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ADMINISTRATION'S WELFARE REFORM PROPOSAL

TUESDAY, FEBRUARY 7, 1978

U.S. SENATE,
SvpcoMMITTEE oN DPUBLIC ASSISTANCE
oF THE CoMMITTEE ON FINANCE,
: Washington, D.C.

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

Present: Senators Long, Moynihan, Curtis, Dole, and Danforth.

| The committee press release announcing these hearings follows:]

SUBCOMMITTEE ON PUBLIC ASSBISBTANCE ANNOUNCES PRELIMINARY HEARINGS ON
ADMINISTRATION'S WELFARE REFORM DPROPOSAL

Daniel Patrick Moyuihan (D., N.Y.), Chairman of the Subcommittee on Public
Assistance of the Finance Committee, today announced that preliminary he: -
ings will be held on S. 2084, the Administration's proposed “Better Jobs and
Income Program’, in early February, 1978. On February 7, 1978, the Honorable
Joseph A. Califano, Jr.. Secretary of Health, Education and Welfare, will
testify, and on February 8, 1978, the Honorable ¥. Ray Marshall, Secretary of
Labor will testify. The hearings will begin at 10:00 a.m. both days and will be
lield in Room 2221 Dirksen Senate Office Building.

Nenator Moynihan stated: “By setting aside two days for this purpose shortly
nfter the Senate reconvenes, we will have an opportunity for Administration
officials to present tlieir proposals to us. and to ask questions of them. Under the
energetic and accomplished leadership of Congressman James C. Corman. the
ITouse Welfare Reform Subcommittee has greatly advanced the cause of coni-
prehensive welfure reform. Congressman Corman’s Committee has made thought-
ful and constructive changes in the Administration’s hill, and the time is at
hand now for thoxe of us in the Senate to learn more, hoth about the President’s
recommendations and about some of the proposed amendments to them.

The momentum for welfare reform is building. While it is inevitably the
caxe that people will emphasize different aspects of the subject, and while we
have a distance xtill to go before enactment of a broadly satisfactory program,
the Carter Administration has shown its willingness to come more than half-
wiay to accommadate various concerns. In partienlar, the President’s aceeptance
of the principle of interim fiscal relief for our States and loealities demonstrates
hix appreciation of the urgency of the problem and the need to build toward a
comprehensive =olution. The Social Security bill signed into law by the President
contains the first fnstallment of that interim fiseal velief.

The preliminary hearings announced today are not intended as full scale
publie hearings on welfare reform. Later, when the House of Representatives has
completed aetion, it will be appropriate for the Senate to commence full hear-
ings at which publie witnesses will have an opportunity to share their views
with us, What we xeck in these initial discussions is to obtain a clearer under-
standing of the I'resident’s proposals, and to begin to explore their implications.
and some of the underlying conslderations, with Administration representatives.

Senator Movxian. T say good morning to our guests and to onr
distinguished witnessces, This is the second occasion upon which the
Subeommtttee on Public Assistance has held a general series of hear-
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ings on the President’s proposal for a better jobs and income program,
as it is termed, and welfare reform, as it is generally known.

We have followed the events closely since we I)ast met with the
administration officials, and, of course, there has been great progress.
Just last evening, Chatrman Corman called me from the House side
to say that his committee had finished marking up the administration’s
bill and that on Wednesday, they expected finally to dispose of the
matter, which is a very considerable achievement. And, if T may say
in the presence of some known and possibly even professional skeptics,
the demise of the President’s program has been greatly exaggerated.
It is alive and well, and we are looking forward to having it on our
side by the 1st of April. As Chairman Corman said, he knows that if
they got it to us by then, the Senate could indeed handle it before
the end of the year.

Senator Danforth, would you like to make some remarks?

Senator DaxrorTH. No.

Senator MovximaN. In that case, the pleasant task falls to me to
welcome Secretary Califano—I almost said “Senator Califano™; T
must, watch that—who is accompanied by Dr. Aaron and by M.
Marcus—DNMr. Marcus, you are an attorney and not a doctor.

We welcome you both, gentlemen, and I believe that the Secretary
has prepared testimony which he will want to proceed with.

Secretary Cavriraxo. Mr. Chairman, Mr. Marcus went to Yale Law
School. If he had gone to Harvard Law School where they have now
converted the ILL. B. to a doctor of law, he could be a doctor too.

Senator Moy~xiax. But it is well-known that he went to the Yale
Law School for the purpose of ingratiating himself with Senator
Danforth.

Secretary Cantraxo. Mr. Chairman and Senator Danforth, I would
like to go through my statement, if T may. and comment on some
m_ldiitional information about Project Match that came to me last
nignt.

STATEMENT OF HON. JOSEPH A. CALIFANO, SECRETARY OF
HEALTH, EDUCATION AND WELFARE

Secretary Caviraxo. I welcome the opportunity to be here. Mi.
Chairman. to discuss the President’s proposal to overhaul the welfare
system and to provide jobs for low-income Americans, the Program
for Better Jobs and Income.

We are particularly appreciative. Mr. Chairman. of the expertise
and leadership that you bring to the difficult subject of welfare reform,
and we look forward to working with you, Chairman Long, Senator
Danforth and other members of the Finance Committee to achicve our
mutual objective of reforming our we’ fare system.

Since 1 appeared before you last May, the administration and the
Congress, as you have noted, have made significant strides towarl
enacting a meaningful welfare reform program. Congressman Corman
and his subcommittee here have done an extraordinary job.

The principles of welfare reform that the President announced last
spring have been translated into a comprehensive, detailed blueprint
for reform of the program that the President submitted to the Con-
gress last August, and the Congress has responded. Throughout the
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fall, the Special Welfare Reform Subcommittee in the House, under
the able and dedicated leadership of James Corman, conducted exten-
sive hearings and has now virtually completed its markup of the
administration’s bill.

The subcommittee has made a number of changes in the bill, but
its actions have preserved the basic structure and principles of the
administration’s proposal, and T am optimistic that the House will
act favorably on the President’s program this spring. I am also con-
vinced that if the House acts this spring, action by the Senate and
final enactment of the program for better jobs and income is possible
in this Congress,

My staft and T stand ready to assist this subcommittee and the
full Finance Committee and the Human Resources Committee to the
maximum extent possible in seeking to achieve this vital legislative
goal. T should note, Mr. Chairman. that Senator Nelson, on behalf of
the Human Resonrces Committee, has scheduled hearings for con-
sideration of its part of the bill.

I need not dwell on the question of why welfare reform is neces-
sary. The present system is antifamily. antiwork, and prone to error
and fraud. There are serious problems that must be remedied. The
existing categorical programs have left gaps in coverage that must
be closed.

Ditferent rules and eligibility standards in the three major Fed-
eral programs—AFDC. supplemental security income, and food
stamps—and in the separately administered State and county AFDC
programs, have led to administrative complexity and confusion for
recipients, for officials. and for the public. There are wide disparities
in benefit levels in different parts of the country, even between neigh-
boring States. TFamilies in identical circumstances are treated differ-
ently, depending on where they live, because of varying benefit levels
and rules.

Our existing programs contain work requirements, but they lack
work opportunities to make those requirements meaningful. The exist-
ing welfare svstem contains substantial family-splitting incentive.
In many cases, the family is better off if the father leaves the home.

In part because of its administrative complexity, the current sys-
tem is susceptible to fraud and to error. The current system places
unjust and unacceptable fiscal burdens on State and local governments.

Detailing the deficiencies of the present system, of course, is easier
than developing solutions that make sense and are politically feasible.
This subcommittee. and especially you, Mr. Chairman, are well aware
of the difficulty of putting together a welfare reform proposal that,
within available resources, satisfies important policies and goals that
are sometimes diflicult to reconcile.

Nothing illustrates this difficulty more graphically than the prob-
lem of designing the central feature of any welfare system with bene-
fit structure. That structure is composed of three fundamental ele-
ments: The basic benefit level for a family with no income; & benefit
reduction rate, the rate at which the basic benefit is reduced as the
family earns money; and the break-even point, the income level at
which cash assistance phases out.

These three fundamental elements are inseparable. One element
cannot be justified without affecting the other two.
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Basic benefits levels should be high enough to assure at least a
minimal standard of living for those who are unable to work. At the
same time, benefit reduction rates, the rate at swhich benefits are reduced
as the family earns money. should be low enough to insure adequate
work incentives: and break-even points should be reasonably low so
that the number of families receiving cash assistance does not become
too large,

Basic benefits can be raised while keeping break-even points low
only if benefit reduction rates are increased: and if basic benefits are
increased too much, the incentive to work is undermined.

To keep benefit reduction rates low while raising basic benefits, the
break-even point must be raised. This makes more families eligible
for benefits and increases program costs.

These policy conflicts and dilemmas. and others with which vou
are intimately familiar, led me. on one occasion. to refer to welfare
reform as the Middle East of domestic politics. There is no simple
resolution to these dilemmas, and there is no perfect welfare system.

But T believe that the program for better jobs and income repre-
sents a balanced and comprehensive approach to the need for com-
prehensive reform. As yon observed in the course of your recent, wide-
ranging interview in the National Journal, Mr. Chairman. the
President’s program does a superb job of balancing different kinds of
interest in coming to some optimal results.

The program consists of two basic components: The consolidated
cash assistance program with uniform nationai rules and a work
opportunity program. under which up to 1.4 million public serviee
jobs will be created to assure a work or training program for every
welfare family.

T cannot emphasize too strongly that these basic components arve
closely related and that each is essential to the success of the other.

And with respect to the consolidated cash program. Mr. Chairman.
if T may depart from my statement for a minute, becanse it is rele-
vant to considerations here and relevant to the incremental proposal
that Congressman Ullman has proposed in the House as an alterna-
tive. to lose that consolidated cash system would be a serious blow.

Tet me just review some information that we received through
our Project Mateh operation just last evening. To appreciate the
importance of a consolidated cash system with uniform rules and a
centralized computer network and to understand how abuse and fraud-
prone perpetuation of the present system is. let me give von the results
which T received last evening of our most recent Project Match
operation,

We have. with some difficulty. taken computer tapes of 24 States
and the District of Columbia. and we have. for the first time, matched
them one against the other. That match has revealed that there are
13584 welfare recipients who arve receiving welfare pavments from
more than one State. These arve recipients who are using the same
social security number and ave making no attempt whatsoever to dis-
guice their apparently fraudulent activity.

With the President’s program. this kind of welfare fraud and
abuse wonld be impossible. for each welfare office would have a ter-
minal which would indicate if the individual applying for welfare
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was receiving a payment in any other State or county in the United
States.

Senator Moy~xniax. Mr. Secretary, that is an extraordinavy figure.
That would involve welfare payments of upwards of $10 million a
vear, would it not?

Secretary CaviraNo. Yes: it could, Mr. Chairman.

Senator Moyx1izaN. Am I correct in thinking that the use of social
security numbers in Project Match comes in consequence of the law
passed last year that made these numbers available to you!?

Secretary Cariravo, That law helps, Mr. Chairman. That law will
be more helpful in the future because it will require States to begin
to do exactly this.

Nenator KIOYNIHA.\’. I thought that Senator Curtis might be in-
terested, because he was very much a supporter of that measure and
this committee has more than once said that we are against—that
welfare fraud is what makes it so difficult to provide a decent level of
welfare assistance for people who are entitled to it.

Secretary Caviravo. Mr. Chairman, if I might note on your $10
million point, if vou took an average of say $3.000 for those 13.58+
people, they are receiving almost $40 million, half of which they may
not be entitled to—or maybe they are not entitled to any of it.

We will now do more detailed work on it.

Senator Moy~1iay. Forgive me, but $20 million shows up just in
something you were able to do last night, as it were? Somebody carned
his pay yesterday.

Secretary Caviraxo., Mr. Chairman. the jobs part of the program
will insure, for the first time, that all families with a full-time worker
will have an income above the poverty line. .An expanded carned in-
come tax credit will give additional tax relief to the working poor
and increase work incentives. The cash assistance benefit structure. in
conjunction with the earned income tax credit, will assure that it is
always more profitable for an individual or family to work than not
to work under this program, and always more profitable to work in
the private sector than in one of the special pubiic service jobs.

Significantly. the jobs program helps us vesolve a central dilemma
of the benefit structure. for families whom we do not expect to work—
single parents with young children and the aged, blind and disabled,
work incentives are relatively less important. We can therefore en-
cournge States to supplement basic Federal benetits to relatively high
levels, allow benefit reduction rates of up to 70 percent, and stifl have
break-even points that are acceptably low.

For families that we expeet to work. two parent families and single
parent familics with no young children, 70-percent benetit reduction
rates would be undesirably high. The jobs program. by assuring a work
or training opportunity for the principal earner in every family with
children, enables us to keep benefit reduction rates and break-even
points low for families expected to work without sacriticing adequacy
of income,

Under the administration proposal, the total income of a family
with a full-time job, even a minimum wage job wounld. including the
supplemental cash assistance, be well over the poverty line.
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Details of the cash assistance component of the program for better
jobs and income are set forth in the attachment to my statement and I
would merely note some of the highlights here.

The President’s proposal extends universal coverage to all poor
families in n consolidated cash assistance program that replaces exist-
ing categorical programs: AFDC, SSI, and food stamps. National
uniform eligibility standards and rules are established to improve
cquity  and to make the system more understandable and
administerable,

The bill provides for a uniform national benefit floor to reduce sub-
stantially existing disparities in benefits among the States. The basic
Federal benefit of $4.200 for a family of four would exceed the current
Federal share of AFDC and food stamp benefits in all but seven
States. Those States, for the record. are Alaska, Hawaii, Idaho, South
Dakota, Utah, Vermont. and Wisconsin,

Federal subsidies wonld give States incentives to increase the basic
Federal benefit through supplements that can be administered as part
of the basie Federal program.

The subsidy formula will insure that every State can retain or
improve itz existing benefit with lower expenditures. The proposal
embodies the number of administrative reforms to promote effictency
and accuracy.

Chief among these is retrospective accounting, under which benefits
are caleulated on the basis of actual. rather than predicted income.
We also propose a 6-month accountable period to target benefits on
those families who need them most.

The bill includes a new €600 million program of grants to the State
for meeting emergency needs. This will permit States not only to meet
traditional emergency needs, but also to deal with any hardships
created by the switch to retrospective accounting.

The States will be given the option of retaining the critical adminis-
trative functions of intake and eligibility determination, subject to
Federal rules. In all cases under the administration’s proposal, bene-
fits would be computed and paid by the Federal Government.

.\ single national computer system will link the cash assistance pro-
grams in every State, greatly increasing our capacity to reduce error
and fraud and. as a result, our capacity to earn the respect of the
American taxpayer for the integrity of the welfare system.

The program includes transitional provisions to protect existing
recipients against sudden or drastic reductions in benefits and to guar-
antee fiscal relief to the States.

These are the major elements of our proposal, Mr. Chairman. Be-
cause of the importance to the success of this program, I would like
to dixcuss briefly the subject of fiscal relief, a subject in which I know
vou are deeply interested.

Fiscal relief for State and local governments is a central goal of
those who wish to reform the welfare system. It is, moreover, one
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of the fundamental principles that has guided the President in shap-
ing the program for better jobs and income and was one of the central
planks that you. Mr. Chairman. placed in the Democratic Party Plat-
form in 1976.

Poverty. wherever it occurs, is a concern to all of us. Its existence
is related to the national economy and is thus a national problem.
Assisting the poorest amongst us is a proper function of the Federal
(Government,

The State and local governments that have borne a large and fluc-
tuating burden of welfare financing have relatively inelastic tax
bases. Unlike the Federal Government, they are ill-equipped to deal
with the party eyelical nature of welfare spending. State and local
governments have other priority needs—social services, for example—
that are more appropriately funded out of local tax revenues,

For these reasons, the administration has sought to desizn a cash
assistance program that will provide substantial amounts of ficcal
relief to State and local governments consistent with the sther goals
of welfare reform.

Senator Long and vou. Mr. Chairman, have pointed out the im-
portance of providing interim fiscal relief to the States between now
and the implementation of the piogram for better jobs and income.
The Social Security Amendments of 1977 provide for $187 million of
fiscal relief, payments to be divided among the States by a formula
based half on AFDC expenditures and half on the revenue sharing
allocation.

We understand that roughly the same amount of fiscal relief pay-
ments for 1978 will be proposed in I.R. 7200 and we support that.

We support this interim fiscal relief. In addition. we ave prepared
to support, as an amendment to H.R. 9030, interim fiscal relief pay-
ments of $450 million for fiscal 1979 and $525 million for fiscal 1980.

I should note. Mr. Chairman, that those are our estimates of the
cash payments that would be made under the allocation formulas
and the error reduction rates. The authorizations would be, as we have
discussed, $500 million for fiscal 1979 and $600 million for fiscal 1980.

A\ similar allocation formula substituting total 1977 welfare expend-
itures would be used, however. no State could receive more than
90 percent of the fiscal relief guaranteed in the ultimate program and
cach State would have to meet AFDC error rate tolerance levels
in order to receive its full share of fiscal relief.

The amounts that would be received by each State are set forth in
table 1 of my statement.

Finally, Mr. Chairman, I would like to say a word about incre-
mental versus comprehensive reform. A number of supporters of wel-
fare reform, most recently Chairman Ullman, argue that we should
work within the framework of the existing categorical programs to
improve the system. The administration believes that such an ap-
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proach is less efficient and less equitable in achieving the goals of
welfare reform.

Chairman Ullman’s plan. and other incremental programs, would
not, in our view, effectively come to grips with the problems of the
existing system. Leaving the categorical programs in place makes it
more diflicult to achieve uniformity of rules and administration and it
perpetuates the inequities of coverage and continues to extend the in-
vitation to fraud and abuse extended by the present system, which I
illustrated with these Project Match numbers this morning.

If we keep those categorical programs without some kind of a con-
solidated cash assistance, still there is no need for any individual in
going on welfare in New York State, for example, to change his name
and address and social security number if he goes on welfare in Con-
necticut, New Jersey, or Pennsylvania.

There is no reason to believe that the poor cannot manage their
incomes as well as other Americans. A separate food stamp program,
we believe, is unnecessary and ineflicient. A single cash assistance sys-
tem will make it possible for government to respond quickly and
effectively to changes in the economy and other developments that
affect the poor. A consolidated cash system can be more effectively
policed for fraud and error than the three programs with separate
administration and different rules.

A meaningful jobs program can be more effectively coordinated
with a consolidated cash system. The Ullman proposal, moreover,
does not offer sufficient employment opportunities. His proposal has
only 500,000 jobs as compared with the 1.4 million in the administra-
tion's proposal.

The American people are not satisfied with the current hodge-
podge of welfare programs. They want change and they want sys-
tematic change. The problems that we all know exist can best be dealt
with by a comprehensive reform plan which resolves competing poli-
cies and goals within the context of a single, consolidated program.

The President’s program for better jobs and income is such a plan,
and we believe that it merits your support. The subject of welfare
reform is so comElex that there are bound to be disagreements as to
program details, but I believe firmly that if we work together, if we
can keep the need for basic structural change in view and not let
disagreements on particular parts of the program lead to impasse, we
can enact real reform.

We can scrap the present crazyquilt system with its inequities and
inconsistencies and replace it with a new system that is efficient and
humane, that provides adequate assistance and genuine work opportu-
nities to our less fortunate citizens.

I believe that the special House subcommittee has taken a major
step toward achieving this illusive goal and that, with your coopera-
tion, Mr. Chairman, and the cooperation of this committee, we can
make that goal a reality.

Mr. Chairman, thank you very much. I would note that we received
and are prepared both to answer in detail for the record the questions
in your letter and also to discuss those questions today, as you see fit.

[The attachments to Secretary Cali?ano’s statement follow. Oral
testimony continues on p. 16.]
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TABLE 1.—FISCAL RELIEF BEFORE IMPLEMENTATION OF WELFARE REFORM

Fiscal year—

State 19731 19792 1930 ¢ Total:
boAlabama._ . ... [N} 2. 2.8 10.0
2. Alaska. .. .1 1 1. 2.9
3. Anzona. .. .6 2. 2. 6.5
4. Arkansas .1 1. 1. 5.7
S. California 5.5 8l 97 229.8
6. ado .5 4 S, 13.4
1. Connecticat 4.9 6. 2 8.8
8 ware 1.0 1 1. 36
9. District of Cclumbia. 2.4 3 3 9.4
10. Flonda. 1.9 4 4, 'S,
1i. Georpia. 5. 9 4 4, 14
2. Hawair. 2.3 2.9 3 8
13. Idaho. . .0 . . 2.
o dllmos .. e, 23.2 3. 38 93.
15. Indvama. . ... N 4 4 15.4
16 lowa. .. ... i .9 4 4. 12.3
17, Kansas .. ...l .0 3 3 9.9
18 Kentuehy. ... .........o.... e .7 4. 4, 14.4
19. Louisiana. .0 4, 4.0 W,
20. Maine. ... .0 2. 2.3 6.5
21. Maryland. . S 8 9. .
22. Massachus 14.3 a. 2). 64.(
23. Michigan_ .. 210 26. . 0.
24, Minnesola_ ... ... ... ..o.oioaiiiio.e .4 [N} S. 3
25, Mhississippi ... LI .3 .8 . 4.
26, Missoun. ... .. ... ...l .3 8.0 L 8 2.
27, Montana._............ . .9 .5 .S 2

...... 1.6 1.5 1. [3
.6 .9 . 2.4
30. New Hampshi 1.0 1.3 1. i
3L Now Jersey. 139 12.9 21. 53
32. New Mexico. 1.8 1.1 1. 4.
33. New York $2.9 6.7 2.0 1.6
34. North Caroli 1.0 5. S. 1.2
35. North Dakota. ... ... ............... B . .5 1
36 OMIO. .. i 15.6 18. 2. L8
37. Okiahoma . . ... ... ....ooiiiiiiial.. 3.5 4 4.6 12
38 OMBON. ... i aaaanan 4.4 4. 5.4 14,
39. Pennsylvania 2. 3. 3.2 90.
40. Rhode island .. 1. 23 28 6.9
41. South Carolina. 3 1.5 1.5 6.3
42, South Dakota . . . 2.4
43. Tennessee. . A 30 36 10.9
44 Texas...... 1. 4.7 4.7 2.0
AS. Utah. . iiiiiieeil. 1 1 1.3 4.3
46. Vermont. ... _._..... e eteeeeceaaaan 1 1 1.5 17
47, Virgima_ . _....o........ remaeanaan 6. 6.9 6.9 20.1
48. Washington. ... ........ e S 1 9.3 2.4
49, West Varginia . ... ... ............. 2. 1.8 1.8 6.2
90. Wis0ONSIN. ... oot .. 8.6 9.8 10.6 28.9
51, Wyoming ... ................. e . .4 .3 .3 1.0
Toll e 372.9 452.8 s22.7 1,348, 4

1 One-haif of fiscal {ur 1978 fiscal relief was enacled as part of the Social Security Amendments of 1977 (Public Law
95-216). The other half witl be considered as the Con ms considers H.R. 7200.

2 Fiscal year 1979 and fiscal year 1380 hscal relief will be allocated basad on States’ fiscal year 1977 welfare x| itures,
Data for fiscal year 1977 are not yet available, 30 thess projeclions are based on 1975 welfare ex ndltum hscal
year 1977 éata are used, the distribution of the fiscal relisl among the States may change slig

DESCRIPTION OF PROGRAM FOR BETTER JOBS AND INCOME

I. Who will be helped.

II. How they will be helped.

I11. The Roles of the Federal and State Governments.
IV. New Uniform Rules.

I. WHO WILL BE HELPED?

It is estimated that 40 million or more people are at some time during the year
presently eligible for Aid to Families with Dependent Children, Supplemental
Security Income, and/or Food Stamps. Three quarters of those eligible—or 30
milllon people—now receive benefits from one of these Federal programs.
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But under present law many of the poor receive little or no cash assistance
from the Federal government because they do not qualify under the narrow cate-
gories for eligibility.

For example, single individuals are childless couples with little or no earnings
are only eligible for food stamps, and are not eligible for AFDC. And in many

~ States families with children are ineligible for assistance if the futher is present
in the home,

The Administration believes a jobs and cash assistance program to lLelp low-
income people should reach all needy individuals, not just those who tit into a
narrow category,

Thus the Better Jobs and Income program provides assistance in the form of
cmployment and/or cash benefits for singles, childless couples and familiex with
children. At the same time the Administration does not favor providing aid to
those who are not classified as low-income.

U'nder the President’s proposal, 36 million people would be eligible for jobs and
cash benetits, four million fewer than are eligible under present law.

Of those four million no louger eligible for cash assistance, ~ome one million
are AFDO recipients who now have high incomes—many at twice the poverty
level—but who manage to stay on welfare because of present rules.

When individuals with incomes substantially above the poverty line receive
benefits, the credibility of the welfare system is undermined. Our program, as
explained later, reforms the rules to assure that only the needy are eligible to
participate in the program.

While four million fewer people are eligible, we estimate that 32 million people
will actually receive Lenefits some time during the year from the basic cash
assistance program (an increase of two million over the present system). The
reason for increased participation is that many who are eligible for food stamps
but do not apply for those benefits—especially the elderly and disabled—will,
we believe, apply for cash assistance. In addition, participation will increase De-
cause the application process will be simpler.

In discussing numbers of participants in the President's proposal, it is impor-
tant to recognize that most of the families in the program will be headed by
someone who I8 working and who is receiving cash supplements to wages, not
cash assistance alone.

Indeed, under the new system, reliance on welfare payments will be sharply
reduced because the number of single-parent family heads who support their
families primarily through earnings will increase substantially.

In sum, fewer will be eligible for the Program for Better Jobs and Income
than for AFDC, SSI and Food Stamps ; but more people will actually participate
in the program, and most will receive henefits in the form of both jobs and jobh

supplements. And those eligible will be more uniformly concentrated in the
low-income brackets.

II, IOW LOW INCOME PERSONS WILL BE HELPED

The Program for Better Jobhs and Income is intended to (1) increase joh oppor-
tunities for the low-income population, and (2) consolidate our major income
support programs into one simple and efficient program.

In broad outline, the proposal would :

Attempt to assure up to 1.4 million public service jobs for the primary earner
in families with children, which should serve as many as 2.5 million different
people on a temporary basis during any year. Our emphasis is on providing
inceme through jobs and wages wherever possible.

Consolidate the three current major income assistance programs—Aid to Fam-

ilies with Dependent Children (AFDC), Supplemental Security Income (SSI)
and Food Stamps—into a single system with simpler, uniform rules which will
make the system fairer and significantly less susceptible to fraud, abuse, and
error.
Permit families headed by two parents to receive income supplements if the
family's earnings are insufficient to support the family. Low-income fathers would
no longer have an incentive to leave their wives and children in order to make
familles eligible for cash support.

Provide a basic Federal benefit floor for all poor persons, which will snbstan-
tially increase income support in some States. Higher benefit States will be
encouraged to supplement the basic Federal minimum to maintain income support
at present levels.
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Provide for a transition period after the new rules go into effect during which
Federal support will help States maintain benefits to existing recipients in current
prograws. During this period, States will be reguired to maintain a substantial
portion of their present level of expenditures in supporting programs for low-
income individuals.

Expand the current Earned Income Tax Credit for workers in private sector
and regular public sector jobs. The credit will supplement the income of low
wage earners ahd serve as a positive incentive for work effort. In order to ensure
that private employment will pay more than special public employment, those
who are working in the new specially-created public sector jobs will not be
eligible for the expanded Earned Income Tax Credit.

The program will provide assistance in three basic ways to low income
Americans.

First, it will provide job opportunities for those who need work.

Second, it will provide a work benefit cash supplement for those who work but
whose incoines are inadequate to support their families.

Third, it will provide income support for those unable to work due to age,
physical disability, or the need to care for children six years or younger.

A. Those required to work

At the outset, we make an important distinction between those who are required
to work and those who are not. In making this social and economic judgment we
recognize that many in the “not required to work” category will nonetheless
want to—and will in fact—work.

The following categories of persons are required to work under the Better Johs
and Income Program: The principal wage earner in a two-parent family with
children, singles and childless couples, and single parents with children 14 and
over.. These persons must work full-time if such work is available.

Those in the not required to work category include the aged, blind, and disabled
and single parents with children under age 7.

Ningle parents with children age 7 through 13 fall into a special category. They
will be required to accept available part-time work which does not interfere
with caring for children. But because they have young children, they will receive
benefits at the same level as those not expected to work.

We believe that, if the American people are confident that those able to work
are working, they will be willing to support a reformed system of jobs and cash
assistance for low income citizens. They do not have that confidence now—and
understandably so.

B. Job opportunities

The central element of our proposal is an innovative effort to mateh low-income
persons with available work in the private sector. .

It will be the responsibility of State and local officials to assure an unbroken
sequence of employment and training services, including job search, training and
placement. Prime sponsors under the Comprehensive Employment and Training
Act (CETA), State employment service agencies and community-based organiza-
tions will play major roles in this effort, as Secretary Marshall will explain in
greater detail later in these hearings.

Our goal is simple—to provide a job for the principal wage earner in every
low-income family. In addition to placing people in private sector jobs, we
estimate that we may need to create up to 1.4 million special public service jobs
to assure employment for all principal wage earners in low-income families.

Our job creation effort will ensure that, in conjunction with cash assistance,
most families with children and one parent able to work will have an income
above the poverty line. For example, a family of four will have an income at least
20 percent above the poverty line if the principal earner has a full-time job in
the private sector or in a regular public job at or above the minimum wage. The
same family will have an income at least 10 percent above the poverty line if the
principal earner has a special public job. In either case the accomplishment is
significant. Millions of households will move above the poverty line and most of
the income of these families will be from work. :

This new jobs program for low income Americans is carefully designed to
avoid disruptive effects in the regular economy :

Applicants will be required to engage in an intensive 5-week search for regular
employment before becoming eligible for a public service job. Those working in
publie service employment will be required to engage in a perlod of intensive
search for jobs in the private sector every 12 months.

23-935—78—2
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To encourage participants to seek employment in the regular economy, the
basic wage rate will be kept at or slightly above the minimum wage.

Every effort will be made to emphasize job activities which lead to the acqui-
sition of useful skills by participants so that they may ultimately obtain employ-
ment in the regular economy. Training activities will be regular components of
most job placements.

The development of this job program is clearly a substantial undertaking re-
quiring the close cooperation of all levels of government. We are confident it will
sueceed. -

Thousands of unmet needs for public goods and services exist in our country.
‘Through an imaginative program of job creation we can insure that the goals
of human development and community development are approached simulta-
neously. Publie service jobs can be created in areas such as public safety, recre-
ational facilities and programs, facilities for the handicapped, environmental
monitoring, child care, waste treatment and recyecling, clean-up and pest and in-
sect control, home services for the elderly and ill, weatherization of homes and
buildings and other energy-saving activities, teachers' aides and other parapro-
fessionals in schools, and school facilities improvements.

€. Benefitg for work

The Better Jobs and Income program will augment earnings for those who are
required to work but whose incomes are iradequate to support their families.

This supplement will be provided both through a work benefit cash supplement
and through the expanded earned income tax credit.

Work Benefit.—The work benefit will supplement the earnings of two parent
families, single people, childless couples and single parents with no children un-
der fourteen.

The proposal calls for an eight-week period of job search with maximum cash
assistance of $2,300 (family of four) for a two-parent family or single-parent
family whose youngest child 18 14 or older, followed by an increased benefit of
£4.200 (for a family of four) if no job is available for an eight-week period. It
thus preserves an inceniive to seek and accept employment and also protects
fnmlliis against program or labor-market failures over which they have no
control.

Benefits will be reduced after the first 3,800 of éarnings by fifty-cents for each
dollar. The purpose of not counting, that {s, disregarding the initial $3,800 is to
bring immediate and substantial rewards from work.

A four-person family ceases to be eligible for benefits at an income of $8,400.

Single persons would receive benefits of $1100 which would phase out at $2200
of earnings and childless couples would receive benefits of $2200 which would
phare out at $4400.

Earned Income Taz Credit.—The second way in which earnings will be sup-
plemented {3 through the expanded earned income tax credit. The expanded
FITC will not only enhance work incentives but will provide tax relief for a
family of four with income up to $15.650.

The current Earned Income Tax Credit (EITC) is an excellent mechanism to
provide tax relief for the working poor. We propose to expand this concept to
provide henefits to more families, to provide relief to low and modest income
working people, and to improve work incentives.

Currently, the EITC is a cash credit or rebate of 10 percent on all earnings up
to $4,000. for a maximum credit of $400. The credit is phased down by $1 for
every $10 of earnings on adjusted gross income over $4,000, and disappears at
R8.000 of adjusted gross income. This structure creates a work disincentive for
families with earnings between $4,000 and $8,000. many of whom will be re-
ceiving cash assistance under the Administration’s proposal.

The proposed EITC will have the following features:

A 10 percent credit on earnings up to $4.000 per year as under current law.

A 5 percent credit on earnings betsveen $4,000 and the point at which a family
ceases to be eligible for welfare henefits in a state with matching supplements.
This level is $0,100 for a family of four.

A phase-out of the credit beyond the point at which the family ceases to be
eligible for cash assistance. The credit will provide benefits to a family of four
with income up to $15,650.

The credit will be paid regularly by the Treasury Department through the pay-
roll withholding system.

AN



13

A persistent and effective incentive for workers to take regular unsubsidized
public or private employment, rather than subsidized public service employment,
will be created by applying the Earned Income Tax Credit only to earnings from
unsubsidized jobs.

D. Income support

The income support cash benefit of the Better Jobs and Income program is
available for those not expected to work ; the aged, blind and disabled, and singie
parents with children 6 or under. As noted, single parents with children between
7 and 13 will recelve cash assistance on this schedule, although they will be
expected to work if part-time employment is available.

Benefit levels for a family of four with no other income will be $4,200. If these
people choose to work—and many of them will—thelr benefits will be reduced by
50 cents for every dollar earned. Federal benefits would thus phase out at $8,400.

The aged, blind, or disabled individual would receive a Federal benefit of
£2,500 and a couple would receive $3,750—more than they are now receiving.
That {s higher than the SSI benefit for either group—about $100 higher for a
couple and $120 higher for a single person.

An aged, blind, or disabled individual ceases to be eligible for benefits at $5,000
of earned income, and a couple at $7,500.

The decision to set benefit levels for a nonaged, blind, or disabled family of
four at $4,200 was not an easy one. It is clear that it is economically impossible
and undesirable to set Federal benefits at the level of the highest State. On the
other hand the benefit could not be set so low as to cause a hardship on present
recipients. The benefit level of $4,200 exceeds the amount of Federal dollars
going to recipients for AFDC and food stamps in all but seven States (Alaska,
Hawall, Idaho, South Dakota, Utah, Vermont and Wisconsin). And the benefit
level exceeds the total amount, State and Federal, going to recipients for AFDC
and food stamps in 10 States (Florida, Missouri, Louisiana, Georgia, Arkansas,
Texas, Alabama, Tennessee, South Carolina, and Mississippi).

In short, the Federal government is making a greater effort to help those in
need—and ease the burden on States, counties and cities—than ever before. Our
rules for State supplementation of the Federal benefit levels allow the States
to take into consideration regional variations in the cost of living, and in most
instances, we expect the total assistance provided low-income citizens under the
combined Federal-State program will be substantially bigher than under the
Federal program alone. .

B. Disregards and benefit reduction ratles

Both the work benefit and the income support programs have benefit reduc-
tion rates—the rate at which cash assistance is reduced as earnings rise. A note
about them is in order, because they have tremendous implications for the cost
of the program, the size of the caseloads, and the tradeoffs between the conflict-
ing goals of welfare reform.

The system of “benefit reduction rates” is designed to address a fundamental
problem : if cash benefits are reduced at too steep a rate as earnings increase
there will be no incentive for work.

For example, if the cash benefit is reduced by $1 for every $1 earned, there is
obviously no work incentive whatsoever.

If the cash grant is reduced 90 cents for every $1 earned, there still may be
no incentive, because travel costs and other expenses of going to work will mean
there is still little or no real improvement in the individual’s financtat condition
as the result of employment.

But, there is also a problem at the other extreme. If the cash benefit is re-
duced by only 25 cents for every $1 earned, there is good incentive to work (in-
come increases by 75 cents, less work-related expenses for every $1 earned) but
families will continue to receive cash assistance at income levels that seem
much too high to many taxpayers.

Accordingly, benefit reduction rates ranging from 50 percent to 70 percent
are provided in the Administration’s program—the amount varies depending on
the extent to which Stutes supplement, on whether individuals are expected to
work and on other features. But for those expected to work the rate should not,
under our plan, exceed 529. This will ensure an adequate work incentive.



14

1I1. THE FEDERAL AND STATE ROLES

Given the proliferation of programs under the present State-Federal welfare
system, complexity is unfortunately the rule, not the exception. The lines of re-
sponsibility between State and Federal governments are often Llurred. Each
State has different rules and beunefits, with little rationale for the differences.
The confusion that too often characterizes the administration of the present
welfare systemn results in error, waste or fraud, it is costly to the tuxpayer
aud demeaning to the reciplent.

The Program for Better Jobs and Income aims to define State and Federal
responsibilities more clearly and to allocate financial responsibilities in a manner
which will alleviate some of the burden now being borne by State and local
governments.

The Program we propose will increase Federal participation but will main-
tain an important role for the States.

Every State will be assired that it will save at least ten percent of its current
welfare expenses in the first year of the program, with the potential for in-
creased fiscal relief thereafter. Thirty-four States will save more.

Every State is free to supplement the basle benefits, and is eligible for Federal
matching payments for supplements structured to complement and maintain the
incentives-of the Federal program.

For a family of four, with no income. the Federal government will pay 75 per-
cent of the first $300 supplement and 25 percent of any additional supplement
up to the poverty line, so long as State programs do not provide for benefit reduc-
tion rates on required-to-work families that exceed 52 percent., These State
supplements will be required to follow Federal eligibility criteria to help achieve
nationwide uniformity.

Aside from such matching supplements, the States are free to continue to
administer non-matching supplemental assistance programs of their own using
their own rules and eligibility criteria. Indeed, they are encouraged to do so
during a transition period for the purpose of “grandfathering” existing SNSI
and AFDC beneficiaries—that is, continuing payments at current levels to those
existing benefleiaries until their circumstances change.

Except for such “grandfathering” supplements, however, the States must
assure tlie Federal government that their own supplementation programs will
not result in benefit reduction taxes that exceed the maximum permitted under
the Federal program to assure adequate work incentives (70 percent for those
not expected to work and 52 percent for those expected to work). A State which
violates its assurance In this regard will be subject to sanctions, appropriate to
the violations, including a reduction in the Federal payments they would other-
wise receive under the program.

Where States supplement the income support they must also proportionately
supplement and the public service employment wage, up to & maximum of ten
percent.

During a three-year period the States will be required to maintain a pre-
seribed minimum percentage of their current welfare expenditures, in order to
ease the transition to the new system for those now receiving benefits. In the first
yvear of the new program, each State will be required to spend at least 90 percent
of its current expenditures in the AFDC and SSI programs, emergency assistance
and general assistance or similar income maintenance programs. In the second
year of the program, States will be required to maintain 75 percent of current
expenditures and in the third year, 65 percent. The maintenance of effort require-
ments will phase out after three years.

At the same time, the Federal government will—during a transition perlod
lasting flve years—protect the States against increased expenditures resulting
from the new program. The Federal government will, in essence, hold the States
harmless for expenditures that exceed the following items: the 10 percent State
fee, matching supplements up to current benefit levels, and grandfathering sup-
plements for AFDC and SSI beneficiaries.

States will have the option to assist in the administration of the program.
They will be able to operate the crucial intake function serving applicants so as
to make possible effective coordination with social services. The Federal govern-
ment will operate the data processing system, calculate benefits, and fssue
paymeunts.

We recognize that States opting for State adminfstration of the intake func-
tlon have very real government to the needs of their citizens. For that reason

-
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we are participating in and cooperating with an on-going task force made up of
representatives of the American PPublic Welfare Association, the National Gov-
ernors’ Conference, and the National Association of Countles to identify and
review potential Federal-State problems. We also recognize that if States choose
to convert to full Federal administration the rights of their employees must be
protected, Our legislation provides that, consistent with Kederal civil service
policies, State employees will have the highest priority for placement in the new
_\Wwelfare system.

The Federal government will provide $600 million in block grants to the States
to provide for emergency needs. These grants will assist the States in responding
to sudden and drastic changes in family circumstances. In addition, a special
£20 million fund has been set aside for the Secretary to allocate to the States
for emergency need expenditures for special categories of needy families, includ-
fug migrant workers.

T'he Federal Government will provide 30 percent above the basic wage for
fringe benefits and administrative costs of the job program, and will reimburse
the States for 90 percent of the costs of administration of the work benefit and
income support program. As an incentive to efficient administration by the
Ntates, we will increase up to 110 percent the level of reimbursement for admin-
istrative expenses in States whose administrative performauce is at an unusually
or exceptionally high level.

In the first year of this program, States and localities would receive $1.75 bil-
lion in fiscal relief, while at the same time being able to ensure that no current
SNI or AFDC beneficiary receives a reduced benefit.

In subsequent years as current recipients leave the rolls and as the main-
tenance of State effort requirement declines from 90 percent to zero after 3 years,
tlie opportunities for fiscal relief will increase.

Under our program for fiscal rellef, States will be required to pass through
such fiscal relief to municipal and county governments in full proportion to
their contributions.

A Note on Medicaid.~To ensure that the new Better Jobs and Income pro-
gram will not lead to large new costs for the States under Medicaid, the bill
provides for preservation of existing Medicaid elegibility criteria. We believe
that our National Health Insurance proposal, which we will present to the Con-
gress this year, is the appropriate vehicle for dealing with the problems pre-
sented by those existing Medicaid rules, and we intend to synchronize the
implementation of National Health Insurance with this program. But should
that not prove feasible, our proposal will ensure that the new program does not
automatically expand Medicaid rolls and impose unanticipated new costs on
Dhoth the States and the Federal government.

IV. NEW RULES FOR CASH ASSISTANCE

Every jurisdiction in America today has different rules for determining wel-
fare eligibility and benefit schedules. Many of these rules—the way in which
income and assets are counted, how they are reported and what group of people
constitutes a filing unit—have tremendous cost and caseload implications.

The present system of rules is largely responsible for the headline-grabbing
error and fraud rates and for the horror stories of higher income people re-
ceiving henefits.

The eligibility rules for the consolidated cash assistance program will be tight-
enied to assure that the assistance is targeted on those who are most in need.

The Accountable Period.—P’resent programs use prospective periods of varying
lengths (3 months in SSI, 1 month in AFDC and, generally, in Food Stamps)
itor determining need. An applicant's entitlement is determined by anticipated
ncome,

The Administration’s proposal will measure income retrospectively, using an_
applicant’s actual income over the preceding six months, This method wiil assure
that welfare dollars go to those most in need by preventing families with rela-
tively high but irregular incomes from recelving henefits. (For example, a family
headed by a teacher who gets paid only during the ten-month school year would
1o longer be able to collect benefits in the summer,)

A six-month period i8 more equitable than a shorter period. since it increares
the likelihood that families with similar annual incomes will receive similar
henefits. A retrospective accountable period avolds the problems of overpayment
fnherent in the present system of determining need on the basis of estimated
future income.
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Only families earning more than $8,400 a year aie likely to bhe adversely af-
fected by the longer accountable period. The following table indicates the number
of months that a family of four with no current income but previous earnings
would have to wait.

WAITING PERIOD BEFORE ELIGIBLE FOR BENEFITS

Under AFDC Under proposed
current 6-ma
vecountable acountatle

A person with no income when apglying but with previous annual earnings of— period period

Eligible for benefits in—

$5,200 (minimum wage). .. iieiciemicmeaeiaean Istmo......... 1st mo.
$8,400 (proposed eligibility ceiling). . .. ... ... .. 1stmo......... 1st mo.
$10,600 (average wage in manufacturing) .- 1stmo.. ... 2d mo.
$12,000 (city schoolteacher). ... ....occooooocecicameoaon Istmo....._... 3d mo,
$15,000 (CONSLrUCtION WOPKRI) o - oo oo oo oo oot tstmo. ... fthmo.

To help those who suffer temporary need, the Federal government proposes
to assist States in financing Emergency Needs Program.

The implications of shorter retrospective accountable periods are enormous.
Use of the present accountable periods would increase the cost of our proposal
by about $3 bilion. The caseload would increase by about 25 percent. Even short-
ening our six months accounting period from 6 months to 3 months would in-
crease the cost by approximately 2 percent and add approximately 4 percent
more recipients to the program.

Regular Reporting.—Unlike most current welfare sytems, the Administra-
tion’s proposal will use a reguiar system of periodie income reports on which to
base benefits. Recipients with employment income will be required to report
monthly ; others less frequently.

This system of reporting is expected to reduce overpayments by hundreds of
millions, When monthly reporting and retrospective accounting was adopted in
Oakliand, California, error rates in the AFDC program there fell from 22.5 percent
to 7 percent.

Standard Definition of Income.—Under the proposal, ‘countable income” {or
inncome that counts in determining eligibility) will include 50 percent of wages
from a job, 80 percent of non-employment income (income from dividends, prop-
erty, private pensions, or social insurance programs), and 100 percent of any
income from other Federal means-tested assistance programs such as veterans
pensions (as is the case under present law). Expenses of child care, up to
certain limits (8150 per month for each child up to a maximum of 8300) will
he deducted from earnings in determining *“countable income” in order to con-
courage work.

A Standard Mcthod of Handling Assets.—The proposal contains an asset test
designed to assure that persons with low-income but substantial assets, such as
a bank account, do not receive a benefit.

The Program for Better Jobs and Income proposal standardizes the treatment
of liquid assets—cash or property quickly convertible to cash—in determining
eligibility and computing cash payments. A percentage of the value of assets up
to certain limits is imputed to income. The market value of non-husiness assets
may not exceed $5,000 and the equity value of business assets may not exceed a
limit to be specified in regulations.

F.relusions.—FExcluded from countable assets will be :

The first $500 of liquid assets.

The total value of owner-occupied housing.

The total value of household goods and personal effects.

The retail value of vehicles used for nonbusiness purposes. the amount to he
determined by regulatious.

We bhelieve that these new rules will assure that beneflts go to those in need in
as fair and equitable a manner as possibte.

Senator Moy NITIAN, T thank vou, Mr. Secretary, and T would like to
have inelnded in the record of this hearing the’ “]m]o of vour state-
ment. which inchides some supporting matevial that is extraordinarily
important,



17

I would like to make, to begin with. two observations. First of all,
that the President’s program for better jobs and income not only merits
my support, it wins my wholehearted support because it is the first
Presidential program in perhaps two generations that is not an acro-
nym. It is unpronouncable—ppbji.

The second thing I have to say, however, is not as encouraging. .\\s
someone raised with deep Madisonian convietion, I can only view with
alarm the fact that the term “incremental” has become a word of
opprobrium in our thinking.

But that is all right. We take your point.

Wo are going to depart from the normal practice of the committee
because a revered member of this committee, and the ranking minority
member, is present. I wonder if the questioning might not open with
Senator Curtis?

Senator Ctrris. You are very kind, but I would be happy to just take
my turn. .

If the staff will let me know when I have used 5 minutes, then I
will pick up later.

Fasminy Spritrine INCENTIVES SEEN IN PROPOSED PROGRAM

Mr. Secretary, you stated in your testimony that the existing welfare
system contains substantial family-splitting incentives. Is it true that
your plan retains these incentives? :

Is it not true that a man can leave his home, where he and his wife
and two children were receiving $4,200, and he could qualify for $1,100
and they could qualify for $3,600, a total of $4.700¢

Secretary Cavtiraxo. Senator, I would note two things with respeet to
that. First, with respect to the specific example that you give, he would
lose his opportunity for a job. If lie were with his wife and children
and staying home, he would also be eligible for a minimum wage job,
and by staying—and he would be getting about $7,000 or a little more
with his wife and children between the minimum wage job or training
opportunity and the cash assistance.

Second, In general, what we consider to be the most serious family-
splitting incentive was the fact that, in many States, a family is eligible
for cash payments only if it is a single-parent family, and in those
States a man who loves his wife and children and is trying to feed them
may find that the most effective way he has of feeding themn is to leave
them.

Senator Curris Well, if it were a case of someone classified as hard-
core nnemployed. who had been unemployed so long he had lost all in-
centive to try, is it true that they could get $500 additional in the ease
T cited?

Necretary Carnirano. T will take that case as a given and say even if
it is true, I do not think that $500 more is sufiicient money for that man
to zo out and set up his own separate living arrangement.

But I would underline that he is much better off staving with his
family, in economic terms and in human terms, hecause he will have a
job under the jobs program which will give him an income of about
$7.000, in that family situation.

.\‘;‘nator Crrris. But he has to have an employer to have a job, does he
not ¢
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Seeretary Cariraxo, Well, we have 1.4 million special public service
jobs and he would, under this program, have a job. Those jobs are di-
rected at individuals, principal wage-earners in families with children.

SSI Error RATE

Senator Curris. You state that the error and fraud rate is one of the
defects of the present system. What is, and has been, the error rate in
SNT sinee its inception?

Secretary Cariraxo. I cannot give you those numbers off the top of
my head. I can note this, that the SSI error rate has been going down.
The SSI program—and at this point in time, I believe, the SSI error
rate is virtually everywhere lower than the AFDC error rate.

When the program started, it started on a very short fuse. The Social
Security Administration had asked for about 3 years to put it in place.
There was a desire to do it faster, They had less than 18 months to
achieve that, and in the course of doing that, a lot of mistakes were
made. T believe that most of those mistakes were cleaned up, and I
believe that there will be some significant further reductions in the SSI
error rates over the next couple of quarters.

Senator Ctrrris. Well now, you told—and I was very much inter-
ested—about vour checking for error and fraud in the existing State-
Federal welfare plan. Have you made such a check in reference to SSI,
to the same extent?

Sceretary Canirano. In the check that T gave you this morning, those
are the AFDC( rolls that we were running one State against the other.
In our other checks, I believe—I will have to double-check with Project
Match—I believe we are running SSI as well as welfare.

Senator Curris. Has it been running long enough so that you have
somo results along the line that you gave us in reference to the State-
TFederal program?

Neeretary  (‘arntraxo. We matched the Federal civilian payvroll
against the welfare rolls. We found roughly 26,000 Federal civilian
employees who were receiving welfare payments in 24 States plus the
Distriet of Columbia. Those were the 24 States and the District who
were cooperating with us in this effort.

Senator Curris. Well, T think in as much as—excuse me.

Secretary Caviraxo. Of that number, we identified roughly half as
the first targets. They were individuals who were receiving more than
£9.000 in income. We are checking those with the Federal agency they
work for to verify their income levels. We have already checked about
7.000 of the 9.000 and we are in the process of distributing those 7,000
back to the State so they can now run checks, talk to the people indi-
vidually, and check their welfare eligibility.

The only group that we have taken through the entire process are
216 matches of individual civilian emplovees who live and work in the
District of Columbia and who ave on welfare in the District of Colum-
bia and HEW. Of those 216, HEW employees who are on welfare in
the District of Columbia, 75 were totally ineligible, 43 were overpaid,
3 were underpaid and 95 were on welfare and properly paid.

As of the time we completed that check, those who were ineligible
and overpaid had collected $330,000 improperly, those 118 ineligible
and overpaid recipients. Now, whether those proportions will hold
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throughout the 26,000 people, I do not know. I doubt if it is a large
enough sample, Senator, to know,

Senator Curris, It seenmis to me that, inasmuch as SSI is a Federal,
centralized system, and in that respect, very similar to what you are
urging that we do now, that you ought to run the same check on SSI
and bring us the results as you have on the State-Federal welfare
program.

Secretary Cavirano. Yes; Senator, we intend to check SSI. We are
also checking the medicaid program. we are checking doctors and phar-
macists and we intend to check providers in that Project Integrity
program. So we will do that.

Senator Curtis. All right.

1865 ProsectEp Costs oF Mrpicarg, Mepicaip, axp Foop Stame
Proorays 1N 1977

Now, Mr. Secretary, how much was the medicaid program estimated
to cost in 1977 when it was being proposed in 1965 ¢

Secretary Cartraxo. I think you would have to direct that question
to Secretary Cohen. I do not remember. It was less than it actually
cost in 1977.

Senator Curris. Will you supply that?

Secretary Carnrano. Yes, sir,

Senator Curris. How much did it actually cost in 19772

Secretary Cavirano, Medicaid ¢

Senator Curris. Yes.

Secretary Cariraxo. I would have to supply the exact number for
the record. It was about $15-plus billion. I would have to double check
that number and provide it for the record.

Senator Ctrris. My recollection is that the estimate given to this
committee was less than half a billion. Whether that was projected to
1977 or not, I do not know.

How much was medicare expected to cost over a similar period ?

Secretary Cariraxo. I do not know, Mr. Chairman.

Senator Ctrris. Would you supply that?

Secretary Caviraxo. Yes.

Senator Currts. How much did it actually cost ?

Secretary Caviraxo. Last year medicare was $20-plus billion. T will
provide the exact figure.

Senator Curtis. And would you, even though it has not been under
your jurisdiction, would you supply the same information for food
stamps?

Secretary CaLiraxo. Yes, sir.

[The departmental responses follow :]

1965 MEDICARE, MEDICAID, AND Foon STAMP PROGRAM PROJECTED 1977 CosTS
CoMPARED WITH ACTUAL 1977 Costs

MEDICARE PROGRAM

The fiscal year 1977 estimates of Medicare/Health Insurance (BI) costs pre-
pared in 1965 projected program outlays of $4.510 billion, Actual outlays in fiscal
year 1977 were $14.900 billion. The underestimate of Health Insurance costs was
attributable to three factors:
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Congress added additional beneficiary groups to the program after estl-
mates were submitted (the uninsured aged, the disabled, and persons suffer-
ing from chronic renal disease).

Inflation in the total economy and the health sector were underestimated.

Utilization was underestimated.

By far the most important of these factors was the inflation generated by the
Vietnam war which could not reasonably have been foreseen by the Social
Seenrity Administration actuaries. The relative importance of each factor is
is displayed bhelow :

Billions

Additional henefielaries . o e $2. 0901
Inflation in general eCoONOMY - o o o oo mmemmemm 4,140
Inflation in hospital costs_ . e 3.165
All other including underestimate of utilization rates_ . ___.___ 1. 000
Total underestimate of fiscal year 1977 HI costs__ . ___ 10. 396

Suhsequent estimates for changes in the Medicare program have been more
relinble. For example, estimates prepared in 1972 regarding the cost of extend-
ing Medicare Part B (Supplemental Medical Insurance) coverage to the disabled
and person< suffering from chronic renal disease have proved reasonably close
to actual costs, as seen in the table that follows.

Supplemental Medical Insurance Cost Projections

[(Dollars in millions)
Calendar year:

1973: 1975:
1972 estimate_ . _______ $680 1972 estimate___ oo £501
Program outlays. ___..__ T2 Program outlays-.____._ 606
1974 : 1976 :
1972 estimate__________ 420 1972 estimate_.________ 770
Program outlays__._____ 476 Program outlays_______ i

MEDICAID PROGRAM -

Projections of Medicaid costs done in 1965 and 1966, other than as shown in
the P’resident’s budeet, are not avalilable,

A long range plan was prepared by the Medicaid Bureau and submitted to
SRS on June 1. 1970 covering the period 1972 to 1976. The fiscal year 1976
projected medieal vendor payments (Federal share) were $7.872 hillion: actnal
expenditures in fiseal yvear 1976 were $7.887 hillion or 0.19 percent higher. The
estimate in the long range plan assumed no suhstantial impact of savings in what
hecame the 1972 Social Security Amendments (primarily the $600 million sav-
ings due to State program cutbacks which could result from the elimination of
the requirement to maintain fiscal effort}, The plan did. however, underestimate
costs for fiseal year 1971 through fiscal year 1975, sometimes by as much as $600
million (in fizeal year 1975).

Another long ranege plan submitted to SRS in May 1972 proiected costs for
the new fiseal year 1977 at $9.487 billion; fiscal year 1977 expenditures are $9.713
hillion or 2.4 percent higher than the figure projected five years earlier. In this
bvlan the total projected costs for fiseal vear 1972 through fiseal year 1977 (not
ineluding the trancition quarter) are $40.737 billion; actual aggregate expendi-
fures were £40.025 bhillion, or 1.26 percent lower, over the entire six year period.
The $512 million total difference is an $835 million average difference each vear.

Considerinz the wide latitnde States have to change rates of relmbursement,
scope of service<, and eligibility. these projections are remarkably accurate for
extimates mada five years earlier. It should be noted, however, that these Burean
projections are not what has been presented to Congress as hudeet requests,
During the Nixon sdministration there was a great denl of emphasis by the
Department and OMB on controlling ‘‘uncontrollable” programs.

FOOD STAMP PROGRAM

. Tn 1965, the Department of Agrienlture was not making long-term cost projec-
tions, Sn_f-h projections wonld not have heen possible then given the absence of
substantial program experience or a microsimulation model, except on a very
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1

gross basig. The first official 1977 Food Stamp program cost projections were
presented in the fixcal year 1977 budget. In 1976, the Food Ntamp program was
projected to cost &4.7 billion in fiscal year 1977, The actual fiscal year 1977

expenditures were $3.4 billion.

There are several factors which led to this underestimate. In 1976, P’resident
Ford proposed the following changes in the Food Stamp program :

Eliminate benetfits to persons with net income above the poverty level;
Initiate a 30 percent henefit reduction rate;
Replace the itemlzed deduction with a 8100 standard dednction,

It was estimated that these changes would decrease the cost of the program
by $1.2 billion in fiscal year 1977 and the estimated reduction were included in
the budget preparation. These changes did not occur. In addition, the 1976 projec-
tions assumed continued high inflation and unemploymenu rates. Therefore, the
cost of the program in fiscal year 1977 was expected to be approxtmately $5.9
billion without the proposed changes, or $300 million over the actual fiscal year
1077 program costs,

Meriton or CoxpuTiNg EsTIMATES

Senator C'vrris. Now, what was the computer model used for esti-
mating the cost of these proposals? Was it the so-called transfer in-
come model, or TRIM?

Secretary Cavniraxo. These did not exist. We really e1eated our own
computer model.

Iet me go back and answer it generally, and then if you want it
supplemented, Dr. Aaron can supplement it, because it is important
because it is related to your other questions, I think.

No cost estimate will be perfect in an area in which we are dealing
with human motivation and how individuals will react, but we have
the best data base that has ever been compiled in this area. We took
what we had in terms of our Federal records and our Federal com-
puter runs and used them to do our first cuts on this program.

Wo then had each State come in, State by State. We gave them our
numbers, we gave them our computer programs, and asked them to go
back to their States and run them with their technical people. with
their program people. and they came back with all kinds of changes
and we ultimately, State by State. came to agreement pretty much on
what the numbers were.

Then we drafted the legislationon that basis, sent the legislation
forward in August.

Since that time. we have had—most of the States have come back in.
The State of New York. for example. as the chairn.an is well aware,
raised questions about some of the assumptions that we used with
respect to the amount of fiscal velief. for example, that thev would
receive, and we reran it. We went State by State to double check our
assumptions.

The numbers T used when T testified in September of 1977 and the
numbers subsequent to that are based on this continning dialog with
the States,

T think we have the best evidence that we could have.

Transrer Income Moven (TRIM)

Senator Cerris. Is that what vou eall TRTM. that inodel ?
Secretary CaLiraxo. No: that is not the TRIM model.
Senator Curris. Who developed TRTM?
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Mr. Aarox. The TRIM model was developed over a number of years.
Involved in it were people who had worked on income maintenance
questions back in the late 1960’s, some people at Mathematica, Inc. It
was a joint eifort of a great many people.

Senator Ctrris. Were many of them previously connected with the
(rovernment?

Mr. Aarox. Some were and some were not.

Senator Curris. Who now owns it ?

Mr. Aarox. I do not know who owns it. It is currently in the public
domain, I believe. It is available freely to anyone to use and has been
used widely.

The Urban Institute has done some continuing work. I think.

May I say also that the TRIM model did not exist at the time medic-
aid and medicare——

Senator Cturris. I understand that.

Mr. Aarox [continuing]. Was adopted. and we have not used

TRIM in our work.
SSI Error RaTks

Secretary CaLirano. Senator, I have an answer to one of your earlier
questions, just to clarify the record, if I may.

Senator Curtts. Yes.

Secretary Cariraxo. The numbers T gave you this morning simply
involve the AFDC rolls. We are running experiments with the SSI
rolls to determine what the best way to match will be. So we should
have that in several weeks.

Senator Curris. Well, I think we should have as complete a check
on this Federal program to ascertain how it measures up on error
and fraud with the existing State-Federal welfare program.

Meruops Usep 1Ny Estimarineg Costs oF PrRoGrAMS

Who decides what changes are made in the premises and the equa-
tionsin your model ?

Secretary CaLirano. Senator, what has gone on, as I have indicated,
is that it has been a continuing dialog and it continues to this day.
We have worked State by State with the States to see—

Senator Curris. Well, now, do you work with some outside groups,
other than the States?

Secretary Caviraxo. I do not think so on this aspect of it. I think
it hasbeen the HEW staff——

Senator Curtis. Who actually performs the computer run?

Secretary CavLirano [continuing]. And the Council of Economic
Advisers.

Senator Curris. Who actually perforins the computer run ?

Mr. Aarox. Those are done on the HEW computer by HEW staff.

Senator Curris. To what extent was TRIM used in estimating
the costs of the present welfare prograin ?

Mr. Aaron. We have developed a separate model to integrate the
way in which people behave in the labor markets, the way in which
they respond to cash assistance. That model is different from, and
much more far-reaching, than the TRIM model because it encom-
passes a broader range of behavior.
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Senator Curris. Mr. Chairman, that is all the questions I will ask
at thistime. I will have some more later. _
Senator MoyN1nax. I thank you, Senator Curtis.

Fasiry Spritring INCENTIVES IN PresENT PRoGRAM

I will ask a question which will follow from that of Senator Curtis.
Mr. Secretary, as you remarked, on January 6 we sent a long letter
to you suggesting some of the areas of concern that we would raise,
and, of course, among these and central to the whole idea of changing
our welfare system are the effects of the existing system on families
in America.

You spoke of the family-splitting incentives of the existing system
and said that the present system is antifamily. What we would like
to ask is how do you know this? What do you know ?

We are not going to press you, you know. This is not an adversary
proceeding in any way, but we are putting forward a major social
program %ere. The Congressional Budget Office estimates that the
President’s program—as amended by the House Subcommittee—will
cost 1 percent of GNP—1 percent of the GNP is a large amount of
money.

We are going to look closely at this program because some social
change will follow. We make a claim for doing so, that this is some-
thing that has to be done, because the existing system has effects on
the lives of adults and children which are deleterious. Since Govern-
ment has created that system, Government clearly has a responsibility
to change it.

And yet, what is the evidence ? What do you know ?

This afternoon Mr. Plotkin of the Census Bureau is going to testify
that the principal reason for the persistence of poverty in the United
States in the face of extraordinary increases in social spending is
an increase in female-headed dependent families,

And in terms of the numbers of children involved, the increase in
female-headed families is about equally divided between those which
come about because of divorce—although divorce settlements com-
monly involve situations which provide for children—and because of
families that never formed. I am sorry. That is nct a very clear state-
ment, They are the children of unmarried females, and therefore
there are no family-splitting incentives. There may be incentives
in the existing system not to form families.

But, in any event, the central fact of dependency in America in
the face of the poverty program and the this program and the that
program, is its persistence. And it is asserted that this program will
change it—that the existing program has helped create this situation,
and the proposed program will change it.

Mr. Secretary, what evidence have you?

Secretary CaLiraxo. Mr. Chairman, let me go at that both in terms
of data and in terms of commonsense, if I may.

It is obviously very difficult to determine the extent to which a
cash incentive is the dominant or significant element in a decision
between two people to break up their marriage or a decision by an
individual never to get married, in effect, and have children.
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There is. in the present system, a substantial cash incentive for a
father who believes it is important to provide food, shelter. some
funds for his family, to leave. In some States there is a difference of
several thousand dollars in terms of the income to that family whether
he stays with them or not.

Second, where unemployment is high and where income is low, in
the hearings that Senator Mondale has run when he was chairing the
subecommittee in his hearings on the family, the Human Resources
Committee, there was substantial testimony and evidence—Walter
Reuther was among the people who testified—to the effect that there
was an inerease in family breakup, in child abuse, in domestic vio-
lenee within the family.

Third, we have a Seattle-Denver income maintenance experiment,
which indicaied several things, none of which, T must say in all
candor, was indicated that clearly. The experiment was not that large
and it was not aimed at this subject.

Nevertheless, it offers this kind of conflicting evidence. In a statisti-
eal basis, marriage disruption due to divorce, desertion, or separation
was more likely, in that experiment, upon families who had been on
welfare previously and were going on welfare under the system we
used.

Second, reconciliation was more likely for those families who re-
ceived the cash assistance payment when the father and mother stayed
together than it was for those families who were under the tradi-
tional AFDC single-family system for cash assistance.

Third, and we are looking at this, in fact, assembling a group of
experts to look at it, there was evidence that those families who re-
ceived cash assistance broke up as much, if not more, than those
combined families who did not receive cash assistance.

So it is—I cannot say that we have, out of that experiment, any
clear evidence one way or the other. All of those elements that I men-
tioned are statistically in that study. o

T think as central to the cash assistance for the whole family, in
terms of the profamily aspect of the President's program, is also the
jobs program. Tt is the individual, the breadwinner in the family's
having the opportunity to get trained for work and to work, and that
that is as important a component as is the fact that you receive a cash
pavment when the family is together.

Senator Moy~rnax. Mr. Secretary, with respect, sir, that is not a
persuasive answer. I want to hold on this, and I will ask that my
colleagmes bear with me a moment, because it is important.

First of all, to speak sir, we asked you about evidence, and you
come back and say commonsense. Co

Secretary Canirano. Well, let me, Mr. Chairman, if I may, give
vou the other piece of information. T left out perhaps the most im-
portant piece of data, to the extent that you can get data here, we
analyze the 1970 case-closing data in AFDC cases, and the AFDC
cases closed due to marriage or reconciliation were 100 percent
higher in States which had the UF program, in which the payment
was made to the father and the mother when they were together,
than in States which did not have the UF program.

Senator Moy~NiuaxN. That suggests something, surely.



25

But let me go through a little history here with you. and this is a
history in which you are involved. In 1964 when President .Johnson
was beginning the poverty program, I was in the Labor Department
and was doing some very—well, maybe not so simple, but maybe not
so complex, analysis of employment data, and trying to establish the
relationship between changes in employment and other social move-
ments which were considered desirable or undesirable.

I was able to show that for a long period—well, we did not have
data for that long a period, it was all postwar—but I was able to
show that between about 1946 and 1960, there was a correlation be-
tween male unemployment and new AFDC cases month by month
of 0.91. This is one of the strongest correlations ever found in social
science. As Dr. Aaron can tell you, if you get a correlation of 0.2,
which explains 4 percent of variance, you can get a Ph. D. T was
explaining 8% percent of variance, although I could not establish
causality.

Ana then, in the early 1960’s, these correlations began to break up.
I was trying to prove that unemployment controls these other phe-
nomena. And then these correlations began to break up, and they

- crossed, and in time the correlations became negative : Unemployment
would go down and the number of new AFDC cases would go up.

This led me to think that the kinds of difficulties we have had in
welfare were coming ; that the kind of data which the Census Bureau
will present us with this afternoon was coming. I was not wrong in
this. And President Johnson briefly thought I was right, but I was
then jumped upon in the most vicious way by the HEW bureaucracy,
and none were more. vicious than those people who made a comfort-
able living in the Children’s Bureau, and who said that no child was
going to be in trouble while they were there, making their own,
comfortable living.

They denied my findings were correct. They said they were not true.
And I do not think they were lying, because mostly they were stupid
people. Only some of them were vicious.

But they succeeded. They told the Government that this was not
so; and the Government found that good news is better than bad
news, and so they took the good news, and then we proceeded into
this present disaster. ‘

But now you are here—and the tradition of your Department has
been obfuscation, sometimes lying, always avoidance of this issue.
And, sir, you come before us, and we ask you for evidence on this.
You are asking to use 1 percent of the gross national product because
you think this will take care of family-splitting incentives. I ask you
for evidence and. sir, you cite Walter Reuther.

Now, Walter Reuther was, God rest his soul, a fine man. A social
scientist he wasn’t. The Seattle-Denver experiment, as you know, casts
for the first time some real doubt on the proposition that the program
you are proposing will have the effects you say.

Is it the case that, out of fear of what you might find, you have
never asked the questions to which we have hoped to hear answers
from you? Not you, yon have been there 13 months. But you were
there before. You know the mentality of your Department.
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Here you have this extraordinarﬁ' social program and, as far as
I can see, you have not 5 cents worth of honest inquiry as to whether
or not this system does break up families.

You sponsor millions of dollars of research. Have you ever re-
searched this question?

Secretary CaLirano. Mr. Chairman, let me comment, and then Dr.
Aaron may want to supplement. Sure I have asked this question.
I did not mean to cite Walter Reuther. That was a shorthand for
a study that I do not have with me, but that is part of the testimony
and record in the Mondale hearings. It was a study done, I believe,
in Pontiac, Mich.

I also would note that the two most convincing elements for me
in this regard were one, the data I gave you as far as cash assistance
was concerned, which is, namely, the extent of reconciliation being
so much higher in the AFDC-UF States versus the AFDC States that
do not have the unemployed father’s program.

Senator Moy~NtHAN. That comes under the heading of correlation.
It may establish causality, it may not at all. It may be moonspots,
sunspots.

Secretary Carrrano. Mr. Chairman, there is no way that I can, or
anybody can, in my judgment, come before this committee or any
committee in the Congress or the American people and say that we
know the reasons why families break up.

Senator Moyn1maN. But there is a way, Mr. Secretary, that you
can come before this committee and say we tried to find out. Go-down

and ask somebody.
~ Secretary Carirano. That was one element of it. Second, the
study that was done, and the studies that were done and are a part
of the record of the Mondale hearings. Third, what I would have
to say is commonsense. To the extent we believe, as a society, that
people are, in part, at least motivated by the amount of money they
receive, a system which provides motivation, which provides addi-
tional money if the mother and father are separate rather than if
they are together, I would judge to be a system which provides at
least some financial incentive for their breaking up. :

And particularly if they are breaking up and the kind of dilemma
you put a man in who happens to be poor, who wants to provide for
his family.

Now I will let Dr. Aaron speak to it.

Senator MoyNizaN. May I first say something regarding the ques-

tion of commonsense. There is a little doctrine that we call Forrester’s
Law, from Jay Forrester who invented the memory core of the com-
puters that were used for the first 20 years of that generation. For-
rester who, you know, knows something, has a rule that states that
with respect to complex social situations, intuitive solutions are al-
most invariably wrong. And he can demonstrate that.
T am not, please understand, arguing with your premise. I think,
if T may say, I was one of the people who introduced the premise
into American discussion. I did so in an article in America magazine
in 1965 called “Towards a National Family Policy.”

T did so in an introduction to a book. I got Alva Myrdal’s book,
“Nation and Family,” reprinted by the MIT press and wrote an in-
troduction. But through all the years that I have been interested in
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this, I have had to face the sustained and, I repeat, the vicious oppo-

sition of your bureaucracy, which has consistently in my view geen

gbs:urantlst such that you come before this committee, sir, naked of
act.

That is what those people with their fat salaries and their pleasingly
plump sense of social purpose have produced for you.

Dr. Aaront

Dr. Asron. I would like to make just three points. The first point is
that the program for better jobs and income is different from any of
the existing programs in the United States, and therefore one can only
draw limited inferences about the impact on the family from a system
of programs consisting only of cash assistance and apply those Infer-
ences to one that consists both of reform of the cash programs and &
new and enlarged jobs program. Secretary Califano stressed the im-
portance of that interaction, and I want to come back to that in just
a minute, '

The second is that there has been a good deal of research on what
causes families to break up. Unfortunately, as you point out, the
research. consists of assorted analyses of various kinds of data, none
of which is really experimental and so that all one has to go on are
correlations. :

But the real point that I think should be stressed is that one has to
ask whether a program that drastically alters the incentives that peo-
ple face by, for the first time, providing aid to two-parent farilies and
not requiring, as a condition of aid, that two-parent families split, a
program that for the first time assures that a fully employed worker
can support his family above the poverty threshold, deserves the
presumption that it, on its face, improves these incentives.

I would suggest that really the burden of proof ought to rest on
those who deny that such a patently sensible change in the incentives
that American families face, the burden of proof should rest on those
who deny that that will improve, over the long haul, the behavior and
the »grospects for family stability.

The best thing we can do is structure a system that makes sense, and
I think that what Secretary Califano has been saying is that the pro-
gram for better jobs and income, on its face, makes sense in terms of
the issues that you are posing.

Senator MoyNraaN. Well, thank you, Dr. Aaron and, let me say,
too—and I began saying this 15 years ago; it is not a new idea to me—
that my understanding is exactly yours, The point about the research
that you have done, and you spent millions, is, as you said, that none
is experimental. None is experimental. )

1 support this program completely, but I would support it even
more enthusiasticagly 1f I thought that, as a reward for our passing it,
you would abolish the jobs of about 100 of the peogle in your bureauc-
racy. These are people who have prevented our learning about this
subject, who have denied it existed, who have maintained their own, as
I say, pleasingly plump sense of personal worth by avoidance of a pro-
found national problem. The problem that come up, particularly in the
Children’s Bureau, is the tragedy of the lives of children who have
grown up while those people in the Children’s Bureau drew their pay
and collected their pensions.

23-935—78——3
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Just one point. I think, and Dr. Aaron would recognize this, that
with respect to those 1970 studies, Gil Steiner reports in his book, “The
State of Welfare,” that while there was a difference in closing rates,
there was no difference in desertion rates between the States with un-
employed father programs and those without. That kind of inquiry is
elusive. We have a huge social problem. Your bureaucracy has avoided
it rather than illuminated it. :

It is not your fault, but it is now your condition.

I have talked long enough.

Senator Danforth {

CoMpBINING ProGRAMS FOR THE PooR:

Senator DanrorTH. This program combines three categorical pro-
grams, AFDC, SSI, and food stamps. What does it not combine?
‘What programs to help the poor are left out ? _

Secmtarg{CAmANo. Well, there are many social service programs,
the title XX programs, the tremendous amounts of social security pay-
ments that have been in effect and lift people out of poverty, older
people particularly. . .

The housing programs that provide the rent subsidies and, in effect,
provide income for other people. There are a tremendous number of
programs not touched by.this: The unemployment insurance program
is one of them, the veterans pension programs are not touched by this,
even though in the case of one of the veterans pension it is a means-
tested non-service-related disability program. But simply winking at
that program as I went by, I got a black eye, so I moved on.

Foop Stames

Senator DanrorTH. Now, the reason for combining food stamps, for
including food stamps, was what ¢

Secretary CavLrrano. Well, there were several reasons, Senator.
First, once Congress eliminated the purchase requirement for food
stamps, they became equivalent to cash for all practical purposes.

Second, for older people and disabled people, the SSI population,
and for mothers with lots of young children, it is difficult for them to
get to the food stamp offices and pick up the food stamps..So there are
millions of people who are eligible for food stamps who do not get
them but would receive them if they received them as a cash benefit.

Third, there is a tremendous advantage in terms of error, abuse,
and fraud, to having one consolidated system. The three programs 1
mentioned, actually the food stamps program is the most fraud prone
and subject to the highest error and abuse rates of these three pro-
grams.. . '
® 1t was for all of those reasons that we folded them in.

To give you a sense of the impact of that, under present law, if you
take these three programs, we estimate that there are 40 million Ameri-
cans who are eligible for them and about 30 million Americans who are
roceiving those benefits.

Under the President’s program, because we trim some of the cream
off the top, there would be 36 million Americans eligible but we esti-
mate that 32 million or more would actually get the benefits. And a



29

lot of those extra hundreds of thousands of people who would get
them would be people who are entitled to food stamps but are not

receiving them. SSI C
I CHaNoEs

Senator DanrorTH. Now, a person who now receives SSI would be
in tier 1. Is that right ¢

Secretary Cavirano. Well, there is a separate benefit schedule for
SSI recipients, in terms of expected to work and not expected to
work.

Senator DanrorTH. An SSI recipient now gets cash; right?

Secretary Carirano, Correct; plus food stamps.

Senator DaxrorTH. Plus food stamps.

Secretary CaLirano. Correct. :

Senator DaxrorTH. Let’s leave the food stamps question aside just
for a minute. C .

With respect to cash payments, what would be the difference for an
SSI recipient ? Would he get less? _

Secretary CaLirano. No; with the provisions that we have, those
current SSI recipients would all be grandfathered, so they would not
receive less,

In future, on the whole, they should be at least as well off as they are
with the combination of SSI and food stamps.

Senator DanrorTH. Essentially they would be getting a check;
right ¢ I mean, as far as SSI is concerned, this is not cashing anything
out, it is just changing the administration ¢ :

Secretary CaLrano. Well, that is correct. It is changing the ad-
ministration of it. We did not fold SSI recipients into the AFDC
family, if you will.

Senator DanrorTH. It calls them tier 1, but it maintains the same
programs with about the same benefits as they currently receive. Is
that correct ¢ :

Secretary CarLrano. We have moved away from the. world of tiers
because it became so confusing—— :

Senator DaxrortH. The velil of tiers, Mr. Secretary.

Secretary CarLrano. We call them expected to work and not ex-
pected to work. They are in the group that is not expected to work.

Senator DanForTH. Can I call them tier 1 and tier 2%

Secretary Carirano. Well, they would essentially receive, if you
combine their food stamp and their SSI benefits together, essentially
that benefit under the new program. '

Now, States are free to supplement their SSI beneficiaries. If they
did, we would make the whole payment, however.

Senator DanrForTH. But as far as that emphasis that you have given
to this program of combining three categorical programs into one
basically what it does is cash out the food stamp program; right?

Secretary Cariraxo. I think it does something else as well, and I
may not be getting it across clearly. There are undoubtedly & number
of SSI recipients on welfare as well as SSI. The consolidation of all the
cash into one program, all of this into one computer, one master pro-
gram, in effect, would eliminate abuses to the extent that those exist.

Senator Daxrorr. Then they may be getting less? -
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Secretary CaLiraxo. Well, they are not getting more than they are
entitled to. Roughly. we estimate that about half of the SSI recipients
are entitled to food stamps and not getting them; they will get more,
if you will, If they are improperly getting payments from AFDC and
from SSI, and they should not he getting those payments, sure, they
will get less, but they should get less.

Foop Stames vs. Casa PayMENTS

Senator DanrorTir. Now, let’s suppose a person who is now getting
food stamps receives cash instead, then it is up to that person to use
the cash to buy food or buy clothing or buy lottery tickets in New
York; right?

Secretary CavLrrano. That is correct, Senator. There was a study
done in pre-Great Society programs, before there were lots of social
services programs, an analysis of how poor people spent their income
and how middle-class people spent their income. Essentially the way
it was spent was essentially the same, with poor pcople perhaps
spending a slight bit more on the basics of food and shelter.

There have been subsequent studies that we submitted on the House
side and that the Department of Agriculture submitted on the House
side also indicating that it did not affect the way people spent their
money.

Sex?ator Daxrorr. Supposing you get a person who just takes the
cash and blows it. The month is half over and they do not have any
money to spend on food. What happens to that person ¢

Secretary Cavrrano. Well, they can take the food stamps and
blow them now. They can play bingo with them or sell them, so that
T do not think there would be any difference.

hSenatgor DaxrorTH. You do not think there would be any practical
change?

Secretary Cavrrano. No; I do not. I think the one change would be
that, to the extent that there is an element of indignity about going
into the Safeway and having to lay out your food stamps rather than
lay out some cash, that would be eliminated.

Proarams Nor Casmep Out

Senator DanrorTH. Now, what other in-kind programs are there
which were not cashed out? The section 8, of course, you would call
that in-kind.

Secretary Carrraxo. I am sure that the Secretary of Housing and
Urban Development would call that in-kind. .

Senator DaxrorrH. What others? Section 8 and what else

Secretary Carrrano. Well, any of the—you know, an argument
can be made that any housing program, any public housing program of
any kind, was, in effect, not cashed out.

The problem that we had there, and the disagreement initially——

Senator DanrorTH. Just before you get into that, could you mention
what the others are? There is food stamps, which are included; sec-
tion 8, which are not included——
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Secretary Cavirano. Well, you know, we left the whole array of
title XX programs, all the day care—— »

Sc;nntor'DAN'mnTH. That is a little different though, is it not? Or
isit

Secretary Carirano. Well, we have a day care deduction in this pro-
gram. We have a day care payment, in effect, comparable to the day
care deduction in the Tax Code in this program.

You mean programs that we considered that were close to cash
that we did not cashin?

Senator DaxrorTH. Yes,

Secretary CaLirano. The veterans pension program I mentioned.

Senator Danrorti. That is cash,

Secretary Carirano. That is cash, but—there are two veterans pro-
grams. One is the service-connected disability which we never looked
at in any serious way. The other is a veterans pension program that is
means tested, non-service-connected disability which one could have
thought would fit into this,

We did not cash that out.

The section 8 programs. We did not touch the unemployment com-
pensation programs. We did not touch, as I said, the social security
programs.

Senator DanrorTH. Those are cash, though.

Secretary Cavirano. That is right.

Senator Daxrorra. I am talking about the in-kind. I mean, in food
stamps, it is a program designed expressly to help people buy food.
Section 8 is a program which is designed speciﬁcaﬁy to find housing.
So what I am talking about is the in-kind programs—which were
included, ~nd which were not ¢

Secretary Carirano. The BOGS grant in the higher education
program was not included in this. You could label all of the in-kind
programs on the domestic side of the Government, ranging from Head
Start and all of those programs in which we are, in effect, providing
a service where you coulgr:rgue that you could have provided the
mother with some money to buy that service.

Senator DANFORTH. ’Izhat is a little different, because those are kids
who are involved. That would be the rationale for keeping them
separate,

hat is the rationale for including food stamps but not including
section 81 -

Secretary Carirano. Well, I can give you the arguments on both
sides of that. The argument for including is that it is in effect
simply—section 8 is simply a cash payment. The argument for makin
some allowance for public housing is that if you are on welfare an
you are in a public housing project, you are paying less for your hous-
ing than if you are on welfare and getting the same payment and you
are not in a public housing project.

1 think it is fair to say that there was a disagreement in the Gov-
ernment about what to do about the section 8 housing and an eventual
decision was made not to include it.

Senator DanrorTH. You favored including it, did you not ¢

Secretary Cavmrano. Well, I think I thought there were strong
arguments for including it, let me put it that way.
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Senator DanrorrH. Were you that mild? -

Secretary Carrrano. I have never been shy, but I think if I were
starting from scratch, sure. I think the arguments come down on the
side of including section 8 — '

Senator DanrorTH, Basically it was an argument between you and
Secretary Harris?

Secretary Carxrano. No; the Office of Management and Budget
actually was a prime mover in wanting to include—to cash out the
section 8 program and put it into this program. ' ‘

Senator MoyntHAN. You mean that it was the OMB who wanted
to do it,and not you? S

Secretary CaLrrano. Well) let me say, at & minimum, I was lying
back and enjoying it. _

Senator MoynTHAN. But OMB lost ¢ ’

. Secretary CarLrano. OMB lost. One of the rare occasions that OMB
ost.

Senator DaNForTH, Was there a disagreement with the ths Depart-
ment of Agriculture on including food stamps$

Secretary Cariraxo. No; there was not a disagreement from the
Department of Agriculturs on including food stamps. From the very
beginning there was agreecment on that subject.

Indeed, you know, there was a discussion on whether or not we
should go forward with the administration proposal to in effect turn
the food stamps into cash by eliminating the ﬁipa,yment requirement,
and it was eventually decided that that was an efficient first step toward
cashing them out.

That is why that proggsal went forward last year.

Senator MoyntaAN. May I just add ——

Senator DanrorTH. Could I just ask one more question, Senator
Moynihan { _

enator MoyNIHAN, Please, please.

MepicArp PAYMENTS—WORK DISINCENTIVE

Senator DanrorTH. I8 it not a fact that one of the disincentives to
getting a job is that you lose your medicaid payments?

Secretary CaLiraNo. Yes; I think there is.

Senator DanrorTH. Did you consider doing something about that as
part of your program Lo

Secretary CaLiraNo. Yes; well, our desire is to handle medicaid,
hopefully as a part of national health insurance and consistent with
it. The way this program now sits the legislation‘would essentially
leave those individuals who are eligible for medicaid eligible on a
categorical basis on which they are until we have a new system.

Under medicaid, also you know, there are strong argaments that the
loss of medicaid disability is a tremendous disincentive for people
leaving the disability rolls, '

Senator DanrorTH. Leaving the what? L )

Secretary CarLvano. The disability rolls, which is becoming an

increasing problem. '

Senator MoynNraAN. Senator Dole? You are a very welcome and
gistinguished guest, and, of course, you are 4 member of the Finance

ommittee.
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Haxproarrep WoRk INCENTIVES

Senator Dore. What about the handicapped individuals? I am
aware of their benefits, but they are not required to register for work.

How are they going to get into the jobs program if they are not
so recognized { ' :

Secretary CaLrano. Well, Senator, the way the jobs program is
geared as part of this proposal, the jobs, the 1.4 million special public
service jobs, are for 'mdividuafs, for the breadwinner in the families
with children.

Senator DorLe. Can you be handica.pged? :

Secretary Carirano. Yes, sir. And if you were, you would be
entitled to the program. But what I wanted to make clear was that
if you were on SS%rwith no fa,mig, say you were disabled, there are
disabled individuals on SSI, handicapped, and had no children, you
would nﬁt be eligible for this jobs programi as it is in the administra-
tion packa,

Senator DoLE. Isthere any evidence, then, that the handicapped will
be able to participate and will benefit from the jobs program ¢ '

Secretary CarLrrano. They will benefit just as anyone clse will
benefit, to the extent that they are—that they have a family witn
children. :

Senator DorLe. But no other incentives? I mean, they have the same
incentives as everyone else?

Secretary Carmrano. That is correct, sir.

Untrory ErioIBILITY BENEFIT STRUOTURE

Senator DoLe. Senator Danforth touched briefly on the medicaid,
and I notice on page 23 you indicate that you intend to synchronize
the implementation of National Health Insurance with this program.
You referred to medicaid, and part of your emphasis has been on
trying to develop a uniform eligibility benefit structure.

Is that what may happen? We get into national health insurance
and it will be carried over into that };lrogram? : :

Secretary CaLiFano. Senator, I honestly cannot answer that ques-
tion at this time. I do not think—and that is why we did not try
and solve it. It might or might not be consistent witﬁ whatever—con-
sistent in that sense with whatever the President’s national health
insurance proposals wére. . . . , E .

What I am trying to indicate in that statement was that we
thought we ought to know what we are doing with national health
insurance, or what we think we want to recommend to the Congress. |
before we recommended the change here as far as medicaid is
concerned. - C ' b

Senator DoLe. Whenever you discuss welfare programs, somebody
is always citing horror stories on the costs. I guess, depending on the
mix of the family, in addition to the basic benefits, you could also
receive benefits under the BEOG’s program and the school Iunch
program. If you have a senior citizen in the family as part of the
mix, that is another Federal benefit. . : ‘

Someone suggested that there has been a study done to indicate
that under the proper mix—it may be in only one case in America—
you could receive up to $35,000 in Federal benefits.
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Secretary CaLirano. I have never seen that. I do not know—do you
mean someone that was on social security, going to college with a
BEOG’s grant, also on—— '

Senator DoLe. Yes, you know, if you had a rather large group.

Secretary CaLiraxo. Well, in our program, this would be integrated
with social security payments and there would be deductions made,
so I da not think it is possible under the President’s program.

Senator DoLe. Do you have any limits? I know in the food stamp
program there was some disagreement about eliminating the purchase
requirement, and we were given all kinds of examples where airlines
pilots, farmers with big landholdings, and everyone else were qualify-
g for stamps. The same charges are going to be raised—and T assume
that you are probably going to be prepared to meet those."

Do you have any figures on what the outside limits would be?

Secretary Carirano. We turned the outside limits back. It depends
upon the size of the family. But the reason why 40 million people
are now eligible and only 36 million gsople would be eligible under
the President’s program is largely because we trimmed that top
level back.

Senator Dore. But there is ncthing here that would preclude
children getting free lunches, or—-

Secretary Carirano. Nothing here would preclude children from
getting school lunches. You know, there are schools, I am sure, in
Kansas as well as I have happened to see one in the South Bronx
inhwhich the entire school was on welfare and every child in the
school—

Senator Dore. Nothing to prevent the housing assistance? I am not
criticizing, but am suggesting you must be aware of some of the
charges, maybe justiﬁsﬁse charges, that will be leveled against any
effort to reform the welfare program.

Secretary Carirano. I think that in the context in which you are
asking the question, and somebody is always going to find an excep-
tion, that on the whole, there is no question in my mind that this
program we propose is better integrated with those other programs
than the current system. Better integrated in the context of social
security and, I would hope, better integrated—it is not integrated to
the maximum extent, as Senator Danforth raised the issue, of scc-
tion 8 housing payments.

I could make a strong argument that that, in effect, is cash, the
implication of what you are saying is that that ghonld be folded in.
‘We chose not to do that.

Foop Stamps AND THE Faram Program

Senator Dore. I think Senator Danforth raised another question
that concerned which is the right way to go on the food stamp program.

As a member of the Senate Agriculture Committee, we have spent
a great deal of time on the food stamp program and we think that
the USDA does a good job in the administration of the program.
We realize that it is fraud prone, as you have indicated, but there
have been recent efforts made to reduce fraud and the rate has gone
down considerably.
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Tt is always those cases you cannot anticipate—or maybe you can
anticipate thrm—where somebody blows the money and you have hun-
ery children involved. Maybe they can do pretty much the same with
food stamps. T assume that if you had that in mind you could also
squander the coupons, but it would be a little easier with cash, and
that is the concern that some of us have.

The problem is not eliminating the food stamp program. We have
@one from commodities to food stamps, and I guess the next logical
step would be cash. But there is some concern about the children
involved and I do not know how you would protect against that in
a cash program,

Secretary Carifano. I agree with that, Senator. I think it is very
difficult to protect against that in any program, particularly when
21 in food stamps is worth $1, now, and when you get it, it is like
getting serip. so it would seem to me that anyone who, as you indi-
cated. wanted to blow it would try to blow it anyway.

There is nothing—you know, I do not think any government is
ingenious enough to make sure that every dollar that goes to the
mother or father in a cash assistance program is going to be spent
properly on the children.

Senator Dork. There is another, very practical. political considera-
tion—I do not say it is a problem, but manyv of the farmers who are
back here now. and by the way, I saw some in South Carolina Satur-
day who said to tell vou hello. tobacco farmers—but many farmers
who are back here striking are fussing about the food stamp program
heing a part of the Agriculture budget. At the same time, there is a
recognition that maybe without the food stamp program tied in with
the farm program, vou would not have either one.

Tt is a very practical political problem, not a partisan problem. We
are able to pass a farm bill and a food stamp bill because we do
mix the two together. If vou cash out food stamps—or whatever goes
heyond that—then you have another program which some rural mem-
bere might have some difficulties with.

You are aware of that. T do not know how you would address it.

Secretary Cavrraxo. Well, Senator, I am aware of that argument.
T have heard that point made.

My comment, T guess, would be T think. you know, Congress passed
agriculture bills, verv good ones, long before there was a food stamp
program. Second, T think that the benefits are so substantial to putting
this whole thing in one. consolidated cash, computerized system for
the taxpayers, that——

Coxrricring Cost Estiaates

Senator Dore. Have vou estimated the dollar savings, if that is
done. as far as food stamps?

Seerotary CaniraNo. Yes: we are talking about, combined—and
this is cn tlie asswnption that we could drive the error rates down
to about 4 percent on all nrograms, about $3 billion, $4 billion a
vear. That is not iust food stamps.

Senator DoLe. Right, the whole, the total.
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Secretary Cavirano. That is our estimate. I have—I can give you
a precise estimate for the record.

Senator Dore. That is fine. I do not want to take too much time
of the subcommittee, but the Congressional Budget Office, and I am
a member of the Bu(iget Committee, reports that the administration’s
welfare proposal will cost about $10 billion more than your estimate.

I assume that you have answered that, and maybe it is not neces-
sarl}: to fglg into it again if you can provide it for the record. It would
be helpful to know whether gou agree or disagree, or whether or not
you used a different model

Senator MoyNIHAN. Senator, could I just say that the recent judg-
ment of the CBO is that the bill, as it has passed the House subcom-
mittee, would add $21.05 billion to Federal costs?

Secretary CavLrraNo. They added a few things.

Senator MoyNTHAN. They added a few things, right.

Secretary CarLirano. Senator, I will submit a detailed reconcilia-
tion for the record. I would just note that a couple of things that I
think are interesting about that, which is that we are very close
with respect to the .cash payments cost of the program—the CBO
and us. The difference is less than 10 percent projected out to 1982,
which is pretty good, especially compared with some of the estimates
that Senator Curtis was referring to at the beginning of the hearing.

One of the big differences is that we assume and have assumed in
terms of offsets, the enactment of some of the President’s pieces of
legislation which they did not assume, which may be very chancy.
The wellhead tax is one, for example.

Senator DoLe. The wellhead tax?

Secretary Cavirano. The rebate back of $45 per citizen if the
wellhead tax were passed. And we also assume that the CETA pro-
grain, at an unemployment rate of the kind we are projecting, would
be down by about $5.5 billion, and they do not agree with that assump-
tion. ’

- So, that, I think—— e : o

Senator DorLe. Well, you have different assumptions, generally.

Secretary Carirano. But I will submit a—that is correct. I will
submit algetailed reconciliation. ' ’

[The departmental response follows:]

A CoMpARISON OF BUDGET AND CBO F180AL Year 1982 Cost ESTIMATES OF THE
PRrOGRAM FOR BETTER JOBS AND INCOME

The table below provides a line by line breakdown of the differences in Fiscal

Year 1982 cost estimates of the Program for Better Jobs and Income included in

- the President’s Fiscal Year 1979 Budget and those delivered to the House Sub-

committee on Welfare Reform by the Congressional Budget Office on January
25, 1978. A detalled explanation is provided in the paper that follows.
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ESTIMATES OF THE COSTS OF THE PROGRAM FOR BETTER JOBS AND INCOME IN FISCAL YEAR 1982
[tn bllions of doflars]

Budget CcBO Differance
Gl‘mc:::i.!': ..................................................... 25.95 28.11 +2,16
Jobs.._ 9,90 11.51 +1.61
EITC_..__. 12,95 12.63 =32
Present EATC. [ . (1.032 0 (-1.03
New E|TC for those eligible for cash assistance. __.___._.__._. .62 (1.12) (+.50
New EITC for those ineligible for cash assistance. _........... (.31) (1.51) (+.20)
Total gross costs . .. einicceiemenneeas 38.81 42,25 +3.44
‘l’o'ul gro;s com‘ excluding the EITC for those ineligible @50 w7 3,20
RSSIStANCe. . oo neececcnm e rmnann \ 3 3
Offsets. ... orca s ........................................... ) 30.04 24.8% —5.15
M“«%tu costs, excluding the EITC for those ineligibie for cash 87 .3 +8.53
] , excluding the lor those ineligible for cas
assistance...._.. g .................................... 1.46) (15.85) (+8.39)

Both ihe budget and CBO include in their net costs the amount of EITC benefits paid to persons ineligible for cash
assistance benefits. HEW has nol Included these costs as part of welfare reform in previous estimates,

Note: Totals may not add due to rounding.
1. DI¥FERENCES IN CASH PEROGRAM ESTIMATES

CBO has estimated the cash portion of the Program for Better Jobs and
Income for FY 1982 at a cost which is $2.16 billion higher than the estimates
submitted in the President’s FY 1979 Budget. This difference is due to numer-
ous different assumptions about both the state of the economy in FY 1982 and
about the operation of the program in that year. Additionally, there are some
significr. t differences in both the estimating techniques and the data bases
used. These complex differences can be summarized as follows.

A. DATA BASE DIFFERENCES

. OBO used as its data base the 1974 Current Population Survey. Budget
estimates are based on the 1975 Survey of Income and Bducation. CBO adjusts
the survey data base to 1982 on the basis of economic and population projections
and then prepares estimates using the adjusted data base. The Budget esti-
mates are made on an unadjusted data base and the results are then modified
to reflect FY 1982 economic and population projections. There appear to be
significant differences in the proportion of low income single-parent-families
and single persons estimated by these methods. An HEW analysis has shoWn
that non-aged, non-disabled single parent families constitute 439% of CBO's
recipient population as compared with 33% of the Budget recipient population.
This same analysis shows that non-aged, non-disabled single persons constitute
10% of CBO's recipients and are only 4% of the Budget recipient estimate.

This difference in the make-up of the reciplent population has significant
impacts on Federal cash costs and on hold harmless costs since average pay-
ments per person for these groups are higher than for others eligible for the
program. HEW has estimated that these differences increased CBO cash cost
estimates by $1.82 billion over the Budget estimate.

Budget analysts belleve that the Administration's estimates are more ac-
curate for the following reasons:

(1) The Survey of Income and Education, three times larger than the Cur-
rent Population Survey used by CBO (150,000 households vs. 50,000), was
taken specifically to count the number of families with children in poverty.
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The larger sample size was used to count precisely the kinds of families for
which CBO estimates exceed the Budget's.

(2) OBO bases its projection of single parent families on recent growth rates
of that demographic group. While such projections are always subject to un-
certainty, it is fair to say that a consensus of experts belleves that in the future,
while this group will continue to grow, its growth will be concentrated among
higher income families that would not be eligible for cash assistance.

Additionally, the CBO data base contains lower asset levels than the data
base used in the Budget estimates. By including specific questions concerning
assets, the Survey of Income and Education provides a more complete picture
of the asset holdings of famlilies eligible for PBJI. CBO estimates that the
assets test will save $850 million less than the Budget estimate and, accord-
ingly, projects greater outlays for cash assigtance.

B. PROGRAM ASSUMPTIONS

CBO has mad=2 several assumptions about the operation of the program which
differ from tbe Budget assumptions. First, CBO has assumed that program
eligibles would participate at a higher rate: an overall participation rate of
89 percent (on a dollar basis) rather than the 86 percent assumed by the
Budget. The participation rates on a person basis are 839, for CBO and 849
in the Budget estimate. This increase CBO estimates by $700 million. Program
participation rates (i.e, the percent of elirible persons who recelve benefits)
under current program provide the only hard evidence on which to base a pro-
Jection of such rates in the future. Estimates of participation in the existing
Food Stamp program, which is open to all low-income persons, ranges from
50 percent to 80 percent. The aged show a 53 percent participation in the Sup-
plemental Becurity Income program. Single parent families (In AFDC) and
the disabled (in SSI) show high participation rates, 91 percent and 81 percent,
reapectively. However, only an estimated 20-25 percent of two parent families
who are eligible for AFDO-UF in 26 states actually claim benefits. Both CBO
and the Budget analysts believe overall participation will rise from that in
current programs. CBO believes it will rise to a greater extent.

Second, CBO has assumed that the income tax laws which existed In' 1977
would prevail through 1082, The Budget has assumed that tax thresholds (l.e.,
the i{ncome levels where tax liabilities begin) would be adjusted upward over
time, as they have been in the past. This dramatically affects the cost of the
tax reimbursement provision of PBJI which provides for tax relmbursements
to cash eligibles whose net earnings have been redunced by income taxes. This
tax assumption increases CBO cost estimates by $810 million,

Third, CBO has assnmed the program would be implemented in April 1981,
The Budget assumption i that the program would not be implemented until
July of 1981, Thus the benefits in the first quarter of fiscal year 1982 {October-
December 1981) have been adjusted for one more gquarter of Consumer Price
Index change in the Budget estimate. In addition, the Budget assumes that
benefits would be readjusted as of January 1, 1982 for another six months of
inflation. Thus the Budget estimates assume benefit levels for the last three
quarters of fiscal year 1982 that have been adjusted for three more quarters of
Consumer Price Index change. This difference along with differences in assumed
level.of increases in the Consumer Price Index acts to lower CBO cost estimates
relative to the Budget by $1370 million.

0. EOONOMIO ASBSUMPTIONS

CBO has a generally more optimistic set of economic assumptions for 1982
than the Budget. General inflatfon assumptions are fairly similar (averaging
8.19% from FY 1978-FY 1982 for CBO and 6.09% over the same period for the
Budget). This increases CBO costs by $20 million for items that are separately
estimated such as administrative costs. CBO, however, assumes a slizhtly lower
unemplorment rate (4.5% vs. 4.7%). This decreases CBO cost estimates by
$120 millfon.

Additionally, CBO assumes a significantly higher rate of real growth in the
economy. This decreases CBO costs by $440 millon.
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D. OTHER CABH DIFFERENCES

1. Puerto Rico costs

CBO has estimated that the cost of the cash program in Puerto Rico would
be $330 milllon higher than the Budget estimate. The CBO estimate is based on
data from the 1970 Census, The Budget estimate is based on data from the 1975
I'ood Stamp Survey. Both estimates have been adjusted to FY 1982, Budget
analysts believe the Budget estimates based on the later Food Stamp Survey
are more reliable since the Food Stamp Survey covered roughly the same popula-
tion as would be eligible for PBJI and has the advantage of being significantly
more current.

2, Administrative coals

While CBO has a higher participation rate and a different mix of recipients
than the Budget, it projects a smaller eligible population. This reduces its admin-
istrative cost estimates by $330 million.

3. Emergency necds

CBO has not adjusted the Emergency Needs block grant for inflation from
1978 to the date of implementation. While H.R. 9030 does not specifically provide
for such indexing, the Budget estimates have assumed it would be indexed. This
decreases their estimates by $100 million,

4. Start-up costs

The Budget includes $70 million for non-recurring program start-up costs in
FY 1982. CBO does not. This decreases CBO cost estimates by $70 million. (CBO
assumes that the program is in full operation in 1982 angd thus projects no start-up
costs by FY 1982.)

E. SUMMARY OF CBO AND BUDGET DIFFERENCES IN CASH ESTIMATES
[In billions)

CBO estimate_ e e $28.11
Budget estimate. oo e 25. 95
Difference . e ——— 2.168

Reconctliation (“+4" indicates CBO greater than Budget) :

Data base differences:
Demographie structure of recipient populations..._... ——————
Assets Information
Program assumptions:

Participation Rate. ... .70
Current tax system unchanged.._..... ——— :t .81
Implementation date and level of indexing - — 1.37
Economic assumptions:
Inflation rate..... -+ .08
Unemployment rate. cececoamrana- - .12
Real growth rate._ - .44
Other:
Puerto Rico costs. + .88
Administrative costs. - .88
Non-indexing of Emergency Needs - .10
Start-up costs - .07
Difference o oo_o__ - + 2.16

II. DIFFERENCES IN JOBS PROGRAM ESTIMATES

CBO has estimated the costs of the jobs portion of the Program for Better
Jobs and Income at $1.61 billion more than the Budget estimate, The difference
stems largely from implementation assumptions.
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A. PHABE-IN ABSUMPTIONS

CBO has assumed that during FY 1982, the jobs portion of PBJI would be
fully operating. The Budget cost estimate has assumed that the program would
be phased-in over the course of FY 1982 as public jobs in the countercyclical
CETA program decline to sustaining levels. This increases CBO cost estimates
by $1.24 billion.

B. DIFFERENT SLOT ESTIMATE

CBO has additionally estimated that the total number of jobs slots necessary
when the program is fully implemented is 40,000 more than the Budget estimate.
This difference is appares:tly due to the same kind of differences in the make-up
of the recipient population discussed in the cash section. This increases CBO
cost estimate by $370 million,

C. SUMMARY OF CBO AND BUDGET ESTIMATES OF JOBS PROGRAM

. {In dbillions]
CBO estimate. o e $11.51
Budget estimate o 9.90
Difference oo oo_.__ . --+ 1.61
Reconciliation : .
Phase in assumptions. 1.24
Different slot estimate.. e .37
Lot o e ————————— + 1.61

III. DIFFERENCES IN ESTIMATES OF THE EARNED INCOME TAx CREDIT

CBO has estimated its total EITC costs (i.e., benefits to those whose incomes
are below and those whose incomes are above the cash assistance eligibility ceil-
ing) at a level $320 million lower than the Budget estimate. This total difference
is the result of several accounting and estimating differences.

A. ACCOUNTING PRACTICES

The PBJI changes the method of paying the EITC benefits. Under present rules,
eligible persons file for an EITC on their tax return, after the end of the tax
vear. Under the new EITC, Federal withholding taxes will be reduced during the
tax year to provide EITC benefits on a continuing basis during, not after, the
tax year.

The Budget estimates are based on projected actual Treasury payments during
FY 1982, Some of these expenditures are tax refunds made during CY 1982 for
claims filed on 1981 tax returns, under the old EITC Program. The CBO estimates
assume that there is no carryover of refunds into the following calendar year
under the old EITC rules (i.e., prior to the change in method of payment) and
reflect only the costs of the new EITC. :

The Budget estimate can be broken down as follows: )

. . {In billions] S
Outlays from old EITC in fiscal year 1982 ——— 1.03
Outlays from tiew EITC in fiscal year 1982: '
To persons eligible for cash assistance_ e .62
To persons not eligible for cash assistance oo oo oo ._. eem-= 1.31
Total ... - 12,95

1 Tota' does not add due to rounding,
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The differences between the Budget and CBO estimates can be summarized as
follows:

{in Dilliona]
Budget -..... e o e e e e e e 2 e e - $2.95
CBO e m ;e — e ———— e m——m——e 2.63
Difference —cceooeocoonee —— .32
Reconciliation : '

Inclusion of old EITC cost8.. ... ——- +1.03

Use of outlays rather than obligations: . \
To persons eligible for cash assistance..... ; ~ .50
To persons not eligible for cash assistance_ .o ____ — .20
Difference e, -;:-;-:-;-;_;;--_--;---:-__.--- 1,33

1 Total does not add due to rounding.
B. COMPARISON TO PRIOR ADMINISTRATION EITC ESTIMATES . - Cd

Two further points should be made about these estimates. First, previous
estimates have not included EITC payments made to persons not eligible for cash
assistance in the costs of welfare reform. Such payments were and are viewed
as desirable but separate tax reductions. Both the CBO and the Budget estimates
are therefore higher than prior estimates. o

Second, the CBO EITC estimates assume an implementation date prior to
FY 1982. The Administration assumes an EITC implementation date of Jan-
uary 1, 1982. This means that in the Budget estimate, new EITC program costs
are incurred for only three-fourths of FY 1982, Since CBO has assuined, as noted
earlier that the program will be in full operation in 1982, it has no phase-in of
the various program compoenents.

IV. DIFFERENCES IN On‘sn"l"s

The CBO estimate of offsets is $5.15 billion lower than the Budget offsets. This
is the result of a series of estimating differences and varying decisions concerning
inclusion of items as offsets. These differences can be classified into three cate-
gories : differences in estimates of Included offsets, offsets included in the Budget
which are not included by CBO, and offsets included by CBO but not included in
the Budget. Detalls of these differences are shown in the attached table.

A. DIFFERING ESTIMATES OF INCLUDED OFFSETS

Both the Budget cost analysis and the CBO analysis agree that PBJI will elimi.
nate five programs (AFDC, SSI, Food Stamps, the Work Incentive Program, and
the existing EITC), cause decreased outlays in two programs (Regular Unemploy-
ment Insurance, and Housing ‘Assistance), and increase revenues in one other

- (FICA taxes). There are many relatively minor differences in these estimates and
four major ones. CBO’s AFDC and Food Stamp estimates are $1.36 billion and
$640 million greater, respectively, primarily due to higher CBO forecasts of the
number of single-parent families in poverty. CBO’s SSI estimates are $990 million
lower due to an apparently lower estimate of the aged and disabled recipient
population. CBO’s BITC estimate is lower than the Budget’s by $470 million due
both to the accounting differences discussed earlier and CBO's generally higher
estimates of wages.

Net difference: --$890 million.

B. OFFSETS INCLUDED IN THE BUDGET BUT NOT BY CBO

There are four offsets taken in the Budget but not taken by CBO.
The Budget assumes that the existence of the public jobs program in PBJI will
eliminate the need for an extended unemployment insurance program. CBO has



42

assumed that the extended program will not be continued by the Congress through
}'Y 1982 even without PBJI. CBO has similarly assumed that the CETA Title VI
Program would expire by FY 1982 without PBJI and has not included that cost as
an offset. The Budget counts CETA Title VI program costs as an offset because it
represents a reduction of Fedseral expenditures in a related area that would no
longer be necessary in 1982 as a consequence of welfare reform.

The Budget assumes that the passage of wellhead tax legislation and the sub-
sequent distribution of those tax revenues to PBJI eligibles through the cash
guarantee will be a further offset to costs, Finally, the Budget assumes that sav-
ings which are realized through reduced fraud in the Medicald program will be
applied to PBJI costs.

Net difference: -—$6.5 billion.

C. OFFSETS INCLUDED BY CBO BUT NOT IN THE BUDGET

CBO includes two offsets and one additional cost not included in the Budget.
The single largest element is a $850 million increase in Federal income tax reve-
nues. These increased revenues appear again to be due to CBO’s higher assump-
tions on wage growth. )

CBO additionally includes a negative offset which is due to increased adminis-
trative costs in Medicaid. These costs are assumed to occur because of added
complexities in integrating PBJI with the existing Medicaid Program. The Budget
has assumed the Administration will propose health insyrance reforms which
will eliminate these costs.

Net difference: +$460 million.

SUMMARY OF OFFSET DIFFERENCE

{in 8illions of doflars)
Budget cBo Difference
............................................................ 7.61 8.97 1.36
7,08 6.09 +-.99
i " g
Work incentive progra .3 48 +. :1
Increase in FICA taxes ... .50 A8 - 02
Regular unemployment insurance ... _____._____._____ .30 .44 +.14
HUD. .o oo e e, .60 g2 +.12
Included by the budget but not by C80:
Extended unemployment insurance - .60 - 60
CETA public sector jobs......_... - 3.90 ~3.90
Reduced fraud in medicaid... . - .50 —.50
Welihead tax revenues..... ... ... ... _________ 1.50 —1.50
Included by CBO but not by the budget:
increased Federal Income tax.. .65
Child nutrition............... i_os
Med -2

LN 30.04 24.89 ~5.15

DETALLED SUMMARY OF BUDGET AND CBO DIFFERENCES IN CASK AND JOBS PORTIONS

[tn billions of doMars) -
Budget Ggo Difference
Cash program detail: X . X
Bssic Federal program (including State fee and Puerto Rico) 22,60 24.36 +1.76
Federal share of State supplements__._______. . 1.9 2.04 +.05
Hold harmless ... .. _ . .. _._. 56 1.08 +.52
Emergency needs .. ... _.__._ . .73 .63 -. 10
Start-up costs . . PR N7 R -.07
L 25.95 28.11 +42.16
Jobs \gromm 3’""% J 940 1
ages andoverhead. ... ... .o iieianna. X . 3
Adgﬂnlstrnlon ................................................ % ........ :'..36}
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FAMILY SPLITTING

Senator DorLe. You were talking about this with Senator Moyni-
han, but I wonder if family breakups are any fewer in States that have
AFDC with an unemployed parent? In other words, is there a differ-
ence in States that offer aid to intact families and in States where
they do not have such a program?

Are there any recent studies? As I understand it, about the time
he left, Secretary Weinberg indicated that there was no difference.

Secretary Carirano. The difference, as I indicated to Senator Moy-
nihan, was a difference in the reconciliation of families in AFDC-UF
States, which were 100 percent higher when they had the UF pro-
gram than where they did not. Senator Moynihan then indicated that
that same study also displayed the fact that the desertion rates were
about the samse,

Senator Dore. In family breakup, there was not any change?

Mr. Aaron. It is a little puzzling. The evidence is not clear. There
seem to be differences across races and I think that this is the kind
of data, the kind of study which Senator Moynihan’s earlier struc-
tures apply with particular force. There are a great many differences
that characterize States with the unemployed father program that
differentiates them from States that do not have those programs.

It is very hard to know whether the differences that may exist
across those States of marital splitting are due to the presence or
absence of the UF program.

Senator Moy~N1HAN. The elemental question would be are there
differences in these rates in the entire population between these States?

Senator Dore. Thank you.

Foop StaMps AND THE FaryM Procram

Senator Moy~NiHAN. Senator Dole, before you leave, as you may
have to do, may I suggest that you have raised a very serious ques-
tion which I think the administration and this committee ought to
address itself to, which is what will become of the farm program if
food stamps are cashed out?

NEeep ror Casaing Our HousiNg ASSISTANCE

It would certainly be the worst possible example of bureaucracy
in this city if that bureaucracy which did the generous and public-
spirited thing, grievously lost its own bureaucratic interests in con-

uence. We have seen two rather striking examples of what I would
think to be public spirited as against bureaucratic oriented behavior.

The Department of Housin% snd Urban Development beat OMB,
beat the President, beat you sall, by insisting that section 8 be kept
as a separate program. How much do section 8 subsidies come to right
now, do you know?

Secretary Carirano. When we were talking about it in those terms,
it is about $400 million. :

Senator Mov~Niman. About $400 million. Not much for a big
bureaucracy.

23-935—78—+1
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Secretary Romney. I believe, got that program, and there must be
a [,rood 4,000 bureaucrats who run it, and they are damned if, just for
a lousy $400 million of Government money, they are going to give up
their jobs, right ¢

I mean, it is only money, and it is not theirs. Treasury hauls it
in, and they are not going to give up their jobs. No, they said to the
President.

In New York City, for example, some section 8 financial subsidies
come to $9,000 a year. No, said HUD. We will not give up a single
(GS-14, and the President be damned.

That is what they said, and they won.

Agriculture said, look, it makes sense. We have gone from commodi-
ties to stamps, and to make the logical next step to cash does make
sense. This is what the Presidert is trying to do. We will support him.
The Secretary supported the President. ind, in doing so, they did, in
fact, risk losing that coalition of urban Congressmen who have been
supporting the farm program because of the food stamp program.

I think it is incumbent uﬁon us to make some general commitment
that if this program goes through, as we hope that it does, the farm
program remains. I think that is something—that is a claim that the
agricultural interests and that the Department of Agriculture should
do, if only to prove that doing the respectable and honest thing and
helping the President is not always a mistake in Washington.

Senator Curtis? :

Senator Cyrris. Thank you, Mr. Chairman,

Mr. Secretary, I have a number of questions, and if any of them re-
quire a lengthy answer, why say so, and you can put it in the record.

Orp Foop Stramps Dara Urmizep

The first, the data you cited upon participation in the food stamp
program, now that is old data before the Congress did away with the
purchase requirement, was it not ?

Secretary CALiFaNo. Yes; it is, Senator, but the—

Senator Curtis. And it was expected that that would increase par-
ticipation, was it not %

Secretary CaLirano. To some dxtent, but it will not close the gap,
because much of the reason why people do not art(i)((:)igate in the pro-
gram is because they have to go down and get the food stamps.

Senator Curtis. Now, under existing law—— '

Secretary CaLirano. Particularly for old people and disabled people.

MarnraiNing SSI Benerrr LeveLs

Senator Curtis. Under existing law, the aged, blind, and disabled
who receive SSI benefits huve their benefits annually indexed.

Secretary CaLirano. That is correct.

Senator Curtis. What gbout your proposal, for those groups?

Secretary Carirano. The President indicated in his message to
Congress that he would take into account and maintain the real level of
the income. He did not fﬁ:ecify the way in which he would do it, The
Corman subcommittee bill indexes all of these payments.



45

Mersop Usep ixn CoMpuTING DaTa

Senator Curtis. You use, as I understand it, a survey of income and
education, or SIE, data from the Bureau of the Census, and I will have
some questions for Mr. Plotkin this afternoon.

What, however, was the new computer model on which these data
were run if it was not TRIM %

Secretary Carrrano. We develo our own computer model. I
might say, Senator, we have—and 1f you want to have your staff get
into this in depth—we turned over all our software, everything, to
the Congressional Budget Office. They have our entire model. -

Senator CorTis. You have a new model, then? -

Secretary CaLirano. Yes, sir. . ,

Senator Currrs. What is the proven reliability of this new model?

Secretary CaArLrrano. Well, the best measure of reliability is our
going back again and again, State by State, to check our assumptions
and check our data against what the States have, and we have made
many changes in response to the States doing their own computer run.

Senator Corris. I understand that the Congressional Budget Office
has been furnished this model and that they are working to correct
its defects. They have recently come out with estimates saying that the
administration’s welfare reform proposals will increase net Federal
costs by $14 billion if expressed in terms of 1978 dollars, and $17 bil-
lion if expressed in terms of 1982 dollars. : ‘

Do you agree with these estimates?

Secretary Carirano. I will submit a reconciliation of the CBO com-
ments on our estimates and the differing assumptions so that you can
make a judgment on that.* I would note that we have worked closely
with the Congressional Budget Office and I think we are at a point
now where the only differences between us depend on what kind of
an assumption we make,

Senator Curtis. Well, what is your answer? Do you agree——

Secretary CaLirano. We do not agree.

Senator Curtis [continuing]. On the $14 billion and the $17 billion?

Secretary Carmrano, Well, we do not agree, Senator. If you take the
gross costs of the two programs, our estimate was $38.81 billion; the
CBO estimate was $42.25 billion, a difference of $3.44 billion, a differ-
ence, 8s I noted, of less than 10 percent. That difference reflects some
differences in assumptions.

ASSUMPTIONS UNDERLYIN"G HEW axp CBO EsrtiMaTEs

Senator Curris. Now, Mr. Secretary, my next question, which is on
my worksheet here as No. 6, is something that is very linked and I
will have you submit it for the record to save time. .

But what I am asking is to furnish this committee, in narrative
form, all of the premises, hypotheses, equations, and assumptions that
underlie your estimates and the program from which these estimates
were derived. ‘ '

Then I suggest you permit the committee to explore in particular
the data, the methodology and rationale for the assumptions, any sen-

* Previoualy submitted : S¢e p. 38.
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sitivity analysis done to judge the impact or possible variations in as-
sumptions and so on, and then I say it should include, but not be lim-
ited to, and then I list some 18 points.

Senator MoYNIHAN. Woulmhe Senator yield? I believe you said,
and it was a slip of the tongue, you said the “mythology” of the pro-
gram. I think you meant “methodology.” They are almost synony-
mous, but sometimes a distinction is made in the world of computer
programing. i

Senator Curtis, My prompter has it “methodology,” but I am not
sure what I had said,

At any rate, here is the question, and it will save considerable time,
as well as, I think, that it will enable you to reflect on what it is so you
can lay it out. And what we would like to do is have the picture, the
facts before us, as to how you arrive at your figures, and then we can
compare that with other estimates, pro and con, and we will know
why they vary, and soon.**

Now, I note that the administration has claimed as offsets (a) the
discontinuance of CETA public service jobs program; () reduced
fraud and medicaid; (¢) the proposed crude oil equalization tax re-
fund; and reduced payments for extended unemployment insurance, -
which the Congresional Budget Office has not.

Do you continue to claim these offsets, and, if so, why?

Secretary CaLirano. Senator, that comes from an offset chart that
T used when I originally briefed on this program in August and in
S}:sptember. I think that some distinctions have to be made among
them.

The CETA. program—it is not that we do not claim the discontinu-
ance of the CETA program, we simply said that if unemployment
levels were at the point at which the CEA and we projected they
would be-in 1981 when the program went into place since fiae counter-
cyclical CETA is a program that comes into play with various levels
of jobs depending on the unemployment rate, if that were down to
where we thought it would be in 1981 that we would not need $5.5
billion of CETA money.

So we intend to continue the CETA program. It is just that the
unemployment rate would not have tri%gered it,

Second, with respect to medicaid fraud payments, that was $400
million that I set as an offset against the program, Those are antifraud
programs that I have introduced in the last few months that I think
. will result in reductions and I applied it to that program.

That was in the context of the President’s command that I find the
money, in effect, somewhere else to hold the cost of the program down.

Senator Curris. Well, we have medicaid for the poor and medicare
for the elderly. Now, if we enact a program of medical assistance for
people who are neither poor nor elderly, there will be more individuals
that will be eligible to commit fraud if they so choose, will there not ?

Secretary CarLrrano. Well, every time you have a program there is
an opportunity for somebody to misuse the program. That is true of
everything from the tax incentives for the investment tax credit for
coxl'Porations to the medicaid program,

have been struck—I will say that, as an administrator, I have
been struck by the looseness with which many of these programs are
being administered and the extent to which they are prone to error

® & Response appears in Part 2, Appendix A,
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and fraud and abuse. That is one of the reasons why we are recom-
mending so many of these changes.

I think we cannot ignore the fact that some of these programs have
become enormously complicated, with regulations—Senator Mo;lvnihan
held earlier hearings—we had photographs of stacks of regulations
taller than a woman who was a secretary in the Los Angeles office.
They came to over 5 feet tall in terms of the regulations that applied
to the Los Angeles County welfare programs,

One of the hopes and objectives of the President’s program is to
get rid of that.

Senator Curtis. Now, the Congressional Budget Office includes, as
an offset, and you have not, the increased costs for medicaid eligibility
determination. I thought you were excluding entirely medicaid when
vou were considering this new program.

Is that true? If so, can this be considered as an offset ?

Secretary Cavtrano. I think they add that as an additional cost.
I think on that we operate under different assumptions, and I would
like to answer that question precisely for the record, if I might.

Senator Curtis. Now, on these assumptions, the more optimistic
you are, the lower the cost of this program; am I right?

Secretary Cavirano. What we have tried to do, I think, is make
accurate assumptions, Senator, and we have checked them. We have
checked our assumptions about what States will do in the context, of
fiscal relief, what individuals will do, what State programs exist,
general assistance programs, repeatedly to make them as accurate as
we can.

Can I guarantee that every assumption we use is correct? No. Can
the Congressional Budget Office guarantee that every assumption they
use is correct ? No.

There is no way, when we are dealing with human endeavors here,
to—-

Meprcam Eviemsiniry CRITERIA

Senator Curris. Well, now, in reference to medicaid, you said in

vour August 6 release that existing medicaid eligibility criteria will
preserved. And then you go on to say, “This will insure that the

new eligibility rules under welfare reform do not automaticelly ex-
pand the medicare rolls,”

Isthat not somewhat of a contradiction?

Secretary CavriraNo. No, Senator. What I was saying there is that
those which arve categorically eligible today would remain categori-
cally eligible for medicaid under the better jobs and income program.
But those like many of the singles and childless couples, for example,
that would be eligible for better jobs and income, would not, by reason
of that, be eligible for medicaid.

What we have said is that we intend to make our recommendations
about medicaid in the context of the recommendations we make about
national health insurance so that we may have a consistent policy.

Senator Curris. Well, now, at the present time, medicaid eligibility
criteria include automatic eligibility for all cash grant participants.
How do you propose to differentiate between those cash grant recip-
ients who get medicaid and those who do not? ,

Secretary Canmeano. Well, we would have to make that differentia-
tion in some simple way, if medicaid were not changed as part of this
program. But let us remembet that the effective date of this program
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is in 1981 and, by that time, hopefully we will have our plans on the
table for national health insurance and we will have our recommenda-
tions about medicaid vis-a-vis this program.

Senator Curtis. And you and I may not be here.

Secretary CALIFANO. %eu, that is possible.

Senator Curtrs. Well, I am sure I will not.

Secretary Carirano. We will miss you, Senator.

Senator Cormis, Thank you.

As Secretaries of HEW go, you are most fortunate. I am sure that
there have been at least four or five in the past who hoped that 1
would drop dead or retire from Congress, and you are going to live
to see it happen.

ComparING House Prorosars WITH ADMINISTRATION PROPOSALS

Last week, Mr. Ullman offered a measure which will make several
changes in the welfare program which are different from yours. Do
you support retention of the food stamp program, as he doesf

Secretary CavLrrano., No; we do not, Senator. I would note that he
does not mﬁport retention of the food stamol()xf)rqgmm for the SSI
recipients. He supports the retention of the food stamp program only
for the AFDC recipients.

Senator Curris, Do you support confining aid to present categori-
cally eligible people, as he does, or do you think it should embrace
singles, childless couples, and the workin%?oor?

Secretary Carirano. Congressman Ullman’s proposal, I think,
would bring in additional people under the cash payments program.
It llls not limited to the people who are currently eligible, so essen-
tially—

Senator Curtis. But he does not include singles, childless couples or
the working poor, does he ?

Secretary CaLirano. No; that is correct.

Senator Curmis. You dof

Secretasy Cavrrano. Yes; we do.

I should note that the working poor, the two elements about the
working poor, I mean, most of the people on welfare work. They do
something or other.

Senator Curris. Most of the people do not work.

Secretary Carirano. No; most of them work. They work at least
part time. So we have been for years providing payments to the work-
Ing poor.

Second, he retains food stamEs for singles and childess couples, so
that would be comparable to the cash payments we are making for
singles and childless couples,

Senator Curtis. Now, Mr. Ullman would continue State adminis-
tration of AFDC, would henot {

Secretary CAaLIFANo. Yes; he would.

Senator Curris. But you would disagree with that ? :

Secretary CaLirano. No; we leave a State option for the intake and
eligibility determination. States can make their own option.

The reason we came to that conclusion was that I literally met,
personally, with all of the Governors, onié afternoon, and took them
through- the administrative Eroblems,~ and they opted—they urged
us to give them the option eithet to lat the whole progtam be federal-
ized or to let them continue with the intake and eligibility functions.
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A}Ind I think that different Statis will make different decisions about
that.

What we do need, in terms of getting rid of the fraud, getting the
error and abuses out, is that we make the cash payments and the
computations and we do that in a compatible computer system
throughout the country.

Senator Curtis. The House Ad Hoc Committee on Welfare Reform
has made several critical changes in the administration’s bill. Among
the more important are these : indexing benefits permanently.

Do you support that$

Secretary Carirano, We have indicated that—I guess I would have
to say that we are not certain whether we sup)ﬂ)lrt that method of
doing it or not. The President did indicate in his message that he
wanted to maintain the real level of benefits, but we were not, at that
point in time, prepared to index all benefits.

Senator Cortis. They also favored removing the cap on benefits for
families of more than seven members. Do you support that?

Secretary Carrrano. I think we would find that acceptable; yes.

Senator Currrs. They also proposed dropging the proposed Imputa-
tion of income to assets. Do you support that '

Secretary CaLrano. We think our system of imputation is better
than the system that the House subcommittee adopted and this com-
mgdt%ed will have to make the judgment, because we think it was more
& . ‘

We would tgmfer our legislation. What they did, ¥ou may recall,
was to drop the level to $2,500. We had had assets of $5,000 and we
imputed 15 percent income or all of it over $500.

Senator . They also had provisions resulting in much higher
marginal tax rates. Do you support those{

Secretary CarLrrano. That 1s a matter of some concern to us. We laid
our case out. We had a full opportunity to lay our case out, and the
committee decided that they were willing to have those tax rates for
some of the expected to work Eeople, in order to permit the larger
states—in order to permit the Federal Government to help bear the
cost of higher subsidies from the larger States.

I would note that, as high as that benefit reduction rate is—it hits
70 percent, I guess, or higher—there are portions of the income range,
critical 1port,ions around the $7,000 level under Chairman Ullman’s
proposal in which the tax rate is 99 percent. So an individual would
make 1 cent for every dollar he earned over roughly a $300 or $400
segment, of that, and there are other portions in which the T'lman
proposal is higher than the House subcommittee.

Cost EsTiyMaTtes oF CHaNGES MapE By HOUSE SUBCOMMITTEE

Senator Curtis. How much more, in your judgment, will all of the
committee’s changes cost ¢

Secretary CaLirano. We do not have a figure on that. The Congres-
sional Budget Office has costed it out, as Chairman Moynihan noted
earlier. I think he was using 1982.

We will be costing that out as we examine the bill. They just com-
pleted action on it last night. _ ‘ '

Sent?xtor Curris. Would you supply the record for your best esti-
mates

Secretary CaLwrano. Yes, we will.*

¢ See Part 2, Appendix A,
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Way Increasep Costs 1IN WEeLFARE Rerorm$.

Senator Corris. Mr. Secretary, can you explain to me why gou have
found it impossible to design a welfare reform program that does any-
thing other than add over%xll5 billion to our welfare program ¢

Secretary CaLirano. Senator, what it adds—certainly we would not
be in agreement on the $15 billion figure, but I would note something
that is very important for everyone to remember, which is $8.8 bil-
lion of the administration’s proposal is a jobs program. It is designed
to get people off the welfare rolls and onto the working rolls, and that
is the largest, single component of additional cost in the program.
Indeed, it is the largest single component of cost.

And that is the critical and most decisive element of increased cost.
And that was a judgment that we should try to get people working,
that there is a value for people working and that it is important that
they be given an opportunity to work.

Senator Curris. Well, I believe that the American people, when
they hear the President talk about welfare reform, they believe that
it will be fewer of their dollars, tax dollars required for it, and that
thero will be fewer people drawing welfare, - . .

While you disagree as to the amount of ihcreased costs, I take it you
are agreed that the program you propose will reach some categories
which are not now reached and that also it will cost more than the
present program. .

Secretary Carrrano. Our estimate of increased costs, net Federal
cost, was $2.8 billion. But one must remember, Senator, that one of
the major components of that is the fact that a decision was made to
provide some fiscal relief to the States and to the cities, and that fiscal
relief approaches $2 billion of that added cost.

Well. that was a decision—and T might note that this committee, in
connection with its consideration of the social security bill, had made
a decision to provide some immediate interim fiscal relief, this year, and
that, indeed, when Senator Moynihan and Senator Long proposed
fiscal relief over the 3-year period, you yourself proposed, accepted
it in effect, and wanted to use it s a method of helping reduce the
error rates, and so geared the second 2 years of fiscal relief to that.

So T would think that the principle of fiscal relief is one on which
there is a fairly broad, bipartisan consensus in the Congress right now.

Senator Currrs. Well, now, do you want the record to stand that
even with that the program that you are proposing will only increase
costs by §2.8 billion ?

Secretarv Cavrrano. That is the best judgment that we gave, but
that includes the offsets T mentioned which the Congressional Budget
Office—some of which the Congress.onal Budget Office—does not con-
sider as offsets.

Urnax IxstrrrTE AND Matnrratics, Ine. CoxTracrs

Senator Curtis. Has the Urban Institute and Mathematica, Inc., re-
ceived any contracts?

Secretary Carirano. From HEW? I would have to supply that for
the record, Senator.

Senator Curi1s. You do not know?
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Secretary Carirano. If I had to guess, I would guess that the Urban

Institute has, but I will submit for the record whatever I have. )
Senator MoyNTHAN, Mathematica carried out the New Jersey experi-

ment, and the Urban Institute, about a third of its income comes—
Senator Curris. I would like to have Kou submit for the record the

c}lfg%s that have been paid to each of those groups from 1965 on by
Secretary Cavirano. I will, sir.

[The departmental response follows:]

Attached is a list of contracts and grants awarded to Mathematlea, Inc. and
the Urban Institute by the Department of Health, Edueation, and Welfare, Of-
fice of the Assgistant Secretary for Planning snd Hvaluation (ASPE). We have
only kept records on individual contracts through 1970. Since 1970, Mathematica,
Inc. and the Urban Justitute have been awarded a total of $8.9 million in eon-
tracts and grants. Total ASPE expenditures in Evaluation and Policy Research
Funds are approximately $80-40 million a year.

MATHEMATICA, INC., AND URBAN INSTITUTE AWARDS FROM ASPE
[Key to symbols: C~-Competitive contract won by contractor; S—Sole source contract; G—Grant award; M—Modification

of existing contract]

Contract No. Descriptiuh . Amount Typs  Contractor
HEW-100-70-0149_. __... VISTA volunteers evaluation..._...._......... §25,000 C Mathematica.
HEW—1972............. Effects ec°1's patricipation in income mazintenance 37,047 S Urban Institute.

rojects.
HEW-—1972. .. l‘rgn:]m income microsimulation model. ... .. 50,000 S Do.
HEW~—1973. . _....... Ev:‘ljt:’ati%n education TV programs in secondar/ 53,520 C Mathematica,
catlon. )
HEW—1973. . .......... Aid task force on welfare reform program._..... 29,515 S Do. ’
HEW-73-124 .. .. ... Technical assistance on income mainienance 209,961 € Urban Institute
experiments,
HEW—1973 . _....... Regort on hyman resources futures_........... 4,995 S Do.
HEW-0S-74-217__...... Urban expesiment follow-on. ... ... ....._. 41,827 C Mathematica.
HEW-0$-73-124_.__.__. Technica n:;sistance income  ma:ntenance 100,549 M Urban Institute.
experime
Grant 74-03.._......... Sttucture of demand for unskilled tabor._...._. 75,226 G Do.
Grant 7402 ___._...... Poverty, dependency, family structure......... 206,333 G Do.
HEW-0S-74-122__...... Welfare reform analyses_.. ... .. .oooceeoeo.. 198,476 € Mathematica.
HEW-0S-74-198........ Analysis welfare cost/caseloads............... 85,533 S Urban Unstitute.
HEW-0S-74-275......... State cost/caseload . ... ... . . 1] 35,166 C Mathematica.
Req, 435361. . . Alternative aging lachniques. 1, S Do. .
HEW-0S-74-113 Medi-Cal services..... 79,728 C Urban Institute.
HEW-0S-73-124 Disability task force 17,810 M .
HEW-0S~74-81. Disability task force suppo 198,233 S Do.
Grant 74-01. ... --- Dynamic microsim 391,472 G Do.
HEM-0S-74-198__" TRIM maintenance................. ,990 M Do,
Grant75-01....... . ngm{, dependency, family structure .. .__.... 113,559 G Do,
HEW-0S-74-81. - Disability tesk force. ... _.....o.... 88,000 M Do,
Grapt75-01.._.... . Dynamic microsimulation model........ . 383,811 G Do. |
R o e e e e
- .o ...- Analysis ncome maintenance ex, ent. A .
HEW-100-76-0020. .-~ TRIM malntonance. e ooy coperment- ST S Urban Institute,
Grant76-01 . ........... Poverty, de, ndoncr.. aod family structure. . ... 40,415 G Do.
Grant76-01. .......... Dynamic microsimulation model_.___._._..... 217,831 G Do.
HEW-100~76-0098. ... .. Analysis eligible populations for poverty pro- 18,899 C Mathematics.
M.
HEW-08-74-122.. . wghn reform studies 154,803 M Do.
HEW-100-76-0069. Nursing homes.... 246,000 C Urban Institute.
... 0o, . agg:soo M Do.
- -. ... Analysisof Gary income mal ent. 1,856,010 M Mathematica.
0-..... TRIM maintenance/development. .. _..__....__ 190,531 M Urban Institute
...... Su&nort in m:pmng title XX FIDCR appropri- 69,924 C Mathematica.
oness study,
Gramt 77-01.__......... Mlcrnsimumio; model. . .... aeemeacenmemsenan 194,538 G Urban institute.
ST i i SR g s Wy
- . . [y sy s -
HEW-100-77-0028...... Rapid ludgck ovaruaﬁon .................... 242,600 C Urban Institute.
Tmll:l‘th tics 5,354, 859
athematics. . .o iiiiiiieiiecccccmccaanaees 5,354,859 _ R
Urban nstitute. ... oL.0 0000l LL LTI is%'.m........

1 From total ASPE expenditures of spproximately $11,000,000 a year of svaluation, plus $20,000,000 to $30,000,000 of
lcy research funds. ’
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Senator Curtis. A staff member of the Urban Institute, which is
now under contract with HEW, I-believe, to do the estimate on the
administration’s plan, recently remarked, and I quote: “The reason
this bill is so critical is that it .gives the Con for the first time,
the ability to redistribute income directly in this country.”:

Do you agree with this statement ?

Secretary CaLirano. I do not know what that statement means. The
Congress has been redistributing income, and the greatest distribu-
tion of income that the Congress has ever enacted in its history was
the social security bill last year.. . ..~ . A -

Senator MoyN1HAN. 1 will tell you what it means, Senator Curtis,
would you mind my intervening to tell you what it means{ - I

Senator Curtis. No, I would be ha)i?y to. o '

Senator Moy~NiHAN. That means that was a pretty damned dumb
member of the Urban Institute. : :

DEPENDENCY ON SOCIAL PROGRAMS

Senator Curtis. Have you done any research on whether or not
there has been a growth of dependency on government, both local and
State and National, by reason of the operation of the various social
programs that we now have on the books?

Secretary CALrrano. Senator, that is a question that Chairman
Moynihan also raised with us.* We will submit some more detail of the
(la.tt;a for the record. Let me make some general comments on that
subject. .

he fraction of eligible people who participate or receive benefits
in these programs has risen sharply. In AFDC, the overall participa-
tion rate rose from 56 percent in 1967 to 78 percent in 1970. For the
female-headed family portion of the caseload, participation rate in-
creased from 63 percent to 91 percent.

We think that this has levelled off, based on the last couple of years.
The reason for the increased participation was a whole variety of
things: Much better outreach, much better advertising of these pro-
grams, the decision by the Congress to finance povérty lawyers, Legal
Services Corp., pressing for eligibility.

Also, real benefits have risen over the years, and a point I can make
with numbers in New York, which demonstrates this is that in 1955
New York was paying $195, roughly, per year. In 1970, per month, 1
should say. In 1970, New York was paying, in real dollars, $319, an
increase of $1,536.

So real benefits have been increasing as well. That is another thing.

IncrrsioN oF SiNGLe PreopLE aND CHiLoress CoUPLES

Senator Ctrris., Now, at the present time, AFDC does nothing for
childless couples, single people. Your program would take those int

Secretary CaLmraNo. Yes; the f stamp program presently is
available to childless— '

Senator Curtis. Yes; the food stam(Eh}irogram—— .

Sefretary Carrano [continuing]. Childless couples and single
peop!e. - o

* See Part 2, Appendix A.
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Senator Curris [continuing). Is the stepping stone for your bill or
its previous names of gusranteed annual imcome or FAP or all of the
rest of them. - ’ )

But, aside from the food stamp program, it will take in certain new
catefgories. 1 mentioned the singles and the childless couples. .

1f we do that for 5 or 10 years, or for any period, will it not result in
many of those people becoming dependent upon government who are
not. now dependent upon government at all ¢

Secretary CarLirano. Senator, if they do not work, they do not get

paid. The categories of people we are talking about, in a sense, you

know, they have to work in order to get that basic benefit. They get
that benefit during the period for which they look for a job, but if
those categories, the singles and the childless couples do not work, they
do not get paid.

Senator gmms. Well, if they work, why do they need it#

Secretary Carirano. Well, they will not need it if they work. What
I am saying is— ’

Senator Curris. If they work, they will not need it, and they will not
get it unless they work. )

Secretary CaLirano. No, no, if they refuse a job, Senator. The basic
payment that a single or childless couple would get is available for a
period of weeks while they are hunting for a job. f they are offered a
job during that period of time and refuse to take it, they lose their
payment. '

If they are offered a job at a minimum wage level, then they are
entitled to some—or a job that they would be entitled to retain some
of their cash payment, they would retain it.

Senator Curtis. Well, it seems to me that the object of all social
legislation should be to make people self-sufficient. .

Secretary Carrrano. Precisely. That is the point that the Presi-
dent’'s—-

Senator Curris. And I think that the record would indicate that it
has donc ‘exactly the opposite. I think that the more we expand, the
ore it grows, tge greater the demand.

I do not know how you would put that in a computer, but I believe
that it is a fact.

That is all, Mr. Chairman.

Senator Moy~N1rAN, Well, I thank you, Senator.

FamiLy Spurrring INCENTIVES UNDER CURRENT PROGRAM

Mr. Secretary, let me be candid now to the edge of discourtesy to
some of your colleagues; and I do not want to be that, but I am
alarmed. You have here, despite the ignoramus at the Urban Institute,
one of the most important pieces of social legislation in our history.
I want it to pass, and I want to make the case in this Congress for it.

Sir, 32 days ago, we sent you a long and carefully drafted letter
which set forth a series of questions. We began by saying—and this
is Senator Curtis” inquiry—the President’s message to &ngreSs of
August 6 stated that the current welfare system provides incentives
for family breakup. If we are to make this case, it seems to me impera-
tive that the available evidence be presented. -
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What is the data on family breakup and its relationship to public
assistance over the past two decades? Have rates of divorce, separation,
and desertion been higher among families receiving welfare than
in the population generally ¢ What if you control for income, for eth-
nicity, for education and other factors thought by some analysts to
bear a relationship to dependency and family condition? Is family
breakup more frequent in States with lenient welfare eligibility and
high benefits than in other jurisdictions? Do families that fget off wel-
fare later reunite, or do they reunite and then get off welfare$ Both,
or neither?

Is there longitudinal evidence on the relationship between the
receipt of public assistance and the condition of families?

And we went on for four pages, sir, and you come before this com-
mittee with no response to our questions at all. You were not supposed
to do the digging, Mr. Secretary, but your bureaucracy was, and what
you were reduced to saying, sir—and you have a lot of other things
to do—was tha! commonsense suggests that the program makes sense.

And I say to you that commonsense suggests a lot of things, includ-
ing that the existing programs that we have to change made common-
sense when they were adopted. There is a difference between commeon-
sense and research data, as weak as it is, as fallible as it is. There is
such a thing as evidence. I must say, Dr. Aaron, I fear you cannot come
hefore this committee and, in response to our requests for data from
you, say, as you did, that it seemed to you the burden of those who
ggpose the program is to prove the assumptions of the program to

wrong.

Dr. A%.ron. that is not a hurden which will weigh heavily on the
members of this committee. They will not think they must go out and
disprove your data. They are. God bless them and let the Republic
rejoice, they are not social scientists. They are busy men with other
interests. _

I suggest to you that your bureaucracy—in the old Navy, there used
to be a very serious offcnse called dumb insolence, and God help the
seaman and the bo’sun’s mate who decided he was guilty of it, much
less o first ieutenant,

Now, look. your bureaucracy stand in dumb insolence before this
committee. The Children’s Bureau, which was established in 1911,
in the aftermath of the first White House Conference that Theodore
Roosevelt held, what has it done to tell von about the condition of
children and about growing dependency ¢ Nothing.

They have drawn their salaries, and. as I say, grown pleasingly
plump with their own self-regard. protecting the good name of the
poor and doing not a damn thing to help this bill pass. Left and right
on this committee, there are going to be people who are going to say
to me, what evidence have you, and you have not brought any.

Now, sir, I do not mean to harangue yon, but T wonld hape von will
o back and find those people and say, we are sick of their telling us
that we have to disprove their assumptions. What they have done is
preside over a social disaster whilst denying it existed and being vi-
cions and vitriolic about anybody who called attention to it or tried
to do anything about it.
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Assuapitons Usep i HEW Cosr EsristaTes

Now, sir, let me just say to you why you are going to have to get
some more information. The chairman of the full committee was testi-
fying before another committee, and he asked—and these have just
come in—if I could ask these questions on his behalf, which I am
happy to do for Senator Long. .

{’ will read you the question. Some of it has been covered, but I
want to suggest what the chairman of the Senate Finance Committee’s
CORCerns are,

Mr. Secretary, when your Department first attempted to design a welfare re-
form program, you were attempting to do it at no additiornal costs compared
with present programs. When you actually submitted the program last Fall, you
estimated an additional cost of $8 billion. The President’s budget shows a full,
first-year cost of $13 billion in addition. The Congressional Budget Office, instead
estimates a full-year additional cost of $17 billion. ] )

Cost estimates are Lbased on assumptions. Please furnish for the record, Mr.
Secretary, a detailed explanation of the assumptions on which your cost esti-
mates are based. Be sure to include the details on the reductions in present
programs that you estimate will result from enactment of your proposal

That is a request that you would submit that for the record.
Secretary CALIFANO. Absolutelr.
[The departmental response follows:]

The detailed assumptions behind the cost estimates for FY 82, the first year of
full implementation of the cash assistance program, are as follows: .

The unemployment rate is assumed to average 4.79% over the year. This pro-
Jection. is from the long-range eecnomic assumptions used for the F'Y 79 Budget.

The percentage of potential benefits which will actually be claimed by recipt-
ents (or the “‘dollar participation rate’”) is assumed to be 889 overall. This rate
is expeeted to differ by demographic group:

Percent
Expected to work families_ ... - - - - - 84
Not expected to work familles. .. __________ 97
Singles and childless couples . oo -— 4
Aged, blind, and disabled singles and childless couples_ oo 7

-Simulations of the hours worked by potential reciplents after the introduction
of the new program are based on experimental evidence from the Seattle and
Denver Income Maintenance Experiments (SIME-DIME).

Simulation of individuals’ labor supply response requires knowledge of the
private sector wage rate they could command. For those not observed to be work-
ing in the data source on which the simulations are based, this information is
missing. The potential private sector wage rates for these individuals are im-
puted on the basis of their age, sex, education, and other demographic cherac-
teristics. These imputations are based on regressions done on the data from the
Panel Study of Income Dynamics.

Decisions on the formation of fillng units (e.g., whether “Uncle Harry” will
Join the unit or not) are simulated by the assumption that the family will form
the unit in such a way as to maximize cash benefits,

Simulations of the choices of whether and how long to take a PSE job are
made by assuming the unit acts to maximize disposable income given the unit’s
desired hours of work.

Tax revisions between the present and the time of implementation are as-
sumed to ralse tax entry points so that there is virtually no overlap of the eash
assistance and tax systems for two-parent families, and only modest overlap
for single-parent families,

States are assumed to supplement up to current benefit levels for aged, blind,
and disabled recipients, and up to current benefit levels or the upper level of Fed-
eral subsidization of supplements, whichever is lower, for everyone else,

States are assumed to grandfather 100% of AFDC and SSI benefits, No grand-
fathering of General Assistance benefits ig assumed.
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National Health Insurance is assumed to be enacted soon enough so that
provisions for separate eligibility determinations for Medicaid are never
implemented.

A description of how the computer estimates are adjusted to put them in final
form is contained in the accompanying paper, “Annotated Cost Estimate.”

ANNOTATED COST ESTIMATE

The FY §2 cost estimate of the cash portion of the Program for Better Jobsy
and Income prepared for the 1979 Budget is presented below. Brief annotations
describe the various adjustmetns which are made to the computer estimates to
arrive at the final total.

The cost estimates are based on the output of a computerized micro-simulation
model. The model currently operates on data from the Survey of Income and Ed-
ucation, a larger variant of the Current Population Survey with {nformation
for calendar year 1975. Largely because of the limitations of this data base,
the model cannnt capture all features of the Welfare Reform program. Conse-
quently, a number of hand adjustments and additions to the “raw" computer
estimates are required. Additional adjustments are necessary to prepare an
estimate for some year other than CY 75, in order to reflect demographic and
economic changes.

The following discussion is intended as an illustrative example of how the
adjustments are applied. The appropriate values of the various adjustments may
vary from run to run, and will change over time as estimates are improved.
For all the calculations shown, “x” means that the preceeding dollar amount is
multiplied by the number following the sign to obtain the entry in that row (e.g.,
16.33=.95(17.19) ). “4" and “~" ghow addition and subtraction of an amount
of dollars in billions. )

Basic Eederal progrem
{Dollars in billions)

Computer estimate. . ... e e e $17.19
This “raw"” estimate is for the costs of the basic Federal program,
including tax reimbursement.
Underreporting (X 0.95 ) oo n e 16. 33
: The SIE, as most surveys, does not capture as much income as
independent sources indicate people receive. Most of the difference
appears in Unemployment Insurance, Social Security, and Workmen's
Compensation, while wages and salaries are evidently well reported.
Presumably, the welfare program would “find” more income than sur-
veyors do. As too little income is reported on the SIE, the model simu-
lates higher benefits than people are likely to recelve from the operating
‘program, and our estimate must be reduced accordingly (by 5 percent).
Accounting period (X 1.02) e 16, 66
The SIE reports income on a calendar year basls, while PBJI calls
for a 6-month accounting’ period. The shorter period allows more
people to become eligible, and permits higher benefits. Consequently,
the estimate must be increased., This adjustment is based on data on
monthly 1ncomes from the Seattle-Denver Income Maintenance Experi-
ments.
General population growth (X 1.08) .. . oo_. 17. 66
The population as a whole will grow by 6% from 1975 to 1982, Taken
?y itself this change i assumed to increase program costs by the same
actor
More aged, blind, and disabled (+ 0.56) oo e 18.22
The population of aged, blind, and disab!ed individuals is growing
faster than the population as a whole, because of the changing age
structure of the population and an increase in the incidence of dis-
ability. There will thus be more people potentially eligible for relatively
high benefits.
More single parent families (+ 0.20) o eeeam 18. 42
Similarly, single parent familles are growing at a higher than aver-
age rate, and receive higher than average benefits.
Real growth (— 1.28) e m 17. 14
Real growth in wages and salaries will lower real benefits and move
some recipients above the breakeven. This adjustment reflects real
growth per employed worker, and is thus distinct from the unemploy-
ment rate adjustment discussed below.
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Basic Fedcral program
{Dollars in billions)

Inflation (X 1.486) cavccmacemcca e cc e e e e e e mmae $24. 61
All (the numb)era above have been expressed in 1975 dollars, and this
multiplier moves the estimate to 1982 dollars. Included in this factor
are both pre- and post-implementation indexing of benefit levels.
Unemployment rate change (— 2.49) .. 22,12
TFhe unemployment rate in CX78 was 8.5%, while the rate projected
for FY82 is 4.7%. A 1% chauge is estimated to reduce cash assistan
costs by $660 million in FY82, o
Participation rate (X 0.86) w e e 19. 02
This factor is a ‘dollar participation rate;” its value represents an
average across several demographic groups of the assumed percentages
of potential benefits which will actually be received. The rates vary
from 70% (singles and childless couples) to 95% (not expected to
work uplts). . ‘ . :
Institutionalized (4 0.57) .- . - - 18. 859
- The program covers individuals in institutions, but they are not
represented in the data. An independent estimate of .47 in FY78 was
inflated to arrive at 0.67 in F'Y82. (This estimite was subsequently
revised downward.) :
Informal foster care (4 0.24) __ . ______ - 19.83
The data do not permit the model to identify situations where the
bill's provisions for informal foster care would be applicable. Conse-
quently, an independent estimate (FY78 inflated to FY82) has been
added to account for the benefits going to such units,
Error rate (X 1.04) ~ 20.62
The model, in effect, simulates a perfectly operating program, Fraud
and error in the actual program will increase costs.
Too frequent $800 reduction (4 0.12) ____._._. —————— 20.74
The model applies the $300 benefit reduction for living in another's
house more frequently than experience in SSI indicates is appropriate,
even given different rules.

Vocational rehabilitation (< 0.04) —.._. e ——— 20.78
This item represents retention of the vocational rehabilitation pro-
gram for ABD’s.
SB8I grandfathering (4 0.28) oo oo 21,06

This addition is an estimate of the costs of grandfathering the Fed-
eral benefits of pre-implementation SSI recipients.
Administration (4 2.78) oo L 23.79

This is an inflated FY78 estimate of the costs of administering a
fully-implemented program.
Total, basic Federal program

Federal Share of State Supplements -

The following calculations mirror those used for the basic Federal program:.
[Dollars in billions)

Computer estimate._.. - - —m——————dan $1. 88"
Underreporting (times 0.95) ______________________ " ""TTTTTTmmTo 1.31
Accounting period (times1.02) __._.__.__________.________ 1.34
General population growth (times 1.08) - _____.________.__ 1,42
More ABD's (plus 0.05) <. .o __ - 1. 47
More single parent families (plus 0.02) 1. 49
Inflation (times 1.486) .. . ____________ I 2.14
Participation rate (times 0.86) P RS S Y -7 {
Institutionalized and informal foster care (times 1.04) 1,61
This adjustment produces an increase in State supp expenses which
1s proportional to the increase in basic cash expenses,
Error (times 1.04) oo meem—— 1.99
Total, State supplements. ..o« _.___________"""""T""" 1.69

Real growth and unemployment adjustments are not incinded in this sequence
because singles and childless couples do not receive supplements and the effect
of these variables on the remaining population is small.

‘The outlay figures shown in the budget were then derived as follows :
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[Dollars in biilions]

Basic Federal program_____.__._. e ————————= 23.79
Federal share of State supplements.__ e 1.99
Hold harmless. .o oo cea e ccmcmem————————————— wee D8
State share of Federal program __ - e —1.80
Puerto RO oo e - - .61
Emergency needs - e em—cm e —m—————————— .13
Startup costs...- - . .07
Cash t0ta)e e oo e e cmmemec e e e e—m e ——— 25.93

Jobs and training program. e ccccmccmeeaa- 19.90
Earned {income tax credit (BITC) oo 2.95
(Present EITC) (1.03)
(New EITC for those eligible for cash assistance) ccccceccacccaaaao ( .62)
(New EITO for those ineligible for cash assistance) __.ccocucaao (1.381)
Total gross costs — o acocoee-- - - 88.81

Total gross costs, excluding the EITC for those ineligible for cash

assistance - . (87. 50)

1 The phagein of the Jobs program will start in 1980 and will not be complete until
the end of FY82. Thix figure represents 89% of the costs a fully implemented program.

Offsets
Programs replaced : [Dollars {n billlons}
Ald for families with dependent children_ oo e ___ 7.61
Supplemental security income J— cemcseee= 1.08
Food stamps. . eccceeee O N, 6.05
Work incentive program. eeceemm—e—————— .87
Farned income tax credit_ o e e —————— 1.03
Other offsets:

Increase in FICA tax recelpts. . _________
Decrease in regular unemployment insurance.
Decrease in housing program expenditures_ ... _________
Extended unemployment insurance
CETA public sector jobs...
‘Wellhead tax revenues_.._._._._
Reduced fraud in medicaid

Total, offsets___ -
Summary
Total g21088 COStS oo e cccmc e o ——— 38. 81
Total gross costs excluding the EIFO for those ineligible for cash assist-
ancs: (87. 50)
Offsecs - - 80.04
Net costs_ 877

Net costs excluding the BITC for those ineligible for cash assistance.... (7.46)

Senator Moy~1HAN. The next question—there are only three, and
we will get yon ont of this, T assure you.

Mr. Chairman, we have read the first of your questions. Would you
like to ask the second and third on your own ¢

Senator Loxa. Thank you.

Repuorion oF Work ErrorT

Mr. Secretary. experiments that the Department has conducted have
shown that families reduce their work effort, measured in terms of
hours worked per week, when a guaranteed minimum income is avail-
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able to them. Will you furnish for the record the conclusion of those
experiments on red}uction of work effort? Also, for the purposes of
estimating the cost of your welfare proposals, to what extent do you
assume that work effort will be reduced ¢

I would like to have you supply the details for the record.

Secretary Cavirano. I will, Mr, Chairman.

[The departmental response follows:] .

For the purpose of estimating the impact of changes in work effort on the
costs of the welfare reform proposal, we have used a set of behavioral equations
that were estimated using the Seattle-Denver Income Mnintenance Experimental
data. These response functions allow us to predict the change in hours of work

that a recipient would experience if he/she would receive a benefit payment
The parameters of these functions are shown in the table below:

TABLE §,—LABOR SUPPLY PARAMETERS: CHANGE IN HOURS EQUATIONS (TOBIT)

. Femzle
Husbands Wives heads
1 1
-[ ] ............................ —~178.06 —145.54 ~129.18
New net wage rate 0ld net wage rate

Standard @rrors. . .oo oo oeiiicieeiitcaiec i arcnearareoncnnaaan (69.14) fﬁ& 63) f57. )

Change in disposable income (thousands) —45.9 - ~-111,15
Standard err C$—...ooooeoenaeoas R ceemeenan . (24.76) (41,07) (37.16)

These parameters were estimated using a statistical method known as TOBIT.
The equations are non-linear which permits a larger labor response the higher
the tax rate.

Example (using these parameters) : A husband of a family of four who is
working pre-reform full-time at a minimum wage job (2080 hours per year)
and was not previously receiving assistance, would receive a Federal benefit
of $1444 after reform if he does not change his work effort. On the basls of the
parameters shown above, we would predict that he would reduce his hours of
work by 123 hours over the year and receive $164 more in benefits.

FamiLy Brearvur

Senator Loxe. Also, Mr. Secretary, the Department supported a
study by the Stanford Research Institute which showed that provid-
ing a guaranteed minimum income to families tended to increase fam-
ily breakup.

I ask unanimous consent that excerpts from the article on this sub-
ject, called “Income and Marital Status, Evidence from an Income
Maintenance Experience,” appear in the record at this point.

[From the American Journal of S8oclology, Vol. 1, No. 6}

INCOME AND MARITAL EVENTS: EVIDENCE FROM AN INCOME-MAINTERANCE
EXPERIMENT !

(By Michael T. Hannan, and Nancy Brandon Tuma, Stanford University and
Lyle P. Groeneveld, Stanford Research Institute)

In this paper we report estimates of the impacts of the Seattle and Deaver
Income-Maintenance Experiments on marital dissolution and remarriage. To
assess the experimental impacts, we use a stochastic model of rare events in
which the rate at which an event occurs is assumed to depend log linearly on

! The research reported here was performed under contracts to the Stanford Research
Institute with the states of Colorado and Washington, prime contractors to the U.S.
Department of Health, Education, and Welfare, e oflnlons ex&reﬂaed in this l;m})er
are those of the authors. Mordecal Kurts, Robert Splegelman, Richard West, Philip
Robing, and Michael Keeley all made valuable contributions to this research.

23-935—78—35
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a set of exogenous variables. Overall, income maintenance raises the rate of
marital dissolution. For black, white, and Chicana women, the greatest increase
ocecurs at the support levels closest to the control situation. The impact of income
maintenance on remarriage differs by race-ethnicity. For Chicanas, the rate of
remarriage decreases as the level of support increases. For blacks and whites,
income maintenance has no discernible impact on the rate of remarriage. The
results provide empirical evidence that a change in economic situation does
affect marital events in low-income populations.

Widespread interest in replacing the current system of public welfare with
a comprehensive system of income maintenance has reopened interest in the
effects of welfare policy on marriage (see Cutright and Scanzoni 1973; Ross
and Sawhill 1975). It is widely believed that the AFDC program has increased
the number of female-headed families in the lower class and thereby increased
the cost of welfare. Whether or not this is 80, it 18 clear that one cannot accu-
rately estimate the most of any income-supplement program without considering
its possible impact on rates of marriage and rates of marital dissolution. The
discussion of such impact makes plain how fragmentary is our understanding
of fundamental issues in the sociology of marriage. In particular, we have very
little evidence that income fluctuations per se (as distinguished from socinl-
class origins, culture, etc.) affect decisions to marry or to dissolve a marriage.
Unless we can settle this matter, we cannot form any clear judgments as to the
effects of changes in welfare policy on marriage.

Four large-scale experiments have been conducted to estimate the impact of
various income-maintenance programs on labor supply and on marital events.
These experimental manipulations of income provide a unique opportunity not
only to address the policy questions but also to eliminate some of the ambiguity
in sociological treatments of the impact of socioeconomic status on marriage and
marital-dissolution decisions. Here we report initial experimental results from
the largest of the four experiments, the Seattle and Denver Income-Maintenance
Experiments (hereafter referred to as SIME/DIME).?

* * * * * * *

VI. DISCUSBION

Since the findings just presented are in an unfamiliar form, we transform
them before discussing their implications. We use the estimated effects of
background varlables and of experimental treatments to calculate the proha-
bility that each woman in our sample would undergo a marital dissolution (if
married) or would marry (if single) in a one-year period, if she were a control
or had one of the three experimental guarantees. Thus we compute eight proba-
bilities for each woman (for two marital statuses and four experimental treat-
ments.) Table 4 contains the mean of these probabilities for each group.

The results in table 4 indicate that the impact of income maintenance is
extremely large. Consider first the impact on the probability of a dissolution.
Our findings imply that, if the entire sample were enrolled in an income-mainte-
nance program with a low support level, the annual probability of marital disso-
lution would increase 639, for blacks, 1049% for whites, and 839, for Chicanas
over what it would be in the control situation. For blacks the medium level of
support has the highest estimated impact. For all three groups, the high-support
level has the smallest impact of any of the experimental treatments.

Regarding remarriage, we see that the impact for black women and Chicanas
is also considerable. For the group on the medium support, the annual proha-
bility of remarriage is approximately 679 higher than it would be under the
control condition. For Chicanas the probability of remarriage declines hy ahout
868% with the high-support treatment, For whites, as we have seen above, the
impact {s slight.

So not only are many of the differences between the control and experimental
conditions statistically significant; they are also remarkably large in absolute
terms. While the magnitude of the impact may be overstated, due to some fea-
ture of the method of estimation, and may be larger than the long-term re-
sponse, there seems to be little @oubt that the experiment reveals that marital
decisfons respond to short-term changes in soc'o-economic conditions,

* For the more complete report on the research reported here, see Hannan, Tuma, and
&'?ﬁ?:;ﬁ'& ,(1970). That report containg a number otpgata errors that have been lcorrected
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TABLE 4. —AVERAGE ANNUAL PROBABILITIES OF MARITAL STATUS CHANGE PREDICTED FOR EACH EXPERIMENTAL

CONDITION

Condition Blacks Whites Chicanos

Marital dissolution: -
COMEIDl - - i iccaceaiaceas 0.121 0.062 0.093
ﬁi, 197 176 174
,800 suoport.... . 224 .125 .033
R ss,‘eoo support__.. .12 099 . 058

emaria

Co t”l .081 136 .213
144 .12
.135 128 . 069
.105 A1 .029

There are at least three reasons why we cannot extrapolate from the experi-
mental results reported here to the long-run impact of a national income-
maintenance program. First, the impact depends on characteristics of women,
and the sample is not representative of the national population. Second, there may
be macro effects of a national program that cannot be detected through the
experimental design, for example, alteration in norms governing marital roles.
Third, the present analysis ignores the dependence of rates of marital dissolution
and remarriage on experimental time, ’ :

Nevertheless, it i3 useful to examine the long-run implications of our analysis
for the experimental sample. The long-run impact of a program that raises both
rates of dissolution and remarriage is quite different from one that raises the rate
of dissolution but leaves the rate of remarriage unchanged. This can be seen
through the following simple model. Under the assumptions used to motivate
our stochastic model (first-order Markov property, time stationary but non-
homogeneous rates as in eq. [§]), the probability that a woman is unmarried,
p, depends on the dissolution rate, 3, and the remarriage rate, g, as follows :

%’;=—up+6(l—p)~

The equilibrium probability that a woman is unmarried is

)
L
P S+u

The estimated effects in tables 2, and 3 were used to predict u, 8, and p* for
each woman in our sample, assuming that she was on each ot the four experi-
mental treatments. Table § gives the average of the predicted p* for all women
in our sample, that is, the expected proportion unmarried. These values are an
approximation of the long-run impact of income maintenance for populations
resembling oux sample.

TABLE 5—EXPECTED PROPORTION OF WOMEN iN THE SAMPLE WHO ARE UNMARRIED AT EQUILIBRIUM ASSUMING
NONHOMOGENEQUS STATIONARY MARKOV MODEL

Blacks Whites Chicanas
[ N 0.602 0.332 0.370
$3,800 SUPPOM .. .. ieeieiceiceccecceiceen—————- .679 . 564 648
$4,800 support.. .- .630 .510 . 600
$5,600 SUPPOTE. - - oo oo ciciraenc e ceccnacanaeameaea .623 .48 .674

For all three groups, the equilibrium proportion of female headed families is
increased by the low support. The percentages of increases are 18, 70, and 75 for
blacks, whites, -and Chicanas, respectively. For all three groups, this proportion
then declines for the medium level of support. For blacks and whites, it declines
again for high support. For whites the equillbrium proportion under the high
support condition exceeds that under the control conditions by approximately 46
percent, But for blacks in the high and medium-support sttuation the proportion
of female-headed families in equilibrium differs little from what it would be in the
control situation (4 percent higher). However, due to the strong impact on re-
marriage, the equilibrium proportion unmarried for Chicanas is highest on the
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high-support treatment. Although these figures must not be interpreted without
reservations, they are valuable both for highlighting the importance of consider-
ing the impacts of income maintenance on dissolution and remarriage jointly and
for indicating the very large net impacts implied by our results.

This report is intended to establish the existence of income-maintenance im-
pact rather than to explain observed impact; nonetheless, we feel obliged to
comment on the strong and persistent pattern of impact on the rate of dissolu-
tion. Our diecussion of the competing income and independence effects should
have prepared the reader for the possibility of a nonmonotonic pattern of impact.
Since the hypothesized income and independence effects differ in direction, the
experimental impact will change direction over a range of support levels when-
ever one effect dominates over one portion of the range and the other effect
dominates over other portions. In particular, if the independence effect dominates
at lower levels of support and the income effect dominates at higher support
levels, the pattern of experimental impact will be as we have observed.

In a sense the problem remains. The low-support treatment does not differ
substantially in financial terms from the combination of AFDC and food stamps
(Hall 1976). Why then should there be a strong independence effect for low-
support income-maintenance treatments? To answer this, we must consider the
nonpecuniary differences between financial-treatment situations and control
(AFDC and food stamp) situations:

1. Income maintenance presumably involves much less stigma than welfare
(e.z., AFDC). Women who refuse to enroll in welfare programs because of their
distaste for adopting the role of the disreputable poor” are unlikely to have
such objections to income maintenance. For such women, the addition of in-
come maintenance to the control environment constitutes an important change
in their dependence on existing marriages.

2, Income-maintenance guarantees are explained to all families in the experi-
ment. Welfare programs are not outlined for all those eligible for beneflts. Pre-
sumably some women with no welfare experience are unaware either of the fact
that they would be eligible for welfare were their marriage to end or of the
levels of support available. We took pains to explain that income-maintenance
guarantees apply outside marriage. Therefore, while the two programs might
differ little with full and correct information, the introduction of income-
maintenance treatment changes the environment for women having less than
full information about thelr welfare rights.

3. The informational content of income-maintenance programs may have an-
other effect, that of introducing a shock to the preexperimental equilibrium. The
literature on marriage indicates that many unhappy and unfulfilling marriages
are stable for long periods of time because the partners reach some kind of
accommodation. The introduction of an income-maintenance program into such
a situation may focus attention on the problems in the marriage. That is, when
we explain to heads of households that the guarantee applies outside the existing
marriage, we may focus attention on their current situation and heighten their
sense of dissatisfaction with the existing marriage. Of course the sudden and
obtrusive announcement to the family that AFDC has the same properties would
have the same shock effect. We doubt that many farnilies received such an-
nouncements during the period we studied, however.

4. Income maintenance entails lower transaction costs than do AFDC and
other welfare programs. Compared with the welfare situation, income mainte-
nance makes minimal demands on the participants.

Each of these differences increases the independence of women on an experi-
mental treatment financially similar to welfare. At least one important differ-
ence between the two programs, however, may not have such an effect.

5. Benefits of income maintenance and of welfare may differ with regard to
the certainty of their continuation. Enrolled women may not believe (and there-
fore may discount) inecome-maintenance guarantees. But because of the relm-
bursement of the positive tax, most familles on financial treatments receive
some cash transfers from income maintenance. This ought to increase the credi-
ility of income maintenance, Nonetheless, some women may not believe that
thelr henefits will continue if they leave their marriages.

It stigma and information considerations are important, a great deal of the
independence effect of income maintenance may be relatively constant across
support levels. In other words, the availability of a known, nonstigmatizing al-
ternative to marriage may be critical, in the sense that the program effect
dominates the guarantee or independence effect. Differences in independence be-
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tween a woman on the low-support treatment and one on the high-support
treatment may be small relative to the difference of either from a woman in the
control situation. Under these circumstances, even a linear income effect could
produce a nonmonotonic pattern of experimental impacts.

Our work In progress deals more systematically with separating income and
independence effects and with specifying the nature of the income-maiuntenance
impact. This research should clarify the nature of the effects of current socio-
economic situation on marital events. But we do not need such clarification to
answer the broad question posed here: Are there any systematic effects of cur-
rent situation net of social origins? Our analysis of the effects of a relatively
short-term experiment indicates unambiguously that such effects exist. More-
over, these situational effects are much stronger than we (or, we believe, other
social scientists) anticipated.

ADMINISTRATION RESPONSE

Senator Lone. To what extent, Mr. Secretary, have you assumed a
greater degree of family breakup if your guaranteed income is en-
acted? We would like to have this information provided for the rec-
ord, and we would like to also have any studies that you have on mari-
tal breakup under present welfare programs.

Secretary Carirano. I will, Mr. Chairman.

[ The departmental responses follow :]

No greater degree of family break-up resulting from the Administration's
proposal is assumed. Although we believe the overall effect of the proposal will
be to strengthen family life, we have made no adjustments to the census data to
assume that people marry or divorce or otherwise change their place of residence.

Enclosed are the following studies on marital breakup under present welfare
programs :

Caldwell, 8. and K, Moore, ‘“Out-of-Wedlock Pregnancy and Childbearing”. Work-
ing Paper 992-02, The Urban Institute, September, 1976.

Caldwell, 8., C. Jones, G. Peabody, and I. Sawhill. “Income Transfers and Fam-
ily Structure’. Urban Institute Paper 979-03, September, 1975.

Cherlin, A. “Employment Income and Family Life: The Case of Marital Disso-
lution”. Paper presented at the Secretary of Labor's invitational counfereunce.-
on National Longitudinal Surveys of Mature Women, January, 1978.

Cutright, P, “Illegitimacy and Income Supplements”. In JEC-Studics in Public
Welfare, volume 12, November 1973.

Cutright, P. and J. Scanzoni. “Income Supplements and the American Family”.
In JEC-Studies in Public Welfare, volume 12, November, 1973.

Durbin, E. “Work and Welfare: The Case of Aid to Families With Dependent
Children”. In The Journal of Human Resources, volume V11, supplement, 1973.

Furstenberg, F. Jr. “Work Experience and Family Life’, from Work and the
Quality of Life. Edited by J. O'Toole, Massachusettes Institute of Technology
Press, 1974.

Hannan, M., N. Tuma, and I.. Groeneveld. “Income Maintenance and Marriaze:
An Overview of results From the Seattle/Denver Income Maintenance Ex-
periments”. SRI International, January, 1978.

I{olmes, J. and S. Hoffman. “Husbands and Wives and Divorce”. From 3100
American Families-Patterns of Economic Progress, volume 4, University of
Michigan, 1976.

Ilonig, M. “AFDC Income, Recipient Rates, and Family Dissolution”. In The
Journal of Human Resources, 1974. )

Tonig, M. “AFDC Income, Recipient Rates, and Family Dissolution: A Com-
ment”. In The Journal of Human Resources, Spring, 1976,

Honig, M. “The Impact of Welfare Payment Levels on Family Stabllity”. In
JEC-Studies in Public Welfare, volume 12, November, 1973. N

Wiseman. M. “Change and Turnover in a Welfare Population”., Working Paper
92-05, The Urban Institute, September, 1977.

Wiseman, M. “Change and Turnover in a Welfare Population.” Working Paper
no. 70, Institute of Business and Economic Research, Department of Eco-
nomics, University of California, Berkeley, August, 1976,

Wolf, D. “The Impact of Income Msaintenance on Marital Digssolution”. From
Follow-Up Btudies Using Data Generated by the New Jersey Negative Income
Taz Experiment, Mathematica Policy Research, 1976.
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Wolf, D. “Income Maintenance, Labor Supply. and Family Stability: An Em-
pirical Analysis of Marital Dissolution”. PhD Dissertation, University of
I’ennsylvania, 1977, -

The following list Includes further studies of interest on marital instability
under present welfare programs. These studles are not included because we do
not have copies of them.

Hutchens, R. State Policy Parameters and Rccipient Behavior in the Aid to
Families With Dependent Children Transfer System. PhD dissertation, Uni-
versity of Wisconsin, 1976.

Hutchins, R. “The Impact of AFDC Transfers on Remarriage”. Unpublished
manuscript, Cornell University, 1977.

MacDonald, M., T. McDonald and I. Garfinkel, “AFDC and Family Dissolution :
A Sceptical Comment”. Unpublished manuscript, Institute for Research on
Poverty, undated (cited in McDonald and Sawhill, “Welfare Policy and the
Family”, which {s included).

Middleton, R. and L. Hass, “Marital Dissolution and Family Interaction.” (See
summary of this paper in Summary Report: Rural Income Maintenance Ex-
periment, which is included in our response to the Subcommittee's request for
c&nclusions of the Income Maintenance Experiments on reduction of work
effort.)

Rieschauer, R. The Impact of the Welfare System on Rlack on Black Migration
and Marital Stability. PhD dissertation, Columbia University, 1971,

Ross, H, and I. Sawhill. Time of Transition. The Urban Institute, 1975,

Also, see the studies of family stability in the Seattle and Denver Income
Maintenance Experiment (included in our response to the request for conclu-
sions of the Income Maintenance Experiments concerning work effort) :
Hannan, M., N. Tuma and L. Groeneveld. “The Impact of Income Maintenance

on the Making and Breaking of Marital Unions: Interim Report”. SRI Re-

search Memo 28,

———. “First Dissolutions and Marriages: Impacts in 24 Months of the Seattle
and Denver Income Maintenance Experiments”. SRI Research Memo 35.

. “Variations Over Time in the Impact of the Sew!t): and Denver Income

Maintenance Experiments on the Making and Breaking of Marriages”. SRI

Research Memo 43.

. “A Model of the Effect of Income Maintenance on Rates of Marital Dis-

solutions : Evidence From the Seattle and Denver Income Maintenance Experi-

ments'. SRI Research Memo 44.

CHmp SuPrrorT PROGRAM

Senator Loxe. There is one other matter I want to ask vou about,
Mr. Secretary, and perhaps we can go into greater detail later on.

Tt would appear to me that the final regulations your Department
published in the Federal Register in January with regard to child
support make it very easy for a mother to decline to cooperate in iden-
tifving the father for support purposes. I think that those regulations
suggest that if the mother, in seeking to be added to the welfare rolls.
merely states that it might create some distress for her, that she might
be afraid of the father or something of that sort, that this would be
an adequate excuse for failing to identify the father. :

Are vou familiar with those final regulations?

Secretary Cavirano. Yes. Mr. Chairman, T think T have—the regu-
lations, as they came to me were, in my judgment. too vague in that
lll‘.(;ﬂil ]an]d] other areas. I believe I tightened them. I do not think that
will hold,

I. as T think you know. I believe that is a verv important program,
not simply because of the financial benefits that can accrue to the
States and the Federal Government but because it establishes a very
important. and supports a very important fundamental principle of
society ; namely, that individuals should be held responsible for their
acts, B
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We have recently taken steps to strengthen this program by filling
125 positions and inereasing the program audit capability.

So I do not believe that the regulations, as I signed them, were
that vague. I think I tightened that and I tightened other portions-
of them up, but I will go back and doublecheck that.

Senator Loxa. It was my purpose in pressing for child support
legislation, to require the mother to cooperate in seeking support
from the father if she is going to receive welfare payments. i

I was a poverty lawyer long before the Government started paying
people to be poverty lawyers. I know what it is to represent a woman
who is entitled to some sort of support from a father. I did that back
hefore the Government started picking up the tab for all of this.

Sure, there are some bad people who might beat the mother or
threaten her, but what you ought to do is go down and put them
under a peace bond, and if they do it again. put them in jail for it.
Now. we ought to be paying these poverty lawyers to do something
more than load cheaters on these welfare rolls. The poverty lawyers
ought to be out there representing those mothers and making those
fathers pay something to support their children.

T do not think you and I, so far, have a basic disagreement about
this matter.

It would seem to me that if a woman comes in and wants the Gov-
ernment to support her and her children, she should tell us who the
father is. Maybe she honestly does not know who that father is—
maybe she was intoxicated when she got pregnant or goodness knows
what. If she wants to say she does not know who the father was, it
seems to me that that ought to be her privilege. If she just does not
know. we will have to take her word for it.

But when she says that, she gives up a valuable right. She gives
up the right at some future date to sue that man for support if he
shows up with a substantial amount of resources. And she gives up
any resource that she might have against that man at some point in
the future.

Now as I construe this, what is proposed by the Department right

now. is to permit her to have her cake and eat it, too; namely, to
decline to identify the father, decline to say where he is, and decline
to cooperate with the Government—and at the same time, live on the
taxpayer while she is doing all of that. And it looks to me as though
those regulations put the welfare departments. which never have
wanted to ask the first question whether the welfare money really
was necessary, in a position to completely frustrate what the child
support agencies would be doing in trying to obtain support if the
mother did not feel like cooperating. ‘
. Thave had people tell me from welfare offices that if a mother comes
in applying to go on welfare, they have to say to her that under the
new law, we must ask vour cooperation and we must make every effort
to see if support can be obtained from the father. Now, I have heard
at least of one case, and I am sure there may be more, where the mother
said. “Well, if T have got to foo} around with allof that, just forget
ahout it.” In a case like that, that person probably hes support avail-
able or is already being supported the way it is now.

I commend yon for what vou have done to try to take cheaters and
chislers off these welfare rolls. Mr. Secretary. T want to be your part-
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ner in that. But I think that we can do more than just have a Project
Match to check for cheating on the basis of social security numbers.
We ought to follow some of these other things on through.

I have had people tell me of going in the welfare office and having
scen a man drive up in a good automobdile and drop a lady off and a
child off, and the child would call the man “Father” or “Papa,” and
then they would go in the building and fill out an application to go on
the welfare rolls and say they do not know who the father is.

The welfare worker said to the woman. was that not you I saw down
below with that man who dropped you off in that new automobile and
sent you into this building, and did the child not just refer to that
man you were with there as “Father”? Maybe you will deny it and
say that was not the case, but that is a case that is going to have to be
carefully investigated because that is what I saw.

Those types of things cause the public to be resentful, because they
feel that they are being ripped off. I do not think that we ought to
make it completelv optional to somebody to come in here and be able
to use a standing excuse for putting people on the rolls when the
father is fully capable of supporting those children, Mr. Secretary, by
saying I am afraid of him, he might come beat me up.

What is your view about that?

Secretary Carirano. I will bo back and recheck the regulations. My
view is, you know, where there is a threat to the safety of the child
that is real, that we obviously have to accommodate to that threat. But
the presumption and the overriding threat should be to find the fa-
thers, get them to pay the money that they should be paying, that they
are responsible for those children.

I have, T think, I have doubled this program in a year. I have
pressed very hard to have peoplé do it, and a lot of people have begun
to go to work on it. As I said, I have substantially increased the staff
at the Federal level for the coming year, but I will have to—I am
happy to go take a look at that regulation. I just signed it a couple of
months ago.

Senator Loxa. Up to now, Mr. Secretary, I have had the impression
that you were the only person in that Department who agreed with
me about child support. I hope that you will continue to agree ‘vith
me. You have not E&d much support from the bureaucracy over there
in the child support area, but I have no doubt that the great majority
of the American people believe that-we should not be paying for child
support where there is a father making plenty of money whose income
is available to support those children.

Secretary Carnirano. I agree, Senator, and I have also put in a new
management tracking system and I have made this one of the major
initiatives under that system, to continue to increase in identifving
father and in getiing them to——

Prosecr Marcu

Senator Moy~xraN. Mr. Chairman, I was going to suggest that
you might be interested to hear the results of a Project Match enter-
prise that the Secretary announced to us at the opening of his testi-
mony. It was very encouraging.
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Senator Loxg. I am all for Project Match, Mr. Secretary. I will cer-
tainly read that and follow it, because I believe that you and I are
partners in that, Mr. Secretary. I think that what you are trying to do
1s something that I have been advocating for a long time, that we try
to find ways to identify individuals and then, having identified them,
if we find somebody who is on the rolls under more than one name,
that we take them off.

One to a customer is enough as far as a welfare check is concerned.
I applaud you for what you have done about that in the past, and I
would be glad to see what you have just done and are doing now.

Secretary Carrrano. I just noted at the beginning of the hearing,
Mr. Chairman, that last night we have run the welfare rolls of 24
States and the District of Columbia against each other and we have
discovered 13,584 welfare recipients who are on the welfare rolls in
more than one State, using their same social security number, with
no attempt to disguise it at all. 4

Senator Loxe. How many is that, Mr. Secretary, did you say$

Secretary CAarLrrano. 13,584, ‘ )

Now, those are individuals with no attempt to disguise it. They use
the same social security number in both States. :

Senator Moyxtiran. That might be $40 million in that State.

Cunip SupporT PROGRAM

Senator Toxg. I think that is progress. We will save a lot more than
that with the child support program, though, Mr. Secretary. It seems
to me that when we get to the point where people find that they just
cannot get away without making a contribution to their children if
they are able to do so, we will drastically reduce both the cost and the
number of people on the welfare rolls.

The child support program, according to your press relecsc here,
brought in over 2 years total collections of $1,422 million at . cost of
$401 million. That sounds like a good investment to me.

I am also in favor of the part of the child support law where you
assist a mother who is not on welfare. She can call upon you to help
make the father make a contribution to keep the family off the weifare
rolls. T also think that helps to establish that it is expected that fathers
contribute, it is something that they have to do. When the word gets
around that fathers are going to have to support their children, things
are going to change. Every man that you made do his duty is just one
more person that you have on your side when you go after the character
who is costing you money, because the taxpayer is having to support
his children since he won’t.

I appreciate everything you have done and applaud it. I am just
worriecs) about the people in the welfare departments who think that
{)h;ay are doing good when they put somebody on the rolls who does not

clong on.

Someone told me from Michigan, that they have a very effective
child support program, but that in some of these areas they were so
drastically reducing the rolls that the welfare administrators were
afraid that they were going to have to lay some of their caséworkers
oft. They therefore were passing the word around quietly to put just
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anybody on those rolls, because they were afraid that some of the case-
workers might be reduced off the payrolls because the caseload had
been reduced.

I hope we are not going to have large numbers of people on the wel-
fare rolls, who should not be there just to justify more caseworkers
than would otherwise be the case. I am sure that you would not want
to do that. That is an expensive way to hire caseworkers, if we have to
provi(llle them with a welfare load just to keep the caseworker on the
payroll.

Secretary Cariraxo, It would be cheaper to put them on welfare.

Senator Loneg. Thank you, very much, Mr. Secretary.

Secretary CarLiraxo. Thank you, Mr. Chairman. _

Senator Moy~tHAN. Thank you, very much, Mr. Chairman.

FiscarL RELIEF

Mr, Secretary, I have one final question of very large concern to some
of our States. As you said on page 10, the administration supports in-
terim fiscal relief, and we were very grateful for your sugport last year.
As you said, Senator Long agreed to it, and we have half of the first in-
§tallment in the social security bill. We will get the other half on H.R.

200.

But then comes fiscal 1979 when, as you say, there is $500 million
in fiscal relief, and that is going to help pull this legislation through
the Congress, you know, because there 1s something in it for us right
now. But we cannot find that $500 million in the President’s budget.

Secretary Caviraxo. Mr. Chairman, there are lots of things that are
not in the President’s budget that we are committed to.

Senator Moy~N1uAN, What ? It is not in the budget ?

Secretary CaLirano. Because under the appropriations procedures
we put money in the budget when we get the law passed. The money
will be there, believe me. It will come in the supplemental in this case.

Senator Moy~inax. Is there nothing in the President’s budget for
any bill he expects? The President’s budget only includes laws that
are now in existence ¢

Secretary Cariraxo. That budget that identifies—I cannot remember
the full extent of the contingency fund and whether or not that is in
there, but we will get that money promptly.

Senator MoyNiHAN. Mr. Secretary, I do not doubt you, but I am
pleased to hear you say it.

‘We thank you very much. Mr. Marcus, we thank you. Dr. Aaron, we
thank you, sir. We have kept you a long time. You have been most
gracious and helpful.

Secretary Carirano. Mr. Chairman, thank you very much.

Senator Moy~iHAN. The subcommittee will resume at 2:30. In the
meantime, I would like to note that Senator Curtis has some questions
that he would like to introduce into the record.* .

{ Thereupon, at 12:40 p.m. the subcommittee recessed, to reconvene
at 2:30 p.m: this same day.] : -

*See part 2,' appendix A.
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AFTER RECESS

Senator MoyNiHAN. Good afternoon to those of the audience who
survived this morning’s experience. I would like to welcome Mr. Man-
uel Plotkin who is, of course, the Director of the Bureau of the Census.
Mr. Levine is with him and Mr. Herriot. Mr. Greene, if you would like
to join the table, you would be very welcome to do so. :

HEW PRreseNTATION OF ProgRaM SEEN ILAcCKING

Before you begin with your testimony may I say, sir, that we have
hopes this afternoon that we are going to hear some serious data pre-
sented to us. We had a disappointing morning in that the Department
of HEW had been asked to come to these hearings to speak to some of
the large assertions about the nature of the President’s proposal, which
this subcommittee chairman certainly supports very much, and yet we
hoped that we would learn something. We hoped to have the argument
reinforced and spelled out, and demonstrated. It was not.

We were told that commonsense suggests that this program is &
good idea. It is a proposal to add 1 percent of GNP to our expenditure
in the area, and an Assistant Secretary of HEW said that he thought
the burden of proof was on the Members of Congress who had to dis-
prove what the President would seem to think is the case. I suggested
to him that the Senators, at least, would not let this burden weigh too
heavily on them, that if they were not persnaded of the President’s
argument, they would simply not enact his legislation.

But we are not, in the end, discouraged. We are going to keep
ressing, and there are those of us who very much feel that the
resident’s proposal for a better jobs and income program, as I said,

addresses a large and certainly pressing social issue, which is family
policy in the l%?lbed States. We very much welcome you, sir, to this
committee and to the fellowship of welfare reformers.

STATEMENT OF MANUEL D. PLOTKIN, DIRECTOR, BUREAU OF THE
CENSUS, U.S. DEPARTMERT OF COMMERCE

-IncoMe aND Poverry Conceprs Usep By Census

Mr. Prorrin. Thank you, Senator. |

Mr. Chairman, I, of course, welcome this opportunity to testify
before this committee and am hopeful that the Bureau’s data can
shed some light on the complex issues surrounding welfare reform.
I was specifically asked to discuss the relationship between changes
in poverty and family structure over time. Before I begin the anal-
ysis, I would like to rieﬂ&discuss the income and poverty concepts
used by the Bureau of the Census., -

Since 1947, the Census Bureau has collected annual data on money
income received by individuals and families as part of the Current
Population Survey. The poverty definition used by the Census Bureaun
is based on an index developed in 1964 by Mollie Orshansky of the
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Social Security Administration and revised by a Federal Interagency
Committee in 1969.

In that year, the Bureau of the Budget established the Census
Bureau’s statistics on poverty as the standard data series to be used
by all Federal agencies. .

Poverty data have been tabulated from 1959, the earliest year for
which the necessary data were available. The dollar levels below
which persons are counted as poor varies by size of family, number
of chil(fren, age, sex, and farm-nonfarm residence.

The poverty level in 1976 for a nonfarm family of four was $5,815.
It should be noted that nonmoney income is not considered in deter-

- mination of poverty status. Receipts from nonmoney sources, such
as food stamps, have recently become an increasingly important ele-
ment in the economic well-being of low-income persons.

Turning now to the data, there were 25 million persons below the
poverty level in 1976, comprising 12 percent of the U.S. population.
The period between 1959 and 1969 saw a substantial decrease in the
poverty population, with the number of poor persons declining by
about 15 million, from 39 million to 24 million. In contrast, during
the 1969-76 period, there was no significant change in the number of
poor.

Overall, the proportion of poor persons who were not family mem-
bers increased between 1959 and 1976. These unrelated individuals
comprised 12 percent of the poverty population in 1959, increasing
to 21 percent in 1976.

This change. however, largelv reflects their increased number in
the total population.

Between 1959 and 1976, the number of families, as opposed to
single, unrelated individuals—the number of families in poverty de-
clined substantially from 8.3 million to 5.3 million, During this
period. however, poverty became increasingly associated with fami-
lies with children. In 1959, about two-thirds of the families in poverty
had related children under 18 years old. By 1976, this proportion
had risen to three-fourths of all poor families.

To understand the change in the number of families with children
in poverty during this period. one needs to be aware of changes in
various components which underlie the overall change. Since only

_10 percent of single parent families are headed by men. I will expe-
dite the following analysis by focusing on only families headed by
women.

To highlight the important trends and to aid understanding, some
gravhs have been prepared which show data for three points in time:
1959, 1969, and 1976. The year 1969 was chosen because it i3 about —.
the time that the poverty rates ceased to decline.

Tables showing the data for all of the years from 1959 to 1976. of
conrse, have been prepared and can be made available to your staff
for further analysis. : _

Senator Moynrran. Would you do that, sir, and we will make this
a part of the record.

Mr. ProtrIN. We would be pleased to. C

As shown in chart 1, figure A. the number of families with related
children under 18 years of age increased from 27 million in 1959 to
31 million in"1976, about 16 percent. During this same period, figure B
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shows that the proportion of such families headed by women nearly
doubled, rising from about 9 percent to 17 percent. Most of this
change has occurred since 1969. These two factors have been exerting
an upward pressure on the number of families in poverty.

During this period the poverty rates for these families have de-
clined significantly as is shown in figure C.

The poverty rate for families with children headed by men dropped
from 16 percent in 1959 to about7 percent in 1976, For families with
children %eeaded by women, the poverty rate dropped from about 60
percent to 44 percent. .

During the period 1959-69, the first part of that period, the effect
of falling poverty rates dominated, resulting in a substantial reduc-
tion in the number of families with children in poverty from 5.4 mil-
lion to 3.2 million, as is shown in figure D. All of this change, how-
ever, was in husband-wife families and single-parent, male-headed
poverty families. For families headed by women, their increased num-
bers in the total population offset the drop in their poverty rate,
resulting in no change in the number of such families in poverty.

Since 1969, however, poverty rates for families headed by both men
and women have shown erratic movements resulting in little or no
change. Without substantial decreases in the poverty rates for families
with children headed by women, their growing numbers in the gen-
eral population have resulted in substantial increases in their number
in poverty; that is, from 1.5 million in 1969 to 2.3 million in 1976.
This has caused corresponding increases in the total number of pov-
erty families with children during this period, as shown in figure D.

In your letter asking me to testify, you inquired if we could sepa-
rate out the influence of the changes in family composition and specu-
late what might have happened to the poverty population if these
changes had not occurred. This is shown in figures E and F which re-
flect the results of statistically holding the influence of composition
change constant and examining the effect.

The solid lines show what actually occurred according to the
surveys. The dashed lines allow the number of families and the
poverty rates for families with children headed by both men and
women to change as measured, but hold the sex of head ratio con-
stant within each racial group. That is, the percent of such families
headed by women is held at 1959 levels.

As you can see, between 1959 and 1969, the solid and dashed lines
remain fairly close because the proportion of families headed by
women did not change by much, as is shown in figure B. However,
since 1969 the lines diverge sharply.

The solid lines, which show what actually happened, turn upward,
reflecting the fact that families headed by women, which have much
higher poverty rates than families headed by men, are increasing at
a substantial rate. The dashed lines show that if the family composi-
tion is held constant, the overall poverty rate, as shown in figure
I, does not increase significantly, and the number of families with
children in poverty, as shown in figure F, increases by a smaller
amount than the actual number. :

In summary, the analysis shows that most of the potential de-
crease in the number of poverty families with children from 1959

to 1969 was realized while family composition change was not sub-



72

stantial, Virtually all of the increase of these poverty families during
the 1969 to 1976 period was a result of composition change.

However, if the poverty rates were to have continued to decline at
their 1959-69 rates, the poverty population would have continued
to decline in spite of the composition change.

Additional charts are available which show the same data by race
of the family head. The underlying patterns of change are similar
regardless of race. The effects are somewhat more pronounced for
black and other races, however, because there have been larger chan,
in family composition. Charts are also available for all families
which show similar patterns to those having children.

The survey data can also shed some light on the factor underlying
the changes in the Eoverty rates and family composition. changes.
The large drop in the poverty rates from 1959 to 1969 was largely
associated with economic conditions. During this period, the economy
was strong with moderate inflation and falling unem({)loyment. This
produced substantial increases in income, as real median family in-
come increased by 38 percent.

The working poor benefited from this economic growth and the
poverty rates for families with working heads decreased from 15 per-
cent in 1959 to 6 percent in 1969. Since 1969 there have been no sig-
nificant change in the poverty rates for the working poor.

Due to increases in Government transfer payments, the poverty
rates for families with no earners have decreased throughout most
of the entire 1959-76 period, decreasing from almost 60 percent in
1959, to 81 percent in 1976.

Another factor contributing to lower poverty rates is that the
population has completed more years of schooling and thus commands
greater income. The proportion of family heads with less than 12
vears of education has steadily declined and most of the decline has
been in the 8 years or less category.

Overall, the Hroportion of family heads which had 8 or less years

of education fell from 39 percent in 1959 to 19 percent in 1976.
"~ The reduction in the incidence and the number of families in pov-
erty has been most pronounced in the South. Although the poverty
rates for families in the South are still 50 percent higher than the
rest of the country, they have decreased dramatically from 30 per-
cent in 1959 to 12 percent in 1976.

Senator MoyniaAN. Could you help me, sir? That is 12 percent of
all families in the South$

Mr. Prorrin. Yes, sir. .

Senator MoyNiHaN. Is that very far off from the national
proportion{ -

Mr. Prorrin. That is considerably higher than the national propor-
tion, which is 9 percent.

Senator Moy~N1HAN. So that 30 percent factor is, that——

Mr. ProriN. That makes it about 50 percent higher in the South
than in that national,

Senator Moy~1maN. Right.

Mr. Prorrin. The numbers underlying the trends in family com-
position indicate dramatic changes. Between 1970 and 1977, the num-

er of divorced mother-child families increased by more than
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200 percent, and the increase for separated mothers was almost 50
percent.

These changes resulted from large increases in the number of di-
vorced and separated women and in proportion of such women who
have childreu..

The rates of increase in the number of divorced and separated women
were greatest among women 25 to 34 years old. If the proportion of
women 20 to 34 years old in each marital status had not
changed after 1970, there would have been about 2.5 million, or 37
percent, fewer divorced, separated or never-married women in that age
range in 1977,

In conclusion, this analysis indicates that during the 1960’s, a strong
economy and increasing transfer payments resulted in substantial de-
clines in poverty rates and the number of persons in poverty.

During the 1970’s, on the other hand, problems beset the economy,
and poverty rates ceased to decline. Large increases have been observed
since 1970 in the incidence of divorce and separation, particularly
among women with children, which have resulted in an increased pro-
gglﬁgn of families headed by women and hence increases in the num-

I 0 r.

Thamm letes my testimony, Mr. Chairman. Of course, we would
be delighted to try to answer any questions that you may have.

[The attachments to the statement of Mr. Plotkin follow. Oral test-
ing continues on p. 76.]
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CHART 2. FAMILIES BY AGE OF HEAD
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TABLE A.—ALL FAMILIES AND FAMILIES WITH RELATED CHILOREN UNDER 18 YR—NUMBER QF FAMILIES AND
NUMBER AND PERCENT OF FAMILIES BELOW YHE POVERTY LEVEL [N 1959, 1969, AND 1976, ACTUAL AND ADJUSTED
WITH 1959 COMPOSITION, BY RACE OF HEAD '

‘

Actual Adjusted (1959 composition)

Total lamilies Famil ty Families in Fomil ty Families in.
otal famifies Family pove: verty Family povel verty
Year and race (thousands) v oo rate (thoups&nds Ny o rate (ﬂiot?:antm
45,111 18.5 8,320 18.5 8,320

51, 486 9.7 5,008 9.5 4,909

56,710 9.4 5,311 8.5 4,814

40, 820 15.2 6,185 15.2 6, 185

46,261 1.7 3,575 1.7 3,562

50, 083 7.1 3,560 67 3,356

4,234 50.4 2,135 50.4 2,135

5, 326 26.9 1,433 25.3 1,347

6, 627 26.4 1,751 2.0 1,458

FAMILIES WITH RELATED CHILDREN
UNDER 18 YR
AH races:

1959 26,992 2.2 5,443 2.2 5,443
29,995 10.8 3,226 10.2 3,073

31,434 12.9 4,060 10.$ 3,307

24,146 15.8 3,812 15.8 3,812

26, 307 1.9 2,089 1% S 2,026

26, 812 9.6 2,566 7.9 2,118

2,846 51.3 1,63t 57.3 1,631

3,687 30.8 1,137  28.4 1,047

4,622 2.3 1,494 25.7 1,188

1 Revised using bopulation controls based on 1970 census. Such controls not available by race.

TABLE B.—NUMBER OF WOMEN IN 1970, PERCENT WITH OWN CHILOREN IN 1970 AND 1977, AND
' PERCENT CHANGE, BY MARITAL STATUS

1
1

Percent
Porcent  Percent with own children change In
. Number 1970 chtng 51910 number with
Marital status (millions) 977) 1970 1977 own children
Allwomenl. .. .c.coumneonaancnns 70.2 11 42 k) :
Married, husband present..._.......... 45.4 6 57 52 . =3
Married, husband sbsent: :
Nof sepa 1.0 ~25 4 3 ' -33
. Separated 1.7 35 55 59 A8
Divorced. .. . 2.7 n 25 4% 231
Widowed. .. . 9.7 3 -1 7
Never married....... . .- 9.6

a 3 e it
1Excludes women in institutions and never-married girls under 18 yr with no own children :
Erricexcy SEeN AT Cexsus Bureau

Senator MoyN1uaN. Well, sir, may I say this in the presence of our
revered ranking member of the minority, we had 3 hours of HEW
this morning, and we learned one-third as much as we have done in 23
minutes from the Census Bureau this afternoon. Let that stand as a
measure of comparative effectiveness. I suppose that there is a direct
cf:rre]atioehn between size of bureau and quantity of product, or some-
thing such,

I would like to defer to Senator Curtis, who might have some ques-
tions, but first let me thank you for a very clear statement. We would
like those further tables ang charts, as you have them, to be made a
part of the record since we are trying to produce a record here. You
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have told us some essential information, and I think it is the most
illuminating demographic information that we have about why it is—
and we have not responded to this question since 1969—that whatever
tho natural courses are in the economy, they are not taking carve of
this problem. To the contrary.

[The following was subsequently supplied for the record. Oral testi-
mony continues on p, 96.]
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CHART 4. FAMILIES WITH RELATED CHILDREN UNDER 18 YEARS —
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CHART 5. ALL FAMILIES — TOTAL
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(THOUS) - MUMBER OF FAMILIES PERCENT  WITH FEMALE HEAD
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CHART 6. ALL FAMILIES — WHITE

FIGURE A
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CHART 7. ALL FAMILIES — BLACK AND OTHER RACES

FIGURE A FIGURE B. PERCENT
(THOUS.) NUMBER OF FAMILIES PERCENT WITH FEMALE HEAD
10,000 0 .
7500 |~ 0
5,000 / 20
2500 |~ 10 ;
1 1 L
1959 1969 1976 1959 1963 1976
FIGURE C. FIGURE D.
PERCENT POVERTY RATES - (THOUS.) NUMBER OF POOR FAMILIES
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---- 1000
40 P
S e JOTAL
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U.S. DEPARTMENT OF COMMERCE, BUREAU OF THE CENSUS
TABLE 1.—PERCENT DISTRIBUTION OF ALL FAMILIES AND FAMILIES BELOW THE POVERTY LEVEL, BY SEX AND
Male Female
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7 Revised using population controls based on 1970 census. Such controls not available by race.

§ Not applicable.
Source: March Current Population Survey.

1 Revised.




83

TABLE la.—PERCENT DISTRIBUTION OF ALL FAMILIES AND FAMILIES BELOW THE POVERTY LEVEL, BY SEX AND

RACE OF HEAD: 1959 TO 1976
{Each raclal group=100 percent}
All races White Black and other races
Number Percent Number Percent Number Percent
of families ——————— of families ————————-— of families ~——F————
' . Male  Female (thou- Male  Female  (thou- Male Female
Year sands) head head sands) head head  sands) head head
All income levels:
1976 86.4 13.6 50,083 89.1 10.9 6,627 66.1 33.9
86.7 13.3 49,873 8.2 10.8 6,372 67.0 33.0
87.0 13.0 , 89.5 10.5 6,258 67.7 2.3
87.0 .0 49,451 98.5 10.5 6, 261 67.6 2,4
87.6 4 48,919 90.1 9.9 6,134 68.2 1.8
81.8 2 48,477 90.4 9.6 5,896 61.2 2.8
£8.4 6 47,641 80.6 9.4 5,655 69.9 30.1
88.5 .5 46,596 90.5 9.5 $,623 .1 28.9
89.2 .8 , 261 91.0 9.0 5, 326 73.2 26.8
89.2 10.8 45,437 8l.1 8.9 5,074 2.7 1.3
89.3 10.7 44,813 91.1 8.9 5,020 73.6 6.4
89.4 10.6 44,110 90.9 9.1 4,956 76.4 3.6
89.4 10.6 44,017 9.9 9.1 4,055 76.3 3.7
89.7 0.3 43,496 91.1 89 4,782 76.3 3.7
89.5 0.5 43,081 91.0 9.0 4,754 76.3 3.7
8.7 0.3 42,663 91.1 8.9 4,773 7.3 2.7
89.9 10.1 42,436 91.5 8.5 4,561 75.6 4.4
3 90.0 10.0 41,85 91.4 8.6 4,457 76.8 3.2
. 89.8 10.2 41,101 811 8.9 4,340 78.4 1.6
45,111 90.0 10.0 40,820 81.3 8.7 4,234 .6 2.4
Bellowlpoveny
evel:
52.1 47.9 , 560 61.3 38.7 1,751 33.5 66.5
55.4 44.6 , 838 63.7 36.3 1,612 35.7 64.3
52.8 47.2 3, 352 61.5 38.5 1,570 .1 65.9
54.0 46.0 , 482 62.8 -« 312 ,627 35.2 64.8
54,6 45.4 , 219 63.0 37.0 , 608 3.7 62.3
57.5 42. , 441 67.0 33.0 ,634 32.4 62.6
60.4 39.6 3,751 63. 3.8 . 562 41.5 58.5
62.9 37 3,708 0. 29.7 1,552 45.2 54,8
63.5 36. 3,575 10, 29.9 , 443 47.1 52.9
65.2 3. 3,616 7. 28,2 , 431 43.7 51.3
68.7 31 4,056 74, 25.6 , 611 4.3 45.7
70.2 29. , 106 74.8 25.2 ,618 59.2 40.8
70.7 29. 4,481 75.1 4.9 ,719 59.3 40.7
7.5 28.5 4,824 75.2 4.8 , 897 62.0 38.0
14.6 25.4 5,258 78.6 21.4 , 802 63.4 36.6
73.9 26. 5, 466 78, 21.8 2, 038 62.6 37.4
74.8 25. 5,887 79, 20.9 , 130 63.3 36.7
16.7 23. 6,205 80.5 19.5 , 186 65.9 341
76.3 23. 6,115 79 20.5 , 128 61.0 31,0
7.0 23.0 6,185 19.9 ,135 68.0 3.0

1 Revised.
2 Revised using population controls based on 1970 Census. Such controls not available by race.

Source: March Current Population Survey.
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Al income levels:

Source: March Current Population Survey,

* Not applicable.

1 Revised.
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TABLE 2a.—PERCENT DISTRIBUTION OF ALL FAMILIES AND FAMILIES BELOW THE POVERTY LEVEL WITH
RELATED CHILOREN UNOER 18 YRS OLD, BY SEX AND RACE OF HEAD; 1859 TO 1976

[Each racial group-100 percent
All races White Black and other races
Mumber Number Number
Year of fami- Percent of fami- Percent of fami- Percent
fies with lies with lies with
children children children
thou- Male  Female (thou- Mals  Female (thou- M female
ssnds) head head  sands) head head  sands) head head

8.1 16.9 26,812 87.1 1.9 4,622 59.9 40.1
8.7 16.3 26,975 82.4 1.6 4, 402 6L.1 38.6
8.3 15.7 26,890 87.9 12.1 4,429 6.2 37
8.3 15.7 26,900 87.9 12.1 4,431 61 3%
85.2 14.8 26,694 8.8 1.2 4,283 62.4 k18
8.0 14.0 26,763 89.7 10.3 4,044 61.1 38.6
86.7 13.3 26,245 90.0 10.0 980 64.5 35,
87.2 12.8 26,25 90.4 9.6 3,814 65.5 34,
88.7 1.3 6, 307 SL.4 8.6 , 687 69.2 30.
83.8 11.2 5, 802 91.5 8.5 , 523 69.4 30.
89.0 11.0 5, 531 9.6 8.4 , 501 0.2 29,
89.6 10.4 5, 244 9.7 8.3 ,378 3.4 26.
89.6 10.4 5, 256 91.8 8.2 , 338 n.4 26.
83.8 10.2 4, 850 9.9 81 , 250 i3 26,
89.8 10.2 S, 053 9.9 8.1 , 223 728 21.2
90.0 10.0 5, 056 92.2 1.8 , 260 .3 26.7
90.4 9.6 4, 986 92.6 1.4 , 186 n2 26.8
90.3 9.7 4, 584 92.2 7.8 , 013 74.6 25.4
90.3 9.7 4,193 g2.1 7.9 , 903 76.0 28.0
90.6 9.4 4, 146 92.4 2.6 , 846 5.1 .9
42.3 §7.7 2,566 50.9 49,1 , 434 21.5 72.5
46.0 54.0 2,716 54.2 45.8 ,396 2.8 70.2
43.3 6.7 2,430 51.4 43.6 , 389 23.8 1.2
4.3 §5.7 , 467 52.3 4.7 , 408 30.3 69.7
43.6 56.4 , 177 51.6 48.4 ,343 30.95 69.5
46.8 §3.2 ,238 56.7 43.3 ,383 30.9 69.1
50.3 49.7 , 372 58.6 4.4 , 311 35.3 64.7
§1.9 48.1 , 219 59.8 40.2 , 212 37.9 62.1
52.9 4.1 , 083 59.6 40.4 ,137 4.5 59.5
§6.4 43.6 , 176 63.6 36.4 171 4.0 57.0
60.5 39.5 . 276 61.1 2.9 , 310 489 511
62.2 3.8 , 400 66.5 315 ,334 $4.5 45.5
62.6 37.4 , 579 66.8 3.2 , 375 54.6 45.4
65.8 34.2 , 858 69.7 30.3 , 521 58.4 41.6
69.8 30.2 , 305 4.6 25.4 , 566 60.1 39.9
68.4 3L6 , 327 73.5 2.5 ,663 581 41.9
70.5 2.5 , 673 75.3 .7 , 187 60.5 39.5
2.6 27.4 3,785 76.5 23.5 718 64.3 35.7
72.3 21.7 3,690 75.5 24.5 ,638 65.1 ]
72.0 28.0 3,812 75.1 2.9 1,631 64.6 35.4

1Revised.
Source: March Current Population Survey.
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TABLE 3.—EDUCATIONAL ATTAINMENT: PERCENT DISTRIBUTION OF ALL FAMILIES AND FAMILIES BELOW THE
POVERTY LEVEL, BY SEX AND RACE OF HEAD, 1559 AND 1966 TO 1876

All families Families with male head Families with female head

Num- Under 12 yr Num- Under 12 yr Num-  Under 12 yr
ber ————— 12yr be —————— 12yt ber
(thou- 8 or of (thou- 8or or (thou- 8or or
Year sands) Total  less more sands) Total less more sands) Total less mote

ALL RACES
Altincome levels:
976

3.7 18.8 653 48,997 331 18.4 669 72,713 452 21.6 548
35(.1 XQbS 84(’9 :g zgg 33i6 xs(.s 6%4 ; ;83(2’ ﬂis 236,3 64i27
L) ¢ t) A t)
363 20.2 63.? 48, 470 ls.) 19.3 65.3 7,242 47.2 25.8 52.3
37.9 21.8 62.1 48,249 36.2 21,0 63.8 6,84 49.8 27.2 50.2
3 39.0 22.4 61.0 47,766 37.5 21.8 62.5 6,607 49.7 269 50.3
40.6 23.7 59.4 47,105 39.2 230 60.8 6,191 51,8 29.1 483
41,6 24.8 584 46,003 40.2 24.0 59.8 5,950 52.8 30.7 47.2
42,8 256 57.2 45653 41.4 24.8 53.6 5,580 54.5 31.9 456
4.3 27.0 55.7 45076 42.9 26.1 57.1 5439 559 339 44,1
46.0 28.1 54,0 44501 44.5 27.2 555 5,333 58.2 35.9 4.8
47.5 29.1 52.5 43,864 46.1 28.3 53.9 5202 59.6 35.0 40.2
§9.0 39.2 41.0 40,953 58.1 384 4l.9 4,196 €7.8 47.2 32.2
62.5 346 37.5 2,768 63,8 41.8 36.3 2543 61.3 269 387
64('0 37i’l 36(‘0 3%29% 65.(]3 44& 34(’7) 22'3%% 62.(’3 28.(’3 37.(}6
64.3 39.3 35.3 2,757 65.8 46.4 350 2 351 63.% 30.; 36.3
66.2 _41.4 338 2,635 68.9 49.8 31.1 2193 63.1 31.3 369
5 6.0 41.9 33.0 2,917 68.8 49.4 3.1 2,158 64.5 3.6 355
3 68.5 455 31.5 3,203 70.2 52.1 29.8 2,100 66.0 356 34.0
70.5 48.7 29.5 3,280 720 54.8 281 1,934 68.1 38.4 31.9
7.2 49.6 28.8 3,145 72.2 Sb.1 27.8 1,803 69.4 384 30.5
73.0 S2.6 27.0 3,292 75.4 587 246 1,753 68.5 41.2 31.5
75.0 547 250 3,84 759 59.4 241 1,774 73.0 445 21.0
75.7 55.1 24.4 4,063 77.1 60.9 229 1,721 72,2 4.2 21.8
— WHITE -
All income levels: -

1976 32.6 17.7 67.4 44,616 31.6 17.3 68.4 5467 411 20.5 58.9
33bl 1803) 66.(’9 4& %9332 32.(,1 l7.(’8) 67.('9 %.‘%80% 41.(.4) 22(.’3 58(.’7)
34.2 19.4 ss.g 44,238 33. 18.9 86.8) 5212 43.0 2&.; 51.0
357 20.5 64.3 44, 34.6 19.8 654 4,853 450 26.2 55.0
369 21.3 63.1 43,805 36.1 20.8 63.9 4,672 452 259 54.8
38.4 22.3 61.6 43,152 37.4 21.8 62.6 4,483 47.1 27.6 52.9
39.3 23.2 60.7 42,154 38.4 22.7 6.6 4,386 47,7 28.6 52.2

4 40.5 24.0 59.5 41,839 39.7 23.5 60.3 4,185 49.1 29.6 50.9
42,0 253 58.0 41,837 41.1 247 8.9 4,053 S50.6 31.2 49.4
43.6 26.4 56.4 40, 42,7 257 51.3 4,008 53.3 33.8 46.7
45.2 27.3 54.8 40,078 44.2 26.6 558 4,032 55.5 344 445
60.1 342 399 2182 62,1 39.1 3.9 1,3799°57.0 264 43.0
61(.% 37i’6 38i1 g&; 64(’0 4zi4 ”il },3983 58i’3 29i3 41i:6

2 L) , 2 ) ' t)
61.4 39.& 38.2 2,185 61.3 43.3 38? 1,297 60.} 32.8 39.g
62.4 40.6 37.6 2,028 657 46.7 343 1,190 57.0 30.4 43.2
64.5 42.3 355 2,306 66.7 47.9 333 1,135 60.1 310 39.8
65.7 45.1 343 2,560 67.4 49.3 32.6 1,191 621 362 3.9
€6.4 47,0 336 2,604 69.4 521 30.6 1,097 59.4 351 40,5
67.2 48.4 328 2,430 69.6 54.2 30.4 1,063 61.6 350 385
70.0 516 30.0 2,55 73.0 S56.5 2.0 1,009 62.0 389 37.9
71,3 52.9 287 3,020 72.7 S56.5 27.3 1,037 €6.9 42.3 33.0
72.4 835 21.6 3,069 74.5 585 255 1,037 66.2 38.9 33.8
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TABLE 3.~ EDUCATIONAL ATTAINMENT: PERCENT DISTRIBUTION OF ALL FAMILIES AND FAMILIES BELOW THE
POVERTY LEVEL, BY SEX AND RACE OF HEAD, 1953 AND 1966 TO 1976—Continued

All families Families with male head Families with female head
Nym- Under 12 yr Num- Under 12 yr Num- Under 12 yr
ber —~-————— 12yr ber 12y ber — 12yr
(thou- 3or or (thou- 8or or  (thou- 8or or
Year sands) Total  less more sands) Total less more sands) Total fess more
BLACK -
Afl income (evefs:
197 5,804 53.2 28.8 46.8 3,653 51.8 31.5 43.2 ,150 555 24.2 44,6
gig? 54i5) 30(8 Astb 355%5' 53(=8 33.(6) 46.)2 gg: 56(.’0 zs(.g 44(.0
N 2 t) J , t 1 " t) 2
5,498 6.0 31‘5) 44.3 3,558 54.3 34.2 4§.2 , 940 ss.g 26.8 u.g
5,440 58.8 34.0 41.2 3,591 57.1 36.4 429 ,849 62.2 29.5 3.8
. 5,265 586 33.4 4L4 3,443 57.2 355 42.8 1,822 61.4 28.6 38.6
5,157 62.1 36.8 37.9 3516 61.0 387 39.0 1,642 644 329 525
4,928 64.3 39.3 357 3,422 629 40.3 3.1 1,506 6.5 371 33.6
4,774 €5.2 40.0 349 3425 62.9 40.4 37.1 1,389 707 389 29.2
4,648 61. 43.4 323 3,321 66, 43.9 4.0 1,327 2.1 4.3 28.0
4589 69.3 449 30.7 3,316 €7.6 458 32.4 1,272 74.0 42.5 26.1
4,560 70.7 47,1 29.3 3,422 69.5 43.8 30.5 1,138 743 42.2 25.8
1,617 68.5 350 315 495 72.9 52.3 2.1 1,122 66.5 21.5 335
}, 3%3 70(.’3 36(.’2 29(.’7 i)gg 75(.’2 54(.’6 24(.’6 ,8?3 57(.‘7 26(.'9 32(.‘2
1,530 71 37.3 28.3 506 79. 58.{ 0.% , 024 66.3 27.3 33.8
1,527 74.3 43.0 25.7 553 8l. 61.5 18.8 974 70.4 32.5 29.6
1,529 73.3 41.6 28.7 558 79.7 572.9 20.3 972 69.7 3.2 3.3
1,484 76.4 47.1 23.7 605-82.6 64.1 12.4 879 72.0 35.3 28.0
1,445 81.5 53.1 185 625 83.8 66.2 16.0 820 79.6 43.2 20.4
1,326 8.7 53.1 1.3 609 84,2 64.7 15.9 718 81.5 43.3 18.5
1,366 81.7 55.7 183 660 86.1 67.7 13.9 706 7.6 445 22.4
1,555 85.0 59.3 15.0 839 87.5 69.4 12.4 716 81.8 4.3 18,2
1,620 84.6 59.4 15.4 947 8.6 69.4 13.3 674 81.6 45.1 18.2
1 Revised.
3 Not available,

Source: March current population survey,
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TABLE 4~REGIONS—ALL FAMILIES AND FAMILIES BELOW THE POVERTY LEVEL, BY SEX AND RACE OF HEAD: 1959 AND 1969 TO 1976
[Numbers in thousands)

All income levels Below poverty level Parcent below poverty level
North and West +  North and West North and West
North-  North North-  North North-
Year, race, and sex of head Total  Total east Central  West South Total Total east Conirsf  West South Total Totat east West  South
ALL FAMILIES
873 2,203 9.4 81 8.3 7.7 8.6 12.0
941 2,343 9.7 ‘8.2 8.0 7.7 9.3 12.7
802 2,217 3.8 7.2 71 6.8 8.0 12.2
852 2,319 9.2 7.4 1.3 6.8 8.5 12.8
803 2,1 8.3 7.2 6.9 6.8 8.2 12.1
5,075 1,079 2,314 9.3 2.4 6.6 1.3 8.8 13.4
5,303 2,947 916 1,191 840 2,3% 10.0 8.1 1.3 8.1 9.0 4.1
5,260 2,852 1,174 2,408 10.1 7.9 7.0 8.0 9.0 15.0
5,008 2,632 1,077 21 2,376 9.7 7.4 6.8 7.5 8.3 14.7
1,974 3,945 1,184 1,954 807 4029 17.7 125 10.3 149 1.6 29.9
34,806 11,701 13,967 9,137 15,277 3,50 2,273 m2 849 652 1,288 7.1 6.5 6.6 6.1 7.1 8.4
34,438 11, 13,816 9,117 15, 3,838 2,440 780 881 779 1,398 7.7 7.1 6.8 6.4 8.5 9.1
24,286 11,421 13,842 9,023 15,1 3,352 2,03 648 740 647 1,316 6.8 5.9 5.7 53 1.2 8.7
303 11,447 13,827 9,029 15,14 3,482 2,106 667 741 698 . 7.0 6.1 5.8 5.4 1.7 9.1
34,242 11,661 13,724 8,857 14,677 3,219 2015 616 745 655 1,204 6.6 5.9 5.3 5.4 7.4 8.2
33,968 11,599 13,708 8,661 14,508 3 441 2, 091 593 820 678 1,350 7.1 6.2 5.1 6.0 7.8 9.3
33,544 11,447 13,582 3,515 14,097 3751 2 332 680 945 7 1,419 7.9 7.0 59 7.0 8.3 10.1
33,189 11,398 13,501 8,291 13,412 3,708 2 301 693 913 695 1,407 3.0 6.9 6.1 6.8 8.4 10.5
32,674 11, 13,367 8,004 13,587 3,575 2 123 634 876 613 1,452 7.7 6.5 5.6 6.6 7.7 10.7
29,656 10,791 12,324 6,541 11,175 6,027 3,415 1,008 1,724 683 2,612 4.8 115 9.3 140 10.4 23.4
3,511 1,152 1,289 1,072 3116 1,751 835 291 322 21 915 264 238 253 250 20.6 29.4
3,367 1,165 1,207 994 3,005 1,612 667 234 271 162 945 253 19.83 2.1 225 163 31.4
3,311 1,141 1,188 983 2,947 1,570 669 2. n 155 901 251 202 2.9 233 158 30.6
3,310 1,141 1,192 977 2,952 1,627 684 251 279 154 943 26,0 20.7 2.0 23.4 157 319
3,168 1,113 1,142 913 2966 1,609 670 261 260 148 939 262 211 235 228 16.2 37
13,130 1,101 1,148 831 2,767 1,64 670 245 259 165 22.7 2.4 2.3 226 187 348
2,997 1,128 1,09 773 2,658 1,552 615 236 246 134 937 2.4 20.5 20.9 22.4 1.3 35.3
2,845 1,013 1,092 740 2,679 1,552 551 176 261 14 1,000 281 194 17.4 239 153 37.4
2,728 1,013 1,014 701 2,598 1,433 199 201 109 26.9 18.6 19.6 19.8 15.6 35.6
1,887 682 765 40 2,286 1,947 530 176 230 124 1,417 46.7 28.1 25.8 30.1 28.2 62.0

88
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TABLE 4. —REGIONS—ALL FAMILIES AND FAMILIES BELOW THE POVERTY LEVEL, BY SEX AND RACE OF HEAD: 1959 AND 1969 TO 1976—Continued

[Numbers in thousands)] {
All income levels Below poverty level Percent below poverty level
North and West North and West North and West
North-  North North-  North North-  North
Year, race, and sex of head Total  Total east Cengral West South Total Total east Central West South Total Total east Centrat West  South
White
1976 5,467 3,933 1,448 1,399 1,08 1,533 1,379 977 37N 324 282 401 252 248 256 232 259 26.2
1975 5380 3,80 1,358 1,331 1,151 1,540 1,394 1,022 362 305 355 372 259 2.6 26.6 2.9 30.9 24.2
1974+, 5208 3,739 1,339 1,337 1,063 1,469 1,289 921 336 285 300 368 2483 2.6 251 2.3 28.2 25.1
1974 5212 3,740 1,340 1,337 1,063 1,472 1,297 913 335 273 309 380 2.9 24.5 250 20.4 29.1 25.8
1973 4,83 3,471 1,279 1,194 998 1, 1,190 857 215 262 320 333 24.5 24.7 2.5 22,0 2.0 24.1
1972____ 4,672 3,359 1,262 1,197 900 1,313 1,135 807 265 266 274 328 243 2.0 21,1 222 30.4 25.0
1971 4,489 3,230 1,214 1,159 857 1,259 1,191 804 2n 278 256 387 2.5 249 2.3 239 2.8 30.7
1970.. 4,408 3,195 1,298 1,103 794 1,214 1,102 770 280 259 231 331 250 241 21,6 235 29.1 21.3
1969 4,165 2,969 1,206 1,033 730 1,196 1,069 631 229 230 223 388 25.7 229 190 222 30.5 2.4
Bbckwsgl 0 3,297 2,357 0] 3) O] 990 606 ) ® 384 300 257 @ ® ® 40.9
20 or
1976 2,246 1,210 458 99 253 1,037 1,164 585 213 245 126 580 51.8 48.3 465 49.1 49.8 55.9
1975 2,102 1,076 404 451 1, , 036 475 169 221 560 49.3 4.1 41.8 49.0 38.3 54.6
19740 ____ 2,022 1,05% 440 417 199 1,035 490 190 221 9 544 51.2 46.4 43,2 53.0 39.7 56.3
1974 2,030 1,063 48 418 197 966 1,054 484 188 214 82 570 51.9 45.5 42.0 512 414 59.0
1973_... 1,951 1,045 445 376 224 1, 002 497 209 1 89 506 5.4 42.5 469 53.0 39.6 55.8
1972 1,935 1,016 427 377 213 917 1,023 493 1 195 104 530 52.9 48.5 45.4 51.7 438.3 5.8
1971, . 1,702 927 a17 337 174 775 9 432 176 175 ' 8l 476  53.4 46.6 42,2 52.0 46.7 61.5
1970._.. 1,594 832 357 325 150 762 850 362 120 175 66 488 53.3 435 337 539 43 64.0
19691 1,428 734 257 132 695 758 331 6 59 427 53.1 45.2 42.3 49.0 45.1 61.5
19592 878 N O ® ® 504 9 1 @ O] ® 380 648 505 () Q@) [0} 75.4
1 Revised ' 3 Not available.

2 Based on 1-in-1,000 sample of 1960 censu:
o ' P > Source: Margh Current Population Surve .

06
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TABLE 42.—REGIONS—PERCENT OF ALL FAMILIES WITH FEMALE HEAD 8Y POYERTY STATUS AND RACE OF HEAD:

1959 AND 1969-76

Below poverty levet

Al Income levels

North and Wast

Rorth-

North and West

North
east Centrsl West South

rth
- Tota!  Yotal

east Central West South

North-

Total Total

Year snd race
of head

67379700!!“’

FeggddgEg™
Sngdndsgge™

CMINNN G et D= N

SISLLTRssZ

CABNOD— M~
womcmalaia~g
O g e gyt et o vt S

MO OONOO N

e o -
_—mm—aas

- ) = o O O 00 0O N 00

2agddddsggs

ONIONmOT DMWY~
. . -

GERRSBBER™

P e St USSRl &
et d -2 d CaosSae S
“ﬁsml‘“?w.‘. T P 1 G0 e 1 B
onNCn ~ Joud o
P S N S S S A S
) et CNOO = IO~ Ot NN
T wIRINSS AmmRRRRESY
~eONCoo~Ow WM RMW DN
PP IR S i B A3 i O
FEBEEIHAIE SISIddRRg
QO W ow € ot 00 P Y #t O o 00 €
S G PO 03 03 05 03 06 08 o N S o o o
=29 wewe BINNAINLISN

B Haini Soiui
”33333321

87630802[0

BIBRSRERIS

MOD=ON DN
it Rt
EEdepasicid 4

DOMT 000 NOO

Black and other

1 Besed on 1-in-1,000 sample of 1970 census .

1 Revised.
3 Not available.
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TABLE 5.—NUMBER OF ALL FAMILIES AND FAMILIES WITH FEMALE HEAD, NO HUSRAND PRESENT AND PLRCENT
OF FEMALE HEAD, NO KUSBAND PRESENT TQ ALL FAMILIES, BY RACE AND AGE OF HEAD

{Numbers in thousands}

All races White Black !
March  March March March March  March
1977 1970 1960 1977 1970 1960 1977 1970 1960
Age of head CPS CPS census CPS CPS census  CPS CPS  census

ALL FAMILIES
Tolal. .o eeieeeee 56,710 51,237 45,149 50,083 46,022 40,887 5,804 4,774 4,262

Wto2dyr .. ... 3,964 3,54 235 3,3% 3,06 2I1M4 576 43 242
251034y, ... ..~ 13,180 10,608 9,152 11,505 9,381 8199 1,442 1,116 953
Btoddyr ... ... 11,221 10,884 10,953 9,723 9,752 9,836 1,230 1,044 1,067
45t 54 yr . 211,170 10,829 9,612 9,944 9,803 8721 |, 936 890
SSto6dyr ... -9 ,314 6,973 8,193 7,516 6,358 748 729 615
65yrandover............... ... 8141 7,078 6103 7,32 6,515 5608 685 507 495
FEMALE HEAD, NO HUSBAND
PRESENT

........................ 4,196 5,467 4,185 3,306 2,151 1,349 830
Mto24yr .. __. 725 167 404 283 112 314 150 55
25ty 579 1,200 988 378 519 _ 34 201
35toddyr__ 861 1,165 749 645 501 319 216
45toS4yr. .. e 887 1,033 870 718 324 237 169
. S5to64yr ... .. 963 s17 730 747 744 604 215 164 126

65 yr and over
PERCENT OF FEMALE HEAD,

973 919 951 850 218 155 123

NO HUSBAND PRESENT TO
ALL FAMILIES
ot . 10.¢ 9.3 109 9.1 81 3.1 283 20.9
4to24yr . 12.4 7.1 120 9.3 5.3 545 339 22.6
25to 34 yr.. 8.7 6.3 10.4 6.3 46 4.2 230 21.2
3Stoddyr.. 9.9 7.¢ 120 7.7 39 388 3.6 20.3
4510 54 yr.. 10.3 9.2 104 8.9 8.2 30.7 253 18.9
S5tobdyr .. IL0 10.5 S.1 9.9 9.5 287 225 20.4
65 yr and over. 15.8 159 125 146 151 314 30.6 25.0

t in the 1960 census, data are for black and other races.
Source: March Current Population Survey and 1960 census.

TABLE 6.— NUMBER AND PERCENT DISTRIBUTION OF FEMALES 14 YR OLD AND OVER, BY AGE AND RACE
[Numbers in thousands]

All races White Black !
March  March March  March March  March
1977 1970 1960 1877 1870 1960 1977 1970 1960
Age CPS CPS census CPS CPS census CPS  CPS  census.
NUMBER
4,914 75,239 67,680 58,060 9,484 7,841 6,853
3,464 18,805 16,927 11,769 2,992 2,437 1,695
1,639 14,161 11,021 10,204 1,881 1,394 1,435
2,325 10,299 10,293 11,000 1,383 1,260 1,326
0,333 10,638 10,734 9,364 1,211 1,137 1,023
8,036 9,554 8716 17,327 942 826 709
9,056 11,782 9,989 8,3% 1,076 786 661

.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
l4to24yr. .. .- X 257 2.7 2.0 250 203 3.5 311 4.7
B51034yr... 191 165 1.9 188 163 176 198 17.8 20.9
Stodhyr 13.8 154 190 137 152 189 146 151 19.3
Blodbyr .. 4.0 157 160 141 159 161 128 145 15.0
SSto b yr ..o 123 126 124 127 129 12.6 9.9 10.5 10.3
6Syrandover.........coeeeoane.... 151 142 140 157 148 145 1.3 0.0 9.6

1 In the 1960 census, data are for black and other races.
Saurce: March Curcent Popula.ion Survey and 1960 census.
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TABLE 7.—MARITAL STATUS OF MEN AND OF WOMEN BY AGE, FOR THE UNITED STATES, MARCH 1977 AND MARCH

1970
{Numbers in thousands]
Married, spouse absent
Married, ——————————
$pOUSE Not . . Never
Year, sex, and age Total present separated Separated Divorced Widowed  married
1877
Allmen 14 andover.......__.__. 78,782 48,002 586 1,353 3,112 1,887 23,782
Percent (men)._...._.. cee-- 100.0 60.9 .7 1.7 4.0 2.4 30.2
Al women 14 and over. . _._..... 86,153 48,002 758 2,355 4,83 10,024 20,150
Mto a2 yr. e aaeas 8, 206 166 23 14 4 1 , 998
18and 19yr... - 41%0 128 56 46 35 2 3,322
20to 24 yr.. 9, 804 4,591 119 319 316 21 , 438
251034 yr. . 16,421 12,101 151 729 1,367 114 , 960
3510 44 yr 11,917 9,312 93 499 1,132 278 599
4510 54 yr 12,047 9,214 113 373 999 837 512
55t0 64 yr__ , 600 7,093 102 239 652 2,023 492
65 yr and over_ , 968 4,797 9% 136 358 6,750 831
~ —Percent (women)_.............. 100.0 55.7 .9 2.7 5.6 1.6 2.4
100.0 2.0 .3 B 97.
100.0 17.4 1.3 1.1 S S, 9.3
100.0 45.8 1.2 3 2 .2 45.3
100.0 3.7 .9 44 8.3 .7 1.9
100.0 78.1 .8 4.2 9.5 2.3 5.0
100.0 16.5 .9 11 8.3 6.9 4,2
. 100.0 66.9 - 1.0 2.3 6.2 19.1 4.6
65yroldandover......_._....._._... 100.0 3.0 .1 1.0 2.8 81.2 6.4
1970
Allmen 14 andover...._.._.._.__ 70,559 45, 3% 181 933 1,567 2,051 19,832
Percent (men)..... ... o100 643 1.3 2.2 2.9 2.1
All women 14 and over_ 77,766 45,397 1,008 1,743 N7 9,734 17,167
Mtol7yr oo 7,772 176 23 8 1 7,562
18 and 19 yr. 3,660 757 87 35 15 2,765
20t0 28 yr ool , 4 4,728 41 210 191 26 3,013
25to34yr. ... 12,620 10,339 13 435 875 66 , 080
35to 44 yr.. e 11,8 , 841 A3 350 632 297 615
35toS4yr... , 0 9,39 33 357 535 980 584
S5to6dyr. ... ... , 807 6,258 110 U6 us 2,083 662
65yroldand over.._._._ 11,539 3,907 98 102 ) 268 6,279 885
Percent (women). . _ . 100.0  58.4 1.3 22 35 125 2.1
100.0 2.3 .3 1) N 9.3
100.0 20.7 2. 4 1.0 . I, 75.6
100.0 6.2 2.9 2.5 2.3 .3 35.8
100.0 81.6 N} 34 4.5 .5 3.5
100.0 82.8 .2 2.9 5.3 2.5 5.2
100.0 78.1 .1 3.0 4.9 8.1 4.9
100.0 63.8 .1 2.5 4.6 2a.2 6.8
100.0 33.9 .8 .9 2.3 544 17
11.7 5.7 =250 45.0 102.4 -390 19.9
10.8 5.7 ~24.8 3.1 1.0 3.0 12.4
5.6 -5.7 1) v 1 ) 5.8
1.5 -3.7 —32.5 il} 8 h 0.1
16.6 -29 -50.6 S1. 65. v 4.3
29.6 1.0 -~12.7 61.6 131.7 1 81.5
.3 -84 =3L5 42.6 ni -6 -2.6
.1 -1.9 ~150 45 0.8 <6 -12.3
8.1 13.3 -1.3 -2.8 45.5 -2.9 -25.7
12.4 2.8 -2.0 3.3 33.6 .5 ~6.1

1 Base less than 75,000,
Source: U.S, Bureau of the Census, Current Population Po&om.&ﬂu P-20, No. 287, *Maritsl Status and Liviag, Arranges

mant;, March 1375,” table 1, and unpublished Cutrent Popu

tion Survey data,
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TABLE 8.—MARITAL STATUS OF WOMEN BY PRESENCE OF OWN CHILOREN UNDER 18 YR OLD, FOR THE
UNITED STATES, MARCH 1977 AND MARCH 1970

[Numbers in thousands }

Married, husband
absent
Married, ————————
Year and number of own children Al husbend Not Never
under 18 yr old women !  present separsted Sepassted Divorced Widowed  married
1977
Abwomen! . . ... . ...... 78,177 48,002 758 2,355 4,863 10,024 12,174
Withnochildren. ... __.._... 7,666 22,895 480 954 2,609 9,335 11,392
With 14+ own children_ ... ... 30,511 25,107 278 1,401 2,254 689 782
Percent across_ ... ..._..._... 100.0 6l.4 1.0 3.0 6.2 12.8 15.6
With no own children . 100.0 48.0 1.0 2.0 5.5 19. 23.9
With 14 own children. . 100.0 82.3 .9 4.6 7.4 2.3 2.6
Percentdown_ . ___.__._..__.... 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Wih noownchildren. . ... ._.._.__.. 61.0 4.7 63.3 40.5 53.7 93.1 93.6
With 14 ownchildren. ... . .._... 3%.0 52.3 36.7 59.5 45.3 6.9 6.4
1970

Al woment ... 70,215 45,397 1,008 1,743 N7 9,734 9,616
th chidren. ... .o 40,979 19,574 594 781 2,036 8,625 9, 369
N o Cehen I 2% 25823 AWM %2 esl 1109 207
Percent across..........coco-ooo 1000 64.7 1.4 2.5 3.9 13.9 13.7
With children_ . 100.0 47.8 1.4 1.9 5.0 21.0 22.9
W'lh no::n chnlaren_ . 100.0 88.3 1.4 3.3 2.3 3.8 0.8
Percentdown._ . ......ooeeoen... 100.0 100.0 100.0 100. 0 100.0 100.0 100.0
hildren. . . .. 58.4 43.1 8.9 4.8 74.9 88.6 97.4
Y e o ehidren 1T 6 s9 4Ll ss2 251 14 s

PERCENT CHANGE, 1970-77
All woment_ .. ... ........ 1.3 5.7 248 35.1 9.0 3.0 26.6
i Sild 16.3 17.0 -19.2 22,2 28.1 8.2 21.6
With 1% own chidren 4 28 3§ 456 2310 -5 2066

1 Excludes women in institutions end never-married girls undes 18 with no own children,
Source: U.S. Bureau of the Census, unpublished Cusrent Population Survey data,
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TABLE 9.—CHILDREN UNDER 18 YR OLD BY MARITAL STATUS OF PARENT(S) WITH WHOM THEY WERE LIVING
FOR THE UNITLD STATES, MARCH 1977 AND MARCH 1970

{Numbers in thousands}
Marital status of parent(s)
Al Married, husband
chil- absent
dren  Married
under husband Never
Yesr and presence of parents 181 present uparmd Separated Divorced Widowed married
19
All children under18.... .
Living with 2 parent: .-
Livi nﬁmlh 1 parent.. .
otheronly. ...
Fatheronly _.._._.._._....

Living with neither parent. .............

Percantacross..........cco.....

Living with 2 parents.
Livmawnthl parent_.
otheronly. .
Father only

Percentdown. .. ......... avenne

Livingwith 2 parents ... .._........
me’imlh lparent. .. _....... .
otheronly. .

Father onl
Living with neu&m pal

1970

Livingwith 2 parents. . _...._.
Lmnaw:th 1 parent
otheronly.....
Fatheronly. . ... .. cioiaia.oo

Percentdown.. .. ..c...oceo..

Living with 2 paunts
Lmn‘mth 1 parent
olhcr only..

Liv!u with muéior parent. . ...oa....
Percent change, 1970-77
Alichildrenunder18. ... ..._...

Living with 2 parents
Levi nﬁ:mh 1 parent
ther only. .
Father onl(,;._..
Living with neither parent..............

¥ £xcludes children under 18 in institutions; the number in 1970 was 296,000, Includes children living with neither
parent, not shown se ntely in the columns,
1 Baselessthan 75,

Source: U.S. Bureau ol the Census, unpublished Current Population Survey data.
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Senator Moy~Nr1man. Senator Curtis?

Senator Crrris. Thank you, Mr. Chairman.

Mr. Plotkin, I am sorry to be late here. hut I was provided with a
copy of your statement yesterday, and I have a few questions here
that T would like to ask.

First, though, this morning I asked several questions of Secretarv
Califano concerning the estimates and the data unon which they were
hased. T will see that the staff gives von a copv of those questions and
if vou can give anv assistance to FIEW on those that fall within yvour
domain, in preparation of the response, I would appreciate it very
much.

StrvEY oF INcomr axp Epvcatiox

Tell us about the survev of income and edueation, when it was
done. what is the character and size of the survev sample. Was the
data aged. sav. to 1978, or 1982, or whatever. Would von tell us a
Yittle ahout that?

Mr. Protrin. Very good. T have with me Mr. Daniel Levine who is
Assaciate Director for Demographic Fields at the Census Burean and
is verv knowledgeable in all of the details of that survey. I would like
to ask Mr. Levine to answer that question.

Mr. Levrxe. T hope that T do not forget some of the salient details,
hecause T did not know that vou were going to ask that, Senator.

Senator Moyx~imran. That is what we are here for, to ask you ques-
tions you do not expect. ~

Mr. Levine. Well, T hope to give vou some of the answers that vou
do expect, though,

The survev of income and ednecation was mandated by the Congress
as part of the review of the Elementary and Secondary Edueation
Act and it was designed to collect information on the number of chil-
dren in poverty families bv State to assist the Clongress in deciding
how to apportion some of the title I money which fall under that act.

The survey, as T recall, took place in 1976 and it consisted of a
national sample of approximately 190,000 housing units in total. which
was desigmed to provide specific reliability at the State level. The esti-
mates were as of that date, Senator.

Now, T am not quite sure what additional detail vou would like
other than to sav it did collect information on education, it collected
information on family composition, and information on income. of
course. Tt was tabulated in great detail and the detailed information
has been provided. not only to the Congress, but also to HEW for
its use in advising the Congress.

Senator CurTis. Are there any general conclusions that can be drawn
on the basis of that survey in reference to education and becoming
a welfare recipient ?

Mr. Lrvixe. T do not recall the conclusions with reeard to educa-
tion. T think that primarily we were interested on the first level with
regard to the impact of changes in the number of children in poverty
families. and basically, as indicated in the Director’s testimony. that
survey shows significant drops since 1970 in poverty in the South.
There was some evidence of an inerease in the number of poor children
in the Northeast, T believe, and little or no change in the nmmber for
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the other regions. We can provide more detail for you, if you would
like. for the record.

Senator Curris. But the data was as of the year you took it ?

Mr. Levive. The data was as of the year we are talking about.

Senator Curris. Which was in 1970 ¢

Mr. Levixe. The survey was in 1976 with 1975 income.

Senator Curris. And so it did not attempt to project to this year
or to 19827

Mur. LeviNe. We have not attempted to project it forward, however,
there is some research underway to see if there are statistical tech-
niques which would permit such a movement forward, a projection
in cffect, but we have not completed that. We are working with the
HEW people, both at the Assistant Secretary of Policy and Evalua-
tion level and also at the Office of Education,

Senator Curris. Now, if I ask some of these questions and you do
not have some of the answers right there, they can be supplied for
the record.

How many single people are there in the United States?

Mr. Levine. I do not have that data.

Senator Curris. That can be supplied ¢

Mr. Levine. I would have to provide that. We can supply that.*

Senator Curtis. And the same figure on childless couples, if you will
supply that,

Mr. Levine. I will be more than happy to.

Senator Curris. And working, intact families, the total numbers of
individuals involved in a family that is intact, and either one or more
of them is working.

Mr. Levixe. We can provide you with the number of families with
one or more working members. I am not sure exactly what you mean
by “intact.” We do not know from any of our surveys whether one of
the children may or may not be in the family or the household at that
time.

Senator Ccrris. But as to the husband and wife, whether they are
divorced ?

My, Levine. That we certainly can tell you.

Senator Curris. That is what I meant by “intact.”

Mr. LeviNe. We can provide that for you:

Senator Ctukris. Then, of those three categories, I would like to
know how many have incomes below the eligibility level in the pro-
posed welfare p?'mg, and that may be supplied.

Mr. Levixe. That may be a little more difficult. but we certainly
will see what we can provide for the record.

Assers Trst

Senator Corris. All right. How many have both incomes and assets
below the level of the plan?

Mr. LeviNe. The assets we do not have any data on. The only activ-
ity which has collected assets in recent vears is the Consumer Expendi-
ture Survey which was conducted in 1971 and 1972 by us for the
Labor Department in order to update the Consumar Price Index

* See Information supplied at page 100.
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weights, and that is really the last time that a national sample, to my
knowledge—I may be incorrect, but at least that we have been involved
in— a national sample that had assets and liability data, and that even
in a very limited sense.

Senator Curris. Well, you had no asset data at all# Did that not
handicap you in estimating whether or not they were in the poverty

category {

M%‘. IEEVINE. No, because the definition of poverty does not take into
account, at the moment, assets or nonmonetary returns on assets, in
the sense of having a home and trying to capitalize it. The current
poverty level is not a function of assets. Only cash income is used in
the determination of poverty.

Senator Currrs. It is becoming a troublesome factor in many areas
of legislation. For instance, I have had called to my attention by
school officials that the rural area machinery has gotten so expensive
that there may be a tenant farmer who shows assets of $100,000 in
assets in machinery, but he may have experienced 2 or 3 bad years in
farming and, at the same time, the mortgage on his property and his
operating expenses have all gone up so that he has no income through
which he can finance his children’s education, but they are barred
from Government programs because of the assets.

Mr. Levine. But under the Census Bureau’s, or rather the official
Government definition of poverty used by the Census Bureau in ita
survevs, if their cash income was below the poverty threshold for that
size family group, the farmer, irrespective of his assets, would be
counted by the Bureau as below the poverty level, or within the pov-
erty group.

PoverTy INDEX DIFFERENCES

Senator Curris. Can you tell me why you and the Community
Services Administration use two different poverty indices?

Mr. LeviNe. No, I cannot tell you why they use a different one. I can
only note that there are many Government programs that, because of
statutory requirements, use different “poverty” indices than does the
(I)3ﬁ”1<(:iial statistical index established by the Office of Management and

ndget,

Different programs have different eligibility standards, either ad-
ministratively based or based on legislative mandate. The Bureau uses
%edm\'erty definition established by the Office of Management and

udget.

Senator Curtis. But there are two or three different poverty levels.

Mr. Levine. I would not necessarily call them poverty levels. I
would call them eligibility levels for different programs, but they are
different from the official statistical measurement. Part of the reason
for the differences may be that, in some of the programs, administra-
tively they do not collect the types of information which would allow
them to make the determination in the manner that we do.

Senator Curtis. For instance, in nonfarm families, with three in a
family, the Census uses a level of $4,540 and the Community Services
Administration uses $4,890, or a difference of $350. In the family of
two, it is a difference of $219. In a family of four, it is a difference of

5,

In most of them, the Community Services figure is a little higher.
‘Which one was used in estimating the cost of the President’s program
for welfare reform?
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Mr. Levine. I am sorry. I know very little about the President’s
proposals.

Senator CurTis. Do you know which one the OMB uses?

Mr. Levine. I believe, in terms of its information to us, OMB has
said the Census Bureau’s statistics are the official measures of poverty.
I cannot say that those are used in various program proposals, or
otherwise. 1 am sorry.

Senator Movx~rmizaN. May I interject to say, Senator Curtis, that
I am strongly of the understanding that the official OMB standard is
what HEW is using. If this is not the case, we will so inform you
this afternoon and correct the record.

Senator Crrris. Thank you, and I want to thank you for your
appearance here, and do the best you can on supplying answers to
the questions.

Mr. ProrsiN. We will try to get it to you as quickly as possible.

Senator Curtis. Thank you, Mr. Chairman.

[The following was subsequently supplied for the record:]

U.8. DEPARTMENT OF COMMERCE,
BUREAU OF THE CENBUS,
Washington, D.C., February 28, 1978.
Hon. CArL T. CuUrTIs,
U.8. Senate, Washington, D.C.

DEeAR SENATOR CURrTIS: This is in response to your request for additional data
to supplement the information presented at the recent hearings of the Subcom-
mittee on Public Assistance,.

Enclosed are two tables containing the data you have requested. Table 1
shows: (1) number of persons by family status, (2) number of unmarried
persons 14 years and over, and (3) number of families by presence of workers
and children, by type of family; all of these data are presented by poverty
status in 1976 and race. (Data for persons living in husband.-wife familles are
not availahle separately; however, the data shown for persons in husband-
wife or other familles are a close substitute since only about 3 percent of these
familles do not represent hushand.wife families.) Table 2 shows the marital
status of families headed by females (with no lhusband present) by poverty
status In 1976 and race.

In regard to your request for an estimate of the number of persons who
would be eligible for benefits under the Administration’s proposed welfare re-
form plan, we regret that the Bureau h&s not developed such dats. It is our
understanding that the only attempt made to provide such estimates is con-
tained in a study entitled Welfare Reform: Issues. Objectives, and Approaches
which was prepared by the Congressional Budget Office (CBO) in July 1977
(copy enclosed). Tt should be noted that the data presented in the CBO report
have been statistically adjusted. For further details, see page 109 of the CBO
report.

Some of the data in the enclosed tables are unpublished, but you may pub-
1{sh them if you wish. Should you do so, we would appreciate it if you would
cite the Bureau of the Census as the source, and indicate that these data are
from the Current Population Survey (CPS). As in all sample surveys, the data
are subject to sampling varfability and errors of response. including underre-
porting. Furthermore, data on income collected in the CPS are limited to
money income recelved before payments for personal income taxes, and dedue-
tions for Social Security, Medicare, union dues, etc. It should be noted that
from time to time changes are made to the processing system and the sample
size which may affect the comparabllity of the data presented in the enclosed
tables with those for previous years. For further detalls, see the enclosed copy
of Current Population Reports, Series P-80, No. 108.

Tf we ean he of further assistance, please let us know.

Sincerely,
Maxvzr D. PLOTKIN,
Direoctor, Bureoy of the Census.
Enclosures.
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TABLE 1,—POVERTY STATUS [N 1976 OF PERSONS BY FAMILY STATUS, AND OF FAMILIES BY PRESENCE
OF WORKERS AND CHILDREN, BY SEX OF HEAD AND RACE

[Numbars in thousands)

All races White Black
Below poverty Below poverty Below poverty
level level leve!
Num-  Percent Num- Percent Num-  Percent
Ciaracteristic Total ber of totsl  Total ber of total  Tota ber  of totsl
PERSONS
Total. ..o 212,303 24,975 11.8 184,165 16,713 9.1 24,399 7,595 3.3
Family members._...._..___..._ 190,844 19,632 10.3 165,571 12,500 7.5 21,840 6,576 30.1
{n families with female head,
no spouse present..___._.. 24,204 9,029 37.3 15,941 4,463 28.0 7,926 4,415 $5.7
In husband-wife or other
families. ................ 166,640 10,603 6.4 149,630 8 037 5.4 13,915 2,161 15.5
Unre'l“at:d individuals R 5,344 2.9 18,594 4,213 22.7 2,559 1,019 39.8
aie

........... L e 1,787 197 1.629 1,321 17.3 1,292 410 317
: 7 2,892 4 1266

Female. .. , 55 28.7 10,965 2,89 26.4 1, 609 48.1
Unmarried, 14 yr 10,076 15.8 53,880 6,805 12.6 8,910 3,040 341
Single. .. , 879 13.4 36,750 3,623 9.9 6311 2074 32.9
Widowed. 2,695 22.6 10,281 2,025 19.7 1,498 644 43.0
Divorced. 1,502 18.7 , 849 1,1 16.9 1,101 322 9.2
FAMILIES
Total .. 56,710 5,311 9.4 50,083 3,560 7.1 5804 1,617 1.9
Husband-wife__...........__... 47,497 2,606 5.5 43,397 2,071 4.8 3,406 450 13.2
With 1 or more workers?._.__ 41,846 1,805 4.3 38207 1,417 3.7 3,018 321 10.6
Without refated children
under 18yr. .. ... ... 21,982 983 4.5 20,525 830 40 1,260 139 1.0
Female head, no spouse present.. 7,713 2,543 33.0 5467 1,319 25.2 2,151 1,122 52.2
With 1 or more workers! .. 5,676 1,181 20.8 4,18 15.6 1,429 511 35.8
Without related children
under18yr.............. 2,403 200 8.3 2010 119 5.9 371 79 21.2
Mate head, no spouse present.... 1,500 162 10.8 1,219 111 9.1 246 45 18.2
With 1 or more workers!___.. 1,274 94 7.4 1,033 63 6.1 mn 27 12.8
Without related chifdr
under 18yr_ ... ._...__... 890 68 1.7 736 4 6.3 126 17 13.3

1 Restricted to families with civilian head.
Source: March 1977 Current Papulation Survey.

TABLE 2.—MARITAL STATUS OF FEMALE FAMILY HEADS BY POVERTY STATUS IN 1976 AND RACE OF HEAD

[Numbers in thousands]

All races White Black
Below poverty level - Below poverty level Below poverty tevel
Num-  Percent Num-  Percent Num-  Percent
Marital status Total ber  oftotal  Total ber  oftotal  Total ber of total
Total ...l 7,70 2,543 33.0 547 1,379 25.2 2,151 1,122 52.2
Single. . .__.......... 1,037 4.8 530 148 21.9 486 305 62.8
Mairied, spouse absent 1,734 945 5.5 1,007 508 50.4 705 422 59.9
Separated 1,48 818 5.5 792 410 51.7 638 394 61.9
Otge 288 127 4.5 215 98 45.6 87 27 41,0
Widowed 2, 380 7 1.9 1,85 212 1.5 502 208 41.6
Divorced 106 7.6 2,078 510 u.5 459 187 40.7

Source: March 1977 Current Population Survey.
Senator MoyN1aAN. Thank you, Senator.

Poverty LEvEL AND NoNcasx BENEFITS

Well, sir, I have a number of matters which I would just like to
ress a little further. One is of perhaps large consequences. First,
just for the record, the Orshansky poverty level measure was based
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upon a multiple of the Department of Agriculture’s family food
needs, was it not{ I remember that. I remember Mollie. Is she still
working? I hope so.

Mr. ProtkiN. Yes, she is still with the Social Security Adminis-
tration.

Senator Moy~N1HaN., Indomitable.

The interesting thing about it is that we were back at a physio-
logical measurement of poverty not very different from the English
Poor Laws, you know, one pound of bread per day. A little more
varied diet, but basically, I think it was two-and-a-half times the
money that was said to buy a food basket.

I have a large question for you, gentlemen, and probably you do not
have an immediate answer, but I wonder whether you would accept
it as an important question.

You measure the change in numbers, levels, proportions of persons
in poverty and make the point that from 1969 to 1976, there was no
significant change.

Now, this evidence says something important to those of us on this
committee who are concerned about this. That is, that whatever hap-
pens naturally is not having any etfect on the money incomes of people.

On the other hand, we have also to ask, what have we done in re-
sponse to this fact. You have made the point, Mr. Plotkin, that you
do not measure nonmoney income such as food stamps. Well, of course,
food stamps are a form of serip and indeed, I have no doubt that in
some places they are a form of money. They are the nearest thing to
money.

In this period 1969-76. there has been a great increase in expendi-
tures on food stamps. I think it was seven, eight, ninefold.

Now, surely, if this were counted as income—and it has the effect
of income, and if you were to measure this impact, we would have
different poverty data. would we not?

Do not just smile and agree, say something.

Mr. ProrriN. We are smiling and agreeing, Senator, because, of
course, you are absolutely right. If one considered nonmoney income,
the poverty rates would be substantially different.

There has been a great deal of study on how to measure nonmoney
income and we now have a major survey in the early planning stages.
Dlan, 2would you provide more substantive information about these
plans?

Mr. Levine. I would like to go back a minute, if I may, Senator,
to the question of the food stamp being scrip. I do not think there is
any question about that. But, as you know, under food stamps, the
amount that the individual pays for that scrip varies by his or her
income and a number of other criteria. So one gets into the question
of how to value, in terms of cash income, the amount that a given
individual receives.

We have made some efforts at it, and our best judgment, based on
some surveys that we have taken, is that about 5 to 15 percent—the
reason we have that range is because there are alternative ways of
trying to assign a value to it—about 5 to 15 percent of the poor prob-
ably would move out of the poverty category as a result og) including
food stamps as income.

Senator Moy~1iaN. That isali? 5to 15 percent ?
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Mr. Levine. That is all that we have come up with, Now this is an
-area where there is a great deal of discussion, research, and difference
of opinion as to how to value it, and of course, if you turn from food
stamps to other types of noncash income you get into a much more
difficult area.

If you take, for example, medicare, medicaid, the question then comes
in, do you ascribe a money value equivalent to the insurance value or
the actual cost of the medical care perhaps to some ridiculous level for
that given year.

b Se_m}z‘igor oyN1HAN. If you were sick enough, you could be proven to
o rich?

Mr. Levixe, Exactly.

And if you go into subsidized housing you run into problems of how
to collect these data, because many of the people who receive sub-
sidized housing have no knowledge that they are 1n subsidized housing
because they are at a lower educational level, and do not have any
knowledge about it. And how to ascribe a value to a public housing
project has caused, at least to the statistician, which we represent, a
tremendous amount of difficulty, and there are many differences of
opinion.

There are studies—I am sure that you are aware of the RAND
studies some years ago, the recent study by the Congressional Budget
Office that has made some attempt to do that, and & study done by a
gentleman—whose name was Mr. Paglin, I believe—who made some
estimate that if you counted all such things, you might get the poverty
population down to 3 percent.

Now, we have some differences of opinion as to how you value some
of these. T must say it is a very serious statistical problem as well as
a policy problem,

I think also that one has to realize that if you count these noncash
benefits for poverty levels, there is a question of equity as to whether
wou should cover them for the rest of the population. There are many
types of noncash benefits that others of us receive, for example, the
benefits that Government employees get, the Government pays part
of our health benefit, things of that sort, which might change the whole
income distribution. If this happens, it raises the question of how one
would set the poverty thresholds. If you include food stamps, then the
amount of money spent for food, relative to the total budget, which is,
in a sense, the heart of the Orshansky index, might shift also.

Sl())l it is a very complex statistical problem, as well as a policy
problem.

Senator Moy~1aN. The Government is concerned in social policy
with the level of minimum provision, and in these matters one asks,
does rent subsidy constitute income ? Obviously it does, in some terms.

Mr. Herriot, did you have your hand up?

Mr. Herrror. In terms of some absolute standard of how well people
at the lower end of the income distritution are getting along leaving
the nonmoney income out obviously biases that measure downward,
although we are not quite sure how to measure how much.

However, the poverty index is also, in essence, a relative standard
and the point that Mollie keeps making over and over again is that if
you include nonmoney income all up and down the distribution and
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not just for the poor, the poverty thresholds themselves might change
8o much that the number of people whom we count as poor might not
changeat all. L

Senator Moy~1HAN. Right. That will certainly be the disposition of
the bureaucracies, but I would be interested—why do you not just
do us a favor here? I raised the point about the Orshansky index
because there is a sense in which it is not relative. It has a physiological
reference to how much food you have to have, and it would be interest-
ing how much that Department of Agriculture food basket—do they
not call it a food basket—how much that has changed in terms of
calorie content and proportion of average income.

Are people expected to live differently today than 20 or 30 years
ago? Could you give us, Mr. Director, some information on that?
For example, just what they have been doing with that ?

Mr. Herrior. Mollie has recently completed an update of her in-
dex based on a more recent Department of Agriculture food budget.
Information based on this index was included in the study by the
Poverty Studies Task Force which was provided to Congress and was
also included in our report to Congress on the Survey of Income and
¥ducation.

Senator MovxriaN, In a very fine study done by Stephen Thern-
stom of social mobility and change among workers in Massachusetts
in the mid-19th century, there was a rather graphic explanation of
how people who did not make much money, and did not have good
jobs, and had a lot of troubles, too, but who nevertheless. in the course
of a lifetime, bought a house.

And Mr. Thernstom said that you have to remember that, as far as
the workers were concerned, the potato was a balanced diet. That is
what they had, the potato. You had it for lunch, for supper and for
breakfast—potatoes. And all the water you could drink.

You said, sir, or maybe Mr. Levine said, that you have a study in
the field which would make some estimate of matters that would con-
cern Senator Curtis on the impact of food stamps?

Mr. LeviNe. Well, there is a joint project underway between our-
selves and HEW which is in the very early stages.

Senator Moy~1rAN. Early. We are not going to have it.

Mr. LeviNe. The very early stages. It 1s an attempt to try to bridge
some of the questions which Senator Curtis has raised and some of the
concerns which have been raised by others in an attempt to measure
both program participation and poverty status and income distribu-
tion and also to provide a framework from which HEW and other
policy agencies can measure the prospective universe from which vari-
ous programs might draw their beneficiaries.

A good deal of work is underway now to try to figure out answers
to the question that I addressed a moment ago, how one does value some
of these things and how one can collect the information.

But, I must point out very quickly, that we are just at the earliest
stages of some research, some small-scale studies to test methodology
of collecting income quarterly and program participation quarterly,
because we find that there is considerable turnover within some of these

programs.
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People receive food stamps for 2 or 3 months and drop off and the
problems of asking a year later have been severe in terms of response
bias, again the types of problems——

Senator Moy~1na~. To do a longitudinal study.

Mr. LeviNe. And so we are testing alternative approaches, and
very honestly, the timeframe for this says that this study, if success-
ful in its developmental phases, will not show any results until some
time in early 1980 or 1981.

Senator Moy~raan. May I just say in that respect that I call the
attention of these young men sitting behind us here, that if it takes you
until 1981, we will be here, or if we will not, somebody will be. Don
Price at IHarvard, dean of the Kentucky School, wrote a very fine book
on science and social policy and made the point that the Constitution
was the first of its kind to provide a basis for social science in the
community and built it right into the Constitution by requiring that
there be a decennial census.

We have had it ever since, and thank God for it. If it were not for
vou and the BLS, T would not believe anything that was printed in
Washington—and I do not always believe the BLS.

I would like to ask two quick questions, and then make a general
observation. First of all, to Mr. Levine, you mentioned that you have
tried to project your 1976 figures to 1982. If you get any luck with that,
let me know. We do not want to force data out of you. You have very
serious standards, and when you gentlemen come along and say we
have found this out, well, ag much as can be found out, has been found
out.

Mr. Levine. I would just add, Senator, that I do not think we will go
quite as far as 1982 just yet. We are trying to see if we can project
from 1976 up until 1980 and that technique, then, would be validated
by comparing it to the results of the 1980 census——

Senator Moy~1HAN. To see what happened.

Mr. LeviNe. If that technique is validated, we will then have a tech-
nique which we can use in the 1980’s. However, if the committee feels
that these data might be useful and we complete some of our ongoing
research before then, we certainly will make it available to you.

Senator Moy~Ninan. When you do, we would like to see 1t, but take
your time. You have been here for almost two centuries——

Mr. Lrvine. Not personally, Senator.

Senator Moy~tHaN. Well, you probably feel like that some after-
noons, I should think.

Tho 1976 survey showed that there had been an increase in families
in poverty in the Northeast. Could you get us a note on that and how
that increase——

Mr. Levine. Do you have those data in front of you, the increase in
poverty in the Northeast from 1970 as a result of the SIE results by
region ? I think that we have that right here with us.

Senator Moy~maN, Fine. We would like to have that as part of the
record.

Mr. Levine. We will be glad to provide it for the record.*

Senator MoyN1uAN. I have one question, and then two observations.

® See material supplied at page 107,



105

Tirst, in the past, we have frequently been unable to get program
estimates from HEW on a State-by-State basis because HEW says the
Census Bureau will not provide data, for reasons of confidentiality.
And this suggests that your samples might not be large enough. But,
for example, you told me that you had 180,000 people?

Mr. Levine. 190,000 households.

Senator Moy~r1iraN, That is a huge sample. That is three times and
move the unemployment samples.

Could we ask you to go to HEW and perhaps to come to speak to
some members of the committee? Mr. Stern, who is the Chief Counsel,
I know would be happy to speak to you, to hear what this is, what is
being said about you, and, if there is a real problem, then to suggest
what we might do about it.

Because 1f your panels are not big enough, maybe we should make
them bigger. Would you do that, Mr. Director?

Mvr. Prorrin. We certainly would investigate that.

Senator Mox~N1iraN. And could I just ask you now, do you feel that
you have the resources you need to provide the President with the kind
of information that he ought to have in this field? Is there something
you have not been able to get? How have they been treating you at
OMB, I guess is my question.

Mr. Protxix. I do not think we have any serious complaints, Sena-
tor. Wao have generally received the support and resources that we need
for major problems, -

Senator Moy~1maN. Well, T am glad to hear that you do, and I would
like 1o say for the record, and I wonder if Senator Curtis would not
join me, in saying that you ought to receive support, because the data
that comes out is iImpeccable. It is produced in terms that mortals can
understand, and we are very proud of that Bureau of yours, sir.

My, Prorkiv. Thank you very much.

Senator Moyxtuan. T would like to make one last observation, One
of the things that this committee is interested in, I think—and cer-
tainly this subcommittee—is the question of, not so much absolute
standards of income with relation to levels of living that we define as
poverty or not, as of dependency. The problem of welfare is basically a
problem of dependency. There are certain portions of the population
who clearly are more dependent. I mean, a 17-year-old woman with a
3-month-old baby is much more likely to be dependent than a 37-year-
old man with a 3-month-old baby, and so forth.

Could 1 just give you the thought that one of the things we are
getting at is the growth of a population whose risk of dependency is
so much greater ? And if you would—1I do not ask you to say or do any-
thing—just put into vour own calculations the thought that we are in-
terested in whether there are populations at risk and whether the popu-
lations at risk are growing or diminishing.

You could almost say that as long as there are a large number of
tenant farmers in an area of sort of bankrupt agriculture, the likeli-
hood of poverty is higher.

That kind of movement is what interests us. Other than that, I
would like to thank you and to ask if you would like to say anything ?

Senator Corris. I have something. A

Senator MoyNTaAN. Senator Curtist
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Senator Curtis. I would like to point out that in reference to in-
kind income for individuals not on welfare the situation is quite dif-
ferent. The two groups are not comparable.

A regent of a university might get free football tickets for his
friends. That is an extra something or other that is personal. An execu-
tive at a certain level might have a chauffeur, and soon.

The in-kind things that welfare recipients receive are in a little
different light. The purpose of welfare is to provide the necessities of
life for individuals who, for some reason or other, are unable to pro-
vide for themselves, so that they might have some medical care and so
that they might have shelter or they might have food or they might
have clothing.

Now, if they receive in-kind benefits that contribute to their food
costs or their housing costs or their clothing or their medical bills,
it is not just enumerating some extras that come to them, deserved or
not deserved, or should be taxed or should not be taxed. It is not in
that category at all. It is a question of determining need.

I believe that the practice usually followed by welfare workers is
that they total up the needs and then what do you have to offset that.
And if somebody’s son gives his mother $25 a month, they deduct
that, and so on.

So I think there is a real need in the welfare area for us to get
the best figures we can on in-kind income or benefits.

I think we should keen in mind that the fact that in-kind benefits
come to other people still does not relate to our problems that we face
in welfare. And, in that regard—this may be difficult, but if you would
do the best you can, throughout your statement where you had figures
on income, if you would put in whatever supplemental information
vou have or do not have in reference to in-kind income that would
at least call attention to the reader of the possibility of it, that would
be helpful to this committee.

I would also like to ask, is there any Federal agency that, so far
as vou know, has collected asset data ?

Mr. Levive. We collected it for, as T indicated the Labor De-
rartment for the consumer expenditure survey done in 1971 and 1972.
That is the last survey that T know about which collected recent asset
data. There is, again, within the plan for the survey that T mentioned
earlier that we are proposing or working on with HEW, we try to
collect limited asset data.

Mr. Herrior. Senator, in connection with the survey on income and
education, there was some extremely limited asset data on things like
whether or not people owned a house and savings accounts and so
fo;th. That was done to assist people in looking at questions of welfare
reform.

But the new income and program participation survey is planned
to dn considerably more in that area, although it will fall probably
considerably short of a true wealth survey.

Senator Cortrs. I understand that the administration proposal, the
Department’s proposal for welfare reform, bases its cost estimates on
Harious factors, including assets. I just wondered where they got the

ata.
Mr. Herrror. It may have been based, in part at least, on the survey
of income and educat’>n data.
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Senator Curris. But there has been, in the last 5 or 6 years, there has
been no broad survey of asset data that you people know of ¥

Mr. Levine. Not that we know of.

Senator Curris. One other question. On page 2 you stress the im-
portance in the growth of single persons, and elsewhere you mention
the growth of the female-headed families. Which has been the more
important in stabilizing the decrease of the poverty incidence$

Mr. ProtriN. The growth in the number of female-headed house-
holds, in single parent households appears to have been the more
important factor in the increase of poverty.

Senator Corris. Increase; yes.

Mr. PLoTrIN [continuingj. Of povert{v.

Senator Curtis. And the increase of the number of single persons
has not made any significant impact that you could tell

Mr. ProrxiN. Well, the increase in their numbers has also been re-
flected in the proportion of people in povertfr. :

Senator Curtis. How many of the female-headed families are mar-
ried and how many are nonmarried ¢ If you do not have that, you can
supply that, if there is such data.

Mr. Levine. We will supply it.

Senator MoynTHAN. Would you supply the rates of change over time
in those two categories?

Mr, Levine. We will, tothe extent that we have it,

Senator Moy~NtHAN. Thank you, Senator.,

Mr. Greene, Mr. Herriot, Mr. Levine and Mr. Plotkin, we do thank
you very much. We send you away loaded with little chores, but I
hope you feel that you have a friend in this committee and that you
can always come back to us with anything that you think we need
to know. And if there is any way that we can be of help to you, I
hope that you will let us know that, equally.

Mr. Prorrin. Thank you, Mr. Chairman. We are certainly pleased
to participate in these hearings.

[The following was subsequently supplied for the record. Oral testi-
mony continues on page 135.]

U.S. DEPARTMENT OF COMMERCE,
BUREAU oF THE CENSUS,
Washington, D.C., February 28, 19718.

Hon. DaANIEL P. MOYNIHAN,
U. 8. Senate, Washington, D.C,

DeaAR SENATOR MoYNIHAN: This is in responge to your request for additional
poverty data to supplement the information presented at the recent hearings of
the Subcommittee on Public Assistance.

Bnclosed i8 a table presenting estimates for the “population at risk” of being
in poverty for the years 1959, 1969, and 1976. Two main dependent groups having
relatively high poverty rates have been selected for presentation: (1) persons in
families headed by a woman with no spouse present, and (2) aged couples and
aged unrelated individuals. These data are shown by poverty status and race.

In addition, we are enclosing the following materials requested by you: (1)
a copy of the report entitled *“The Measure of ¥’ )verty,” a study required by Sec-
tlon 823 of the Bducational Amendments of 1974 (Public Law 93-380), which
provides detailed background information about the current poverty definition
and discusses alternative methods of measurlng poverty, and (2) a copy of the
report to Congress on the results of the 19768 Survey of Income and Education
(SIE) as required by Section 822(a) of the same Educational Amendments.
The tables in this report contain estimates of the poverty population using vari-
ous definitions of “poverty.” The columns labeled “Alternate poverty level” are
based on the updated Orshansky index.

You also inquired about exploratory work being done at the Burean to esti-
mate, on an annual basis, the proportion of children in poverty families by

23-636—78—8

Lo
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State. Estimates for the years 1967 to 1974, and the methodology used to pro-
duce them, can be found in the enclosed unpublished paper, “Development of a
Multiple Regression Model to Produce Estimates of Children in Poverty Families
by State.” Estimates of poor children by State for 1975 from the SIE have al-
ready been provided to members of your staff.

If we can be of further assistance, please let us know.

Sincerely,
MANUEL D. PLOTKIN,
Director, Bureau of the Censuas.
Enclosures.

TABLE 1.—PERSONS IN FAMILIES WITH A FEMALE HEAD, AGED COUPLES, AND AGED UNRELATED
INDIVIDUALS BY POYERTY STATUS AND RACE: 1959, 1969, AND 1976

[Numbers in thousands}

1976 1969 1959
Bclow povarty Below poverty Below poverty
level level level
Pescent Percent Percent
Characteristics Total Number of total ~ Total Number of total  Tolal Number  of total

ALL RACES

28.1 33,337 11,216 33.6 25319 11,700 46.2
37.3 17,995 6,879 38.2 14,199 2,014 49.4
33.0 5,593 1,827 32.7 4,493 1,916 42.6

(gi'g' (;' gg%) (1' %ﬁ) (Zg g) 78 Al 7 2)
- ' ' . ! !
157 4600 'as 175 3, 99 sga) 243

7.4 9,626 1,634 17.0 7,488 2,290 30.6
30.3 5716 2,703 47.3 3,632 2.3% 66.0

25.9 1,437 575 40.0 1,070 626 58,5
3.5 4,219 2,129 49,8 2,562 1,769 69.0

Total. e 33,153 6,959 21.0 26,567 7,351 21.7 21,003 8,476  40.4
Persons in families with female head . 15, 4,464 28.0 12,286 3,577 29.1 10,518 4,232 40.2

Head.. ... .................. 1,379 25.2 4 165 1,069 257 3,544 1,234 348
Relnted chlldren under 18 yr 6,349 2,713 2.7 4577 2,068 45,2 3785 2,420 64.6

Other umny mémbens (3;3) (53.' 3) (', gm (ﬁg) (?g.' 3) 3, 293 s‘zg 1. )
Persons in aged coupless. __._.__.. 728 6.7 9,108 1,452 15.9 7,142 2,070 23.0
Unrelated individuals 65 yr and over. 6,374 1,767 2.7 5,113 2,322 44.9 3,343 2,174 650

Male. i 1,332 295 2.1 1,234 449 36.4 943 536 56.8

female. oo aeans 5042 1,472 29.2 3,939 1,873 47.5 2,401 1,639 68.3

BLACK?
Totah oo e iaas 9 070 4, 887 53.7 6,502 3,752 57.7 4,318 3,223 746
Pessons in families with female head. 1, 925 415 55.7 5,537 3,225 58.2 3,681 2,782 75.6

Head. .. . ... ... ......... 2,151 1,122 52 2 1,384 137 53.3 949 683 72.0

Remﬁddc h"gmt ! n.d.e.rf.’.'_... (‘1’, 22375) 2'(gg) (70 4) 3'(‘9%?) 2'(370) (%.;) 1'9%} . 7%} s6’;-)

Other family members .. 1,542 515 3.4 1018 350 34.4 7 3 50.

Perscns in aged couples * T s 108 193 4 172 358 M8 220 632

Unrelated individuals 65 yr and over. 605 348 57 5 485 355 73.2 288 122 765

Male . ... ...l 202 103 51.0 164 112 68.1 128 81 711
Female. ... ... .. ......... 403 245 60.7 321 243 75.8 161 131 8.4
t Not available,

* {ncludes all persons living in 2-person families with male head 65 yr and over, without related children under 18 yr

of age.
3 ?or the year 1959, data shown are for black and other races.
Source: March Current Population Survey.
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PRELIMINARY RESULTS FROM THE 1976 SURVEY OF INCOME AND EDUCATION

Attached are preliminary estimates from the Survey of Income and Education
(SIE) on the numbers of persons, families, and children below the poverty level
in 1975. Enclosure A, which was previously transmitted to Congress as required
by Section 822(a) of the Educational Amendments of 1974 (Public Law 93-380),
containy a description of the survey, a statement on the statistical reliability of
the data, and a table comparing the number and poverty rates of children 5 to
17 years old in families below the poverty level from the 1970 census and the SIE,
for States. Also attached are three tables summarizing additional SIE data
which were transmitted to Congress: Table 3 presents iii2 number of persons
below the poverty level from the 1970 census and the SIE, for Regions, Divisions,
and States; Table 4 shows comparable data for families; and Table 5 shows
standard errors for persons, families, and children.

If there are any questions concerning these data, please contact Mr, Arno
Winard of the Population Division at (301) 763-5790.

ENCLOSURE A

A BRIEY STATEMENT ON THE SURVEY OF INCOME AND EDUCATION AND OTHER RELATED
MATTERS
Introduction

The Office of Education of the Department of Health, Education, and Welfare
distributes funds authorized by Title I of the Elementary and Secondary Edu-
cation Act of 1965 utilizing a formula that includes the estimate of the number
of children 5 to 17 years of age in poverty families in each State in 1969 ac-
cording to the 1970 Census of Population and Housing. As we move further in
time from the census, the interstate relationships for children in poverty are
likely to be modified because of differential rates of change in several factors in-
cluding population growth, family formation and dissolution, and economie ac-
tivity. Since 1970 national estimates of children in poverty have been available
from the Current Population Survey (CPS). However, CPS estimates were not
statistically reliable on a State-by-State basis.

Accordingly, Congress in enacting the Educational Amendments of 1974 (Public
Law 93-380) provided in section 822 (a) that, “The Secretary of Commerce shall,
in consultation with the Secretary of Health, Education, and Welfare, expand
the Current Population Survey (or make such other survey) in order to furnish
current data for each State with respect to the total number of school-age chil-
dren in each State to be counted for purposes of section 103(c) (1) (A) of title
I of the Elementary and Secondary Act of 1965.” Pursuant to this legislativg re-
quirement, the Bureau of the Census in cooperation with agencies of HEW
mounted the Survey of Income and Education (SIE) and carried it out between
April and July 1976.

The SIRE will also satisfy another requirement of Public Law 93-380, section
731, which directs the Commissioner of Education to estimate from a survey
the number of children and other persons in the States who, because of limited
English-speaking ability, are in need of bilingual education, guidance, and
counseling.

Finally, at HEW'’S request, the opportunity presented by such a large survey
was also used to gather some additional income-related information not usually
collected in the Census Bureau's current income surveys such as receipts of food
stamps, housing costs for homeowners and renters, and estimated cash assets.
Also, information relevant to a number of HEW programs was collected, includ-
ing data on education, disability, health insurance coverage, and institutionalized
persons.

Approximately 180,000 households were selected for the SIBP sample and were
spread through every State in the Union and the District of Columbia. Interview-
ers made personal visits to the sample households. Interviews were conducted
with a responsible adult in the household and lasted approximately 45 minutes.
As required, personal callbacks were made in instances where the initial respond-
ent could not provide the necessary information. Approximately 50 percent of the
interviews were completed by the end of May and 93 percent hy the end of June.
The remainder, including the conversion of a number of households that initially
refused to be interviewed. were completed in July. The final response rate for the
approximately 160,000 occupied households was 95.4 percent.

Statistical reliability
Based on our discussions with the respective congressional committees, it was
agreed that the survey would be undertaken in such a manner that it would yleld
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estimates-of the number of children in poverty with approximately the same sta-
tistical reliability (in percentage terms) for each State. These specifications were-
designed to assure an equitable distribution for each child in poverty throughout
the country regardless of the size of the State of residence. Based on the expected
use of the estimates and cost considerations, it was further agreed that the target
level of sampling variability would be 10 percent; i.e., & 10 percent cocfiicient of’
variation (ev). Table 1 shows that by and large this was accomplished, Only three
of the estimates have cv's greater than 12 percent and most are in the 8-12 per-
cent range. Althongh the SIE estimates of school-age children in poverty are still
preliminary and are undergoing continued analysls and evaluation, the sample-
estimates presented here are reasonably accurate (within the stated reliability)

and provide a better measure of the current number and geographic distribution:
of these children than the 1970 census. We have, however, not finalized several
important elements of our evaluation of the data. Particularly important in this:
regard are the results of the reinterview survey. We will be able to make firmer
judgments concerning the quality and utility of the data in our next report, in
approximately 6 months,

- Comparability of SIE estimates of poverty with cstimates from the 1970 Census

and the Current Population Survey (CPS)

When comparing fncome and poverty statistics from various surveys and
census, some differences in the estimates are to be expected even if they are for
the same time period and use the same hasic income concepts and definitions. For
example, the March 1970 CPS estimated that there were 24.1 million persons in
poverty in the United States in 1969, whercas the 1970 census estimate for the-
same year was 27.1 million persons—about 12 percent higher. The SIE estimate
for 1975 was 24.0 million—about 7 percent lower than the recently published esti-
mate for 1975 of 25.9 million for the March 1976 CPS.

These differences result from numerous causes. In addition to sampling vari-
ability, other factors affecting income estimates are : The number of income ques-
tions asked, the amount of training and general experience of the enumerators,
the mode of collection of the data (personal interview, telephone, or mail), the
length and timing of the interview, and the extent of the respondent’s awareness:
of the vartous surveys’ objectives and their ensuing cooperation. The net effect
of these differences in procedures on family income is difficult to quantify. Re-
search into these problems in 1977 may provide some measure of the difference
in the surveys resulting from these factors.

Comparison with the March 1976 CPS

The March 1976 CPS supplement and the Survey of Income and Education
(SIE) were both designed to obtain money income information for calendar year
1975. Although two major aspects of these two surveys were the same; i.e., the
money income concept and the questionnaire wording and design, there were some

. significant procedural differences which probably cause the income estimates in

these surveys to differ. These differences center on four main areas: (1) Survey
objectives, (2) month of interview, (3) conditioning of respondents and mode of
interview, and (4) interviewer experience.

1. Survey objectives.—The major objective of the SIE was to collect accurate
income information for each State and the District of Columbia. The primary pur-
pose of the CPS is to obtain accurate statistics on the labor force; e.g., the unem-
ployment rate with income information added as a supplement in March. Pre-
sumably the increased emphasis on collection of income data in the training of
interviewers and the introductory letters to respondents led to better (i.e., more
complete) reporting and thus contributed to differences in the results between the
two surveys.

2, Month of interview.—Virtually all interviews in the March 1876 CPS were
conducted during the week of March 14 to 20. Only a small number of house-
holds were interviewed during the succeeding week. The SIE interviews took
place, for the most part, in May and June, with a small number of interviews oc-
curring in April and July. Since respondents often consult their tax returns
in answering survey questions on income, the fact that the CPS interviews took
place hefore the general April 15 deadline for filing tax returns may have disad-
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-vantages compared to the SIE survey. On the other hand, collection of data In
‘May, June, and July for the SIE may have created significant recall problems for
income and work experience during 1975.

3. Conditinning of Respondents.—To assure greater reliability of monthly labor
force estimates, the CPS sample consists of eight rotation groups (panels) each of
which is a national sample. Each of these panels is interviewed eight time in two
separate 4-month periods in which one interview takes place each month, These
two interview periods occur at a 1-year interval; i.e., a household interview for
the first time in March 1975 would have been interviewed for the fifth time in
March 1976. It has been well documented that repeated interviews of CPS sample
households result in decreased respondent cooperation as the number of inter-
views increases. The SIE did not encounter these problems since all households
were, in effect, being interviewed for the first time, In addition respondent cooper-
.ation to answer income questions is affected by the mode of interview. Inter-
viewers tend to be able to secure more complete income information in a per-
sonal interview than a telephone interview. Whereas extensive use is made of the
telephone interviews in the CPS, almost all of the SIE data were collected in
-personal interviews.

Preliminary analysis of the SIE data file indicates significantly lower nonre-
sponse rates for income than those for the March 1976 CPS. Respondent condi-
tioning and telephone interviews in the CPS are probably contributing factors to
the differing income nonresponse rates.

4, Intervicwer Ezperience.—The large number and wide distribution of SIE

sample households made it necessary to hire a iarge number of new, temporary
interviewers. Most of these people had no experience as interviewers in a house-
‘hold survey. The Census Bureau permanent staff of interviewers used for the
March 1976 CPS represents a group of highly trained and experienced personnel
who have worked with complex questionnaires and have been exposed to some
-difficult interviewing situations. Since some of the March 1976 CPS interviewers
were used for the SIE, evaluation plans call for a comparison of the performances
of the new interviewers and the experienced interviewers.

Comparison with the 1970 Census

Table 2 shows estimates by State of the number of children 5 to 17 years in fam-
ilies classified in poverty in the 18970 census and the 1976 Survey of Income and
Education. As with the comparison of CPS and SIE data care should be exercised
when comparing poverty data from these two sources because of numerous con-
~ceptual, collection, and processing differences. The income data from the SIE are
based on responses to questions on 11 separate types of income, whereas in the
-eensus only six questions were used. Also, the household relationship definitions
are somewhat different. For example, in the SIE college students living away
from home are treated as family members at their family’s home rather than as
unrelated individuals living at their college residence. On the other hand, about
400 thousand persons classified as secondary family members in the SIE and CPS
are classified as unrelated individuals in the census. The SIE interviewers had
more intensive training on collecting income date and closer supervision than the

““large number of temporary census enumerators and consequently may have been
able to obtain more accurate answers from respondents. Furthermore, as previ-
ously indicated, almost all the data in the SIE were obtainted by personal inter-
‘view while approximately 60 percent of the households reported on mail ques-
tionnaires in the 1970 census.

In addition, there are numerous processing differences between the census and
‘the SIE. Particularly important are the procedures used to tmpute missing or in-
-complete income responses. The SIE data were processed using a much improved
system recently adopted for processing the March CPS. Such procedures can have
important effects in the estimates, A more complete evaluation of the SIE results
with the census and CPS at the national, regional, and State levels will be forth-
<oming in the Census Bureau's evaluation report. This evaluation may result
in a modified set of State estimates that differs from those included herein.
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TABLE 1.—PRELIMINARY ESTIMATES OF CHILOREN 5_TO 17 YR OLD IN FAMILIES BY _
STATE, BY POVERTY STATUS, 1975

In families below poverty level
Number Poverty rata
. Standard error
Total in Percent Standard
State families Total Number Percent(C.V.) poor error
United States...._ 49,211,000 7,132,000 123, 800 1.7 .S 0.3
Alabama._______._..._. 858, 990 136,210 15,673 1.5 15.9 1.8
Alsska. .. ___ . 95, 550 6,150 952 15.5 6.4 1.0
Arizona._. . 549, 200 92,430 8,745 .5 16.8 1.6
Arkansas.___ 495, 910 106, 10, 269 3.7 21.4 2.1
Catifornia. .. . 4,705,530 648, 050 52,570 L1 13.8 1.1
Colorado. ...... - 600, 3 64, 050 ,632 1.9 10.7 1.3
Connecticut. . 704,150 59, 190 5,675 .6 . 4 .8
Delaware. _......_.. - 137,610 14, 1,607 11.2 10.4 1.2
District of Columbta. ___. 144,610 22,740 2,738 12.0 15.7 1.9
Florida......._.. 1,768, 410 382, 550 3, 000 8. 6 21.6 1.9
, 193,880 , 660 25,543 10.0 21.3 2.1
, 480 19, 540 2,131 10.9 . 6 1.0
205,130 22,530 1,650 .5 11.0 .8
2,570, 280 389,150 27,314 2.0 15.1 1.1
, 257, 120, 440 11,218 9.3 9.6 .9
....... 678, 53,270 5,735 10.8 7.9 .8
499, 660 42,750 5,184 12.1 .6 1.0
793,940 170,230 16, 497 9.7 21.4 2.1
. 219, 18,593 8.5 22.9 L9
...... 253,130 38,690 3,658 9.5 15.3 1.4
..... , 980 104, 150 10, 954 10.5 10.7 1.1
ass: 1,322, 660 123,540 , 9.9 9.3 .9
Michigan...__. , 230, 860 251,710 19, 549 7.8 1.3 .9
Minnesota. . ) , 470 87, 340 9,162 10.5 9.1 1.0
Mississippi.... 194, 340 3 7.1 32.6 2.3
Missouri...... 1,070, 580 157,040 15, 870 10.1 14.7 L5
Montana. . N 22,769 2, 9.1 i2.5 11
Nebraska. 356, 640 36, 100 4, 00 11.1 10.1 1.1
Nevada.._... 143,320 15,770 1, 8.8 11.0 1.0
New Hampsh 197, 002 20,310 1,704 8.4 10.3 .9
New Jersey.. 1,672,110 193, 800 15, 007 7.7 11.6 .9
New Mexico. .. , 010 77,940 5, 7.1 26.0 1.8
New York_..._.. 3,992,870 524,020 42,785 8.2 13.1 1.1
. North Carolina. .. 1,244,490 221,210 24,445 1.1 12.8 2.0
North Dakota. ... 155, 410 17, 820 2,059 11.6 1.5 1.3
Ohio. . eoennanes 2,521,070 293, 650 23,233 1.9 11.6 .9
Oklahoma. 3 86,990 10,213 1.7 14.6 1.7
Qregon___._... 511, 540 42,760 4, 658 10.9 8.4 .9
Pennsylvania. . . 2,605,050 329, 020 25,614 7.8 12,6 1.0
Rhode Island. .. - 205. 790 21,520 2,166 10.1 10.5 L1
South Carolina. . - 692,700 168, 700 14,510 8.8 23.9 2.1
South Dakota...... . 164, 830 21,660 2,969 13.7 13.1 1.8
Tennessee_._..... 954, 940 195, 680 13,346 9.9 20.5 2.0
Texas.... , 890, 460 591, 720 37,255 6.3 20.5 1.3
Utah_.. 315,310 5,270 y 10.8 8.0 .9
Vermont , 260 20, 020 s 1.7 1.8 1.4
Virginia 1 138,750 155, 750 17,012 10.9 13.7 1.5
Washing 809, 070 81,290 10.1 10,0 1.0
West Virgi 401, 560 76, 020 7,455 9.8 18.9 1.9
Wisconsin eee 1,124,090 105, 950 10,494 9.9 9.4 .9
Wyoming. _..o.ooc.oo 89, 990 7,740 9.9 8.6 .9

Source: Survey of Income and Education, U.S. Bureau of the Census.
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TABLE 2.~-NUMBER, PERCENT DISTRIBUTION, AND POVERTY RATES OF POOR CHILDREN S TG 17 YR OLD IN
FAMILIES, BY STATE: 1970 CENSUS AND SIE

Poor children 5 to 17 yr old

Percent of
1970 census SIE U.S. poor Poverty rate
Divisions, regions, Standard Standard 1970 1970
and States Number error Number error  census SIE  census Sie
United States, total.._. 7,700, 368 9,799 7,132,000 123,800 100.00 100.00 14.8 14.5
Northeast..._.__._._. 1,247,028 3,797 1,330,110 52,080 16.21 *18.64 10.5 *12.0
New England. ... 260, 121 1,734 283,270 14,693 3.39 3.9 89 0.1
Maine______.__..__.._. 36, 308 636 38,630 3,658 .47 .54 14.2 15.3
New Hampshire. 14, 286 402 *20, 310 1,704 19 28 .7 %103
Vermont._ ... 13, 062 383 *20, 020 1,548 2 .28 1.4 *17.8
Massachusetts 116, 900 1,151 123,540 12,280 1.52 1.73 8.4 9.3
Rhode Island. 24,482 §25 , 520 2,166 .32 .30 11.0 10.5
Connecticut. . 55, 083 790 59,190 5,675 12 .83 1.2 8.4
Middie Atlantic........_._.. 986, 307 3,378 1,046,840 50,598 12.82 *14.68 1.0 12.7
New York...._.__.__.._ $26, 402 2,410 524,020 42,785 6.84 1.3 12.2 13.1
New Jersey..... 155, 690 1,323 193,800 15,007 .02 *2.72 8.7 “11.&
Pennsylvania. ..___.____ 304,815 1,852 329,020 25,614 3.9% 4.61 10.6 12.6
Nerth Central__..____. 1,539, 350 4,218 1,576,880 46,444 20.00 *22.12 10.4 11.6
East North Central_.._.._.__ 1,023,717 3,480 *1,160,900 42,287 13.29 *16.29 9.7 1.0
{4, T 273,542 1,757 293,650 23,233 3.55 412 9.8 1.6
Indiana_._._____ 123,484 1,182 120, 440 11,218 1.60 1.69 9.0 9.6
Winos. ... 302, 311 1,845 389, 150 ,314 3.93 546 10.7 *15.1
Michigan..__... 229,485 1,581 251,710 19,543 2.86 *3.53 9.1 *11.3
Wisconsin 103, 895 1,081 105,9 10,494 1.35 1.49 8.7 9.4
Wast North Central.._.__.._. 515,633 2,441 *415,980 19,732 6.71 *5.83 12.1 *10.7
Minnesota....._ - 98,936 1, 056 87, 340 9,162 1.28 .22 9.5 9.1
fowa___..... . , 000 901 *53,270 5,735 .94 %75 9. *1.9
Missouri....... . 172,955 1,382 157,040 15,870 2,25 2.20 14, 4.7
North Dakota___ cem 27,354 550 *17,820 ,053 .36 225 S. *11.5
South Dakota. .. - , 815 609 1,660 , 969 44 *. 30 8. *13.1
Nebraska._.... - 45,952 nz 36,100 , 004 .60 .51 2. 10.1
Kansas. .........o.._.. 64,821 852 *42,750 5,184 .84 v 60 1.5 *8.6
South._............. 3,815,961 6,642 *3,098,210 75,623 49.55 *43.43 23.5 *19.6
1, 605, 208 4,308 1,397,080 52,728 20.85 °*19.58 20.7 ~18.2
17,372 441 4,300 , 607 .23 .20 2.0 10.4
laryland 116, 951 1,145 104,150 10,954 1.52 146 L 10.7
District of Cofumbia._. .. 37,193 639 *22,7 2,738 .48 =32 3. *15.7
Virginia._._._ ... 14, 357 1,530  *155,750 17,012 2.78  *2.18 8.2 3.7
West Virginia.__ , 35 1,073 76,02 | 455 1,38 *1.07 2.3  *18.9
North Carolina.. 12, 545 1,843  +221,210 24,445 4.06 *3.10 4, *17.8
South Carotina_. 06, 985 1,476 165,700 14,510 2.69 . 32 9, *23.9
Georgia___._._. 93,871 1,m 254, 660 5, 543 3.82 . 57 4.4 21.3
Florida......... 99, 575 1,812 382, 550 , 000 3.89 *5.36 8.9 216
East South Central . ........ 987,444 3,319  *696,460 32,829 12.82  *9.76 29.3 L7
Kentueky. ...o.oaooooo 208, 462 1,495 170,230 16,497 N . 39 25.1 21.4
Tennesses. .. 45, 157 1,629 195, 680 9, 346 3.18 .74 4.8 *20.5
Alabama_._____ 72, 146 1,710 136,210 15,673 3.53 *L.91 29.5 *15.9
Mississippi. ... 61,679 1,638  *194,340 3,840 .40 272 4.5 *32.6
West South Central.__..__. 1,223,309 3,761 *1,004,670 42,777 15.88  *14,09 23.9 *20.3
. 155,135 1,284  *106,060 10,269 2.01 °lL.43 3.6 214
- 308,850 1,812 219,900 18,593 401 °+3.08 30,1  *22.9
. 122,548 1,158 ~86,990 10,213 1.59 122 19.5  *l4.6
. 636,776 2,637 591,720 37,255 8.27 830 21.5 20.5
................ 1,098, 029 3,761 1,126,320 53,100 14,26 *15.80 12.4 12.9
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TABLE 2,—NUMBER, PERCENT DISTRIBUTION, AND POVERTY RATES OF POOR CHILDREN S TO 17 YR OLD IN
FAMILIES, BY STATE: 1970 CENSUS AND SIE—Continued

Poor chitdren 5 t0 17 yr old
Percent of
1970 census SIE U.S. poor Poverty rate
Divisions, regions, Standard Standard 1970 1970
and States Number orror Nember erfor  cansus SIE  census SIE
336, 281 1,972 328,530 13 3!4 4.37 461 147 13.8
24,998 528 22,670 079 .32 .32 12.9 12.5
23,716 514 22,530 l /690 .31 32 12.0 11,0
10,054 336 7,780 765 13 Al 1.2 *8.6
71,254 893 64, 090 7,632 .93 .90 12.3 10.7
80, 559 924 77, 840 5,500 .05 1.09 26.3 26.0
84,014 950 92, 40 8745 1.09 130 12.5 16.8
30,796 588 25,270 2,724 .40 .35 10.0 *8.0
10, 890 351 *15,770 1,389 4 22 8.8 *10
761,748 29,967 797,790 50,414 9,89 11.19 1.6 12.6
Washington............ 80,172 949 81, 290 8,245 1.4 L14 9.3 10.0
Oregon_..... - §3,953 719 42,760 4,658 .70 .60 10.3 8.4
Californta._ . 595,765 2,556 648 050 52,570 7.74  9.09 12.1 13.8
Alaska.._.. - 12, 393 370 6, 150 952 160 %09 14.6 *6. 4
Hawaii_...oocaamaeaoa o 19, 465 468 19 540 2,131 .25 .2 9.7 9.6
1 Revised May 6, 1 .

977,
*An asterisk (*) preceding the SIE data Indicates statistically significant change at the 95-percent confidence level
from the 1970 census data,

TABLE 3.—NUMBER, PERCENT DISTRIBUTION, AND POVERTY RATES OF PERSONS BELOW THE POVERTY LEVEL
IN 1969 AND 1975, BY STATE: 1970 CENSUS AND SIE

Number of persons Percent of U.S,
persons in
1970 census SIE poverty Poverty rate
L Below Below
Divisions, regions, and poverty povel 1970 1970
States Total level Totat level census SIE census SIE

United States, total. 198,059,951 27,124,985 211,308,430 ©23,990,680 100.00 100.00 13.7 °*l1L.4

Northeast...___.__ 47,931,199 4,820,503 48,778,650 *4,336,350 17.77 18.08 10.1 *8.9
NewEngland....._._... 11,488,630 1,033,081 12,060,400 *946,420 3.81 3.94 9.0 *7.8
Maine ..._....._... 962,333 131,271 1,053,890 126,170 .48 .53 136 c12.0~

New Hampshire. 712,530 64, 807 817,620 64,670 .24 .27 9.1 *1.9
Vermont..____. 426,226 51, 621 468, 620 *63, 360 9 %28 121 13.5
Massachusetts 5,523,939 473,200 5,746, 190 ‘408. 10 174 170 8.6 *7.1
Rhode Island . 905, 130 99, 997 912,010 9,640 ° .37 .33 1.0 *8.7
Connecticut. . 2,958,472 212,185 3,062,070 204 470 .78 .85 1.2 6.7
‘Middle Atlantic...._..... 36,442,569 3,787,422 36,718,250 °3,389,930 13.9% 14.13 10.4 *9.2
New York._......... 17,854,680 1,985,954 17,815,060 *1,670,600 7.32 6.9 111 9,4
New Jersey. .. 7043512 573,674 7,240, 060 585,430 211 2.4 8.1 8.1
Pennsylvania. 10,544,377 1,227,794 11,663,130 1,132,500 453 472 10.6 9.7
North Central...... 55,221,923 5,951,611 56,979,410 °5336,420 21.94 22.24 {0.8  *9.4
39,372,144 3,886,891 40,505,310 3,744,430 14.33 °15.61 9.8 *3.2

10,434,754 1,348 10,631, 810 997, 2 383 416 100 9.4

5,071, 114 493 379 5,258,140 *423, 700 1.8 177 9.7 8,

lllmoll.... S0 10,864,707 1,112,145 10,982,690 1,150, 380 410 4.8 10.2 10.

Michigan.. .-- 8,697,689 819,438 9,063, 380 820,990 3.02 342 9.4 9,

Wisconsin........... 4, 303, 880 420,581 4,569,290 352,100 1.55 1.47 8.8 e
2,064,720 16,474,100 1,591,990 7.61 *6.64 13.0 9.7

397 662 3, 887,8%0 *323,690 147 135 10.7 3,

318, 2,835,590  *225,200 117 %94 116  *7.¢

672, 092 4 70‘. 450 564,960 2.48 2.35 .7 L2

93, 086 21. 490 65,50 .34 %27 157 0.

119, 543 671, 580 *87,850 .4 %37 187 13

188,235 ), 526 520  *146,940 . 69 .61 131 S

275,497 2,226,5% *177,760 1,02 M 127 8
12,388,040 67,864,200 °10,406,370 45.67 43,38 20.3 5.3
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TABLE 3.—NUMBER, PERCENT DISTRIBUTION, AND POVERTY RATES OF PERSONS BELOW THE POVERTY LEVEL
IN 1969 AND 1975, BY STATE: 1970 CENSUS AND SIE—Continued

Number of persons Percent of U.S.
persons in
1970 census SIE poverty Poverty rate
Below Below
Divisions, regions, and poverty povert 1970 1970

States Total Ieval Total fevel census SIE census SIE
South Atlantic.......... 29,744,685 5,242,305 33,572,530 4,604,590 19.33 19.19 17.6 *13.7
Delaware........... 532,911 £8,155 574, 860 *47,210 .21 .20 109 *8.2
Maryland...._. .- 3,825,999 386,579 4,055, 320 *313,430 143 10.1 0.1 ‘2.7
District of Columbia. 724,306 123,109 692, 550 '86, 460 .45 *.36 1.0 *12.5
Virginia. ... 4, 453, 506 690,615 4,906, 560 *513,470  2.55 *2.14 5.5 *10.5
West Vieginia. _ 1,708,917 380,113 1,792,050 *2170, 240 1.40 *113 2.2 *15.1
Nosth Carolina..._.. 4,05, 849 996,309 5,369,170 *787,650 3.67 3.28 0.3 *i4.7
South Carolins..._... 2,489,935 594, 938 2, 781,200 *477,850 2.19 199 3.9  *17.2
Georgia. ... .. 4,460,155 924 262 4,907,750 882,800 3.41 3.68 0.7 *18.0
Florida. .. .......... 6,637,507 1,088,225 § 493,070 1,225,410 4.01 5.}l 6.4  *14.4
East South Central. ... 12,494,486 3,178,571 13,459,370 2,449,530 11.72 *10.21 254 *18.2
3,130,413 718,313 3 371 870 *595,740 2.65 2,48 2.9  *1.7
3,831,231 236, 405 178, 380 *659,780 3.08 2.75 1.8 *15.8
7 857 248 3 684, 560 '586, 80 316 <245 5.4 *16.4
2,164, 355 766,605 2,324, 560 *607,230 2.83 *2.53 354  *26.1
....... 18,812,235 3,967,154 20,832,300 *3,352,250 14.63 13,97 2.1  *lI6.1
522,969 2,125,620 *392,340 1.93 °*l.64 7.8 *18.5
932 671 3,739,270 *719,850 3.44 *3.00 26.3 *19.3
4,931 2,680,200 *39,950 1.71 1.54 8.8 *138
2, 046 593 12,287,210 *1,870,020 7.55 1.79 8.8 *52
3,964,831 37,686,170 3,911,540 14.62 *16.30 1.7 *10.4
1,137,716 9,732,780 1,127,010 419 *470 141 *lL6
3 91, 669 774,510 85, 890 .34 .3 136 *11.5
695, 905 91,578 827,830 85, 330 3 .36 132 w03
323, 891 37,868 375, 860 *32,710 4 A4 107 8.7
2,133,176 263,224 2,536,370 230, 180 .97 93 12.3 9.1
994, 258 221,120 1,152, 000 222,560 84 .9 2.8 193
1,232,836 260,430 2,274,290 *314, 380 97 .31 153 13.8
1, 035, 801 118,343 1,220,710 *103, 160 A .43 114 8.5
479,643 43,478 601, 210 *52, 800 16 22 9.1 8.8
.................. 25,783,484 2,827,115 27,953,390 2,784,530 10.42 °*11.61 11.0 *10.0
Washington_....... 3,300,222 335,597 3 695 780 298,520 124 Lz4  10.2 3.2
Ore .-- 2,043,048 234, 848 89, 840 4203, 990 .87 .85 LS 8.9
C 19,425,370 2,152,716 20 981 230 2192170 7.93 o1 1.1 10.4
- 279,970 35,411 34, 670 %22, 950 13 %10 12,6 *.7
Hawail.._. 734,874 68,543 241, 870 66, 900 .25 .28 9.3 1.9

*An asterisk (*) precading the SIE data indicates statistically significant change at the 95-percant confidence level from
the 1?70 :ensus data, An asterisk is not necessary for the S{E total column because thess numbers are not subject to:
sampling error.

Source: 1970 Census and Survey of Income and Education.

TABLE 4. —NUMBER, PERCENT DISTRIBUTION, AND POVERTY RATES OF FAMILIES BELOW THE POVERTY LEVEL.
IN 1969 AND 1975, BY STATE: 1970 CENSUS AND SIE

Numbar of famities Percent of
U.S. families
1970 census SIE in poverty Poverty rste
o kit 1970 1970
ve
Divisions, regions, and States Total lml- Total ”7:53 census SIE census SIE

United States, fotal.... 51,168,599 §,462,216 56,080,030 5,050,780 100,00 100.00 10.7 *9,0

Northeast............ 12,394,267 93¢, 906 12,842,810 920,970 17.13 *18.23 7.6 1.2
2,934,690 195, 178 3,163,920 204,800 3.57 *4.05 6.7 6.5

248,154 278, 840 65,80 &7 51 103 9.3

183, 825 lZ, 243 21& 040 12,80 .22 .25 67 5.9

107, 411 132 122,360 13,220 .18 26 81 0.8

2E L08R mm o o4

767, 651 40,89 80,19 600 .75 %9 53 5.6
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TABLE 4.—NUMBER, PERCENT DISTRIBUTION, AND POVERTY RATES OF FAMILIES BELOW THE POVERTY LEVEL
IN 1969 AND 1975, BY STATE: 1970 CENSUS AND SIE—Continued

Number of families Percent of
U.S. families
1970 census SIE in poverty Poverty rate
Below Below
o poved{ puvo ly 197 1870

Divisions, regions, and States Total level Total census SIE census SIE
Midcle Atlantic. ........... 9, 459, 577 740,728 9,678,890 716,170 13.56 14.18 1.8 1.4
New York. 4,609,638 391,098 4,675,710 356,580 7.16  7.06 8.5 *7.6
New Jersey. . 1,833,809 112,637 1,926,860 132,530 2.06 +2.62 6.1 *6.9
Pennsylvania. 3,011,130 236,993 3,076,320 227,060 4.34 4.5 2.9 1.4
North Central......... 14,184,786 1,171,102 15,060,610 °1,109,320 21.44 2.9 8.3 *7.4
€ast North Central......_.. 10, 074, 742 755,985 10,683,770 783,240 13.84 *15.51 7.5 1.3
Ohio.........coooao... 2,691,130 204,874 2,832,670 208,180 3.75 412 7.6 7.3
Indiana................ 1.321,674 97,545 1,421, 900 *85,360 1.79 1.69 7.4 *6.0
Illinais. .. , 794,194 213,849 237,650 3.92 471 1.7 8.3
Michigan. 2,190, 269 160,034 2,398, 620 *183,150 2.93 *3.63 1.3 1.6
Wisconsin... 1,077,475 79,683 1, 181,740 *68,900 1.46 1.36 7.4 *5.8
West North Central........... —4 110,044 415,117 4,376,840  *326,080 7.60 *6.46 10.1 *1.5
Minnesota. . ............ 921,332 75,923 994, 020 *63, 1.39 126 8.2 *6.4
lowa. . ooiiiiaeaanns 17,776 63,956 750, 780 *43,920 1.17 -8 8.9 *5.8
Missouri......cceaooo.. 1,204,751 138,795 1, 275 570 120,930 2.54¢ 2.33 115 *9.§
North Dakota..... ... 148, 18, 332 780 , 630 34 025 124 *3.0
South Dakota........... 161, 941 23,887 117 230 *18,780 44 437 148 *0.6
Nebraska. ............. 374, 160 37,868 401, 120 *28, 680 .69 w57 101 7.1
Kansas.....coeeenenn.. 581, 849 56, 356 619,340 *37,660 103 %75 9.7 *5.1
South. .. oooieoo... 15,907,693 2,581,333 18,251,910 *2,202,460 47.26 *43.61 16.2 *12.1
South Atlantic. . ... ........ 7,773,582 1,083,600 9,078,310 985,350 19.84 1951 13.9  *10.9
Delaware...._.._....._. 136,915 11,224 153,170 10, 160 .2 .20 8.2 *6.6
Maryland....___.. 974,143 74,601 1,066, 480 66,300 1,37 13l 7.7 *6.2
District of Cofumbia 163 482 20,787 158 220 18,030 .38 .36 12.7 11.4
Virginia__...._.. 1,162, 25 143,005 1,317,930  *109,550 .62 *2.17  12.3 *8.3
Waest Virginia__ 454, 493 1,697 494, 520 *56, 740 .50 *L12 180 1.5
North Carolina. , 292, 466 211,222 1,504 160  *182,360 .87 361 163 *12.1
South Carolina. , 689 308 730, 880 *94, 300 .18 *1.87 190 *12.9
Georgis. ... 1,149,771 192,465 1,292, 020 188,440 .52 373 16.7  *14.6
Florida 1,811, 367 229,241 2,360,930 259, 430 .20 *5.14 12.7 *1L.0
East South Central.......... 3,258,771 680,025 3,633,080 *528,760 12.45 *10.47 20.9 *14.5
Kentucky. ........_.... 825,222 158,779 909,490  *135,700 .91 269 19.2 *149
Tennessee. . 1,024, 446 186 326 1,161,850  *145,940 .41 42,83 18.2 *12.6
Alabama_.___ . 874,659 80, 666 969,540  *125, 140 .31 2,88 20.7 12,9
Mlssls!lppt. - . 534,444 154, 254 597,200  *121, .82 *2.42 28,9  *20.4
West South Central__.__._._. 4,875, 346 817,708 5,535,520  *€88,350 14.97 °*13.63 16.8 °12.4
505, 195 114,945 5§84, 530 *82,470 2.10 °*1.63 22.8 *l4.1
872,772 187,955 944,300 141,330 344 *2.80 21.5 *15.0
679, 25 102,210 748, 620 83,200 1.87 1.65 150 °*1l.1
2,818,123 412,598 3,258,070 381,350 7.55 7.5 146 117
West................ 8,68],847 773,875 9,924,700 818,030 14.17 *16.20 8.9 *8.2
Mountain. . ... . 2,038,168 221,724 2,527,680 227,280 406 *4.50 10.9 *9.0
Montana. .. __...._..... 171,812 17,821 193, 110 17,230 .33 .4 104 *8.9
fdaho.. ... .. ... 179, 448 , 504 221,760 18,230 .36 .36 109 *8.2
Wyoming.__......._.._. 84,703 7,841 00, 00 , 970 .14 .14 9.3 *7.0

Colorado. .. __......._.. 547, 165 43, 850 , 120 *4], 890 .91 .83 9. 1 *6.
New Mexico_......_.... 242,740 , 906 297,430 46, 200 .82 91 185 155
Arizona_. ... 3 56, 359 £92, 370 ,250 .92 127 11.§ 10.8
Utah. . ... 249,741 22,802 303, 330 21,310 A2 .42 1 *7.0
Nevada.__......._..__. 128, 170 8,641 159, 350 *11,200 .16 %22 .0 1.0
Pacifie. ... eace-won 6,643,679 552,151 7,397,020 590,750 10.11 °1L.70 8.3 8.0
Washington............. 862, 542 65, 250 924, 340 60,770 119 120 7.6 *6.6
Gregon_...__.......... 524, 46, 456 615,190 4,1 .85 .8 .6 *6.7
California. caemeu-e 5,001,255 421,200 5,574,210 471,580  7.71 *9.34 .4 8.5
Alaska _ _______.__.. - 66, 67 6,199 10 *4,270 A1 08 .3 *5.2
Hawaii__............... 170,629 13,046 200, 970 12,930 ) .26 7.6 *6.4
*An asterisk (*) preceding the SIE data indicates statisticatly significant change at the 95-p fidence fevel

from the 1970 census data. An asterisk is not necessary for the SIE total column because these numbers are not subject

to sampling evror.

Source: 1970 Census and Survey of Income and Education,



TABLE 5—PERSONS, FAMILIES, AND CHILDREN 5 TO 17 YR OLD BELOW THE POVERTY LEVEL IN 1969 AND 1975, BY STATE: 1570 CENSUS AND SIE

Persons Families Children 5 to 17 yr

SIE SIit SIE
. . Standard Standaid Standard.t
Divisions, regions, and States 1970 census Number ercor 1970 census Number ercor 1970 census Number error
United States, total. ______ . ______________________ 27,124,985 *23,990, 680 274,000 5,462,216  *5,050,780 62, 000 7,700, 368 B *7, 13{. 520 o EIEE!
Northeast____ . ______ . ... 4,820,503  *4, 335,350 120, 932 935, 906 920,970 27,065 1,247,028 1, }}0. 1o 52, 100
New England. ... .. 1,033,081 *946, 420 34, 406 195,178 204, 300 7.14 260, 121 283,270 14,700
Maine___.___ e ammmmme e e e e aanman 131,271 126,170 8,406 25,622 , 840 1,872 36, 308 6 3,620
New Hampshire._ . 64, 807 64,670 3,879 12,243 12, 810 833 14,286 *20, 310 1,700
ermont.________ 51, 621 *63, 360 3,528 9,732 *13, 220 802 13,062 *20,020 , 530
Massachusetts_____ - 473, 200 *408, 110 28,319 86, 691 90, 110 6, 409 116, 900 23, 540 12,170
Rhode Island. ... —— , 997 *79, 640 5,293 20, 041 *16,730 1,174 24,482 21,520 , 160
[ 212,185 204,470 13, 408 40, 849 4, 3,085 55,083 59,190 5650
Middle Atlantic_._._. ... 3,787,422 *3,389,930 117,359 740,728 716,170 26,216 986,907 1,046,840 50, 600
New York. .. 1,985,954  *1,670,600 95, 967 391,098 ) 1, 566 526, 402 524, 020 41,630
New Jersey._ 573,674 586, 430 33,283 112,637 *132, 530 7,652 155, 690 *193, 800 , 350
Pensylvania 1,227,794 1,132,900 59, 982 236,993 8 13,093 304, 815 329, 25,160
North Central.____ .. ___ .. . ____ 5, 591, 611 *5, 336, 420 109, 407 1,171,102 *1,109 320 24,271 1, 539, 350 1, 576, 880 46, 400
3, 886, 891 3,744,430 97, 508 755, 985 783,240 21,683 1,023,717 1, 160, 900 42, 300
1,041, 997, 260 54, 000 204, 874 208,180 12, 005 273, 542 293, 650 22,850
493,379 *423, 700 26, 622 97, 545 *85, 360 5, 781 123, 484 120, 440 11,130
inoi 1, lli, 145 , 150, 380 59, 654 213,849 237, 650 13, 258 302,311 *389, 150 26,730
Michigan_ - 19, 4, , 950 44, 609 160,034 183, 150 10, 229 220, 485 251,710 9, 300
WiSCOnSim . e 420, 581 *352, 100 24,248 , 683 68, 900 5, 184 103, 895 105, 950 10, 420
West North Central ... ______ . __ 2,064,720  *1,591,930 49, 065 415,117 *326, 030 10, 817 515,633 415, 980 19, 700
*323, 630 22,316 75,923 *63, 4,787 98,936 , 340 9,130
*225, 200 14,851 3, 956 *43, 920 3,174 , 000 *53, 270 . 720
*564, 960 38,016 138,795 *120, 930 , 656 172, 955 7, 000 15, 620
*65, 590 4,956 18,332 *12,630 1,067 7, 354 *17, 820 2,030
*87, 850 7,421 23, 887 *18, 780 1,698 33,815 *21, 660 , 920
*146, 940 10, 171 37, 868 , 680 2,187 45, 952 *36, 100 3,980
*177, 760 13, 337 56, 356 *37,660 2,968 , 621 *42,750 5. 160
South. e 12,388,040  *10, 406, 370 179, 503 2,581,233 *2,202, 460 41,303 3,815,961 3,098,210 75, 600
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TABLE 5.—PERSONS, FAMILIES, AND CHILDREN 5 TO 17 YR OLD BELOW THE POVERTY LEVEL IN 1969 AND 1975, BY STATE: 1970 CENSUS AND SIE—Continued

Persons Families Children S to 17 yr
SIE SIE SIE
-, X Standard Standard Standard !
Divisions, regions, and Statss 1970 census Number error 1970 census Number error 1970 census Number error
South Atlantic. ... L. icinanan. 5,242,305  *4,604,55% 124,084 1, 083, 600 *985, 350 28, 484 1, 605, 208 1,397, 080 52,700
*47,270 3,716 11,274 10, 160 836 17,372 14, 300 1,600
*313, 430 24,187 , 601 66, 300 5,375 116, 951 104,150 10, 850
*86, 460 6, 790 20,787 18, 030 1,528 37,183 *22, 740 2,7

*513, 470 39,06 143, 005 *109, 530 8,830 214,357 155, 750 16, 740
*270, 240 17,821 81,697 *56, 740 4,080 106, 359 *76, 020 7,310
*787, 650 57,713 211,222 *182, 360 13,824 312,545 *221, 210 23,790
*477, 860 119, 308 *94, 7,142 206, *165, 700 14,230
800 59, 146 192, 465 138, 440 13,844 293,871 , 660 24,640
1,225,410 74,647 229,241 259,430 17,108 299, 575 283, 550 31, 600
8,178,571 *2,449,530 79,458 680, 025 *528, 760 18,724 987, 444 696, 460 32,800
718,313 740 975 158, 779 *135, 7! 9,39% 208, 462 *170, 230 16,130

836, 405 ‘595"659, 780 ﬁ: 845 x% 32 *145, 940 10, 561 245, 157 , 680 18,
857,248 586, 780 40,236 180, 666 *125, 140 9,337 272,146 *136, 210 15, 400
766, 605 *605, 230 31,139 154, 254 121, 980 7,393 261,679 *194, 340 13,350
3,967,164  *3,352,250 101, 116 817, 708 *688, 350 23,020 1,223,309 1,004, 670 42, 800
an 522, 963 *392, 340 24,693 114,945 *82, 470 5,75% 155, 135 *106, 060 9, 950
Louisiana.... ... it rcerncenaana. 932,671 *719,8% 42,373 187,958 *141,330 9,588 308, 850 *219, 900 18,140
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369, 850 26,354 102, 210 *83, 200 6, 202 122, * 10, 080
*1, 870, 070 83,724 412,588 381, 350 18,928 636,776 591, 720 36. 200
3,911,540 126, 720 773,875 818,030 28,327 1,098,029 1,126, 320 3,100
1,127,010 31,514 221,724 221,280 6,954 336,281 328,530 13, 300
85, 890 5,088 17, 821 17,230 1,124 24, 22,750 2,060

85, 330 4,154 19, 504 18, 230 935 23,716 , 530 1,680
*32,710 1,973 7,841 6,970 445 19, 054 *7.780 760
230, 180 18,271 49, 850 *41, 890 3,792 71,254 , 090 7,560
222, 560 11,926 44, 906 , 200 2,711 80, 559 77,940 S, 370
*314, 380 20, 521 50, 359 *64, 250 4,614 84,014 92,430 8 650
*103, 160 , 898 22,802 21,310 1,517 30,7% 25,2170 2,710
*52, 800 3,236 , 641 , 200 126 10,820 15,770 1,380
2,784,530 120, 926 552, 151 590, 750 27,161 761,748 797,790 50, 400
298, 520 19,997 65, 250 60,770 4,318 80, 172 81, 230 8,190
4203, 990 12, 765 , 456 41,190 2,787 53,953 *42, 760 4,640
2,192,170 120, 551 421,200 471,590 27,325 595, 765 050 50, 910
*22,950 2,309 , 199 4,270 482 12,393 *5, 150 950
66, 900 4,995 13, 46 12,930 1,064 19, 465 19, 540 2,120

1 Revised April 13, 1977,

* An asterisk (°) preceding the SIE data indicates statistically significant change at the 95-percent

confidence level from 19 the 70 census data.

Source; 1970 Census and Survey of Income and Education.
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ENCLOSURE B

IMPACT OF UPDATED ESTIMATES OF CHILDREN IN POVERTY ON THE ALLOCATION OF
TITLE I FUNDS

1. ESEA title I allocation formula

The Elementary and Secondary Education Act as amended in 1974 provides
for the allocation of funds to counties according to a formula that defines the
children to be counted (the eligible population) and the payment rate. Three
groups of children are counted in the eligible population: (a) children 6-17 in
poor families defined by the 1970 census; (b) two-thirds of the children in fami-
lies currently receiving AFDC payments in excess of the poverty line;* aLd (c)
children currently institutionalized because nf delinguency or neglect and chil-
dren in foster homes supported with public funds. The payment rate is set at
40 percent of the current expenditures per pupil in each State with a minimum
set at about one-third of the national average and a maximum set at about one-
half of the national average. The eligible population multiplied by the payment
rate determines the Title I authorization for each county. If the sum of such
authorizations for the country as a whole exceeds the amount appropriated for
this purpose by the Congress, the authorizations are ratably reduced subject to
the further qualification that each county is guaranteed a payment of at least
85 percent of the amount received during the preceding year. This provision is
referred to as the “floor” or the “hold harmless” provision.

Children in poverty families are the major component of the eligible popula-
tion. As noted above, the 1970 census estimates of these children are currently
being used in the allocation of Title I funds. PL 93-380 mandates an examina-
tion of the impact of updating the numbers of poor children on the title I allo-
cations.

How would the distribution of title I funds change if the present allocation
formula were used, but the current estimates of children in poverty were sub-
stituted for the figures from the 1970 census? The following analysis is an at-
tempt to answer this question. :

2. Net impact of updated count of poor children on titlc I allocations for fiscal
year 1977 based on SIE estimates

Table 1 shows the fiscal year 1977 payment rate and the eligible population
using census and SIE estimates of children 5-17 in poverty families. Also shown
are current numbers for other eligible children; i.e., those fn AFDC families re-
ceiving AFDC payments In excess of $5,000 and those in eligible institutions or
foster homes. These estimates were then used to determine an illustrative alloca-
tion of title I funds for fiscal year 1977.

Table 2 shows how the allocation of title I funds in fiscal year 1977 would
change if the 1970 census count of poor children were replaced with an updated
count for 1975 based on the SIE, but all other aspects of the allocation pro-
cedure remained unchanged. Actual figures based on the current allocation pro-
cedure are shown in Column 1. The amount each State would receive if the
poverty estimates were updated is shown in Column 2. It should be noted that
the hold harmless provisions were not applied when computing the illustrative
updated allocations. The difference expressed both in absolute and relative terms
is shown in Columns 3 and 4.

Because of changes in the geographic redistribution of poor children as meas-

- ———sured by the SIE, the use of an updated count would have a considerable impact
on the allocation of title I funds. Generally speaking, the amounts going to the
large industrial States in the North and West would be increased considerably
whereas most of the southern States would receive reductions. The nine States

L As actually administered, two-thirds of the children in familles currently recelvin
AFDC payments In excess of $5,000 was used for the F.Y. 1077 allocation. ’ o
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in the Northeast region now receives $380 million in title I funds. The allot-
ment of these States would increase to $417 million if the allocations were based
on the SIE estimates. All but one of the States in this region would receive in-
creased allotments. The sole exception is Rhode Istand which would lose about
$1 million or 12 percent of the current allotment. The major gainer in this region
would be New Jersey, which would have its allotment increased by $14 million,
an increase of 32 percent. The largest percentage gainer, however, would be
Vermont with an increased allotment of $2 million equaling a 48-percent increase
in their allotment.

The 12 States in the North Centrol region currently receive about $363 million
entitlement allotments. The use of the SIE estimates would increase their allot-.
ments to about $400 million, an overall increase of about 10 percent. There is a
mix of losers and gainers within this region, with all of the States in the East-
North Central division gaining money and those in the West-North Central
losing money. The major gainers are the States of Illinois and Michigan, Their
allotments increase by $27 million and $14 million, respectively. The losses in
title I allocations fn the West-North Central division tend to be in the range of-
§1 million to $3 million; however, the percentage reduction for North Dakota
and Kansas is about 34 percent of thelir current allotment.

The Western region's share of Title I funds would increase by about $17-
million, 7 percent, if the census estimates were replaced by the survey estimates.
Within this region seven States would lose some funds and only five would gain,
with Hawail getting essentially the same amount. In terms of absolute amounts,
California would gain the most with its allotment being increased by $17 million
or about 12 percent. The largest percentage gainer, however, is Nevada, which
would have its allotment increased by about §4 percent. Among those States
within this region which would lose title I funds, Alaska and Oregon would have
their allotment reduced by about 23 percent and 17 percent, respectively.

The gains for the above regions are correspondingly offset by losses of Title I
allotments through the South. The use of the survey estimates would result in
a net reduction of title I funds going to southern States of about $89 million or
13 percent of their current allotment. Of the 17 States in the South region, 16
would lose Title I funds—the exception being Florida, which would have an in-.
crease of $19 million. The States within this region which would have the largest
reductions in absolute terms are Alabama—=$22 million, Louisiana—$14 million,
and North Carolina—$11 million. The major percentage reductions are Ala-
bama—48 percent, the District of Columbia—31 percent, and the States of West
Virginia, Arkansas, and Louisiana, which would lose between 25 and 30 percent,



122

ENCLOSURE B

TABLE 1,—ELIGIBLE POFULATION BASED ON 1970 CENSUS AND 1975 SIE ESTIMATES, AND FISCAL YEAR 1977
PAYMENT RATE PER PUPIL, BY STATES

Eligible popufation (children 5 to 17 yr)

) In AFDC L Paym ent

Tolal In poor families families Ininstitu- rate (based

with pay- tions or on fiscal

. Basedon  Based on ments over foster  year 1977
Divisions, regions, consus _ SIE 1970 197§ $5,000in  homesin expenditures
and States estimates  estimates census SIE 1976 1976 per pupil)

United States. .. .. 8,793,490 7,993,430 7,932,000 7,132,000 5§89, 472 272,018 ............

NORTHEAST
New Ensland:
Maine. . ........... 39,292 42,292 36, 000 39, 000 1,351 1,941 $420
New Hampshire._._. 17,863 21,863 16, 000 20, 000 731 1,132 442
Vermont._.__._.._. 16,235 22,235 14, 000 20, 000 1,445 790 509
Massachusetts 149, 118 150, 118 122, 000 123,000 21,255 . 5,863 568
Rhode [sfand 32,204 26, 204 28, 000 22,000 2,935 1,269 . 593
. Connecticut €4,977 7,9 §2, 000 59, 000 9,747 3,230 603
Middle Atiantic:
New York.. 175, 866 737,866 562, 000 524, 060 172,333 41,533 621
New Jersey. .- 192,054 235,054 151, 000 194, 000 32,3719 8,675 621
Pennsylvania.__._._ 377,483 389, 483 317,000 329, 000 45,554 14,929 580
NORTH CENTRAL
302, 257 311,257 285, 000 254, 000 5,213 12,044 447
127,821 128, 821 119, 000 120, 600 2,351 6,470 436
386,124 463, 124 307,000 389, 000 68, 300 10, 224 595
Michiga 313,757 345,757 220, 000 252, 000 80, 689 13,068 587
Wisconsin 130, 964 128,964 108, 000 106, 000 15, 903 7,061 545
West North Central
. Minnesota__.._..._. 110, 820 100, 820 97, 000 87, 000 8,948 4,872 594
towa_....... 82,493 1,493 74,000 §3, 000 5,759 2,134 481
Missouri____. 182, 803 162, 803 177, 000 157, 000 498 5, 305 437
North Dakota. . 31, 205 8 , 000 18, 000 633 414
South Dakota. 33,751 23,751 32,000 22, 000 491 1, 260 414
Nebraska......... 53,920 37,920 52, 000 36, 000 543 1,377 483
Kansas_____._._.. 77,538 47,538 73,000 43, 000 2,261 2,217 487
SOUTH
South Atlantic:
Delaware_.......... 20, 483 15,483 91 5843
Maryland.,........ 0, 588 111, 588 6, 861 603
District of Columbia. 43,913 27,913 899 621
Viginia.... ........ 226,576 165, 576 9,255 455
West Virginia_ . 115, 430 78,430 , 425 414
North Carolina 14, 602 227,602 6, 592 414
South Caroling 219,146 168, 146 2,146 414
eorgis. ... 314,849 298, 849 3,849 414
Floriéa... , 625 390, 525 7,518 485
East South Central:
Kentucky........_. 215,056 175,056 4, 414
Tennessee. . .- 255, 955 199, 855 3,955 414
Alabama.__ .. 288,3U 139,334 3,34 414
Mississippi_._...... 264,011 156,011 2,011 414
West South Central:
Arkansas. 107,521 1,521 414
Louisiana 224, 490 4,417 417
Oklahoma 89,323 1,911 414
Texas.... 600, 8,585 )
WEST
23,967 26, 000 23,000 967 515
24,317 24,000 23,000 716 414
8,384 9, 000 8, 000 384 539
69,313 79, 000 64, 000 3,492 495
9,190 88, 000 78, 000 1,190 a7
94,371 85, 000 92, 000 2,31 463
28,454 32,000 25, 000 1,333 a4
6, 669 11, 000 16, 000 621 460
97, 340 18, 000 81, 000 5,215 530
, 607 59, 000 43,000 3,806 572
%, 1M 618, 000 647, 000 32,966 508
7,528 9, 000 6, 000 651 621
26, 580 22,000 20, 000 43 528
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TABLE 2.—ILLUSTRATIVE NET IMPACT ON ALLOCATION OF TITLE | FUNDS OF UPDATED ESTIMATES OF POOR
CHILDREN IN 1975 FROM SIE, BY DIVISIONS, REGIONS, AND STATES, FISCAL YEAR 19771

{Doliar amounts in miliions|

{lustrative

allocation

based on

updated

eslimates

Actual, fiscal of poor Difference

- - year 1977 children
Divisions, regions, and States aliocation in 1975 Amount Percent
United States (total) .. ..o ovueeemaieraianns $1,653 $1,653 e —————ne
Northeast. ... iiiiciaccciccrcscccaanaas 380 87 37 410
66 5 9 +14
6 7 1 +16
3 4 1 32
3 5 2 48
2 35 3 +9
7 6 -1 ~12
15 18 3 +20
314 342 28 +9
NeW YOIK. o oeeneraeeercscnanncacacannnnnns 184 189 5 +3
New Jersey. .. ..o..cieicmcnannae 46 60 14 +32
Pennsylvania. ..o acccaraanee 84 93 9 11
363 400 37 +10
258 309 51 +20
52 58 6 +11
21 23 2 +9
. 88 115 27 31
Michigan .. 70 84 14 19
Wisconsin_....... 27 29 2 +6
105 91 ~14 -13
25 25 eieanas -2
15 12 -3 -20

3! 29 =2 -

5 3 -2 -3
5 4 ~1 -24
19 -2 —24
14 10 ~4 -34
660 571 -89 -13
295 214 -21 -7
5 4 ~1 ~18
28 2. S
10 7 -3 -31
39 i -8 -~21
18 12 - -2
0 39 -11 —-22
3 29 ] -17
Georgia.... 50 L3 -6 ~11
Florida.. 81 ] 19 +31
East South Ceatral........... Ceerecemsscacaranas 163 122 -4l ~25
Kentucky...ooeeennnnen. ceemeee [P 34 30 -4 -12
Tennessee. 41 U -7 ~16
Alabama. .. u -~22 ~48
Mississippi-.... 2 u -8 -20
West South Central........ 202 175 ~27 -13
Arkansas__.._......... 26 18 -8 —28
Louisiana.. 53 39 ~14 =27
Oklahoma.. 19 15 -4 -21
Texss........... eecenacacecaaaa. aeroconas 104 103 -1 -2

23-935—78——9
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TABLE 2—ILLUSTRATIVE NET tMPACT ON ALLOCATION OF TITLE | FUNDS OF UPDATED ESTEIMATES OF POOR
CHILDREN IN 1975 FROM SIE, BY DIVISIONS, REGIONS, AND STATES, FISCAL YEAR 1977 :—Continued

[Dotlar amounts in millions}

Hustrative
allocation

based on R
updated
estimates
Actual, fiscal of poor Difterence

year 1977 children

Divisions, regions, and States allocation in 1975 Amount Pescent

8 265 17 +7

64 [ 1 +2

5 - 2O,

4 L N

2 2 e zecema———————

16 4 -2 -11

14 oo —4

15 18 3 +17

6 -~ § -1 -13

2 3 1 +54

184 200 16 +9

19 21 2 11

15 13 -2 tﬂ

11 158 17 412

2 -1 ~23

6 [ R

! The amounts shown in col. 1 are the title | grants actually raceived by the counties in sach State, excluding grants for
sdministering the program which are aliocated under 8 different formula. These amounts therefare reflect the impact of
the ‘‘hold harmless’” provision. A special tabulation which was made showing the title | grants usummi that the *‘hold
harmless'’ provision was inoperative, produced estimates which ars identical to those shown here. it should be noted that
the “*hoid harmless’” provisions were not applied when computing the illustrative allocation using the SIE estimates and
thus are not reflected in the estimates of differances.

Note: Percent change based on more detailed data. . -,

Source: Specisl tabuiations prepared by National Center for Education Statistics.

ALTERNATIVE PovERTY COUNTS

The previous sections discuss poverty counts for school-age children. For
comparative purposes and to present a fuller picture of the distribution of the
poor among the States, poverty counts for other age groups and for some other
demographic characteristics are also provided; and similar statistical informa-
tion is presented with respect to poverty measures other than the official Fed-
eral poverty measure.

The current measure of poverty used in the allocation formula was originally
developed by Mollie Orshansky of the Social Security Administration in 1964
and was, with revisions, officially adopted in 1969 by the Office of Management
and Budget as the Federal Government’s official statistical measure of poverty.
The measure is built around the Department of Agriculture’s economy food plan
of 1961 and the national average ratio of family food expenditures to total
family after-tax income as measured in the 1956 Household Food Consumption
Survey. It consists of 124 separate poverty lines differentiating families by size,
number of children, age and sex of head, and form or nonfarm residence (see
table 2). The poverty lines are updated aunually by changes in the Consumer
Price Index.

The Orshansky poverty matrix is not the only poverty measure used by the
Federal Government. Other measures which are used in legislative acts or in
administrative guidelines issued by departments and agencies of the executive
branch include : Higher multiples of the official poverty lines ; i.e,, poverty lines set
at 125 percent, 150 percent, 105 percent, or other percentages of the official
poverty lines; relative measures based on a percentage (50 percent and 80 per-
cent are commonly used) of medlan family income; simplifications of the offi-
clal poverty matrix constructed by eliminating distinctions for sex of head, farm
residence, and presence of children; and simple single dollar income cutoffs un-
differentiated for family size. —_

The poverty measure is the subject of section 8§23 of the Education Amend-
ments of 1974. That section required a report to Congress on ways to make the
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official measure more accurate and current. A report, entitled “The Measure of
Poverty,” was sent to Congress in April 1976. That report examines alterna- .
tive poverty measures such as those identified in the previous paragraph in ad-
dition to the Federal Government's official statistical poverty measure using
1970 census data by State and national estimates for 1974 from the CPS. The
purpose of this enclosure is to update selected tables from the earlier report
using 1975 SIBE estimates by State.

1t should be emphasized that the data presented in the State-by-State tables
are estimates subject to sampling errors which may be relatively large for small
categories in a State. Relative sampling errors of the estimated total number and
percent of children in poverty by State are shown in table 1 of enclosure A. It
should be noted that in addition to sampling variability, various collection and
processing factors, as discussed in enclosure A, can affect income data collected
in sample surveys. These effects are not included in the measure of sampling
variability.

It is not possible to display poverty counts for every possible poverty measure,
Consequently, some have been chosen for display here because they are com-
monly used for administrative purposes in various Federal programs for the
poor or because they approximate the more commonly proposed alternative pov-
erty measures. A brief description of the poverty measures considered here fol-
lows. For further information, table 1 shows the dollar levels for these measures.
Pertinent to Title I interests, table 8 provides a summary display of each State's
share of the total number of poor school-age children under the measures iden-
tified in table 1. In addition, a table for the United States as a whole and for
each State and the District of Columbia is attached containing demographic
details; e.g., age, sex, family status, for the State poverty populations occurring
under these definitions. For the United States as a whole a breakdown by race
is also included.

The number and percent of the population below 125 percent of the current
levely are provided for several reasons: For one, may programs are targeted on
both the “poor” and the “near poor,” who are commonly defined as those below
the 125 percent level ; for another, many proposals to change the current poverty
measure have the effect of raising the levels, whatever the particular rationale
behind the proposal. For both these reasons the size and demographic character-
istics of the population who would be counted as poor below 125 percent of the
current poverty levels are likely to be of interest.

Similarly, the number and percent of the population with incomes below 50
percent of a 4-person median family income are included because an increasing
number of Federal programs are using retative poverty measures as income cri-
teria in their administrative and legislative guidelines. The assumption under-
lying a relative measure of poverty is that a person’s or family’s income level
should be looked at in comparison to other income levels of the population as a
whole. Such & measure can be purely relative, as is the case when the lowest
designated percent of the income distribution s the standard, or quasi-relative
where poverty is defilned as having income less than a set fraction of median
family income. The exact value of the fraction 1s arbitrary, but 50 percent of
median family income is frequently used.

When using fraction-of-the-median definitions, it is necessary to determine
from which median family income a given percentage is to be taken. For exam-
ple, since the median family income in 1975 for a family of four from the Current
Population Survey was $15,848 and for all familles was $13,719, a definition
based on the median family income for a family of four would yield a different
threshold than would one based on the median family income for all famliies. For
the relative measure displayed here, the basic family is a four-person nonfarm
family with a male head and two related children. The poverty threshold for the
basic family is calculated to be 50 precent of the estimated median income for all
such families in the population. An adjustment is made to vary this threshold
to account for different family types and sizes by using an “equivalency” scale
constructed from relationships among the 124 official poverty thresholds.

However, aside from considering the statistical impact of increasing the level
of the current measure, or of adopting a relative measure based on median
income, it is also possible to consider revisions to the basic structure of the
officlal measure, Counts are provided here to demonstrate the effect of making a
number of changes by substituting more current data for the older counterparts
and by simplifying the overall structure of the poverty matrix. Then, for pur-
poses of comparison, counts are also shown for the population which would fall



126

below 125 percent of these revised poverty levels, and for those below 50 percent
of the four-person median family income when the equivalence scale applied
is based on the one to be used in the revised measure. These revised poverty lines
are shown in table 1. -

The main substantive and procedural changes in constructing the revised pov-
erty lines that have been introduced in this revision are as follows : Cost of food
has been derived from the Department of Agriculture’s December 1978 Thrifty
Food Plan; a higher multiplier for nonfood needs relative to food has been devel-
oped from analysis of the 1965 Household Food Consumption Survey; a more
precise estimate of family food requirements has been made, based on actual age
and sex distribution of members rather than by using a hypothetical model ; the
equivalence scale has been altered so that for families size two through seven,
the economy of scale factors recommended in the Food Plans are used, but for
families size eight or more larger scale reductions were developed to represent
presumed additional economies in nonfood items. For one- and two-person fami-
lies the revised measure continues two practices followed initially in construct-
ing the current poverty measure to allow for presumed diseconomies of scale for
housing and other nonfood items particularly affecting small units: (1) A higher
multiplier for nonfood relative to food needs used for one- and two-person house-
holds than for households of three or more persons; (2) the scale factor for a
one-person household relative to a couple set considerably higher than that
implied by USDA equivalence scales. The range of family sizes for which
separate poverty lines are calculated has been expanded from one- through
seven-or-more to one- through eleven-or-more, but differential poverty lines for
sex of head, number of children, and farm/nonfarm residence within each family
size have been eliminated. _

The revised poverty measure outlined hare is one of several possible revisions
detailed in “The Measure of Poverty” and in the forthcoming Technical Paper XT,
“Update of the Orshansky Index.” The report, “The Measure of Poverty,” and
the assoclated technical papers contain much background material on the more
technically complex issues touched on here; e.g., equivalence scales. These papers
cover such topics as relative income, consumer expenditure patterns, food plans,
cost-of-living differences, price indexes, administrative uses of poverty terminol-
ogy, concepts of poverty, sources of data relevant to poverty measurement, and
administrative impaect of alternative poverty measures.

TABLE 1.—1976 CUTQOFF LEVELS FOR TABLES SHOWING ALTERNATIVE MEASURES OF POVERTY

Current poverty fevel Alternate poverty level
Below 50 pct
Below Below 125 pct  of 4-person Below 125 pct
. current of current median of slternate  Below 50 pct of
Uni. roverty rovmy family Below aiternste verty 4-person median
verse evel ovel income 1 poverty level? evel family Income 3
(¢}] ) @ - (O] (&} <6)
e n-- FUll pov 125 pct of See footnote 1 person: 125 pet of 1 person:
matrlxmy oo?c (1). 1. Under 65.._ §3,848 co?.c(l) mcr 65... $4,613
gsoo table 65 and over. 3,610 65 andover. 4,328
). 2 persons: 2 persons:
Head under
65__.... 4,810
Head 65 and
over..... 4,512
3 persons..... 'y
4 persons...... 6, 610
5persons..... ,923
-- 6 persons. ... ,

10 persons._.. 13,690
11 or more... 15,194

1 Poverty line for 4-person family taken as half the median for a 4-person husband-wife family with 2 chiléren, esti-
mated at $15,373 for 13;5, Other sizes computed using implicit equivalence scale based on full c{monl poverty matrix,
1 Developed by Moltie Orshansky of SSA.
8 Poverty line for 4-person family taken as half the median for a &-person family equal to $15,848 for 1975, Criteria
for other family sizes computed using implicit equivalence scale based on alternate poverty thresholds.
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TABLE 2.—~POYERTY CUTOFFS IN 1975 BY SEX OF HEAD, SIZE OF FAMILY, AND NUMBER OF RELATED
CHILDREN UNDER 18 YR, OLD, BY FARM-NONFARM RESIDENCE

Number of refated children Under 18 Yr. old
Size of family unit None 1 2 3 4 5 6

NONFARM
Male head

1 person Cunrefated individual):
Under 65 yr...
65 yr and over.
2 persons:

R
3

H,OGS -

S
3persons.. ... 4,224 4 361 $4,610 . .. .._......
A persons. . ..o 5, 569 5 651 5,45 $5, 7‘3 -

. 6,802 6,584
G persons. . .o .oeioe.. 7,709 7 134 7 871 7
7 Of TOTE PEISONS.. .o ecmee e eceaaceanmnen 9,708 9 792 9 598 9,435

d:

1 person (unrelated individual):

Under 65 ¥r oo

65 yr and OVer oo
2 persons:

Head under 65 yr_ .. .o ooneaaeans

Head 65 yr andover......_.. -
3persons. .. .oeoan...
4 persons. .
5 persons. .
6 persons.. ...
7 or more pefsons

FARM
Male head: .
1 person (unrelated individual):
Under 65 yro oo anaane 2,880 et ———————

2 persons:

5,872 ___
6,109 6202 . ___.
8,324 8161 8020 7,835 7,55 7,488

1 person (unrelated individual):
Under 65 yr_ e
65 yrand over. . ool

2 persons:

Head under 65 yr. ..

Head 65 yr and over.
Jpersons ...
4 PRISONS . o e ae i caeemeeaecc e mam e
§ persons.. . PR,
6 PRISONS . o e ceiaeciceciocananan
70T MOre PersoNS. .o acacceeaaaa

Source: U.S. Bureau of the Census, Current Population Survey,



128

TABLE 3.—STATE SHARES OF TOTAL U.S, POOR CrILDREN AGED 5 TO 17 YR, 1975

Current poverty level Alternate poverty levet
Betow Below
below 50 percent Below — 50 percent
Below 125 percent  of 4-person Befow 125 peccant of 4-person
current of current median alternate  of alternate median
poverty poverty famuly povert‘ povel family
State level fevel income leve lov incoms
1.91 2.23 2.2% .24 2.32 2.29
.09 .10 .10 11 .11 Bl
1.30 1.26 1.20 1.25 1.25 1.25
1.49 1.54 1.53 1,54 1.50 1.51
9.09 .13 914 9.04 8.91 8.90
.90 .78 .80 1 .83 .82
.83 .87 .94 .86 .98 .94
.20 2 .21 .20 W22 .21
.32 .32 .35 .34 .37 36
5.36 4.87 4.70 4.58 4.66 4,61
3.57 3.3 3.47 3.4 3.36 3.42
.27 .28 .29 .30 .29 .30
.32 .33 .36 .38 .38 .38
5.46 4.85 4,68 5.00 4,56 472
1.69 1.69 1.82 L 1.87 1.8
W75 .82 .82 .84 .9% .98
.60 .64 .70 .64 .76 \72
2.39 2.44 2,48 2.47 2.39 2.4
3.08 kR Y 2,95 311 an 7
.54 .61 .61 .58 .61 .59
1.46 1.42 1.51 1.41 1.5 1.50
173 2.02 211 1.94 2.11 2.07
3.53 3.60 3.7 3.7 3.1 3.80
1.22 1.41 1.4 1L4 1.58 1.59
2.73 2.43 2.37 2.49 2.21 2,28
2.20 1.97 1.87 1.98 191 1.89
.32 .32 .31 .36 3 .34
.51 .56 .59 .57 .65 .62
.22 .23 .23 .23 .23 .23
New Hampshire. .28 .28 .30 .28 .30 .29
New Jersey__... 2.72 2.59 2,63 2.60 21 2.65
New Mexico.. 1.09 .98 .93 .97 .93 .93
7.35 8.10 1.97 8.12 1.60 1.69
3.10 17 312 3.07 3.04 3.05
.25 .24 .24 .26 .26 .26
4.12 4.07 4,01 3.94 4,08 4.04
1.22 1.33 1.32 1.37 1,26 1.28
. .60 .64 .67 .64 1 .7
Pennsylvania. 4.61 5.08 5.17 5.10 5.2 5.19
hode Isfand. .30 .28 . .27 .3 .31
South Carolina 2.32 2.17 2.02 2.17 2.04 2.06
South Dakota. .. .30 .30 . .34 .36 .35
Tennessee. 2.74 2.87 2.712 2.715 2.55 2.65
8.30 7.93 7.9 8.12 8.12 8.15
.35 .39 .43 .41 49 48
.28 .28 .29 .29 .2 .28
2.18 2.16 2.13 2.0% 2. 2.17
114 1.06 1.10 1.06 1,12 1.10
1.07 112 1.05 1.08 1.04 1.04
n . 149 1.48 1.60 1.48 1.70 1.7
Wyoming.......ceueeuen A .1 A2 .2 .13 .13

Source: Survey of Income and Education,



HEW TABLE 1.—PERSONS BELOW SPECIFIED POVERTY LEVELS IN 1975 BY FAMILY STATUS (PERSONS AS OF SPRING 1976)

[Numbers in thousands}

Current poverty level Afternate poverty Jevel
Below 50 percent of Below 125 percentof  Below 50 percent of
Befow current Below 125 percent of 4-person median Below alternate alternate 4-person median
poverty level current poverty level family income poverty level poverty level family income

Total Number Percent Number Percont Number Percent Number Percent Number Percent MNumber  Percent

ALL PERSONS

Net OBRNWRWNNRMO | 00

Yool 211,308 23,991 1.4 34,817 16.5 41,846 19.8 37,032 17.§ 51,098 4.2 48,202 2.
65 yr. and over_..... . 21,721 3,049 14.0 5,124 23.6 6, 394 29.4 6, 225 28.7 8,515 39.2 8, 026 37
Infamitles_.._____________ 190,676 19,099 10.0 27,958 14.7 33,905 1.8 29,210 15.3 41,511 21.8 38257 20.
Head ... _______ 56, 080 5, 051 9.0 7,39 13.2 12 16.1 140 1,270 20.1 10,552 18.
Related children under 18_ 64,610 9, 867 15.3 13,792 21.3 16,373 25.3 14,126 2.9 19,213 29.7 18,228 28,
than3yr.______ 9, 028 1,648 18.3 224 24.6 3 28.9 , 241 24.8 2,974 32.9 2,819 31
Jt5yr..... 9, 912 1,693 17.1 2,278 23.0 2,719 27.4 2,318 23.4 3,152 31.8 2,999 30.
Gto1 {r.._ , 260 4,533 15.5 6,363 21.7 2,517 25.7 6, 545 2.4 8,873 30.3 8,418 28,
14and 15 yr__ 8,370 1,093 13.1 1, 588 19.0 1,916 22.9 1,651 19.7 , 293 27.4 2,171 25.
16 and 17 ;r 8, 040 900 1.2 1,339 16.7 1,613 20.1 1,370 « 17.0 1,921 23.9 , 821 22,
. Sl 49, 211 7,132 145 10,105 20.5 12,009 24.4 10,39 2.1 14,197 289 13,472 27.
Unrelated individuals 20, 632 4,891 23.7 6, 859 33.2 7,941 38.5 7,821 37.9 9, 587 46.5 , 245 44,
Male 8,636 1,598 18.6 2,205 25.5 2,567 29.7 2,412 27.9 3,078 35.6 2,945 3.
Female. - 11,99 3,293 1.8 4,654 38.8 5,374 44.8 5, 409 45.1 , 509 54.3 6, 300 52
PERSONS IN FAMILIES WITH MALE HEAD
Total oo 167,142 10,82 6.5 17,567 10.5 22,237 13.3 18,501 1.1 28,557 17.1 26,460 15.8
G5yrsandover.______. ._________ 13,193 885 6.7 1,695 12.9 2,276 17.3 2,136 16.2 3,613 26.6 3,205 24.3
e , 586 2,725 5.6 4,452 9.2 5,690 11.7 4,784 9.8 , 496 15.4 3,903 14,2
Related children under 18_ 54,175 4,751 8.8 7,609 14.0 , 562 17.7 7,865 4.5 11,97 2.0 1,134 20.6
Lessthan3yrs .. __ 7,810 794 10.2 1,270 16.3 1,608 20.6 1,278 16.4 , 935 24 1,79 23.0
3o 8 311 768 9.2 1,204 14.5 1,562 18.8 1,235 14.9 1.935 23.3 1,808 21.8
24,417 2,18 8.9 3,494 14.3 4,340 17.8 3,635 14.9 5,474 22.4 5,110 20.9
6,9 557 8.0 892 12.8 1,125 16.2 943 13.5 1,417 20.4 1,334 19.2
- 6,677 443 6.7 750 112 928 13.9 775 11.6 1,156 17.3 1,086 16.3
..................... 41,008 3,459 3.4 5, 556 135 6,930 16.9 5,778 141 8,713 21.2 8,157 1.9

651



U.S. BUREAU OF THE CENSUS: SURVEY OF INCOME AND EDUCATION~Continued
HEW TABLE 1.—PERSONS BELOW SPECIFIED POVERTY LEVELS IN 1975 BY FAMILY STATUS—STANDARD ERRORS (PERSONS AS OF SPRING 1976)—Continued
{Numbers and standard errors in thousandsj

Current poverty fevel Alternate poverty level
Below 125 percent  Below 50 percent of Below 125 percent  Below 50 percent of
Below gurrent of current poverty 4-person median Below alternate of alternate 4-person median
poverty level tevel family income poverty level poverty level family income
Standard Standard Standard Standard Standard Standard Standard
Total error  Number error  Number error  Number error  Number error  Number error  Number errot
PERSONS IN FAMILIES WITH FEMALE HEAD
1 T 23,534 8,275 35.2 10,401 4.2 11,668 49.6 10,710 45.5 12,954 §5.0 12,497 53.1
65 yrs and over 189 10.4 343 19.0 430 23.8 420 23.3 589 326 ¢+ 558 30.9
Head. ... . . ___.__ , 494 2,326 3.0 2,942 39.3 3,322 4.3 3,056 40.8 3,774 50. 4 3,622 48.3
Related children under 18___ 5116 49.0 6,184 59.3 6,811 65.3 6, 261 60.0 7,2% 69.9 , 094 680
Less than 3 yrs - 1 854 70.2 955 78.4 X 82.1 963 79.1 1,039 85.3 1,023 84.0
3toS5yrs. .. 1,601 925 57.7 1,074 67.1 1,158 72.3 1,083 67.6 1,217 76.0 1,191 74.4
6to13yrs 2,351 48.5 2, 869 59.2 3,177 65.6 2,911 60.1 3,399 70.2 , 308 68.3
14 and {5 s 1,409 536 380 696 49.4 791 56.2 709 50.3 876 62.2 837 59.4
16 and 17 451 33.1 589 43,2 685 50.3 595 43,6 764 56.1 734 53.9
S5to 17 yrs 3,673 44.8 4,549 55.5 5,079 61.9 4,611 56.2 5,484 66.9 5,314 64.8

Note on reliability of the data.—These figures are estimates derived from a sample survey of households and, therefore, are subject to sampling variability. Moreover, as in all field surveys of income, the
figures are subject to errors of response and nonreporting,
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U.S. BUREAU OF THE CENSUS: SURVEY OF INCOME AND EDUCATION
HEW TABLE ).—PERSONS BELOW SPECIFIED POVERTY LEVELS IN 1975 BY FAMILY STATUS—STANDARD ERRORS (PERSONS AS OF SPRING 1976)
{Numbers and standard errors in thousands]

Current poverty level Alternate poverty level
Below 125 percent  Below 50 percent of Below 125 percent  Below 50 percent of
Below current of currenvt.roveny 4-person median Below alternate of alternate 4-person median
poverty level le family income poverty level poverty level family income
Standard Standard Standard Standard Standard Standard Standard
otal error  Number error  Number error  Number error Number  error Number error  Number error
ALL PERSONS
Total. oL 211,308 _.._...._. 23,991 214 34,817 321 41,846 345 37,032 329 51,098 N 48,202 364
. 65yrand over. - 2,721 0 3,049 59 5, 124 72 6, 394 i 6, 225 77 8, 83 82
in families. 190, 676 299 19,099 240 27,958 293 33,905 318 29,210 299 41,511 344 38,957 338
Head_.... . ____ . - , 080 184 5, 051 68 , 74 9,012 82 7,840 77 14,270 91 , 63
Related children under 18_ - 64,610 171 9, 867 163 13,792 188 16,373 201 14,126 180 19,213 213 18,228 209
Lessthan3yr_..____ - 9,028 133 1,648 71 , 224 82 , 607 , 82 2,974 94 2,819 92
3to S 3yr ...... - 9,912 138 1,693 71 2,218 2,719 2,318 83 , 152 97 2, 94
6tol {r ——— . 29,260 203 4,533 115 , 363 134 7,517 145 6, 545 136 8,873 156 8,418 152
14 3and 15yr__ - 8,370 129 1,093 588 69 1,916 76 1,651 71 2,293 83 2,1

16and 17 yr__ - 8, 040 126 S00 52 1,339 64 1,613 70 1,370 64 1,921 76 1,82 74
 Stol7yr.. - 49,211 41 7,132 116 , 1 133 2, 009 14 , 390 135 14,197 150 13,472 147
Un:elated indivicuals____ 20,632 153 4,891 77 91 7,941 7 , 821 97 , 107 9,2 105

Male.._. ... - 8,636 101 1,593 44 2,205 52 2, 56 2,412 54 3,070 1 2,945
Female _ . . 11, 9% 119 3,293 83 4,654 75 5,374 81 5, 409 81 3 88 6, 300 87
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U.S. BUREAU OF THE CENSUS: SURVEY OF INCOME AND EDUCATION
HEW TABLE 1.—PERSONS BELOW SPECIFIED POVERTY LEVELS IN 1975 BY FAMILY STATUS—STANDARD ERRORS (PERSONS AS OF SPRING 1976)
[Numbers and standard errors in thousands]

Current poverty level Alternate poverty lavel
Below 125 percent Below 50 percent of Below 125 percent  Below 50 percent of
Below current of current poverty  4-person median Below alternate of alternate 4 median
poverty level level family income poverty level poverty level amily income
Standard Standard Standard Standard Standard Standard Standard
Total: error  Number error  Number error  Number error  Number error  Number error  Number orror
PERSONS IN FAMILIES WITH
MALE HEAD
Total. ... .- 167,142 3716 10,824 190 17,557 238 22,237 265 18,501 244 28,557 296 26,460 288
65 yr and o - 13,193 83 885 33 1,695 45 2,276 52 2,136 50 3,513 62 3,205 60
Hea .. 48586 174 2,725 46 4,452 58 5,690 65 4,784 60 7,4% 75 6,93 72
Rebtod children under 18. - - 54,175 200 4,751 117 7,609 146 6, 562 161 7, 865 148 11,917 177 1,1 172
ssthan 3yr ... - 7,810 125 794 49 l, 270 62 1,608 70 1,278 62 1,935 76 1,79% 74
3 to 5 3yr ..... .- 831 128 768 48 1,204 60 1,962 69 1,235 61 1,935 76 1,808 74
6toldyr _ . .47 194 2,182 81 3,494 101 4,340 112 3,635 103 5,474 125 5,110 m
14 and 15 yr_ . 6,91 118 557 41 832 52 1,125 58 943 54 1,417 65 1,34
16 and 17 - 6,677 116 449 37 750 43 53 775 49 1,156 59 1,086 57
Stol?yr . 41,008 127 3,459 84 6, 556 104 6,930 115 5779 106 8,713 126 8,157 13
PERSONS IN FAMILIES WITH
FEMALE HEAD
otal o 372 8,275 167 10,401 187 11,668 197 10,710 189 12,954 207 12,497 204
65 yr and over 47 189 16 343 21 430 24 420 23 589 28 558 27
Head_.___ [, 78 2,326 42 2,942 47 3,322 S0 3,056 48 3,774 54 3,622 52
Related children v 141 5,116 121 6,184 133 6,811 139 6,261 133 7,296 143 7,094 141
Less than 3yr__ 51 854 51 955 54 1,000 56 963 54 1,039 1,023 56
3toS 3yr ..... 60 59 925 53 1,074 57 I 158 59 1,083 57 1,217 61 1,191 60
6tol3yr _ 100 2,351 84 2, 869 92 3,177 97 2,91 93 3,39 100 3,308 ]
14 and 15 yr 55 538 40 898 43 791 49 709 47 876 52 837 51
16 and 17 54 461 37 689 2 685 46 695 43 764 48 34 47
Stol 123 3,673 87 4,548 95 5,079 100 4,611 x 5, 404 104 5,314 102

Note on reliability of the data.—These figures are estimates derived from a sample survey of households and, therefore, are subject to sampling variability. Moreover, as in all field surveys of income,
the figures are subject to errors of response and nonreporlmg
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HEW TABLE 2.—FAMILIES BELOW SPECIFIED POVERTY LEVELS IN 1975 BY PRESENCE OF RELATED CHILDREN

(FAMILIES AS OF SPRING 1976)
[Numbers and standard errors in thousands]

UNDER 18 YR AND 5 TO 17 YR OLD—STANDARD ERRORS

Current poverty level

Alternate poverty level
Below 125 percont  Below 50 percent of Below 125 percent  Bslow 50 percent of
Below curcent of current rovmy 4-person median Below alternate of alternate 4-person median
poverty levet level family income poverty level poverty level tamily incoms
Standard Standard Standard Standard Standard Standard Standard
Total Number error  Number error  Number etror  Numbe: error  Number error error  Number orror
Total.. .. 56, 080 249 5,051 8 7,394 105 9,012 16 7,840 108 11,270 128 10,525 124
No related child under 18 yr__ 24, 9%69 168 1,227 4) %052 52 2,626 59 2,489 58 3,861 71 3,536 68
With related children under 18 31, 111 196 , 824 76 , 342 90 6, 387 98 5,351 90 7,409 106 6, 989 103
lehitd . __________ , 657 128 1,111 41 1,502 48 1,795 52 , 506 48 2,078 56 1,951 55
2 chitdren__ . , 400 115 1,023 40 1,461 47 1,766 52 1,404 46 2,007 55 1,817 54
3 children. . _ 5,288 83 32 34 1,048 40 1,275 44 1,021 40 1,459 47 1,370 46
4 children_______ 2,243 55 456 26 642 31 764 34 684 32 937 37 894 7
5 children or more__.______ 1,523 46 503 28 688 32 787 34 737 33 928 37 396 36
No related children 5 to 17 yr____~ 30, 769 187 2,028 55 3,114 67 3,885 74 3,534 71 5,278 8 4, 866 23
With related children 5 to 17 yr 25, 311 179 3,023 , 280 81 5,127 38 4,306 81 5,992 95 5,659 93
ild_ . 10, 653 119 1,050 40 1,444 47 1,723 51 1,442 47 1,989 55 1,878 54
2 children. . _ 001 102 773 34 1,118 41 1,372 46 1,084 41 1,592 49 1,487 438
3 children._ . _ 4,107 74 585 30 862 36 1,042 40 874 37 1,231 43 1,160 2
4 chiidren__ ____. , 839 49 25 565 29 662 32 604 30 801 kol 766 34
S chitdrenormore .______ T T T m 31 210 18 291 21 329 22 302 21 350 24 367 23
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HEW TABLE 2.—FAMILIES BELOW SPECIFIED POVERTY LEVELS IN 1975 BY PRESENCE OF RELATED CHILDREN UNDER 18 YR AND 5 TO 17 YR OLD (FAMILIES AS OF SPRING 1976)

[Number in thousands]
Current poverty level Alternate poverty level
Below 125 percent  Below 50 percent of Below 125 percent  Below 50 percent of
Below current of current poverty  4-person median Below alternate of alternate 4-person median
poverty level fevel family income poverty level poverty level amily income

Total Number Percent Number Percent Number Percent Number Percent Number Percent Number  Percent
Total N, 56, 030 5,051 9.0 7,394 13.2 9,012 16.1 7,840 14.0 11,270 20.1 10,525 18.8
No related children under 18 yr_______________________ 24,969 1,227 4.9 2,052 8.2 2,626 10.5 2,489 10.0 3,861 15.5 3,536 14.2
With related children under 1 , 82, 12.3 5, 342 17.2 6,387 20.5 S, 351 17.2 7,409 23.8 6, 989 22.5
1 child 1,111 9.5 1,502 12.9 1,795 15.4 1,506 12.9 2,078 17.8 1,951 16.7
2 children 1,023 9.8 1,461 14.1 1,766 17.0 1,404 13.5 2,007 19.3 1,877 18.1
3 children 732 13.8 1,048 19.8 1,275 8.1 1,021 19.3 1,459 27. 1,370 25.9

4 children. _ 456 20.3 642 28.6 764 L1 684 30.5 937 41.8 934
$ children ormore........ .. .. .cccccaicacacaacn 33.0 688 45.2 187 51.6 737 48.4 928 60.9 896 58.8
No related children 5to 17 yr.__ 2,028 6.6 3,114 10.1 3,885 12.6 3,534 1.5 5,278 17.2 4, 866 15.8
With related childrenSto17yr______________.. - 3,023 11.9 4,280 16.9 5,127 20.3 4,306 17.0 5,992 23.7 5,659 22.4
Tehild.___ . ... 1, 050 8.9 444 13.6 1,723 16.2 1,442 13.5 , 989 18.7 1,878 17.6
2children....________ 73 9.7 1,118 14.0 1,372 17.1 1,084 13.6 , 59, 19.9 1,487 18.6
3 child, 585 14.3 862 21.0 1,042 25.4 874 21.3 1,231 30.0 1,160 28.3
4 children. 404 22.0 565 30.7 662 36.0 604 32.8 801 43.6 766 4.7
Schildrenormore. .. ......ooveeoeececeeeceeaan- 210 29.6 291 40.9 329 46.3 302 2.4 380 §3.4 367 51.6

¥e1



WELFARE REFORM PROPOSALS

THURSDAY, FEBRUARY 9, 1978
U.S. SENATE,

SUBCOMMITTEE ON PUBLIC ASSISTANCE
oF THE CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10:35 a.m. in room
2221, Dirksen Senate Office Building, Hon. Daniel P. Moynihan
(chairman of the subcommittee) presiding.

Present : Senators Molynihan, Long, and Curtis.

Senator Moy~NTHAN., I express a cordial good morning to our guests
of the committee, and particularly to Secretary Marshall. I would
also like to welcome Jodie Allen, who is a Special Assistant to the
Secretary for Welfare Reform and a noted scholar in the field; and,
of course, Mr. Arnold Packer, who is the Assistant Secretary of Labor
for Policy, Evaluation and Research, a not quite apostolic succession
which, however, I can claim to have begun under President Kennedy.

First, good morning, sir.

Secretary MarsiaLt, Good morning, Mr. Chairman.

Senutor"{{OYNumN. May I apologize for being 5 minutes late. The
intelligence charters which have been drawn up by the Intelligence
Committees are being introduced, and it was felt that all members of
both committees should be present.

Secretary Marshall, we particularly welcome you this morning, and
your colleagues. I know the effort that you have put into this matter
and, having read some of your advance testimony, I would like to ask
a (Luestion we put to you earlier which is: Why 1s this a good ideaf
Why will the President’s program do the things that the President
says it will do and what is the state of the evidence on that ¢

We had a hearing on Tuesday, at which Senator Curtis was present,
with the Secretary of Health, Education, and Welfare and his associ-
ates. They came up with a novel view of what might be ealled the
Aaron burden of proof hypothesis.

Although we asked for some evidence on behalf of the Secretar{l’s
}S)roposals———we had sent a four-page letter with some questions—bthe

ecretary of HEW arrived with no answers. He said the program
made sense to him, suggesting that people to whom it did not make
sense might be deficient in their faculties.

We said, well, the program you are replacing obviously made sense
to some other people earlier and that is not exactly the final resort of
evidence, at least in the social sciences.

‘Whereupon, Mr. Aaron intervened with the thought—and I quote
him—*“The burden of proof should rest on those who deny” that the
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massive Carter welfare overhaul will bring about all kinds of felicitous
social consequences.

I said to him that he should be put on notice that that burden would
not weigh heavily on the members of the U.S. Senate who have other
things to do than to go around trying to disprove Dr. Aaron’s hyfoth-
esis. But that may be the stigmata of the Brookings Institution. I was
taught more respect for the legislature.

We welcome you here, sir. I know that Senator Curtis, who has been
a faithful and valued member of this subcommittee might have some
comments, =

Senator Curris. I welcome the Secretary and his associates here, and
I will have a few questions a little bit later. Thank you, Mr. Chairman,

Senator MoyNmaN. Mr, Secretary ¢

STATEMENT OF HON. F. RAY MARSHALL, SECRETARY OF LABOR,
ACCOMPANIED BY ARFOLD PACKER, ASSISTANT SECRETARY
FOR POLICY, EVALUATION AND RESEARCH; AND JODIE ALLEN,
SPECIAL ASSISTANT TC THE SECRETARY FOR WELFARE REFORM

Secretary MarsuarL. Thank you, Mr. Chairman. I am pleased to
have this opportunity to appear before you today to discuss the em-
ployment opportunities program, the job and training component of
the administration’s welfare reform proposal, the program for better
jobs and income.

The employment opportunities program represents a major com-
mitment by this administration to attempt to insure that all American
families will have the opportunity for self-support through full-time
employment and the skills required to hold useiul jobs at adequate

wages.

The major focus of this program is to encourage and assist employ-
able members of low-income families and other low-income persons
in securing adequate paying jobs in the regular economy.

However, in the case of families with children, if no regular econ-
omy job paying at least the minimum wage can be found, the Govern-
ment will undertake to provide one. We estimate that in 1981, the first
year planncd for full operation of the program, up to 1.4 million sub-
sidized full- and part-time job and training opportunities will be re-
quired. This is an ambitious objective, but 1t 1s one with widespread
public support from all ranges of the political spectrum.

The latest quarterly New York Times-CBS News poll revealed that
75 to 80 percent of all Americans, irrespective of political persuasion,
support the notion that government ought to see to it that anybody
who wants a job can get one. The employment opportunities program
is an essential component of two major policy initiatives of this admin-
istration.

The first is the development of a comprehensive employment policy
as part of an active strategy to reach the goal of full employment. The
gecond is the commitment to develop a more adequate and equitable in-.
come maintenance system which will insure a basic living standard
to those of our citizens who cannot provide adequately for themselves
or their families, ‘
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Before discussing the features of the employment opportunities pro-
gram in the context of the welfare reform initiatives,liowould like to
briefly describe its importance to our employment strategy.

As you know, the administration has aflirmed its support for H.R.
50, the Full Employment and Balanced Growth Act, commonly called
thc Humphrey-Hawkins bill. That bill establishes a process for coor-
dinating macroeconomic and structural policies to reduce both inflation
and unemployment. I believe that the bill’s goal of a 4-percent unem-
ploylmc:.int rate in 1983 is appropriately ambitious and that it can be
reached,

Conventional monetary and fiscal policy must, of course, be our main
reliance in stimulating the overall expansion of the economy essential
to reducing aggregate unemployment. But structural employment and
training programs targeted upon workers who are disadvantaged by
location, lack of skill or education, or discrimination are essential not
only to achieve full employment but to correct the inequities of a so-
ciety which leaves behind large segments of the population even in
times of great overall prosperity.

The administration’s employment strategy includes a variety of
structural programs including:

A major youth employment and training program; continuation of
programs for older Americans and other special groups; vigorous en-
forcement of existing civil rights statutes and positive action to im-
prove employment access for minorities; programs to reduce the flow
of undocumented aliens; trade adjustment assistance to retrain work-
crs who have lost their jobs because of import competition; a major
urban policy currently being developed to make sure that even the
most distressed areas share in economic recovery.

Our employment strategy also recognizes that economic forecasting
is an uncertain business and that we must be better prepared for any
future downturns in the business cycle. Accordingly, the reauthoriza-
tion of the Comprehensive Employment and Training Act which the
administration is seeking this year will call for the permanent cstab-
lishment of a countercyclical public service employment program
which would trigger on quickly when labor demand falters and would
be phased down as the economic climate improved. '

The employment opportunity component of welfare reform is thus
just one of many weapons in our antiunemployment arsenal. It is not
a substitute for macroeconomic policies, for countercyclical policies,
nor for programs focused on the particular problems of aging cities
or other chronically depressed areas. Nor does it, in itself, address
the special needs of all of the structurally unempioyed. But it is a
major step—the first major step—in attacking the corrosive problem
of chronic unem;{loyment and underemployment among family bread-
winners—a problem which you, Mr. Chairman, brought so forcefully
to public attention over a decade ago. '

The employment opportunities’ program is also an integral part of
the administration’s income maintenance strategy. There are four
saiient advantages to an employment approach to income mainte-
nance. :

The first is that by providing incentives and opportunities for work
and training, s jobs approach builds human capital and self-suffi-
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ciency. In doing so, the long term need for income maintenance pro-
ms is minimized and this, in turn, provides the only hope for real
1 relief from welfare costs by all levels of government.

The second advantage is that, in the process, useful goods and serv-

jces are provided for the whole community and in particular for
- ~Jow-income communities.

The third advantage is that communities independently develop
services that create the conditions allowing people to go to work—
for example, by providing day care or special transportation serv-
jces—or which attract or retain employers in the community—for
example, by improving public safety and community facilities. This
result further reinforces the goal of reducing economic dependency.

But perhaps the most important single advantage to an employ-
ment approach is that it can assure a far higher total income than
is possible through a cash assistance plan alone. It is estimated that
assuring even a poverty line income for families with children
through a cash assistance program while retaining even modest incen-
tives for work effort, would cost upward of $30 billion.

This estimate includes $6.5 billion in increased-benefit cost caused
by the fact that the covered population will reduce earnings by over
$14 billion. Providing the same income through a work opportunity
program, in combination with a carefully coordinated supplemented
program of cash assistance, costs a fraction of that amount.

— ___There are several reasons for this. First, job-related benefits, unlike
cash assistance benefits, offer an incentive rather than a disincentive
to work, since wages increase rather than decrease as work effort
increases.

Second, many fewer people can be expected to apply for a job than
for a cash benefit of equivalent income value for the simple reason
that taking a job requires relinquishing other opportunities for lei-
sure, work in the home, or alternative employment.

However, as the administration’s plan recognizes, an employment
approach cannot do the job itself. A complementary program of
direct income assistance is also required to assure an adequate total
level of income and to serve as a backstop if no appropriate job open-
ing is available.

Since wages are necessarily limited by the skill level of workers,
while family income requirements are determined by family size,
composition, and geographic location, there is no assurance that the
program wage will be sufficient, in itself, to meet family needs.

Furthermore, if program wages are set high enough to meet the
needs of most participating families, the program-may begin to exert
a disruptive effect on locai economies. For these reasons it is desir-
able to keep the program wage relatively low and to supplement these
earnings by cash assistance benefits adjusted on the basis of family
size. composition and other relevant factors.

The administration’s welfare reform program thus represents a
careful coordination of employment and cash assistance strategies.
Secretary Califano has described for you the features of the cash
assistance component so I will confine my description to the employ-
ment and training component.

In designing the program, several principles are stressed :
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First, productive work effort can best be motivated and sustained
by primary reliance on the provision of opportunities and incentives
rather than requirements and penalties. Ample research evidence and
transfer program experience supports the commonsense observation
that people work best and hardest when they stand to gain signifi-
cantly from their efforts. . .

The failures of many of our social programs in the past can be
attributed to the fact tﬂat they relied on program administrators or
beneficiaries to behave in ways which were inconsistent with their
self-interest.

A second related principle is that administrative burdens for both
program operators and garticipants should be minimized.

Third, families should be encouraged to minimize reliance on cash
assistance. Hence, persons who work should be substantially better off
than similar persons who do not work.

This means that both cash assistance and tax programs must not
be designed in such a way as to undermine the viability of the job
program.

Fourth, workers should be encouraged to seek unsubsidized employ-
ment in preference to subsidized employment, hence persons who
work in unsubsidized employment should be better off than those in
subsidized employment. _

Lastly, every effort should be made to develop subsidized job and
training activities which are viewed by participants as vroductive
community services or nonstigmatizing opportunities to self-advance-
ment. Jf participants view these jobs as punishments rather than op-
portunities, the work they do will be of little value either to them-
selves or to their communities.

The major features of the program which would be established as
a new title of CETA reflect this general approach.

Under the administration’s proposal, eligibility for the employment
opportunities component is not restricted to persons receiving cash
assistance. One of the goals of the program is to minimize reliance
on cash assistance, particularly for the many near poor families who
experience relatively short-term periods of dependence as the result
of sporadic unemployment. _

Instead, to insure that program benefits reach those most in need,
we have relied on the following simple devices which make the job
program self-rationing.

First, eligibility for the subsidized jobs program would be limited
to adult members of families with children. Second, only one member
of such a family would be provided a subsidized job or training op-
portunity and that opportunity could only be takea by either, the
sole parent or, if there are two or more adults, the “principal earner.”

The family may define the principal earner as the parent who
either has worked the most hours or had the highest earnings in the
last 6 months. If the normal principal earner has become ill or dis-
abled or is otherwise unavailable for work, the other parent would
qualify. If neither has recent work experience, either could apply.

This provision would assure that subsidized jobs are restricted to
those families whose job opportunities are so limited that no adult
member has been able to obtain steady employment in the regular

23-935—~78——10
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cconomy at even the relatively low wage level provided by the sub-
sidized job.

Thus, maintaining a relatively low wage is the third, and most
impo1itant, rationing device, If the wage is low, clearly an individual
who can obtain a better paying job will do so. This self-rationing
feature also meets another requirement for a workable system. :

Wages for these subsidized jobs must not compete with the jobs
available in the regular economy. The basic wages for these subsi-
dized jobs will be set at the higher of the State or Federal minimum
wage rate. However, there are two very important exceptions to this
restriction.

In order to maintain the balance between cash assistance and sub-
sidized wages, proportional wage supplements of up to 10 percent
of the minimum wage must be paid by those States which also sup-
plement Federal cash assistance for those families not expected to
work. It is expected that 39 States will supplement the wage, 37 of
them at the maximum 10 percent. In addition, premiums of up to 25
percent of the basic wage may be paid to a limited number of work
leaders on projects. :

This limitation on wages is essential to encourage participants to
first seek employment in the regular economy and to discourage peo-
ple from leaving low-wage regular economy jobs to take subsidized
jobs. Estimates indicate that if the wage is raised, the number of ap-
plicants for the job might increase by as much as 114 times the rate
of increase of the wage, and program costs by over twice the rate.

This sort of response could lead not only to greatly increased pro-
gram costs, but would ultimately require abandoning the concept of
attempting to provide jobs for all eligible persons.

Nonetheless, it is important to note that the combination of wage-
and team-leader supplements, together with legislated improvements
in the minimum wage, will produce an average national program wage
of $3.72 in 1981, or about $7,700 a year. In 37 States, the average
wage will be $3.82. Put in perspective. a wage of $3.82 an hour in 1981
is comparable to a 1978 wage of $3.21, a wage higher than that cur-
rently earned by the principal earner in 2.5 million families with
children.

Several other features of the employment opportunities program
have been carefully designed to avoid disruptive effects on the regular
economy :

A 5-3;%1{ initial job search period would be required before an
individual can be ({Jlaced in a subsidized job. If, during this 5-week
period, the individual is ofiered a job at prevailing wages, but no
lower than the subsidized job wage, he or she would be required to
take it. The employment and training sy<’em would assist the indi-
vidual in this intensive, 5-week job search. :

Private sector placement efforts would also continue after an in-
dividual has accepted a subsidized job. After holding a subsidized
job for 52 weeks, an individual would be required to undertake an-
other 5-week period of intensive job search.

Private sector job aj;lace,ment efforts would be closely coordinated
with & major new administration initiative planned to begin next
vear which will seek to link Government employment and training
programs more directly to private sector job openings and to insure
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that subsidized workers make early and successful transition into
regular jobs in industry.

The subsidized jobs which are created will be in useful public serv-
ices which are not normally performed by regular public or private
sector workers.

Every effort would be made to emphasize job activities which help
participants acquire useful skills and encourage and assist them to
reck employment in the regular economy. We expect that training
activities would be a regular component of most subsidized jo
opportunities.

Flexible hours and part-time work opportunities would be provided
in order to accommodate the needs of single parents with preschool
and school age children.

I would also like to emphasize that while no job guarantee is being
made, it is the intent of the program to attempt to provide a sufficient
number of job openings to meet the likely demand by workers for the
iobs. A great deal of thought and effort has gone info estimating this
demand since it is a difficult, but important, task.

A job program is, by its very nature, voluntary. Even a rigorously
enforced work requirement cannot make people work. Furthermore,
it is reasonable to expect that, given the limitations placed on wages
and other program incentives, most poor and near-poor families will
prefer either to retain their current job or, in the case of one-parent
families with small children, to remain out of the labor force to care
for their families,

Two independently developed computer models have been used to
prepare estimates of the likely need for job and training slots and
both models indicate that, given normal economic conditions, & demand
will exist for about 1.4 mﬁllion job and training slots in 1981. All but
300,000 of these slots will be full-time positions.

Since most low-income families can currently find better paying
work for at least part of the year, it is not expected that most partici-
pants will remain in the program throughout the year. We estimate
that about 2.5 million workers each year would be expected to pass
through these 1.4 million slots.

This means that over the course of several years the great majority
of the estimated 7 million poor and near-poor families with children
might be assisted by this program on their way to financial independ-
ence.

It is estimated that job takers will be split about 50~50 between men
and women, with the majority of the women being single-parent heads
of families, Most of the job takers will come from 513 ranks of the
working poor families to whom the administration’s plan would
extend Federal cash assistance for the first time.

.. .However, a substantial number, over 40 percent, will be from fam-
ilies of the type currently eligible for AFDC including the unem-
ployed father caseload. About 80 percent will have had recent work
experience, and it is lilely that many participants will be found to be
job ready without extensive preemployment orientation and training.

To meet the demand for 1.4 million jobs will obviously require a
flexible and innovative organizational structure. One goal of this
program is to develop greater coordination and enhance effectiveness
of the entire employment and training delivery system.
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Program operation will be local. Local labor markets differ, local
clientele differ, and a substantial investment has already been made
in our existing local employment and training system.

As you know, substantial job creation and job development capa-
bilities have already been developed through the Comprehensive Em-
ployment and Tralning Act programs which currently serve over 2
million persons a year, including a level of 645,000 public services
employment slots as of January 20, 1978, and through the State em-
ployment services, which received over 7 million nonagricultural job
listings last year.

Under this approach, the local CETA prime sponsors will make
arrangements for intake, initial intensive job search, and other labor
exchange functions with the employment service or comparable ar-
rangements with other agencies. The local sponsors would contract
with public agencies. community-based organizations and other non-
profit groups to provide many of the subsidized job and training slots.

The Department of Labor, for its part, would undertake to identify
and publicize successful job creation ideas and projects which might
be undertaken in other communities and to assist localities in com-
bining funds from other Federal programs to provide additional
overhead and supervisory personnel.

_ In consultation with CETA prime sponsors, we are undertaking a
continuing effort of this sort to identify job categories which offer
the potential for subsidized job placements. Such categories would
meet the following criteria. ~

One, they provide services necded in local communities; two, they
require relatively unskilled labor at the entry level; three, they are,
for the most part, outside the normal range of Government services
and pay at or near the minimum wage; and four, they can be con-
ducted on a relatively large scale in communities across the country.

Thus far we have 1dentified 16 categories of such jobs which alone
could supply over 114 million slots within these criteria. We have pre-
pared a more detailed description of these job types which I have
made available to the committee.

Services to the elderly is one of the major categories of subsidized
jobs that, could be created under this program. We estimate that
200,000 jobs could be created to serve the elderly and the homebound.
Similar programs currently exist in many communities under CETA.

For example, in Wilson, N.C., AFDC recipients are providing home
health care to elderly people who would otherwise have to be insti-
tutionalized. In Battle Creek, Mich., housekeeping aides are providing
a variety of services for senior citizens which allow them to maintain
their own homes and apartments,

Work like this needs to be done in this country. Jobs like these do
not require a high degree of skill. All they require is dedication and
the desire to work. One has only to walk through any city, or travel
through any rural area, to see clearly that there are many thousands
of public services that need to be provided, but currently are not being
undertaken. Through an imaginative program of job creation we can
combine the twin goals of human development and community
development.

Of equal concern, of course, is the immediate effect of the job pro-
gram on the incomes of working poor families. Subsidized job wages,
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combined with other family earnings will, by themselves, keep 2
million persons in low-income families from needing to rely on cash
assistance benefits at all.

Combined with the two other major elements of the reform package,
the comprehensive cash assistance program and the expanded earned
Income tax credit, the employment opportunities program will insure
for the first time that most American families with an employable
member will have an income substantially above the poverty line,

In 1981, every family with children with one parent employed in
the regular cconomy will be assured a minimum income 20 percent
above the poverty line. If a subsidized job is provided, s minimum
income 13 percent above the poverty line is assured.

Important as this achievement will be, it is really only the first step.
Economic dependency will not end overnight. Income supplements and
subsidized employment are only temporary remedies.

But the low-income population is not a static one. Each year perhaps
30 percent of the families in poverty in the United States leave poverty
while others, suffering reverses in circumstances, replace them. By pro-
viding both opportunities and incentives for increased self-reliance,
the employment opportunities program is designed to accelerate the
upward flow to financial independence to assure that lapses into eco-
nomic dependency are fewer and briefer.

As an Integral component of an employment strategy, th. employ-
ment opportunity component of welfare reform will be a major step
forward in assuring that all Americans can share more equitably in the
fruits of American economic growth.

I would be glad to answer any of your questions.

Senator Moy~miaN. I thank you, Mr. Secretary. That was superbly
informative and responsive testimony.

I would just like to repeat what you said on your next-to-last page,
that if this program should go through, it will be the first time that
most American families with an employable member will have an in-
come substantially above the poverty line. That would be an extraordi-
nary achievement of this generation of American politics, and I cer-
tainly am committed to see what we can do up here to bring it about.

Mr. Secretary, you provided, very generously, and obviously at con-
siderable effort, answers to a series of questions which we put to you,
and I would like to have those answers put in the record.*

And, in addition, I would like to put into the record the second edi-
tion of the subsidized public services and job training paper, which
vout referred to in your testimony.

[ Th('] material to be furnished follows. Oral testimony continues on
p. 159.

SuBsIDIZED PUBLIC SERVICE JoBS AND TRAINING: SECOND EpITION

As part of President Carter's message announcing the Better Jobs and Income
Program on August 6, 1977, the Department of Labor issued a press release de-
seribing the types of jobs which could be created to meet the special requirements
of welfare reform. The initial release provided a brief description of some 1.4
million full and part-time job and training opportunities fn 13 broad categories,
drawing both upon the ongoing expansion in Public Service Employment (PSE)
under Titles IT and VI of CETA, and upon independent research on job creation
possibilities. The present paper s the first {n a series of reports which will be
issued periodically updating, modifying and expanding the material included in

¢ See Part 2, Appendix B.
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the firsc release, This report expands the number of job categories to 16, and in-
creases the number of previously estimated job opportunities as well. Since the
first release, we have amassed far more information on the nature of the CETA
Title II and VI expansion. In addition, the Labor Department has done and
sponsored a great deal of research in this area over the past few months,

The Better Jobs and Income Program will require the creation of large num-
bers of jobs involving some combination of work and training in the public and
private non-profit sectors. Decisions about the mix of work and training and about
the types of opportunities generated will be made by locally elected officials.

THE CETA EXPANSION

The experience of the recent PSE expansion under CETA provides some very
encouraging news for the Better Jobs and Income Program, In August, the ex-
pansion had reaclied a level of just under 450,000 slots, and was well ahead of
the planned enrollment for that time. At the end of January, the combined Title
IT and VI enroliment had reached a level of almost 650,000, more than twice that
of eight months ago. The speed of this expansion says a great deal about the
system’s ability to perform well under pressure.

Furthermore, most of the expansion involves the creation of special projects
which now enroll over 270,000 participants. These new CETA participants, as
well as many of those hired to fill pre-existing or sustainment CETA positions,
have characteristics which are very similar to those who are going to be employed
under the welfare reform proposal, and, as the following comparisons suggest,
they differ from the characteristics of enrollees in the recent past:

[in percent}
Fiscal year
976 Enrollees 1
1 ically disadvantaged. . 43.8 86. 4
AFDC recipients. ... ... 5.8 5.2
7.1 9.9

Public assistance recipient. . ..o e ceiaoe e iccecmccaceceaeevecenoan

1 Based on the characterisiics of new cumulative earollees from Mar. 31 to Sept. 30, 1977,

As the expansion continues toward its anticipated peak level of 725,000 this
spring, and as pre-existing positions are filled more and more with the disad-
vantaged, those holding public service jobs should resemble even more the
target population of the welfare reform proposal.

An indication of the distribution of CETA Titles II and VI projects partici-
pants (based on a sample of projects) by public service function and by type
of work is provided in Table I. Some of the more innovative projects operated
under Title VI are depicted in Table II. (Table IT will be updated in a future

edition of this report.)
PROJECTS FITTING WELFARE REFORM REQUIREMENTS

The summary table given below provides a generie listing of the types of proj-
ects which could be created and rough, but conservative estimates of the num-
bers of job opportunities in these areas. It draws upon the CETA expansion
and upon a growing body of data from our research. The emphasis is on projects
which could be mounted on a large scale, and this list does not exhaust the
range of possibilities.

Types of jobs described below are suited to welfare reform participants in
that they involve low gkill levels, can pay close to the minimum wage (although
current projects, not 8o restrained, pay higher rates), do not erode existing
wage structures in most areas, and are in new or expanding areas where there is
much needed work to be done. Moreover, most of these project types are conducive
to a mix of work and training.

Overhead and supervision requirements will be greater under weifare reform
than under the existing public service jobs program because of the changing
clientele, the increased emphasis on training, and the need for materials. While
part of this increase will be met by allowing a higher percentage to be spent on
non-wage costs, in many cases materials, supervision, and other support will be
provided through joint arrangements with other government agencies.
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The Department is planning to conduct demonstration projects at sites through-
out the country over the next few years to develop information on the best
ways of talloring jobs to welfare reform purposes.

Some of the individuals eligible and expected to apply for work and training
will not be enrolled in the types of jobs described here, but rather will be placed
in subsidized on-the-job training in the private-for-profit sector. Others will be
placed in classroom training. In addition, a full-scale effort to place applicants
in unsubsidized private sector jobs will be an important and integral part of
the program.

MAJOR CATEGORIES OF JOB CREATION; SUMMARY OF SLOT ESTIMATES

Number of slots

Our Tots!

Category estimates estimates

1. Public safety 112, 000 112, 584

. Recreation facilities. . . 209, 000 221, 500

. Faciities for the handicapped 25,000 27,000

. Environment._______..____ 50,000 84, 300

5. Childcare...._._._...._.... 150, 000 178, 000

6. Waste treatment and recycling. T 25,000 32,500

7. Cleanup and pest/insect control. . 100, 000 119,000

. Home “ervices for the elderly and . 200, 237,000

. Recreation programs_..______.__ 50, 000 50, 200

10. Energy conservation. _...._..... . 50, 000 55, 800

11. Paraprofessions inthe schools. . . ... .o eeerccameee oo mc e cmn e 200, 000 319, 000

12. Schoo facilities improvement. 100, 000 140, 000

13. Art and cultural activities. .. 15, 000 89, 500

15, Community devaiopment related svices 4 i Bo 50100
. Community development related services and fac , 3

16. Transportation 3,800 , 800

TOME o e ceeeee e e e s ceme e eaeean e e meecm e ———— 1,410,800 1,748,484

1. Public Safety—112,000 Slots:

Parole and probation aides, adults and juveniles.
. Fire hazard inspectors in high fire risk districts.

Dispatchers, clerks, phone operators, public information aides in law enforce-
ment agencles.

Traffic control,

Home security, inspections and installations in low-income areas.

EXAMPLES

Massachusetts BOS.—To form fire watch and safety trams to patrol high fire
risk districts, conduct home inspections and safety demonstrations, and promote
fire prevention.

Fort Worth, Teras—To survey a random sample of Fort Worth households
to determine the types of individuals and households which have been the vic-
tims of crime, the nature of the crime, the response of the police, and the atti-
tudes of respondents toward the police department; the data obtained will be
used to determine priorities and recommend improvements in police services.

Portland, Oregon.—To upgrade the security of the homes of senlor citizens
and low-income families residing in high crime areas by installing locks, latches,
window grates, and other security- devices.

FACTORS CONSIDERED IN ESTIMATING SLOTS

A 1977 study of the National Planning Association entitled “National Man-
power Survey of the Criminal Justice System” estimated that 6,000 more workers
could be used nationally in juvenile correction institutions. Twenty-five percent
of these jobs would be professional; the remainder could be paraprofessional
and clerical; thus 4,400 jobs could be created.

The American Institutes for Research (AIR) estimates that the potential
exists for 11,344 new PSE jobs in the area of crime prevention education pro-
grams. This estimate was derived through (AIR) interviews with police chiefs,
locally elected officials, directors of departments of public safety, citizens’ crime
prevention and policy-community organizations, and other criminal justice offi-
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cials. The basic planning factor considered was that the number of additional

workers needed varied proportionately with the population of the city or county.
The 1977 study “National Manpower Survey of the Criminal Justice System”

provides th2 following estimates of PSE job potential at entry levels:

1. Staff support in law enforcement agenefes_ oo 74, 000
2. Public Defenders offices - — 700
3. Courts ... e me e cem———m—————— - —— 8,200
4, Parole and Probation —— — 9,475

The American Institutes for Research estimates from field interviews with
fire chiefs, elected and other local officials, and community-based organizations
that 9,465 jobs could be created in fire hazard inspection and other fire prevention
programs.

Total Estimate, 112,684 Slots.
Our Estimate, 112,000 Siots.

2. Recreation Facilities—200,000 Slots:

Developing bikeways, nature, backpacking and other trails, many with special
features for the handicapped.

Maintaining existing parks, gardening, cleaning up litter and debris, posting
signs and making minor repairs to existing facllities.

Building new parks and recreational facilities in counties and municipalities.

EXAMPLES OF PROJECTS IMPROVING RECREATIONAL FACILITIES

Jacksonville, Mississippi.—Developing a system of bicycle routes to promote
bicyeling for recreation and as an alternate means of transportation.

North Canton, Ohio.—Building neighborhood parks, constructing parking facil-
ities, picnic areas and pilaygrounds.

Chicopee, Massachusetts—Preparing and improving baseball diamonds, swim-
ming pools, bleachers, picnic tables, and bandstands in community parks.

FACTORS CONSIDERED IN ESTIMATING SLOTS

The U.S. Department of the Interfor has estimated that it could develop 80,000
slsot; for unemployed individuals in National Park projects beginning in FY
1978,

The National Forest Serviee has identified a total of 155,593 man/years of
work. lIi! only 30 percent of these projects were developed, 47,000 slots could be
created.

States and communities identified 451 bikeway projects which were not funded
by a DOT demonstration program, Judging from similar projects employing an
average of ten workers, 4,500 workers could be employed. An additional 6,232
miles of abandoned railroad rights of way have been identified as suitable for
conversion to blkeways. Assuming an average relationship of roughly 8 miles of
hikeway converted for every worker employed, some 2,000 job slots ceuld be cre-
ated if conversion projects were developed.

There are 34,660 State, County and Municipal parks. Assuming that 50 per-
cent—the more sizeable parks—could employ an additional five persons on main-
tenance and improvement projects, then some 104,000 slots could be created.
Such projects would Involve additions, upgrading, clean-up and minor main-
tenance to the 19,294 baseball diamonds, 4,435 ontdoor swimming pools, 12,348
tennis courts, 9.212 recreation bufldings, 11,691 playgrounds and 14,237 indoor
recreation centers.

Increasing the number of State, Municipal and County parks by 109, could
create an additlonal 34,000 johs, assuming ten person crews building the new
parks and factlities over a period of years.

Total Estimate. 221.500 Slots,
Our Estimate, 200,000 Slots,

3. Faecllities for the Handicapned—25,000 Slats
N ﬁ:;illdmg ramps for the handicapped at major street intersections and in puble

ufldings,

Installing braille signs in elevators.

EXAMPLES OF HANDICAPPED FACILITIES PROJECTS

Memphis/Sheldby County, Tennessee—Taborers and semi-skilled maintenance
workers are bullding ramps for the handicapped in five key areas of the city
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used heavily by the handicapped and elderly. Subsequent projects may include
placing braille instructions in elevators, interpretive signs for the deaf or par-

tially blind.
St. Petersburg, Florida.—Streets Department is bhiring workers to construct

ramps for the handicapped.
Albion, Michigan.—Sidewalk maintenance crew is constructing ramps for the
handicapped as well as performing other work, such as repairing unsafe sarfaces

and deteriorating curbs.
FACTORS CONSIDERED IN ESTIMATING SLOTS

Personnel requirements of current similar CETA programs range up to 55
workers in individual communities. Assuming that an average of 40 persons would
be employed in 80 percent of the 840 citles with population over 25,000, then
27,000 jobs would be created.

This figure does not include the potential impact of HEW-issued regulations
on easy access for the handicapped to educational faecilities. Estimates of this
need are included in item 12, School Facilities Iimprovement..

Total Estimate, 27,000 Slots,
Our Estimate, 25,000 Slots,

4, Environment—50,000 Slots: -

Aflr pollution monitoring. Readings at municipal air quality stations, process-
ing and transporting data tapes, and minor machine maintenance.

Water monitoring. Regular sampling of efluents from municipal and indus-
trial water treatment plants and facilities.

Comprehensive survey of U.S, potable water sources and treatment.

Noise pollution monitoring. Noise level readings by teams of monitors in met-
ropolitan areas at varying locations and times (rush hour traffic, inner city air-
port flight patterns, etc.) for establishing ambient noise standards. Data col-
lection and collation.

Rural water system operation and maintenance to meet established Safe Drink-

ing Water Act standards.
EXAMPLES OF ENVIRORMENTAZ PROJECTS

Bay Clty, Michigan.—Detection and correction of sewage disposal problems in
certain townships through a sampling and dye testing procedure. ventual elimina-
tion of sewage and other discharge onto surface water.

Madison, Wisconsin.—Assisting In the measurement of stream flows and con-
ducing water quality monitoring surveys. Stream surveys include measurements
of waste lnad allocation, fish population, and aquatic vegetation,

New Mezico.—EPA pilot program training and employing CETA Title VI
clients as Class I operators for 33 rural potable water systems.

FACTORS CONSIDERED IN ESTIMATING SLOTS

Mandated EPA requirements for monitoring various forms of pollution,

Nationwide, there are from 1,000 to 2,000 stationary air quality monitoring
stations as well as 1,500 portable monitors, primarily in urban areas. Each of
the areas could employ workers in a varfety of tasks and occupations. The Na-
tional Fleld Research Center Inc, estimated that 32,000 workers could be em-
ployed to perform such work. -

There are approximately 22,000 municipal water treatment plants which moni-
tor the discharge of efluents into rivers, lakes and streams. Assuming 15 percent
of the municipal facilitfes could employ an average of one monitor, then 3,800
slots could be created. An additional, uncounted group would be needed to monf-
tor the large number of private industrial plants which discharge effluents into
waterways.

Each of the 600,000 plus water supplies In the U.S, serving 25 or more house-
holds must be surveyed as to its source, treatment method, method of distribution,
number of households served, etc. Assuming one surveyor could be employed for
every 25 water sources, then 24,000 slots could be created.

For rural systems alone, the natlonal demonstration water project estimates
a need for 25,000 workers to bring systems into compliance. (This figure may
overlap with the above.)

An agreement between DO and EPA has been negotiated amorg staf? to en-
courage new joint and reciprocal activities at local levels to meet legislateq re-
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sponsibitities. This is expected to produce greater local initintive in environmental
job creation.
Total Estimate, 84,300 Slots.
Our Estimate, 50,000 Slots.

5. Child Care—150,000 slots:

Working in Preschool Day Care Centers as:

Teacher Aides.

Social Service Workers.

General Helpers.

Child Care Supervisors.

Housekeepers,

Nupport Aides for Health or Nutrition Services.

Custodians and Bus Drivers. -

Family Day Care Providers.

Mobile Child Care/Development Centers.

Home Emergency/Sick Care Providers.

Institutional Day Care Aides—I.e., hospitals, retarded facilities.

Day Care Trainers for hume-based families.

Day Care Aides in public housing facilities.

Child Care Coordinators of volunteer programs for before/after school care.

Working in before/after school care centers or programs,

EXAMPLES OF CHILD CARE PROJECTS

Springfield, Missouri—Day care program trains and hires low-income people
to serve as teachers aldes, cooks, bus drivers and custodians,

Flint, Michigan—Comprehensive child development program trains and hires
a number of nonprofessional persons in day care work.

Jackson, Mississippt—YMCA utilized six summer youth employees as aides
and 20 AFDC recipients as counselors earning $125 per week to serve 300 dis-
advantaged children for a CETA Title VI funded summer day camp.

Reston, Virginia.—Reston Children’s Center was funded by CETA for a com-
prehensive pre-school program, now including a family day care satellite pro-
gram for school age children. FDC providers are trained and hired by the Center
as part of the staff. Each of ten providers offer home-based care for three to
five youngsters before and after school hours. Parents pay the center. The goal
is to have a self-supporting program from parent fees.

Humboldt County, California.—Centered in Eureka, this CETA-funded pro-
gram operates several day care centers serving city, county and rural popula-
tions; and satellite trainers aiding in home visits for child development to
low-income, rural communities,

FACTORS CONSIDERED IN EBTIMATING BLOTS

Under\the provisions of Public Law 94-401, in 1976 a number of States began
to hire AFDC recipients in varlous paraprofessional positions to improve staff
ratios and thereby bring local day care centers closer to conformity with Federal
interagency standards. Recent informal visits by DOL/HEW staff to some of
these sites indicated considerable success in recruiting and utilizing AFDC
reciplents, with salaries averaging close to the minimum wage.

Preliminary analysis of data from visits to seven States in November 1977,
showed that jobs were at or very near the minimum wage in six of the States
and significantly above the minimum (a $5,448 annual wage) in only one (Con-
necticut). Most of the States provided some fringe benefits to participants. In
all cases the net impact on the participants’ financial status was positive. In
additiou, no differentiation was noted between the AFDC recipients and others
in similar work roles—which included teacher aides, social service aides, and
family day care providers—in any of the States visited, although fn one case,
AFDC reciplents recelved more OJT and counselling,

It is estimated that some 230,000 women with children under the age of six
(200,000 full-year equivalent slots) will volunteer for the work and training
Rlots. If each of these women has an average of two small children, this will
generate a demand for 400,000 day care slots. Given the non-professional staff/
child ratio of one to six for pre-school care, and assuming that only half of these
children receive formal day care arrangements, rome 33,000 non-professional
full-time child care slots could be created to serve this population,
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In addition, over 330,000 low-income women (income less than $7,500 per year)
with children under the age of six, currently work year-round. An additional
£540,000 low-income women with children under six work part-year producing
an equivalent of 240,000 years of work effort. If each of these 570,000 equivalent
full-year workers has an average of two small children, and if 50 percent of
these children currently receive inadequate child care, under the one to six
ratio, an additional 95,000 child care related non-professional jobs could be
created to meet these needs.

In addition, some 130,000 full year equivalent public work/training slots will
be filled by women with children between the ages of six and twelve (but no
children under six). Some 1.3 million low-income women with children over six
currently work an equivalent of 930,000 person-years annually. If each of these
approximately 1 million women has two children in the age range of 6-12, and
if only 23 percent of these children require organized after school care, with a
child/nonprofessional staff ratio of 1 to 10, 50,000 after school care job slots
could be created.

Summary )
33,000—Full-time child care for preschool children of PSE volunteers.
95,000—Full-time child care for preschool children of other low-income work-

ing female family heads.

50,000—After school care slots for PSE volunteers and otier low-income
female heads of families.

Total Estimate, 178,000 Slots.
Our Estimate, 150,000 Slots.

6. Waste Treatment and Recycling—25,000 Slots:

Recycling of glass, papers, aluminum, olls, and other wastes. Processing and
intake personnel to separate and screen materials, truck drivers, and clerical
workers for administration.

Inventory and classification of waste disposal facilities. Surveying, data
collection and collation, and clerical support for disposal facility surveys in each
State and local area.

Inventory of hazardous wastes. Provision of detailed description of process
for manufacture, transportation, and disposal of specified hazardous material
waste. Surveying, data collection and collation, and clerical support required.

EXAMPLES OF WASTE TREATMENT AND RECYCLING

Westfield, Massachusetts.—Recycle glass on city wide basis. Participants
taught all aspects of resource recovery.

Butler County, Pennsylvania.—Nonprofit community organizations employ
CETA workers in all aspects of paper and glass recycling operation.

FACTORS CONSIDERED IN ESTIMATING SLOTS

Efficient recycling efforts can exist only in sizeable metropolitan areas where
scale permits

The need exists for approximately 50 workers in various job classifications
in each recycling effort in the 500 largest U.S. cities. This would result in the
creation of 25,000 slots.

Mandated EPA requirements for inventory and classification of waste-related
activities. A project in each of the 50 States each employing 50 workers would
create 2,500 slots, .

EPA projects a need for 100 waste disposal persons per State for hazardous
materials disposal. This would create 5,000 slots.

Total Estimate, 82,500 Slots.
Our Estimate, 25,000 Siots.

7. Clean Up and Pest/Insect Control—100,000 Slots:

Sanitation and collection. Expanded trash, junk, and debris clean up in urban
and rural areas for beautification and sanitation purposes.

Stream clean up. Brush and debris cleaning along stream and river banks in
or near population centers.

Flood damage restoration. Clearing culverts and drains of debrls and repair-
ing damage caused by past year's flooding in large number of areas.

Rodent control. Clearing of brush from urban ditches. Rodent baiting.

Insect abatement. Identification and mapping of breeding grounds of mosquitos
and other Insects in urban areas. Handling of insecticides.
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EXAMPLES OF PROJECTS INVOLVING CLEAN UP PEST/INSECT CONTROL

Russcll, Massachusetts.—Waterways Project. To clean up streams and rivers
in the town and downstream.

Rockingham, New Hampshire.—Cocheco River Cleanup. To improve recrea-
;1onls:l use of river by cleaning it of debris and seeding und grading the river

anks.

St. Petcrgburg, Florida.—Sanitation, Cleanup/Collection: To collect and
cleanup all brush, debris, discarded furniture, trash and junk in alleys and
parkways.

FACTORS CONSIDERED IN ESTIMATING SLOTS

Crews of 100 in as many as 500 localities and their surrounding areas could be
employed to substantially reduce the incidence of accummulated trash, abandoned
cars, ete. This type of project could employ 50,000 persons.

Several hundred areas throughout the country which has suffered severe
flood damage could provide employment for crews of 50 in a variety of tasks.
Similar tasks could be carried out by crews of 20 workers in 1,500 or more stream,
river, and lake areas to reduce the accumulation of litter and debris. These proj-
ects could employ some 30,000 persons.

Crews of 20 could be employed in some 250 urban areas primarily to clear
ditches and other areas where rats and other rodents breed, as well as to place
bait and traps. These projects could employ some 5,000 persons.

Large and small population centers could hire from 25 to 75 workers for
mosquito abatement projects. Assuming 500 areas employ 50 workers each, tlen
25,000 slots could be created.

Total Estimate, 110,000 Slots.
Our Estimate, 100,000 Slots.

8. Home Services for the Elderly and I11—200,000 Slots:

Providing a wide range of in-home services to maintain independence and
avoid or reduce the need for institutionalization such as:

Homemakers.
Home health services.
Shopping services.
Reader and letter-writing services.
Chore services.
Friendly visiting and telephone reassvrance.
Home delivered meals.
Providing links between the client and the community such as:
Escort and transportation services. .
Housing assistance.
Outreach activities.
Health screening and related services.
Congregate meals and other activities provided through multipurpose
centers.

EXAMPLES OF HOME SERVICES FOR THE ELDERLY AND ILL

At the end of FY 1976. about 50 sponsors had develored public service jobs for
home health aldes or health worker aides. During FY 197, «ponsors began joining
CETA funds for training and wages with funds available under the Older
American Act that could be used for renovation of senior citizens' cecnters and
for Meals on Wheels ; in the first three quarters of FY 1977 more than $15 million
in CETA funds was spent to achieve the joint objectives of the DOL and AOA.

State of Ohio.—71 inquiry and referral assistants bired to establish a liaison
between senior citizens and service providers.

Indianapolis, Indiana.—50 participants hired to do a needs survey, provide
meals in an existing senior citizens center, and to develop a compreliensive
services network.

Lee County, Florida.—140 health aid/homemakers, themsclves senlor citizens,
trained and placed to serve thelr own peer group.

Battle Creck, Michigan—Housekeeping aides provide services to senfor citi-
zens to enable them to maintain their own homes or apartments. At the request
of the cllent they will clean and maintain the home, correct safety hazards, ete.

West Palm Beach, Florida.—'Chore Companfons” assist homebound disad-
vantaged by doing heavy cleaning, yard work, cooking meals, helping them to
get to doctors, and providing companionship.
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Monroe County, Michigan.—Home help services are provided to those disabled,
aged, chroniejlly ill and those recently discharged from hospitals. Services in-
ch}de: chores. meal preparation, limited personal care and maintenance of home
safety.

North Caroling, BOS.—To provide home health care for the aged, handi-
capped, and disabled in rural areas. -

FACTORS CONSIDERED IN ESTIMATING SLOTS

Long-term disability as a result of age or other factors is growing significantly.
¥or example, between 1960 and 1970 the number of persons receiving dissbility
benefits from Social Security increased by 225 percent, while the proportion of
totally disabled among the worker beneficiary population nearly doubled, in-
creasing from 5.3 to 10 percent. In the next 10 years, the population over 756
years of age is expected to increase by 22 percent while the population as a whole
is expected to grow by only 10 percent.

A paper prepared in 1971 for the Senate Special Committee on Aging estimated
that 3.8 million persons of all ages and not in institutions are home bound, func-
tionally dependent, and in need of personal care, More recently, the Senate Select
Committee on Nutrition and Human Needs has estimated that there are 2 million
home bound individuals—elderly and mentally or physically handicapped—who
are in neced of some kind of home care assistance. In a current experimental
project in Connecticut serving the elderly in need of health or social services,
careful needs assessment has led to the conclusion that between 85 and 90 per-
cent of the caseload is in need of these kinds of “life-support,” home-based serv-
ices as compared to only 4 percent requiring hospitalization and 8 percent requir-
ing highly specialized medical care.

Currently, 120,000 persons are served by the “meals on wheels' program under
the Older American Act. A conservative estimate, made for the Senate Select
Committee, assumes that 1 million more individuals are in need of this service
alone. On the basis of current operations, one additional worker is neede@ for
cach 9 persons served, for a total of 99,000 jobs. In addition, studies based on
work by the Urban Institute and others estimate that an additional 138,000 work-
ers are needed to provide homemaking and home health services to the home
bound.

Total Estimates, 237,000 Slots.
Our Estimate, 200,000 Slots.

9. Recreation Programs—50,000 Slots: Developing and supervising summer,

after school and/or evening recreation programs for children and adults.

EXAMPLES OF RECRFATIONAL PROGRAMS

Providence, Rhode Island.—Seven CETA supported workers provide boxing
instruction and outreach in a neighborhood athletic program sponsored by the
YMCA.

Battle Creck, Michigan.—A project to provide a full time, year round recrea-
tional program for the handicapped. Project includes indoor and outdoor winter
and summer Sports.

Wooster, Ohio.—A project to develop and implement an organized recreational
program in conjunction with a local community action agency. Major focus will
be to integrate the agency's efforts with other recreational programs,.

St. Louts, Missouri.—Seven CETA supported workers were hired to assist
community groups and organizations in organizing activities that provide leisure
time alternatives to bored and frustrated youth, and other persons.

FACTORS CONSIDERED IN ESTIMATING BLOTS

Adding two recreational or athletic aides to staffs of the 2100 YMCA’s and
YWCA'’s and to 500 Settlement Houses would create 5200 slots.

Adding at least two outreach recreational aides or athletlc instructors to each
of the 14.237 municipal and county public recreation centers would create an
additional 30,000 jobs. These persons would work in isolated neighborhoods.

Fifteen thousand jobs would be created to provide expanded recreational
gervices to special groups in non-recreational settings: hospitals; nursing homes;
schools ; housing complexes for the elderly ; institutions for the handicapped and
retarded ; correctional institutions; ete,



Total Estimate, 50.200 Slots.
-Our Estimate, 50,000 Slots.
10. Energy Conservation—50,000 Slots:
Installing insulation in the attics and walls of homes of poor and elderly
families.
Caulking and glazing of windows and doors.
Installation of storm windows.
Outreach to determine eligible households.
Recordkeeping and scheduling.
Installation of various solar applications, especially domestic hot water, in
similarly eligible residences.

EXAMPLES OF ENERGY PROJECTS

Worthington, Minncsota.—Providing home insulation and "energy conserva-
tion assistance to interested low-income households in a four-county area.

Wooster, Ohio.—Developing and implementing an energy conservation and
weatherization program for elderly and low-income households.

Glenwood City, Wisconsin.—Implementing, with local Community Action Pro-
gram, & housing improvement and weatherization program for low-income
residents {n an eight county area. Involves installation of wood stoves, seclar
heat collectors and making other energy saving improvements.

San Bernardino, California.—Providing training in solar technology by working
on public housing, schools, swimming pools and greenhouses.

FACTORS CONSIDERED IN ESTIMATING SLOTS

The Department of Energy has budgeted $200 million for the next fiscal year
for weatherization materials, requiring the eguivalent of 30.000 slot-years for
installation alone. An additional 5,600 slot-vears are estimated for energy use
surveys of public hulldings, as are an additional 5,200 stots for extending such
services to businesses, homes ete. Planning for a solar energy program amoung
several agencies indicates a demana for up to 15,000 slots.

Total Estimate, 55,800 Slots.
Our Estimate, 50,000 Slots.

(Inclusive only of those activities listed above; additional activities and sup-
port positions ineomplete.)

11. Paraprofessionals in the Schools—200,000 Slots:

Serving in such functions as:

Teachers aides.

Playground, lunchroom, and study-hour supervisors.

Ombudsmen between students and school personnel.

Nutrition and food service aides.

School security guards and hall monitors.

EXAMPLES OF PROJECTS UTILIZING PARAPROFESSIONALS IN THE SOHOOLS

Boston, Massachusetts.—CETA participants are serving in a paraprofessional
capacity at St. Joseph's school as co-teachers. maintenance workers and nutri-
tion specialists.

Whitehall, Michigan.—The public schools hire roving ombudsmen to provide
easily identifiable and available adult contacts for the students. They serve in
such capacities as liaison between the students and the attendance office and
“quasi-counselors.”

Baltimore, Maryland —CETA participants are employed as paraprofessional
Career Aides helping to guide potential high school dropouts toward positive
alternatives. Also, 12 participants are being trained as security guards.

FACTORS CONSIDERED IN ESTIMATING SLOTS

The research staff of the National Education Assoclation estimates that to
meet the desired ratio of 1 teacher alde for every 5 teachers in elementary and
secondary schools would require a total of 463,000 teacher aides. Currently there
are 225.000 teacher aldes; thus 238,000 additional teacher aide positions would
need to be created.

The NEA also estimates that there {8 a need for approximately 1 school guard
or monitor for every 25 teachers, resulting in a job creation potential.of 81,000
jobs.
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Total Estimate, 319,000 Slots.
Our Estimate, 200,000 Slots.
12. School Facilities Improvement-—100,000 Slots:
Making minor repairs, renovations and improvements to existing school
buildings.
Improving or expanding existing school athletic facilities.
Removing architectural barriers from elementary and secondary schools to
meet the needs of the handicapped.
Removing architectural barriers from post-secondary institutions (univer-

sities).
EXAMPLES OF PROJECTS TO IMPROVE SCHOOL FACILITIES

Picdmont, Culifornie.—In order to reduce substantially the school district's
consumption of energy and water resources the project will involve installing
water conserving devices, repairing plumbing, window sashes and heating and
ventillation systems.

Sartell, Minnesota.—Constructing an outdoor learning center for the Sartell
Independent School District.

San Lorenzo, Californiac.—Upgrading unsafe playgrounds and renovating
grounds to improve the security of San Lorenzo School District facilities.

FACTORS USED IN ESTIMATING SLOTS

If 20 percent of the approximately 80,000 public high schools and public
elementary schools would develop a project employing 8 persons, some 128,000
slots could be created.

An estimated 12,000 workers would be required, on a one-time basis (l.e., for
one year only), to remove existing architectural barriers in educational facilities.

Total Estimate, 140,000 Slots.
Our Estimate, 100,000 Slots,

13. Arts and Cultural Activities—75,000 Slots:

Musceums and Libraries. Aides, maintenance, security, sales, and conservation.

Music (instrumental and vocal) ; dance; history; drama; folk art; creative
writing; architecture and allied fields; painting; sculpture ; photography ; graphic
arts ; handicrafts; design; video; and film.

Activities would be related to presentation, performance, execution and ex-
hibition of these art forms. This definition includes both creative and support
personnel in urban and rural areas, .

Maintaining and performing minor renovation on historic buildings to serve

as tourist attractions,
EXAMPLES OF CULTURAL PROJECTS

Floride.—Six performing artists are supported by CETA in an outreach pro-
gram for performances in poor communities and neighborhoods.
High Point, North Carolina.—Two ORTA-supported craftsmen construct sets
for local theatrical productions.
gzocishater, New York.—Supports eight CETA artists {n residence in the public
schools.
Atlanta, Georgia—Two CETA-supported artists provide art therapy to ad-
judicated delinquents,
b ﬁg:ance of State, Georgia—Supports eight .workers renovating historical
uildings.
Rockford, Illino{s—A CETA-supported worker designs simple products made
for sale in a sheltered workshop.
Aurora, Illinois.—A CETA-supported graphic artist is preparing displays for
public buildings and meetings for the Redevelopment Commission.
Willmar, Minnesota.—CETA workers perform minor maintenance for the li-
brary and aides also serve the homebound and hospitalized with library requests.
Seattle, Washington.—A CETA painter works with an Arts and Aging Team,
hSeame, Washington.—A muralist {s in residence with an industrial work-
shop.
FACTORS CONSIDERED IN ESTIMATING BLOTS

The Farmer Cooperative Service of the Department of Agriculture estimates
that 3,000 jobs can be created in the Crafts fleld. This estimate is based on
experiences of Cooperative Service involvement in CETA Crafts projects in the

- states of Pennsylvania, New Mexico and Tennessee.
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If an average of five persons are added to each of the more than 2,000 museums
(art, history, sclence), then 10,000 slots could be created.

Labor-intensive Community outreach projects of varying size could be estab-
lished in the Nation's cities. Various arts projects employing an average of 100
persons have been established in many of the 150 largest cities. If the next smallest
350 cities operated such projects employing 25 persons, then 24,000 slots could
be created in all.

The New England Foundation for Arts estimated that in their six state area
an average of about 1,000 jobs per state could be developed. These figures repre-
sent only those positions for which they believe they can find creative and sup-
port personnel. If this average holds true, we can expect & very congervative mini-
mum of 50,000 jobs in the fifty states. However, many of these workers, although
low-wage, may not be heads of families, and therefore we have not included them
in our estimates. .

It is estimated that there are over 15,000 public college and university 1i-
braries. If an average of three workers are added to each library, then a mini-
mum of 45,000 slots could be created. In addition, there are some 15,000 other
libraries not included in our public system. If half of these added an average one
worker, then 7,500 jobs could be created.

Total Estimate, 89,500 Slots.
Our Estimate, 75,000 Slots.

14. Health—30,000 slots:

EPSDT (Early and Periodlic Screening, Detection and Treatment program for
children of medicaid families)—basic job categories: community health worker,
case managers, clerical therapy trainees, and laboratory aides.

Nutrition aides with the Department of Agriculture Cooperative Extension
Service.

Health aides in correctional facilities,

Preventive health, education and outreach services for public and private non-

profit health agencies.
EXAMPLES

Gary, Indiana.—To provide high blood pressure screening and detection serv-
ices for all residents, supplemented with referrals for those with elevated pres-
sure, educational programs to alert people to the risks and the need for screening
and detection; and follow-up with clients to facilitate understanding and ad-
herence to prescribed treatment regimens.

Indiana, BOS.—To train participants in advanced first ald, safety and health
programs; operate first ald stations at major recreational facilities in Central
Indiana; and teach advanced first aid, safety, and health in schools and low-
income neighborhoods during the fall and winter. -

FACTORS CONBIDERED IN ESTIMATING SLOTS

HEW estimates that 18,500 CETA workers would make it possible to screen
2,000,000 additional children in Medicaid families for health problems,

The Department of Agriculture Cooperative Pxtension Service estimates a
need for at least 4,700 nutrition aides during the next year.

The National Planning Assoclation’'s 1077 “National Manpower Survey of
the Criminal Justice System” estimates the need for an additional 10,425 custo-
dial care personnel in correctional facilities. We have no real CETA experience
in the use of outside paraprofessional personnel in prisons in that these func-
tions have been traditionally performed by inmates, There are reasons to be-
lieve that as a general rule inmates should continue to do such work, but that
the use of outside personnel to augment the prison work force would be useful.
We estimate that 1,000 slots for paraprofessionals could be utilized in prisons.

The Office of the Assistant Secretary for Planning and Bvaluation at HEW
estimates that four additional community heaith workers are needed for every
1,000 persons residing in medically underserved communities. They further
estimate that 48 million people live in such areas. However, a major constraint in
the expansion of employment in this function is the absence of health facilities
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from which community health workers can operate in these areas. Assuming only
one-fourth of the people in the designated areas have access to lealth care
facilities, then 43,000 slots could be created in this functions.

Total Estimate, 67,500 Slots.

Our Estimate, 50,000 Slots. )

15. Community Development Related Services and Faciiities—20,000 slots;

Conduct community needs identification surveys.

Staff support for citizen participation processes required under the Mouking
and Community Development Block Grant Program, Title XX.

Compiling a variety of community directories containing information on- the
community, its programs and services of use to residents, businesses, govern-
mental officials, and others.

Converting vacant city lots into food producing gardens; home canning prod-
ucts—under the auspives of the Department of Agriculture Extension Service.

Refurbishing deteriorated neighborhoods.

Outreach to inform low-income and elderly about available services and bene-
fits,

Performing partial remodeling and rehabilitation work on existiug publicly-
owned buildings which could serve as emergency housing facilities where low-
income people could find temporary shelter.

Training young ex-offenders to counsel potentially delinquent youth.

Establishing or augmenting’ comprehensive child abuse and neglect identifica-
tion programs. -

Working in dog control programs.

Counseling public housing tenants on such matters as household budgets and
home maintenance.

Employing residents to maintain and repair publie houzing projeets.

Landscaping, renovating and maintaining cemeteries.

Providing clerical services in a wide varlety of public and’ private nonprofit
agencies. (e.g., Salvation Army, mental health agencies; ete.)-

Providing counseling services to women in Battered Wives Shelters and’ Dis-
placed Homemaker Centers.

Serving as aldes-in Women’s Resource Centers to-advise on welfare programs,
Job opportunities, child care services; and money management.

Serving as staff in Rape Counseling Centers:

Conducting a broad array of outreach- and other servides through the U.S.
Department of Agriculture Cooperative Extension Service (CES), largely in
rurnl areas; .

EXAMPLES-

Marin County, Californig.—Workers purchase and/or grow fresh vegetables
and fruits; divide the produce into four mobile mini-markets; and transport the
produce to central.localities throughout the county, where it is made available
to ili, aging, and handicapped individuals at wholesale prices.

Gery, Indiana.—Workers provide clerical and other support in the preparation
and distribution of a tax handbook offering hints and simplified explanations
of State and Federal tax procedures for year-round tax counseling with low-
income neighborhoods about local State amd Federal programs for which- they
. are eligible.

FACTORS CONSIDERED IN ESTIMATING BLOTS

The number of positions that could be created to-carry out funbttions in this
avea' dare limited only by the slze of the population, need; and- the adbiiity to pro-
vide adequate training. and. supervision. The Natiendl Counecil on Citizens
Participation, which i3 conducting a study for HUD, estimates that an' addi-
tlorial 4,100 workers can be utilized. imamediately and efféctively to emdance
g,tti):ekn par&clputlon a8 required. in- “701” grants and- Community Dévelbpment

gran S
- Wae.assume that neighborhood refurbishing activities, data retrieval and dis-
seminhtion .activities, and. direct. commualty- service activities @' prifde an-
other 16,000 jobs, . T ‘ i

23-935—78——11
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Additional work must be done to estimate the demand for specific projects.
Total Estimate, 20,100 Slots.
Our Estimate, 20,000 Slots.
16. Transportation—3,800 slots:
Drivers, dispatchers, and clerks for rural public transportation systems.
Delivery of handicapped and elderly persons to needed soclal and medical
gervices.
EXAMPLES

Miom{é County, Ohio.—Social agencles pooled their vehicles and used CETA
drivers to provide expanded transportation assistance to the handicapped, elderly,
and indigents in need of social and medical services.

Polk County, Florida.—Two-thirds of the cost of operating a public transpor-
tation system in this rural county is provided by CETA in the form of salaries
for five drivers and one dispatcher,

FACTORS CONSIDERED IN ESTIMATING BLOTS

There are over 800 counties in the country with no community over 2,000 per-
sons and which have no public transportation system. There are an additional
700 counties which are predominately rural lacking or possessing only partial
systems. If only one-half of these counties could develop systems using an average
of five CETA workers, this would create about 3,800 jobs.

Total Estimate, 3,800 Slots.
Our Estimate, 3,800 Slots.

TaBLE I.—Characteristics of CETA II and VI project participants?®

Public service function: Percent
Education —— e mmccmcccmmncem—mmem—e——— 12,8
Taw enforcement e 3.0
Health and hospitals oo o ccmec—mmmem
Social services - e — e ————— 1
Transportation oo mcce -

Fire protection - -
Hnvironmental quality. -
Publie works.______ ———
Art8 e
Housing - oo e
Parks and recreation
Miscellaneous and other

i
1
i
)
[}
1
1 1
]
1
1
]
1
1
- bbb
RO DR LORN
POOIORIORO

All functions 100.0
===
Type of work:
Professional, technical, managerial__________ = 8.0
Clerical, office WoOrkK o o e oo cceemcm e 8.0
Service occupations e 9.0
Community services.__.._._. e —————— 25.0
Maintenance e e e 38.0
Indoor - (7.0)
Outdoor (27.0)
Weatherization .. (2.0)
Arts _ - ceee 1,0
Teaching/instruction c——— -—-- 8.0
Conservation 7.0
Other 2.0
All types : 100.0

1 Rasedt on a sample covering more than 123,000 planned participants, -
ary 9078 P! g p participants reported on Janu
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TABLE Il
Wage distribution Total Weighted
Project No.— b aversge
Title and location Description Number Rate  of jobs wage
1—Sackson Bikeway, Jackson, Develop system of bicycle routes......_ 120 tg. 5594 12 $2.71
iss, 3
2—Hypertension  screening, High blood pressure screening and de- 1 wn [ 3.83
1y, tection services referral, screening and 3 3,61
followup. X ) 2 4,69
3—Minimarkets, Marin County, Transpari vegetables and fruit to location 2 3.76 5 3.76
Calif. throughout county to ill, aging and 3 .
. handicapped wholesale. 5
4—Rockingham mosquito con- |denti1¥ mosquito species and breeding 33 3.00 45 3.14
trol,Rockingham, N.H, areas for population control. 1 2,75
Yooie
S—Summer Outreach, Alachua 1dentify potential schoo! dropouts and 1 2.48 20 .09
County, Fla. determine social and educational prob- 18 3.04
) lems impeding achievement. 1 4.53
6—Upgrading home security Upgrade security of homes of senior citi- 17 4.81 17 4.81
for elderty, Portland, Oreg.  zens and low-lnccme families living in
high-crime areas by installation of
L locks, latches, window grales, etc.
7—-Winterization, Union Winterize 145-150 homes of low-income  24-28 3,37-4.81 24-28 (O]
unty, N.J, X families and eldesly. N .
8—Rural home csre aide, Provide home heaith care for aged, handi- &) 2.74 42 2,80
North Carolina, State. capped, and disabled in rural areas, 2 4.08
9—Famly oriented community Organize service, educational, and recre- 7 4,9 7 4.9
involvement strategy, SL  ational activities to provide feisure time
Louis County, Mo, alle{:atlm to bored or frustrated
youth.
10—Cardiopulmonary resuscita- Train CETA participants to train general 2 3.88 6 3.95
tion, Baltimore, Md, publicincatdiopu monarr«equsc.latwn. 4 399
11—0n-Lok senior health serv- Develap equipment (wheelchair, walker, 4 3.73 4 n
ices, San Francisco, Cafif, etc.) and loan fo elderly, handaca‘pped;
devefcp knowledge of needs of frail
?Igerly and handicapped; home visi-
ation,
12—CETA and the arts, Cleve- Employ core groups of artists to design a 1, 000 .30 1,062 .17
land, Ohio. summer ycuth program to teach and 62 3.5
supervise 1,000 students in summer
youth employment projects.
13—Rural Pierce County emer- Provide temporary sheiter for displaced 7 4.54 ] 4,57
ency housing, ~ Pierce  fow-income families; county-owned 1 4.81
éotmty, Wash, bmldingb to be renovated and land-
scaped by youth and title VI workers,
14—Ex-effenders as counselors, Train young ex-offenders to counsel 7 3.61 9 n
Union County, N.J, potentially delinquent youth, Encour- 1 3.37
;egi.i youth to alter “their deviant 1 4,81
avior,
15—Otter Tail Trail Associa- Develop system of snowmobile trails to 12 2.90 u .04
tion, Rural, Minn, promote winter tourism, { 3 gtl)
16—Weatherization, South Da- Provide low-cost, energy-efficient im- 1 2.45 12 2.58
kota State, provements to homes owned by low- 1 3.45
income persons.
17—Lawrence fire prevention Form fire watoh and safety teams to patrod 7 3.78 3 3.8
and control, Massachusetts  high-risk districts, provide inspections 1 4,83
State. and safety demonstration and promote
fire prevention.
18—Food stamp outreach, Educate low-income residents to food 22 2.84 3.08
Pinellas County, Fla. stamp program, { i g{
19—Alpine Creek flood controd Provide flood control measures and de- 16 .30 2.4
and greenbelt, Texas State,  velop creek bank as greenbelt and 2 5
recreational area, } 2’%
20-Red Cross first aid, Indisna  Proyide full nnP of first 2id training and 1 2.89 » m
State, station operations, Sg 3.06-:32;
2—Witchweed and fire Ant, Locate and control the spread of fire ants.. 51 2.75 " 2.9
Number Carolina State, o o 23 3.25
22—£ast Oakland Revitaliza- Rehabilitation of buz[dmincrmln. and 11 3.369.39 118 (U]
tion, Cakland, Calif. improving recreational facilities; com~
munity improvement projects,
23—Literacy and learning, Bal- Individual tutorial services for functional 4 36143 22 m
timors, Md, literacy, high school equivaiency. 18 $4.63
24—Emergoncy medical techni- Provide trained personncl for a rural 12 .M 12 13
cc:n "Uﬂ:ing, Johnson  county emergency medical service.
uaty, Kans,
25<~Workout timited, EI Paso Provide job counseling, supervision and 3 4.4 3. . L.
County, Colo. employment to juvenile offenders.
26— Ramps _for hlndic:gpod, Assist in construction of access ramps in 50 a7 % .9
Memphis County, ind, business, medical, - lonsl and 3 n

shopping sreas of the city,



158

TABLE H—Continued

. Total  Waighted
Project No.— - number  average
Titls and location Description of jobe wage
27—Woodsland improvement, Thin State and county forestlands...___. 61 3~
St. tawrence County, .Y, v
28—Crime victimization and at- Determine characteristics of individuals 10 3.48
titude survey, Foit Worth, and households victimized by crime,
Tex. Determine prionties for smproved
) police service,
29—Tax preparation, Gary, Ind. Provide free income tax counseling to 1 5 kA
fow-income residents requesting help 4
. with State and Federal forms.
30—Family day care, Morris Train persons lo provide child care serv- 1 o
County, N.J. ices 1n their own home. 22
31—Nature t:ails development, Develop 5 mi of nature tiails with special 14 20 3.5
Monroe County, N.Y. provts‘i’ons for the elde:ly and handi- 6
capped,
Z2—Cancer outreach program Prpvm information to resident low- 5 5 3.8
for women, Washoe County,  income neighborhoods of health de-
Nev, partment cancer screening supple-
mentary food programs,
33—Charleston housing project tmprove physical and sanitary problems 4 2.85 15 @
gmrram, South Carolina  in public housing units; help solve 4 2.87
{ate. range of social service and manage- 2 2,37
ment problems. . 5 2. 8%
34—Treasures of Levy handi- Instruct homebound and handicapped 1 4.0 8 .00
craft, Florida State. g:rsons in the production of craft to 4 3.84
sold for their support. Z; 2. 3.!)
35—-County older resident pro- Provide outreach and social services to 60 2.&5 60 2.85
Eram.St. Louis County, Mo.  older residents,
36—Cleveland emergency med- Create emergency vietim care and ambuy- 120 4,81 120 1.81
icaldseor;.ice system, Cleve-  lance service.
and, Ohio,
37—Finn Creek Open Air Mu- Restore and reconstruct a homestead for 4 2.50 5 2.9
seum. rural Mi t int as a tourist attraction, 1 4.81
38—Parish St. YMCA Day Camp, Establish summer day camp to provide 6 2.30 26 2.93
Jackson, Miss. recreation and educational experiences 20 .13
{%hﬂdun from low-income neighbor-
s,
33—Child  health  survey, Design and conduct a child health study 3 4254.81 3 (U]
Tacoma, Wash., for families with children under 12.
40—Armchair education, fndi- Extend education outreach and job readi- 1 4.05 13 4.05
ana State, ness counseling services into home and 12 4.03
neighborhood learning centers. =~
A1—Clatsop fish production, Provide salmon propagation aclivities in 1 4.8 4 4.44
Oregon State. Youngs Bay area, % i ;Z
42—-Marin County child abuse, To reduce child abuse and neglect and 1 4.9L 43 474
Marin County, Calif. improve services for abused children 3t 4.43
and their families, ! 1 5,62
A3—Community concern for Encourage local merchants to offer dis- 18 ntary 19 3.84
semo‘ry citizens, Alachua  counts to senior citizens. 1 3.84
unty, Fls.
M—Project Smarter, Massa- Train mentally retarded youth to work 9 (8.3' 12 m
chusetts State, with more severely retarded youth. 3 1.87-4
45—Get to Work, Middlesex, Provide transportation to potential em- 4 .2 6 3u
County, N.J. ployment and training sites for unem- 1 3.46
ployed and.undersmp ¥ed. 1 A08
46—Work release &ro;run St. Provide subsidized work in private and. 5 2.50 50 2.5
Louis County, Mo, wbt"'c ‘om Ioz;nent for sentenced and:
etrial offenders.
47—Shellfish  rehabilitation, Mge thousaads of bushels of shelifish 3.25-4.% 1r m
North Carolina State, from poiluted waters to clean waters.
48—Ltow-income family fapd Destgn and operate a food cooperative for kA Y) 12 3.3
co-op, Pakm Beach County, Impr&vod puzchasing, prices for mi-
49—Early childhood resour Dewslop dats bank on the availability of 347 6 m
Houston,; Tex. o day care seivicas for children. with . 10-4. 82
special needs, X
sco- River clagnup, Imgnove recreationsl.use of Cocheoa River. 3 ' 5 31
Rockingham, NH. 3.29
3.75
480
Total numbar of gm:
All projects (Avera ohourt{ [ T eezeannceanns . 3.08
Minus project No. 12 (1,062). (Average hourly wage).......... 3.67

* Mart-time-jobs.
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Senator Moy~N1HAN. I would now like to begin the questioning, and
I wonder if Senator Curtis would do us the honor to begin ¢

Senator Curris. Mr. Chairman, you have been very gracious
throughout these hearings. I insist on yielding to my chairman for
the first question.

CasH SuprpPLEMENT REPLACING EARNINGS

Senator MoyN1HAN. Well, the first question is a hard question, Mr.
Secretary. In these answers to ¢ 1estions which we put to you, you
have been extraordinarily informative and candid in summarizing the
evidence on the effect of welfare programs on work incentives.

In response to one of the questions in our letter of January 6, you
s:}xlid, in speaking of the effect upon work of the cash subsidies program, °
that—

For example, a program with a 70-percent benefit reduction rate and an in-
come guarantee set at 75 percent of the poverty line would cause such sub-
stantial work reductions that only 45 percent of increased welfare expenditures
would translate into a rise in the disposable income of recipients.

I am sure it is no accident, that these hypothetical features are
approximately those which will characterize the program for better
jobs and income, particularly as it has been amended in the House.
Are you suggesting, that half the administration’s cash supplement
program would be used to replace earnings, to replace income that
otherwise would have been earned? I see Dr. Allen counseling you,
and I would like to encourage you all to join in.

I put to you the proposition that you suggest that about half of the
cash supplement would really replace what otherwise would be earn-
ings, and that the 70 percent reduction in benefit rates presents us with
a dilemma,

Sir?

Secrctary Marsaarr. I will let Dr. Allen respond to that. She did
the calculations.

Senator MoxNrHAN. It is very good to have Dr. Allen here, and I
would like to say for the record and to Senator Curtis, that one of
the most distinguished scholars on income maintenance is here before
us. She had the extraordinary insight—you only have to have one in-
sight in your lifetime, you know; Einstein said he had two—that
while people were talking about what good ideas all of these pro-
grams were, she said, why do we not try onet .

That may or may not have been a mistake, but it was a good idea.

Dr. Allen?

Ms. Avrew. The findings reported in our answers pertain to a pro-
gram which is only a cash assistance program, which would apply a
70-percent benefit reduction rate to all recipients irrespective of family
status and which had no job component associated with it.

Now, the administration’s program,-as you know, departs from
those features in a verv imnartant wav. First off, the administration
program restricts the benefit reduction rate to about 50 percent for
expected-to-work families, and that is a very important feature. Fur-
thermore, it has & lower tier benefit feature which, provides a lower
benefit for “expected work” families if the family is not working than
is provided to families who are not expected to work and which also
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provides a generous disregard of earnings for such families when
they do go to work.

Now, those are very strong work incentive features, compared to
the type of program for which results were reported in our answer.

Second, of course, and most importantly, we have a job program
which offers a positive incentive to work and also an earned income
tax credit which has that same feature, too. Its benefits increase with
earnings, rather than decrease. -

The job program alone will provide some increased job opportuni-
ties for low-income families such that the hours worked by families
will increase more than any reductions which might be associated
with the relatively modest level of cash supplementation proposed.

So that we feel that the combined features of the program, the
job program and the carefully coordinated cash assistance benefits,
are very prowork effort in their orientation and that the labor sup-
ply reduction result reported will not occur under the administration
program. That is, if there were any work effort reductions, they would
be very modest and be much more than offset by the increased work
effort associated with the job. -

But it is true, that modifying the features of the cash assistance,
raising the benefit reduction rate, cutting back on the job opportuni-
ties, changing the earned income tax credit, can very easily lead to a
situation where you have turned the whole program around, and that
18 why these things are so tricky.

Senator Moxnizan. Right. Could I ask you to give me the name
of the experiment where this work reduction came up?

Ms. Arren. These are the findings reported by the Seattle and Den-
ver income maintenance experiments. The analysis for that experi-
meni. was done by the Stanford Research Institute.

Senator MoyniaaN, Stanford Research. This is the new Seattle-
Denver program of which we have heard a great deal.

Is that going to be published ¢

Ms. Ancen. The labor supply findings have been published by Stan-
ford Research Institute. There is a summary which Stanford Research
published just this last winter, and we can make that available to you.

Senator MovninaN. We heard some uncomfortable things about
HE1V’s initial response to that, but we will leave that aside.

Sa your view is that without the employment component, we would
be spending half this money to replace earnings that otherwise would
have come in through work ? '

bM:;. Avtex. That can certainly occur, ualess one is very careful
about——
PuosLic SERVICE EILOYMENT

Senator MoyNiman. A program for better income without a pro-
gram for better jobs is going to be pretty expensive to everybody.

Ms. Avtew. It certainly would be if you tried to come anywhere
close to achieving the same total income guarantee that we are able to
achicve with these two components together.

Senator Moy~NiHAN. And this very strong employment component,
in contrust to the earlier proposal, is a new addition to this program,
and you know something about it now because you had experience
with CETA in the meantime. :
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M ; Secretary, you said you have almost 2 million people in CETA
now

Sceretary MarsHALL. Yes, sir, we do. .

Senator Moy~NinaN. And you have about 450,000 in public service
jobs now?

Secretary MarsuaLL. Well, we will have——

Senator Moyn1uaN. And you are going up to about 625,000?

Secretary Marsiarw. 725,000.

Senator MoyNTHAN. 725,000%

Secretary MarsuarL. We are going to 725,000. We will achieve that
early next month, so that we are on——

Senator MoyN1naN. So you are not talking about something you
would like to learn how to do. You are doing it?

Secretary MarsuaLL, We have tried to learn as much as we could
from past experience, to examine earlier public service employment
activities, to look at the experience under the WIN program now, to
look at specially designed programs to create jobs for welfare recipi-
ents, but particularly also to look at the experience under the Presi-
dent’s stimulus package last year which more than doubled the public
service employment program.

Senator Moy~inan. Right.

Sccretary Marsmuarn. We had about 300,000 jobs—310,000 author-
ized, 285,000 actually filled last May, and we, as I have mentioned,
have built that program up to—we will build it to the level of 725,000
during March.

Now, part of what we were doing since we were simultaneously
planning the jobs part of weifare reform is to start looking at that
program to get as much evidence as we could about the kinds of jobs
to be provided as well as the kinds of participants who were in the
program and we currently have underway efforts to try to improve
and refine the program on the basis of what we have learned.

Senator Moy~1aHAN. On the basis of what you have learned.

Well, that answers a question which had to be asked. I think you
have given a good and precise answer and you introduced the prob-
lem. You did not hide from it, in sharp and extraordinary contrast to
the performance of your colleague the other day.

Senator Curtis? '

Senator Curtis. Thank you, Mr. Chairman.

Mr. Secretary, we are delighted that you are here. I have a few
questions.

First, I would like to ask you when someone is removed from the
cash assistance, or the welfare rolls, and placed on a job, only pro-
vide?d by public funds, they are, in a sense, still on welfare; are they
not

Secretary MarsnarL. Well, in our mind, there is a significant differ-
ence, partly because when you are on welfare you are not really learn-
ing much that is going to help you.

Senator Corris. I understand that it may have an educational value.
It1 may train them how to do some things. It may promote the work
cthic.

So far as the overall public is concerned, they are not being elevated
into the normal channel of the private sector, but are still supported by
their fellow citizens.
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Secretary MarsuaLL. Well, I think there is another important differ-
ence, Senator Curtis, and that is that they are also producing a product
that the community needs and, in our thinking, what we are trying
to do is get them started onto economic independence—that is, to get;
them moving into the regular economy, and we are taking some initia-
tives to try to see to it that that happens with our public training and
employment program.

The way that we do that, of course, is to get the private sector heavil
involved in planning the program and to have a combination of wor
experience, training and actual work. We believe that, through all of
those activities, we initiate the process of achieving independence. 1
think there is a vast difference between havin {)eople totally de-
pendent and producing no product, acquiring no skills, not getting put
on the bottom rung o? any ladder, and people who are put in a work
experience and training and employment program.

nator Curtis. I think that it is true that it is a much preferred
method to have them work. But it should not be regarded as a reduc-
tion in the cost, or lt:ogmduation from public welfare. I think people
ought to—the able-bodied ought to work for what they get.

But I do not think that we should treat it as an accomplishment that
we have lessened the welfare rolls just because they have to work for it,
even in a worthwhile thing.

We think that in the %ong run you can lessen the welfare rolls
through this means, partly because we conceive of it as preventive.

Have you or any of your associates made a study of welfare and em-
ployment-related items in the Virgin Islands which is, of course, our
territory ?

Senator Moy~N1HaN. If you have not, I would be willing to go down
and help you.

Senator Cugris. I think it would be very worthwhile, They have had
an employment program down there to put people to work all through
the years. It never ends and the private sector, when they want to hire
somebody, they try to import an immigrant from some of the adjoining
islands, It is not uncommon to go down there and someone finds that
they are a Member of the Congress, they want you to help get an im-
migrant, permission for an immigrant to either stay there or come in
there because they need them so desperately for employment. But this
public employment just goes on and on.

Secretary Marsuary. That is one of the reasons, Senator Curtis, that
we designed this program the way we did—to avoid creating competi-
tion in these jobs with the regular economy, E)roviding an incentive for
people to move out and always trying to see to it that you earned more,
your income was higher if you were in a job relative to relying on an
income maintenance program and that your income would be higher
in the regular economy than in these subsidized jobs.

We think that the safeguards that we have built in avoid the prob-
lem of the Virgin Islands, which we worried about. We have not
studied that specific case of the Virgin Islands—but it is clear that
those kinds of results could be achieved unless you were careful in
designing the incentive structure.

Senator Curtys. Now, Mr, Secretary, how much have we spent on
publioc service jobs since the idea first became public policy ¢

Secretary HALL. I do not know exactly what this is.
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Senator Curris..Could you supply it for-the record?
Secrotary MarsuaLt. Yes, sir, we could give you that figure.

o

[ The departmental response follows:]

Federal work programs first became public policy in the thirties. During the
9-year period 1933 through 1941 nbout 14 billfon dollars was spent on various
forms of Federal works programs and emergency public assistance of which
about 62 percent was for the WPA and another 14 percent for the cce!

The next large scale public employment program was the Emergency Employ-
ment Act (EEA, also known as PEP) in the early seventies. During the 3-year
period 12972 through 1974 Federal obligations for this'progcam totaled 2.5 billion
dollars.

The types of jobs funded under the Emergency Fmployment Act were con-
tinued under CETA titles II and VI. Obligations urder these two titles are as
follows for FY 1975 through 1977 :

(in millions of dé(iau]

Fiscal year—
1975 1876 19771 Total
Obligations:
itfe 1,585 665 1,293 3,543
872 1,624 6,003 8,499
2,457 2,289 7,29 12,042

¥ Includes transitional quarier, July-September.1976,

Thus during the -6 years 1972 through 1977 Federal obligations under EEA
and CETA Titles IT and VI have amounted 'to 14:5 billion dollars. FY 1978 out-
lays for public service employment are estimated at 5.7 billion.

Senator Curtis. How mangy‘-persons ‘have ‘been over time,-and are
currently-enrolled, in CETA.

-Becretary ‘MarsnaLL. Well, the current——

Ser(llator ‘Corris. ‘On any of these, you-may supply ‘them for the
record.

Secretary MansHarL. Yes, sir. 'We have that information and would
be glad to supply-it.

The departmental response follows:]
The numbers of persons serveil under-all titles of CETA is as follows:

At thousands)
‘Fisotl year—
1975 .1976 1977
1st-time enroliments:

X R 1,126 1,280 1,422

Title 1) 227 116

Title 1Y 70 159
Title IV 46 43 53
Title VI .. 157 3n “l
Summer youth. . n6 821 907
RO X (115 T O . L X SO,
L7 | U 12,394 2, N6 3,416

1 Includes transitionat quarter, July-Seplember 1376,

1 Employment TrajningiReport of the Presideat, 1676, US.D\O.L,, p. 80.
2 Menpower Report of the President, U.8.D.0.L,, p. 317.
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A total of 8.6 million persons have been enrolled In all titles of CETA during
the last three-fiacal years. However, summer youth programs account for 2.4
million or about 80 -percent of the total.

Senator Corris. How many of these were welfare recipients at the
time of their enrollment

Secretary Marsnant. We can supply you with that.

[The departmental response follows :f

CHARACTERISTICS OF NEW PARTICIPANTS
[Percent on public ass’:tance (AFDC and other]

Fiscal year—

CETA 1975 1976 1977

TitlO b iecneiieeeeesecaececsnanneaccacaaaccascacascassncscs 27 26 26

Titde ) e een . e iiieeeieiececinercnsecacnccacasicensecennanen 16 15 14
Title Vi:

Total...... 14 13 18

PIOJOCS . .o o oeeeeeeieereeeasaesacnaceccassmesesesmecssesensasanneezIennnennannanza 25

SUMMET YOUN ... e e ceeceeeenreeeraaaaca e m e mceanaeaseasn kY 42 (0]

1 Not available.

Senator Curris. How many of these left the welfare rollsas a direct
result of their CETA participation, in absolute numbers and in per-
centage terms?

How much did the welfare rolls of this country decline as a result
of CETA, again in absolute numbers and in percentage terms.

You will supply that for the record ¢

Seccretary MarsHALL. Yes, sir, we will do that.

[The departmental response follows:]

It is not possible to establish a cause and effect relationship between CETA
participation and welfare dependency, since so many other factors can enter
into changes in welfare status. In any event, complete information on post-CETA
welfare status is not currently available, However, there is data avalilable from
a longitudinal sample of PEP participants which shows that 125 percent of
all participants were receiving public assistance prior to entry into PEP, and
only 4.5 percent were receiving public assistance in the period (up to 2 years)
after participation in PEP.}

There is also some limite@ and less reliable data avallable from the welfare
demonstration project conducted under PEP in 1972-74, during which about
5,000 PEP jobs were created for AFDC reciplents. Slightly over half (53
percent) of the participants reported receiving less in welfare, including 25
percent who had apparently left the welfare rolls; 8 percent reported no change,
and 39 percent reported increased welfare payments. However the dollar amounts
of reported welfare savings exceeded the reported welfare increases by a
factor of almost 8 to 1.*

Senator Curris. Of the 1.4 million public service jobs that you are
creating under the President’s proposal, what percentage will go to
welfare recipients? :

Secretary MarsiiaLn. About 44 percent.

Senator Curtis. Tf, for some reason, these jobs do not go to the
welfare recipients, how much more will the program cost per year? It
is possible—well, go ahead.

1 Longitudinal Evcluation of the Public Employment Program, Westat, U.S. DOL/
OPER, 1075, Page 6-76.

s Draft Final Report on the Welfare Demo Project, Feb. 1975, Decision Making Infor-
mation, U.S, DOL/OPER, 1975, p. 99.
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Secretary Marszarn. Well, we did not design the program, of
<ourse, only for current welfare recipients, and therefore there would
be no increase in cost compared with our planned costs. We thought it
was important to provide a preventive program as well as one that
simply took people off welfare, because the low-income population is
in considerable flux.

By trying to provide people with jobs, we think that we can keep
‘them off welfare. That was the way that we designed the program.

Seenator CurTis. It is your contention that it would be cheaper that
wa
byecretary Marsuaarn. Well, it is our contention that in the long
run it will be cheaper, because it is better to atvoid welfare depend-
-ency. It is cheaper, in the net sense, to the society, because we think
it is better to try to keep people off the welfare rolls and make it pos-
sible for them to get off, and to improve their condition and make
some contribution to society rather than having them wholly depend-

-ent, on welfare. L
Senator Curris. But from purely the cost standpoint, it will cost

more to provide them a job under this program than to keep them on
‘welfare?

Secretary MarsiaLn. The short term gross cost will be more. That
is, in order to get at the net cost, you have to see what other costs
in society you reduce by reducing the overall level of unemployment
:and by providing jobs for people, and you have to count the value
-of the product that people produce if they are in the job.

Senator Curris. If the 1.4 million public service jobs proposed
‘here have the same success rate as CETA in moving people off welfare,
‘what will be the fiscal effect? Will you supply that?

Secretary MarsHaLL. Yes, sir, we will do that.

[ The departmental response follows:]

Of the 950,000 persons who worked in CETA-PSE sometime during FY 1977,
:about 17 percent or 161,500 were public assistance recipients at the time of en-
‘rollment. If we assume that the average welfare grant reduction realized by
-employing these people on PSE is similar to the WIN experience in 1977, we
estimate the welfare offsets of CETA-PSE at at $282 million or 9.9 percent of
"Title IT and VI outlays. If the $8.8 billion welfare reform jobs program were
to achieve results similar to the CETA experience (in percentage effect), wel-
fare offsets In FY 1978 would be about $870 million.

Unlike existing CETA-PSE, however, the welfare reform jobs program has
‘been designed with the principal objective being to reduce welfare dependency.
"The major features of the program which will further this objective area: (1)
a financial incentive structure that rewards employment; and (2) the provision
-of enough employment opportunities for all eligible persons who want them.
Consequently the welfare reform jobs program will employ a far greater num-
ber of welfare recipients, both in absolute terms and as a percent of the job
participants, than has previously been the case under CETA-PSE. We estimate
-tpat 50 percent of the job participants would otherwise be receiving public as-
sistance or food stamps and over 70 percent would otherwise be eligible for the
new cash assistance payments, Of the $8.9 billion paid in wages under the pro-
‘gram, $5.3 billlon will result in & net increase in earned income for the job
participants which in turn generates a FY 1978 reduction in welfare payments
of $2.6 billion. This is 29.3 percent of the FY 1978 budget for the jobs program.

In conclusion, the welfare reform jobs program is designed in a manner which
will generate $2.6 billion in welfare offsets. Were the program to operate in a

1 Such data are n‘ot éurrently avallable for CETA~PSE. Dur!
reductions per person employed through WIN were $1,747. uring FY 1077, welfare grant
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manner consistent with prior CETA-PSE experience, welfare offsets would be-
$1.73 billion less primarily because the current CETA system intentionally serves:
a broader clientele than would the welfare related jobs program.

Senator Curris. A little more detail about CETA. In the 300,000
PSE slots funded under CETA in 1976, approximately only 25 per-
cent were recciving public assistance or unemployment compensa-
tion before public employment. CETA participants are classified as
being from the middle of the skilled range, not as unskilled.

Fewer than 46 percent of the persons hired under CETA were:
persons economically disadvantaged, according to the Government’s-
definition as one who lives in the family providing cash welfare pay-
ments are earning less than the poverty threshold.

We heard some testimony Tuesday from the Director of the Bureau
of the Census who acknowledged that poverty statistics do not include-
in-kind income. If in-kind income is counted, what percentage of the re-
maining pool of persons living in families either receiving cash wel-
fare payments or earning less than the poverty threshold were CETA
participants?

Secretary MarsuaLL. Yes, sir. Léc me say that the informatiornr
you cited earlier was before the law was changed. The early CETA
program, the countercyclical part, had a much higher participation:
by nondisadvantaged people because we had a generally higher level
of unemployment anc{) therefore a program designed to reach the
unemployed would have many more of those who are normally not-
disadvantaged. -

We have tried to target the program more to improve it. If you
look at what happened in fiscal year 1976, for example, the economi-
cally disadvantaged constituted only about 44 percent of the enrollees
but the proportion of disadvantaged among new enrollees in our PSE
buildup from March to September 1977 was 86.4 percent. So that is
more than doubling the partieipation rate. AFDC recipients were 5.8

.percent of participants in fiscal year 1976, but in the buildup part
of PSE, they were 15.2 percent of participants; other public assist-
ance recipients were 7.1 percent and 9 percent.

- -We are alse, in our CETA reauthorization, attempting to focus
the program even more to avoid substitution, to foecus more on the
serious structural problems in the economy and, of course, this ﬁ)ro-~
gram, the jobs part of the better jobs and income program, will be
a highly focused program itself.

Senator Curtis. Now, my question relating to the effect of count-.
ing ;n-kind benefits, if you will submit that for the record as best youw
can .

Secretary Marsmary. Yes, sir.

Senator Curris. CETA and its predecessor program, PEP—public-
employment program—have been marked by a high degree of fiscal
substitution, that is, the State and local governments spend Federal
grant money earmarked for PSE on expenditures for goods and
services they have already budgeted.

How do you plan to prevent that under your plant

Secretary MarsHALL. There are several actions that we have al-
ready taken to avoid substitution. The evidence that we have col-
lected, and that we will be happy to submit for the record, indicates;



167

that there was almost no substitution in the CETA buildup and a
number of devices can be used to avoid. it.

One is the wage limitation itself. You are not going to put people
on the regular payroll if you limit the salaries that can be paid.

Anether is that we sre trying te encourage more use of the private
sector, more use of both private profit and: nonprofit corporations.
Ono of the reasons that you get substitution is that any unit of gov-
erninent will do with this money what they are inclined to do-with
all of the rest of their money, so if there 18 no. restriction on their
s0 doing, they will, therefore, attempt tesubstitute.

If you try to rely more on a private, nonprofit corporation, like, for
-example, the Farmer’s Union which runs the Green Thumb program,
it does not attempt to substitute and therefore you get the funds used
s intended.

Another thing that we have done is to give much greater emphasis
to projects, that is, to see to it that people are put to work for a par-
ticular kind of project that is not a regular Goverament activity. And
then there are the nonsubstitution requirements themselves, which
we are trying now to enforce more rigorously, to see to it that the pro-
gram is implemented as Congress intended it. We have developed
mechanisms and capabilities for doing that and we think that by a
combination of all of those means that we can do a great deal to
almost eliminate substitution.

Now, I might alse point out that in our analysis of the problem we
found that it 1s instructive to distinguish the kinds of substitution that
take place. We want to eliminate all kinds, but some kinds of substi-
tution tend to prevent unemployment if, as in the past, where public
service employment has kept people on the payrolls of local units of
government who would have been discharged because these units of
government did not have the resources to keep those people, then we
have, in effect, at least reduced unemployment.

Now, we might not have had the samne employment effects that we in-
tend, but this is a very serious concern to us. We have devoted a lot of
attention and analysis to the problem, and we would be glack to share
that analysis with you.

[The departmental response follows:]

‘SUMMARY OF THE BROOKINGS INSTITUTION'S PRELIMINARY REPORT ON THE PUBLIC
SERVICE EMPLOYMENT PROGRAM

Last Friday, the Brookings Institution issued a drafi preliminsry report on
the Public Service Emploxment Prugram, which was presenicd for discussion
by the National Commission for Manpower Policy, The study is based on a survey
of 42 jurisdictions, which represent about 5 percent of the nationwide PSE
positions. The jurisdictions includs 16 large cities, 9 small cities—of which &
are suburban and 4 are rural, 10 rural counties, 5 suburban eounties and 2
school diatricts. ‘ .

The study found a low level of fiscal substitution compared with previous
estimates. Brookings found that of the jobs surveyed, 5t parceat are new joss,
381 percent are for program maintenance, that is, for continwing opesations:
which would otherwise have been terminated, and 18 percent are. displacement.
The. use of PSE: fon program maintenance was found to be bighest in distressed
<itfes (about 60 percent). Concomitantly, displacement was found to de high:
in those jurisditcions with no fiscal pressure. Furthermore, Title VI project’
jobs represent a lower level of displacément (8 percenmt) -than the average (18
pavent). Birookings. researchers. found that where PSE. was used for displace-
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ment, the money “freed up” was used to prevent tax increases. In some cases
it was used for other municipal purposes, and_in a few cases, it was used to re-

duce taxes.
The Brookings Assoclates found little evidence that PSE is a “make work™

and “leaf raking” program. The report concludes that PSE participants tend to
be working in basic service areas. Large cities and fiscally hard-pressed jurls-
dictions tend to devote the largest proportions of their PSE positions to primary
services (especially protective services and public works). Compared to the
regular government labor force, PSE participants, overall, are more likely to be
in public works and parks and recreation, reflecting the project orientation of’
the PSE program. Non-profit community organizations tend to concentrate PSE.
positions in social and cuitural services.

Senator Curris. All right.

A national survey showed that over 20 percent of the PSE workers:
are actually employed on the day before getting their subsidized job..
If this same ratio holds for the 1.4 million, how will that affect your
estimates?

Secretary MarsHaLL. I will let Sceretary Packer answer that.

Mr. Packer. I do not know the date of the survey, Senator, but under-
the title VI expansion, one had to be unemployed for 15 out of the last
20 weeks before receiving a job. Under the welfare reform proposal,.
you must be unemployed and searching for a job for 5 weeks prior to
coming into the program.

Now, of course, if that 5-week search period were eliminated, the cost.
would be substantially higher.

Secretary MarsHALL, Let me also say, Senator, that—I do not know
the survey—but what might have been the case is that some local units.
of government might have violated our rules, and wherever that has.
happened, what we have done with those prime sponsors is to require
that they restore the funds that were used in violation of the rules, and.
we have done that in a number of cases and are proceeding to do it in.
other cases.

Now that is the only way, under the present program since the re--
strictions were added as a part of the title VI expansions, that you
could have gotten the result that you have there. Now it might have-
been that this—what I have found is that there is considerable la
in thinking about these, Many of these studies are based on the PEP"
program or on the earlier years of the CETA program which did not
have the requirements that we are trying to impose on the program.
now, or that we contemplate in the welfare reform proposal.

We would be happy to take a look at that survey and give you an
analysis of it.

Senator Corris. On what unemployment rate were all of your esti-
mates? predicated for the first year, and then each of the succeeding-
years

Secretary MARSHALL. 5.6 percent. -

Senator Curris. What is the additional cost for 0.1 of a percentage:
point of this program for each percentage point that you are off in
those estimates? ' -

Mr. Packer. Every additional percentage point of unemployment
would add about 100,000 persons, so you asked for 0.1 of a percentage-
point, that would.be an additional 10,000 persons coming into the ﬁrq-‘
gram. The costs are running about $8,000. Presumably some of. these
people would have been on unemployment insurance or welfare any-:
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way, so it is 10,000 persons, with perhaps an average cost of another
$5,000 and that would be $50 million.

Senator Moy~xrizan. $50 million.

Mr. Packer. Yes.

Senator Curris. Mr. Chairman, I will withhold the balance of my
questions and we might hear from our chairman of the full committee.

Senator Moy~N1HAN. Thank you, Senator Curtis. Before we go, just a
brief moment, an interjection.

You raised the question of the nature of these CETA jobs, and for
reasons which I am not at liberty to reveal, I would like our witnesses
to recount for us a little more detail, about the description you gave me
last evening of one of the CETA jobs that has to do with pulling snakes
out of bayous.

Senator Lo~a. You are trying to pull them out, or——

Secretary MarsHALL. Senator, we told him that it was very impor-
tant to make a distinction between the kinds of snakes you pulled vut,
and you had to know a lot about snakes in order to do that.

Senator MoyN1HAN. God help us when the environmentalists find
that we are pulling all of those snakes out.

Secretary MarsmaLL, Well, we do not pull them all out, because we
think that there is a difference between a cottonmouth and some other
snake that you might want to—— ’

Senator Moy~imax. The Secretary of Labor has a prejudice against
cottonmouth, coral, and rattlesnakes. He is not openminded on this
matter at all. He likes king snakes.

How much do you pay to get snakes out of bayous?

Secretary MarsHALL. The prevailing rate.

Senator MoyN1nAN. Senator Long, your witness, sir.

Senator Long. I do not know what the modern environmentalists
would think about something that happened at the time when I was
going to Louisiana State University and my mother bought a home
along the lake. '

They dropped some rock along the lake there, some old cracked up
concrete that they found somewhere and the snakes would love to crawl
up there on those rocks in the Sun.

I decided that we ought to get rid of those pesky snakes, so I would
take a shotgun and go around about once or twice a day, and would
shoot all the snakes I could find around there. In due course, there were
no more snakes.

I had not realized that because that was such a nice place for snakes
to lie out there in the Sun on those hot rocks, that attracted all the
snakes in the entire lake. I was the St. Patrick of University Lake.

So there were no more snakes left in our whole lake, and it is &
gerztty big lake, as you know. You have been around that lake, Mr.

retary. '

Secretary MarsHALL., Yes, sir.

Senator Lona. I thought that was an improvement of the environ-
ment. But has it gotten so that the snakes are supposed to be an
easential part of the environment nowadays?

Secretary MarsuaLL. Well, my view is that some of them ought to
be extinct, but some snakes do a useful job, If you indiscriminately
kill king snakes, for example, you will have more rattlesnakes, because
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king snakes kill rattiesnakes. It is important to know that, to know
what kind of snake that you have. Also many snakes do away with a
lot of rats, so if you have field mice, it is important to have some snakes
around to take care of them.

Like a lot of other things, I think that you cannot indiscriminately
kill them, you have to be able to identify different kinds.

Senator Lone. Mr. Secretary, I am just not abroad on that. My
im{)resqion is that when you see a chance to kill a snake, you ought to
kill it. Do not ask about his pedigree, just shoot him.

I really think my credentials as a snake killer are better than yours,
and the efficient way is to just shoot any snake that you get a chance
to shoot. Swimming in the water, you really cannot tell one from the
other, I do not think. Can you tell one from the other when they are
swimming in the water$

Secretary MarsHALL. One of the main ways is that the cottonmouth
will chase you, while many other snakes will run from you. You
take your hat and hit it at a rattlesnake and they will back up the
first time. The cottonmouth will meet your hat the first time.

One of the best ways to distinguish a cottonmouth in the water is
that if you see him coming after you, the chances are pretty good that
he is a cottonmouth. ‘

Senator Lona. Well, sir, I just want to go on record as protesting in
favor of just making a clean sweep. It just scares me to death if I
think I am about to step on one. Because, you know, when you step
on one, usually you do not see him first. You feel something under
your foot, and that is a horrible feeling. B

I did want to discuss one or two points here, Mr. Secretary. It
seems to me that this welfare reform package, while it has been
heralded as & work program, reflects a welfare bias on behalf of its
sponsors. - , L

This is what T mean. You assame that creating 1.4 million subsidized
jobs will be enough, but if it turns that 1.4 million jobs are not
enough, the money is not previded to go beyond that. Getting more
money for the jobs part will be tough, and jobs can only be provided
to the extent that the funds are available—but if the jobs are not
available, the welfare payments go up antomatically. ‘ B

In other words, the welfare side of the bill is open-ended, while
the jobs part is subject to a closed end. Would it not be better to take
the approach that Congress would prefer to see people working rather
than to see people sitting idly, being paid to do nething T

If we are going to take an open-ended approach, why not guarantee
everybody a job opqportunity in preference to guaranteeing everybody
a welfare payment ‘ U
" Secretary MarsaaLL, Well, this was a very serious thing that we
tried to work out, of course—how many jobs will be needed and
whether or not you could have a job guarantee.

We made the very best estimate that we could in arriving at the
requirement on that 1.4 million jobs. We slso, of course, arg try-
ing, in the CETA reauthorization, to take care of other job needs—
if unemployment is really higher than we think it is, for example, then-
we believe that we ought to have a trigger that would make more jobs
gvailable as unemployment rose. ' T
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We also think that we have some time to find out, following up on
one of your ideas when we talked with you earlier. we think we
ought to do some experimenting with that question, and to try to
see whether or not the jobs program, as we have outlined it, would
work or whether we would, in fact, get swamped with so many appli-
cants for these jobs that the cost would become very high.

So we have, in our fiscal year 1979 budget request, asked for funds
to provide for some carefully controlled demonstration projects to
test some of these ideas. Now, it could well be that when we get through
with those projects, our conclusions would be firmer about how many
jobs we are going to need and whether or not the program will work
the way that we think it will. :

And fortunately, we have some time to be able to answer some of
those questions. We have also tried to find out as much as we could
so far from the CETA buildup and have studied it very carefully
to try to find out what the experience under welfare reform would be.

But we feel that the best way we can proceed is to make these esti-
mates about how many jobs we would need as carefully as we can,
and to also undertake some demonstration projects.

We are comfortable with the estimates that we have made and with
the safeguards that we have developed. There is a fear that to do it
otherwise is to accept the idea of a job guarantee and that would
cause the cost of the program to be too great.

Senator Loxg. Well, I have not been sold on the idea that we ought
to federalize the welfare program. I find myself thinking that it would
be simple to give the money for the program to the average mayor
or county commissioner or, in Louisiana, to a police jury. We would
tell them they could spread that money around, if they wanted to,
by sending the people on welfare a check for income maintenance.

On the other hand, if they prefer, they can pay those people to do
something that is useful to the community, anything that might make
it a better community to live in, improve the environment, make it a
little safer, or provide better guidance for the children, just anything.

My experience is that the average mayor, I would say 99 percent of
them, and 99 of these police jurors would pay that money to these
people to do something. They would give them something to do.

It might be that those jobs were not the most efficient jobs in the
world, but they would feel that it was better for the people, and it was
also better for society, for those people to be paid to do something.

We have not been able to get that thinking through over there at
the Department of Health, Education, and Welfare. They are still
working on the theory that people are poor because they do not have
money, and the wa,¥l to solve that problem is to mail them a check.

My reaction to that is to agree that you can mail them a check all
right, but if you try to solve the poverty problem that way, as fast as
you expand the rolls, you are going to have more applicants standing
in line to get on those rolls.

On the other hand, if you provide them with jobs, and whut they
are doing is & meaningful contribution to society for their pay, if the
job is reasonably demanding and you exgect something for your
money—then you are not going to have all that many people standing
in line to take the jobs, so there will be less pressure on the funds avail-
able and you can make the money go further.

23-936—78-—12
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Dollar for dollar, are we not better off by paying people to do
something useful rather than paying them just to sit there{

Secretary MarsaALL. Well, we certainly agree that is true for people
who can work, in the so-called expected-to-work category. That is the
reason that the jobs component of this thing is so important.

The cost of providing the same level of benefits for families with
children that we are talking about there without the jobs component—
what did we figure, $30 billion ¢

Ms. Arren. $35 billion.

Secnetarﬁ MarsaaLr. $35 billion, you know, so that the jobs com-
ponent makes it possible to provide income to get every family with
children above the poverty line—13 percent above it if they are in one
of our public service jobs and 20 percent above it if they move into
the regular economy.

Now, you could not accom%lish that unless you had a significant jobs
component to this pro he cost would be too great.

Senator Lona. Well, it just seems to me, Mr. Secretary, that we have
no business paying any citizen to sit there and do nothing, just to sit
there and vegetate, if we have the option to pay that person to make a
useful life and to be a useful citizen. I thi.nE t%mt the test of whether
the program is a success or not is the extent to which it reduces de-
pendency.

Do you agree with me on the general proposition that it is a lot
cheaper to subsidize & job than it is just to pay the whole cost of a job?

Secretary MarsHALL. Yes, sir, no question.

Senator Loxa. A job that you have to create?

Secretary MarsHALL. Yes, sir.

Senator L)NG. All right. So to the extent that we can subsidize jobs,
we are getting a better run for our money than if we wre paying the
whole cost of them by trying to create the jobs. To ti s extent that we
pay people to do something, we are doing better.

I know you are up here testifying for a bill and you have the
administration’s Wsition to support, but you come in here not as the
Secretary of HEW, you come 1n here as the Secretary of Labor. If I
were privileged to speak for myself and I had your job, and if T had
the choice in designing a program between the welfare handout being
open ended and the job part being open ended, I would make the joh
part the open ended one.

Secretary Marsuarr. Well, I think that in order to answer that we
would need to know more about what the im;l)lications of making the
Job program open ended were. I think we will have better evidence to
answer the question of making the jobs an open ended program after
we undertake these experimental programs.

Senator LonNe. Furthermors, Mr. Secretary, it leaves me cold for
someone to suggest that mothers with children 6 years old or less than
6 should not be expected to work. I saw a press release the other day
issued by a business group, I think they are known as the Conference
Board. They are a well-respected group of business people. They are
talking about the so-called affluent people in the country; those are
the people whose incomes are $25,000 a year or more, According to the
statistics they published, 77 percent of the wives in that group are
wht-)i{(l?ng. I think you would find a lot of those wives have small
children.
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Now, some years ago it shocked those of us on the committee to have
a witness come before us and explain that there is a higher percentage
of mothers in middle-income families working than there are mothers
in low-income families working,

'Wae thought that over for awhile, and it became obvious to us why
that is the case, why there is a higher percentage of mothers working
in middle-income families than there are in low-income families: that
is why they are middle-income families, because the mother is work-

m%t would seem to me that instead of providing money to have re-
tired schoolteachers or displaced schoolteachers take jobs in day care
centers at $12,000 a year, we ought to break those jobs up two ways.
People tell me that welfare mothers can do those jobs very well,
and that really the essential ingredient to being a good worker in a
day care center is that they are people who love little children. Love is
a better ingredient in that respect than a college diploma.

If these mothers can do a good job—and I am told that they can—
you can pay a welfare mother to work in the center. Instead of paying
one retired or disizlaced schoolteacher $12,000, break that job down
and have one mother pick up her child along with her and come to
the day care center, work a half-day, have a hot lunch and go home
at noon, and have another mother come in and share the meal at noon
ﬁnd stick around for the afternoon work and bring the children with

er.

One can go with the children, the other come back with them. You
can take two families off the welfare rolls by doing that.

That costs nothing, and is just a matter of hiring two welfare fami-
lies and taking them off the welfare rolls rather than hiring one of
these schoolteachers—fine people, but their husband probably has a
job anyhow. Before you provide two good jobs for one family, it is

tter to provide a job for the two families. -

If we pursue that type of approach, it seems to me that we could
gut a lot of mothers to work, including mothers who have small chil-

ren. -
- What is your attitude toward that type of plan?

Secretary MarseaLL. Well, that is one of the reasons that, of this
1.4 million jobs, 300,000 are part time. It could well be that we need
more flexibility than that, and that is one of the things I think we will
learn when we undertake these demonstration projects. But we agree
with the basic principle that the more we can create flexibility and
make it possible to meet the needs of particular groups of people,
the more likely we are to be able to get them into the work force.

We also have some evidence on what is happening so far. Why do I
not aik Dr. Allen to give you that in response to your earlier com-
ment

Ms. Avren. This applies more to what we expect under the welfare
reform program. Tt is important to stress that, while the mothers with
small children, that is, under 6, do not. face a work requirement, they
are equally eligible for the subsidized jobs under the program along
with the so-called expected to work.

‘Woe estimate that about 425,000 of such mothers with small children
will participate in the program over the course of the year, so we are
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putting a lot of emphasis on providing a lot of job opportunities of
just the kind that you are mentioning.

Senator Loxe. I am glad to hear that. But I do not find much ap-
peal to paying people for doing nothing. It seems to me that if you
are going to pay a mother just to stay home, she is being paid to look
after those children. Somebody ought to see to it that she does, that
sho sweeps out the place, makes the beds, that the place is not just a
rat’s nest from morning to night.

I have known what it is to bachelor quite a bit, when I was doing
my own housework and sometimes the bed did not get made, just
crawled in and out of the same bed without making it up the way my
wife would do. If we are paying somebody to look after those children
and to make a home, it seems to me that somebody ought to take a look
and see that she is actually doing it.

Do you know whether there are any plans to see if people are actu-
ally doing something?

Secretary MarsHaLL. Yes, we are trying, in all of these programs,
trying to give heavy emphasis to seeing to it that the work is really
useful work that needs to be done. Our attitude about it is that there
are many things that need to be done and that make work that is abso-
Iutely unnecessary and that it is really bad for people who are involved
}n it as well as for the whole society, because of the needs that society -
has.

So in the job programs that we already have, and the ones that we
are planning, we are trying to emphasize the need for work and work
discipline and work that really needs to be done, and we are also try-
ing to develop an administrative mechanism to try to see that these
objectives are met.

It is very hard to accomplish all of the objectives. We are also try-
ing to keep the system simple, and avoid an elaborate bureaucracy.
That is the reason we try to build in as many financial incentives into
the program as we can, as the best way to deal with those problems.

But we also feel that at least in outlining the nature of the work that
should be done and what we expect of people who participate in the
program, that we should, to the extent that we can, without an elabo-
rate bureaucracy, see to it that useful work is being done. .

Senator Loxe. Mr, Secretary, in revising the welfare program, it
seems to me that we should take into consideration the other programs,
such as unemployment compensation. In 1976, the unemployment com-
pensation amendments directed the administration to put together a
national commission and one of the things we wanted to study was
the appropriate role of unemployment compensation in income main-
tenance and its relationship to other social insurance and income main-
tenance programs.

Can you tell us why that Commission has never met? I understand
that former HEW Secretary Wilbur Cohen has now been appointed
to chair that Commission. What are the prospects for meeting the
statu?tory requirements for an interim report by September 30 of this
year

Secretary MarsHALL. The reason it has never met is we have not
gone through the process of getting it appointed. Ex-Secretary Cohen
has agreed and we have all of the members in the process of getting
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appointed. I do not really know what the status is, but we hope that
we are able to meet that statutory requirement.

Because we got a late start, I think the plan has been to ask for some
delay in making the report, but we have proceeded as fast as we could
to try to get the members appointed.

We had some trouble initially because the process had not been com-
pleted when the administration came in, and it had been done in such
& way that we could not get the membership balance that the act re-

uired, so we had to reconstitute that committee and that took some
time, to get that done, and to get Wilbur Cohen to agree to serve, and
all of the other members in place.

But that is underway and this is one of the things that they will be
looking at. ' :

Senator Loxe. Well, I am sure that the Commission, with Wilbur
Cohen, could make a real contribution. He is much beloved by the
Feople who serve on this committee. Not all the Senators agree with

1im, but they all love him. His heart is in the right place. He is a
sweet, warm, human person who really has the interests of people at
heart, and I am sure that if the Commission does meet and come up
with a recommendation, it would be useful. - o

I have some other questions that were prepared by members of the
staff and I would like to submit them and ask you to answer them for
the record in the next day or so. ‘ :

Thank you. -

Thank you, Mr. Chairman.

Senator Moy~1aaN. Thank you, Mr. Chairman. '

I would like to ask one question of the Secretary. The Department
of Labor, as we understand .it, has recently begun a demonstration
project in Minnesota designed to pilot test some of the crucial aspects
of the jobs portion of the administration’s welfare reform proposal.
I wonder if you could describe this, and tell me if you have any
thought on ¥roviding wage subsidies to private employers as some
component of your wage program. And I wonder, perhaps most of all,
why you chose Minnesota ¢

Did Omaha never occur to you, or Baton Rouge, or Albany?

Secretary MarsuarLL. Well, I had better let Mr. Packer answer that
question. He is more familiar with it than anybody. .

Mr. Packer. That Minnesota project really was started before we
came into office, Senator. In fact, we are trying to bend it toward being
a demonstration of the welfare reform proposal. Given its past history,
we really will not be successful in doing it completely, but we think
it will tell us some of the things we are interested in.

Senator MoyN1zaN. What are you doing ¢

Mr. Packer. The Minnesota project is called the work equity proj-
ect. It will be in St. Paul and 1n rural portions of Minnesota. There
will not be any private sector subsidies, that is, subsidies for any
private jobs, but 1t is currently planned that there will be a series of
13-week l{;ublxc service jobs for people on welfare or on public assist-
ance, both within the city and within the rural area.

The E:o_gram would not be as open as the welfare reform program
would be in terms of eligibility, nor will the jobs be of the duration

1 8ee Part 2, Appendix B.
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that are intended for welfare reform because of the previous history
of the project. e ) _

The new program:i] the new demonstration progects, that we are
asking money for for this year will, of course, be really the first demon-
strations of the program as intended. o

‘We are just trying to take advantage of this past history.

Senator MoyNTHAN. Well, surely, and you ought to. .

Can T, then, ask something of yout Can you put into your planning
some form of wage subsidy for private sector employment in this
areaf Wouldyou? = R . .

- Mr. Packer. Well, we are going to do things like on-the-job training
in which we are going to. defer the extra costs that employeis have
for people who are not as well trained as the people they usually
employ. But we are very careful to avoid a situation in which we pro-
vide & windfall profit for employers and, in a sense, cut the wages
that they would otherwisepay. =~ = . . . _

.Senator Mox~rHAN. That 18, well, not a loaded. word, but it suggests
ajudgment aboutit. . Ce

May I just say to you that there are members of this committee who
think that subsidizing private employment may be an important route
to providing-jobs for low-income people. Would you think abouit it,
and not. just with the perhaps too quick terror or alarm. that_our
brothers in the AFL-CIO feel about thesethings? . - """

- You have a constituency, and you ought to have, but it makes them
value your cooperation all the more if, every once in a while, you do
not cooperate. : : o

I give you that thought B

T have a series of other questions which I would like to submit for the
record, as I know Senator Curtis has not quite completed his question-
ing and would like to do. A

Senator Curris. Mr. Chairman, T will ask one more question and then
I have questions that I will submit for the record, and I would like
to ask that all of my questioning appear at one place in the record.

Senator MoyN1HAN. It is so ordered.

Senator Curtrs. I started awhile ago and vielded to the chairman. I
think it will be a little better to have the questions in one place.

Mr. Secretary, I have been advised that the Department of Labor
has admitted that before the August 6 release of the proposal, they
had not seen the HEW model used to develop the 1.4 million job esti-
mate. Is that correct )

Ms. Arcen. Senator, we did not have detailed specifications for the
model, but we had met at considerable leneth with the designers of
the model at HEW to discuss what the characteristics of the model were
and to compare them with the characteristics of an alternative model
that we had developed for ourselves. We also had an independent con-
sultant come in, to advise ug as to whether we should continue using
our own model or to use the HEW model and. on the basis of his judg-
ment. we confirmed our own belief that the HEW model was not o y
a valid model but a superior model to the model that we had been
using. .

Senator Curris. But you had not seen it, prior to the— .

tl’}f T. lPAcmm. Senator, the 1.4 million estimate was our original
estimate. . :

1 8ee Part 2, Appendix B
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Ms. Avren. From our own model.

Mr. Packer. From our own model, and it was confirmed by the HEW
model that made us able to analyze the_sz‘ogrt_\m on a State-by-State
basis while our program would only provide national figures.

Senator Curtis. And who was the independent authority that was
called inf ‘ ‘

Ms. Aren. Edward Gramlich, a professor at the University of
Michigan was the authority whom we asked to come in and evaluate
the two models for us. '

Senator Curtis. Mr. Secretar{, your Department has acknowledged
that the administration proposal does not necessarily increase the work
incentive of welfare recipients, that more will be working, but this is
simply because the universe is larger and there will be public jobs
available. ' - ~ .

Is this correct? ‘ : . ‘

Mr. Packer. No, that is not correct. The total program, we think,
will increase the work incentives and the work done. Now, if you took
away the jobs program, we feel that the cash program by itself will
reduce work incentives but that is not & true charactetization of the
total program. N
. Senator Curris. Along the line of the chdirman’s questioning about
subsidizing jobs in the private sector, how many youth now unem-
ployed could;l be employe(sl if it were possible for someone who certified
that they had never had a job—they were under 25 and hsd never had
a job for any continuous K;riod———and that they wanted to work at any
agreed wage for a year. And by that, I mean less than the minimum
wage.

How many jobs would be provided ¥ ‘

Secretary Marsmavrr. Do you mean in the private sector?

Senator Curtis. Oh, yes, in the private sectonr. :

Secretary Marsnavv. Well, it depends, of course, on what level you
made the minimum wage. No new jobs would be created by lowering
the minimum wage. It would be very difficult to see, for example, how
a lower minimum wage would get jobs into places where unemployed
youth really are.

What might happen, and what we would expect to happen, is that
you would substitute youth for adults. You might get more young
people employed, but T doubt very seriously that the total employ-
ment would increase in any significant way. o

. Now; what we believe is that the employment effects of the youth
differential, of the minimum wage itself, for young people is not very
great and that the best way to deal with the problems of youth unem-
ployment is to try to do what we are doing. That is, to provide incen-
tives for people to stay in school, which we are doing as a part of the
Youth Employment and Demonstration Projects Act: provide work
experience that is organized and then try to improve the incentives to
move into the regular economy as a result of hetter training and better
work experience rather than trying to deal with that problem indirectly
through a youth minimum wage differential,

What we are afraid of is that, not only would you get substitution of
adult unemployment for youth unemployment, but that in many of

o}

these subminimum wage jobs, young people would not get the kind of

work experience and training that they really need to get them into
the regular economy.
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Senator Curts. Well, now, Mr. Secretary, I do not care to take the
time here to debate that issue with you, and I shall not, but I seriously
challenge it and I think the rank and file of the American people do
not believe the argument that you put up. .

I think that many places they need some additional help, they need
somebody to do something, and if young men and young women
could go to an employer and say, I have never had a job, I do not know
how to do it, but I would like to work to any figure, what it is worth, so
I cm:ild learn something, that there would be great numbers of jobs
found. : .

I think that is one angle. I think the other angle is that they are con-
stantly buying machines, laborsaving machines, for the same reason.
T know the stock answer against this. I know where it comes from, I
seriously challenge it and I think the vast majority of Americans are
on that side. And I would hope that you would reconsider it. ..

Secretary MamsniaLt. Well, I have studied it very carefully, because
it was one of the things that we svere very much conocerned about in
our minimum wage proposal and I know that people disagree. =

But let me also point out that we do have provision in the minimum
wage now for young people who are learners and part-time workers
to get less than the minimum wage—we pay less than the prevailing
wage in training progran.s and for example, apprenticeship programs
start people at half the journeyman rate—and we think that that
kind of arrangement, for learners, is good. .

What we do not think is goeod is if you permit young people to
compete directly with older people in the same labor market at a
lower wage.

Senator Curris. Well, I do not think that that argument is valid.
I believe that one of the greatest sources of employment, employing
a substantial numb~r of the people in this country who are employed,
are small employers. By that, I am not taking the definition of small
employers that, for instance, the Small Business Administration is,
I mean people who employ one, two, three, or half a dozen. They can-
not create a training program, but many of those could take on addi-
tional help, would be glad to do it. And so it is not only that group,
it is the group that are buying labor-saving machines, and so on.

I think it is unfair to the youth of the country mot to give that a
trial, to just stand pat and hold the ground of the vested interest that
demands that particular principle be followed.

Mr. Chairman, I will submit my other questions for the record.

Senator Moy~NraAN. Thank you, Senator Curtis, and let me say that
I know your feelings in this, and all of us, in some part of onr head,
share them. I think that you will find in Secretary Marshall a man
who will try to get as honest a response as evidence brings forth.

Mr. Secretary, just to cenclude, as yon know, the success of the
program for better jobs and income—shall we begin calling it PBJI?
No; it does not work—depends on restraints, on wage levels, on levels
of benefits, and on marginal rates of taxation.

. The problem of welfare reform is that there are strong and some-
times seemingly insuperable pelitical forces which push against those
restraints, and there is no question that those forces have been in
evidence in the House. A program which the President initially in-
sisted should cost no more than existing programs has now keen pushed
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up to.a lavel where we ‘ure"-addilr;il- percent-of GNP to this program.
There is a sense-in which I think political agreement has been pur-
chased in the House side by that process and I would like to say how
refreshing and encouraging it is to hear the testimony of someone
who recognizes the need for restraints, and svho acknowledges that in
their absence, the enterprise may inevitably fail. .

Say that you agree.

Sécretary MarsHALL. I agree.

Senator MoyN1HAN. You agree.

X would like to thank——

Senator Curtis. May I ask one more question ?

Senator Moy~N1HAN. Please, Senator. _

Senator Curtis. M'r. Secretary, how long is a generation, how many
years . L
! Secretary MarsuaLy. My statistical experts here say 33. .

Senator Curris. Thirty-three. Well, there was another distin-
guished Texan' who said he was going to abolish poverty in one
generation: But I read in your paper that, by 1981, every family with
children with one parent employed in the regular economy will be
assured & minimum income of 20 percent above the poverty line. X
wish you success. )

I would like to include in the record an article from the Washing-
ton Post of February 7, relating to some of the House action.

Senator Moy~1HAN. Surely, sir. - '

[ The following was subsequently supplied for the record :]

[From the Washington Post, Feb. 7, 1978}
MaxiMUM SALARY oF $10,500 BACKED FOR SOME WELFARE PUBLIC SERVICE JoBS

(By Spencer Rich)

A special House subcommittee yesterday voted to allow wages of up to $10,500
a year for some public service jobs for welfare clients under President Carter’s
omnibus welfare revision bill. .

The $10,500 figure, to be permitted for a relatively small number (15 percent
of supervisory jobs) would apply when the new program became fully effective in
1982, according to the subcommittee vote. ’

Most public service jobs under the program would pay between $7,000 and
$9,200 in 1982, depending on local wage scales. But the subcommittee, led by
Rep. Augustus F. Hawkins (D-Calif.), recommended a $10,500 maximum so that
jobs in high wage areas like Detroit, the District of Columbia and San Franecisco
would be paid closer to the level received in private industry or regular city
jobs. :

The permissible scales represent a substantial revisionof Carter’s initial pro-
posal to create over 1 million public service jobs at the minimum wage (8$7.000
in 1982) for welfare clients capable of working but unable to find private jobs.

Labor unions, led by the American Federation of State, County and Municipal
Employees and the AFL-CIO, argued that wage scales are much higher than
$7.000 in many areas and that the bill would therefore create a pool of low-
wage ‘‘welfare’” labor that could undercut wage scales in those areas and take
jobs away from existing workers. !

Spokesman for AFSCME and the AFI-CIO sald they are still not happy wit
the wage-sciale provisions because by 1982, wage levels in ordinarv jobhs in many
localities will exceed even the $10,500 welfare job maximum. They said the
average wage and maximum are simply too low.

Howerver, both the Carter administration and Hawkin's declined to go any
higher. One official pointed out, “These are special jobs for welfare cHents,” not
permanent new jobs. Under the subcommittee decision, a welfare client could
keep the job for only 18 months during which, it is hoped skills needed to obtain a
non-welfare job would be learned.
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In another action, the subcommittee, roversing itself at the unions request,
endorsed an amendment by Charles B, Rangel (D-N.Y.) allowing welfare fami-
lies to collect full $80 a week benefits as soon as they get on the rolls instead
of rle;ducing the benefits for the first'five weeks while any employable adult seeks
ajob : s o
Senator MoyntiaN. I would just like to say that the Senator’s wish
for success is heartfelt and genuine and that this entire committee
wishes you success. We are so pleased that you have come here. The
contrast, and I will make one final referencs to it, to the performance
on Tuesddy, suggests that—I do not know about the public service jobs
program, but—the public service you are performing, sir, is impressive,
indeed — '

Dr. Packer and Dr. Allen, we thank you for accompanying the
Secretary.’ i ‘ o

Secretary Marsuavrr. Thank you, Mr. Chairman.

Senator MoyntHAN. Would our guests clear the front of ‘the room,
as we have another witness? h ‘

We now have the pleasure of hearing from Carol Tucker Foreman
who is the Assistant Secretary for Food and Consumer A ffairs of the
Department of Agriculture. . .

Secretary Foreman, we wélcome you to this committee. I am afraid
that my associates, Senator Long and Senator Curtis, had to leave
because of other engagements, and this, in part, was my fault because
we had to begin late, as the Senate Committee on Intelligence was
introducing its charters for the intelligence community. )

But you have my undivided attention, and I have some questions
}vhich I will later submit on behalf of Senator Curtis and Senator

ong* ™ ~

Ms. Foreman. Thank you very much, Mr. Chairman. :

With me today is Bob Greenstein who is assistant to the Secretary
of Agriculture and who worlked closely with the welfare reform task
force in drafting portions of that legislation. ‘

Senator Moy~N1zaN. We welcome you, Mr. Greenstein.

STATEMERT OF CAROL TUCKER FOREMAN, ASSISTANT SECRETARY
FOR FOOD AND CONSUMER AFFAIRS, DEPARTMENT OF AGRI-
CULTURE, ACCOMPANIED BY ROBERT GREENSTEIN, ASSISTANT
TO THE SECRETARY L ,

Ms. Foremax. I am pleased to appear today before you as you con-
sider the important area of welfare reform. '

As you know, of course, the administration has submitted a major
proposal based on a number of months of intensive work, to revamp
the entire welfare system. The proposed legislation is designed 'to
rationalize the welfare structure, to put more Americans to work, and
enhance work incentives. ] o .

The Department of Agriculture was represented on the consulting
group formed by HEW Secretary Califano in early 1977 and par-

P )
¢ See Part 2, Appendix C. -
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ticipated in the meetings of this consulting group. The Department of
Health, Education, and ‘Welfare, the Department of Labor, and the
Department of the {(‘masury used information generated by this group,
information from other consultations within the administration; and
from meetings with the governors and other interested parties as they
demﬁned the administration’s plan. — S
The Department of HEW and the Department of Labor will ad-
minister the cash and job components of the new program, and it is
aggl_'opna.te that these departments are presenting and explaining the
administration’s proposal to the committee, o '
. We, at the Department of Agriculture, will not actually be involved
in administering the new. plan, but I would be happy to answer any
uestions that the committee may havée about the proposal, or about
the food stamp program which, along with other programs, would be
replaced by the new plan. R o N
_ Ishould add that we are completely confident that we can work hand
in hand with the Department of Health, Education, and Welfare, the
Department of Labor and the Treasury Departmerit to effect an or-
derly transfer from the operation of current [{rogra,m's such as food
stamps to the implementation of the new welfare reform proposal
when the Congress approves it. , '
Senator MoyN1HAN. I thank you, Madam Secretary, and I will take
this occasion to repeat an observation which I made on Tuesday, which
is that the behavior of the Department of Agricilture in this matter
contrasts strikingly with that of the Department of Housing and
Urban Development. : ' ,
The Department of Housing and Urban Development has a large
cash assistance program to low-income persons that is known as the
section 8 program. In some cases it provides up to $9,000 a year to
families, and obviously provides a good living for a number of bu-
reaucrats, Although the President and the Office of Management and
Budget vigorously sought to get HUD to give up their $450 million
and to put it into the pot for welfare reform, the answer from the
bureaucracy was adamant.- It does not matter what the President
wants, we need our jobs, and we will not give up one damned thin%.
That is a way to make yourself really respected up here on Capitol Hill.
The contrast with Department of Agriculture’s readiness to see food

- .stamps cashed out is really quite striking and- altogether refreshing

and that is one reason this is one of the most well-regarded Depart-
ments in the Government. . , '

I would like to ask you or Mr. Greenstein whether there will be con-
sequences for nutrition or well-being, to move from serip, that is used
for food, to money that is used for just about anything.

. Do you have any thoughts on that, and would you like to tell us
what they are. ' '

Ms. Foreman. Yes, sir. First, if I could just respond to your first
comment, it would be unfortunate if anyone were to assume that the
Department’s cooperation in the welfare reform plan indicated that
the Department of Agriculture does not appreciate the importance of
the food stamp program or that the Department of Agriculture wishes
to be rid of the food stamp program.
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Senator Moy~1uax. Right.

Ms, Foreymax. In a previous administration, that was true. In this
Department of Agriculture, Secretary Bergland supports the welfare
proposal because he believes that, on balance it is preferable to this
strange, jerry-built system of a multitude of different programs that
we have now, programs in which a large number of people fall between

the cracks because they are childless or because there are two parents - -

in the home.

We support the welfare reform programs because we believe that, on
balance, because of the provision of almost a million and a-half new
jobs and because of expanded coverage for cash assistance, it is pref-
erable to the present system. , .

As long as the food stamp program continues in existence we will
administer that program as efficiently and effectively as we can and
it will have the full support of the Secretary and of the Food and
Nutrition Service.

Based on our past record, I feel that it is important that that ap-
pear in the record.

Senator Moy~NtiAN. What did you mean by your reference to a
previous administration that wanted to get rid of food stamps?

Ms. Foreaax, Well, in a previous administration, the Secretary of
Agriculture had, on a number of occasions, proposed to get the food
stamp program out of his Department. '

Senator Moy~NIrawN. To where?

Ms. Foreaan. To the Health, Education, and Welfare Department.

Senator MoyN1HAN. Oh, I see, I see.

Well, there is a question, I suppose of bureancratic jurisdiction. I
understand you would be happy with jurisdiction over food stamps
but you recognize that if these programs are to be consolidated, it
malkes sense to give up jurisdiction. -

Ms. Forerran. That is correct.

Senator Moy~11aN. You do not have any alarm about the conse-
quences for nutrition?

Ms. Foreman. T would like to refer to that. We do have some studies
that might be helpful. T walked in here awhile ago as they were dis-
cussing varieties of snakes down in Louisiana and T am from Arkansas.
We have snakes over there, too.

We have one that is really unique to our State, the coral snake. It
is a very aitractive snake, very pretty.

Senator Mov~yiran. It looks like a king snake.

Ms. ForeMaN. And it is very deadly, and the idea that poor people
are poor because they do not use their moneyv well is kind of like a
coral snake. It is very attractive and it is deadly, poisonous and dead
wrong. '

Wésg do have some studies that show that low-income people use
their money very well. That, in fact, they probably use it a little bit
better than the upper-income people. ’

Going back to the 1965-66 survey of household food consumption
done by the Department of Agriculture, the Department found that,
in fact, low-income people generally get more nutrients per dollar ex-
pended for foed than upper-income people do.

They still did not get enough-nutrients because they did not have
enought money in total to spend for food, but on a per dollar expended
basis, they did get more nutrients.
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In addition, we have some studies that indicate that over 80 percent
of the peo&le presently in the food stamp program spend more than
their monthly allotment of food stamps for food. I believe about 30
percent of those spend more than $26 a month more than their food -
stamp allotment for food, and virtually all of that 63 percent spent at
least §5 more per month than their food stamp allotment for food.

In determining whether or not the ending of the purchase require-
ment for food stamps might cause a decrease in total food purposes,
the Economic Research Service did look at these figures and we found
no reason to believe that food Purchases generally would drop off.

It might, under the new welfare reform program. They would drop
off very slightly under our elimination of the purchase requirement.
But because the welfare reform program introduces into the system
over $2 billion of new expenditures it was the feeling of the Economic
Research Service that this would more than make up for any slight
dropoff that might occur in food purchases as a result of going to a
cash system, and we cannot find any reason to believe that the $180
billion a year spent for food in this country is likely to decrease as a
result of the institution of the welfare program. '

Senator MOYNIHAN. A gcd, clesr statement. L
I wonder if I could ask you to submit for the record which we are
making in these hearings those svudies that compare the purchasing
habits and nutrition dollar and that kind of thing that you re-
ferred tot -

Ms. Foreman. Yes, sir. We have all of these and we will submit
them for the record. - )

Senator Moy~N1EAN. Well, do not submit them all, just submit the
ones that you think are the most helpful. .-

Ms. Foreman. The only caveat that I would have on this is that the
Household Consumption Survey is 10 years old. We are in the process
now of updating that and, by the end of the year, I believe, should
have new information.

Senator Moy~1naN. Well, give us your latest and best data.

Ms. Foreman. The 63 percent, Bob informs me, is the 1976 study.
It was the nutrients per dollar that is the 10-year-old study.

Senator Mox~1¥zan. Let’s get both.

Ms. Foreman. Thank you.

Senator Moyn1mAN, Please submit both.

I think we would appreciate it if you would summarize and cite, as
we would like to use this material, and we will not read your original
study but we will read your summary of it, and that is the reality.

[Th% departmental response follows. Oral testimony continucs on
p. 199,

U.S. DEPARTMENT OF AGRICULTURE,

EcoNoMIC RESEARCH SERVICE,
- Washington, D.C., Octobder 4, 1977.
To : Robert Greenstein, Special Assistant to the Secretary.
Subject : Food Expenditure Consequences of Welfare Reform.

In our memorandum dated September 19, 1977 we concluded that total food
expenditures and farm income would likely not be adversely affected by passage
of the Administration’s proposal for Better Jobs and Income {BJIP). In devel-
opment of that estimate we assumed that poor households would spend ahout
35 to 40 percent of any cash grant on food. Further, we stressed that the BJIP
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would replace grants of $17.4 billion ($5.8 billion for food stamps plus $12.1 blilion
for AFDC and SS8I benefits) with a simple cash transfer of $10.2 billion. The
purpose of this memorandum is to clarify both (&) our assumption regarding the
preparation of a total cash grant which would likely be spent for food and,
(b) our decision to focus on only the cash assistance aspects of the two welfare
programs.

1. Our assumption that the poor would spend about 85 to 40 percent of any
cash assistance for food has its primary basis in household expenditure data
collected durlng 1978-74 by the Bureau of Labor (BLS). Such data, called
Consumer Expenditure Surveys (CHS), have been collected perlodlcally by
BLS since 1888. The CES of 1972-78 is the eighth major survey of its type and is
the first since 1960-61, The data provide the only comprehensive source of
detailed information on expenditures, income, changes in assets and liabilities
related to socloeconomics and demographic characteristics of ‘families in the
United States.

Food purchase data for the 1978-74 period were obtained from approximately
12,000 households during two one-week jntervals. Each respondent was asked
to record all expenses incurréd by the household during the survey week. Pur-
chase information on more than 1,700 separate code items were obtalned Food-
purchase data were then summarized by income class.

More detail on sample design and sampling procedures is available in an article
entitled “The 1972-78 Consumer Expenditure Survey” printed in the December
1974 issue of Monthly Labor Review, pp. 16-23 (copy attached). If additional
information, explanations, or tabulations of the data are needed, please advise,

Another primary source of food expenditure data for various income classes
in the United States Department of Agriculture Food Consumption Survey (FCS).
These data are collected by the Agriculture Research Service (ARS) about once
every ten years. The most recently published data are from 1985-66. These data
were also used to help develop our estimate. While they are somewhat dated,
they do agree with results from the CES. Data for the period 1977-78 are now
being collected. We expect they will be available for preliminary analyses during
the later half of FY 78.

FCS8 data, like CES data, are obtained from a sample of households. The
FCS sample is slightly larger, about 15,000. As with CES, the households are
statistically selected to represent those ln metropolitan areas, cities of various
sizes, rural farm and nonfarm areas in all parts of the U.8.

2. In our September 19 memorandum we focused on only the simple cash
assistance aspects of the two welfare programs. This was done in order to make
the comparison more manageable. As we indicated then, the data needed for
the development of precise magnltude estimates for all aspects of the alterna-
tives are just not available. Very little is known, for example, about how the
poor ‘‘spend” the Earned Income Tax Credit. Furthermore, there 18 apparently
some uncertainty about just how large (in terms of cash outlays) the proposed
Employment and Training Program will need to be. Our assumption, in the
September 19 memorandum, was that the positive food expenditure effects of
the proposed employment program, income tax credit, emerging assistance grant
and the child care deduction would likely be largely oftset by elimination of CETA
and WIN, extended unemployment compensation, the wrellhead tax revenues
and the approximately $1.6 billion other “offsets".

The August 6, 1977 welfare proposal does however add $2.8 billion to the
total welfare outlay. We actually only accounted for the food expenditure con-
sequences of about $1.8 billion of that increase. In the absence of better data, one
might reasonably estimate that about 80 to 35 percent of the additional $1 billion
would be spent for food (the proportion is resolved slightly from the 35 to
40 percent to reflect the changed nature of the transfer).

That would add about $0.8 billion to our September 19 estimate of total food
expenditures expected with adoption of the welfare reform proposal. The conclu-
sion, however, would remain unchanged: total food expenditures and therefore
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farm income will, for practical purposes, be largely unaffected by adoption of the
proposed program. Food expenditures for domestically produced foods and farm
income will ikely remain at about the $180 billion and $56 billion (1977 dollars)
level respectively.

Hopetully, the information provided is sufficiently detailed to answer your
questions. If not, or if we can be of help in any other way, please advise.

WioLiaM T. BoEHM,
Profect Leader, Consumer Economics and Demand Analysis,
National Economio Analysis Division.
Attachment. o

DOCUMENTATION ON EXPENDITURES OF PooR HOUSEHOLDS

The following chart shows the percentages of consumer expenditures that fami-
lies at two income levels devoted to food, housing, and other goods and services in
1960. Families designated as “poor”’ had family incomes under $3,000 in 1960.
“Well-oft” families had .family incomes of $15,000 or more in 1960. These data
come from the 1960-61 Survey of Consumer Expenditures and Income, conducted
by the Bureau of Labor Statistics. . , o

The chart shows that poor families spend a larger proportion of their income
on food, housing, and medical care—and a smaller proportion of their income on
transportation, clothing, alcohol, and recreation. - L .

HOW DO PEOPLE SPEND THEIR MONEY

{in percent] -

Poor ' Well off
7 10

1 2

2 . 1

2 5

7 12

9 [

9 15
T 28
23 28

Source: ‘‘Consumer Expenditures and income: Survey Guidelines," Bureau of Labor Statistics Bulletin 1684 (1971),
pp, 104-105, table 4-17, Presented in Browninf. Edgar K., ''Redistribution and the Welfars System,’’ American Enter-
prise Institute for Public Policy Research, Washington, D.C., Evaluative Studies 22, July 1975, p. 47.

PERCENTAGE DISTRIBUTION OF FAMILY EXPENDITURES BY INCOME CLASS, 1960

Money income class

Under $5,000t0  $15,000 and
Category §3,000 $7,499 over

PrrNme B3
SO RWN O e~
o aRasBS
O D e D bt (D it s

L T-To T/ L2 T2 O S
PepwonRBR

1 {ncludes shelter and other home-related expenses.

Source: “Consumer Expenditures and Incoms: Survey Guidelines,” Bureau of Statl i 3
e it A pe y Guldeli reau of Labor Statistics Bulletin 1684 (1€71)
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DreTary LEVELS or IHOUSEHOLDS IN THE UNITED STATES, SpriNg 1903

U.8. DEPARTMENT OF AGRICULTURE, AGRICULTURAL RESEARCH BERVICE

DIETS BY NUMBER OF NUTRIENTS
BELOW ALLOWANCES,*BY INCOME (percent)

Under $3,000 a7 \\\?:x '

N SONNN

\\\\ w"
$3,000-4,995 4 NN
N
$5,000-6,999 s \\l\\\\’ﬁ"’w
NONNE
57'000-9'999 5¢ &\\\Q\\:%
NN
$10,000 and over 63 &'&Qs&

[[J NoNE BELOW ALLOWANCES 1seeow  BXJ 2eeow B 3 OR MORE BELOW
- USS. HOUSEHOLDS, 1 WEEK IN SPRING, 1965
* RECOMMENDED DIETARY ALLOWANCES {1963)

U.S. DEPARTMENT OF AGRICULTURE Neg. ARS BN 34064 Agricultural Research Service,

VAR|OUS LEVELS OF INCOME WITH DIETS BELOW RECOMMENDED ALLOWANCES FOR CALCIUM, VITAMIN A VALUE,
AND ASCORBIC ACID

{In percent]

Diets below altlowences for—
Vitamin A Ascorbic
{ncome Calcium value acid
35 36 42
35 26 33
2 24
26 20 20
2% 18 i2

Some differences in the kinds of foods used at different income levels resulted
from household characteristics other than income. For example, larger propor-
tions of low- than high-income households lived on farms and were from the
South. Families with low incomes were smaller, on the average, and included a
larger proportion of elderly persons than those with high incomes. Furthermore,
some families have incomes that fluctuate from year to year, and such families
tend to maintain their usual food patterns even though their incomes fluctuate.
In the survey, households reporting temporarily high or low income probably
continued to use kinds and quantities of food typlcal of their usual food patterns.

Low-income households had greater returns in calories and most nutrients per
food dollar, on the average, than high-income households. Returns in ascorbie
acld were about the same for all incomes. Nutrients furnished by a dollar’s worth
of food and money value of food, by income :
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Value of

Food Vitamin food

ene| Calcium Avelus  Ascoibic  per persos

Income (cal) Protein () {mp) V)  acid(mg)  per week )
3,150 99 3,090 880 8 . 93

2,860 Q2 970 g‘, 320 80 ’g I

2,528 85 890 5, 990 & 8.78

2,380 Il 430 5, 0 .. 4 9.68

2,100 n 0 5180 2 1N 73

1 Includes food bought at prices reported by households, and foods home produced (ineludi
federally donated) vafued ttp retail pﬁg:ts Y oh shome p or racelved ss ¢ or pay "

A higher average return in nutrients per food dollar for low-income families
may not necessarily mean they consciously chose more nutritious foods than
families with bigh incomes. Low-cost diets usually include some foods that are
bought in large quantities for a relatively small amount of money. Several of
these foods—such as eariched flour and bread, some cereals, dry beans, and
potatoes—furnish substantial amounts of certain nutrients. A small part of the
food used by the lew-income families—representing about 3 percent of total
calories—was federally donated. In general, donated foods are thove that give
high nutrient return per dollar of value.

Despite the high nutrient returns for their food dollars, low-income families
more often than higher income families had diets that did not meet allowances,
partly because they did not spend as much for food.

URBAN AND RURAL

The percentage of good diets generally increased as income inereased for both
urban and rural households.

- Diets meeting affowances
Rural.
Incame Urbaa nonfarm Rusal farm
305 lo S350 8 2 i
$,000 tg Sg:m 54 5t 57
i? 000 to §9,999._... 5 58 56
10,000 and ‘over. 62 11 64

Foop STAMPS AND SPENDING ON Foop: THE EMPIMCAL EvIDEXCE

Proposed elimination of the purehase requirement in the Food Stamp Program
raises questions about its impact on food expenditures. Two effects are im-
portant: (a) the effect of the elmination of the purchase requirement on food
expenditures of households already perticipating in the Food Stamp Program;
(b) the impact on food expenditures of households mot currently participating
in the Food Stamp Program but who are induced to participate as a result of the
elimination of the purchase requirement.

There are no comprehensive studies on this tople, although scheeted pieees of
evidence are available. These pieces will be briefly summarized below,

FOOD EXPENDITURES OF FOOD STAMP RECIPJENTS

In a recent survey (the 1076 Survey of Income and Eduention, Burean of the
Census and DHEW), Food Stamp reciplents were asked whether thoy purchased
in a store more food in a month than could be paid for with feod stamps. Some
63 pereent of Food Stamp reciplents safid they purchased food over and above
the program coupon allotment, Virtually all of these households spent more
than $5 a month on food over and above the coupon allotment and 88 perecent
of Food Stamp recipients reported spending $26 a month or more above the
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nt on food.! For these 63 percent of recipients, the Food Stamp Program
?s“:to?emtducmg any higher food expenditures than would an equivglent cash
grant,

Preliminary date on food expenditures from the 1972-1973 Consumer Expend!-
turereSurvey (yCES) are avallable. They show that on average for various house-
hold size and income classes, food expend’‘ures for Food Stamp recipients were
generally higher than coupon allotments. ¥or the lower incomes, however, food
expenditures did not exceed allotments, aithough many of these_ households will
pay nothing for their Food Stamps whether the purchase requirement is elimi-
nated or not since their net eounwtﬁﬂfelncomes (1.e., groas income less the standard

nd work expense deductions) zero. o
? gtﬂizlng ?lf:ee CES data, Hoagland® estimated that 48 percent of the bonus
transfer was used to free income for non-food purchases while the remaining
57 percent goes toward food expenditures. These estimates show less freeing
of income tuan actually occurs since, if given cash, Food Stamp recipients would
have purchased some food out of their income supplement, that is, their marginal
propensities to consume food would not be zero, .

Another study using less recent data estimated that about 50 percent of Food
Stamp bonuses led to increased food expenditures, as compared with an esti-
mated 20-30 percent share to food out of cash.®

Several studies have estimated the extent to which spending patterns of Food
Stamp recipients are constrained. These are studles of the so-called cash equiva-
lent of in-kind income.* Cash equivalents were lowest for households with the
lowest fncomes, and averaged some 85 percent of government cost. These measures
cannot be easfly translated into food expenditure impacts. Moreover, they usz
out-of-date (1960-61) expenditure information and, in some cases, faulty estl-
mation techniques. -

Hymans and Shapiro studied food consumption-utilizing the Panel Study of
Income Dynamics. They found Food Stamp bonus values to be more strongly
devoted to food consumption than cash income. However, food subsidies were
“. . . sufficlently small as a source of income (even for the target giwoup) that
their effect on the income elasticity of food consumption is smail.””® A study by
Teh-wef Hu,* using a similar methodology, also found spending on food out of
cash {ncome. In fact, his estimated marginal propensities to expend on food out
of Food Stamp bonuses were 1.29, a theoretically unacceptable finding.

‘Another study utilizing food expenditure data from the Panal Study of Income
Dynamics found low-income households, including some Food Stamp households,
to have spent large fractions of their income on food (arouud 50 percent) in
1974 and this fraction grew from 19727

! These data are from preliminary tabulations by the Bureau of the Census using the
Survey of Income and ucation (8IE). The SIE is a sample survey of about 150,000
hounseholds conducted by the Bureau of the Census between April and uly 1976. The SIR
was undertaken in response to a Congressional mandate (Bducation Amendments of 1074
Section 822(a)) to furnish current data for each State with respect to the mumber of
school-age children llving {n families at or below the poverty level.

At W's request, additlonal income-related information was collected on the SIE.
Some of this information pertained to the Food Stamp Program. In addition to items such
such as reciplency and the total value of the stamps, households reporting that they
received food stamps were asked the following question :

“Does this household usually buy more food in a month than can be pald for with food
stamps, not including nonfood items or restaurant meals 2’

If their response was ":I they were asked :

“How much more i3 usually-spent on food ?

less than $B.

The numbers reported here are based on freumlnnry tabulations of the responses to
these questions by the 10,302 survey households who reported recelving food stamps.
tu:‘Cog_gr.ejssioz;al ?g#et Office, The Foéd Stamp Program : “Income Or Food Supplemen-
on ?”’, January f
} Economic Research Service, USDA, “Bonus Food Stamps and Cash I le-
ments”, Marketing Research ltemrt No. 1034, October 1974, P =2t Tacome Bupple
D ;1 g%nmartes can be found Peskin, “In-Kind and The Measurement of Poverty”,
_$Hymans & Shapiro, “The Allocation of Household Income to Food Coh tion’
Five Thousand American Families—Patternes o!“l.’montc Progress, Volum: l'l??guo.n o
“$Teh.wet Hu et. al., "'Expenditure Patterns of Welfare Households, Aged Households,
;;l‘;lr cthlss_?}ed Households,” Prepared for SRS and S88A, Grant No. 10-P-86078/8-01,
T Greg Duncan, “Food Expenditure Chan Between 1072 and 1974” in Pive Thousand
American Familles-Patterns Of Eoconomio Prq:;ruo, Volume IV, 1976. o Five Thous
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FOOD EXPENDITURE IMPACTS OF XILIMINATION OF THX PUROHASE REQUIREMENT

The studies summarized above provide empirical evidence supporting the state-
ment that elimination of the purchase requirement will lead to & reduction in
food expenditures of households currently participating in the Food Stamp Pro-
gram. Probably the best of these estimates is that from the Survey of Income and
Education, mamely that 63 percent of Food Stamp reciplents are already spending
more on food than the coupon allotment and should bave no reduction in food
expenditures. This leaves some 87 percent of current recipiente whose food
expenditures might decline. Of these, some will be made ineligible by new pro-
gram rules, primarily the poverty line cutoff and standardizati»n of deductions,
and others will pay nothing for their stamps since countable incomes are zero;
any change in their food expenditures cannot be attributed to edmination of the
purchase requirement (EPR). Perbaps only a quarter of current recipients are
then likely to be affected by EPR.

How much their food expenditures might decline is unknown. At thie point,
we do not know by how much their stamps will be reduced as a result of EPR
as we do not know how they are distributed by income level and household size,
Since low-income households spend their money much like other households, as
can be seen on the attached graph, food expenditures of these households
shouldn’t be greatly altered. . .

In terms of impacts on aggregate food spending, some, if not most, of the reduc-
tion in food expenditures of affected program participants (numbering around
4 million persons) will be offset by increased food expenditures of households
induced to participate by EPR (estimated at around 8 million persons). The
latter households may well be those with unusually low food expenditures either
as a result of high non-food needs or low incomes. In short, the dowaward
impact, If any, on aggregate food expenditures as a result of EPR is not likely
to be sizeable. Nutrition impsacts, if indeed there are any, will mirror the changes
in food expenditures.

"RESULTS OF PANEL STUDY OF INCOME DYNAMICS

The Panel Study of Income Dynamies conducted by the Michigan ‘Survey
Research Center in 1975 found that 71.3 percent of the food stamp households
interviewed spent more than their food stamp allotment on food. This figure
is similar to the 63 percent figure discloted by the Survey of Income and
Education, -

U.S. DEPARTMERT OF AGRICULTURE,
EconoMIo RESEARCH SERVICE,
Washington, D.0., Septembder 19, 1977.
Subject: Farm Income Consequences of Food Stamp Cash-Out.
To: Carol Foreman, Assistant Secretary for Food and Consumer Services,

The proposed Better Jobs and Incomes Program would eliminate the Food
Stamp Program (FS8P), Ald to Families with Dependent Children (AFDO),
and Supplemental Security Income (SSI). In their place would be a new program
emphasizing jobs and simple cash assistance.

OLjectives of the F'SP, in particular, include the improvement of diets for the
poor and support of farm income. Elimination of the program, therefore, raises
questions about what impacts such an action would have on food expenditures
end farm incomes. The key question is how effective a cash transfer program
would be in increasing food expenditures relative to continnance of the F'SP.

The food expenditure—farm income consequences of the Administration’s
welfare proposal are difficult to ascertain, Simply put, the data needed for the
development of magnitude estimates are not now available, nor is enongh known

about human purchasing behavior. However, using what data are avaiible and

making what appear to be reasonable assumptions about behavior it is possible
to develop estimates for the domestic economy which indicate the expected
direction of change. ‘

Total expenditures for domestically-produced foods (excludes imported foods
and fish) are expected to be $180 billfon in 1977. Of this total, $20 billlon (16
percent) i8 attributable to purchases by households with incomes below $5,500
per year (approximate level for poverty households). The current programs
(FSP, AFDC, and 8S8I) are thought to account for about $7 billion (less than
4 percent) of the total zxpenditures.

The 1077 Food and Agriculture Act authorizes elimination of the food stamp

- purchase requirement. While this provision will simplify program operations
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and make it easler for some households to participate, it will likely affect the
program's potential to increase fodd expenditures. At comparable levels of assist-
ance ($17.4 billion), the demand expansion potential of the 1978 programs would,
therefore, be about $6.56 billlon (1977 dollars). Total food expenditures would
be $179.5 billion. Farm value would be $55.8 billion, down slightly from the
present $36 billion. - - .

The Administration’s welfare reform proposal authorizes a cash assistance of
$190.2 billion, $1.8 billion more than present programs,

Assuming participant households spend 35 to 40 percent of this cash grant on
food (an estimate based on Bureau of Labor Statistics Consumer Expenditures
Survey data), total food expenditures would remuin unchanged at $179.5 bil-
l{on. Farm value would be $55.8 billion. The increased level of funding ($19.2
vs. $17.4 billion) included fn the welfare reform proposal partially explains why
food expenditures and farm income, for practical purposes, will likely be
unaffected by the change. This same amount of increase, of course, transferred
fn the form of free stamps would result in even more food purchasing and thus
farm income.

In developing such an estimate, ft {8 fmportant to consider the net effect from
changing five operational aspects of the programs:

1. The FSP is only one of the public assistance programs which influence the
consumption and purchasing of food by the poor. Under the welfare reform pro-
posal the special feeding programs (National School Lunch, Summer Food Serv-
dce, Specirl Mtlk, ete.) remain intact. Therefore, to obtain an estimate of the
total food expenditure consequences implied by passage of the welfare reform
proposal, it is necessary to consider the impact of changes in all programs in-
cluding the proposal elimination of the present cash assistance programs (SSI
and AFDC).

2. Historically, only about one-half of the more than 12 million technically
eligible households (35 million individuals) have participated in the FSP. Even
with the purchase requirement eliminated, estimates are that participation will
not exceed 65 percent of those eligible (CBO estimate). In contrast, the Adminis-
tration’s welfare reform proposal is expected to impaect 14 million of the poten-
tially eligible households. Some of the cash distributed to those households not
now participating fn the FSP will be spent for food and this must also be
considered.

3. Food coupuns do not increase food purchases on a dollar-for-dollar basis.
While all stamps {ssued must be spent for food, the distribution of stamps, with
or without a purchase requirement, enables households to divert some of the
cash previously spent for food for nonfood purchases. On the other hand, while
not as effectively, simple cash transfers do influence food purchases. Historical
data indicate that poor households spend about 35 to 40 percent of each addi-
tional dollar for food. Calculation of the overal impact of the proposed transi-
tion to all cash transfers must constder beth aspects of purchasing behavior.

4. Food expenditures by households earning less than $5.500 per year, with
the FSP in effect. account for about 16 percent of the total $180 billion spent
for domestically-produced foods. Those households’ expenditures generate about
$9 billion of the total $56 bililon farm value. Farm value of the demand expan-
sion by the FSP s estimated at about $1 biltion. Alt programs inerease
demand by about 2.25 billion. Therefore, while some adjustment in the opera- - -
" tin of public assistance programs for food may be of major consequence to those
pnor households who particlpate, the potentla} for such changes to generate
wide fuctnations in farm income-is minimal.

The development of these impact estimates required the anatvsis of data
and use of simplying assumptions not specifically outhned {n this memoran-
dum. We would be pleased to review these with vou or any member of vour
staff. If we can be of further assistance, please advise.

Yornx B, Irr,
Direotor, Nationel Economic Analysis Division.

SUMMARY OF SURVEY ON THR IMPACT OF THE F00D STAMP 1N PUERTO Rico-—
Case STUDIES IN MoCA, GUAYAMA, AND BARRTO OBRERO -

Thig stitdv reports on the results of two surveys done in three arean of Puerto
Rico in 1974 and 1975. The first survey covered food retailers and wholesalers,
171 establishments in 1974 and 155 in 1975. The second survey included house-
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holds certified as eligible to participate in the ¥Food Stamp Program. In 1974,
562 households were included and in 1975, 483.

The 1974 surveys were taken before the Food Stamp Program was implemented
in the areas studied, and the 1975 surveys were taken after the program had been
in operation for one year. The intent was to assess the impact of the program
on food sales and on household expenditures for food.

Retail Food Sales

Between the 1974 and 1975 surveys, there was a dramatic increase in food
sales for retailers in the areas surveyed. Allowing for the general rise in food
coste, retail food sales increased by 20 percent between the two surveys. Since
there was no significant increase in consumer income, this increase in food
demand can be attributed to the Food Stamp Program.

This increase in demand did not bring about a corresponding increase in food
prices, however. Food prices in Puerto Rico rose about 7.8 percent between the
two surveys, a figure similar to the percentage increase in food prices on the U.8.
Mainland. .

Houschold Expenditures for Food

This study estimated that for every dollar of bonus food stamps provided to
participating households, food expenditures increased by 40 cents. The other 60
cents replaced household income previously spent on food.

This displacement effect is due in part to the very low incomes of Puerto Rican
households. Only a very few households in the sample in 1974 and 1975 had total
income above the 1970 poverty level. Unemployment on the Island is very high—
20 percent in 1976. The survey also showed that of those heads of food stamp
households who were employed, nearly balf were employed on a part-time or
temporary basis.

[From the Monthly Labor Review, December 1974)
TaE 1972-73 CONSUMER Exrmxnr_man SURVEY

{By Michael D. Carlson)

Periodically, since 1888, the Bureau of Labor Statistics has conducted surveys
of consumer expenditures, savings, and income. These surveys have been the
only comprehensive sources of detalled information on expenditures, income,
and changes in assets and liabilities related to the soctoeconomic and demographic
characteristics of families ifn the United States. The Consumer Expenditure
Survey of 1972-78, the eighth major survey of this type, and the first since
1960-61, extends this tradition. T'nlike previous surveys, the collection of data
was carried out by the U.S. Bureau of the Census under contract to the Bureau
of Labor Statistics. Past surveys have been designed to meet g great variety of
user demands. The 1972-73 survey was undertaken in part to revise the weights
and associated pricing samples in the current Consumer Price Index, and in part
to help meet the need for timely, accurate, and detailed information of how
American families earn and spend their income. Satisfying these two objectives
is particularly important {n view of inflation and rapid economic change.

The revised index i3 expected to be ready for release in April 1977. The survey
results will begin to appear in 1976 when the necessary processing of the volu-
minous body of data is completed.

_ __ DEBIGN OF THE 1972-78 BURVEY

"Purpose and uses.—The design of the 1972-73 Consumer Expenditure Survey
departs from the past in its collection tecAniques. The new design does, however,
provide continuity with the content of the Bureau's prexlous surveys. Many of
the previous experditure surveys have been conducted to provide new -xpendi-
ture weights for the Consumer Price Index and to establish a framework from
which the selection of a sample of items to be priced for the CPI could be made.
Revision of the Consumer Price Index remains a primary reason for under-
-taking such an extensive survey but other uses of the data have become increas-
ingly important. (See exhibit 1.)

23-935—7S——14
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ExuiBir 1.—Uses of data from the 1872-18 Oonsumer Eapenditure Survey

Activity Specifio uaes
Revise welghts in Consumer Select a new market basket; reflect the current
Price IndeX. cececama—o distribution of consumer expenditures; reflect

the current composition of the population; re-
flect the geographic location of the population.
Evaluate economic policles.. Determine the influence of prices; determine the
rate of growth of income; assess the effects of
various types of taxes; analyze varlations in
levels of living among diverse socloeconomic
groups and in different geographic locations;
and assess the impact of economic policy on

household consumption.

Econometric analysis..__.__ Provide data for use in models to estimate con-
sumer demand and income,

Social welfare planning_____ Provide governmental and nongovernmental agen-

cies with data relating to social problems such
as health care, low-income families, and the aged
population.

National consumer accounts Supplement data available for use in compiling
etimates of gross national product (GNP) and
the personal consumption component of the GNP.

Family budgets_..._________ Provide a base for developing the data necessary
to produce standard family budgets.
Market research___________. Supply basic data needed for analyzing various

markets for products and services.
Conigumer information and I’rovide information on which to base studies of
counseling . ___________ typical spending and saving patterns of Awmeri-
can families and provide information needed to
assist families in the analysis of their household
budgets.

Types of surveys.—The 1972-73 Consumer Expenditure Survey consists of
two separate surveys each with its own questionnaire and sample: (1) a quar-
terly panel survey in which each consumer unit® in the sample is visited by an
interviewer every 8 months over 186 months, and (2) a diary or recordkeeping
survey completed at home by the respondent for two 1-week periods. This design
differed markedly from that of all previous surveys, including the most recent
one (1960-61). In that survey, a one-time questionnaire covering a years’ expend-
ftures was filled out by a Bureau of Labor Statistics interviewer who also
completed a detalled supplemental schedule covering 1 week of food and other
purchases.

Acting as agent for the BLS, the Census Bureau conducted the first year of
the quarterly survey between January 1972 and March 1973, Interviewing for
the second year ran from January 1973 to March 1974, The first year of the diary
survey covered the period from the last week in June 1872 through the third
week of June 1973. The second year covered the period from the last week in
June 1973 through the third week of June 1974.

It 18 estimated that the quarterly survey obtained detalled data for 60 to 70
percent of total family expenditures. Aggregate estimates, for example of food
and beverages, were used to collect an additional 20 to 25 percent of total
expenditures. The detail by item for these aggregate estimates was collected in
the diary survey as was the balance of total expenditures for inexpensive and
frequently purchased items not included in the quarterly survey.

All procedures conform to the confidentiality requirements of the Bureau of
the Census and the Bureau of Labor Statistics which prevent the disclosure of
respondents’ identity. Within this context, the cooperation of respondents was

1 A consumer unit Is defined as **(1) a family of two persons or more usually livin
together who pool their income and draw from a common fund for their major {tems o
expense, or (2‘J a single consumer who is financially independent of any family group. The
single consumer (or one-person family) may be living either by himself in a separate
housing unit: as a roomer in a private home, lodging house, or hotel ; or sharing a unit.”
The 1972-73 Consumer Expenditure Survey represents all noninstitutional consumer
unite living In the United Btates. All persons reslding at a selected sample address were
eligible for the survey except for periods in the lnrv? ear that they resided in mmtarz
osts, camps, or reservations (except for periods of 45 das or less for tralning wit

ational Guard or reserve units) ; in homes for the aged, asylums, jails, and similar
“‘long-stay” Institutes; or in foreign countries (except on vacations or business trips).
See Consumer Eosemf“um and Inoome: Burvey Guidelines, Bulletin 1684 (Bureau of
Labor Statistics, 1971), pp. 1-2.




193

excellent, Preliminary response rates for the quarterly survey indicate that 88
prercent of eligible sample units responded in 1972 and nearly 90 percent in 1978,
the percentages representing 9,914 units interviewed in 1972 and 10,158 in 1973.
For the diary survey, response rates were 80 percent in 1972 and 90 percent in
1973 with the percentages representing 20,892 completed 1l-week diaries in 1972
and 23,355 in 1973.

Quarterly survey semple.—The address sample for the quarterly survey * was
selected from data appearing in the 1970 Census of Population 20-percent tape.
This tape dealt with families that completed an extended or long form 1970
census questionnaire which contained some 80 housing questions and 41 general
questions about population characteristics. These returns were stratified on the
basis of tenure, size of primary family, and primary family income. Areas included
in the quarterly sample consisted of 218 primary sampling units (PSU) of which
162 were selected using probability sampling and 64 were selected primarily
because of the size of the population in the areas to be represented. The selected
primary sampling units included both urban and rural farm and nonfarm
populations and are either Standard Metropolitan Statistical Areas, single
counties, or groups of counties,

A final sample of 23,000 addresses was divided into two representative sub-
samples, one for 1972 and one for 1973. This split was undertaken in an attempt
to protect against a l1-year survey period which might colneide with abnormal
economic conditions. The sample was divided as follows: (1) The 30 largest
primary sample units were included in both survey years with one-half the
sample addresses included In each year; and (2) the other 188 units were paired
into two groups, one for each year.

Quarterly questionnaire.~-Testing if collection methodology was performed
by the Bureau of Labor Statistics and by the Survey Research Laboratory of
the University of Illinois. These tests and the experience of other countries
revealed that high quality data could be obtained in the Consumer Expediture
Survey, if questionnaires were tailored so that information on larger and more
easily recalled expenditures were collected by periodic recall and small less
expensive items were collected by day-by-day recordkeeping. It was this finding
that led to the creation of guarterly and diary guestionnalires. Furthermore.
the quarterly design took account of the notion that some items are easily recalled
over long periods while others are accurately remembered only over short periods.

The initial quarterly interview provided socio-economic characteristics of the
consumer unit, an inventory of major durable items, and data covering a great
variety of regularly purchased items bought since the first of the year.

Subsequent quarterly interviews continued the collection of detailed expenses.
In addition, in quarters two through five, global estimates for food and beverages
were obtained, permitting the possible integration with detailed food item esti-
mates collected by diary. Also, at the second quarter, a global estimate of con-
sumer unit income for the previous year was collected.

The fifth and final interview yielded information on housing expenses, work
experience, changes in assets and liabilities, expenses for most goods and services
previously requested, and estimates of consumer unit income. Data on the latter
involved highly detailed income information ranging from wage and salary
earnings by each member of the consumer unit to consumer unit totals of royalties
and realized dividends taken in cash from sources such as life insurance policies
or common stock.

The rationale for collection of detalled income and savings information in the
fifth quarter was based on the belief that interviewer rapport built up over the
vear would help to lessen the reluctance of respondents to cooperate in providing
such answers. As in other parts of the questionnaire, respondents were urged to
refer to records. With this in mind, the timing of the detalled income queries was
designed to coincide with the period during which respondents normally filled
in personal income tax returns,

As noted, the recall period for reporting data varied according to the difficulty
of recall for a class of items. Frequently purchased or relatively inexpensive
items such as clothing and utilities were collected each quarter. A 8-month recall
period was used for relatively expensive items such as furniture and small kitchen
appliances, A 12-month recall period was used for major appliances, real estate,
motor vehicles, and other items which are expensive or infrequently purchased.
A similar 12-month period was used to collect data on income, assets, and
liabilities. (See exhibit 2 for a sample page from the quarterly survey.)

! 8ee U.S. Bureau of the Census, “Study Plan for the Consumer Expend!lure Program

(Revised)”” (Unpublished paper, . 14, 1 '
I Rovls sumtm.p paper, Dec. 971), avallable on request from the Bureau of
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A mere Hsting of the broad areas of expenditures surveyed would provide only
cursory insight into the vast amount of detail collected. In the clothing section
of the questionnaire, for example, not only were the items of apparel narrowly
defined (dress shirts, sport shirts, work shirts, blouses or tops, other shirts),
hut age and sex codes were assigned for both purchases of clothing for family
members and gifts of clothing purchased for others. Data collected fn the house
furnishings and home appliance sections ircluded codes for new or used pur-
chases, and purchases financed in part by trade-ins were also identified. In addi-
tion, the quarterly survey collected detailed information pertaining to out-of-
town trips and vacations.
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When a family moved away from the sample address during the 15-month
interviewing period they were not followed to their new address, The interviewing
was terminated. New families which moved into sample addresses during the
survey period were screened for eligibility ang, if qualified, included in the survey.
Consumer units entering the survey after the first quarter were screened to
determine if the family existed as a consumer unit prior to moving to the sample
address, If it did. all expenses at previous residences during the survey year
were included in the survey. A special questionnaire was used for these replace-
ment families to facilitate collection of a complete record for their perifod of
ehigibility,

Diary survey.—The diary survey completed by the respondent was used pri-
marily to obtain expenditure information which was either not collected in the
quarterly survey or was collected as a global estimate, Expenditures for in-
dividual items i{n the areas of food and beverages and personal care products
and services are thought to be poorly recalled by respondents. The diary survey,
however, was not lmited to thnse types of expenditures, but, rather, included
a1l expenses which the family incurred during the survey week.

Prior to leaving a diary with a consumer unit, the interviewer firat collected
information on selected socioeconomic characteristics of members of the unit.
These would permit the diary to be linked to similarly classified schedules in
the quarterly survey. Each unit in the diary survey was then requested to main-
tain a daily record of all expenditures for 1 week omitting only out-of-town
expenses, :

: H1STORICAL NOTE oN CONSUMER EXPENDITURE SURVEYS

The Bureau of Labor Statistics first conducted a survey of expenditures in
1888-91 in order to provide the U.S. Government with living cost data for
American workers in connection with setting tariffs. The surveys of 1901 and
1917-19 wwere conducted in response to rapid price changes occurring at the turn
of this century and during the first World War. It was from these two surveys
that BLS first produced a Cost-of-Living Index which eventually evolved into
the current Consumer Price Index. The economic depression of the 1830’'s renewed
interest in consumer expenditure surveys. The 1933-36 Study of Consumer Pur-
chases, sponsored by BLS in cooperation with four other Federal agencies,
expanded the scope of previous surveys. The sample was designed to represent
all segments of the U.S. population residing in both urban and rural areas, thus
permitting general economic analyses rather than just analyses of selected
economie groups. During this period an Advisory Committee of the American
Statistical Assocfation, acting on a request of the Secretary of Labor, made
recommendations leading to & comprehensive revision of the then Cost-of-Living
Iudex. In order to make this revision. BLS in 1934-38 undertook a comprehensive
Survey of Money Disbursements of Wage Earners and Clerical Workers.

In 194142, BLS collaborated with the U.S. Department of Agriculture in a
nationwide survey of urban and rural families to obtain information on which to
base decisions affecting the U.S. civillan economy during the second World War.
In 1944, BLS sponsored a Survey of Prices Pald by Consumers, addressing a na-
tionwide sample of urban families. For each of the years 1846 to 1948, BLS col-
lected family income and expenditure information in one to three large U.S. cities.
Culminating with the 1949 Memphis Consumer Expenditure Survey, these surveys
tested a number of procedures being considered for a natfonwide urban survey
in 1950, The principal tests pertained to improving schedule designs and data
collection techniques such as diary account keeping or recall reporting or food
purchases: interviewer or respondent recorded schedules; variations on the
wording of questions, and question organization: and the effect of interview
revisits to balance accounts (in which annual family expenditures plus annual
net changes in assets and liabilities equal annual family income).

Improvements emanating from these tests were incorporated in the 1950
Survey of Consuwlier Expenditures. This survey was intended to permit revision
of weights and pricing samples in the Consumer Price Index; however, the
concepts involved in the survey samples and questionnaire anticipated a much
broader use of data for general economic analyses. (The term “Cost-of-Living
Tndex"” was dropped in Sepiember 1945 and replaced with the term *“‘Consumer
Price Index.”) Sample families were drawn to be representative of all classes of
consumers in 91 urban areas of the United States ranging In size from 2,500
inhabitants to the greater New York area with over 9 million. The survey ob-
tained reports from 12,489 consumer units which represented a cooperation rate
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of over 76 percent. Dissemination of the 1950 data was made in 19568 in coopera-
tion with the Wharton School of Finance and Commerce of the University of
Pennsylvania. Eighteen volumes of statistical tables were published with the
aid for the first time of electronic data-processing equipment.

The most recent Consumer Expenditure Survey sponsored by the Bureau of
Labor Statistics covered 1960-61. This survey was the most ambitious of its type
ever undertaken by BLS up to that time. Extensive testing of collection methods
was made during a pilot survey conducted in 1959 in Cincinnati, Ohfo. Concur-
rently, the Bureau began consultations with advisory committees of the Office
of Statistical Standards of the Bureau of the Budget (now the Office of Manage-
ment and Budget), the U.8. Department of Agriculture, other government agen-
cies, and numerous private organizations planning to use the results of the
survey.

As in the past, the major justification of the CES was to support a revision
of the Consumer Price Index. However, the growing interest of market re-
searchers, government officials, and other private users in current detailed con-
sumer expenditure and income information had an effect on the scope and coverage
of the survey. A total sample of 17,2883 living quarter addresses (with an alternate
for each) was selected from both urban and rural areas of the United States
with 16,987 of these producing full-year consumer units eligible for scheduling,
with 13,728 usable schedules being obtained from the eligible units. (Usable
schedules were those consumer unit reports which met certain criterla for data
screening, consistency, and completeness.) The “cooperation rate” was over 80
percent. Those sample returns enabled the Bureau to generate estimates of
consumer unit expenditure behavior at various geographical levels classifled by
a host of family characteristica. ) -

Two basic questionnaires were used to obtain the required data. All information
on income, savings, and expenditures with the exception of food detail and related
purchases was collected by annual recall schedules administered by interviewers.

After completion of the food section in the annusl expenditure record. inter-
viewers completed & supplementary 7-day recall questionnaire designed to obtain
details on food and related purchases made in the week preceding the interview.

In 1962, after extensive screening and processing, the Bureau began publishing
tables derived from the survey. In 1965, the Bureau also made avallable for
sale a general purpose computer tape of the survey data to service the needs
of the analytic, research. and marketing community.

Diary sample.—The 2-year diary sample consisted of a separate panel of 27.000
households. The sample design was identical to that used for the quarterly survey.
The diary survey yielded more than 40,000 1-week completed diaries over a 2-year
period. From these diaries, data are being compared and in some expenditure
areas will be integrated with quarterly survey data.

The sample for each vear of the diary was divided into 52 weekly suhsamples
R0 as to cover the entire year and to expose seasonal variations in expenditure
patterns. The weekly sample was expanded during the December holiday season
to reflect the rise in family expenditures for items generally bought only during
that period.

Diary queationnaire—The diary questionnaire was divided by day of purchase
and by broad classifications of goods and services—meat, flsh, and poultry;
laundry and diaper service, heauty and barber shop; household help, babysitters,
and =0 on. This hreakdown was used to aid the respondent when recording daily
purchases. It nlso facilitated the coding of individual purchases so that meaning-
ful aggregates and subagerezates of individual purchases could be presented in
tables. The respondent was instructed to record a detailed deseription of the goods
or services purchased, for example, milk : whole, skim. half and half. chocolate,
condensed, and so forth. This detail was required in order for items to be repre-
sented in the Conrumer Price Index nccording to thelr relative importance, (See
exhibit 3 for a Rample page from the dlarv snrver,)

Within the category food and beverages for home consumption, information
was requested on the number of units purchased. net weight of volume per unit,
trpe of packaging (fresh. frozen. canneds packaged). and total cost. For mesls
and snacks purchased at a restaurant, carryout. and so forth. information was
reanested on kind of purchnse. type of ontlet, and total cost inclnding tips.

For drugs or medical supplies the respondent was requested to indicate whether
the item purchased was prescribed by a physician. Information was requested
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regarding the age and sex of individual members of the consumer upit for whom
clothing purchases were made. Rent, utility, fuel, phone, and insurgnce expenses
were collected in relation to the period covered by the expense, All gifis to persons
outside the consumer unit were speciaily noted. .

The data collected by the diary survey was subject to detalled classification by
the computer. More than 1,700 separate codes were developed to differentiate
purchases by class and description.

At the end of the first week, the intervlewer picked up the diary, reviewed the
entries, clarifled any questions, and left a second diary for the following week.
At the end of the second week the interviewer again collected the diary.

At this time, the Interviewers also collected information on the work experience,
occupation, industry, retirement status, and member earnings from wages and
salary, net income from business or profession, and net income from one’s own
farm. Family income from other sources—retirement annuities, esiates, trusts,
dividends, interest, alimony, and Federal and State payments under public assist-
ance and unemployment and workmen’s compensation—was collected. This will
permit determination of the eligibility of the consumer unit for inclusfon in the
population covered by the Consumer Price Index. Also at the end of the week,
followup was made to ingure that the 2-week expenditure report was as complete
as possible,

PROCESSING THE DATA

After all the data were collected in the guarterly and diary surveys, the problem
of processing it came to the fore. One reason for the lead time between the com-
pletion of the data collection and the dissemination of the data in large-scale
expenditure surveys is the necessity to carefully screen, code, and—where appro-
priate—adjust the data collected. In the 1972-73 expenditure survey, responsi-
bility for these operations was shared by the Bureau of the Census and the Bureau
of Labor Statistics. The BLS had sole responsibility fn all previous surveys. The
Census Bureau will provide as clean, that is, error-free, and complete a data base
as possible. The BLS will take this data and adjust it as necessaty to meet the
requirements of the revision of the Consumer Price Index as well as to produce
annual family income and expenditure data.

Exneir 8.—A SAMPLE PAGE FroM THE DIARY SURVEY
Please provide the following information when recording these {tems:

FOOD AND BEVERAGES

Milk—Specify if whole, skim, half and half, chocolate, condensed, etc,
Cheese—Specify if solid cheese, cheese spread, or cheese dip.
Bread—Specify if white, whole-wheat, rye, pumpernickel, etc.
Beef—Specify the cut and describe, such as round steak, sirloin steak,
ground beef, prime ribs, ete.
Pork—Specify the cut and describe, such as loin roast, fresh whole ham,
spareribs, bacon, etc.
Chicken—Specity if fryer, broiler, parts (sold separately) or other chicken.
Soft Drinks—Specify if cola or other type. If not cola, specify if carbonated
or noncarbonated.
Coffee—Specify if instant or ground ; if ground, indicate if in bags or cans.
Tea—Specify if instant, tea bags, or loose.
Sugar—Specify if white, brown, granulated, confectioners’, or powdered.
Cereal—Specity type (corn flakes) or brand name.
Flour—Specify if white, all purpose, cake, whole-wheat or other flour.
Detergents—Specify if for laundry, household cleaning, or dishwasher and §f
liquid or powder.
mDotc;tor bills—Specify type of doctor visited, such as general practitioner, intern-
, ete,
Dentist bills—S8pecify the type of work, such as extractions, teeth straightening,

ete.
Toys—Specify, such as games, electric train set, doll, ete.

*For a discussion of population coverage of the Consumer Price Index. see Julius
§3§;klig.7“‘ggdﬁh the &nlnmer Price Index—an overview,” Monthly Lobdor Rerie:c,
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Operationally, the Bureau of the Census is responsible for clerical editing and
coding of the data, for estimation of population parameters, and for a number of
critical ecomputer edits and adjustments. A number of detailed computer edits
and adjustments will then be done by the Bureau of Labor Statistics.

Yixtensive manual operations had to be performed in order to translate itemn de-
scriptions in the diary survey into machine codes. In some cases, respondents gave
incomplete descriptions for items purchased. Special group codes were developed
in order to identifs these items. At n later stage of processing at the BLS, these
items will be statistically allocated among the detailed codes making up each
group. Screening operations were performed to insure diaries contained consistent
and accurate responses. Some 70 separate checks for each diary were made.

The Bureau of the Census instituted strict key-punch verification procedures in
an attempt to minimize errors of both omission and commission. The Bureau of
Labor Statisties supplemented these procedures with additional updated screen-
ing and performeqd statistical tests to expose extreme values. Such values were
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cross-referenced with the actual entry reparted in the diary and where discrip-
ancies existed, updates were performed. The final data tape will then be used to
produce test tabulations of expenses by various family characteristfes. Ultimately,
final tabulations will be specified from these preliminary tabulations.

PUBLICATION AXND TAPES

With all the processing completed, the initial tabulatfons from the 1972-78 ex-
penditure survey will be used to revise the Consumer Price Index. After the needs
of the CP1 are met, the Bureau will then publish tabulations of the data as well
a8 make available for public use, magnetic computer tapes containing the dis-
aggregated CES data. Release of these statistical reports and tapes which will be
available to any interested person or organization is scheduled for mid-1976. BLS
will continue to follow its non-disclosure policy which will guarantee the con-
fidentiality of the data collected from the individual respondents while allowing
users access to microeconomie detail. In part, the BLS policy on the statistical re-
ports i8 to make the tables comparable to those produced for 1960-61, insofar as
that is possible.

The statistical reports will present averages for major componeuts of family
spending and income for consumer units classified by characteristics such as: fam-
tly income after taxes, family size, age of family head, occupation of head, type of
housing tenure, education of the head, race, family type,* and number of full time
earners. While the list of characteristics 18 still being developed, it is known that
some of the above characteristics will ultimately be used in cross-classified sum-
maries. In many instances, the percentage of families reporting expenditures, in-
come, or savings will accompany the tabulated data. As in previous expenditure
surveys, the averages and percentages in all statistical tables will be hased on all
families in each class, The statistical reports will include measures of sampling
error.

Future articles on the Consumer Expenditure Survey will analyze the economic
significance of the data collected and trace the historical changes in patterns of
expenditures and in demographic characteristics. A bulletin documenting the
planning, operation, and evaluation of the survey is scheduled for publication
after the statistical reports have been issued.

Senator MoyxtHAN, A last question, which is speculative and on
which you do not have to go any further than you think prudent, or
the limits of your own information, is whether the national program
that the President has proposed, which will certainly level the great
disparities in available public assistance and employment between dif-
ferent jurisdictions, might very well lead to some reverse migration
from city to countryside.

I wonder if ycn have thought about that and, in particular. T won-
der if yon have given any thought to the impact of the food stamp
program on the migration to and from the Commonwealth of Puerto
Rico. The specunlation has it—I have not seen any data—that the re-
versal of the migration to the mainland about 6 vears ago. followed
fairly directly upon the establishment in Puerto Rico of food stamps
nnder the previons adninistration—and that Secretarvy may not have
thought that food stamps belonged in his Department, bnt he certainly
brought about a tenfold increase in the program, did he not ?

Ms. Forearan. Well, sir. T think the situation with the economy. the
high nmemplovment and the rapid increase in food prices was respon-
sible far the increase in the food stamp program during the years
1978 to 1976,

¢ Concumer Expenditure Survev consumer units will be clarcified Into several types on
the hacia of the relationshin of family members and the ace of the chilAren of the honse.
hold head. The tenure classifieation differentiates between ennsumer units which reside
{n owner-occupfed honsing and those which reside in rental units.
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Senator MoyNiHAN. Say that again?

Ms, ForemaN. The increase in unemgloymenb and the very rapid
increase in the cost of food between 1972 and 1976 appear to be the
factors responsible for the ve at increase. ,

Senator Moynman. How did they do that¥ : )

Ms. . ForeMaN. Because this is an entitlements program that is
geared to increases in the cost of living and because of increased un-
employment, larger numbers of people were eligible to participate in
the program. There were no great. substantive statutory changes made
during that period. ‘ o :

“Senator Moynman. Well, I will not pursue the matter. I thought
that in 1970 there was, but—— ‘ - -

Ms. Foreman. Well, I am saying 1972 to 1976. ‘

Senator Moy~raAN. But I am talking about the changes in 1970.

Ms. ForEMAN. Yes, sir. You are correct in that. o

Senator Moy~N1HaN. Have you thought about the matter? There is
no reason you should have, but do you think that there was an impact
on migration in the one case we can really——

Ms. ForemaN. Mr. Greenstein has a couple of comments on the
Puerto Rican situation. ‘ _

Mr. GreensTEIN. We will go back and check if we have any actual
data on the migration issue. There has been certainly speculation——

Senator Moy~1HAN. The migration data is easily got.

Mr. GreexsTEIN. We can certainly look at that. You are certainly
right that in the 1969, 1970, 1971 period, the changes made in the
food stamp program at that point were significant in the southern
part of the country. The food stamp program went to national eligi-
bility standards for the first time, and I remember looking several
vears ago at what this did to eligibility standards in the South, and at
the point when national eligibility standards were instituted, I think
there was an average increase from something like $250 a month for a
family of four up to $360 in the net income limit, which was substantial.

In South Carolina, I recall that the income limit for food stamps
doubled at that point.

Senator Moy~N1HaN. Right.

Mr. GReeNsTEIN. So there were major changes then. I am not aware
of any data that we have right now, but it could be a factor in a migra-
tion issue. :

In terms of Puerto Rico, again, T am not aware of any specific
migration data. We do have a study that looked at food prices in Puerto
Rico. There was some concern that when the food stamp program
entered Puerto Rico in a large way that the additional demand for
food created by the additional food stamps might cause an increase in
the inflation of food prices in Puerto Rico. The study showed that this
was not the case, and it is a very interesting study, showing that there
was marginal, or no effect. on food prices and on inflation in Puerto
Rico as a result of the expansion of the food stamp program.

But, of course, what we do know in Puerto Rico is that we have a
somewhat skewed situation in which AFDC and OABD benefits. are
very low, food stamp benefits are comparable to those in the United
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States, and we have a situation where, for low-income people, a very
high percentage of their total income 18 in the form of a food stamp,

which is not a very rational situatioh.’ _

Senator MoyN1nan. Right. You have a majority of the population
in Puerto Rico receiving food stamps? = o

Mr. GReensTEIN. It has dropped some. I think it is now slightly
under half, but close to half of the population is on the food stamp
program, , . o

Senator MoyNtaan. Well, would you give us that cost of living
study. We would appreciate that ; and maybe you could give us & table
of migration, noodle the numbers around for an afternoon, and see if
anything occurs to you. . .

Mr. GreensTEIN. We will be glad to.

[The departmental respcnse follow:]

Food STAMPS AND MIGRATION—THE PUERTO RICAN CASE

The migration stream between the United States and Puerto Rico for the eight
year period 1969-1976 showed an abrupt change in direction in 1972, Between 1969
and 1071, there was a net outflow of 104,006 Puerto Rican cit{zens to the United
States (see table 1), In 1972 there was a dramatic shift from net out-migration
from Puerto Rico to net in-migration. Thirty-eight thousand persons from the
United States came to stay in Puerto Rico in that year, which was a net change
of 55,000 persons from the previpus year. Between 1972 and 1976, 98,000 persons
have shifted their residence from the United States to Puerto Rico. Eighty-three
percent of these, or 77,000 persons, changed their residence in the 1972-1974 period,
and only 16,000 changed residence in 1975 and 1978, after the introduction of the
Food Stamp Program in July 1974. '

The large decrease in the net in-migration in 1975 and 1976 relative to 1972~
1974 was probably due to the high unemployment rates in Puerto Rico in 1975 and
1970 (sce table 2). Net in-migration to Puerto Rico fell from an average of 28,000
persons in the 1972-1973 period to an average of 8,000 persons in the 1975-1976
period. This decrease of 20,0600 persons, or 71 percent, occurred when the average
unemployment rate rose by 57 percent from 12.2 percent in the earlier period to
19.1 percent in the latter period.

The introduction of the Food Stamp Program in 1974 probably had an impact
in slowing the out-migration during the 1975 to 1976 perlod of high unemploy-
nient when the Program reached maturity in the level of participation, even
though on a net basis there continued to be some in-migration. Participation in the
Food Stamp Program in 1975 was about twice the participation in the Food Dis-
teibution Program for 1874 (see table 2). The average benefit per person was over
three times larger than that under the Food Distribution Program. The average
food stamp bonus in 1976 and 1076 was $25.31 and $28.64 per person per month
or $08.71 and $111.70 per household, respectively. Benefits under the Food Dis-
tribution Program were slightly over 37 per person or $27.30 per household. The
average gross monthly income for food stamp households was about $205 in both
vears which made the average bonus stamp value about 48 to 54 percent of gross
:nonthly money income. These benefits provided under the Food Stamp Program
suggest that the poverty status of the individual or household coincident with
high unemployment did not provide the same incentive to migrate to the United
States that it might have provided in years prior to the implementation of the
Food Stamp Program (see table 8). .

In summary, the data over the eight year period 1969-1976 suggest that reverse
wigration, from a net outflow of persons from Puerto Rico to a net inflow to
Puerto Rico, hegan at least two years before the introduction of the Food Stamp
Program in Puerto Rico. However, the benefits under this Program probably de-
creased out-migration.in 1975 and 1976 from what might have been expected from
the high rates of unemployment in Puerto Rico in this latter time period.
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TABLE 1.—PARTICIPATION RATES IN FOOD DISTRIBUTION, UNEMPLOYMENT RATE, AND NET MIGRATION FROM
PUERTO RICO TO THE UNITED STATES . . .

Net migration ¢

Food distribution ) (+) in-migration
for needy families Unemploymeot  (—) out-migration
Year ' (thousands) rate (percent) * (thousands)
LR 7 (O -12
§37 10.8 =15
552 11.6 -17
528 12.3 +38
558 12.1 +20
- 609 13.3 +19
Food stamp
) program
1975. ... et eeeveeneeemeeeemenans 11,090 18.2 . +9
1976 - e eeeeeeieacceneseemeaemcanaaes 1,564 20.0 +7

1 The next flow of passenger travel between the United States and Puerto Rico. See Estado Libre Asoctado de Puerto
Rico, Junta de Planificacion, informe Ecanomico al Gobernador, 1975, Santurce, P.R. Moreover, Mr. Don Starsinic of the
Census Bureau presented figures in close support to those found in the Informe Economico report. His data was developed
!u}mY passe;ger statistics of sirlines but also Included military air transportation passengérs up to 1972,

sarend,
1 Simple average of monthly participation levels,

TaBLE, 2—Monthly values of food distridbution program and bonus value of
food stamp program per participant for 1969-76

Food distribution program: Amount
1069 e e m e m——— e ————— $3.37
1970 o e et — e m e ————— 4. 18
107 e —mmm e — e mmm———m e —— 5. 02
10T e —————— e e 5. 86
1078 e e — e — e 7.24

TAOTd e ——————————————— e —m— e 7.26

Food stamp program:
10T e m——— e ———————————— e 25. 31
1976 e e ——————————— 28,64

TABLE 3.—PASSEMGER TRAFFIC TO AND FROM OVERSEAS COUNTRIES, FISCAL YEARS
11n thousands)

Arrival to  Departure to
Puerto Rico  United States
from United  from Puerto

Date States Rico Difference
1,494 1,506 12
1,447 1,522 15
1,479 1,49 17
1,605 1,97 ~38
1,712 1,692 ~20
1,799 1,780 —-19
1,631 1,622 -9
1,571 1, 564 -1

Junta de Planificaclon de Puerto Rico, Informe Economico al Gobernador, 1976, p, A-17.

Senator Moy~N1HaN, Well, we are running late, and we wanted to
ask you, Secretary Foreman, to give us the opportunity to express onr
appreciation to the Department of Agriculture for its work.

I have a series of questions which Senator Curtis asked me to sub-
mit to you, the answers to which may be provided for the record.

Ms. Forexan. We certainly will.*

* Ree Part 2, Appendix C.
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Senator Moy~NrtiaN. Finally, I would like to say that I think that
we have had a good set of hearings. After a weak start we have finished
strong, and my commitment, the commitment of this subcommittee
chairman, to the Presidents’ program remains undiminished. If any-
thing, it has been strengthened by the things we have heard today,
and we now await the actions of the House of Representatives.

With that, I will close these hiearings.

Ms. Foremax. Thank you.

[ Thereupon, at 12:35 p.m. the hearing in the above-entitled matter
was recessed and reconvened on Monday, April 17, 1978.]
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