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Michael Kerley, staff counsel, NALU ---------------------------- 906
Hoover Institution on War, Revolution, and Peace, Roger A. Freeman,
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and chief executive officer, Northwestern National Life Insurance
Company -------------------------------------------------------- 740
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Meskill, Hon. Thomas J., Governor of the State of Connecticut --------- 2007
Michigan University, School of Education, Hon. Wilbur J. Cohen, dean. - 2121
Minarchenko, Paul J., director of legislation American Federation of

State, County, and Municipal Employees, AFL-CIO ----------------- 1767
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Modlin, E. C., president, North Carolina Social Services Association;

accompanied by:
Beverly Heitman, chairman H.R. 1 Task Force of North Carolina.- 1700

Montoya Hon. Joseph M., a U.9. Senator from the. State of New Mexico. 1205
Moore, Florence, executive director, National Council for Homemaker-

Home Health Aide Services, Inc.; accompanied by:
Patricia Gilroy, executive director, Homemaker Service of the Na-

tional Capital Area, Washington, D.C ------------------------ 2491
Morrison-Knudsen Co. of Boise, Idaho, Lee E. Knack, director of labor

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

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

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

by:
Lawrence C. Morris, vice president, planning and -programing,

NABSP ----------------------------------------------------- - 2737
National Association for Mental Health, Hilda Robbins member, Public

Affairs Committee; president, Pennsylvania Mental Aealth, Inc., Fort
Washington, Pa ------------------------------------------- 2479

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

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

Ellis P. Murphy, director, social services, Los Angeles County, Calif.,
president, National Association of County Welfare Directors;

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

ties ------------------------------------------------- 1220
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National Association of Social Workers, Inc., Rev. Bernard J. Coughlin
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by:
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Leopold, M.D., commissioner, Department of Mental Health, State of
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National Coordinating Committee for Trade Union Action and Democracy,

Fred Gaboury, cochairman --------------------------------------- 1775
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University of California, Los Angeles; accompanied by:
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House of Representatives; accompanied by:

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

National Medical Association, Emerson Walden, M.D.; accompanied by:
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ative; accompanied by:
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National Urban League, Vernon E. Jordan, Jr., executive director ------- 2210
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Obey, Hon. David R., a Representative in Congress from the State of Pae
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H. M. Meredith, county social services director ------------------ 1303
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Rockefeller, fion. Nelson A., Governor of the State of New York; accom-
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Barry Van Lare,-- executive deputy commissioner, Department of
Social Services, New York State ---------------------------- 2144

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

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

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

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

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

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

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

Service Employees International Union, AFL-CIO, Richard E. Murphy,
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Paul Quirk, president, local 509, Boston, Mass ------------------- 1759
Shaker, William H., Delta Associates International ------------------- 2299
Sheppard and Enoch Pratt Hospital, Robert W. Gibson, Towson, Md_ ..- 2408
Shore Chester, chairman, Committee on Federal Legislation, Health and

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

Smith, Hon. Preston, Governor, State of Texas; accompanied by:
Raymond Vowell, commissioner of public welfare, and
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Smith, Richard S., welfare supervisor, Prince Georges County, Md.,
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Stoesser, P. Richard, chairman, Public Services Committee, Board of
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R. Jerry Bennett, chairman, Board of Cofimissioners; and
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Stone, Virginia, chairman, Executive Committee, Division of Geriatric
Nursing Practice American Nurses' Association; accompanied by:

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

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

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

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

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

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

Nancy Duff Levy --------------------------------------------- 2352
Ullmanh, Hon. Al, a Representative in Congress from the State of Oregon- 1292
United Presbyterian Church, U.S.A., William Thompson, stated clerk;
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Dorothy Height, vice president, National Council of Churches of
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behalf of the American Hospital Association; accompanied by:
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ington Service Bureau --------------------------------------- 2274
Washington Research Project Action Council, Miehael B. Trister; accom-

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

-Washington State Welfare Rights Organization, Mrs. Elaine McLean,
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Webber, Clyde M., executive vice president, American Federation of
Government Employees; accompanied by:

Stephen A. Koczak, director of research ------------------------- 1751
Weems, Samuel A., prosecuting attorney, 17th Judicial District, State of

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

Welch, George A., Area Resources Improvement Council, Benton Harbor,
Mich. accompanied by:

J. Howard Edwards, executive director, ARIC;
Roger Curry, executive vice president, Twin Cities Area Chamber of

Commerce; and
Andy Takacs, director, government and urban affairs, Whirlpool Corp. 1320

Wenzl, Theodore C., president, New York State Civil Service Employees
Association ---------------------------------------------- 2234
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Wiggins, Jack G., psychologist Cleveland, Ohio, member, Board of
Governors, Council for tile Advancement of Psychological Professions
and Sciences (CAPPS), and executive committee; accompanied by: "

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

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

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

County, Oreg.; accompanied by:
Patricia Ban;
Robin Derringer; and
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Wise, Hon. Henry A former member of the New York State Legislature.. 1626
Wolfbein, Seymour L, Chamber of Commerce of the United States of

America; accompanied by:
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Working Mothers United for Fair Taxation, Mrs. Gladys Kessler- ---. --- 1746
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accompanied by:
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Abzug, Hon. Bella S., U..S Representative from New York ------------ 2778
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Programs for the "Mentally Retarded, Ini_ .------------------------ 3318
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Alabama State Agency for Social Security, Edna M. Reeves, director ..... 3323
Allied Pilots Association, Martin C. Seham, general counsel ------------ 3445
American Association of Bioanalysts, Bernard Diamond, chairman,

Government and Professional Relations Council ------------------- 3406
American Association of Blood Banks ------------------------------- 3297
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American Association of University Wbmen, Mrs. Sherman Ross, chairman,

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

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

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

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

B. Harman, Jr., general counsel, ALC, and Kenneth L. Kimble, vice
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American College of Nursing Home Administrators, Donovan J. Perkins,
D.P.A., president ---------------------------------------------- 2860

American Insurance Association, T. Lawrence Jones, president ---------- 2558
American Medical Association ---------------------------------- 3242
American Nurses Association, Inc.:

Constance Holleran, director Government relations --------------- 2434
Eileen M. Jacobi R.N., Ed. D., executive director --------------- 3240

American Nursing ome 'Association of the Medicare and Medicaid
Programs, John K. Pickens -------------------------------------- 2528

American Optometric Association ----------------------------------- 2994
American Parents Committee, Inc., George J. Hecht, chairman --------- 2861
American Pharmaceutical Association -------------------------------- 3292
American Podiatry Association, Ernest M. Weiner, D.P.M., president....-- 3305
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Baroness Erlanger Hospital, E. B. Craig, controller, T. C. Thompson

Children's Hospital ----------------------------------------------- 2864
Beilenson, Hon. Anthony C., U.S. State senator from California -------- 2810
Bennett, R. Jerry, chairman, Board of Commissioners ---------------- 1319
Benson, Lucy Wilson, president, League of Women Voters of the United
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Bernardin, Most Rev. Joseph L.) general secretary, U.S. Catholic Con-
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Biaggi, Ion. Mario, U.S. Representative from New York--- -- ------ 2782
Biemiller, Andrew J., director, Department of Legislation, AFL-CIO.. -- 1825
Bigelow, John, executive vice president, Washington State Hospital

Association ---------------------------------------------------- 2985
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Blackburn, Clark W., general director, Family Service Association of

America ------------------------------------------------------- 3294
Blair, F. E., executive director Ohio Valley General Hospital Association- 2967
Bliss, Paul S., administrator, Seattle General Hospital ---------------- 2979
Blomquist, Paul, administrator, Grays Harbor Community Hospital ----- 2978
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of B'nai B'rith ..------------------------------------------------ 3094
Bromberg, Michael D., director, Washington Bureau, Federation of

American Hospitals --------------------------------------------- 2928
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Giaimo Hon. Robert N., U.S. Representative from Connecticut -------- 2790
Good Samaritan Hospital and Rehabilitation Center, Davict K. Hamry,

administrator -------------------------------------------------- 2984
Gottlieb, Donna, Brighton, Mass -------------------------------- 3100
Gould, Dr. John H., coordinator, M.I.C.-C. & Y. programs, St. Elizabeths

H ospital .........----......................................... 3102
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SOCIAL SECURITY AMENDMENTS OF 1971

WEDNESDAY, JANUARY 26, 1972

U.S. SENATE,
COMMITTEE ON FINANCE,

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

New Senate Office Building, Senator Clinton P. Anderson, presiding.
Present: Senators Long (chairman), Anderson, Ribicoff, Byrd, Jr.,

of Virginia, Bennett, Curtis, Jordan of Idaho, Hansen, and Griffin.
Senator ANDERSON (presiding). Senator Long will be a few minutes

late.
I am very happy to introduce my colleague, Senator Montoya. Go

right ahead.

STATEMENT OF HON. JOSEPH M. MONTOYA, U.S. SENATOR FROM
THE STATE OF NEW MEXIOO

Senator MONTOYA. Mr. Chairman and members of the committee, I
want to thank the chairman of the committee and the members for
affording me this time to testify on my amendment to H.R. 1 which
would provide an out-of-hoSpital prescription drug program under
Medicare.

I have a very lengthy statement which I would like to submit for
the record and then I will proceed to summarize the contents of that
statement.

Senator ANDERSON. That will be done.
Senator MONTOYA. There is no need for this testimony to be lengthy.

The committee members are well aware of the long history of legisla-
tion to provide a drug program and the startling large volume of
studies on the subject.

The distinguished chairman and Senators Nelson and Hartke have
established admirable records of interest in the problems inherent in
establishing drug programs.

I first introdved legislation to cover prescription drugs under
medicare in 1967. At that time it was in no way a new idea but had
been intensively considered in a number of forms for several years.
That amendment was defeated on the floor of the Senate by only two
votes. The rationale of the Congress and the administration at that
time was that the subject needed further study.

At the direction of Congress, the Department of Health, Educa-
tion, and Welfare proceeded to carry out an exhaustive study of
problems relating to the coverage of outpatient prescription medica-
tions under medicare. lOeiy conceivable aspect of such a program
was reviewed over a 20-month period by a special task force on prescrip-

(1205)
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tion drugs. This task force sought and received the advice, guidance,
support and criticism of more than 160 nongovernmental experts repre-
senting clinical medicine, pharmacology, pharmacy, medical and phar-
macy teachers, professional health organizations, drug manufacturers-
drug distributors, health insurance executives, and representatives
from -fields such as data processing, economics, law and a variety of
consumer groups. In addition, this task force worked closely with
members of various Federal and State agencies with knowledge useful
to the study, such as people who had had experience with State
formulary.

The results of all this work, time, and money I hold here in my
hand-five interim reports, five massive background reports, and a final
report which concludes in a clear and forthright manner:

... a drug insurance program under Medicare is needed by the elderly and
would be both economically and medically feasible; and the recommendation Is
that such a program be instituted.

This is by the task force organized pursuant to law by the Depart-
ment of HW.

This conclusion whs reached on February 7, 1969, nearly 3 years ago.
In a report to Congress, as required by the 1967 amendments, the Secre-
tary of HEW agreed with the findings and recommendations -and
urged Congress to consider the matter promptly. That was 3 years
ago.

When the new Secretary of HEW was named following the change
in administrations, unbelievable as it seems, another review committee
was established to examine the conclusions of the task force reports
and to review the study. This-the Dunlop Committee--again recom-
mended that implementation of a drug insurance program begin at
once. That was 29 months ago. There is still no proposal from the
adminismtrtion to carry out its own conclusions. It is clearly the re-
sponsibility of the Congress to implement this program which has
so long beenrecommended.

I should like to very briefly review for the committee the major rec-
ommendations of the task force report.

First, they recommended that a drug program be adopted under
Medicare. 1"

Second, they recommended that the program be operated under part
A, the hospital insurance program.

Third, they recommended that a vendor payment formula be utilized.
Fourth, they recommended that some kind of copayment be included

in the program and, finally, the task force recommended that the
program include a formulary.

Of course, there are many other very detailed recommendations
included in the report and the subsequent studies of it; but these four-
are basic.

Mr. Chairman, my amendment incorporates all of these recommen-
dations. Adoption of the amendment would provide for a program
which is based on the recommendations which resulted from all of
these years of study. It represents a part A program which, in turn,
permits the program to build upon the medical copayment and adds
the necessary cost controls of a formulary.

It retains many of the features of a formulary system contained
in some of the earlier drug benefit programs suggested to Congress.
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Basically, a formulary is simply a list of drugs organized in such a
way as to assist prescribers in making sound and rational decisions
regarding which drugs to prescribe for patients. In the case of most
drug benefit programs that make use of a formulary system, inclu-
sion of a drug on such a list also provides the initial basis upon which
benefit payments are determined.

I believe these basic provisions are significant improvements over
earlier legislation. It has been useful to have the benefit of these
studies. Now is the time to adopt them.

There can be little question of the need for this kind of program.
Nearly 25 percent of the 1.7 billion prescriptions filled yearly in the
United States are for senior citizens who constitute only about 10
percent of our total population. One needs only to quickly examine
the kinds of illnesses peculiar to the elderly to understand why their
consumption of prescription drugs is greater than the population at
large. Cardiovascular diseases alone create a need for ongoing out-of-
hospital treatment for countless numbers of senior citizens; and these
are people most likely to be living on severely limited incomes. They
are likely to have the fewest resources for paying the cost of drugs.
We have promised them relief. We have done nothing but study our
promise. We have even studied the study of our promise. For an
unknown number of our parents and grandparents we have literally
studied the issue to death.

Mr. Chairman, the only question left to be considered, it seems to
me, is one of costs. I have been trying since August to get an updated
cost estimate from HEW. I submit for the record my letter which
clearly asks them for a cost estimate which includes their basic assump-
tion. I have received no reply from the Department. It would seem the
administration prefers to.toss around wild cost figures without having
to defend them.

(The letter referred tp follows .}
JULY 2, 1971.

Mr. WILLIAM C. HsiAo,
Social Security Administration, Department of HealtI,.Education, and Welfare,

Washington, D.C.
DKAR Mr. Hs Ao: Last November, my Legislative Assistant Michaele James,

received a response from your office concerning a request for an actuarial
cost estimate of a prescription drug proposal for the aged. We now need a more
thorough estimate. It should include the determinative figures used in the for-
mulation of the final estimate. In addition, I will need a description of the as-
sumption upon which your office proceeded in arriving at a final estimate.

I would appreciate a revision of the actuarial cost estimate my office received
last November (I have included a-eopy of the proposed prescription drug bill
to assist your office). I woi ld also appreciate a financial explanation describ-
Ing how your office arrived the f M estimate, the basis used in that financial
explanation, and the assumptions upon which these basis was motivated. In
short, I would like a very complete report.

Respectfully,
JOSEPH M. MONTOTA,

U.S. Senator.

Senator MONTOYA. Many statements have been made regarding the
astronomical costs of a drug program and yet no cost estimate seems
to exist. This committee has also requested such a cost estimate; none
has been forthcoming.

I have had very troublesome experiences with HEW on cost esti-
mates in the past. I should like to submit that based on those experi-
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%_ces any estimate will 'be inflated. I have documentary proof that
their estimates have been inflated in the past, when we considered
this legislation in 1967. At no time have they taken nto consideration
the experiences of such programs after the initiation'of a formulary.
We therefore must assume that the costs will be less than we will be
asked to assume.

Furthermore, Mr. Chairman, although this program will un-
doubtedly be an expensive one, it is necessary. The increased wage base
incorporated into H.R. 1 should eliminate the financial catastrophe
currently faced by medicare. Our planning for expansion of the pro-
gram into this critical area should not, therefore, be inhibited by the
fear of deficits in the future. We must simply arrange proper priori-
ties for the Hospital Insurance Program. Drug coverage most cer-
tainly must have the highest possible priority.

Tliis legislation has been endorsed by many groups and organiza-
tions. These include the National Council of Senior Citizens, the
Advisory Council on Social Security, the American Pharmaceutical
Association, and the the Executive Council of the AFL-CIO. In each
case the program has been carefully evaluated.

The American Pharmaceutical Association, in particular, has done
years of study of drug insurance. They certainly represent some of the
greatest expertise in the country and their support has been most
welcome..

In this yeat', when this program has been introduced into the House
of Representatives by Congressman Obey, with 113 co-sponsors, it
seems to me that it is time to fulfill our promises to our senior citizens.

I might say that here in the Senate we have 23 co-sponsors of this
particular amendment, including Senator Anderson, Senator Ribicoff
and Senator Harris of this committee.

This legislation embraces the concept which the esteemed chairman
of-this committee brought to the forefront initially in trying to estab-
lish a national formulary.

The bill is designed to establish a formulary and such data under a
National Formulary Committee so that the prescribing doctors will
have compact information to prescribe the proper drugs under the
proper generic name.

The .CAIRMAN (presiding). Thank you very much, Senator.
I believe I voted for your amendment in the past and as long as we

are not paying two or four times too-much For the drug I would
favor providing drugs for those who need it. I think you and I tend
to agree that if you are buying these drugs on a bid basis you would
have no difficulty getting all the major drug companies to bid for the
business; and as a practical matter in spite of all the hocus-pocus that
they involve in this thing just calling it by some fancy proprietary
name doesn't make the drug a bit better. A rose is still a rose no matter
by what name you call it.

Senator MONTOYA. Under my bill the National Formulary Com-
mittee will conduct an evaluation of the different drugs under the
same generic name and so state in establishing the formulary.

Now, in line with what the distinguished chairman has said, I would
like to cite. one example for the committee, and tlwse examples are
rampant all through the drug spectrum.



1209

Now, let's take Prednisone. Examining the prices that the manufac-
turers charge the pharmacy, here is a glaring example: For example,
per 1,000, Merck Sharpe & Dohme charge $20.90. Parke, Davis:
$169.98; Schering: $170.

Well, under the formulary provided in my bill, they will establish
the quality of the different drugs and if they are of similar quality
they will have the low-priced drugs in the formulary and the very
expensive drugs go out of the formulary; and if they want to get back
in they have to compete pricewise. I predict that if my amendment is
adopted that we will achieve nationally a lower price of drugs, not
only for those under medicare but also for those outside of medicare,
the ordinary consumer in America.

The CHAIRMAN. Well, you and I know, Senator, that as often as not
the drug that is sold by the generic name is coming off the same pro-
duction line, made out of the same material and by the same workers;
they just put one pill in one package and the next pill in the other
package except they charge four times as much for the pill that is
on the lefthand side as they do for the pill on the righthand side.

It sort of reminds me of that story my father used to tell when he
was a patent medicine salesman. He had these two patent medicines,
supposedly different. One was named High Popalorum and the other
was named Low Popahirum.

One of them sold for 50 cents and the other sold for $1, both
bottles the same size. Folks practically always bought the $1 bottle.
The one difference was one was made from poplar bark skinned up
the tree and the other made from poplar bark skinned down the tree.
[Laughter.]

The CHAIRMAN. But in many instances there is not even that dif-
ference between a drug. It's all made from all the same material, comes
off the same production line by the same worker to meet the same
quality standards; and when the people are running it down a pro-
duction line they don't know whether it is going tobe in a package
marked "prednisone" or a package marked something else. So it is
all the same thinoy and it is the duty of the Pure Food and Drug people
to see to it when it comes off the production line it is just exactly whlat
it is supposed to be. All this talk about some doctor being able to ob-
serve how the drug works on his patient, how would he know if the
patient would have gotten better sooner or would have gotten better
not at all, if he had taken the other drug-how would he know? Or
how does he know whether the patient would have gotten well anyway
without the drug? So the.best we can make of it, if you ask anybody
that has no ax to grind, just as this fellow who was head of the drug
association's committee on drugs, buying all those drugs for the char-
ity hospital down there at New Orleans where they buy them prac-
tically by hc ton-he will tell you that you ought to buy them from
whoever will sell them to you the cheapest, provided they meet the
same quality standard they expect of others; just buy them on a bid
basis quite apart from buying them by the trade name.

Senator MONTOYA. If the chairman will permit me. I will give you
a good example under a formulary in the State of Kentucky. In the
State of Kentucky if a drug on -he formulary is available from 15
or more suppliers a median price is used; whereas, if a drug is avail-

72-573 0 - 72 - pt. 3 - 3
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able from less than 15 suppliers the price used is that of the major
brand.

An example would be the drug Prednisone, available from more than
15 suppliers, and this is the Kentucky experience. In 1966, using the
median price, the State of Kentucky paid $9,300 for Prednisone pre-
scriptions. Had the State paid the major brand price, the cost to the
State would have been $95,117.

There exists a big difference 'between $9,300 and $95,000, Mr. Chair-
man, and this bill which is before you now is designed to establish a
formulary that physicians can rely on.

Right now when doctors prescribe they are usually disposed to
prescribe the very drug that a fast-talking salesman has recommended
to them and given samples to them of that drug. Right now the doctor
has no information regarding the quality of differefit drugs under the
same generic name; but this formal ary under this bill will provide all
the compact information so that that doctor when lie prescribes looks
for the generic name and then lie can prescribe a drug that the
patient can afford rather than a big brand name which is too costly
for that patient.

The CHAIRMAN. Thank you very much, Senator.
Senator Anderson ?
Senator ANDERSON. I am a cosponsor of your amendment.
Senator MONTOYA. Thank you very much.
(Senator Montoya's prepared statement follows:)

PREPARED STATEMENT OF HoN. JOSEPHi M. M ONTOYA, A U.S. SENATrOR FROM THE
STATE OF NEW MEXICO, BEFORE THE SENATE COMMITTEE ON FINANCE

Mr. Chairman, I want to thank the Committee for affording me this time to
testify on my amendment to H.R. 1, Wvhich would provide an out of hospital pre-
scription drug program under Medicare. I will make my comments brief and
request that the full statement I have prepared be included in the Hearing
Record. There is no need for this testimony to be lengthy. The Committee mem-
bers are well aware of the long history of legislation to provide a drug program
and the startlingly large- volumes of studies of the subject. The distinguished
Chairman and Senators Nelson and HaRTtke have established admirable records
of interest in the problems inherent in establishing drug programs.

I first introduced legislation to cover prescription drugs under Medicare In
1967. At that time it was in no way a new idea, but had been intensively considered
in a number of forms for several years. That amendment was defeated on the
floor of the Senate by only 2 votes. The rationale of the Congress and the Admin-
istration at that time was that the subject needed further study.

At the direction of Congress, the Department of Health, Education and
Welfare proceeded to carry out an exhaustive study of problems relating to the
coverage of outpatient prescription medications under Medicare. Every con-
ceivable aspect of such a program was reviewed over a 20 month period by a
special Task Force on Prescription Drugs. This Task Force sought and received
the advice, guidance, support and criticism of more than 160 nongovernmental
experts representing clinical medicine, pharmacology, pharmacy, medical and
pharmacy teachers, professional health organizations, drug manufacturers, drug
distributors, health insurance executives, and representatives from fields
such as data processing, economics, law and a variety of consumer groups. In
addition, this Task Force worked .losely with members of various Federal
and State agencies with knowledge useful to the study.

The results of all of this work, time, and money, I hold here in my hand-
five interim reports, five ma-ssive -background reports, and a filial report which
concludes, in a clear and forthright manner:

1.. a drug insurance program under Medicare is needed by the elderly,
and would be both economically and medically feasible, and the recommendation
(is) that such a program be instituted."
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This conclusion was reached on February 7, 1969, nearly three years ago. In a
report to. Congress, as required by the 1967 Amendments, the Secretary of HEW
agreed with these findings and recommendations and urged Congress to consider
the matter promptly. Phat was three years ago.

When the new Secretary of HEW was named following the change in admin-
istrations, unbelievable as it seems, another review committee was established to
examine the conclusions of the Task Force reports. This, the Dunlop Committee,
again recommended that implementation of a drug insurance program begin at
once. That was 29 months ago. There is still no proposal from the Administration
to carry out its own conclusions. It is clearly the responsibility of the Congress to
implement this program which has so long been recommended.

I should like to very briefly review for the Committee the major recommenda-
tions of the Task Force Report. First, they recommended that a drug program be
adopted under Medicare. Second, they recommended that the program be operated
under Part A, the Hospital Insurance Program. Third, they recommended that a
vendor payment formula be utilized. Fourth, that some kind of co-payment- be
included in the program, and finally, the Task Force recommended that the pro-
gram include a formulary.

Of course, there are many other very detailed recommendations included into
the Report and the subsequent studies of it. But these four are basic.

Mr. Chairman, my amendment incorporates all of these recommendations.
Adoption of the amendment would provide for a program which is based on the
recommendations which resulted from all of these years of study. It represents a
Part A program, which in turn permits the program to build upon the medical
co-payment and adds the necessary cost controls of a formulary.

It retains many of the features of a formulary system contained in some of the
earlier drug benefit programs suggested to Congress. Basically, a formulary is
simply a list of drugs, organized in such a way as to assist prescribers in making
sound and rational decisions regarding which drugs to prescribe for patients. In
the case of most drug benefit programs that make use of a formulary system,
inclusion of a drug on such a list also provides the initial basis upon which
benefit payments are determined.

I believe these basic provisions are significant improvements over earlier leg-
isltion. It has been useful to have the benefit of these studies. Now is the time to
adopt them.

There can be little question of the need for this kind of program. Nearly 25%
of the 1.7 billion prescriptions filled yearly in the United States are for senior
citizens, who constitute only about 10% of our total population. One only needs
to quickly examine the kinds of illnesses peculiar to the elderly to understand
why their consumption of prescription drugs is greater than the population at
large. Cardiovascular diseases alone create a need for ongoing out-of-hospital
treatment for countless numbers of senior citizens. And these are people most
likely to be living on severely limited incomes. They are likely to have the- fewest
resources for paying the costs of drugs. We have promised them relief. We have
done nothing but study our promise. We have even studied the study of our
promise. For an unknown number of our parents and grandparents, we have
literally studied the issue to death.

Mr. Chairman, the only question left to be considered, it seems to me, is one
of costs. I have been trying since August to get an undated cost estimate from
HEW. I submit for the record my letter which clearly asks them for a cost
estimate which includes their basic assumption. I have received no reply from
the Department. It would seem the Administration prefers to toss around wild-
cost figures without having to defend them.

Many statements have been made regarding the astronomical costs of a drug
program, and yet no cost estimate seems to exist. As the Committee knows, I
have had very troublesome experiences with HEW on cost estimates in the
past. I shoud like to submit that, based on those experiences, any estimate will
be inflated. At no time have they taken into consideration the experiences of
such programs after the initiation of a formulary. We therefore must assume that
the costs will be less than we will be asked to assume.

Furthermore, Mr. Chairman, although this program will undoubtedly be an
expensive one, it is necessary. The increased wage base incorporaed into HR. 1
should eliminate the financial catastrophe currently faced by Medicare. Our plan-
ning for expansion of the program into this critical area should not, therefore,
be inhibited by the fear of deficits in the future. We must simply arrange proper
priorities for the Hospital Insurance Program. Drug coverage most certainly
must have the highest possible priority.
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This legislation has been endorsed by many groups and organizations. These
include the National Council of Senior Citizens, the Advisory Council on Social
Security, the American Pharmaceutical Association, and the Executive Council
of the AFL-CIO. In each case, the program has been carefully evaluated.

The American Pharmaceutical Association, in particular, has done years of
study of drug insurance. They certainly represent some of the greatest expertise
in the country, and their support has been most welcome.

'In this year, when this program has been introduced into the House of
Representatives by Congressman Obey with 113 co-sponsors, it seems to me
that it is time to fulfill our promises to our senior citizens.

SUMMARY OF TESTIMONY OF SENATOR JOSEPH M. MONTOYA

Amendment number 464 to H.R. 1 provides for an out of hospital prescription
drug program under Medicare.

Legislation to provide such a program has been considered by Congress since
1965. Since 1967, when the legislation was narrowly defeated by the Senate,
the program has been awaiting the finding of various HEW studies of the
program.

In February of 1967, the Task Force on Prescription Drugs recommended
that such a program be Initiated. Instead of legislation, another study was
proposed.

The "Dunlop Study", completed 29 months ago, recommended Immediate Im-
plementation of a drug insurance program. No such program has been sub-
mitted by the Administration.

The need for a drug insurance program is very great. Nearly 25% of the 1.7
billion prescriptions filled yearly are for senior citizens, who constitute only
about 10% of the total population.

The studies incorporated four basic characteristics which a drug program
should include. All of these are included in the amendment. They are:

1. A drug program should be under Part A of Title 18.
2. A vendor payment formula should be utilized.
3. The program should Include a co-payment.
4. A formulary is necessary for cost control.

With these provisions, a drug program should be both "economically ar d
medically feasible."

Of the 20 million senior citizens in the United States, a very large number
have an ongoing need for prescription drugs and limited resources for acquiring
them.

The costs of a drug program under Medicare are in question. The Actuary
of HEW has been unwilling to give the Committee a cost estimate.

The increased base for Social Security provided in H.R. 1 should provide
sufficient funds for Medicare in the future. A drug program, therefore, should
not be inhibited out of fear of a deficit.

The CIAIRMAN. Our next witness will be-I might explain that
Congressman UlIman is presiding over the Ways and Means Com-)
mittee today and he is tied up over there with his activities and he will
be with us this afternoon.

So the next witness will be Hon. David R. Obey, Member of Con-
gress from Wisconsin.

STATEMENT OF HON. DAVID R. OBEY, A REPRESENTATIVE IN
CONGRESS FROK THE SEVENTH CONGRESSIONAL DISTRICT OF
THE STATE OF WISCONSIN

Mr. OBEY. Good morning, Mr. Chairman.
The CHAIRMAN. Mr. Obey.
Mr. OBEY. Mr. Chairman, I am Congressman David Obey of the

Seventh District of Wisconsin. I don't intend to take too long. I don't
want to take too much of your time. I have also got a caucus to attend
to on the other side.
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I appreciate the opportunity to appear here today on behalf of the
proposal by Senator Montoya. I have introduced companion legisla-
tion in the House with 113 cosponsors and I wanted to make certain
that this committee was aware of the broad support which that pro-
posal now enjoys in the House.

The bill was first introduced in the House exactly 1 year ago today,
with 37 cosponsors. It was not given a hearing in the context of H.R.
1, perhaps because of the emphasis at that time on the welfare reform
provision of H.R. 1.

As time passed, more and more Members joined me in cosponsoring
this bill to provide a comprehensive drug insurance program for the-
20.4 million Americans covered by medicare. The 113 cosponsors repre-
sent a broad cross section of the House: (1) they represent 28 States
and the Commonwealth of Puerto Rico; (2) six members of the Ways
and Means Committee; (3) two physicians, Congressmen Carter of
Kentucky and Roy of Kansas. They include both Democrats and Re-
publicans, and (4) besides myself they include 12 other members of
the Appropriations Committee. Three of them are subcommittee
chairmen including Congressman Flood of Pennsylvania who chairs
the vital Labor-HEW subcommittee; (5) they include many others
who are especially knowledgeable on health matters; for example,
Congressman Staggers of West Virginia, chairman of the Interstate
and Foreign Commerce Committee, and nine members of his
committee.

I consider this indicative of strong potential backing in the House
which inclusion of this proposal in H.R. 1 would have. In fact, I think
it somewhat understates the range of support, since several Members
have chosen to introduce the same or similar bills independently.

Senator Montoya has explained very well, I think, what the bill
would do. The central features of the program are:

(1) Coverage of prescription drugs and certain nonprescription
drugs of special life-sustaining value; (2) financing under the part, A
portion of medicare; (3) selection by a formulary committee of the
drugs to be covered; (4) $1 copayment by the purchaser for each
prescription.

In my view, Mr. Chairman, the formulary is the heart of the pro-
gram ,and we must insist on effective utilization review from the be-
ginning.

"My part A?" some people might ask.
Financing the program under the part A portion of medicare means

that an individual would pay for his drug insurance during his work-
ing years rather than later when his income is sharply reduced die
to retirement.

I personally believe, as I know you do, Mr. Chairman, there is not
enough genuine price competition in the drug industry. What com-
petition there is is because in determining the maximum allowable cost
of multiple-source drugs, the formulary committee excludes prices of
a drug which vary significantly from those of the lowest or lower cost
versions of it that are of proper quality and generally available.

Rather than have the Federal Government come in and try to set
price levels, this program adopts a maximuni allowable cost approach
so that the Government can take advantage of competitive pricing
wherever it is to be found.
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In compiling its master drug list., the HEW task force found that
there were 63 drug products on the list "which could have been ob-
tained from multiple suppliers at a cost distinctly lower than that of
the brand name product actually dispensed."

The task force figured that purchase of the lower cost versions of
the 63 products could have reduced acquisition costs by-$41.5 million.
The 63 drug products on the MDL might not sound like a lot, but the
task force noted the potential savings involved many products used
in long-term maintenance therapy and would have provided partic-
ular 'help to patients with chronic illness. Among the 63 were drugs
prescribed for long-term use in the treatment of heart disease, high
blood pressure, kidney disease, arthritis, and the like. These potential
savings, it would appear, could go a considerable distance toward off-
setting the administrative costs of the prescription drug program.

Mr. Chairman, a good deal of the mail I receive today is from old
people. I think the tone of quiet desperation that runs through so many
of -those letters is very difficult to answer. These people are desperate
because the deteriorating financial condition of so many of them is
slowly draining away their spirit of security and dignity.

All of our citizens, but most especially our old ones, are confronted
with a bewildering array of programs with a complex maze of qualifi-
cations and exceptions. The confusion that often results only adds to
the despair so many of them already feel. All of our citizens,' but most
especially our older ones, need programs -and procedures which they
understand.

This program, in my judgment, would-be a blessing to so many older
people, not only because of the financial burden it would help ease but
also because it would be relatively simple and clear and understand-
able.

Some may doubt 'that this program is worth raising the social secu-
rity contribution rate, if necessary, to pay for it.

Mr. Chairman, I think I can speak from personal experience on that.
'I think a good many Qther people in the Congress can as well. My
mother 'has a heart problem. She has several other health problems
and she is also a diabetic. Her drug costs approach about $40 per month,
over $450 per year. I try to help her out. A lot of other people are
in the same boat. I am lucky I can afford it but what about the fellow
who is making $7,000 or $8,000 a year? -

I think he would gladly pay a small increase in contributions to in-
sure two things: First of all, his parents will not be faced with sub-
stantial drug costs which he simply cannot afford to pay and, second-
ly, when he reaches old age he will not have to rely on anyone else be-
cause he will have earned his own way when he was healthy enough and
young enough to do it.

Mr. Chairman, this proposal has been refined and refined again and
again, as Senator Montoya has suggested: I believe the state of this
legislation today is a tribute to a good many individuals and organiza-
tions and notably among the latter the American Pharmaceutical
Association which has effectively emphasized the need for high quality
pharmaceutical services and sound, 'before-the-fact cost controls in an
outpatient drug program.

It is a tribute to Senator Montoya who has worked for several years
lo advance this proposal, and to the cosponsors who have likewise
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worked for it. I think it reflects much of what has been brought out
in hearings conducted by my colleague from Wisconsin, Senator Nel-
son, on problems related to drug pricing and I think it is a tribute to
the chairman of this committee for championing the cause of a for-
mulary which I believe to be essential to a cost conscious insurance
program.

Senator ANDFRSOi. (presiding). Are there any questions?
Senator BENNm'r. I have none.
Senator JonDAN. I have no questions.
Senator HANSEN. No questions, Mr. Chairman.
Senator ANDERSON. Thank you very much for your statement.
(Congressman Obey's prepared statement follows:)

PREPARED TESTIMONY OF HoN. DAVID R. OBEY, A U.S. REPRESENTATIVE FROM THE

STATE OF WISCONSIN

(Testimony pertains to Senator Joseph Montoya's amendment No. 464 to H.R. 1)

Mr. Chairman, I welcome the opportunity to appear here today on behalf of
the proposal by Senator Joseph Montoya-originally introduced as S. 936 and now,
pending before your committee as an amendment (No. 464) to H.R. 1-to provide
outpatient prescription drug coverage under Medicare. I have introduced com-
panion legislation in the House (H.R. 2355), with 113 co-sponsors, and I want to
take this opportunity to make certain you are aware of the broad support this
proposal now enjoys in the House.

This bill was first introduced In the House exactly one year ago today, with
37 co-sponsors. It was not givefi a hearing in the context of H.R. 1, perhaps
because of the emphasis at that time on the welfare reform provisions of H.R. 1.
As time passed, more and more Members joined me in co-sponsoring this bill to
provide a comprehensive drug insurance program for the 20.4 million Americens
covered by Medicare. The 113 co-sponsors represent a broad cross-section of the
House:-

(1) They represent 28 States and the Commonwealth of Puerto Rico;
(2) They include six members of the Ways and Means Committee;
(3) They include two physicians: Congressman Carter of Kentucky and

Roy of Kansas;
(4) Besides myself, they include 12 members of the Appropriations Com-

mittee. Three of them are subcommittee chairmen, including Congressman
Flood of Pennsylvania, who chairs the vital Labor-HEW Subcommittee;

(i5) They include many others who are especially knowledgeable on health
matters-for example, Congressman Staggers of West Virginia, Chairman of
the Interstate and Foreign Commerce Committee, and nine members of his
committee.

I consider this indicative of strong potential backing in the House for inclusion
of this proposal in H.R. 1. In fact, it somewhat understates the range of support,
since several Members have chosen to introduce the same or similar bills inde-
pendently.

WHAT THIS LEGISLATION WOULD DO

Senator Montoya's amendment (and H.R. 2355) would establish a comprehen.
sive drug insurance program for the 20.4 million Americans covered by Medicare.
The central features of the program are:

(1) Coverage of prescription drugs and certain non-prescription drugs of
.special life-sustaining value;

(2) Financing under the Part A portion of Medicare;
(3) Selection by a formulary committee of the drugs to be covered;
(4) $1 co-payment by the purchaser for each prescription.

The program is designed to work like this:
A formulary committee, composed of persons of recognized professional stand-

ing and distinction in the fields of medicine, pharmacology, and pharmacy, selects
the drugs to be covered. Each year it sends physicians and pharmacists a list of
these qualified drugs (arranged alphabetically by their established, or generic,
names), as Well as--
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An indexed listing of the trade or other names by which these drugs are
known, together with the maximum allowable cost for various quantities,
strengths or dosage forms;

Supplemental lists arranged by diagnostic, therapeutic or other classifica-
tions; ."

Information which promotes-under professional supervision-the safe and
effective use of these drugs.

The beneficiary simply goes to the participating pharmacy of his choice. If the
drug prescribed for him is listed in the formulary, he pays the pharmacist $1 to
fill the prescription. If the prescribed drug is not listed in the formulary, he pays
for it the same way lie does now-out of his own pocket.

The pharmacist is then reimbursed by the program on the basis of maximum
allowable cost plus professional fee. In determining the maximum allowable cost
of multiple-source drugs, the formulary committee excludes prices of a drug
which vary significantly from those of the lowest or lower-cost versions of it
that are of proper quality and generally available.

Mr. Chairman, I believe such a program offers these'advantages:
(1) Financing it under Part A assures that nearly everyone o',er 65 will

benefit, without having to pay monthly premiums, keel) records or file claims;
(2) Making it comprehensive helps not only the chronically ill older

American who miust pay his pharmacist more for drugs each month than
he does his grocery for food, but all others who find that illness has serious
economic consequences at a time when they can least afford them;

(3) By choosing drugs carefully and taking into account their cost factors,
the formulary committee can build savings into the program from the outset;

(4) The co-payment feature stre.ses cost-effectiveness, because it reminds
the beneficiary that le Is sharing in the cost of the program.

THE FORMULARY

In my view, Mr. Chairman, the formulary is the heart of the program. To
compile It, the formulary committee will have access not only to the Federal
Government's storehouse of information on drugs, drug prices and druguse
patterns among the elderly, but to information from the °f .....
well.

Further, we must insist on effective utilization review from the beginning.
Given Medicare history, I doubt that anyone wants to crank up a new benefit
and watch it go out of control. I think we possess the administrative know-
how-gain&d in part from hard lessons running and repairing Medicaid pre-
scription drug plans-to provide effective utilization review from the outset.
By that I mean -a system of self-monitoring that maintains tight fiscal control
and enhances professional practice.

Again, because of Medicare history, I think many will feel -we should not
attempt a drug insurance program unless we can write a reasonable legislative
prescription for it. That means struggling to perfect a technician's bill. This is
a problem, but I believe we should make the effort in order to fulfill our commit-
ment to the nation's senior citizens.

The pharmacist is then reimbursed by the program on the basis of maximum
allowable cost plus professional fee. In determining the maximum allowable
cost of multiple-source drugs, the formulary committee excludes prices of a drug
which vary significantly from those of the lowest or lower-cost versions of it
that are of proper quality and generally available.

WHY PART A

Financing the program under the Part A portion of Medicare means that an
individual would pay for his drug insurance during his working years, rather
than later when his income is sharply reduced dne to retirement. While this
principle is sound, two factors may In some people's minds militate against
financing a drug insurance program through payroll contributions: (1) Payroll
contributions just went up for workers earning more than $7,800 per year; and
(2) The-hospital insurance trust fund is out of actuarial balance.

While it is only a partial answer, I believe the wage base should ie raised
to restore the desired Social Security relationship between earnings and retire-
ment benefits. As n6ted in the August issue of the Social Security Bulletin, the
percentage of earnings-that have been taxable has dropped from 93% under the
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original $3,000 base In 1938, to less than 80% under the $7,800 base, because the
base has not been raised often enough to keep pace with rising earnings levels.
It is about 80% under the $9,000 base that became effective January 1, and it
would increase to about 83% under the $10,200 base provided for in H.R. 1 as
passed by the House. Speaking personally, I would urge the committee to con-
sider raising the base to the level required so that once again about 93% of
earnings will be taxable.

Whether or not The wage base is raised, contribution rates have to be adjusted
in order to rebuild the hospital insurance trust fund in 1973. Again this is only
a partial answer, but one would expect the economic stabilization program to
dampen the rate of growth of Medicare outlays and, in turn, perhaps have, a
moderating effect on the necessary adjustment in contribution rates. Whatever
the cost of a drug insurance program (-and as of this writing I do not have cur-
rent departmental estimates), the combined effect of a higher wage base and a
slowdown in Medicare cost growth might lessen the impact of a drug program
out payroll contribution rates.

Mr. Chairman, because of the benefit payments and administrative expenses
involved in a drug insurance program, some may suggest it would be simpler
instead to eliminate the Part B monthly premium. Since the premium goes up
to $5.80 on July 1, eliminating it would save each Part B enrollee $69.60 in fiscal
1973. Since more than 96% of those entitled to hospital benefits are also enrolled
in the Part B program, under H.R. 1 they would be enrolled automatically?
The savings would be widely distributed among the elderly population. Indeed,
President Nixon in his State of the Union message last week asked Congress to
elifflinate the Part B monthly premium-a step he said would add $1.5 billion
to the income of the elderly.

Eliminating the Part B monthly premium would be a boon indeed, giving
them a welcome cash credit against poverty, and I'm all for It if this committee
can do it. However, I would not want to see it used as an excuse for leaving out
a drug insurance program that attempts to deal with illness and poverty at
the same time.

As the final report of the Task Force on Prescription Drugs said in referring
to the elderly:

"Their inordinate health needs, their high health care costs in general and
high drug costs in particular, afid their limited financial resources combine to
create a serious and sometimes a devastating medical and economic problem far
out of proportion to their numbers.

For many elderly people, illness serves as a major cause of their poverty by re-
ducing their incomes, while poverty serves as a major contributory cause of Ill-
ness by making it difficult for them to obtain adequate health care." (emphasis
added) - ...

Clearly, illness and poverty enforcee each othm.% in the lives of the elderly.

MAXIMUM ALLOWABLE COST

Under this program, the formulary committee would determine the maximum
allowable cost for various quantities, strengths or dosage forms of the qualified
drugs it lists in the fornmulary. In determining the maximum allowable cost of
multiple-source drugs, the formulary committee excludes prices of a drug which
vary significantly from those of the lowest or lower-cost versions of it that are of
proper quality and generally available.

I personally believe there is not enough genuine price competition in the drug
industry. While I regret there Isn't more, I believe this program can capitalize

..orn wiat competition there is. Rather than have the Federal Government come in
and try to set price levels, this program adopts a maximum allowable cost ap-
proavh so that the government can take advantage of competitive pricing where-
ever it is to be found.

In compiling Its Master Drug List, the Task Force found that among the 409
drugs most frequently prescribed for the elderly in 1966 there were 293 still
under patent, available only under trade name from a single supplier. It also
found that-there were 63 drug products on the list "which could have been ob-
tained from multiple suppliers at a cost distinctly lower) than that of the brand
name-product actually dispensed." Concerning itself only with potential savings,
and not with such questions as possible quality differences or use of formu-
lares, the Task Force figured that purchase of the lower-cost versions of the 63
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products could have reduced acquisition costs (at 1966 wholesale levels) by $41.5
million.

Mr. Chairman, I mention this example to show how the mnximum allowalle
(ost approach can take advantage of price competition wherever it is to be found.
The 63 drug products on the MDL might not sound like a lot. but the Task Force
noted the potential savings involved many products used In long-term mainte-
nance therapy and would have provided particular help to patients with chronic
illness. Among the 63 were drugs prescribed for long-term use in the treatinent
(f heart disease, high blood pressure, kidney disease, arthritis and related con-
ditions, and mental and nervous conditions.

Given the fact that some price competition exists, and that more is possible as
patents expire, I think the use of maximum allowable cost in conjunction with
a formulary gives the program tremendous potential. Further, to whatever ex-
tent trade-name advertising may influence physician prescribing practices, an-
nual receipt of a formulary in which covered drugs are arranged alphabetically
by their established, or generic, names may stimulate physician consciousness
that lower-cost versions of proper quality are available.

THE NEEDS OF THE ELDERLY

Mr. Chairman, last year my hometown newspaper, the Wausau Daily ccord-
Herald, carried a series of articles on problems facing the elderly. As a human
profile, they summed up very well the frustration and desperation that has been
commonplace for so many of our senior citizens. One of the articles described a
very real but necessarily anonymous Mr. X:

"Mr. X, 76, has Parkinson's disease. His 74-year-old wife -has a heart condi-
tion. Between the two of them, they require more than $40 a month in medica-
tion.

"In the past, they received their medicine through Medicaid. Tightening of the
financial eligibility standards, coupled with increased assessment on their home,
changed that and the couple must now buy their medicines.

"'I had to drop one prescription that was $7 a month for refills. The doctor said
I need it, but...' said Mrs. X."

The plight of Mr. and Mrs. X is all too common. They had bought themselves
a modest home in 1946. He worked for a drugstore and later a dairy, while she
clerked at grocery stores and baby-sat. They made their house payments and
raised their only child to be a policeman:

"The years flew by ... and suddenly there was retirement. That happened one
year before it was planned. Mr. X was only 64, but illness forced him to quit
work."

That was in 19,58. But today:
"They want to spend the rest of their lives quietly and comfortably in their

own home. Taxes and the cost of living make them fight for every day of that
life."

Ma. Chairman, what has happened to Mr. and Mrs. X in Wausau, Wisconsin has
been happening all over the country. The Senate Special Committee on Aging
noted in a report just two months ago that:

"Today more than 4.7 million older Americans fall below the poverty line.
Compared with 1968, this represents approximately a 100,000 increase.

"In 1971, the likelihood of being impoverished is more than twice as great for
older Americans as it is for the young. One in nine younger individuals lives in
poverty. For the elderly, it is one of every four.

"For elderly persons living alone the situation was even more distressing.
Nearly six out of every 10 were classified as poor or near poor.

Many items which affect the elderly to a much greater degree than younger
persons have risen even faster than the over-all Consumer Price Index, the
report indicated. Compared with the base year of 1,967, the CPI has increased
by more than 22%, while: Medical care was increasing by 30%. Hospital daily
service charges were jumping 64%.

The report also explained that with a median income of $1,888, aged women
living alone or with non-relatives are among the most economically disadvan-
taged in our entire society:

'"Nearly five out of every eight unrelated women aged 65 and older--or 63.1%-
are classified as poor or near poor. Of the total, 50% have annual incomes below
the poverty threshold."

And as the Senate Special Committee on Aging has remarked before, there
is alarming evidence that a new class of elderly poor may be in the making.
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From 1968 to 1970, poverty for persons 60 to 64 increased by nearly 100,000. The
report added:

"If the present trend toward 'easing' many older workers out of the work
force continues, their poverty numbers may accelerate in the years ahead."

All the while, the burden of drug costs falls on senior citizens unevenly, with-
out regard to their financial condition. For example, a 1968 estima te cited In
the final report of the Task Force on Prescription drugs indicated that 20%
of the elderly will have no drug expenses, while the costs will be less than $50
for 41.5%, between $50 and $99 for 19%, between $100 and $249 for 15.5%, and
$250 or more for 4%.

Mr. Chairman, a good share of the mall I receive today is from old people.
The tone of quiet desperation that runs through so many of these letters is dif-
ficult to answer. These people are desperate because the deteriorating financial
condition of so many of them is slowly draining away their spirit of security
and dignity. $250 is a lot of money for someone whose entire income is only
$1,888.

All of our citizens--but most especially our older citizens-are confronted with
a bewildering array of programs with a complex maze of qualifications and ex-
ceptions. The confusion that often results only adds to the despair so many of
them already feel. All of our citizens, but most especially our older ones, need
programs and procedures which they understand.

This program would 'be a blessing to so many older people, not only because
of the financial burden it would help ease, but also because it would be relatively
simple and clear and understandable.

CONCLUSION

Mr. Chairman, this proposal has been refined and refined again since it was
first suggested I believe the state of this legislation today is a tribute to a good
many individuals and organizations-and notably among the latter, the American
Pharmaceutical Association, which has effectively emphasized the need for high
quality pharmaceutical services and sound, before-the-fact cost controls in an
outpatient drug program.

It is a tribute to Senator Montoya, who has worked for several years to ad-
vance this proposal, and to yourself, Mr. Chairman, for championing the cause of
a formulary which I believe to be essential to a drug insurance program.

The'list of House co-sponors follows:

H.R. 2355 CO-SPONSORS

Bella S. Abzug, (N.Y.)
Joseph P. Addabbo (N.Y.)
Glenn M. Anderson (Calif.)
William R. Anderson (Tenn.)
Frank Annunzio (Ill.)
Les Aspin (Wis.)
Herman Badillo (N.Y.)
William A. Barrett (Pa.)
Nick Begich (Alaska)
Bob Bergland (Minn.)
Tom Bevill (Ala.)
Mario Biaggi (N.Y.)
Edward G. Biester, Jr., (Pa.)
Jonathan Bingham (N.Y.)
Richard Boiling (Mo.)
John-Brademas (Ind.)
Frank Brasco (N.Y.)
Jack Brinkley (Ga.)
Garry Brown (Mich.)
James A. Burke (Mass.)
Phillip Burton (Calif.)
James A. Byrne (Pa.)
Hugh L. Carey (N.Y.)
Charles J. Carney (Ohio)
Tim Lee Carter (Ky.)
Bob Casey (Tex.)
Shirley Chisholm (N.Y.)

Frank M. Clark '(Pa.)
George W. Collins (Ill.)
Silvio 0. Conte (Mass.)
Jorge L. Cordova (P.R.)
James C. Corman (Calif.')
William R. Cotter (Conn.)
George Danielson (Calif.)
James J. Delaney (N.Y.)
Ronald V. Dellums (Calif.)
John H. Dent (Pa.)
Charles C. Diggs, Jr. (Mich.)
Harold D. Donohue (Mass.)
Robert F. Drinan (Mass.)
Thaddeus J. Dulski (N.Y.)
Don Edwards (Calif.)
Joshua Eilberg (Pa.)
Joe L. Evins (Tenn.)
Dante B. Fascell (Fla.)
Daniel J. Flood (Pa.)
Hamilton Fish, Jr. (N.Y.)
William D. Ford (Mich.)
Donald M. Fraser (Minn.)
Richard H. Fulton (Tenn.)
Cornelius E. Gallagher (N.J.)
Robert Glaimo (Conn.).,
Ella T. Grasso (Conn.)
William J. Green (Pa.)
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Gilbert Gude (Md.)
Seymour Halpern (N.Y.)
Lee H. Hamilton (Ind.)
Richard T. Hanna (Calif.)
Julia Butler Hansen (Wash.)
Michael Harrington (Mass.)
William D. Hathaway (Maine)
Wayne L. Hays (Ohio)
Ken Hechler (W. Va.)
Margaret M. Heckler (Mass.)
Henry Helstoski (N.J.)
Floyd V. Hicks (Wash.)
Louise Day Hicks (Mass.)
James J. Howard (N.J.I
Harold T. Johnson (Calif.)
Peter N. Kyros (Maine)
Mike McCormack (Wash.)
Stewart McKinney (Conn.)
Romano L. Mazzoli (Ky.)
Abner J. Mikva (Ill.)
Patsy T. Mink (Hawaii)
William E. Minshall (Ohio)
F. Bradford Morse (Mass.)
Charles A. Mosher (Ohio)
John Moss (Calif.)
Morgan F. Murphy (Ill.)
Robert N. C. Nix (Pa.)
James G. O'Hara (Mich.)
Claude Pepper (Fla.)
Bertram L. Podell (N.Y.)

Melvin Price (Ill.)
Roman C. Pucinski (Ill.)
Tom Ralisback (Ill.)
Charles B. Rangel (N.Y.)
Ogden R. Reid (N.Y.)
Henry S. Reuss (Wis.)
Robert A. Roe (N.J.)
Teno Roneallo (Wyo.)
Fred B. Rooney (Pa.)
Benjamin S. Rosenthal (N.Y.)
Dan Rostenkowski (Ill.)
William R. Roy (Kansas)
Edward R. Royal (Calif.)
William F. Ryan (N.Y.)
Fernand J. St Germain (R.I.).
Paul S. Sarbanes (Md.)
James H. Scheuer (N.Y.)
John F. Seiberling (Ohio)
Harley 0. Staggers (W.Va.)
Robert H. Steele (Conn.)
Louis Stokes (Ohio)
Frank Thompson, Jr. (N.J.)
Robert 0. Tiernan (R.I.)
Joseph P. Vigorito (Pa.)
Lawrence G. Williams (Pa.)
Charles H. Wilson (Calif.)
Lester L. Wolff (N.Y.)
Sidney R. Yates (Ill.)
Gus Yatron (Pa.)

Senator ANfDERSO.. Is Congressman Burton here? (No answer.)
Senator BENN TT. Mrs. Dealaman, would you introduce the other

people at the table?

STATEMENT OF MRS. DORIS DEALAMAN, FREEHOLDER, SOMERSET
COUNTY, N.J., CHAIRMAN, WELFARE COMMITTEE OF THE NA-
TIONAL ASSOCIATION OF COUNTIES, ACCOMPANIED BY ELLIS P.
MURPHY, DIRECTOR, SOCIAL SERVICES, LOS ANGELES COUNTY,
CALIF., PRESIDENT, NATIONAL ASSOCIATION OF COUNTY WEL-
FARE DIRECTORS; DAVID DANIEL, DIRECTOR, PUBLIC AID, COOK
COUNTY, ILL.; AND RALPH TABOR, DIRECTOR, FEDERAL AF-
FAIRS, NATIONAL ASSOCIATION OF COUNTIES

Mrs. DEALAMAN. I would be happy to.
I am Doris Dealaman. I am a member of the Chosen Freeholders

in Somerset County, N.J. I am serving as chairman of the NACO
Welfare Steering Committee.

On my far rigit, your left, is Mr. David Daniel from Cook County,
who is director of social services'There. On my immediate right is Mr.
Pat Murphy from Los Angeles County, who is the director there and
who is president of NACO.

On mv immediate left, your right, is Mr. Ralph Tabor, of our
NACO staff.

We thank you very much for this opportunity to appear before this
committee and to give you our views on the pending welfare reform
legislation.
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A similar panel has appeared before your group in the past.
Our detailed recommendations presented at that time, in September,

to be precise, of 1970, went much further than the proposed family
assistance in your plan and we did have some recommended amend-
ments for then H.R. 16311.

Essentially, NACO did propose that a long-range welfare program
should involve the establishment of two separate, nationally admin-
istered income maintenance programs for families. One program
would be called a work security program and would include fafnilies
where the head of the household was employable.

The other program would be for those needy families who were
completely dependent and had no employable adults. Both programs
would be separately administered. We believed the goals for the em-
ployable versus the unemployable were different. We also believed that
mixing these two groups together under one direct cash income main-
tenance program for the needy created unnecessary public confusion
and, indeed, criticism.

We also proposed that all the programs for the adult categories
should be merged into one program and be administered by the Social
Security Administration.

These long-range proposals for welfare reform received favorable
comment from members of this committee. However, it appeared to be
the consensus that there was not sufficient time to consider such a
large departure from the legislation under consideration.

We do believe the legislation would provide a start in establishing
uniform minimum national standards of eligibility and it would es-
tablish a minimum Federal A=r oraid payments, believing it would
provide some fiscal relief to States and counties and by separating
employables from unemployables would focus attention and resources
on making more people self-sufficient, to realize more of their own
potential and to get themselves on the kind of footing that every
family in the country chooses to be on.

We are concerned indeed about the opposition expressed about a
program of assisting the working poor. We sincerely urge the com-
mittee to retain title IV of H.R. 1 which we believe is the essence of
the welfare reform program. In order for families who are of a mar-
ginal nature to begin to realize their full potential, to make available
to their families the opportunities that we covet for every family in
this country, there are times through the fault of no one individual
when the income is not sufficien forte family to maintain an adequate
level of living and to begin t6 look with any kind of optimism to the
future.

Our experience in New Jersey indicates that families of the work-
ing poor stay on the rolls for a minimal period of time. The maximum
period of time for any family on that particular program in my own
county was 18 months. In that time a family had improved its own
ability to support itself, had obtained its own resources to the point
that they could and were happy to move out from under the protec-
tive financial wing of government.

As I am sure you are aware, h-6wefare program poses a major fiscal
problem to the States and the counties of this country. We recommend
sincerely that a hold-harmless provision be based on calendar year
1970. We honestly do not believe the administration's proposal -for
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providing $500 million of fiscal relief during fiscal 1972 is adequate nor
does it fully recognize the fiscal strains being imposed on State and
county governments.

As I am sure all of you are aware, most of us rely very heavily on
the property tax for income tax purposes at the county and municipal
level. This las reached, in our particular instance, the point of dimin-
ishing returns. Homes are being lost through the inability to sustain
the tax burden that is being imposed. This particularly relates in our
experience to many of our senior citizens living on fixed incomes for
whom -the rapid acceleration of home property taxes has become a
major burden and an area of real emotional as well as fiscal concern.

We would urge the committee to amend H.R. 1 to establish a defi-
nite timetable for a gradual assumption of all welfare costs by the
Federal Government. We support amendments proposed by Senator
Ribicoff and other Senators providing for the assumption of these
costs over a 5-year period.

At this point, with your permission, I would like to ask Mr. Murphy
to bring to us some of the experience of Los Angeles County in this
particular regard.

Mr. MuwRiiy. Mr. Chairman and members of the committee, Los
Angeles County is very strongly.supporting H.R. 1. We are facing
an impossible financial situation in our county.

As you may know, in California, by State law, the counties are
required to administer the welfare programs. Now, just to illustrate
the point that. Mrs. Dealaman has brought out here, in the last 10
years from 1962 to 1972 in our county our welfare budget has gone
up from around $200 million to this year we have appropriated $1.4
billion for the welfare program alone there.

The number of welfare recipients during that period of time has
gone up from around 200,000 to over 900,000 recipients in this one
county alone, that is, recipients who are getting cash aid grants.

If you add to that the recipients who are'getting only food stamps,
we have a little over 1 million people in the county who are on wel-
fare. The welfare rolls have been going up at an extremely rapid
rate during every year almost in the last-especially in the last 5
or 6 years.

Now, in terms of the amount of county money that is going into
this system, in 1962 we had a raise on the tax levy around $50 million
for thie system. This year we are having to raise more than $300 mil-
lion of local property tax funds to go into the welfare system.

We have no control over the welfare system at the local level in
Los Angeles County. It is primarily a system consisting, as you know,
of the categorical aid programs. The other county services, such as fire,
police, law enforcement., streets and things of that type, are severely
suffering because each year when our budget comes up before our gov-
erning body for consideration the welfare--the mandatory State wel-
fare programs are taking more and more of the funds.

Another reason why we are strongly in favor of H.R. 1 is that we
believe the present system is extremely wasteful of taxpaying funds.
Just to give you an example, in Los Angeles County we have more-
considerably'more than 100,000 aged persons who are getting old aid
assistance under the Federal category of old age assistance. About 80
percent of those recipients are also getting social security.
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The only reason in the world why my department, which is the
Welfare Department, is required to have 'any contact with about 75
or 80 percent of those recipients is the fact that they are not getting
enough to live on social security; therefore, we have to give supple-
mental welfare benefits to them to give them at least enough to live
on in that large urban area.

This means we, as the county, my department, has to go out and
hire thousands of workers to take care of these older people who
really-their only need, really, is income maintenance need and we
have two vast systems: the social security system and the welfare
system, operating in the country, that are supposed to meet their
needs.

We also sincerely believe that the present welfare system in terms of
the work training components of it is failing miserably. For instance,
at the local level we have referred some 50,000 or 60,000 persons to
the present WIN program, work incentive program, and they have
been able to handle only a very small number of those.

So we strongly support H.R. 1 with the amendments which the Na-
tiontal Association of Counties is outlining to you today.

Mrs. DEAAAMAN. One of the other problems that confronts us at the
local level are the differences among our regions. For example, the
cost of living in the State of New Jersey and the cost of living in
Mississippi at the same living standard are two entirely different
things. We would recommend some kind of regional difference in
payment levels, either within the States, as may be possible in some
areas, or between the States, if such a system could 'be developed and
administered on an equitable and acceptable basis.

We realize this is a difficult thing. The Bureau of Labor Statistics
possibly oan offer some guidance and assistance here. We have the same
thing within the boundaries of my own State with which we are cur-
rently trying to cope.

We would certainly support the inclusion in H.R. 1 of a' definite
schedule for raising the Federal benefits to the official poverty level.

In addition, in some of our States we are, as you very well know,
supplementing because of the variables in the cost of living and we
would sincerely urge the committee to amend H.R. 1 to provide the
30 percent Federal sharing of the costs for maintaining benefits above
the Federal minimum payment levels. We recognize the need and cer-
tainly concur in the establishment of a floor, but realistically speaking,
the floor would be totally inadequate for some of our more highly in-
dustrialized, more expensive living areas and whem these areas -are
being currently served by supplemental payments we would certainly
look forward fo the inclusion of a 30-percent Federal sharing.

We also recognize that we have a real problem with needy, childless
couples and single adults who are not currently covered by'any of our
Federal progoTams. They must rely totally on what we call general
assistance.

Now, general assistance is provided in some areas by the State ind
in some areas by the county and in some areas by the municipality.
Counties pay a substantial portion actually of general assistance and
this, of course, rests totally on the property tax.

I think Mr. Daniel has some experiences from Cook County that
would be helpful here.
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Senator BENNETr. Mr. Chairman, at this point, I think we might
call the attention of the witness that in 2 minutes the bell will ring
and we will have to run to the Senate for a vote.

Mrs. DEALAMAN. I am sorry.
Senator ANDERSON. Maybe more than one.
Senator BRNNM-V. Yes; probably followed by two or three once we

get over there and the witnesses, the 10 minutes allotted to the panel
has been up about 2 minutes; so I wonder if these other, if this other
testimony is in writing and could be submitted to us?

Mrs. DFEAIAMAN. Yes.
Senator BENNmr. Because if it can't we are not-sure when we will

be back to hear it.
Mrs. DEALAMAN. I quite understand. I am sorry we were not aware

of this. Yes; the testimony is in writing, if he could use those couple
of seconds available to us for Mr. Daniel, thank you very much.

Mr. DA.NIRL. Your Honors, I would just like to call attention to the
fact that the Cook County situation is so similar to the Los Angeles
County situation. In our county the courts have taken note of the fact
that people on general assistance are treated differently from persons
on our other programs. The amounts of assistance are quite different
as is the ease all over the country.

The courts are taking the position that. this is not right and that we
must treat all people the same. I think this raises some very important
issues with us. It seems to us that we have a heavy moral obligation
and now possibly a constitutional obligation to treat people on general
assistance the same as people on the other programs.

These things apply in addition, to the statements which we have
already made and which Senator *Ribicoff is including in his amend-
ments.

Thank you.
Mrs. DEAIAMAN. We would be happy, sir, if you would like us,

sir, to wait. if there were questions from the group that we could be
help ful with in terms of factual experience and experiences.

enator BENNETT. Part of our problem is there are six more wit-
nesses and in order to control the time you were-each group was given
10 minutes and I recognize this is not quite fair to a panel because
the members each feel that they will need a large part of the 10 minutes
for their story.

1 would seriously recommend you submit your material for the
record and if there are any questions that occur to us we can write
them and ask for your answers. Is that satisfactory, Mr. Chairman?

The CHAIRMAN. Certainly, and thank you very much for your
statement.

(Prepared statements of the previous witnesses and communica-
tions subsequently received by the committee follow. Hearing con-
tinues on 1). 1236.)

STATEMENT ON BEHALF OF THE NATIONAL ASSOCIATION OF COUNTIES BY MRS.
DORIS DEALAMAN, FREEHOLDER, SOMERSET COUNTY, N.J., CHAIRMAN, NACo
WELFARE COMMITTEE; DAVID DANIEL, DIRECTOR, DEPARTMENT OF PUBLIC AID,
COOK COUNTY, ILL.; ELLIS P. MURPHY, DIRECTOR, DEPARTMENT OF SOCIAL
SERVICES, Los ANGELES COUNTY, CALIF., PRESIDENT, NATIONAL ASSOCIATION OF
COUNTY WELFARE DIRECTORS; AND RALPHI L. TABOR, DIREcTER OF FEDERAL
AFFAIRS, NATIONAL ASSOCIATION OF COUNTIES

1. NACo strongly supports H.R. 1. The legislation would provide a start in
establishing uniform national standards of eligibility, would establish a minimum
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federal floor for aid payments,- would provide some fiscal relief to states and
counties, and by separating employables from unemployables would focus atten-
tion and resources on making more people self-sufficient.

2. NACo is concerned about the strong opposition expressed by several mem-
bers of the Senate Finance Committee regarding the whole concept of assisting
the "working poor". We urge the Committee to retain Title IV of H.R. 1 which we
believe is the essence'of welfare reform.

3. NACo urges the Committee to amend H.R. 1 to provide immediate fiscal
relief to states and counties administering welfare programs. We recommend a
"hold harmless" provision based on calendar year 1970. We do not believe the
Administration's proposal for providing $500 Million of fiscal relief during fiscal
year 1972 is adequate nor* does it fully recognize the fiscal strains imposed on
state and county governments.

4. NACo urges the Committee to amend H.R. 1 to establish a definite timetable
for a gradual assumption of all welfare costs by the Federal Government. We
support Amendments proposed by Senator Ribicoff and other Senators providing
for assumption over a five-year period.

5. NACo urges the Committee to amend H.R. 1 to provide 30% federal sharing
of the costs for maintaining benefits above the federal minimum payment levels.

6. NACo supports regional differences in payment levels within states and
between states if such a system could be developed and administered on an
equitable and acceptable basis. We also support inclusion in H.R. 1 of a definite
schedule for raising federal benefits to the official poverty level.

7. NACo urges that needy childless couples and single adults be made eligible-
for federal welfare benefits. At the present time these people are only eligible
for general assistance provided by states and counties. Counties pay substantial
portion of general assistance in many states and this could provide property tax
relief to citizens.

8. NACo is concerned that the increased funding for support services for the
WIN program and increased training will fail to realize the goals of H.R. 1 unless
more jobs are provided. NACo urges the Committee to adopt Senator Ribicoff's
proposal to increase public service employment funds for welfare recipients $800
million to $1.2 billion.

9. NACo urges the Committee to delete the provisions in H.R. 1 which deter-
mines eligibility on earnings of the applicant during the three previous quarters
and instead base eligibility strictly on need.

10. NACo urges the Committee to add on amendment to H.R. I which protects
the benefits and rights of state and county employees who transfer to federal
employment under the new program.

11. NACo strongly urges the Committee to delete Section 512 of H.R. 1 which
establishes a ceiling on authorizations for social services. This is just another
attempt to impose the "infamous 110%"y' type ceiling.

12. NACo supports stronger provisions in H.R. 1 for requiring recipients to
cooperate with law enforcement agencies in requiring absent parents to assume
their responsibilities for child support.

Mr. Chairman and Members of the Senate Finance Committee, my name is Doris
Dealaman, Chosen Freeholder of Somerset County, New Jersey. I am serving as
Ohairman of NACo's Welfare Steering Committee. I am accompanied by three
other county officials: Mr. Ellis P. Murphy, Director of Socital Services, Los
Angeles County, California and President of the National Association of County
Welfare Directors; Mr. David Daniel, Director of Public Aid, Cook County, Illi-
nois; and Mr. Ralph Tabor, Director of Federal Affairs, National Association of
Counties. We are presenting a joint statement on behalf of the National Associa-
tion of Counties. After presentation of our oral statement, each of us will be
available to answer any questions you may have.

We thank you for the opportunity to appear before this Committee and give you
our views on pending welfare reform legislation. A similar panel of county offi-
cials appeared before your Committee in September, 1970 and presented detailed
recommendations on the type of long range reforms needed in the welfare pro-
gram. At that time we supported the proposed Family Assistance Plan as a step
in the right direction in reforming the welfare program. Our detailed recom-
mendations went much further than the proposed Family Assistance Plan and
we also had a considerable number of recommended amendments for H.R. 16311.

Essentially, NACo proposed that long range reform should involve the estab-
lishment of two separate, nationally-admint.4tered income maintenance programs
for families. One program would be called a "Work Security Program" and would

72-573 0 - 72 - pt.3 - 4
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include families where the head of the household was employable. The other
program would be for those needy families who were completely dependent and
had no employable adults. Both programs would be separately administered.
We believed the goals for the employable versus the unemployable were different.
We also believed that mixing these two groups together under one direct cash
income maintenance program for the needy created unnecessary public confusion
and criticism. NACo further proposed that all of the programs for the current
adult categories should be merged into one program and be administered separate-
ly the Social Security Administration.

These long range proposals for welfare reform received favorable comment
from members of this Committee. However, It appeared to be the consensus that
there was not sufficient time to consider such a large departure from the legisla-
tion under consideration.

When the House Ways and Means Committee resumed its deliberations on wel-
fare reform legislation at the beginning of the last Congressional Session, NACo's
recommendations for long-range reform were seriously considered. Our recom-
mendation for a separate program for employables and unemployables eventually
was adopted by the Committee and became the central focus of Title IV of H.R. 1.
Many of NACo's other recommended amendments to the 1970 legislation (H.R.
1631) also were adopted by the Ways and Means Committee including: elimina-
tion of the food stamp program in favor of a more adequate cash payment: estab-
lishment of a single adult category of assistance replacing OAA, ATD, and estab-
lishment of an absolute ceiling on total gross family income in determining
eligibility.

We are pleased with these changes in this year's legislation and as a result we
had no difficulty in supporting passage of H.R. 1 in the House of Representatives.
At the same time, we believe that improvements can be made to II.R. 1, and
specifically to Title IV, to better initiate the process of reforming the welfare
program. We would like to recommend the following amendments to H.R. 1.

1. FIrst of all, the bill as it is now written does not provide immediate fiscal
relief to states and counties. This problem has been recognized by Members
of this Committee and more recently by the Administration and the Chairman
of the Ways and Means Committee. As we understand the Administration's
proposal, the amount of fiscal relief to states and counties during this fiscal year
would be limited to $500 million. We do not believe this amount is sufficient nor
does it fully recognize the fiscal strains imposed on state and county budgets
resulting from increases in caseloads and costs during the last several years.

I would like to illustrate this point by citing the case of New Jersey. In 1967
our total welfare expenditures amounted to $142 million of which the Federal
Government contributed $58 million, the state $43 million and counties $41
million. All of the counties' share of the cost came from property tax levies. In
1971, the total cost of welfare jumped to $350 million. Even though the counties'
share decreased from 29% to 15% because of increased state sharing, .the coun-
ties' dollar share still increased to $49 million.

The difficulty of counties having to rely so heavily on property tax as its major
revenue source is further illustrated by the following figures. In 1967, the 21 New
Jersey counties had .to raise $354 million from their own revenue sources to meet
expenditure needs. Of this, $265 ihillion came from property taxes. In 1971, we
raised $557 million of which $438 million came from property taxes.

Gentlemen, this is a 65% increase in property tax revenues in just four years.
The taxpayers in the counties in New Jersey have reached 'the revenue. My col-
leagues can provide this Committee with figures from their states to further illus-
trate the fiscal crisis of local governments. But I think I make the point, we have
to immediate fiscal relief on welfare costs. We would urge the Committee to
amend H.R. 1 to include a "hold harmless" provision based on calendar year
1970 with no cut off for increased costs above some arbitrary percentage (the
Administration is suggesting a "hold harmless" provision limiting fiscal relief
to cost increases of less than 20%).

2. Underlying all our recommendations for welfare reform is the conviction that
welfare is a -national problem which no longer can be administered and financed
by over 1,150 different state and local governments. While H.R. 1 provides for
federal administration and increased federal funding, there is no timetable for
the eventual federal assumption of welfare costs. Tinder H.R. 1. many states and
counties would continue indefinitely to finance part of the costs of the welfare
program. We believe it would make sense, both from a planning and budgeting
viewpoint, to establish a specific date for full federal assumption of welfare costs.



1227

NA~o supports the amendment proposed by Senator Abraham Ribicoff and
others to provide a gradual federal assumption of welfare costs over a five-year
period.

3. Closely related to the two previous recommendations Is the problem of states
and counties paying benefits substantially higher than the l)roposed federal mini-
muni payments. We believe the states who have been paying benefits close to
the established standards of need should not be penalized for their past and
current efforts.

NA Co recommends that H.R. 1 be amen ded to provide 30% federal sharing of
the costs for maintaining benefit levels above the federal minimum payment. We
also recommend that as a condition of this federal sharing, that states be required
to maintain benefits at current levels.

4. As mentioned earlier, NACo had recommended in 1970 that Food stamps be
"cashed out." We are very pleased that this provision is now in H.R. 1 and that
the originally proposed federal minimum payment could be substantially raised
(from $1,600 to $2,400 for a family of four per year). However, we seriously ques-
tion if $2,400 Is an adequate federal floor in many states. We believe that it
should be the aim of welfare reform legislation -to raise payment levels to the
official poverty level (now over $3,900 per year for a family of four) as soon as
l)ossible. We propose that a schedule for raising benefit levels to the property level
be written. into the legislation. We support the amendments offered by Senator
Ribicoff and other Senators on this matter.

NACo also has advocated regional differences In payment levels within states
and between states if such a system could be developed and administered on an
equitable basis. The system would have to be easily understood to make it ac-
ceptable to recipients and to the public. We offer our assistance to this Commit-
tee and to the Administration to develop a system of variable payments which
could be included in H.R. 1. If it is not possible to develop an acceptable system
this year, we urge the Committee to adopt Senator Ribicoff's amendment calling
for a two-year study by HEW and reporting the results immediately to Congress.

5. In previous testimony we strongly recommended inclusion of needy childless
couples and single adults In the federal program. We still see no reason, other
than federal budgetary considerations, for not making them eligible for federal
welfare benefits. As it is right now, these people are only eligible for general
assistance which varies tremendously from state to state and county to county.
As you are aware, counties pay a substantial portion of general assistance
costs In many states. In California, counties pay the entire cost of general assist-
ance and in Los Angeles County alone this amounted to $52 million last year. By
including needy childless couples and single adults In the federal program, Con-
gress could provide considerable fiscal relief to the property taxpayers In many
states.

NA~o also recommends that if needy childless couples and single adults are
included in the federal program., a determination should be made at the time of
determining eligibility whether the person is employable or potentially employ-
able. If the person is employable, they should be placed in the proposed Oppor-
tunitics For Families program. We also recommend that 'benefit levels be the
same as for other adult programs (Title V of H.R. 1).

6. NACo is pleased with the provisions in the recently enacted Social Security
Amendments increasing federal matching on support services for the WIN pro-
gram from 75% to 90%. Along with other requirements in the 1971 Amendments,
we believe states and counties will be better able to achieve the goals Congress
originally set out for the WIN program.

However, with unemployable staying at 60% nationally, and at much higher
rates in many urban and rural areas, we must have more jobs. It Is claimed
that H.R. l's $800 million will provide 200,000 putillc service jobs for welfare
ree i)ients. We do not believe this will be sufficient If we are to provide employ-
ment opportunities for low income people needing work. We urge the Committee
to accept Senator Ribicoff's amendment to H.R. 1 increasing funding to at least
$1.2 billion. Even this may prove to be inadequate.

7. NACo Is very concerned about the provision In .R. 1 which bases ellgi-
bility for recipients on earnings during the three previous quarters of the year.
We believe eligibility should be based strictly on current need and not on previous
earnings. In effect, the provision in H.R. 1 would deny benefits to migrants and
seasonal workers who need a stlstance and might otherwise be eligible. This means
that while waiting to be eligible for federal benefits, these peoples' needs would
have to be met through general assistance programs operated by the states and
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counties. The -provision could save the Federal Government a substantial amount
of money but Instead the burden would be shifted to the states and counties.

In a related matter, we would recommend that provision be made in H.R. 1 to
provide emergency assistance in instances where checks are stolen. Otherwise
the state or county would have to provide temporary assistance until the checks
could be replaced.

8. NA~o has studied the various proposals before the Congress to provide
additional child development care and services and we are reluctant to endorse
any of them. There is no question that- child care facilities qnd services have to
be greatly expanded if the Opportunities For Families program is to achieve its
goals. Although there is much debate about "custodial care" and "comprehensive
child development", we believe that the immediate objective should be to help
mothers on welfare who want to work. As provided in H.R. 1, the Department
of Labor would be given responsibility for finding adequate child care services
and this would be coordinated with the OF program. We think this is probably
the soundest approach.

9. NACo is concerned that H.R 1 contains no provisions for an orderly and
equitable transfer of state and county employees to federal employment. We
believe this is the most serious omission in H.R. 1. While NACo supports the
amendment offered by Senator Ribicoff and other Senators to protect the rights
and benefits of state and local employees transferring to the Federal Government
we would be happy to work with the Committee and the Administration to fur.
ther refine and develop acceptable language.

10. The provisions in H.R. 1 limiting authorizations for social services is coM-
pletely unacceptable to both counties and states. Congress has reaffirmed its
position almost annually in the appropriations process that states and counties
should -continue to be encouraged to provide more social services. We see these
provisions as just another way for the Administration to impose the "infamous
110% ceiling".

,We are relucant to comment too much further on the social services provisions
In H.R. 1 in view of the legislation to be submitted by the Administration to
Congress in the next few days. We refer to the Allied Services bill. NACo staff
has had a chance to briefly review the bill and our initial reaction Is favorable.
However, the legislation will need to be studied by our NACo Welfare Steering
Committee.

In view of past CJongressional actions on funding and the pending social serv-
ices legislation, we urge the Committee to delete Section 512 of H.R. 1.

11. It appears very unlikely to many of our welfare directors who have had a
chance to work with HE1W on the administration of the new program that all
states can be brought under federal administration In one year after the effective
date of H.R. 1. We would recommend that H.R. 1 be amended to provide that the
Federal Government could contract wtih states for administration of the new
programs up to two additional beyond the one year provided in H.R?. 1.

12. The Federal Government has a considerable investment in buildings and
leases of existing state and county welfare agencies since It provides 50% of the
administrative costs of these facilities. NA(o recommends that an amendment
be added to H.R. 1 requiring the Secretary of HEW to negotiate with states and
counties to take over existing facilities and leases wherever it is feasible.

13. NACo agrees with the concerns expressed by the Chairman and many other
Members of the Committee that stronger provisions have to be made In H.R 1
for requiring absent parents to assume their responsibilities for child support.
We are particularly concerned with recipients who refuse to cooperate with law
enforcement agencies. We would be happy to work with the Committee on
developing stronger provisions.

In conclusion,-gentlemen, we would like to urge this Committee to act promptly
on I-.R. 1. We are conceded that the Committee may not see fit to report a bill
containing Title IV which we consider the essence of welfare reform. We can
only reiterate our conviction, after years of study by elected county officials and
top county welfare adminL'trators from all around the country, that we believe
this is the best thought out approach to at least make a start. We cannot keep
discussing alternatives. At some point we have to act.

-We would appreciate it if we could be allowed to submit additional statements
from individual counties up until the hearing record closing date.

We would be happy to answer any questions you may have. Thank you for the
opportunity to present our views.
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NATIONAL ASSOCIATION OF COUNTIES,
Washington, D.C., February 10, 1972.

Hon. RUSSELL LONG,
Chairman, Senate Committee on Finance,
2227 New Senate Office Building,
Washington, D.C.

DEAR Mr. CHAIRMAN: The National Association of Counties would appreciate
it very much if we could be allowed to submit a further statement to the testi-
mony we presented January 26, 1972 on H.R. 1. We specifically would like to
speak about the problem of improper utilization of beds for patients covered by
Medicaid. This problem has been brought to our attention by county welfare com-
missioners in New York.

There are over 30,000 Medicaid patients in nursing home beds in New York
State. The need for this level of care, from a medical standpoint, just doesn't
exist in at least 20% of the cases. These patients are there because of the lack
of facilities providing a lower level of care, or because it is financially advan-
tageous to them. Many could be adequately cared for in the home of a son or
daughter if there was a way to compensate financially for providing for the
care given.

If persons are to be given a choice in living arrangements under the Welfare
system, then, they should also be given a choice under Medicaid, at least where
their choice would in many instances require a lesser expenditure of public
funds to meet this need. A survey of elderly persons receiving care indicated
that nearly 25% of them preferred to live with their families if financial arrange-
ments could be made.

New York has considered the possibility of having a daughter certified as a
"Home Health Aide" but Federal Regulations (45CFR249.10) prohibit federal
reimbursement for personal care rendered by a member of the family. It appears
that this problem can only be rectified by an amendment to the Social Security
Act.

If a person can be medically certified, after an evaluation by a medical review
team, as needing a health related or lower level of care, and that care could be
provided by a daughter or daughter-in-law, we would recommend that the equiv-
alent of the amount paid to a nursing facility should be made available to pur-
chase care within the immediate family.

This proposed amendment could save $12 to $15 a day per patient In costs,
provide a certain amount of semi-independence to the patient, and reduce the
moral guilt felt by children who now leave their parents in nursing homes be-
cause they cannot afford to provide needed care at home.

The afinual cost of misplacement of patients is in the millions of dollars in
New York State alone. We have no idea what it is nationally. It also distorts
the true demand for nursing homes. Continuing current policies only supports
a growth in nursing home construction which this nation can ill afford.

The limitation proposed in H.R. 1 on the number of days of long term care that
Medicaid will cover is a further reason to correct this inequity.

We appreciate your consideration of this proposed amendment.
Sincerely,

RALPH L. TABOR,
Director, Federal Affairs.

STATEMENT BY COUNTY EXECUTIVE EDwIN G. MICHiAELIAN OF WESTCHESTER
COUNTY, NEW YORK ""

My name is Edwin G. Michaelian and I am the elected County Executive of
Westchester County, New York, now serving in- my fifteenth year in this capacity,
having been elected and re-elected to that office four times, beginning in 1957.
I am currently the President of the National Council of Elected County Execu-
tives, a member of the Board of Directors of the National Association of Coun-
ties and a past-president of that organization, a member of the Advisory Com-
mission on Intergovernmental Relations, a past-president of the New York State
Conference of Mayors and a former member of the Surgeon General's Advisory
Committee on Urban Health Affairs. Westchester County is situated directly
north and contiguous to the City of New York. It is a suburban county com-
prised of 6 cities, 18 towns and 22 villages on whose behalf all public assistance
programs are rendered by the County and funded by taxes levied on real prop-
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erty by the County. Westchester has the reputation of being the most prosperous
county in the Country but nevertheless, with a population of 900,000, at pres-
ent 65,000 are receiving various forms of public assistance and one out of eight
residents of our County- has an income-below the State's statistical poverty level.

The gross appropriation for Public Assistance, as budgeted by Westchester
County for 1972, is nearly $145,000,000, of which approximately 30% or $43,000,-
000 is the County's share of Public Assistance levied upon the real property of
our County. Welfare assistance is nearly 50% of the net budget of our County
and hence a terrific drain upon our tax resources which has crippled our ability
to establish priorities for other needed and essential programs. It is because of
these factors that I am addressing myself to your Honorable Committee in favor
of the enactment of H.R. 1.

There is no doubt in my mind that President Nixon's proposal for welfare re-
form constitutes the most significant social legislation since the great depression
of the 1930's.

The time has come for the present antiquated and cumbersome welfare sys-
tem to be abolished and to be replaced by-.one which will restore human dignity
to our poor, will place a floor under the income of every family with children,
which will establish an effective work incentive and an effective work require-
ment, and which will lead toward the reduction of welfare costs at the county
and city level.

The welfare problem is a national problem. It should therefore be dealt with
and financed at the national level. That is the basic intent of the Family Assist-
ance Plan portion of H.R. 1.

I fully support the inclusion of 'the working poor in the Federal program be-
cause in my State and County we have been helping the working poor in our
Home Relief and Veterans' Assistance programs without any financial assist-
ance whatever from the Federal government.

I also endorse the proposals for expanding day care services for children of
working mothers so that more mothers will be able to go to work and thereby
eliminate of reduce their need for welfare.

While the basic allowances under the Family Assistance Plan (which result
in an amount of $2,400 for a family of four) are considerably below the cost of
living in my County, I am willing to accept them as a starter because I believe
it is more important at this time to begin replacing the present fragmented and
ineffectual welfare system with one which emanates from the Federal level and
contains uniform nation-wide standards. This also will help to reduce the migra-
tion of needy people from one state to another which has been one of the rea-
sons for increasing welfare caseloads In'my Ciounty. As to the dollar amount of
that basic allowance, I believe the proposed supplementation provisions will meet
this problem until the Federal government will, I do not doubt, recognize the
variations in cost of living in different areas of the country.

In this connection, I commend to your kind attention the report of the Sub-
committee on Federal Legislation of the New York State Temporary Commis-
sion to Revise the Social Services Law titled "The Welfare Provisions of H.R. 1
and New York State."

I share that subcommittee's concern over the possible increase in State and
local welfare costs under the supplementation provisions for our Home Relief
and Veterans' Assistance cases.

It seems to me that the same "save harmless" provisions applicable to current
Aid to Families with Dependent Children expenditure should be applied to the
supplementation of the working poor and others under our Home Relief and
Veterans' Assistance programs

Further, I support the concept that Federal government should reimburse
States and localities at the rate of 30% for supplementation payments as provided
in the original version of HIR-1 and as proposed in Amendment No. 559 (Ribicoff)
now before the Senate Finance Committee.

In the meantime, pending final action on HR-1, I believe that immediate
actions must be taken to modify Ithe present "work incentive" feature for Aid to
Families with Dependent Children cases in the Social Security Act under which
Aid to Families with Dependent Children mothers who go to work are awarded
$30 per month plus 'A of the balance of their earnings to be disregarded in
computing their needs. The intent of 'this incentive is laudable, but in practice
this particular formula results in net income to these families far in excess of
comparable self-supporting families living in the same areas. For example, a
working Aid to Families with Dependent Children mother with only one child
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in my County will have to earn at least $7,200 a year before she Is ineligible
for public assistance. For a family of four this figure becomes $9,000 anually,
and neither of these a mounts includes child day care which costs us an additional
$40 per week per child which is now the average cost of group day care in my
County.

I believe the answer is to gradually reduce the "1/3" as earnings increase.
I also wish to apprise your Honorable Committee that under HR-1 our counties

and cities in the meantime will continue to be called upon to provide a wide range
of social services to our needy citizens-in addition to the financial assistance
which i am hopeful that the Federal government will eventually take over
completely.

However, I am concerned over the change in the recent version of HR-1
whieh closes the present open-end appropriation of the Federal share of the
cost of social services. It seems to me that not only should the present provisions
for Federal aid to local social services be continued but also should be expanded
to include social services not receiving Federal assistance at the present time.
Among these are the following:

Adoption services.
Children in foster homes.
Most children in institutions.
Services to unwed mothers.
Day care for children under child welfare.
Burial of indigent persons.
Among other social services being provided by us and which will continue to

be administered by our County even if HR-1 is enacted are the' following:
.Child preventive services.
Child protective (abuse) services.
Children in Need of Supervision ("PINS").
Paternity petitions in family court.
Support petitions.
Uniform support of dependents petitions.
Group day care for children.
Family day care for children.
"In Home" day care for children.
Family planning services.
Locating deserting .,trents.
Withholding of rent, a slum housing.
Emergency housing services.
Proprietary homes for aged.
Foster homes for aged.
Half-way lhouses for youth.
Financial resource service (estates-insurance--property).
Employment and vocational rehabilitation services
Work relief.
Community work and training programs.
Home economics and nutrition services.
Federal food stamp plan.
(This is subject to termination upon enactment of HR-1.)
Economic Opportunity Act projects for recipients.
Mass emergency services in natural disasters or war emergencies.
Operation of a public home and infirmary.
Field nurse service.
Pharmacist-prescription checking service.
Volunteer services.
In-service training and a number of ancillary services.
The above listing points up what few people are aware of-the very broad

and comprehensive nature of our local social services and the need for adequate
financial support. Also, this listing does not include our largest single program
and the one which is increasing most rapidly in cost-the Medical Assistance
Program for needy Persons, commonly known as "Medicaid."

Ten years ago (1961) we spent in my County about 51/ million dollars for all
medical care for needy persons. whereas in 1971 our Medicaid expenditures were
almost $49 million-an increase of 800%. This coming year we anticipate that
our Medicaid expenditures will amount to about $55,700,000-ten times the
amount spent in 1961.
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Medicaid rates for hospitals and nursing homes are mandated (as are all
Medicaid rates) i)y the New York State Health Department, and in just one
year from 1970 to 1971 they increased between 25% and 30%.

These constantly increasing costs are now resulting in hospital Medicaid rates
4n my County running about $100 a day pei patient and Medicaid rates for
nursing homes approaching, and a few exceeding, $1,000 a month per resident.
Only a few of our citizens are able to meet such high costs, for long and increasing
numbers are winding up on our Medicaid rolls. This, in turn, places a continlyallY
greater burden on us at the local level and emphasizes once again the necessity
for higher levels of government to take over more of these costs since they have
available much broader tax bases.

That Is why I am very much in favor of a National Health Insurance Program,
along the lines proposed by President Nixon, to replace the present Mdicaid
program.

While this is a separate proposal for our subject today, it would include
Family Assistance Plan recipients, and I feel constrained to mention It in order
to point up the serious financial plight of our counties and cities which is be-
coming rapidly critical. The sooner this type of Health Insurance Program is
adopted the better will our fiscal situation become, and with the hoped-for en-
actment of HR-1 as I have outlined above our local problems over welfare and
Medicaid should be substantially eased.

STATEMENT OF ELLIS P. MURPHY, DIRECTOR OF THE Los ANGELES COUNTY DEPART-
MENT OF PUBLIC SOCIAL SERVICES

Mr. Chairman and Members of the Committee, I am Ellis P. Murphy, Director
of the Los Angeles County Department of Public Social Services.

First of all let me indicate I appreciate this opportunity to appear before you.
I am here to give you a firsthand example of what the "Welfare Crisis" means
to a large urban area. My testimony is to supplement material presented to you
by the National Association of Counties and is designed to demonstrate why I
believe the Federal takeover of welfare is imperative.

OVERVIEW OF LOS ANGELES COUNTY AND TIE GENERAL IMPACT OF WELFARE

In putting the welfare situation in Los Angeles County into perspective, I must
first point out certain key facts. First of all, Los Angeles County's population
exceeds 7 million people and is the second largest metropolitan area in the
United States-second only to New York. The county's population Is projected
to top 8 million by 1985. Los Angeles County accrunts for more than Y of the
State's population, personal income, labor force, retail sales, automobile, bank
debits and new construction. It also accounts for 40% of the State's welfare case-
load-the balance being distributed among the remaining 57 counties.

The history of welfare caseload trends in this county has been one of sky-
rocketing, uncontrollable increases throughout the last decade. A comparison
of the ten-year period of 1962 to 1972 shows that the population receiving public
assistance has increased from 200.000 in 1902 to 900,000 in 1972-a 3W50% in-
crease. During the same period, the total county population increased from 6
million to 7 million-an increase of only 17%.

In terms of budgeted expenditures for welfare in my county, total costs during
the same period have increased from $20 million to $1.4 billion-- 600% increa.e

Looking at the figure of 900,000 persons on welfare in Los Angeles in a slightly
different manner, we find that this amounts to 1 out of every 8 of our citizens
receiving lul)lic assistance. This welfare population of 900,000 persons In itself
is larger than the total population of all but the 7 largest cities ia the United
States.

RESULTING IMPOSSIBLE FINANCIAL BURDEN PLACED ON TIE COUNTY TAXPAYER FROM
WELFARE GROWTH

The local share of welfare costs in California is financed, from property taxes
In the last 10 years, the Los Angeles property tax levy for welfare has climbed
from approximately $50 million to over $300 million-a 500% increase. Since
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the property tax base is relatively stable as compared to welfare growth, the
total county tax rate has mushroomed to twice what it was 10 years ago and has
become so oppressive as to create the potential of forcing people to sell their
homes.

In addition to mushrooming the total county property tax rate, the welfare
share has expanded from approximately 15% to 40% of the total. This means
welfare is taking money that would normally be spent on other critical county
services such as health, law enforcement, fire protection, and environmental
services.

We believe it is apparent that local governments are not equipped to finance
welfare. We believe only the Federal Government has a tax base broad enough
to finance this program. In recognition of this fact, the Board of Supervisors of
Los Angeles County has repeatedly expressed its support of HR 1 and the ultimate
objective of a complete Federal takeover of welfare programs and administration.

THERE IS LITTLE OR NO STATE AND LOCAL CONTROL OVER THE CURRENT WELFARE

SYSTEM

Even with the tremendous financial burden placed on the state and local tax-
payers as a result of the various welfare programs, state and local discretion
over these expenditures must considered as almost non-existent. For example,
just this year in the State of California a law was passed to prevent what we con-
sider a very serious loophole in the current welfare system. That is; with all of the
various work expense allowances and 'bonuses to encourage recipients to work,
a situation has been created whereby it is possible to obtain extremely high
incomes and still remain eligible for welfare. It is entirely possible for welfare
mothers to obtain jobs and to remain eligible and to receive cash welfare pay-
nients at the same time earning in excess of $10,000 per year.

In an effort to begin to close this loophole last year, work expenses for trans-
portation, the additional cost of meals and clothing were limited to $50 per
month. This also had the distinct advantage of providing a much simpler system
to administer than the prior requirement involving detailed comp)utations and
thereby further saving taxpayer funds through reduced welfare staffing. Im-
mediately upon implementation of this new requirement, it was tested in Courts.
To date, all Court action has held that this requirement is not in conformity
with Federal law and therefore cannot be enacted.

Numerous other similar examples could undoubtedly be cited across the na-
tion. What we have therefore is a situation where state and local governments
are expected to contribute massive portions of their total resources for a pro-
gram they have no significant voice in. I believe this to be another key reason
for Federal takeover of the welfare system.

DEVELOPMENT AND UTILIZATION OF HTIMAN RESOURCES BEING WASTED UNDER
THE CURRENT WELFARE SYSTEM

In my county alone, we estimate that there are 70,000 heads of current wel-
fare families that are employable under the provisions now included in HR 1
(families with both parents at home and families headed by mothers with no
children under 6). I am sure if you were to multiply our estimates across the
nation, you would find literally hundreds of thousands of ablebodied people
available to contribute to the productive resources of our country rather than
being a burden as they noware.

I believe this point must be emphasized. Not only do we lose goods and serv-
ices from not utilizing these people in the labor force, but we also are forced
in the position of taking monies from productive members of society to provide
their means of support. Also. I cannot pass this overall area without also men-
tioning the underlying social problem created by such a situation. What lind
of life do the parents and children in welfare families have to look forward
to in our current system where there is so limited a possibility of becoming a
productive member of our society and building a better life for themselves?

Under IHR 1 we believe this situation stands the potential of being immensely
imlp'oved. These people would not be assigned to a "welfare" department, but
would be concentrated within the Department of Labor. We believe this cen-
tralization and resulting visibility can only lead to much more effective ap-
proaches for making use of this now wasting resource.
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THE CURRENT WELFARE/SOCIAL SECURITY SYSTEM IS WASTING TAXPAYER FUNDS
BY HAVING TWO BUREAUCRACIES TO HANDLE THE SAME PEOPLE

For example, in Los Angeles County we have over 100,000 aged people receiv-
ing welfare payments. About 80% of these people also receive social security
payments. We have, In effect, a system where two separate organizations are
paying the same people. HR 1 would consolidate these staffs and payments,
thereby eliminating much current duplication and save taxpayers monies.

ONE SUGGESTED CHANGE IN EXISTING LEGISLATION

Recognizing that any legislation of this magnitude cannot meet all peoples
needs and therefore must consist of' many compromises, and in light of the
numerous other testimony presented including that of the National Association
of Counties, I take this opportunity to suggest only one change.

Absent fathers are now responsible for more than 80 percent of the families
on welfare. It is my position that maximum financial support be obtained for
children from their absent parents. 1 believe the current legislation should be
strengthened in this respect. Specifically, I recommend:

The legislation be modified to place responsibility for child support activities
with a law enforcement agency. Current responsibility is now divided between
local welfare departments and district attorneys.

The non-support of children by an able absent parent should be made a
Federal offense. Our experience with the various current local laws indicates
that much strengthening is necessary and that one firm way of accomplishing
this is through Federal law.

The current legislative proposal should be strengthened to provide penalties
for any recipient who refuses to cooperate with law enforcement agencies in
the enforcement of child support from absent fathers. The current legislation
does not contain such provisions and various recent Court actions point to a
significant weakening of existing local provisions in this area.

Thank you for the opportunity to share my thoughts with you.

COOK COUNTY DEPARTMENT OF PUBLIC AID,
Chicago, Ill., February 14, 1972.

To the Honorable Chairman and Members of the U.S. Senate Committee on
Fin ance:

GENTLEMEN: I should like to submit for your consideration the attached com-
ments with regards to proposed H.R. 1.

These comments are in addition to those which I joined in presenting as a wit-
ness for the National Association of Counties on January 26, 1972 when we ap-
peared personally before the Committee on Finance.

Respectfully yours,
-% "DAVID L. DANIEL, Director.

STATEMENT OF DAVID L. DANIEL DIRECTOR, COOK COUNTY DEPARTMENT
OF PUBLIC AID

1. DEFINITION OF UNEMPLOYED FATHER FOR AFDC

The provisions which reduce the number of hours a father can work from 85
per week to 100 per month significantly limit the number of families with inade-
quate income who will be able to qualify for AFDC, and will have the affect of
increasing the number of families with marginal and sub-marginal income who
will have to depend on General Assistance.

Instead of providing increased financial support to the states, this would have
the affect of creating an additional burden on those states with General Assistance
programs, and creating a hardship for those families in states where no such
programs exist. It is conceivable that this provision will not only encourage deser-
tion on the part of fathers whose earnings will not be sufficient to meet the needs
of their families, and also a disincentive to many who might otherwise look for
and accept part-time employment.

It is my opinion that It would be cheaper In the long run to increase, rather than
reduce the number of hours which a father may be able to work and still qualify
for AFDC under the "unemployment test."
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2. ELIGIBILITY BASED ON CURRENT NEED RATHER THAN ON INCOME
EARNED IN PRIOR QUARTERS

A public assistance program in which eligibility is based on earnings in prior
quarters is unrealistic. This provision might be considered realistic if families
could predict their future circumstances. A family's standard of- living is based
on its level of income, and not in anticipation of what income it will have in the
future. As a consequence, when and if an emergency strikes, the resources which
the family may have had are not always available for current needs. This practice
is not peculiar to the poor.

If this provision is applied as outlined under H.R. 1, the states and local gov-
ernments can expect a need for an increase in appropriation in funds to meet the
needs of persons who will no longer be able to qualify for federal benefits.

3. EXPAND THE PUBLIC SERVICE EMPLOYMENT PROVISIONS

- These provisions should be expanded to cover the General Assistance recipient
as well as potential recipients in the household of public assistance families. It is
in the General Assistance programs where we find the large numbers of unem-
ployed employable persons, and to exclude them from the benefits of this provi-
sion is to ignore one of the most critical needs of the states.

4. SOCIAL SERVICES

The ceiling on federal matchability for mandated social services should either
be removed altogether, or raised significantly. The availability of services for
those who can benefit from them is essential to any successful effort to return
families to a self-support status. It requires more than money to achieve this
objective.

5. ELIMINATION OF TIIE CATEGORIES

The current system by which the needs of people are met through categorical
programs is artificial, arbitrary, and wasteful. The only eligibility requirement
should be need. This does not mean that it would be easier to receive assistance,
since it would still be incumbent upon each person to prove that he has the
means by which he could achieve a solution to his own problem. This would in
no way minimize the importance of cooperation. The present system is too time
consuming. Too much time is spent on trying to determine a proper category with
too little time left for services. No money is saved by the categorical method,
since the person is eventually placed on one program or another so that his
needs can be met.

6. SINGLE PERSONS AND CHILDLESS COUPLES

These people are currently excluded unless they are unfortunate enough to be
blind, disabled, or aged. Although many of those who cannot meet the above
requirements are as severely deprived as those with the physical handicaps. It
does not seem equitable to categorically deny a citizen assistance that he needs
merely because the origin of his need differs from that of another citizen not-
withstanding the similarity in the severity of the circumstances. Such needy
persons are eligible. for General Assistance only and courts have taken note of
and frowned upon the differential treatment accorded them.

7. PAYMENT LEVELS

The present payment levels tend to favor those states where the present pay-
ment levels are low. Unless som*h provisions can be developed whereby those
states which are of necessity l)roviding htgh-dFstandards, are given some special
consideration, it is expected that the fiscal obligations which they will have to
undertake to provide supplementation beenfits will be prohibitive.

8. UNEMPLOYMENT COMPENSATION BENEFITS

Every effort should be made to avoid duplication of effort by more than one
agency. For this reason, I would recommend that for Individuals who qualify for
unemployment benefits, the minimum payment standard be equal to that of
I)ul)lfc assistance, so that such persons or families would not have to be referred
to public assistance for supplementation of the unemployment benefits.
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This would mean that the Department of Labor would retain the sole respon-
sibility for such an individual so long as he remains eligible for unemployment
benefits or until he finds a Job.

At present there is too much shifting of families from one agency to another,
and no one wants to accept responsibility for the person's failure to achieve self-
support. Frequently agencies work at cross-purposes, and the client becomes
the victim.

9. EMERGENCY PROVISIONS

The present emergency provisions are much too limited to be of any significant
help in the urban community where emergencies are commonplace. Duplicate
rents are frequently needed because of fires. It is not infrequent that cash is
stolen and families are left without any resources with which to manage. To
advance funds and deduct in subsequent months circumstances such as these
will be of little assistance. This is a necessary expense, and either the federal
government will have to assist, or the states will have to undertake the burden
alone.

It is conceivable that in many 'areas this may not be a significant problem.

Senator BENNET. The bells are going to ring in about 1 minute
over on the Senate floor.

The CHAIRMAN. Is Mrs. Bruce Benson here?
Mrs. Benson, we will be voting in just a few minutes. We will be

back. We think we can be back here by 11 o'clock, so suppose we stand
in recess until 11 o'clock and we will hear you at that time.

(Recess.)
The CHAIRMAN. The hearing will resume.
Mrs. Benson, please?
Mrs. Benson, more of our Senators wanted to be here but Senator

Byrd is in executive session in the Armed Services Committee marking
up a bill, and Senator Talmadge is at another committee meeting.
They sent their apologies that they couldn't be here. In any event,
we will make your statement available to all Senators.

STATEMENT OF LUCY WILSON BENSON, PRESIDENT, LEAGUE OF
WOMEN VOTERS OF THE UNITED STATES, ACCOMPANIED BY
LEONARD LESSER, CONSULTANT; TACK T. CONWAY, PRESIDENT,
COMMON CAUSE; AND JACK MOSKOWITZ, CONSULTANT

Mrs. BENSON. Thank you very much, Mr. Chairman.
I would like to introduce to you Mr. Conway, on my right, who is

going to testify for Common Cause, and, on my left, Leonard Lesser,
and on the far right Jack Moskowitz, who are our consultants.

First, I would like to submit for the official record a statement of
joint endorsement by Common Cause and the League of Women
Voters for Senate Abraham Ribicoff's amendment 559 to H.R. 1.
To date, the following organizations and individuals have officially
subscribed to that statement: American Jewish Committee, Anti-Def-
amation League of B'nai B'rith, B'nai B'rith Women, United Auto
Workers and Norman Lourie, representing Governor Milton Shapp of
Pennsylvania.

These endorsements represent general support of the Ribicoff pro-
posal. The endorsers are not limited in any way to the points made
in the statement; most will add their own views for the record.

Second, I will present a summary of the League's recommendations
to this committee and the reasons for them. The full text of the
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League's position has already been submitted for the official hearing
record. Supporting documents and memoranda from State leagues
will be submitted prior to the February 18 deadline.

Mr. Chairman, the phrase, "the welfare mess" has been repeated so
often and by so many people, including national leaders, that many
believe it is the poor people thefiselves who are the mess. That is
not, true. The day-to-day hardships and downright deprivation ex-
perienced by poor people, the misconceptions and lies affecting people
who receive assistance or who need assistance, the actual shortage of
decent paying jobs, the myth that anyone can earn a decent living
if only that person were willing to work, and the injustices and
inequities of the present welfare system-these factors constitute the
mess, not people who are in need.

League members agree that one way to begin clearing up the mess
is to reform the welfare system and increase opportunities so that
people can help themselves. The kind of welfare program we will
endorse needs to be an income-opportunity program. That means it
must include:

A Federal system of minimum income grants for individuals and
families for whom there is no other way to secure a decent living and
determination of benefits on current need, as under present law;

Federal supplementary grants for the working poor;
Federal standards and safeguards for individual rights;
Realistic job training, jobs paying the Federal minimum wage,

child care that is more than custodial, et cetera, and
Financing in keeping with the national wealth including Federal

and State guarantees against benefit cutbacks.
We realize that programs of this scope cost a lot of money. We

also know that while the dollar cost of welfare reform can be predicted
with a degree of accuracy, the social costs of no action, or of token
action and token funding, cannot be measured accurately and their
consequences may be irreversible.

We are convinced that adoption into law of the Ribicoff amend-
ment as title IV of H.R. I would alleviate many of the inadequacies
and injustices of the present welfare system.

We know it would be a boost upward to people in the approximately
J.4 million households receiving money income of less than $3,999.

We urge the Senate Finance Conmittee, therefore to adopt the
Ribicoff amendment and to reportI H.R. 1, thus amended, to the Senate
promptly. We find the Ribicoft amendment superior to H.R. 1 as passed
by the House last June for the following major reasons: -

The league knows, as you know, that $2,400 annual support is not
enough for a family of four. Senator Ribicoff proposes $3,000 as a
minimum floor, beginning in 1973. Members of the committee and
league members know that $3,000 is not enough for decent living. This
amount, however, coupled with supplementation for the working poor
and other provisions in amendment 559 would be a real step forward
for millions of Americans.

The Ribicoff proposal has the further advantage over H.R. 1 in that
it extends income grants to individuals and childless couples; it re-
quires annual adjustments in the minimum payment so that the official
poverty level would be reached by 1976, and it requires adjustment for
cost-of-living changes.
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The league supports increasing the initial minimum grant to $3,000
even though that increase would mean increasing the cost and the num-
ber of people assisted. We are aware of the recent HEW esti-
mates predicting greater cost and coverage for H.R. 1 and amendment
559 than were estimated earlier-a jump, in fact, to a projected 40.3
million recipients under the Ribicoff proposal in fiscal 1973 rather
than the 30 million estimated earlier. There is a false impression that
all recipients would receive either $3,000 or a full supplement of earn-
ings to the breakeven level for the working poor. Supplements for
many recipients, however, would be small._

We urge the higher minimum in the full realization that it would
mean a significant increase in the average tax burden for four-member
households with earnings in excess of $15,000. On the other hand, the
tax burden for four-member households at the $6,000 income level
would be greatly reduced and the burden would remain about the same
in the $10,000 to $15,000 income brackets.

The Ribicoff amendment also protects individuals against benefit
cuts and we support this requirement in amendment 559 that States
maintain benefits to protect individuals against cuts under current
State programs.

We also support requirements for 30-percent Federal matching
incentive funds and Federal assumption of the total cost of cash as-
sistance grants over a 5-year period.

If the States are to be hold harmless against any increased costs
above those of calendar year 1971, under standards applicable in that
year, then people should be held harmless against any reductions. Fis-
cal relief to States can be a legitimate means of protecting our poorest
citizens against being the first victims of State fiscal problems; but
alone, fiscal relief does not constitute welfare reform and we do not
accept it as a substitute.

The League does not quarrel with the requirement in H.R. 1 and
amendment 559 that family members declared available for employ-
ment must register for manpower services, training and employment.
Such registration could serve to develop more accurate information

' about how many people are really employable and what kinds of
training programs and support services people need. However, we
object strenuously to administrative practices which would turn the
registration requirements into another bureaucratic harassment of
poor people, or into a device for withholding benefits until registra-
tion can be completed, or into a tool for reducing rolls.

In the area of work requirements, provisions of amendment 559 are
superior to those in H.R. 1, we think, in several respects:

:(1) H.R. 1 would establish a double wage standard. The minimum
wage for people required to take private jobs would be three-cuarters
of the Federal minimum wage, but the minimum for new public serv-
ice jobs would be the full Federal minimum. Such a double standard
would promote an image of certain jobs being welfare jobs and would
further stigmatize working people who are receiving public assist-
ance.

We support amendment 559 because it requires full Federal mini-
mum for any job to which welfare recipients would be referred.

'Amendment 559 also exempts mothers from the requirement to
work if suitable child care is not available or is too remote.
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There are indications that work requirements are unnecessary and
disproportionately costly in relation to results. There is much evi-
dence that it has been impossible to provide the jobs, training or child
care facilities for those in AFDC programs who want to work.

An analysis of Now York State's new work requirement program
in Monroe County -Rochester area-for the months of July through
October 1971, indicates that the "administrative expenses of $82,474
a month have far outweighed the savings of $44,690 due to case
closings," and that a smaller percent of people were moved into em-
ployment at this higher cost.

In addition to the impracticality and the high cost of admiriister-
ing work requirements, there is an element of forced work in the
whole idea which league members disappro-ue strongly. We believe it
more realistic and far preferable to spend money to create new train-
ing programs, additional public service jobs and child care serv-
ices, and to back up those programs with" genuine work incentives
than to institute any program that would force people to work.

Your committee made it clear in its hearings last year and in its
special committee studies this year that the work incentives in H.R. 1
are unrealistic and counterproductive. The Ribicoff proposal to in-
crease the income disregard to 40 percent of earnings beyond the first
$720 is an improvement. And since the problem is complex, we en-
dorse the Ribicoff requirement for tests by the Department of Health,
Education, and Welfare of various earnings-disregard formulas.

The league's concern about child care programs in relation to a new
welfare system is a part of its commitment to equal eductaional op-
portunity for all people.

We support the legislative requirement in amendment 559 that child
care standards for services to public asistance recipients "shall be no
less comprehensive than the Federal interagency day care require-
ments."

Our members are deeply disturbed about the potential for violation
and invasion of individual rights and harassment of applicants im-
plicit in H.R. 1. The Ribicoff amendment corrects the major defects
in H.R. 1 as to hearing and appeal rights of claimants.

The Ribicoff amendment, however, does not correct the administra-
tive maze of H.R. 1. At a minimum, the league urges a positive legis-
lative guarantee that people will not be shuffled back and forth between
offices in the multiheaded welfare structure proposed in H.R. 1 and
amendment. 559.

Having presented to the committee the league's major reasons for
seeking welfare reform and for advocating adoption of amendment
559, I want to stress another aspect of this whole problem. League
members find it grossly misleading to promote the idea that so-called
workfare can be a substitute for welfare. It sounds good; it is politi-
cally popular; but the fact is that most welfare recipients cannot-be
taken off welfare rolls and put to work.

We cannot put to work the aged, blind, and disabled, those who are
too young or are incapable of work for physical and mental reasons,
and those who are responsible for the care of very young children
cannot work. That leaves about 126,000 able-bodiec males, many of
whom are now in training programs, about 75,000 mothers who could
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work if suitable child care were available and about 125,000 more who
might work after extensive rehabilitative and training services.

That would still leave at least 13.5 million people who need major
cash assistance. Need is need and cannot be shunted aside and we do
not believe the Nation should be duped into thinking work is the total
answer. Indeed, no amount of false, packaging around a welfare re-
form program will deceive either the poor or those of us who place
high priority on meeting the needs of America's disadvantaged people.

The Senate Finance Committee has purview of Federal tax, social
security, and public assistance programs. It therefore has great re-
sponsibility which carries with it- unique opportunity for leadership;
and leadership is what the league asks of this committee--leadership
that rises above rhetoric about the necessity for hard work in the face
of millions who work steadily but earn little and in the face of high
involuntary unemployment: leadership that will support enactment
of a welfare program providing a decent basic income for people who
cannot work or who cannot earn enough to insure adequate food,
shelter, and clothing for themselves and their children.

We believe that inaction now would be unconscionable. Action to
adopt new programs and to fund them inadequately would be a cruel
hoax.

Poor people, on or off welfare, desperately need a new national
system which meets low-income and low-opportunity problems. Our
country cannot afford not to afford it. The high cost of pennypinch-
ing the poor is becoming higher and more obvious today.

The league, together with other organizations and citizens across
the Nation, is working hard to build constituent support for land-
mark welfare reform. We urge the Senate Finance Committee to ac-
cept amendment 559 and to report H.R. 1 thus amended to the Senate.
Thank you.
The CHAIRMAN. Mrs. Benson, we have an estimate from the Depart-

ment and are having it carefully checked. The estimate is that that
amendment in full operation wduld increase the cost to the Govern-
ment $42 billion. We are already $38 billion in the red this year; that
would give us-if we had it in effect now, for example-that would give
us then a combined deficit of $80 billion.

Now, the Government revenue is what, about $200 billion; that
means we would have to increase taxes by about 40 percent over and
above what people in this country are now paying to pay the present
deficit, to balance our budget, and to put ourselves in a sound fiscal
position to sustain that kind of progarm. Even if we are only just
paying for what you are talking about here, do you think that the
people of this country would support another $42 billion of taxes
on top of what they are already paying?

Mrs. BENsON. Well, I think that if you told the people why you
were doing this and why you thought it was necessary, 'I think they
would support it.

But as to those figures, we all know it is possible to prove almost
anything with figures. I would like Mr. Lesser to comment on how
those figures were arrived at.

Mr. LEsSER. If I may, Mr. Chairman, first, I think, as you said, they
were talking, even on the department's figures they were talking about
a $40 billion cost in 1976.
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The CHArMbAN. That is when it is in full operation. There is no
point in voting for something that is going to be in effect 2 or 3 years
from now if I don't plan for it to go into effect.

Mr. LESSER. But let me make one other point. In computing the
numbers of people-I haven't seen the figures I would like to know,
for example-they assume that the benefit under the Ribicoff amend-
ment will go up, as they will, to the poverty level by 1976; but what
assumptions do they make as to raising wages? After all, the people
who are going to be benefited are people who are working but whose
incomes are inadequate. If wages go up then the numbers of people
who will benefit will be less than if you assume a static wage level but
a rising benefit. -

These are some of the things I have not seen in the department's
figures.

If you assume wages are going up, then I don't think the numbers
will be the 72 million that the department indicated, at least from what
I saw in the newspaper report; and so I think it is terribly important
to examine that.

There is no doubt, Mr. Chairman, that welfare will cost, if welfare
has to do the job and make up for all of the inadequacies of all of the
other programs. If wages are too low, and after all, 40 percent of the
people who are below the poverty level are in families where the head
works full time. Now if wages are too low-if we raise wages this
would reduce the number. If we found jobs for the people who want
to work, this would reduce the number and again the costs of the wel-
fare system

The CHAIRMAN. Well, now, let me just ask about one other thing that
concerns me.

Here is a situation with which I am familiar. The man was making
about $200 a month; he had his own little home which was very in-
adequate by modern standards. We certainly don't like it but that was
certainly as good as his mother and father had in their days. It didn't
have inside plumbing, didn't have running water, and you would re-
gard that as being in the poverty area. You and I can agree that that
$200 a month would not be adequate for that large family he had, the
wife having about one child a year-they had 10 of them and seemed
to be on that production schedule-so it seemed to me and it seemed to
others that there ought to be some help available for this fellow.

Now, in the labor market, in Louisiana, that is about the best that
fellow could hope to make with what little education, and the little
motivation he'had.

Now, when he discovered that he couldn't obtain any cash pay-
ments after u while that fellow fig-ured out that he could simply sep-
arate from 'his family and they would be eligible for the welfare money
and, between what they would draw in cash benefits plus food stamps,
they would have more income than they would have by him working.
So they separate for a while until the family is on welfare and ffter
a while 'he -goes 'back and lives under the same roof with the family.

Now they are enjoying more income than they were enjoying while
the man was working. His alcoholic consumption has increased tre-
mendously, by the way, so they can enjoy a major liquor bill along
with the benefits that are 'being provided for the family and 'that
fellow hasn't hit a lick of work since that time and I doubt that he
will.

72-573 0 - 72 - pt.3 - 5
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Now, this program would double that family income for not work-
ing. How are we going to get that fellow to ever go back to work?

Now, the National Welfare Rights Organization will come here
and in the kind of job this man can qualify y say, ",I am not going to
work any longer." "Hurrah, I am not going to wash any more windows.
Hurrah, I am not going to cut anybody's lawn. Hurrah!" 

So whatever that man was able to do, was qualified for, is some-
thing -that he shouldn't be asked to do. We will 'be told that is slave
labor to ask him to do that; but we are going to be asked to pay him
a very liberal amount.

Under this amendment you are supporting, how much money are
we going to pay for him?

Mr. Moscowrrz. Jack Moscowitz. I am on the staff of Common
Cause.

On the initial situation that you described, Mr. Chairman, under
both. H.R. 1 and the amendment proposed by Senator Ribicoff, the
man that would be working and earning $200 a month with this large
family would not, if this bill were passed-either one of these bills
were passed-there would be no reason for him to leave the family
because he then would be eligible because as a working poor he would
then be covered; he would then be eligible for benefits.

The CHAIRMAN. Hold on for just a moment, now. How much would
12 people get under what you are asking me to vote for?

I am not talking about H.R. 1. I am talking about the Ribicoff
amendment. How much would 12 people get?

Mr. MoscowITz. I would have to sit down and make -a computation.
Are you talking including his $200 a month earnings?

The CHAIRMAN. No; I am not talking about what he is earning.
How much can 'he get without hitting a lick under what you are asking
me to vote for?

Mr. Moscowrrz. I will have to make a computation.
Mrs. BENSON. Let's make a calculation and answer the question.
The CHAIRMAN. I am asking you to figure out how much he would

get. He quit his job because he can make more on welfare than he can
make working, and enjoy a very bountiful liquor allowance along
with it.

Mrs. BENsoN. Of course, if he were working-
The CHMIRMAN. How much would he get if the Ribicoff amendment

is in full effect?
Mrs. BFNsoN. If he were working full time, Senator-
The cIARMAN. I don't mean working. Let's assume for the sake of

argument that you can't find him a job with sufficient dignity,iet's go
along with the National Welfare Rights Organization and say the job
is not dignified and he should not be required to take it, how much
would

Senator RmicoF. If the Senator would yield, you are talking about
the National Welfare Rights Organization, they are attacking me, that
is not my 'bill so don't try to mix up the National Welfare Rights Orga-
nization proposal with my proposal, Mr. Chairman. I have no objection
to people working. As a matter of fact, I want them to work. We have
got two different things going here. We have got one group of people
on welfare, and we have got one other group of people who are working
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poor, who are working but not earning enough, to take them out of
poverty.

The CHAIRMAN. All right. As of now the man has no job and you are
telling me we have lots of people unemployed for whon we cannot find
jobs. Let's presume the man registers but we don't hove a job for him,
the job is not available. He registers but we don't have a job to give him.
Now how much would the family get, 12 people? -

Mr. LEssER. Twelve people?
The CHAIRMAN. Full effect.
Mr. LEsSER. Well, I was up to 10, but a family of 12 people would get

$5800.
;he CHAIRMAW. All right. Well, he gets $5 800.
Mr. LESSER. If my calculation is correct $,000 for each of the first

two members of the family, $500 per year for each of the next three,
$400 for each of the next two, plus $300 for each additional.

The CHAIRMAN. All right. That is twice as much income as the man
has ever had in his life. You can't get him to go to work because welfare
is more attractive than work is the way it is now. When this bill pays
him twice as much, how are you ever going to get him to go to work at
all ?

Mr. LESsER. Because, Senator, if he works he will be able to keep-
in other words, the problem now has been that if an individual works
and the wage is low it serves to reduce welfare benefits so he gets the
same thing whether he works or not and, therefore, people say that he
won't work.

Under Senator Ribicoff's amendment if that individual works he
will be able to keep $720 of his earnings plus 40 percent of the amounts
he earns above- $720, and the amendment provides for a study as to
whether higher work incentives might not be feasible.

But just on that, if he earned $2,000 he would keep $720 plus-he
would keep about $1,200 of that $2,000.

The CHARMAN. Look, I know the man we are talking about, I can't
get him to do anything on the side myself. The man is not interested
in working the way it is now, if he can draw the amount of money that
he is presently drawing on welfare, with low benefits.

How do you propose to get him to work when he is drawing twice
as much?

He is just not that much motivated to work.
Mr. LESSER. Yes, but Senator Ribicoff's amendment would also deny

him a'benefit if he refuses to accept a job.
The CHAIRMAN. How much would he lose. The family is getting

$5,800 prior to the time you could make a job available to him.
Mr. LmrES. If he refuses the job, as I recall the amendment, he

would lose $1;000 which is the amount of benefit that would be pay-
able with respect to him.

The CHAIRMA9. A thousand dollars.
Mr. LEsSER. That is right.
The CHAIRMAN. Or does he lose just the last one place in the family.
Mr. LESSE.R. No, he loses-
The ChARMAN. All right, so lie then has got $4,800.
Now with that amount of money he can live twice as well as he has

ever lived working for a living in his life. He can sit there and stay in-
toxicated everyday, day.in and day out, which he seems to enjoy more
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than he does working. Why would he want to take a job. You can't
get that man to take a job when he has $2400 income for not working.

Mr. CONWAY. It seems to me, Senator, if you center on this one in-
dividual that you know in Louisiana, and don't recognize that the
problem is a national problem, and that we are talking about a sub-
stantial number of people, it is the system that has its difficulty.

The CHAIRMAN. I am going to get to the rest of it.
Mr. CONWAY. All right.
The CHAIRMAN. So that is point No. 1. You can't get that man to

work-and there are a lot of others like him.
Let's take point No. 2.
Mrs. BENSON. Senator, could I just make a comment on that man you

can't get to work no matter what you do? There are a few people
whom you can't get to work no matter what you do, but they are a
small minority. All the exploration and study we have done and all of
the HEW studies and statistics indicate that most people want to
work. There are some of course, who won't.

The CHAIRMAN. Most people don't want to work if they can make
just as much money for nothing. Generally speaking, they want to
work because they need the income.

Let's take a second case. In the ghetto units today the families are
just not forming. This is one of the sociological problems; are you
people aware of that?

Mr. CONWAY. Yes; because the present system disintegrates the
family and it provides for the destruction of the family and we are
opposed to that.

The ChARMAIN. All right. The way it stands right now, let's say a
family is able to get $4,000 for being on the welfare.

Senator BENNEIr. May I suggest under the Ribicoff amendment a
family of four-would get $3,900 after what is it, 3 years?

Senator RIBICOFF. 1976.
Senator BENNE T. Seventy-six, that is 4 years, so it is pretty close

to $4,000G- ..
The CAIRMAN. It is well known in these ghettos today that if a

man simply declines to marry the woman, the Government will sup-
port his wife and the children and he can live right there in the house
with them. Are you aware of that? He just avoids marriage and he can
live right there in the house with them, and as long as he says that
he is not giving any of his earnings to those children or to that mother
of those children, they can get the full welfare benefit. Are you aware
of that ?

Mrs. BENSON. That is another reason why we need good eligibility
standards.

The CHAIRMAN. Well now, hold on a minute. In what respect would
that amendment you are supportiiig change that? Because-i1i-fig-A
he doesn't marry mama, then they can draw the full welfare payment,
and what is there in this bill here or that Ribicoff amendment that
-would change that?

Mr. LESSER. Well, there is nothing-you know, Senator, I don't
quite know what you do, you have, in other words, if he-a finding
has to be made, and you have to have some reliance on administration,
and under the Ribicoff amendment as under H.R. 1, there would be
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Federal administration, rather then some of the State administration
that has not proved too satisfactory.

If he has an income and if that income is demonstrated, it is taken
to account in determining-

The CHAIRMAN. Let's just get this straight. Under your amend-
ment and the way I understand this H.R. 1, the same thing is true
there, and under theRibicoff amends en the same thing would be true.
So long as this man a-voids making a mistake of marriage, the Govern-
ment will support all of those children of his plus the mother of those
children at a comfortable living. He can come around and live with
theni when he wants to and share the same roof with them if he wants
to and won't even be charged rent.

Mr. LESSER. Not if the income is taken into account in determining
the needs of these people, Senator.

The CHAIRMAN. Well, I want to know if you want to strike down the
HEW regulation, their regulation which tells our own State agency if
a man is living right there in that house and admits those are his chil-
dren so long as he denies he is giving them money.

Mr. LESSER. So long as he is not-
The CHAIRMAN. They get the full amount of the welfare and that is

just par for the course.
Mr. LESSER. I think, if he in fact is not, as I understand it, giving

income, not a question of what he says, but what are the facts, if in fact,
his income does not contribute to the support of the children, then it is
not taken into account.

The alternative, Senator-let me finish.
The CHAIRMAN. Yes.
Mr. LESSER. The alternative is, if the income in fact is not-if no-

body gives the children money it is for the children to starve; right?
The CHAIRMAN. Let us just get down to facts there. We had a man-

in-the-house rule that presumed that that father's income was available
to that family, whether he was paying them or not. We had a Supreme
Court decision that struck that down and said that you can't assume
that any of this income is available to those children.

Mr. LESSER. If in fact he is not.
The CHAIRMAN. No; that you can't assume-any-of- it-unless you can

prove it.
Mr. LESSER. All right.
The CHAIRMAN. All right. Now, at that point mama and papa get

more money by denying that papa is paying anything to the children
than they do by admitting it. The only people who have possession of
the facts of whether he is paying something to support his own chil-
dren are the father and the mother and it is to both their advantage to
deny it. So they are not going to tell you that he is paying any money
to support those children because it reduces their family income if they
do. W-hy should they admit something that is against their interest?

Mr. LESSER. Well, I suppose you can say why should anybody, why
should any of us, when we pay our income tax admit anything against
our interest. Some people, you know everybody,. we all make admis-
sions on everything we do, some of which are against-our interests but
we do it because it may be the truth.

The CHAIRMAN. As it stands today in the ghettos it is just not the
thing to do. It is well recognized and understood you are a fool to
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admit you are paying anything to support your children because it
reduces their family income if they do and, therefore, you don't admit
it. Now are you people aware of that? That is what is happening in
this country.

Mrs. BENSON. That is always possible. The same kind of thing is
always possible by people who cheat on their income taxes, Senator;
but not everybody who lives in a ghetto is out to get something for
nothing, not everybody doesn't want to work.

It seems to me you have chosen two examples of the most negative
type possible and that there are loads of people vho would like to
work, who would like to be on their own and like to be self-sufficient
who don't want to be on welfare and who do want to work. We read
stories about them. There was one in the New York Times of a young
woman, a mother of several children, with an aged mother living with
her. Suddenly they had their house oP apartment burned out and every-
thing they had with it, and the story of the administrative redtape
back and forth and back and forth as they tried to get help with her
employer, a department retail store~helping her on the side was sim-
ply extraordinary. Here was somebody who didn't want to be on
welfare.

The CHAIRMAN. Do you know where your program is most un-
popular? It is with the people who live right next to those welfare
clients. For example, I live out in the rural area, which I do, and ob-
serve my neighbors who quit their jobs to go on the welfare. When
other people who have less income than I live right next door and find
they are paying money to provide a higher standard of living to people
who are on welfare than they are able to enjoy themselves even though
they are working for their money, they resent it to the soul of them.
They don't want to pay money for peoi)le who prefer not to work and
for people who are legally dr wing large amounts- of money by avoid-
ing the burdens of marriage, and by denying that they are supporting
their children because it is to their cash advantage to do so. That is
what they regard as the welfare mess, and this program that you are
advocating would double the income of those people. Now that is what
people find wrong with the program ndw.

How do you think they are going to regard it when we double the
income of those people who ought to be, contributing to the support
of their own children ?

Mrs. BENSON. I think we have to do a large-scale education job,
Senator, with all of those people who are not in the categories you
describe, with many mothers, many individuals who still do not earn
enough to live on, not the ones who are trying to shirk work and trying
to get out of this and trying to pull the wool over somebody's eyes.

The CHAIRMAN. All right. Now labor people come in here and say

they don't, want us to ask anybody to take a job now, just pay him
the whole thing, and give Uncle Sam a break on this thing and
don't give the taxpayers 'a break by asking this guy to take a job that
pays less than the minimum wage. Are you in support of that posi-
tion also?

Mr. CONWAY. Yes.
The CHAIRMAN. All right. So here we have got to support the whole

thing, and here all we are asking somebody to do is just be a watchman,
just sit there, just sit and watch people come in and out of a door, but
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in riew of the fact that it doesn't pay the minimum wage you are in
favor of that man drawing 100 percent of his income off the backs of
the taxpayers because we can't pay him a minimum wage for doing
virtually nothing.

Mr. CONWAY. Well, I don't know your neighbors, Senator, and I
think that the people I know in this country are concerned about the
fact that we have a welfare system in effect which has negative incen-
tives, and what we are trying to do is to support the efforts of Presi-
dent Nixon and other Members of the Senate and the Congress who
feel the time has come to change the welfare system, and to bring
somet-hing into its place -which works and provides positive incentives,
and will change the conditions under which people are living in this
country.

We are at a crossroads, sir, and this kind of discussion I find
offensive.

The CHAIRMAN. Well, so do I. I find it just as offensive and you are
not supporting President Nixon when you advocate that the man
not take a job. He is firmly on record saying the fellow ought to take
just any job so when you say he shouldn't take a job because it doesn't
pay the minimum wage you are not supportnig him.

Mr. CONWAY. I don't think he said just any job.
The ChATRAN. Yes, he said any job. Any job, he hasn't advocated

that lie go to work peddling dope, I understand that.
Mr. CONWAY. All right.
The CIIAIRMAN. He ought to take any lawful job available to him.

And you are testifying and saying that he is in favor of the man
turning the job down, he shouldn't be required to take it.

Mr. CONWAY. We have 6-percent unemployment in the country now,
and there are a lot of people who are not registered as unemployed be-
cause they have been unemployed so long they are off the rolls. ,

Now, if this country is g6ing to be confronted with a situation in
which we load all of the economic difficulties that we are currently
experiencing on the very poor, then it is tragic, and I think we ough to
get around to the point where we can have an intelligent discussion
about a new system of handling the problems of poor people in this
country.

The CHAIRMAN. Well, let's understand so far as I am concerned, for
these people rwho are not willing to take a job, and you are in favor of
them not taking a job-

Mr. CONWAY. No; I am not.
The CHAIRMAN. You just got through saying that.
Mr. CONWAY. I am not in favor of people not taking a job. I am in

favor of having jobs for people to take.
The CHAIRMAN. You just got through saying if you have a job a

person is capable of doing though it fails to pay the minimum wage
that it may be you don't think the man ought to be required to take
that job as a condition of drawing his welfare money.

Senator BEiNNET. Mr. Chairman, it is not just taking the job and
paying the minimum wage. Even if he takes the job and it doesn't pay
a living wage you still have got the same problem. It seems to me we
are still stuck on the problem of those who don't want to work. Lots
of people don't live where they can get jobs, where there are jobs or
they are not qualified to take the job, even the lowest kind of job.
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The CHAIRMAN. Well now, let me just say this to you.
Senator BENNFI'r. Except your next door neighbor.
The CHAIRMAN. As far as I am concerned-
Senator BEN -rNw. But they are different people.
The CHAIRMAN (continuing). I would be willing to vote for the

taxes to pay the expense of more jobs to put people to work doing
something constructive. But I would not vote to let one person con-
tinue living on the taxpayers without working. As far as I am con-
cerned, I just challenge you to take me on for the U.S. Senate when
I run in a couple of years from now, when I run 'on that issue, be-
cause you won't find many people to vote for you or what you are
supporting when you. are supporting a. program of people declining
to work and living on taxpayers very comfortably. Nor will the voters
support a program where a man can decline to marry the mother of
his children and decline to give one nickel to his children and live
on the welfare program at the same time. That is the kind of program
people are against.

When you ask what they think welfare reform ought to be, they
will just say: There is a jbb, take it, go to work and if you are still
not making enough money. I think they would be willing to pay some-
thing more as a wage supplement to poor people who are working.

But as 'far as continuing to subsidize illegitimacy, continuing to
encourage people not to marry the woman who is the mother of their
children, encouraging people'to have their children out of wedlock,
and continue to encourage hmsbands to deny who their own children
are, that kind of thing would still be in your program and that is the
kind of thing that my people think we ought to eliminate.

Mr. CONWAY. You make it very difficult, Senator, for people to
come before this committee and testify on behalf of the ideas they feel
are important for the country to consider.

What you are describing are the abuses of the present system that
all of us are opposed to, and what we are trying to do is to try to get
this committee and the Congress of the United States to develop some-
thing to take its place. And we think that when President Nixon pro-
posed a. family assistance plan, it may have deficiencies, it may have
parts that youi don't, agree with and w:e don't agree with, but what we
feel is that that ought to get a fair shake and the Congress of the Unit-
ed States ought to address itself to the problem of developing a new
system that will meet the problems of the poor people in this country
and, at the same time, sir, develop the kind of economic conditions
where jobs are possible for people to take, and I think if we face things
positively instead of going around negatively all the time and indict-
ing all of the poor people of this country because of some one, two
or five people that you know, I think it is tragic.

The CHAIRMAN. Well. let me just say to you that I am citing to you
what the problem is and I am asking you how would it be any different
case for case, how would it be any different under what you are
advocating and under the existing so-called welfare mess? "

Mr. CONWAY. If you create a. condition in this country a system
of support for poor people who need support, and are entitled'to it,
with rules and regulations that are fair, and then parallel that with a
set of programs which are designed to create jobs for people so that
it is possible for fathers and mothers and elder children, whatever,
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to be able to work and to support the family, and to reward this, then
it seems to me we are moving in the right direction. But until we get
ourselves in the frame of mind where we can consider these kinds of
proposals it seems to me we are just worsening an already bad situa-
tion, and we have had 2-years delay now and unfortunately the Presi-
dent has proposed another year's delay, and during that period of
time people are suffering. Their benefits are being cut, the States
and the counties, and we Iheard them here earlier, are suffering severe
financial burdens and we don't seem to be able to get beyond the five
or six examples which are the worst horror cases you can drag up be-
fore the country, and I think we ought to get off the negative and get
around to the point where we can consider developing a system which
will eliminate the present difficulties.

We all agree there are bad conditions in the present system and it
should be replaced with something that is better and that is what the
Congress of the United States it seems to me is obligated to consider
and I hope you gt at that task.

You promised that4you will do that and that these hearings are
designed to achieve that, and it seems to me the sooner you get a bill
reported out so that the Senate can act on it the better off the country
is going o be.

Senator BE NNEr. Mr. Chairman, I turn back to pages 6 and 7 of
Mrs. Benson's testimony in which she takes a rather strong position
against any kind of work program which has any teeth in it. She talks
about welfare jobs to which she is opposed, she says that the minimum
of all public service jobs must be the minimum wage. At the bottom
of page 6 she says.

An analysis of New York 'State's new work requirement program In Monroe
-County for the months of July through October 1971 indicates that the additional
administrative expenses of $82,474 a month have far outweighed the savings of
$44,690 due to ease closings.

I have sat here and listened to the discussion and it seems to me the
implication of her discussion is that there should be no attempt on the
part of the Federal Government to set up the kind of work that could
be provided for people who cannot earn -the minimum wage even
though that were later supplemented, that this becomes forced work,
that there should be no attempt to, made to, say to people on welfare
"We expect you to go to work." This is part of the problem that the
chairman faces.

There is not only no incentive but if I get the implication of your
testimony, you don't believe the Federal Government should ask peo-
ple to go to work.

Mrs. BENSON. No; if I gave that impression, Senator, I apologize.
That was not the impression we wanted to give.

What we were trying to say is we don't think there ought to be
different classifications of jobs, one kind or type of jobs that paid the
minimum wage and another that paid less than the minimum wage,
because that automatically tends to classify those working. Jobs that
would receive a Federal minimum wage would be good jobs; those paid
less than the minimum would be classified as bad jobs or poor people's
jobs or welfare jobs. We think this is a very bad thing in a country
which is dedicated to the importance of the individual and to establish-
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ing and maintaining a free society. It is a question of treating people
the same.

Senator BENNTT. One of the things that has created our unem-
ployment problem, and this is hard to say but it is true, is the con-
stantly rising level of Federal minimum wage. Every time you raise it
you price a few more people out of the market, and I think given the
present situation, we would be far better off to begin to get these
people back in the market at a level of less than the minimum wage
and supplement their wages than say we will not allow anybody to
go to work who don't receive from his employer the Federal minimum
wage.

Mrs. BENSON. But, Senator, the problem is some of those people
then would be doing exactly the same job and being paid, let's say,
a dollar fifty an hour or a dollar an hour, and other people would
be doing precisely the same job and 'being paid the Federal minimum
wage.

Senator BENNETT. Isn't that true in all American society? Aren't
there people who are grocery clerks making more money than other
grocery clerks? Aren't there stenographers that are making more
money than other stenographers?

Mr. CONWAY. Not on jobs covered by the minimum wage, sir.
Mrs. BENSON. Making more but at least they are making a minimum

wage.
Mr. CONWAY. The minimum wage is still the law.
Senator BENNE M. There are a lot of agricultural jobs that are ex-

empt from the minimum wage.
Mr. CONWAY. These are jobs exempt from the minimum wage.
Senator BENNETT. That is the pattern. You are attempting too force

into the system a single pattern, and we think you can't begin to rec-
tify this problem without having a chance to start from a lower base
and give these people jobs on which they can earn their way.

Mr. CONWAY. In the agricultural sector there is now a minimum
wage. It is lower than the general minimum wage but it progressively
moves up over a span of time. We assume that would apply in the agri-
cultural sector.

You see, it seems to me, that the whole concept that the minimum
wage is a frightening thing is really an amazing thing to me. This is
something that has been practiced in this country for decades now and
systematically the Congress looks at the minimum wage and adjusts
it according to the increases in costs of living and other factors that
have changed occasionally. It extends coverage to jobs not previously
covered by the law.

All wk are saying in effect is you shouldn't have welfare people
forced to work on jobs covered by the minimum wage at some rate
less than the minimum wage.

Senator BENNETT. Well, do you care whether they; if they get the
minimum wage, whether it is part wages and part Federal supple-
ment? You insist they have the minimum wage before there can be
any Federal supplement.

Mr. CONWAY. If you are going to supplement the employer who
doesn't pay the minimum wage it is a different question, and then
you have got a whole equity problem that is involved.
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Senator BENNETT. We are talking about public service jobs.
Mr. CONWAY. Public service jobs if it is a combination of sources of

income it might be something that is worth looking -at. If the com-
munity, the township or the county, can afford it and you are going
to supplement the fund thatwould pay the individual who is working
on a public service jobs, this is the concept, it seems to me, that is im-
plicit in the legislation that, has just been passed last year. So that I
can't see that we should get insurmountable problems in trying to work
out a new a pproach to this thing if we get at the system and try to de-
velop something and then deal with the fallout aspects of it, as specific
problems.

I think it is the approach that is important, and if we don't get
away from the breakdown of the existing system, and the problems
that are existing under it, we will never get around to developing some-
thing to take its place.

Senator BENNETT. Well, the President has based his new approach
on what he calls workfare or emphasis on work and our problem is to
try to develop a system which will maintain or provide incentives to
people to work without bankrupting the system, and it is not an easy
job, and we are going to have to bend some of these concepts in order
to make it work.

I just want to add one story to Senator Long's stories, this one I en-
joyed very much. A very pleasant man, a young man, very wonder..
ful personality, working at a part-time job, it was a repetitive job, it
was part-time but whenever it came up he had it, and Mrs. Bennett
and I met him one day and his face was beaming. He said "I have
got a new son born yesterday." "Well," we said, "that is fine and we
congratulate you and your wife." "Oh, she isn't my wife. We can't
afford to get married."

Now that is the other half.
Mr. CONWAY. That is the present system.
Senator BENNEvr. Under the present system.
Mr. CONWAY. Which we propose changing.
Senator BENNETT. How do you change it so long as it is possible for

people to do better?
Mr. CONWAY. By not driving the man out of the house, by not mak-

ing it, by not giving an incentive for breaking up the family. It seems
to me

The CHAIRMAN. Take the same case, let's just look at that a second.
Let's assume he is working, and he is making the minimum wage
which you would like to have him make. All right now, if he doesn't
marry that woman and if he doesn't provide support for that family,
the Government is going to do it.

Now if he marries her, and assumes the obligation of supporting
his child, then they don't get the money. So that-

Mr. CONWAY. That is wrong, isn't it'?
The CH-AIRMAN. Well, strictly in terms of economics, our system is

built on the theory that you ought to try to structure it so that is to a
person's cash advantage to do what society wants him to do, and you
ought to assume that is what he is going to do. That is the whole as-
sumption of the capitalistic system.

Now, that is the way I understand Adam Smith's philosophy. He
ought to make money doing what you want him to do rather than
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doing what you don't want him to do. So that when you provide this
basically, I wonder, under this amendment, how much would that
woman and child get if she had-if there was no father available, and
you were not in position to look for that fellow to support them. How
much would they get for two, $4,000 for four, but how much for two
under that amendment?

Mr. LESSER. They would get $2,000.
The CHAIRMAN. Well, so they get the $2,000.
Mr. LESSER. But, Senator, if that man or father married, there

would be an additional payment. A
The CHAIRMAN. No; there would not be because he has a job. If they

married, you would then have to attribute his income to the income
of the wife and child. As long as he remains single from the woman,
there is no problem. They get the $2,000.

Mr. LESSER. And the alternative you are proposing really is to keep
benefits insufferably low for all people because some people may abuse
the system. That doesn't seem to be the answer.

The CHAMrMAN. Well, let me suggest what I would do for the
working poor. I would simply say that when you are starting a new
program to make more people eligible to draw cash payments from
the Government, if you want a program for the working poor, I would
require that they would be exactly that, working, as well as poor. If you
don't have a job, you won't qualify for the program. Of course, I
would assume the burden of providing jobs. I would rather pay a man
$2,400 to do something, than to pay him $2,400 to do nothing.

If you are going to make ine pay with my tax money, I would want
him doing something rather than nothing.

Mr. LESSER. What would you do if they can't work?
The CTAIRMAN. If they can't work, I would be willing to pay for

them. Incidentally, even before Abraham Ribicoff came to join us in
the Senate, he was over in the House that time, I led the charge on the
Senate side to make payment to the disabled just as you do for the
aged and was happy to pay taxes to do that.

But when you are talking about able-bodied people, if we head
down this road where we are going to pay them a living wage for not
working, you are going to have a lot of trouble getting a lot of poorly
motivated to ever go back to work.

Mrs. BENSON. If we don't do something about the mess of the present
systems, all the systems, we now have, we are going to perpetuate
this generation after generation, because the children of these poorly
motivated people you are talking about are going to end up being
just as poorly motivated as their parents and grandparents.

It seems to us, Senator, the problem, as you know, is a multifaceted
problem. It is a question of the person who needs the job being in
the place to get the job, of being able to do the job, of there being
training programs to train him to be able to do those jobs. All of these
things need to work together.

The young man that Senator Bennett spoke of, he had a part-time
job which presumably was not enough to support his family were he
married.

Senator BENNETT. I think his job would probably pay him $2,000
a year. It was, as I say, it was a recurring job. Every time a certain
situation occurred, he went to work.



1253

Mrs. BENSON. But with the proper kind of guidance and job train-
ing, he might end up having a full-time job. He would be prevented
from getting married just because he has a part-time job and can get
more out of welfare if the incentive system were set up correctly.

Senator BENNETT. I think the story is just as true if he had a full-
time job. He was just smart enough to realize that he and his children,
the mother of his children and the children, would get along better,
would get more money, if he did not marry her, and she was apparently
agreeable to it because that last baby was new when he talked to us.

Mr. CONWAY. I am just-
Senator BENNETT. I think we probably should figure out a way to

bring this to a close.
The CHAIRMAN. Senator Ribicoff.
Senator Ru3iconr. I alternate between being encouraged and dis-

couraged when I listen to all the colloquy around this table. One day
I think my fellow committeemen are on the right road, and the next
day I lose all hope.

Yesterday we had Governor Ogilvie of Illinois, a Republican, who is
philosophically conservative, and I asked him the question, he has
some 900,000 people on welfare in Illinois, 950,000, 940,000, how many
people did he think were guilty of fraud of one type or another. Well,
he said the outside limit would be 5 percent. His welfare director
pointed out, out of the 5 percent would be some mistakes and in-
efficiency, and the procedures were wrong but even looking at the worst
5 percent.

Now basically, I think, the examples that you have been bombarded
with from both the distinguished chairman and the distinguished
ranking minority member are part of that 5 percent.

Now, as I understand it, you don't condone fraud. You don't condone
cheating. What you are trying to say to the committee and the Ameri-
can people, if there is fraud close those loopholes or let's eliminate
fraud, but we are trying to design a system for the 95 percent of the
people who are guilty of no fraud and we are trying to be constructive
with those 95 percent of the people. So let's not condemn 95 percent
of the people and hedge this system around so that it will be unwork-
able because you are trying to get 5 percent of the people who do work,
and you are punishing 95 percent of the people who are innocent of
any wrongdoing.

Now, the hypocracy of the use of the word "workfare" is when
you have got 6 percent of the people in this country are unemployed,you have 5 million people unemployed, skilled, Ph. D.'s, engineers, men
of education and experience who can't find a job, any kind of a job. Now
suddenly you are trying to force people uneducated, unskilled, inexpe-
rienced and give them the cash because there is no work for them what-
soever; I can't conceive that the American people are going to paint
themselves as being so inhumane.

Now, politically, it is the popular political thing to lash every-
body on welfare, to call them all cheaters and no good and there is
no question that is where the votes are. But that isn't where responsi-
bilitv lies, and I think this is where we are going to have to face in
the Senate of, the United States, I don't know whether we will face it
in the Finance Committee, and I don't know whether the Senate of
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the United States will face up to it, to try to determine are you going
to design a welfare program.

Now, 2,400,000 farmers, agricultural workers, farmers of one sort
or another, are receiving a. subsidy. It is costing the Federal Govern-
ment some $7.5 billion. I don't see one Senator around this table who
is so concerned with all those people who aren't farmers who would
vote against these subsidy progi-anis and say that is wrong. I think
we should try to save these people-both farmers and nonfarmers.
But we pay $7.5 billion for 2,400,000.

Now it is very obvious that the problem we have in America is that
at least 14 million people are unable to work. These are not the loafers
and the hums, and this is what I have been trying to get through in
this committee. These. are not the people who won't work. Other poor
people are working, at the most menial, the lowest types of jobs that
nobody wants, they are working as hard as thev can, and *they are
bringing home $1,5QO, $2,000 a year and, we are saying "What we want
to do is bring these people up to the poverty line." Now I am still try-
ing to get figures that were floated here the other day from HEW and
they say they are running them through the computers and won't
have them until Thursday. The figures are high, but I want to point
out that 51 million of those people are people who work. These aren't
people on welfare, because the traditional welfare population stays
static.

Under the present program, underI H.R. 1 and under my program,
we are talking about people who are working for a living, and some
may not earn the poverty level, they might be getting-100, $200, or
$250 because you have an objective to take people out of poverty.

I have never heard a President of the ITnited States. whoever hle is,
saying that he wants people to remain in poverty. They are all for
removing people out of poverty, and we are sayin let's do it.

Now the hypocracy and the dishonesty of HEW in giving these
truncated figures is that they think that the American people, the
Senate, are so stupid that their figure of $2,400 they are talking about
in '1973 will still prevail in 1977. I don't have the gall to come before
the American people and say that our cost of living, inflation isn't
going up. I am trying to look ahead to 1977, and taking the statistics
and the figures and recognizing that what is worth $3,000 in 1971 or
1972 is only, you know you are going to need $3,900 in 1977, so I am
saying to this committee, let's stop fooling ourselves or the American
people and be honest. HEW is being dishonest when they think they
are going to hold a figure of $2,400 for a period of 5 years, and a person
who can live on $2,400 with a family of four today is still 5 years from
now, 1977, going to keep body and soul together in 1977. It just can't
be done. It just can't be done.

And to me what is fascinating is this: ThekPresident calls for non-
partisanship, he calls for bipartisanship, the President calls, he ex-
pects the Democrats to coordinate and cooperate.

I am saying right publicly to the President of the United States if
he is interested in welfare fie has got the duty and the obligation to
go to work on the Republican members of the Finance Committee and
the Republican Members of the Senate, not just the Democrats. I don't
see where there has been much help here from the Republican Mem-
bers of the Senate, Republican members of the Finance Committee,
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and let President Nixon bring them down to the White House and
talk to them.

If President Nixon means to do something about welfare, if he
means to do something about the family assistance program, let the
President of the United States ga to the country on that. He was
effective last night when he talked on Vietnam. Let him go on national
television and tell the people what the basic problems are. He wants
to celebrate 1976 that we are 200 years since the founding of this
country. I know of no greater objective by 1976 than to remove every-
body from poverty in this country in 1976. If the President wants a
goal, that is a goal; that that is the same challenge of every man who
is running on the Democratic ticket for the presidency of the United
States.

I think it is time for somebody to get angry about people who aren't
cheating, who are working their heads off and not living as well as
those 5 percent who are creating. I will join with Senator Long in
closing up every loophole that he can think of to catch the cheaters
and those who are defrauding the Government. All I am saying to
Senator Long is let's give me a hand and give the American people a
hand for those people who through no fault of their own who can't
make it.

Senator HANSEN. Mr. Chairman, let me suggest, as one of the lowest
ranking minority members of this committee, that the distinguished
Senator and my very good friend from Connecticut might be inter-
ested in knowing that I have been down to the White House and I
think it is also.-true that every Republican member of this Finance
Committee has been down there and the President has spoken to us
just as you have suggested that he might.

I have been down there several times and I still oppose this bill be-
cause at this point in time I happen to think that this Finance Com-
mittee, having sat here day after day, week after week, month after
month, understands the ramifications of this so-called welfare reform
bill just a little bit better-and I say with all due deference to his high
office* and the greatguy he is-than understood by the President of the
United States.

I happen to be a former Governor of Wyoming who found a min-
imum wage bill not without merit. I recommended in 1963 that we in-
crease the minimum wage in the State of Wyoming and, as a result
partially, I hope, because of my appeal to the State legislature, we
did increase it. I

Later on when I became a Member of the U.S. Senate, a member
of this committee, I heard Patrick Moynihan, a person with whom
I do not always agree, say that if you are concerned about poor people,
if you want to extend the opportunity for those who have never enjoyed
and known the satisfactions of working for something, if you want to
give them the opportunity to go to work, don't raise the minimum
wage. This is from Pat Moynihan, and I think he has pretty good
logic for making that point.

His contention is that those people with few merchantable skills have
to start someplace. If you can start them someplace then, he says, a
good many of them, once having found that it is not so difficult to
hold a job as they might have suspected, when they learn how, as some
do not now know, even how to read a clock to tell time, if they can
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start out someplace, they will move up the economic ladder and they
will be part of the mainstream of America and we have seen this
happen.

I don't want any more than you do not want to see anyone depressed
in this country. But I recognize at the same time that it is not quite
as simple as some would have use believe that it is, that all we have got
to do to eliminate poverty, as Milton Friedman once rather facetiously
observed, is give them money. It is really not quite that simple because
somebody has to make the money that goes into the taxes to make it
possible to give somebody else sone money, and it is at that point that
H.R. 1 disturbs me. It is at that point that I think we have got to
understand that there are all kinds of incentives and disincentives
working, and if you make it possible foi a person to enjoy the standard
of living that results from having received $3,900 at this level without
doing anything you wilt build in a disincentive for a person alongside
him, the neighbor, to think, have second thoughts about, how smart
a man he may be if lie is working full time, working hard and asking
for no help from anyone.

If you bring that sort of situation into being then there will be a dis-
incentive for the person who has been working hard that will encourage
him to believe "I am not quite as smart as I thought I might have been."

Now you spoke about, you are Mr. Lesser, are you?
Mr. LESSER. Lesser .
Senator HANSEN. You spoke about the probability that as wages

increased there would be fewer people on welfare. I think precisely the
exact opposite is what this bill contemplates, and for this reason: If
you talk about a poverty line, and I have- heard no one speak against
that. From the bakgrounds that I assume some of you have here today,
is it your fought that the poverty line should be kept fixed despite
what happens to wages and prices and everything else.

Mr. LESSER. No, each year the bill-
Senator HANsE N. All right. If it-inoves up instead of fewer people

being on welfare, if you have a minimum wage and require that every-
one who employs anybody has to pay that minimum wage, then I just
wish that you might have had theexperience I have haa and that the
members of this committee have had, in recognizing what happens in
this country.

We have had a, number of important people, heads, chairman of the
board, presidents of multinational corporations, talk about the diffi-
culty of trying to compete, trying to compete with Japan, with West
Germany, with Taiwan, with Hong Kong, anybody. The facts are that
the more we impose lower limits upon indTustry requiring that they pay
not less than that amount., by that same amount we encourage the ex-
potation of American jobs. We had better give. some serious considera-
tion to the problem of how we are going to keep people working in this
country, because we have seen industry in this country go out of
business.

Last year I am told there were lost to American workers 100,000 tex-
tile jobs by virtue of the amount of material that was imported into
the 'United States. Is that important to all of us? Of course it is.

But it is doubly important to the poor people. Those people who
could qualify for that kind of job, and a big percentage of then have
been blacks. This hms been an area that has been open to employment for
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some of the minority groups because the job requires little training and
they could do the job.

And what. happens? If we raised that minimum wage up, as has been
reconiniended now, we are going to cut olf another layer, and we are
going to send over t(; Japan and to other parts of the world more Amer-
ican jobs.

These are some of the things that I am worried about. I am trying
as best I can to work out, along with the chairman and the other
-members of this committee. I have the greatest respect for my col-
leagues on this committee, and I certainly do have great fespect for
the very distinguished former Secretary of HEW. I think Senator
Ribicof probably has as great an indepth understanding of these very
intricate problems as anyone I know. I know, too, that he would not
do one thing that he didn't think -was in the best interests of this
country. He and I just don't happen to agree on what some of these
proposals will do.

But I would hope that no one believes that the President is guilty
of any double-talk. That he is trying to sell one bill of goods to the
American voter this year and another one to some of the Democratic
members of'this committee. That would be the same sort of double-
talk that Hanoi was engaged in and that the President spoke about
last night.

I know that is not a fact because I have been down to the White
House, I ,have talked with Robert Finch, I have talked with Elliott
Riehardson, not once but several times. I am going to support any-
thing I can that I have reason to 'believe will expand the opportunities
for people to go to work, that will give them the satisfaction of know-
ing what it means to earn their money, and 'be able to look their wife
and their little children in face and say: "Maybe you are not living
as well as we hoped, but we are paying for it, your mother and I."
I think this is a great satisfaction and I think it is the sort of thing
that is needed today if we are going to turn this situation around and
give the kind of encouragement that I believe poor people, unemployed
people in this country need.

Let me close by saying one final thing: I am in favor of, just as
the chairman is, of helping poor people, and disabled people and blind
people. He and I both would like to pay them more, and we think
they could be paid more. We hoped they could live better. I am fully
aware of what inflation has done in eroding away their purchasing
power.

But we can't help those people, and we can't encourage many people
who are 'already largely overtaxed, in my judgment, if we assume the
added responsibility of practically doubling the number of people who
will 'be eligible for some portion of welfare -assistance.

Senator RiBicoFF. Mr. Chairman, I have some questions I wanted
to ask.

Mr. Conway, for a considerable period of time you -were involved in
the poverty program?

Mr. CONWAY. That is correct. I was its original Community Action
Director and I was Deputy Director of OEO.

Senator Riicorr. Today in the Federal budget there are some 168
poverty programs at the overall cost of some $31 billion.

From your experience in the poverty program, do you think each
and every one of those 168 programs takes people off poverty?
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Mr. CONWAY. No; I don't think all of them do. I think some of them
help to. I have worked very closely, as you know, Senator, with a
number of community organizations in the few years immediately pre-
ceding my coming to Common Cause, and I found that invariably
whenever there was an opportunity for people to go to work that is
what they wanted to do: and most of the Labor Department-sponsored
programs which were directed at improving skills and creating jobs
within the community were welcomed.

The difficulty, frankly, Senator, is that as soon as the economy, gen-
erally, gets in difficulty all of the efforts to get people onto jobs where
they can advance and so on are jeopardized. The whole National
Alliance of Business program of job training and finding jobs for
poor people is immediately jeopardized when the genera level of
employment is affected by adverse economic conditions.

The Senator has put h;is finger on a very critical problem in this
country when he talks about multinational corporations. What is hap-
pening to our country and so to our economy is that we are exporting
our capital through these multinational corporations and we are ex-
porting our technology and what is left behind are unemployed people
and communities which are made destitute by decisions to close down
factories because the jobs are, in effect, being displaced.

That creates a condition where it is very difficult for the kinds of
programs that have been devised in the last few years to succeed, the
conditions under which they work are not too good.

Senator RIBICOFF. I recognize that and when we get through with
the welfare program and the subcommittee the chhirman has appointed
me on, International Trade, we will have some hearings on multi-
national corporations, but I want to go into--more deeply into why I
raise this point with you.

Let's be realistic. With the budget deficits being as they are, these are
all cosly programs?

Mr. C ONWAY. Sure.
Senator RmTcorF. II.R. 1 and the Ribicoff proposals-you don't tell

the Senate and the American people this is not going to cost a lot of
money; this wouldn't be telling the truth. They'are costing a lot of
money. I believe from an evaluation from my experience in various
phases of government I am convinced in every phase of government
there are programs that cost a lot of money that are giving nothing
in return or verwlittle-iwreturn.

So we talk about priorities. To me it isn't just a priority between
defense spending and domestic spending; I think we have aot an obli-
gation to look at the priorities in the domestic spending field.

What I am trying to find out-I can't get it out of H-EW-we have
asked over 6 months ago-are there programs in their 168 list which
aren't achieving their objectives when they were passed and which
are still being funded that we could collapse and take that money
and use it for these progTams?

Mr. CONWAY. I am sure that is the case.
Senator RiiCOFF. All right. Now, let me ask you, from your ex-

perience. you have been in every phase of it and' I have the highest
respect for every one of you at this table; I know all of you and I

-kew-hew-dedicated you are. You are practical; you are idealistic;
ybu have had a lot of 'experience. Where can we find out?
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Unfortunately in this great -Government of ours, and Congress has
)een deficient in not having our own type of agency for evaluation,

we kee l) on spending all this money without ever finding out how it
works. We depend on the executive branch. Where can we find out
about whether some of these programs work or not, because my frel-
ing is that it wouldn't be too difficult to find $5 or $6 billion out
of that $31 billion that could be much better spent and get much
greater results and take people out of poverty, either through H.R. 1
or the Ribicoff amendments, than are leing spent now supposedly for
poverty and not taking people off of poverty.

Where do we find that, Mr. Conway?
Mr. CONWAY. Well, under the present set of conditions you don't

find it.
Senator RIBICOFF. You don't find it?
Mr. CONWAY. The Congress doesn't seem to be in a position to be

able to carry on this kind of evaluation, as I say, and the Federal
Government does very, very little itself.

The commission that was appointed to go into the whole question
of technology and employment a numl)er of years ago-three or four-
came up with a very positive suggestion that what was needed in this
country was the developmentt of sonic kind of a system of social ac-
cotuts.

Senator RmICOFF. That's right.
Mr. CONWAY. Where you could measure the pluses and minuses of

what we do, and there ought to be some yardstick where you can eval-
uate whether a program is working, whether its objectives are being
met, whether it is contributing to the general good; and I think if we
could develop that kind of a system of social accounts where we could
evaluate what we are doing, we ought to be able to do a lot fewer
things and we ought to be able to do a lot better things as a result of
this kind of an approach.

But I think, really, in a sense, Senator, this is what I was really
calling for earlier. I think we are at the point now where we know
things are not working very well in this country. There are lots of
things that are wrong. Now, that doesn't mean that the whole system
should be thrown out the window. What we have to do is take a good
solid look at why things are not working right and try to figure out
better ways of accomplishing the objectives that everybody generally
agrees on. And this is why I was so encouraged when President Nixon
went on television and spoke to the Nation and suggested that the time
had come to look at this whole question of welfare and to substitute a
new system of family assistance and to recognize there should be an
underpinning.

Once you agree to what that underpinning is, and we can argue
about the levels and so on, once you agree to that it changes the dy-
namics and then everything you begin to~do or look at is in the light of
how it contributes to this system of getting people off the supports
that they are on and onto some kind of a productivity.

There are people who live by their wits in any part of our country,
in my small town or big city or any neighborhood and there are al-
ways going to be people who five by their wits. - .

enatoi RIICOFF. In every phase of the social-economic group from
the lowest to the highest.
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Mr. CONWAY. That is right, to every phase. So, as you say, it is the
95 percent who really want to do what makes sense and they want a
sense of dignity and participation in the overall society and they want
to raise their families and they want to live in decent conditions. These
are the people who have to be helped if they are not able to function.

And I am deeply concerned about the fact that what we are doing
now is loading on the backs of the poor people of this country the
problems of the Nation. Because it is very easy to slip from employ-
ment these days to unemployment and after you have exhausted your
unemployment insurance to go off and into another category, and the
next category really is welfare, and then you go through a whole
series of downgrades and degradations and we are put down by our
system the way it operates now; and it just seems to me we have got to
turn the thing around and look at.the other side of the coin and begin
to see what we can do in this country to create jobs, decent jobs, give
the incentives for people to go to work, eliminate the conditions in all
of the communities that pull people down rather than lift them up and
to try to get ourselves on a different set of standards.

I have no truck for old programs just because they were passed
under Kennedy's administration or Johnson's administration or any-
thing like thut.

Senator Rinicorr. How do we get rid of them?
Mr. CONWAY. You get rid of them, it seems to me, by trying to de-

velop something which is on target and then say fold all these other
things into that program.

Senator RIBIcoJf. Let me ask you now-you may be unhappy with
this question-you know when this bill first came up it was my sug-
gestion that we ought to pilot it; we ought to have some pilot pro-
grams, and Secretary Richardson and the President threw up their
hands in horror; and the tragedy of it is at that stage this committee
was practically unanimous for that.

Senator Williams, who led the fight in 1970 against this, would
huve gone for a pilot program and I think the chairman would, and
Senate or Bennett and Senator Talmadge, Senator Hansen-because-

The CIGAIR MAN. Senator, if I might interrupt you, we not only
would have gone for it but we votedto report it out.

Senator RimcoFF. You see what we had here was not to come in and
say this is an easy problem; this is a very tough thing we are asking
the American people to do.

Mr. CONWAY. Very difficult.
Senator RiBicor. And I realize the complexities. When you con-

sider thy pushed it ahead to July 1, 1973- it is an unalloyed tragedy
because remember talking to Senator Williams. We had many pri-
vate conversations and he said to me, "Abe," he says, "if they willdo
it on the pilot basis I will give them a blank check. Whatever they
want, let's get enough pilots of the program to see how it works.'

Well, I told the Secretary then and I think Senator Long-I don't
know; I can't talk for Senator Bennett and Senator Williams; they
are making a gtave mistake because by this time we are seeing how this
would work.

Now, this program is slated to go into effect July 1, 1973. As a
former Governor, as a Secretary of HEW, and a Senator, to go tell
the American people this is going to be an easy program, T jtist
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wouldn't be truthful; it is going to be very hard to work this family
assistance out.

Suppose we had this program go into effect 6 months later, January
1, 1974, and we told Secretary Richardson, "Now, you have got a
year and a half. Go out in this country. This is a very complicated
business. We will give you a lot of money to pilot this family assistance
program out and let's see how it works. Come back here. You have
plenty of time. Let's give it a chance to see how it works."

Do you quail at that suggestion?
Mr. CONWAY. Well, the only concern I have, Senator, is that the

problem has worsened all the time.
Senator RIBIcori'. I know it has.
Mr. CONWAY. Two years ago, President Nixon's proposal, 2 years

have elapsed and if you add another year and another year they dete-
riorate at a rapid rate and I think the deterioration that is going on
now is very serious.

Sentor R.micorrF. You see, but what. is worrying me-
Mr. CONWAY. I might say, incidentally, Senator, when I was in

OEO we did do a pilot, family assistance.
Senator RmicoFi.. What is that?
Mr. CONWAY. We did a pilot, on family assistance.
Senator RIBTCOFF. That was in New Jersey?
Mr. CONWAY. In New Jersey.
Senator RiBicoFF. I don't think all the figures are in yet.
Mr. CONWAY. Some of the figures are in and although I have not

read it in detail, it is quite positive and there is some experience on
what the effect of that approach is.

Mrs. BENRsON. Senator, I would like to answer for our part on your
proposition as to whether we could possibly, at this stage, have pilot
programs. I really think that while one could have some pilot pro-
grams in the meanwhile or simultaneously, something constructive
and positive and upgrading has got to be done right now about the
situation in which the 95 percent that you were speaking of are in such
great need. To J)ostpone it even further would not be acceptable. In
fact we don't even think it should be postponed until 1973.
Senator RIBICOFF. No: no; I don't think there is much question on

the welfare l)ait : there are going to be corrections there is a realiza-
tion in many of the categories. I think there probably will be unanim-
ity in the committee on many of the categories that we have in the
welfare part, but %hat is sticking in a lot of people's craws is the
family assistance program.

As I talk to my fellow members here, I don't question any of their
sincerity: they look at the problems differently from myself. But I
think the thought that another 14 million or it. goes up t.o 77, whether
it is 5(0 million, this is something that shakes them to their very
teeth and I think much of the uncertainty is not knowing j1ust how this
is going to work and, of cour-e, it is going to be much more difficult to
even have, it work with our high rat6 of unemployment which doubles
the. tragedy.

It double s the tragedy because in order for this to work you would
really have to hhve a Nation pretty much on employment to have this
effective; and you are going to have to find jobs for people. And it
lias become very obvious to me with the great tragedy we have that
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as long as you have got experienced people, educated people out of
work, the employer is not going to hire an inexperienced, underedu-
cated person who doesn't have work experience.

Now, I am trying ,to figure out in my own mind how to be construc-
tive in this; how do we work this out to try to get programs that are
going to work, because there are a lot of thoughts.

The chairman-you know, I mean he was awfully rough on you but
I don't think that is bite is as bad as his bark; really, because I have
had enough conversations to know in many ways he is concerned
about--

Every once in a while he confuses the people who are on welfare and
not working, and I know he wants to help the people who are working;
but then he drifts over from the welfare people who are unemployable
and he takes it out on the people who are working and not making
enough and I know he wants to help those kinds of people.

So what I am trying to figure out is how do we become constructive
on this without going into another blind program where we don't know
where we are coming out on.

Mr. CONWAY. Well, I think anytime you put a work program into
the welfare system you have to deal with the other side of that coin,
which are the jobs.

Senator RIIcoFF. That's right.
Mr. CoN WAY. And, really, it is a travesty to pass a law which says, in

effect, you have got to do certain things in order to qualify and if you
don't you are not eligible; and the main qualification is that a person
work and if there are no jobs for the person to work on then the sys-
tem breaks down before you even get started.

Senator RIBICOFF. That's right. In other words, if you have 5 mil-
lion people unemployed and you don't have public service jobs, to say,
now, "You go register and get a job," is just another one of the great
frustrations and runarounds that we continuously impose upon the
American people and it would be another cruel hoax and I don't think
that we should impose any more hoaxes on the American people or any
people.

Mr. CONWAY. Well, my father was a skilled master plumber in the
city of Detroit and we lived through 7 years of the most devastating
depression in my family and we were on welfare; we ate surplus foods.
Finally he was successful in getting a WPA job and it took 5 years
for him to be able to get our family straightened out as far as his
ability to support it.

Now, those were conditions that were common to lots of people in the
great depression during those years and we forget the fact, most of us
who.are associated now with relatively easy existences we forget that
the slne kind of conditions actually surround the lives of poor people
now and they have to be looked at with the same compassion, it seems
to me, as we looked at the problems of a very substantial portion of the
population during the great depression; and we can't impose our con-
ditions and our standards on a group of people who are beaten and
down.

We have got to figure out how we can get them under conditions
where they can change their life style and that takes a lot of work. It
isn't simle, t agree with yoi, Seintor, 1ut lit. sooner we get at it the
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better because this society of ours is sick; and unless we get it healthy
again our problems are going to get worse.

The CHAIRMIAN. I have asked the staff to give you a chart that I put
in the record a while back showing the family status as provided to us
by the Department of Health, Education, and Welfare, of the fathers
of these children and the family categories.*
Here is part of the problem. as I-see it. If you look down that

cohun under "Absent from Home," look at that number, not mar-
ried to mother 454,800, which, in terms of- percentage, is 27.9 percent
of our family caseload.

Now, it would seem to me that where that father is capable of sup-
porting that family or even making a major contribution, somebody-
the Government-should pay to provide tiat mother with a lawyer and
if the father will not volumtarily do the right thing by his own chil-
dren, -then litigation should be instituted to have him declared to be
the father and to order him to support those children.

Now, so far ,s I am able to determine, very little is being done about
that. But, in all cases where the father has adequate income that he
could support that family, it would seem to me that that family should
not be on the welfare rolls. That is not classified as fraud by anybody
so far as I know; but there is 27.9, roughly 28 percent of the overall
caseload where it would appear to me to be a better answer to require
that father to make a contribution before you put the family on the
welfare rolls or at least while you have them on welfare than you
would merely to have the Government pick ip the whole tab.

What is your reaction to that, Mrs. Benson
Mrs. BENsoN. If th9 whole of the 28 percent were capable of hold-

ing down a job, whiehWe-dont know, of course; if there were jobs for
that 28 percent or there were jobs for which they could be trained to
take, that is another factor in it. We don't know either of those things.

It seems highly unlikely, considering -all of the things, that they
would either be able to hold down jobs or to be trained for jobs in many
cases, partly because of the high rate of unemployment we already
have.

I don't know or, rather, I should put it this way: I don't think the
problem of deserting fathers, illegitimacy-which is not confined to
poor people in this country-should be made a condition of solving this
overall problem of the 95 percent we are talking about of people who
are in real need.

It is not necessarily going to be a productive thing, it seems to
me, to set up a system, which will undoubtedly be very costly, to track
down deserting fathers, bring them back home, if once you broughAt

* them back home they could not contribute to the support of the chil-
dren anyway.-

The (1iIA1RMAN. We are not talking about deserting fathers here;
we are talking about the situation Ahere the father is not married
to the mother. It would seem to me that in those situations everything
that can be done should be done even if it costs us as much to do it
as it would if we paid a guaranteed income. As a matter of social and
economic justice; it is not quite fair.

Mrs. BeNsoN. Of course there are quite a lot of women I imagine
who have children and would not care to be married to that father-

*See p. 824.
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The CHAIRMAN. I am not trying to make them marry; I am just
ar!s.BENN (continuing). To get him to support them.

The CHAIRMAN (continuing). To contribute something. It seems to
me it is not fair.

Mrs. BENSON. Senator Long, if you track down all fathers of ille-
gitimate children, whether the mothers of those children are on wel-
fare or not, or poor or not, and make them all support all of those
fatherless children; or if you track down all absent-from-home-
fathers-4 including all of those children where the father is in South
Vietnam and every other place we have ever had troops: then maybe
we would have something; but. I don't think it is fair to take the
problem of nonsupporting fathers, deserting fathers, or illegitimate
children and attach it to only this particular problem of poor people.
The number of illegitimate children who have American fathers in
the world would be extraordinary, I would say; just for the past 10
years it would be extraordinary. I

The CHAIRMAN. Would you take a look at page 18?
Senator Rinicoip. Before you leave that, Mr. Chairman, I wonder

if I could ask a question along that line?
The CHAIRMAN. Yes.
Senator RiBiCOFF. I would say earlier in my career I was a judge

and one of the hardest things to prove is a bastardy action. I mean that
is a very tough action to prove.

But it is one thing, if you are trying to get a father who is not
married to the mother in a small town, in Louisiana or Connecticut,
you know, people know each other; but now take the great bulk of
the welfare people are in New York City or Los Angeles, Chicago
and Detroit--that would be a pretty tough thing to track down,
wouldn't it, from your experience in the social welfare field; Mr
Lesser?

Mr. LESSER. Yes, and there are provisions in current law, you know,
for attempting to determine paternity and to secure support.

The CHAIRMAN. The courts overruled that by saying that the re-
quirement of 'prompt payment bypassed that requirement and that,
therefore, because you have to make a prompt payment you cannot
investigate.

Mr. LESSER. Well, you can still determine; the courts did not out-
law it. They outlawed denial of benefits to people until you can go
through a process, a court process, that may take several years and
you can still institute the process and if you can determine paternity
and etablish support through the courts under State law you can then
require support.

Mrs. BENSON. I do think, Senator Long, the point ought to be made
despite the quite legitimate desire to have poop le support those people
they are supposed to support, and also not to have such a high rate
of IllegitimaCy as we have, regardless of whether people are poor or
not it seems, I think, not excusable to have the children born out of
wedlock and their mother who is left with the responsibility for rais-
ing them suffer because they were illegitimate to begin with or be-
cause the fathers have deserted, or what have you.

I think it is putting the onus or the burden in the wrong place.
How you take care of that particular prollem is very difflelot. It is
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a lot more widespread and, you know, a lot bigger problem if you are
looking at it from the point of view of supporting children or il-
legitimacy than just from the point of view of the poor people.

The CAIh rMAN. If you look at that chart to which I referred,
you will notice that there is a column in that chart to be in a speckled
column , salt and pepper type thing-that is where the big increase
has been occurring and that is where most of the problem is. It is
in that area where the father is absent from the home.

Now, the biggest part of that is illegitimacy.
Now, it would seem to me that we made an oversight ourselves in

not making it to the mother's advantage to seek and obtain support
legally, support for the children from the father.

I did not realize that oversight was in the law but it is there and
we will correct it with this bill.

In other words, as it stands now, let's assume she obtains $30 sup-
port and she has no other income; she obtains $30 support from the
father that would all be deducted from the welfare check. She ought
to b permitted to keep the additional $30; that would at least en-
courage her to identify the father and to proceed against him to
require him to support those children if in fact he is not doing it.

But the point I have in mind here is this: where the father is not
married to the mother and where the father has deserted, which, in
terms of numbers, is 258 000 cases and where they are divorced or
separated without court decree, there is another 400,000 cases; in all
those cases we ought to be requiring support, to the extent we can
obtain it, from the father, for the children and they ought to be better
off because the father- makes that support. It should not be a dollar-
for-dollar reduction from what they could otherwise obtain on welfare.
In those areas there are more than a million fathers involved. There
are large umbers of them, some of them living right there in the
homes. They are not married to the mother, but they are living right
there in the home, and they ought to be making a contribution. I don't
say the whole million, but I think it is fair to say as many as 300,000
of those cases should either not be on the welfare at all or else not on
here for the full amount that they are drawing because that father
ought to be making a contribution.

If I have anything to say about it, we will be doing everything we
can in that area to make those fathers make that contribution and
make them accept their responsibilities. That is not classified as fraud.
It is just not classified that way, but those people should not be on there
in whole; they either shouldn't be on or else they should be on there
for a lesser amount because those fathers ought to be made to
contribute.

Mr. LmsEF. Well, you don't know, Senator, whether or not in some
of these cases the father is not contributing. In other words, this
doesn't say where they have been divorced if the father had income
the mother might be receiving support under the divorce decree, and
yet it might be inadequate to take her off welfare. We don't know that
there are no contributions in these cases here and we also don't know
that the father is in a position.

Certainly I would assume in the divorce cases if the father was in a
position he is making contribution.
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The CHAIRAN. Well, at the present time there is no incentive to
seek it from the father because there is a 100-percent reduction in the
welfare check of the first $30. So far it is easier to get the welfare money
than to get the money from the father, but lawyers tell me it is not a
hard case to win.

I read an article recently by a defense lawyer who represented that
winning a case to have a man declared to be the father of his child
is so easy for the fellow who is suing for the mother that--and mind
you this man admits to prejudice--he was on the defendant's side-
that he is fairly well convinced that if the mother has two prospects
she could win the case against either one because a jury tends to be
sympathetic to the child and to the mother.

Mrs. BENsoN. I would suppose this would require a certain outlay
of appropriations to pay the fees of those lawyers. In addition, the
guidance of the mothers, many of whom probably would not be able
to handle the whole problem by themselves might add up to a con-
siderable amount.

The CHARMAN. We ought to do that and, Mrs. Benson, I don't par-
ticularly differ with you when you say it shouldn't be just those.
.fathers.

If we had jurisdiction of it, I would be happy to provide that Fed-
e, eral remedy with regard to all mothers who are left, where the father
leaves the State and declines to make the payments that he. should
be making for the support of the children.

I know on at least one occasion a mother came to me when she saw
what I was trying to do as far as requiring fathers to pay support to
their children who are on welfare and said, "Won't you please make
that law broad enough so I can benefit from it because my husband
left. I am not on welfare, but he left and went to another State and he
is not doing his duty under the law. He ought to be making a contribu-
tion," and I would like to do it, frankly-extend the remedy to any
mother.

It is too easy to get around this country nowadays. A fellow only
needs to cross a State boundary to escape an obligation to make a
payment for the support of his children.

Mrs. BENsoN. Of course, the other side of the coin would be, really,
to provide good family planning and birth control services, or agen-
cies for advice-giving which might again cut down on the rate of
illegitimacy.

The CHAIRMAN. That is something we can agree on, you see. We did
report out a bill that did that and we will do better this year. We will
do everything we can to help provide the mother, present or prospec-
tive, any help we can provide the mothers in that area.

Mr. CONWAY. Mr. Chairman, I have a short prepared statement that
I would just like to insert in the record. It supports Mrs. Benson's
testimony-

The CHAMrMAN. Fine.
M1r. CON WAY (continuing). And sets forth very succinctly the posi-

tion of common cause on this legislation.
The CHAIRMAN. Fine. T did not know that you had not made your

statement at that time, Mr. Conway. Did you have any statement to
makeI

Mr. Las.R. No.



1267

The CHAmrMAN. Thank you for your testimony.
(Prepared statements of the previous witnesses follow. Hearing

continues on p. 1291.)

STATEMENT BY YAOK T. CONWAY, PRESmENT, COMMON CAUSE

Mr. Chairman, I am Jack Conway, President of Common Cause, a nonpartisan
citizens' lobbying organization with a membership of over 230,000.

Common Cause has continually supported the concept of the family Assistafice
Plan. We felt that President Nixon made a start toward reform in his 1969
proposal to Congress:

The Federal Government would for the first time accept responsibility for
financing a minimum level of welfare payments.

The working poor, those families with fathers and mothers who may work
full-time and still earn below the poverty level, woilld be covered.

National standards of eligibility were proposed.
We believed the President's program could be strengthened at several crucial

points: The income level was too low; the work requirements were unreasonable
and without job standards; mothers of school-age children were required to
register for work and therefore unable to decide what is best for their families
without the threat of loss of benefits; and needy couples and single people were
not covered. For more than two years we have been working hard to pass the
Family Assistance Plan with these improvements. The result so far is LR. 1, a
totally inadequate bill.

H.R. 1, the House-passed bill that includes the Family Assistance Plan, is now
before you. Unfortunately, it modifies both the Nixon proposals and the bill
passed in 1970 by the House (H.R. 16311) so that many present needy welfare
recipients will be worse off.

A key assurance of President Nixon's is not kept: H.R. 1 does not require states
to maintain their present level of benefits, including the lost value of food
stamps. In 1969, President Nixon assured Americans now on welfare that: "In
no cases would anyone's present level of benefits be lowered." This assurance is
not in H.R. 1. Between the time of that assurance and now, over 20 states have
reduced benefits. More states are likely to follow. It is unfair to provide states
the additional fiscal relief in H.R. 1 and not protect beneficiaries from cuts. This
allows states to cut benefits in order to reap more fiscal relief at the expense
of its poor on welfare.

It Is unfortunate that the President and his Administration have chosen not
to work for restoration of their proposal-that states maintain their present
level of benefits-and that the House of Representatives did not write it into
H.R. 1.

Eligibility standards have been changed so that a family, even though destitute,
would lose benefits because of minimal amount of income received in the previous
nine months, a requirement that does not now exist. Hard working migrant and
seasonal workers will surely suffer under this provision.

These two items, if passed, will result in reduced benefits for many now on
welfare. The poorest of the poor and the most destitute and defenseless in our
society will be dealt a crippling blow. No one can foretell the consequences.

H.R. 1 also reduces the work incentive from 50% in last session's bill to one-
third; provides no support for state supplementation; and, sets the income level
too low. The bill provides benefits for the disabled, the blind and the needy aged
at the poverty level. Needy families should and must be treated the same way.
The work requirement, rather than being improved and made humane, is more
stringent and arbitrary and now only exempts mothers with children three years
of age and under.

Senator Ribicoff's Amendment, S. 559, to H.R. 1, begins to meet these defects
in-H.R. 1. 22 Senators and 15 governors have endorsed the Ribicoff Amendment.
With the League of Women Voters and other organizations, we urge you to adopt
the Ribicoff Amendment. It assures that no eligible recipients would receive
less under Welfare Reform than he or she is now getting. It also provides a
minimum $3,000 Federal payment level to a family of four. By 1976, families
would receive no less than an income equal to the poverty level. The bill also
provides improved work incentives, streamlined and fair administration, and
major fiscal relief for the states. By 1976, apl state costs for welfare would be
asumed by the Federal Government.

We are now at the crossroads. The time to act is now. The two-year delay
has been disastrous. The poor whose numbers have increased for the first time
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in a decade have suffered. State fiscal problems have worsened. The Administra-
tion proposes' an unthinkable additional delay of a year. Senator Ribicoff's
Amendment rejects this and retains the originally promised effective dates.
The Senate should seriously consider the inequities in H.R. 1 and move quickly
to pass the Ribicoff welfare proposals.

Common Cause and others are concerned that the grave defects in ll.R. I
may not be cured. Improvements may pass the Senate, only to be given up in
conference. If there is no choice but the present version of the Family Assistance
Plan with its potential for hurting people, Common Cause will actively oppose
passage.

STATEMENT BY LUcy WILSON BENSON, PRESIDENT, LEAGUE OF WOMEN
VOTERS OF THE UNITED STATES

The phrase "the welfare mess" has been repeated so often and by so many
peol)le, including national leaders, that many believe it is the poor people them-
selves who are the "mess." That is not true. The day-to-day hardships and dep-
rivations of poverty, the misconceptions and lies affecting people who receive
assistance or are poor, the shortage of decent-paying jobs, the myth that anyone
can earn a decent living if only that person were willing to work, and the In-
justices and inequities of the present welfare system-those factors constitute
the "mess"-not the people.

By first-hand investigation and hard work, members of the League of Women
Voters all over the nation have learned about poverty and about the inade-
quacies of the present system. Findings led to a determination to fight for a
new and better welfare program: a federal system based on cash assistance
grants paid to people who need them. We seek a new program that recognizes
two basic needs people have-an income sufficient for decent living for indivi-
duals and families and opportunities to enable them to make the most of their
abilities. Adequate income and realistic opportunity-those are two keys to
unlock people imprisoned by the poverty cycle.

Such an income-opportunity program would not end poverty absolutely. It
would, however, give a tremendous boost upward to people in the almost fourteen
million households receiving money income of less than $3999.'

The United States has come a long way in recognizing its obligation to people
in need; many of the poor have benefited from programs now in effect. But we
still have a long way to go. The League supports Senator Ribicoff's amendment to
H.R. 1 as a significant step along that way. We urge the Committee to adopt
the amendment and to report* H.R. 1 thus amended to the Senate promptly.

Our support for welfare reform and for Amendment 559 is based on our con-
clusions that:

1. The nation's welfare requires the acceptance of the concept of a federal-
guarantee of cash assistance to no-income and low-income people. What we have
now are the 54 separate welfare systems which breed enormous Inequities and
cancel out much of the effectiveness of existing welfare supports.

2. Welfare programs must be based on uniform national standards and safe-
guards administered by the federal government under guaranteed full protec-
tion of individual rights.

3. It is essential to provide cash grant supplementation to the "working poor"-
the millions of people who work. but earn meager incomes below official poverty
levels.

4. Income assistance programs must be closely allied with opportunity-creating
programs, such as new jobs-public and private, job training for new skills and
for upgrading of existing skills, and with child care and other counselling and
supportive services. It is the lack of skill and opportunity which, along with
unequal Income distribution, is the root cause of poverty and low earning
capacity.

5. The United States can and must pay for the changes needed.-A nation with
a trillion dollar Gross National Product simply cannot afford to fail to assist
the approximately thirteen percent of its people who cannot work or who cannot
earn Incomes sufficient to keep them above the poverty line. Problems created by
our failure to do so are more costly, In dollars and cents as well as in human
terms, than the cash outlay necessary for adequate assistance. League members
are willing to pay the price for reform. For example, in Connecticut, Massachu-

' Current Population Reports. "Consumer Income in 1970 and Splected Social and Eco-
nomic Characteristics of Households," Series P-60, No. 70, July 27, 1971.
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setts, New Hampshire, and Iennsylvania, Leagues have worked for tax increases
specifically to help meet welfare obligations. -We would rather pay more taxes
than save money at the expense of fellow citizens," as one League put It. We
are convinced that if society invests more in leol)le-especlally in the future gen-
eration handicapped by poverty-everyone will benefit and that perhaps the
total American population will suffer less alienation, suspicion and misunder-
standing-and consequently less violence and crime.

It is in the context of the live goals and premises for welfare reform that
the League supports the Ribicoff amendment, and for the reasons that follow.*

MINIMUM FEDERAL CASH INCOME GRANT

The League knows, as you know, that $2400 annual sul)port is not enough for
a family of four. Tme house was willing to establish $2400 by 1974 as a basic
minimum for aged, blind, or disabled couples. How could it fail to approve more
for families of four? Senator Ribicoff proposewS $3000 as the minimum floor,
beginning in 1973. Members of the (',omittee anti l league members know that
$3000 is not enough for recentt living. This amount, however, COul)led with
supplementation for the working lpor and other provisions in Amendment
55), would be a real step forward for millions of Americans.

The Rilicoff )roposal has the further advantage over IR 1 in that it extends
income grants to individuals and childle.-s couples, requires annual adjiistnients
in the miinimun payment ' o that the official poverty level w\'ould be reached by
1976, and requires a(ljuts mtnts for cost-of-living changes. liR 1 meets none of
those requirements. Amendment 55 requires also that benefit payment.s be deter-
mined on the i.basis of current need, rather than on current earnings pus earnings
in the previous three quarters. as required by lIlt 1.

The League sul)lrts ilnCreasing the minimum initial grant to $3000 even
though we realize that the cost in fiscal 1973 otf the Ribicoff proposal is estimated
at allout $22.4 billion compared to $15.0 billion in fIR 1-including costs of child
.are, training and jobs in both cases. We realize that numbers of 1)eople estimated
to eceonme eligible under family pr(grans would increase from approximately
19.4 million at $2400, to about 30 million at. $3 10).' We realize that the break-even
levels [the point at which no further federal income maintenance supl)lement

of any amount would be paid] increase as benefits and work incentives increase.

We urge the higher minimum in the full realization that it would mean a

significant increase in the average tax burden for four-member households with

earnings in excess of $15,000. On the other hand, the tax burden for four-member

households at the $6,000 income level would be greatly reduced and the burden

would remain alkout the salle in the $10,0(X) to $15,000 income brackets.' But

while dollar costs of real reform maiy be predicted with a degree of accuracy, the
social costs of no action, or of token action and token funding alone cannot be

measured accurately, and their consequences may be irreversible.

PROTECTION TO INDIVIDUALS AGAINST BENEFIT CUTS

The League supports the requirement in Amendment 559 that states maintain

benefits to protect individuals against loss under current state programs and

requirements for 30% federal matching incentive funds and federal assumption

of the total cost of cash assistance grants over a five year period. As passed by

the House, lIlt 1 (oes not require states which pay higher benefits under current

law to maintain those benefits, nor does it provide realistic incentive or aid for

states to do so. During the past year, 19 states and the District of Columbia have

reduced benefit payments " and evidence points to further cuts unless federal

guarantees and assistance are assured against losses under a new program.

The League membership is agreed that-full federalization of the system of cash

assistance grants is Imperative. We know, however, that state and local govern-

ments must continue to have interim responsibilities. No new eash assistance

program should make it possible for States to cut their benefits If people would

*The League haq no positions on the social Insurance and medical assistance Titles of
H.R. 1, and, in the interests of time, decided to comment only on family programs, omitting
the adult category programs for the aged, blind, and disabled.

2These comparisons reflect the estimates reported by the Senate Finance Committee in
its Committee Print of July 21, 1971, entitled "Material Related to H.R. 1 : Welfare Pro.

grams for FamIlies," p)i). 32 and 34-35.
SEdward Mloscovite i. Newv England Economic Review, "Welfare Reform and Income

Supplementss" January/February 1971. text and tables pp. 10 and 22-23.
HEW News, Social and Rehabilitation Service release, January 16, 1972.
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receive any less under a Fe(eral grant than tuder the joint Federal-State
progra nis.

If states are to be "held harmless" against any increased costs above those
of calendar year 1971 (under standards applicable in that year), then l)eople
should be "heldI harmless" against any reductions. Present provisions of lIR 1
reward the states who have made the least effort to help low-income people and
provide the least hell) for states that have done the best job of relating assistance
to need. That is obviously wrong-and politically unwise.

To protect against future benefit cuts to welfare recipients, the League sup-
ports an amendment to 11R 1, such as that submitted last December by Senator
Charles Percy (R-Ill.) to the Revenue Act of 1971 (H.R. 10947)-but only if
such an amendment is an integral part of an overall welfare reform bill. Any
fiscal relief for states in the Interim until the effective (late of new welfare
legislation must be contingent upon state maintenance of benefit payments at
the higher of two payments levels-January 1971 or June 30, 1971. Fiscal relief
to states can be a legitimate means of protecting our lx)orest citizens against
being the first victims of state fiscal problems; alone, fiscal relief does not
constitute welfare reform, and we will not accept it as a substitute for people-
oriented programs.

REGISTRATION AND WORK REQUIREMENT

Registration requircment.-The League does not quarrel with the requirements
in 1I1 1 and Amendment 559 that family members declared available for em-
ployment must rcg.istcr for manpower services, training, and employment. Such
registration could serve to develop more accurate information about how many
people are really employable, and what kinds of training programs and support
services people need. We do object strenuously, however, to administrative
practices which would turi the registration requirement into another bureau-
cratic harassment of poor l)eople, or into a device for withholding benefits until
registration can be completed, or into a tool for reducing rolls.

Work rcquircmcnt.-Provislons of Amendment 559 are superior to those in
HR 1 in several respects, among which are:

1. HR 1 would establish a double-wage standard. The minimum wage for
people required to take private jobs would be three-quarters of the federal
minimum wage, but the minimum for new public service jobs would be tile fult
federal minimum. Such a double standard would promote an image of certain
jobs being "welfare" jobs and would further stigmatize working people who are
receiving pul)lic assistance. The League, therefore, considers essential that part
of the Ribicoff amendment which requires payment at least of the federal mini-
mumi wage in all jobs to which welfare recipients would be referred.

2. After 1974, IR I would require mothers with children under three to
register for training and employment. Amendment 559 fixes the age limit at six.

3. HR 1 would not exempt mothers from the work requirement in the absence
of suitable day care. Amendment 559 specifically exempts from "availability" for
jobs those whose presence In the lome is required "because of the unavailability
or remoteness of suitable day care services." 6

There are indications that work requirements are unnecessary and dispro-
portionately costly in relation to results. Evidence in the Auerbach study of
1970 indicates that it has been impossible to provide the jobs, training, or child
care facilities for those in AFDC programs who want to work. 6

An analysis of New York State's new work requirement program in Monroe
County (Rochester area.) for the months of July through October 1971 Indicates
that the "additional administrative expenses of $82,474 a month have far out-
weighed the savings of $44,690 due to case closings." ' The percentages of cases
closed as a result of employment (luring the same months in 1970 and 1971
were 33 percent and 22 percent respectively in the home relief category ; 40 per-
cent and 34 percent respectively in AFDC programs.'

G Senator Abraham Rtbicoff, Amendment 559. October 29. 1971, Section 2111(b) (5). p. 5.
I Senate Finance Committee Print, material related to 11.11. 1 : Work and Training ProvI-

sions, July 23, 1971. pp. 77-81. Also reported in Falling Down on the Job: The United
States Emplovment Service and the Disadvantaged. prepared by The Lawyers Committee
for Civil Rights Under Law, Sarah Carey, and the National Urban Coalition, June 1971,
pp. 49-59.+The New Welfare Work Legislation in New York State: A Study and Evaluation in
Monroe County. by the League of Women Voters of the Rochester Metropolitan Area and
the Center for 'Cofimunity Issues Research, December 1971, pp. 16-17.

8 Ibid, p. 15.
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In addition to the impracticality and the high cost of administering work
requirements, there is -n element. of "forced" work InI the whole Idea, which
League members disapprove strongly. We believe it mlore realistic and far prefer-
able to spend money to) create new training programs, additional public service
job~s and child care services, an(I to back up1) those programs with genuine work
incentives timtn to risk any program that would force people to work.

WORK INCENTIVE

The "bhu b)ook" Finance ('omniit tee report of 1971 " and independent studies 'o
indicate that the work incentives in I1R 1 are unrealistic and cotnter-pro(luctive.
In lIIt 1 the income (lisreglrd after the first $720 in earnings amounts to 33 per-
cent If each (1ollr earned. Aimendnment 559 would increase to 40 percent the earn-
ings allowed without benefit reductions-an imnirovenient because working people
would have larger total incomes.

The League finds the 50 percent income disregard proposed- by Governor
Francis Sargent more practical than either of the above, but. wve slmill accept
the Ribicoff proposal, which is coupled with a requirement that the Secretary
of IIEW conductt t&Jits of various earnings disrega rd formulas and report findings
and reconunendations to Congress by ,January 1, 1974.

CHILD CARE

The League's concern about child care programs in relation to a new welfare
system is a part of its connitment to equal educational oplpoltunity for all
people. We Sul)ort the legislative requirement in Amendment 559 that child care
stan(lr(ls for services to lulie as:.istance recil)ients "shall be no less coni)re-
hensive than Ithe Federal interagency day care requirements as promulgated on
September 23, 1968. "

HR 1 leaves determination of standards up to the Secretaries of Health,
Education and Welfare and Labor-an unsatisfactory plan. The increased au-
thorization to $1.5 billion for child care programs in Amendment 559 is a more
realistic reflection of need relative to the numbers of parents who want to work.

INDIVIDUAL RIGHTS

League members are deely disturbed about the potential for violation and
Invasion of individual rights, and harassment of applicants implicit in HR 1.
The Ribicoff amnen(hnent corrects the major defects in HR 1 as to hearing and
appeal rights of claimants. For example, it would continue welfare payments
while hearings and appeals are underway, require submission of written opinions
detailing complaints, require hearings examiners to meet the same standards
applicable in other federal programs, and would provide claimants the right to
counsel of their own choosing.

The Ribicoff amendment, however, does not correct the administrative maze
of HR 1. At a minimum, the League urges a positive legislative guarantee that
people will not be shuffled back and forth between offices in the multi-headed
welfare structure that includes 'the iEW Social Security Administration for
the aged blind, and disabled. the Department of Labor for employable family
members (OFF Program), the FAP Administration in HEW for unemployable
family recipients (FAP), and a variety of state supl)ortive service agencies.
Having presented to the Committee the League's major reasons for seeking

welfare reform and for advocating adoption of Amendment 559, 1 would do
less than justice to the thousands of League members If I were to conclude
this statement at this point. I have an obligation to let you know that League
members find it grossly misleading to promote the idea that so-called "work-
fare" can be a substitute for welfare. Most welfare recipients cannot be
taken, off welfare rolls and put to work. The 7.5 million children In public
assistance families cannot be put to work; the 3.8 million adults who are aged,
blind and (ldsal)led cannot earn adequate incomes. Among the adults in AFDC

0 Committee on Finance, material related to H.R. 1: Work and Training Provisions,
Julv 23. 1971. pp. 20-39.16 Edward Mokcoviteh. omi. cit., pp. 12-13; Jodie T. Allen, "A Funny Thing Happened on
the Way to Reform," October 15, 1971-working paper No. 30-14 for the Urban Institute,
not yet published; Alice Rlvlin, WVashington Post, "Conflicting Objectives Hobble the
Attack on Povertv," Julyv 31, 1971, Editorial page.

11 Ribieoff, op. 61t., Section 2134, p, 31.
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prograins, approximately 126,006 males are considered employable and miny
of th,,w are now in training programs. Of the 2.5 million AFDC mothers, about
5)00,tt{) work or are in training now; about 750,000 could work if child care
were available: another 125,000 might work after extensive rehabilitative and
training services. About one million, however, are considered unemployable
because of responsibilities for very young children, or because of physical or
mental incapacities. 2

In a word, if there were adequate child care, job training, medical and
rehabilitative services and jobs, it looks as though about 950,000 more AFDC
recipients might be able to work. That would still leave at least 13.5 million
people who need major cash assistance! Need is need and cannot be shunted
aside, and the nation should not be duped into thinking work is the total
answer. Indeed, no amount of false Ickaging around a welfare reform program
will deceive the poor or thos-e of us who place high priority on meeting the needs
of America's disadvantaged people.

The IAague supp)orts welfare reform because of our members' realistic concern
about people and their quality of life. And what ie understand by quality of life
is not just ain advertising slogan or t phrase in a political campaign . Quality of
life is created in down-to-earth. day to day opl)ortunities and experiences that
determine whether life Is hopeful or desperate, constructive or destructive, par-
ticipative or alienated. It follows, then, that legislation to establish a system of
public assistan'e for a society's most disadvantaged people must be developed out
of realistic understanding of individual needs and must be rooted In genuine
concern.

The Senate Finance Committee has purview of federal tax, Social Security, and
public assistance programs. It therefore has great responsibility which carries
with It unique opportunity for leadership. And leadership is what the League
asks of this Committee:

Leadership that rises above empty rhetoric about the necessity for hard
work in the face of millions who work steadily but earn little, and in the
face of high involuntary unemployment;

Leadership that recognizes it is wrong to make poor people the scape-
goats for frustrations caused by rapidly changing social patterns or escalat-
Ing costs of living;

Leadership that will support enactment of a welfare program providing
a decent basic Income for people who cannot work or who cannot earn enough
to insure adequate food, shelter and clothing for themselves and their
children.

Inaetion now would be unconscionable; action to adopt new programs and to
fund them inadequately would be a cruel hoax.

Poor people-on or off welfare--deperately need a new national system
which meets low-income and low-opportunity problems. But not just poor people.
America needs it. And America can afford It. More than that, our country cannot
afford not to afford it. T he high cost of penny pinching the poor is becoming
higher and more obvious every day.

The League, together with other organizations and citizens across the nation,
is working hard to build constituent support for landmark welfare reform. We
urge the Senate Finance Committee to -accept Amendment 559 and to report
HR 1 thus amended to the Senate.

,YTATEMTI-VE LEAGUE OF WOMEN VOTERS OF SouTitI DAKOTA

A CASE IN POINT FROM SOUTH DAKOTA TO ILLUSTRATE TIE NEED FOR SUPPORT
OF TIE RIBICOFF AMENDMENT TO hl.R. 1 --

A statement to 47th Session of South Dakota Legislature by Interested citizens
from South Dakota.

"Inequity between standard for the adult and children's payments."
"iqual treatment before the law requires that standards on which public

assistance payments are based be uniform for all recipients."
Forty-sixth Session of S. D. Legislature funded Department of Public Wel-

fare for full standard, except ADC at 90%, with the communication of their

HEW, Social and Rehabilitation Service, Welfare: Myths Versus Facts Fall, 1971;
HEW News, Social and Rehabilitation Service Bulletin B-30, January 18, 97i.
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desire that ADO not be rised unless and until adult grants are certain to be
maintained at full amount of standard.

This made it necessary for the Department of Public Welfare to return- to
State General Funds some $364,643 (from a special appropriation of one million
,requested by Department of Public Welfare to meet emergency rises in number
of recipients in last quarter of fiscal 1971). Refunding unavoidable because ap-
propriation for fiscal '72 projected not adequate to inaintain standard for reason-
able portion of ensuing year. (Administrative cost and time involved to "turn
case load" decisive factor here.)

PRESENT FROBLEM-FEBRUARY 1972

Dramatic rise in caseload has failed to materialize.
Funding for fiscal '72 (half through fiscal year) now projected to be adequate

to accommodate raises in grants in some areas--approximately $700,000.
Desire is to raise ADC to full one hundred per cent standard: Estimated cost:

$319,855.
Dilemma: Out of compliance on rental standard. To bring into compliance

(Helps only those at top of allowance)

Estimated Cost ------------------------------------------- $46, 688

Total --------------------------------------------- 366,543
How to use remaining $333,500:

Raising standard across the board too costly.
Raising utility allowance helps only one-half OAA; 3 out of 10 ADC.
Raising all other household helps only one-half disabled; two-thirds ADC;

8 out of 10 OA.
"Tooling up" for:

Raise ADO to 100% of standa.td ------------------------- $319, 855
Compliance in housing allowance (only applies to top rental costs

i.e. _$100 to $110) ------------------------------------ 46,688
Housing allowance or increasing utility allowance ------------- 245, 548

Appropriation for 1973 still to be established-
If present legislative session learned of the $700,000 projected unexpended

funds, they would by pass preference, withhold appropriation of adequate fund-
ing for '73 to meet needs of all facets of the participants.

STATEMENT IN SUPPORT OF AMENDMENT No. 559 BY THE LEAGUE OF WOMEN VOTERS
OF NORTHFIELD, MINNESOTA

The League of Women Voters of Northfield, Minnesota vigorously supports
welfare reform as proposed in Amendment No. 559 to H.R. 1: "The Social
Security Amendments of 1971". Our support of the amendment is based upon
the following needs: there are many persons not eligible for public assistance
under the current categorical assistance programs, who, in our judgment, are
entitled to receive an income "adequate to sustain a decent level of life"; there
is a need for a greater uniformity of treatment of recipients than under the
current Federal-State public assistance programs.

We illustrate these needs by our local conditions. In Rice County, Minnesota
(of which Northfield is a city) each township administers its own program of
general relief. General relief provides support to families and individuals in
emergency situations, gives supplemental income to the working poor when
this income is not adequate to support the family, or to unemployed persons
who are not eligible for any other programs. Thus, general relief covers those
not included in any of the categorical aid programs funded by the federal gov-
ernment with matching state and county money.

General relief in Rice County is provided by local township funds. No state
aid is Involved, no state standards apply, and there are no case workers, no
supervisor, no special services (such as counselling or family planning). Usually
aid is in tl;e form of a food voucher to be used at a designated grocery store,
occasionally aid for rent, medical bills, etc. Aid varies greatly and is decided in
each individual case.

The system results in many inequities. Township boards often refuse to
recognize needs, or if they recognize a need, many fail to provide relief for

72-573 0 - 72 -pt.3 -7
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inequitable reasons. There is little consistency in administration of relief among
the different townships within the county. The lack of supportive services such
as counselling often results in greater need for financial assistance. Most people
between the ages of 21 and 65 needing medical care do not fit Into the county
relief and must go to the townships, which often cannot pay for them.

In conclusion, we would like to reiterate our confidence that passage of
Amendment No. 559 to H.R. 1 could begin to meet the needs of those not covered
by current categorical assistance programs and could result in greater uni-
formity of treatment of recipients.

LEAGUE OF WOMEN VOTERS OF BOSTON,
Boston, Mass., Ja ar 26, 1972.

Re H.R. 1 Ribicoff amendment.
ToMi VAIL,
Chief Comisel, Seiate Coiminittce on Finance, , nfatC Office Buildig, Washington,

D.C.

GENTLEMEN: The League of Women Voters of Boston endorses the Riblcoff
Amendment to H.R. 1 as a necessary :'ep in welfare reform. Features of the
Amendment. such as a cost-of-living adjustment clause and relief for single
adults and childless couples will provide more adequate relief for those in need.
Most important, the timetable for full Federal assumption of welfare costs by
1976 provides necessary fiscal relief for the states and orderly and equitable
administration of the welfare program. -

Sincerely yours,
RUTH SARIS,

President,
League of Women Voters of Boston.

STATEMENT BY JANICE T. WARREN, WELFARE CHAIRMAN, LFAOUE OF WOMEN

VOTERS OF OIIO

None of Ohio's many problems is as basic to all the others as the problem with
which your committee now grapples. On no other issue is our statewide mem-
bership so clearly united as on the urgency of eliminating poverty and its per-
vasively destructive effects on all of us. Our state, like most others, has been
unable to marshall its considerable resources toward this end. Ohio has never
provided its eligible recipients of Public Assistance the level of subsistence estab-
lished by state law to be the least possible required for health and decency. Our
meager efforts, predictably, have been visibW ineffective, have therefore been
deemed extravagantly expensive and have invited a chronic fear of taxpayers'
wrath among our public officials. Not so visible, apparently, is the tragic pace at
which we have allowed the problems caused by our neglect to outstrip our ability
to deal with them.

THE REAL CULPRIT

In the course of a-long, sustained and frustrating attempt to put an end to the
time-honored custom of blaming the victims of public negligence for the results
of neglect, League members in Ohio have come to view the present federal/state/
local welfare mish-mash as the real culprit. When the general economy is
healthy, it.is a disaster for the poor: when the general economy Is unhealthy, as
now, It is a disaster'for nearly everyone. There is plain evidence in Ohio that this
s ystem guarantees Just about everything it was ostensibly Intended to prevent:
family disintegration, personal Indignity, social isolation of the poor, a costly
bureaucracy never quite able to cross its sea of paperwork into the mythical
realm of serious rehabilitative service. Ohio has 313,786 dependent children
cared for Iby 120,600 adults: the AFDC program was intended to strengthen and
preserve these families.

We have already, in our wisdom, chased thousands of fathers from their
families and are now, in our righteousness, proclaiming legislatively that we are
morally affronted and financially gypped by mothers who wish to remain at
home to care for their children. Ohio's eighty-eight counties operate eighty-eight
welfare systems which regularly grind out more human tragedies than their
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overworked, underfunded, complexity ridden social services, courts and receiv-
Ing institutions can handle.

We are v'onvinced that blaming the victims of this system, far from being
rational, 's not its politically necessary as generally assumed by lawmakers at
all levels of government. We have testified at virtually every welfare-related
hearing held in Ohio over several years, including many at the county level;
we have yet to hear much noise from those on whose purported behalf punitive
legislation is introduced. At a recent Cuyahoga County Commissioners' hearing
In Cleveland, the testimonial score was 30 to 0 In favor of a renewed or increased
welfare levy. Everyone present at that well-advertised public hearing acknowl.
edged, however, that no possible local effort could render the present system
effective in the face of the county's deepening crisis: one of every five persons
In Cuyahoga County are now on welfare; the projection for next year is one in
four. There was one other point of unanimity : the imperative of realistic, humane
federalization. That, gentlemen, is the situation in Ohio's leading county in terms
of local tax support of welfare.

WHAT DO WE REALLY WANT?

So far, the record of state and federal legislators in dealing with the "Welfare
Mess" indicates they have allowed themselves to be confused by everything but
the facts, Surely the facts are in; you have a clear picture of how many are in
twed, how much they need, how many jobs are nieded for those who can work,
how many day care, training and Job slots can realistically be made available.
Facing these facts, if your deliberations lead you to the conclusion that you must
hedge on the real needs you will essentially be concluding that this nation is not
willing to provide decently and fairly for those who cannot provide for themselves
within our economic system. It would then be the better part of honesty to stop
talking about welfare altogether and revert to reliance on private charity. It
should be remembered, though, that our halfway measures have pretty well
made Lady Bountiful into an anachronism, Advocacy, by task force, coalition,
commission and White House Conferences has supplanted errands of mercy.

Americans have traditionally considered themselves to be great champions of
the underdog. It is obvious, however, that our legislators look upon their con-
stituents as a people-who simply insist upon having plenty of underdogs around.
.Just as a hungry person will steal bread to avoid starving, a person who cannot
both pay the rent and feed his children should b, expected at least to lie awake
nights figuring it way out. If an illegal ploy presents itself, is tried, and succeeds
so well that the result is affluence, we call it a success model; if it fails and the
perpetrator is caught, we call him immoral and a cheater of the public weal.

TIlE CHALLENGE IS YOURS

We in Ohio have a healthy respect for the power and influence of the Coin-
inittee on Finance. As we see it, your job Is to lay to rest for all time the unholy
alliance of costly neglect and mistaken images of the needy people of this country.
H.R. 1 falls far short of being a vehicle for this task. Add the Rlbicoff amendments
and you have a good chance of taking a giant step toward sanity. Take the stride
firmly enough to bring along the magic number of senators and by 1970 we may be
able to celebrate the bicentennial of a nation which has finally blossomed into
responsible maturity.

STATEMENT BY TUE LEAGUE OF WOMEN VOTERs OF MASSACHUSETTS, SUBMIED BY
MRS. CHARLES LYNCH, PRESIDENT; AND MRS. CAMPBELL L, SEARLE, WELFARE
CHAIRMAN

The League of Women Voters of Massachusetts would like to speak to three
aspects of the welfare reform legislation, H.R. 1, and how these issues relate to
our state.

Massachusetts Is the third highest state in our country in cost-of-living. The
1970 Bureau of Labor Statistics' lower level of consumption for a renting family
of four in metropolitan Boston revealed that food and shelter alone cost $3632.
The Boston Gas Company prices have increased 11% in the last year. Obviously,
the proposed minimum basic grant of $2400 for a family of four in H.R. 1 is
inadequate for our state. We strongly urge that the basic grant be increased at
least to $3000, that state supplementation be required to insure that recipients
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will not receive less than they now do, and that there be a requirement for basic
grants to reflect regional cost-of-living differences.

Last year, the budget for the Department of Public Welfare in Massachusetts
was 43% of the total state budget. After deducting reibursements by the fed-
eral government, the welfare budget was still almost 20% of the state budget.
This year the total welfare budget requested is $912 million of t state budget of
$2.17 billion. No new taxes are likely. Massachusetts needs relief from its fiscal
crisis. Cutting back on grant levels will bring recipients to less than subsistence
amounts and to more sickness and disability. The Massachusetts League believes
that the federal government bears a major fiscal responsibility for welfare. We
urge you to support reimbursements not only of the basic grant but at least 30%
of a required state suplllementation. Without partial federal reimbursement of
a state supplement, Massachusetts will gain little or no fiscal relief.

Massachusetts' rate of unemployment has been consistently higher than the
national average for two years and almost double the national average in our
large cities. Partial explanation for this unemployment is that major industries
have moved out of th, state and that the federal acro-spaice cut-back in funds
hit Massachusetts hard. Solutions to these economic conditions are not immediate
or clear-cut.

Since October, employable recipients of our General R'elief category have
been required to pick tip their checks at the nearest Division of Employment Se-
curity office. Of the original 9,010 reciplieits who reported to the Division of
Employment Security, only 220 obtained jobs in a two-month period. Of those
over 55 years of age, only '/, of 1% obtained Jobs. "Workfare", fol\ those few
who are employable, will not be a permanent solution to our welfare crisis
without substantial education, Job training and retraining for Jobs which pay
wages that yield enough money for Independence. "Workfare" will not be suc-
cessful until the basic economic crisis is over.

The vast majority of recipients are not employable. To protect these, citizens
from starvation, Illness and crime, and to protect our state from an intolerable
fiscal burden, the League of Women Voters of Massachusetts urges that the
federal government be responsible for an adequate minimum grant ad for
partial payment of state supplementations to that grant.

LEAGUE OF WOMEN VOTERS OF COLUMHIA, S.C,
West Columbia, S.C., February 16, 1972.

SENATE COMMIrTEE ON FINANCE,
Senate O]lcc Building,
(Attention Tom Vail, Chief Counsel).

I am requesting that this letter and enclosed statements be filed as a part of the
official hearing record on HIR 1.

Welfare Reform is needed now and Senator Itibicoff's amen(lment *ould elim-
nate many deficiencies in the lilt 1 bill. Even though South Carolina is one of

the few states whose recipients would receive more under Hit 1, I feel it is the
duty of every legislator to vote for at least poverty level assistance. Everyone in
this rich country should be guaranteed that right. If this cannot be accomplished,
then I must insist that you find a word in the dictionary that means less than
poor.

Every state has their own definition of poor. South Carolina has theirs and like
the United States does not guarantee to aid those incapable of reaching that level.
South Carolina, however, has guaranteed 52% of need in the Aid to Families with
Dependent Children category.

I suggest that South Carolina along with the United States of America will
reap what it sows. We've helped others in need: Farmers, airlines, railroads, air-
planes, banks, loans, oil depletion allowances and other deductible items for the
rich, eveni a few areas for middle class) VA and FIIA loans, college grants,
research, small business loans, bankruptcy declaration, etc. Can we do less for
citizens who have needed it most?

Thank you for the opportunity of expressing my concern for welfare in this
hearing.

Respectfully submitted,
BONNIE CIMINO,

Welfare Chairinan.
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I'm gonna get me some of dat Welfare. Me and my fourteen kids is gonna mosey
ol down to dat welfare place in my brand new 1972 pink stationwagon Caddy,
pick up it chectk and enough stamps to keep me in booze a while.

What's this man on my new pink AM and FM radio talken 'bout? So he's
South Carolina's Welfare bossman. 1hmm. Says Welfare aint setten ill a rocker
all day. Says it aint full a wlSople that is unwilling to work, but just can't. Aw,
what's he know. What's this he's tryen to tell me now? Most others is either
worken, looken for work or Jest can't. Now what's the use a goin on Welfare
if en ya can't get enoughh to live on. That jest don't make no sense. I Jest gonna see
fur myself.

What kind a place they got here? I been waiten past a hour and I ain't seen
no money, no person and no (hair neither. Here we go with more questions, more
writen, more paper, more questions and no money. Now she's talken money. OK.

How much you say I get for rent $40? Why I gonna have to move to one of dem
shacks and be lucky if the toilet's a worken---on the inside. Ten dollars for
utilities, why I need more than that ta pay for the water I wash our socks in
and how am I supposed to keel) warn this winter? Medicine Is 50 cents ! Why I
spent more en that on aspirins tryen to get Tonuny's fever down last cold spell
we had here. Household needs is 75 cents, 80 cents for my child in school, a
couple dollhas for Insurance, $9.75 for clothes, and $24.40 for food for each per-
son. And that In goin to last mei a whole month you say.

What do ya uiean, I don't get It all? All what? l)id you ever try and live on
$200 a month with three grown children? How can ya keep em in school if
they's ('old, tired, hungry and Just plain 'shamed of how they look? Lord, I hope
they do better en I did. Never did learn tat read en write, never had the chance.
Pardon ihe nm. What? P gets half. IlAIF?, What the heok-kind of Welfare is
that? This ain't no hand out lady; this is stupid! You'd have to be desperate
to 'onie here. This aint gonna hell) nobo(ly. This is just slow death lady slow
death. There ought ta be a law against it! It jest aint decent to have to live
that low.

If a doctor says I got to have a plit of blood to live and you only can give me
half-well, it's killen slow. That's all it is. Jest killen slow.

Yea, I'll go on Welfare ...... .Ain't got no place to go.

WELFARE FACTS

Poverty level is Just under $4,000 a year or about $330 a month for a family of
four.

South Carolina says a family of four only needs $2,400 a year or about $200
a iuionth.

South Carolina only pays 52% (or a maximum of $104 for a family of four
or about $1,200 a year) of what it says is needed for existence.

A two-year-old survey showed that only 4.8% of welfare mothers were not
working, had no employment barrier and were iut-, -tig work. It showed that
21.5 percent of these welfare mothers were needed in the home fulltime for
various reasons, 28.0 percent were physically or mentally incapable of holding
a job, 14.4 per cent had no marketable skill. The survey also showed that 21.7 per
cent of these mothers were working either full or part time but not making
enough to care for theif dependent children and another 7 per cent were seeking
employment bit could find none.

Only two per cent of South Carolinians in the job market age bracket are on
welfare. Most people receiving welfare are over 05, blind, totally-and permanently
disabled or unable to support dependent children oi little or no income without
public assistance. In South Carolina, the average old age assistance monthly
check is $50.56; the ceiling is $80. The state ranks 50th in payments in this cate-
gory. The average check to the needy blind is $06.150, and the ceiling is $95; here
South Carolina ranks 49th. The average monthly payment to the totally and
permanently disabled is $56.2,I with a ceiling of $80, and South Carolina ranks
48th in this category. The average payment per dependent child is $19.68 with no
ceiling, and the state ianks 49th. The average payment in General Assistance, a
state program for temporarily disabled, is $3&59 with a maximum of $40 a month
and that gives South Carolina a ranking of 39th.

There is no welfare available for th''-"-nm1-who -are able-bodied men, single,
pregnant women, unemployed or children of fathers unemployed.
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In order to receive old age assistance, you must will property and posessions
to the State Welfare Department so that it call replace money spent oi
recipient I

STATEMENT BY MRS. ELIZABETii DAVEY, MEMBER OF THE BOARD OF DIRECTous,

LEAGUE OF WOMEN VOTERS OF MICHIGAN

This statement concerning H.R. 1 will deal primarily with Michigan problems
and concerns. In Michigan we have 42 local leagues, with a total membership of
about 4,700 w6men. Several years prior to the adoption of a national League
study item on welfare, our state league undertook a study of public assistance
and related social service programs in our state, and since then we have.been
active in supporting state legislation and administrative rulings that we felt
were needed to help poor people financially and that would also assist them to
become self-sufficient.

Michigan, in comparison with many other states, has done rather well in pro-
viding both income and services for poor people, especially in the past three
years. However, we still do not consider the current standard of paylnent for any
assistance program In Michigan adequate In relation to living costs, nor do we
feel services are comprehensive enough or that they reach all those who need
them.

The total budget for the Michigan Department of Social Services for 1071-72,
when federal funds are included, equals almost half the state's general fund
budget.

''l e state's share of this budget will take approximately 25% of the general
fund. Many people do not understand that only about half this amount is paid
out in grants to people, and that it takes another 30.% to finance the Medical
Assistance program. Even fewer realize the number and scope of the programs
that fall into the remaining 20% of the departmental budget.

It has become increasingly difficult to convince the state legislature that grants
to people should reflect increases in the cost of living, that in times of economic
recession or during strikes in great industries more people than ever need
financial assistance, and that certain services are vital to people if they are to be
encouraged to become self-supporting. Legislators resist these ideas when faced
with a departmental budget that will increase this year over last by 50%, and
which will nearly double the 1909-70 appropriaton.'

The League wants federalization of public assistance programs. In Michigan,
however, we are well aware that even if H.R. 1 is approved by Congress, our
efforts at the state level on behalf of poor people will not be made easier. As tie
bill reads at present (as passed by the House, June 1971), public assistance
recipients in Michigan would suffer greatly unless the state supplements the
federal grants at least to the January 1071 level, plus the value of lost food
stanip benefits. Under Aid to Families with Dependent Children, which encom-
passes some 70% of the entire public assistance caseload in the state, the Janu-
ary 1971 payment standard was $305 per month for a family of four, plus a food
stamnp) benefit of $48 per month. Using the proposed standard in H.R. 1 of $200
per month, such a family would require state supplementation of $153 per month.
We hope the state legislature would be willing to appropriate these funds, but
we have no guarantee they would do so.

Michigan very probably would save money under H.R. 1 in its present form,
*even with the supplementation of grants. low much would be saved is not
clear, because several of the details in H.R. 1 make the future difficult to pre-
dict. For example, less restrictive eligibility requirements for Aid to the Blind
and Aid to the Disabled than our state currently uses are expected to Increase
the caseloads in those programs substantially, but exact numbers cannot be
forecast.

Considerations must also be given to the eventual inclusion in State supple-
mentation of the working poor, which we find one of the most appealing parts
of H.R. 1. It seems unlikely that the state would permit a different payment
standard for these families than for other families already included In the public
aussistance, program. Apparently supplementation of the federal grants to the
.working poor would come entirely from state funds, however.

The method of payment for day care costs under H.R. 1 could work against
either the family or the State of Michigan, or both. Currently, day care for all

I See background materials attached.
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public assistance recipients and for many other low-income families is paid for
as a social service entirely by the government (75% federal funds, 25% state).
Under 1.11. 1 the family will actually be paying one-third, since the day-care
cost is disregarded from earned income before the $60 plus 'k disregard. The
remainder of the day care costs will be reflected in less net Income of the family;
and this difference would have to be made up, in most cases, by state supple-
mentation."

In (iscussing day care, we must protest the eventual work requirement for
mothers of children as young as three. Michigan this year plans to spend $18 to
$20 million for day care services for children of low-income families. Most of
these children have mothers who are working voluntarily or who are in Job
training programs. Most of the (lay care purchased by the Department of Social
Services, b cause of the shortage of convenient, low-cost day-care centers, consists
of child-care aides, largely untrained and low-pald, caring for children in their
own homes. Obviously there can be no introduction of developmental or educa-
tional components Into this type of day-care. We cannot believe, nevertheless,
that a great network of day-care centers will spring up under federal financing.
This disbelief originates in our observation of the wide variances between con-
gressional authorization and appropriation of funds.

Work disregards umler 11.R. 1, $60 and i, are actually far less, in niost cases,
than in the current AFDC prograin, where we disregard $30, plus i/, plus work
expenses of $40, plus Social Security and Income taxes. Working mothers would
receive less benefits under MIR. 1 than they do n(ow."

The eligibility provisions of I-I.R. 1 with regard to income in the three preceding
quarters may work hardship on the recently unemployed, migrants, seasonal
workers, and strikers. These people preesumnably would have to depend on the
General Assistance program, as will Individuals and married couples without
children, who may be penniless but who are not blind, aged, or disabled. The
General Assistance program is sadly overburdened in Michigan now, and sone
cointles have instituted severe cutbacks or are discontinuing the program, which
they may do under Michigan law. We also fear that the complicated eligibility
procedure in II.R. 1, as contrasted to Michigan's new simplified procedure, will
cause delays In the establishment of eligibility and these people, too, may attempt
to turn to the General Assistance program.

Many sections of II.R. 1 would not benefit either Michigan poor people now
receiving assistance, or the state. However, when we consider the current image
of our welfare system, the reluctance of the state legislature to provide necessary
funds, and the exclusion of the working poor, we recognize a need for change.
We do believe that the ideas encompassed in h.R. 1, and in particular in Title IV,
would be a step in tie right direction.

Thank you for allowing me to submit this statement for the Finance Committee
hearing record, on behalf of the League of Women Voters of Michigan.

BACKGROUND MATERIAL

COMPONENTS OF SOCIAL SERVICES DEPARTMENT EXPENDITURES

[In millions]

Administra-
tion social

services and
Year Welfare Medicaid others Total

1967-68 ............................................. $176. 3 $156.1 $46. 7 $379. 1
1968-69 ......................- .. ................. 205. 5 205.6 55.1 466.2
1969-70 ............................... 255.1 223.9 82.5 561.5
1970-71:

Original ........................................ 316.0 228.3 121.2 665.5
Revised ............................... - 392.8 276.6 (1) (')

1971-72:
Orilinal proposal ................................ 478.7 300.8 139.6 919.1
Revised estimate ................................ 542.9 320.0 (1) (t)

I Not available.

Source: Citizens Research Council of Michigan.

'See background materials attached.
' See background materials attached.
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Family of 4-Earned income, $200 per month-No day-care costs

CURRENT AFDC

Determine net earned income:
Earned ----------------- $200
Less -------------------- -30

Total ----------------- 170
(h) -------------------- -- 57

Total ----------------- 113
Expenses, taxes, etc ------- -50

Net income ------------- 63

Determine grant:
Earned ------------------ 305
Less -------------------- 63

AFDC grant ------------ 242

Family receives:
AFDC grant -------------- 242
Food stamp bonus --------- 48

Total ----------------- 290

H.R. 1

Determine net earned income:
Earned ----------------- $200
Less -------------------- -60

Total ------------------- 140
(M) -------------------- -47

Net income ------------- 93

Determine grant:
Earned ------------------ 200
Less -------------------- -93

Federal payment -------- 107

Assume State food stamp
-dash in at $30-----. -- 335

Less ------------------- -93

Total ------------------ 242
Less ------------------- 107

State supplement ------- 135

Family receives:
Federal ------------------ 107
State -------------------- 135

Total ----------------- 242

Family of 4-Earned income, $200 per month-$80 day care

CURRENT AFDC

As above:
Net income ---------------
AFDC grant .............

Family receives:
AFDC grant --------------
Food stamp bonus ---------
Day-care payments --------

$63
242

242
48
80

Total ----------------- 368

H.R. 1

As above:
Earned ----------------- $200
Day care ---------------- -80

Total ------------------ 120
Less -------------------- -60

Total ------------------ 60
(M) --------------------- 20

Net income ------------- 40

Family receives:
Earned ..----------- $200 335
Net income ---------- -40 -40

Federal grant ------ 160 295
Less---- --------------- 160

State grant ------------- 135

Federal ------------------ 160
State ------------------- 135

Total ----------------- 295
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Family of 4-Earned income, $400 per month-No day care

CURRENT AFDC

Determine net earned income:
Earned ----------------- $400
Less ---------------- -30

Total ----------------- 370
(N) ------------------- -123

Total ------------------ 247
Expenses, taxes, etc ------- -76

Net income ------------- 171

Determine grant:
Earned .................. 305
Less ------------------ -171

AFDC grant ------------ 134

Family receives:
Earned------- ---------- 134
Food stamp bonus--------- 48

Total ------------------ 182

HR. 1

Determine net earned income:
Earned ----------------- $400
Less -------------------- -60

Total ----------------- 340
(%) --------------------- -113

Net income --------- -- 227

Earned ------------------ 200
Less ------------------- 227,

Federal grant ----------- 0

Determine grant:
Earned ------------------ 335
Less ------------------- 227

State supplement - ------- 108

Family recieves:
State supplement ---------- 108

Family of 4-Earned income, $400 per month-$100 day care

CURRENT AFDC

Determine net earned income:
Net income -------------- $171
AFDC grant -------------- 134

Family receives:
AFDC ------------------ 134
Fooi stamp bonus ......... 48
Day care ---------------- 100

Total ----------------- 282

H.R. 1

Determine net earned income:
Earned ----------------- $400
Day care ---- ---- -------- -100

Total ----------------- 300
Less -------------------- 60

Total ----------------- 240
00 ....---------------- -80

Net income ------------- 160

Earned ------------------ 200
Less -------------------- 6 -160

Federal payment -------- 40

Determine granf:
Earned ------------------ 335
Less -------------------- -160

Total ------------------ 175
Less ------------------- -40

State supplement -------- 135

Family receives:
Federal ------------------ 40
State ------------------- 135

Total ------------------ 175

Source: Myrna Goss, Department of Social Services, Lansing, Mich.
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STATEMENT BY IRS. EVELYN LANDIS, MEMBJR OF THE IBOARI) OF 1)IRECTORS
1EAOUE OF WOMEN VOTERS OF LOUISIANA -

Louisiana, like mny other states, does not give adequate assistance, either In
money or services, for those unable) to provide for their own%'It needs, even though
welfare costs represent about 18% of the state budget. Tie average per capital
income in Loulsiaai Is less than $3,000; about one-tllird or our citizens live In
poverty. The number of recipients for Old Age Assistance has almost tripled lii
the last twenty years, at a time when the number lat the United States its a whole
has relnained stationary. Our urban/rural ration its reversed from 20.5/73.5 In
1009 to (0.1/33.9 Im 10i70, bringing increased probiiis is urban areas struggle to
meet the needs of their Inhabitants.

In August 1971 total public assistance grants paid in l,oulislana in the federally-
aided categories numbered almost 2(J0,)00 Ut Ut cost of $14.5 million. Of this, 57%
went for Old Age Assistance, it an average grant of $73, and 20% for Aid to
Dependent (hildrn, with an average of $80 per grant. Since 1969, ADC recipients
have been receiving grants tual only to 51% of their needs, and since .Janutiry
1971 a new method of comlutation has' cut some grants even further, Recipients
fave problems in every area of living.

Hou1uiti.-Hlousig I)roblems are espeelally acute in urban areas like New
Orleans. In spite of the fact that New. Orleans has more public housing units

er capita than other cities, much of the housing available for the indigent is old
and delapidated, without necessary space, sanitary facilities, or recreational
areas. Yet the rents may range from $40 to $100 per month. Welfare grants
make no provision for any emergency in which the recipient might find it ilii-
possilble to pay the rent. The tenant is supposed to make do with his allotment,
even if. It amounts to 51% of need, and he must be literally on the street before
the Department of Public Welfare call pay one month's rent for another dlwelling.
The Real VEstate Board of New Orleans has said that, "I'oor housing, coupled
with inadequate education and Job opportunities, establish the basis for most of
our pressing urban problems."

Medical care.-Medlcal care for the poor in Louisiana is also in need of im-
provement. The welfare system provides very limited service, and medication,
with a" lack of coordinated planning, For example, no dental care is available
under Medicaid. Nor will all hospitals.accept iledlcald patients, possibly in part
because of low charges and slow payment.

One bright spot in medical care is provide(] through family planviny, available
through a contract between the )epartment of Public Welfare and the nationally
recognized Family Planing Clinic of Louisiana, recently renamed family Hlealth,
Inc. Names and addresses of all families eligible for assistance are sent to the
Clinic, which then contacts the families. Statistics show that statewide the pro-
gram has reached more than 70,000 women through 144 c(lini(s-about olne-half
the indigent women in the state. Moreover, in December 1970, eight out of ten
of all women initiated into the program were still active and up-to-date with their
clinic appointments.

In May 1971, Family Health, Inc. was designated the agency responsible for
designing and implementing a program of comprehensive health care in three
Model City Neighborhoods in New Orleans. The policy will be continued of
staffing the program with individuals with no prior experience In health care and
individuals who were either on welfare or at risk of becoming dependent. In the
first six months of 1971,,407 of-747 paraprofessional employees have been such
Individuals.

Employment.-Employment is another area of concern. Louisiana has no assist-
ance program for the unemployed adult who is physically disabled but who has
been unable to get and/or keep a Job. The high rate of unemployment (7.2%
in the New Orleans area in July) ; health problems; transportation; poor moti-
vation, based often on ignorance and past negative experiences; lack of train-
ing-all of these contribute to the failure to match people and Jobs. Underem-
ployment is also a problem, especially in a state where thousands of domestics
do not make a living wage.

Various training programs have attempted to alleviate the problem. The work
Incentive Program, for example, has provided excellent training for some. Its
effectiveness is limited, however, by the fact that the Department of Public
Welfare cannot evaluate more than 600-700 annually because of lack of money
and manpower.
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An increasing number of welfare mothers are asking for Job training but are
not eligible for various reasons. Many need remedial work in reauing, writing,
arithmetic, and related basic education, as well as counseling on health prob-
lems. The working mother also must consider the needs of her family.

h41d car .- A comprehensive child care program, well planned and adminis-
tered, offers one of the best means for improving the welfare home. Xiothers
coUld be free to seek training and employtnent knowing that their children were
well cared for; some mothers could be employed in child care centers, earning
money while they learn to become better homemakers. In June 1971, in Louisiana,
only 3,443 children were being cared for in licensed centers and day-care homes.

The problems of the poor, then, in Louisiana as elsewhere, are multiple and
interrelated. We need a program that: 1) recognizes the needs of the working
poor as well as the unemployed, with incentives for the recipient to earn and
keep as much as possible; 2) establishes a realistic basic income, far beyond
what Louisiana is able to provide; 3) keeps red tape at a minimum and personal
dignity at a maximum, as for example through a declaration system; 4) sets
up a coordinated system of supportive services, especially in the area of medical
and child care; 5) takes into account the problems of the states in financing larger
caseloads.

The plan proposed in H.R. 1 is not a panacea, but it does take the first step in
bringing unified planning and equitable treatment where individual states, with
their, limited resources and complicated mixtures of local, state, and federal
services, have been unsuccessful. The Commissioner of Public Welfare In Louisi-
ana has said: "Frankly, we have no substantial voice now in Welfare matters
under the Federal-State matching programs. I, therefore, have recommended
that this State get out of the welfare business and turn the entire welfare pro-
gram over to the Federal Government. As a compromise, I would be willing to
recommend a phased federal takeover of all welfare costs."

The competence and knowledge of such state officials should be invaluable
in helping the federal government to implement a workable family assistance
plan.

STATEMENT BY MRS. CAROLE SIEGMAN, HUMAN RESOURCES CHAIRMAN, LEAGUE OF
WOMAN VOTERS OF NEBRASKA

Submitted February 17, 1972 for Official Hearing R~ecord as Adden-
dum to January 26 testimony by Mrs. Bruce B. Benson, President,
League of Women Voters of the U.S.

The League of Women Voters of Nebraska wishes to file this statement re-
lated to the Opportunities for Families and the Family Assistance Programs of
H.R. 1. In doing so, we would like to discuss the need for welfare reform in the
context of a few troublespots in Nebraska's present welfare system.

ADMINISTRATIVE AND FISCAL PROBLEMS

Nebraska uses a state supervised-county administered program which means
in fact there are offices in all 98 counties though the number of ADO cases'irf 21
counties as of June 1971 numbered less than ten. Because of the semi-autono-
mous situation in the counties, local welfare directors often find themselves
caught between state policy which includes income maintenance and rehabilita-
tive services, and county attitudes which reflect the desire to keep people off
the welfare rolls, and fulfilling a temporary need. We find this fragmented state
administration does not offer consistency in welfare goals, nor fixed responsi-
bility and accountability with regard to treatment and services for recipients.

We wish also to include here a case which exemplifies Nebraska's fiscal situa-
tion, one which we believe has application for other states as well. This past
session of the Nebraska legislature, lawmakers raised the need standards and
state maximums for ADO recipients in accordance with federal requiremer)ts.
The maximums in the state are currently $124 for a mother and one child and
$84 for each additional child. When the new standards and payments went into
effect on April 1 and on August 1, new ratably reduced standards which lowered
payments were enacted. The reason given by the Administration was that un.
der no circumstances would the Governor incur deficit spending as projected
caseloads indicated would be necessary. The 1.7 million dollars appropriated
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by the legislature for the increased payments is the amount being ratably re-
duced from the ADC checks-this in our view negating the increase. (The le-
gality of this method is being currently challenged in court.)

League members recognize that the issue of the taxpayers' plight and meth-
od0 of reducing poverty are clearly entwined, but we do not believe they imust
be pitted against each other In constant struggle. Our conviction is that genuine
welfare reform measures will make the entire problem of poverty more de-
fensible to the taxpayer and the recipient. In sum, a need for changes in the
system are critical, and we welcome the opportunity to turn our remarks to H.R.
1 and the OFP and FAP sections.

BENEFIT LEVELS AND STATE SUPPLEMENTATION

The provision for a federal minimum grant would be a positive step toward
equity in the welfare system. However, using Nebraska's current benefit level
based on the state's maximuin for a family of four (defined as a mother and
three children) this family would receive $528 a year less under 11.R. 1 than at
present levels. (State maximum of $192 per month for a family of 4 or $2,304
a year adding the fox)d stamp bonus of $52 a month or $024 a year.)

We strongly urge that either food stamps or the bonus amount be retained so
that recipients (three out of four are children ) do not suffer and that rises in
the cost of living be included in order to lift the floor to the annual adjusted
poverty level. In view of the current cut in payments, the likelihood of the
state supp)lementing payments without adequate federal financial incentives
would be very questionable.

WORKING POOR, JOB TRAINING, WORK REQUIREMENTS

We consider inclusion of the "working poor" to be another positive step toward
reform; however, we are concerned about the adeqfacy of reform with regard
to job training. In a recent Labor Department survey of Nebraska's needs for
job training, a total of 137,303 individuals needed some type of training or Job
counseling and 63,848 of these were poor. House Committee reports on HR. 1
indicate provisions for a total of 799,000 job training slots. Given Nebraska's apl-
parent need versus the total for all states there appears to be a large gap, mak-
ing this provision necessary but unrealistic at best.

In addition, when placed in the context of a state like Nebraska with a pre-
dominance of rural communities and a constant movement from the farm to
urban areas with concomitant changes in style of life, work training takes on an
added dimension of complexity and need for a wide range of services.

Finally, the work requirements appear to us to be coercive, particularly for
mothers with dependent children in view of a 1909 ADO Nebraska survey. Re-
suits found: 39.1% of the AI)C mothers were working, and a 1971 survey of the
counties with the largest AI)C caseloads revealed that, "It did not appear that
any significant number of ADO mothers were not employe.l if they were able
to be employed, or. were seeking employment at the time of review." Also, nine
hundred approved WIN applicants are awaiting for training currently because
of a shortage of slots.

CHILD CARE

The League considers H.R. l's l)rovision of child care services for the mother
in training or working mother to be essential, and would urge that the legisla-
tion specify minimum and maximum guidelines as to the quality of child care.
To amplify further, in June 1971, Nebraska had 21 counties with ADO caseloads
under ten. In addition to the size factor, long distances between townsin many
counties make the construction of child care facilities unlikely; hence we would
urge that families be able to use licensed home care facilities at a minimum and
child developmental centers at a maximum, We believe governmental granting or
contracting of day care without guidelines for child enrichment leaves the door
open to commercial-proprietary-custodial groups, and this raises an important
question of social policy.

We further urge that priority be given to children of mothers in training or
working mothers with low income, but that children of all working mothers be
included so that community attitudes of stigma will not be perpetuated toward
children who need day care because their families have subsidized or supple-
mental incomes. .
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THE RECIPIENT

We believe that H.R, l's assumption that the simplified declaration of need
form places people on the welfare rolls who do not belong is erroneous, and our
last concern focuses on the return to extensive documentation to determine appli-
cant's eligibility.

In a random sample of 20% of the cases this year in the two largest caseload
counties in Nebraska, it was found that: in one county in 47 cases where budget.
ary changes were made after, investigation-22 cases resulted in an increase
in ADC payments, 25 cases resulted in a decrease in payments, and In 15 of the
cases error In payment was due to agency error. In both counties, in less than 2%
of the sample was it recommended that cases be closed because the ADC family
was no longer eligible for assistance.

In conclusion and in light of the above data, we would suggest that investig l.
tory documentation is not warranted. We believe that in the best interest of the
recipient, additional personnel tim would be spent more efficiently and
effectively providing necessary supportive services rather than unnecessary
investigation.

In sum, we conclusively underscore the need for adequate, humane, and ad-
ministratively effective welfare reform.

STATEMENT BY MRS. RUTH SIMS, LEAGUE OF WOMEN VOTERS OF CONNECTICUT

CRISIS IN CONNECTICUT: FISCAL AND POLITICAL REALITY VS. A COMPASSIONATE
WELFARE SYSTEM

Although Connecticut ranks first in the nation in per capita income and has had
a tradition oi enligltened policy in relation to social Issues, it has now started
down a path of reduction in benefits for maintenance of families in need of finan-
cial aid and a general reduction in state expenditures for services.

A fiscal crisis in Connecticut came to a head in the spring of 1971 in a confronta-
tion between the Governor and the Connecticut General Assembly over budget
proposals and the state revenue system. Despite a recommendation from the
.special Revenue Task Force (and state labor organizations and mayors and the
League of Women Voters of Connecticut) that the state needed a new broad-based
tax to meet its fiscal responsibilities, the outcome of a prolonged debate, special
session, and threatened and actual vetoes by the Governor, the final tax package
was a compromise that did not include an income tax and did call for a general
tightening of the state's purse strings. Although a 61/2% sales tax (an increase
from 5%) was passed and other taxes were either increased or broadened in
impact, the revenues anticipated would not underwrite any expansion of state
services, even though costs and demands for those services had been rising. Unem-
ployment in Connecticut had reached extremely high levels, in some areas over
12%.

Welfare expenditures In 1970 were $200,000,000. The budget request for fiscal
1972 was-$285,000,000 of which approximately $279,000,000 was finally appro-
printed. The Governor hopes to cut this figure even further, to approximately
$240,000,000. These amounts represent for welfare from 25% to 30% of the state
budget.

To indicate how welfare costs have increased: Of a total of 195,000 welfare
recipients in Connecticut, 112,000 are on income maintenance assistance which
represents almost a doubling of the 61,000 on income maintenance assistance in
1967. (The other 83,000 are on medical assistance only, a figure that has remained
almost constant over the past five years.)

Whereas up to now Connecticut has stood at approximately fifth place in the
states In the level of Its support to welfare recipients, the Commissioner has au-
thorized a general reduction in support levels which will be administered in fiat
grant.. These rates do not Include the benefits of Food Stamps which can provide
a bonus of approximately $500 or medical payment benefits which average around
$500. This new support level Is a maximum grant, however, and cannot be supple-
mented by General Assistance grants from the towns. General assistance grants
are reimbursable by the State up to 90% under legislation passed in the 1971
General Assembly. By setting a maximum benefit level, the State Welfare
Department avoids becoming liable for a higher amount spent by local depart-
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ments to"supplement the new state flat grants that are deemed inadequate by
local officials,

The flat grants established by the State Department of Welfare, which are
uniform throughout the state and do not take into account regional or metro-
politan differences, which are as follows. To the welfare recipient these rates
represent cuts of anywhere from 10% to 30%.

AFDC RATES IN CONNECTICUT (EFFECTIVE NOV. 1, 1971)

50 percent
Monthly Annual monthly

Size of family:
I ........................................... .............. 69 04 1744.48 $3 .02
2 .......................................................... M .76 Z8 037.12 .88
3 .............................. ............................ 217.33 2,612.76 108.87
4 ........................................................... 253.27 3, 039.24 126.64
5 ........................................................... 291.99 3, 503. 88 146.00
6 .................................................. ........ 330.33 3, 963,96 165.17

15 .............................. ............................ 636.61 7,639.32 ..............

To illustrate the problem that exists, compare the figures in the right-hand
column with those gathered from Redevelopment Agencies in three Connecticut
towns as to average costs of rents:

Modest Average rent
standard with utilities
average relocation

Average rent gross rent families 1970
Apartment size 1971 Norwalk 1969 Stamford New Haven

Efficiency .................................................... $120 ..............
1 bedroom .......................................................155 .....
2 bedroom..... .... .................................... 210 185 $163
3 bedroom ....................................................... 260 242 180
4 bedroom ..................................................................... 300 213
5 bedroom ..................................................................... 350 239

Clearly I these communities over half of the flat grant allowance would have
to go for'shelter. While rents are undoubtedly hfgh for apartments that are
quite modest, the vacancy rate is such (below .5% in Stamford unless abandoned
housing is included) that it is impossible to find cheaper housing because it does
not exist. In many towns, if welfare recipients are evicted, they would have to
be maintained in hotels at even greater expense.

In addition to high rents that exist in Connecticut the overall cost-of-living is
extremely high. For example, the annual cost of a "lower living standard" de-
veloped by the United States Bureau of Labor Statistics, after taxes, social
security deductions, etc., is $6,080 in Hartford.

Obviously, if welfare recipients in Connecticut are to be supported at a reason-
able level of health and decency, additional funds are needed, not a lowering of
the benefits. The proposed federal cash grant In H.R. 1 ($2,400) would not
benefit Connecticut. A nationwide higher rate for cash grants would, however,
probably tend to alleviate the flow into Connecticut of those who are said to
come seeking to be placed on the welfare rolls. The Commissioner of Welfare
has said that 17.6% of new applicants (not recipients) came from out of state,
in a check made early in 1971. However, it has not been determined whether
they came because of welfare benefits or because they hoped to find employment
in an industrialized state. This is, of course, their right in a country that has
no trade or tariff barriers at state lines and depends for its economic well-being
in part on the diversity of the resources of the various states.

Some provision must be made in H.R. 1 to require state supplementation of
federal grants at least to the levels of mid-1971. Otherwise benefits will continue
to be lowered, as is now happening in Connecticut. Promise of additional federal
help toward state supplementation of federal grants would provide the incentive
needed and would be welcome in Connecticut, according to the Office of the
Commissioner of Welfare.
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Although a study by Artlur D. Little Company of Boston in May 1969, made
at the request of the General Assembly and entitled A 0onneoticut Welfare
Study, says that "evidence drawn from the study of data on the characteristics
of welfare recipients have little chance for sustained economic self-sufficiency
... regardless of training opportunities and supportive services." The study
points out also that work opportunities for AFDC mothers in Connecticut, with
or without Incentive Earnings, will not result in a decrease in the welfare roles,
since the job opportunities and wage scales for low-skilled females in Connecti-
cut's labor market militate against earning enough income to eliminate the need
for income subsidy.

If training opportunities are to be provided, and surely this is necessary if
there is any hope for these families to become self-reliant, then it is obvious that
Job opportunities at a wage scale that is consistent with human dignity must be
provided for those able to fill them.

IN SUMMARY

Connecticut can be characterized as an industrialized state with a good tax
base, a burgeoning state budget, a high cost of living, and a tradition of sophisti-
cated awareness of the dynamics of human relations. But a crisis exists.

Connecticut has attracted to its population centers a high proportion of a mobile
national population and its economy has been subject to severe fluctuations in
relation to the national economy. Now, faced with a heavy strain on the state's
financial resources, Connecticut needs enlightened direction and assistance In
meeting the costs of skyrocketing welfare demands.

Because its problems are intertwined with those of other states and its eco-
nonic health is determined by national economic policies, it deserves assistance
from the federal government In meeting its welfare costs. At the same time, its
citizens and the state should imake every effoLt to maintain the high standards
of health and decency and personal dignity Connecticut has traditionally sought
for those in need.

A federal program that proridcs a nimimnit incoen that with, 8upplemental
grants approachchs at 1east th' povcrt/ lerel is bast. In addition, a state such as
Connecticut should be expected to maintain a level of assistance that is adequate
In its setting and shouldd be provided with incentive grants that will assist the
state to do so.

Such a federal program should help Connecticut citizens become self-reliant
through training programs and day-care ('enters that will liermlt those able to do
so to find meaningful job opportunities and thus to bed(ome an integral part of
the multifaceted social and economic structure of the state.

STATEMENT OF TIE LEAGUE OF VOMEN VOTERS OF NEW JERSEY

The League of Women Voters of New Jersey, in its quest for welfare reform,
urges that the Senate Finance Committee accept Amendment 551) and report HR 1
thus amended to the Senate. We feel that the provisions of the Amendment cor-
ret many deficiencies of HIR 1.

New Jersey has a history of heing conscientious in its attitude toward public
assistance. It was one of the very few states who not only set a standard of need
for welfare recipients, but met 100 per cent of that standard.

Recently, the welfare roles have swelled tremendously. In Essex County alone
the number of new ADC applications rose from 365 a month in 1960 to 700 a
month in 1970, and the gross expenditure for ADC rose from $8 million in 1960
to $82 million in 1971. Seeking fiscal relief, New Jersey cut back on many of its
welfare allotments in July, 1971. Flat grants, reducing benefits for thousands of
welfare recipients, were put ipto effect. The grant was so low in the adult cate-
gories that after only two months it was raised by $20 a month for single adults
living alone. In addition, recognizing the hardships created, the state granted
transitional rent allowances to those clients whose rents exceeded 30 per cent of
their allotment in gradually decreasing amounts each month from July, 1971
to Ma., 1972. The theory was that these families would find less expensive quar-
ters. In Essex County alone 16,000 cases have been receiving transitional pay-
ments and, in view of the acute housing shortage, cheaper quarters simply are not
available. Furthermore, the ADC-U program in New Jersey was abolished and the
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new Aid to Families of the Working Poor program was established in-its stead.
Under the provisions of AFWP, an Int clt family receives two-thirds of tile grant
of a family of the same size under ADO. In addition, the eligibility for tile new
program is more restrictive and niany familles formerly on tile ADIG-U roles are
showing up on the ADU roles indicating the possibility that families have sepa-
rated because of the incentive provided by the new legislation. The league of
Women Voters of New Jersey looks forward to federal legislation which gives
the same coverage to the working poor as it does to the ADC recipient.

With regard to the proposed federal legislation, the benefit level of 11R 1,
$2,500/year for a family of four, is considerably lower than even the present
level of the flat grant in New Jersey, $3,888 for a family of four. This amount is
also higher than that of the Amendment 559, $3,000. But the Riblcoff Amendment
provides for increases to the poverty level (now about $4,000) and thereafter
adjustments pegged to changes in the U.S. Consumer Price Index. We, therefore,
consider these stipulations of Alnendnient 559i as an advantage over 1R 1, but we
realize that the cost of living in New *ersey Is higher than that In most states
and that a reglonalization of the benefit level would be more advantageoums to
New Jersey and her recipients.

The fact that, In Amendment 559, states are required to maintain leneilts, will
protect New Jersey recipients against future cuts. The fact that in the Amiend-
ment there will be a 30 percent federal participation in the supplemental funds
will benefit the state.

By extending benefits to individuals and childless couples, Amendment 551)
would provide fiscal relief In New Jersey and ia more uniform administration of
public assistance which would benefit staff and recipient alike. General Assist-
aice recipients in New Jersey are at presnt excluded from Medicaid, a benefit
of categorical assistanc reclplents.

We object to the mandatory work requirement of HR 1 and of Amendnient 551)
because of the very high uneil)loynent ratv, in New Jersey. Experience with the
Emergency Enploymnent Act has shown that it is difficult to fill public service
job slots despite the fact that there have been a plethora of aIpplicants. Because
the work requirement of Amendment 559 applies to mothers with children over
six rather than three as in HR 1, we favor the Amendment. Furthermore, Amend-
ment 559 excludes from availability for jobs those mothers whose presence in tile
home is required "because of the unavailability of remoteness of suitable day
care services." Day care services in New Jersey are at present sadly deficient.
We think it abhorrent for a mother to be required to place her children in day
care that is merely the custodial care provld(d in HR 1. We approve of the setting
of standards for day care, facilities as included in Amendment 559.

In conclusion, the League of Women Voters of New Jersey feels that Atmiend-
ment 559 more nearly satisfies our goals of meeting the needs of tile mpoverished
and of preventing poverty. We, therefore, sul)port its passage.

STATEMENT OF TIE LEAGUE OF WOMEN VOTERS OF RIPON, WIs., SUBMITTED) BY
Mas. ROERT GRAY, JR., PRESIDENT

The League of Women Voters asks your support for the Ribicoff Aniptdments
to the Family Assistance Plan, Title IV of H.R. 1. Our welfare system ldefinitely
does need reform.

Amendment 559 to H.R. 1 specifies an adequate income level of $3944 by 1076
for "poverty" level and l)roviles cost of living changes. Benefits for all recipients
would be no less than Januarg 1, 1971 level plus bonus value of food stamps as
of some date. This would be an Improvement and state tax cuts need not affect
needy recipients.

In Wisconsin, a recent limitation oin Public Assistance program did not save
the actual 80 cents per person on a state tax cut. For prior to the cuts, fiscal
responsibility was shared by Federal, State, and Local Government. After the
cuts, with loss of total responsibilites and needs still remaining, many local
government general relief programs were strained to meet the needs on their own.
We won't let people go hungry in Ripon. So, an adequate income level set by
Federal Government and met by Federal funds would abet this local grievance
for relief recipient and taxpayer.

Work incentives of 40% allowed In Riblcoff plan is better than H.R. 1. How-
ever, of the 10 million welfare recipients receiving cash aid Ini 1969, there were
only 1.677 million adult beneficiaries of AFDC who were -employable (Census
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Bureau). This included 546,000 mothers, 50% of whom worked full or part-time.
Only 138,000 fathers were unemployed and would need a year services and train-
ing for the job market.

it would appear that most recipients now are not in the work category and not
by choice. With working poor benefits (on adequate income level) incentives
shoul be large as possible to keep them working. And those able to work need
jobs, which are not available.

We urge support for Ribicoff proposals for more public service jobs and mear.s
for creating more private job opportunities.

Welfare reform with amendments such as Senator Ribicoff has str%ssd could
be real reform. We urge your support towards this end.

STATEMENT OF TiE LEAGUE OF WOMEN VOTERS OF ILLINOIS

The League of Women Voters of Illinois wishes to underscore the support of
-the League of Women Voters of the United States for the principles in Amend-
ment 559 (Ribicoff) to H. . 1.

Nearly 900,000 of our fellow citizens in Illinois are receiving public assistance.
Our state, like many others, has been torn by the need to provide properly for its
citizens in poverty and the need to balance the state budget.

We have seen our senior Senator work with other Senators and the adminis-
tration to help provide emergency relief to hard-pressed states, which will mean
some 60 million extra federal dollars for Illinois.

We have seen our Governor two years ago institute a state income tax (which
the League strongly supported), the income from which has gone largely into
public aid and schools in Illinois.

We have seen our Department of Public Aid attempt to implement a program
of selective cutbacks which is now before the courts, rather than make an across-
the-board cut in grant levels to those on public aid.

We have seen our state legislature stymied and ineffective in dealing with the
problem of freeing up any state funds to transfer to the public assistance
program.

In other words, we live in a major industrial state which has grappled with
and-for the most part-dealt responsibly with the welfare problem. But all
this has not meant any improvement in the bleak existence of our nearly 900,000
citizens who live in poverty.

Nor do we feel that, in its present form, H.R. 1 will improve that bleak exist-
ence. Yes, it may provide some fiscal relief to the states, and we regard this as
an essential part of a welfare program. But only a part. We are also looking
for some fiscal relief for our citizens in need.

Because the system of granting assistance to our citizens has become so cumber-
some, expensive, complicated and widespread, it is no longer either a local or a
state problem. The problem is national, and we feel that Amendment 559 more
closely provides the kind of welfare program we would want for our citizens as
well as for our state and local governments.

These are some of our reasons:
Income floor.-Though this starts at a low $3000 for a family of four, it would

rise by 1976 to the poverty level.* Illinois benefits are currently comparatively
high (averaging $3200 for a family of four), but this would give some hope of
increase. H.R. 1 has no such built-in escalation.

Coverage.-Amendment 559 would include individuals and childless couples as
well as families and the working poor. Recent close scrutiny of the general assist-
ance rolls indicated that approximately a third of the persons receiving general
assistance in the city of Chicago are sinftle persons.

Publio service job.-MNore than a billion dollars is authorized for this, Illinois
is beginning now to provide public service Jobs. While Illinois' unemployment
rate generally is about 6%, we have pockets in the city of Chicago and in rural
downstate Illinois where the unemployment rate is more than 30%. Recent sta-
tistics have shown, too, that unemployment has risen slightly in Chicago while it
has decreased slightly nationwide.

Mandatory state supplc imetation with federal participation.--This would as-
sure, as H.R. 1 would not, that our citizens in Illinois on public aid would not
suffer a reduction In benefits. We also support the provision that such manda-
tory supplementation would Increasingly be taken ovet by the federal govern-
ment until 1977 when the program would be completely federalized.

72-573 0-72 - pt.3- 8
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Day care provision.-Twice as much money ($1.5 billion) is authorized for day
care in the ltibi(.oft amenminent as in II.t. 1, an( federal standar(as must be met.
The- league in Illinois has recently completed a study of day care find, while we
support the provision of day care for all children whose parents wish to use it, we
recognize the priority neei ior low income families.

Determination of becwflts.-Major attention is given to the family's current
need in Amendment 559. As our Cook County Department of i'ublic Aid points
out, it is unrealistic to base a family's current need on past income which-it may
no longer be receiving. This would result in such a family receiving no assistance
or having to be place( on the general assistance rolls.

IRc8tlency requircmett.-None Is permitted in Amendment 559. In Illinois we
were pleased to see our Governor this past fall %eto the resnmency legislation
passed by o'-r state legislature. Such legislation is fighting at windmills, when
legislators should be dealing constructively with the problems 11t hand.

If, in Illinois where benefits are comparatively high and where state officials
and citizens have tried to deal meaningfully with the increasingly severe welfare
Iroblems, we still see seven per cent of our fellow citizens who need income
assistance, it becomes obvious that the time has come--indeed is long past-for
the federal government to act. Not to test, but to act. We urge the Congress to
deal responsibly not only with our states, but with our citizens in Ioverty.

We urge fiscal relief for those in desperate need.
Thank you for consideration of our statement.

STATEMENT OF THE LEAGUE OF WOMEN VOTERS OF THE GREATER YORK AREA

I am Mrs. Edgar da Silva, the League of Women Voters' welfare chairman. I
am also a member of the Citizens Advisory Committee to the York County Board
of Assistance. Trhe League of Women Voters has done a survey of 200 welfare
recipients for the welfare office and also has compiled a study on alternatives
to welfare. We realize welfare reform is a many sided problem, but at this time,
we would like to address our.-elves to the problem of the lack of day care centers.

In our greater metropolitan area of 200,000 people, we have the following
number of day care centers available:

Day care centers Slots On waiting lists

8-CAP Centers ----------------------------------------------------------------- 245 20
ABC Day Care Center ----------------------------------------------------------- 29 11
First Church of The Brethren ---------------.----------------------------------- 45 3Holy Child Nursery ....................................................... 75 - 25
Jol hilNus------------------------------------------------------------ 5 30J Haven ............... .. . . . .. . . . . . . . . ............... ......... 50 30
Nurse's Nursery --------------------------------------------------------------- 48 18
Jack & Jill Nursery .............................................................. 70 18
York Day Nursery--------------------------------------.. ---------- 65 25Welfare Department (purchased service) ........................................... 30 200

In the estimation of our local welfare department, if more children were to
be serviced, this area does not have enough centers as there are long waiting
lists now for each existing center. It has been estimated that there are 3000
children who could use day care service, if it were available. Also, half of
York County's caseload lives in a rural area, and the lack of any transportation
makes it extremely difficult for a mother to travel to work and to get her children
to a day care center.

We object to a mandated work requirement, although we welcome realistic
job training and higher work incentive payments. We believe that any legisla-
tion that requires mothers with preschool children to register for work must also
provide suitable day care as a condition for work.

STATEMENT SUBMITTED BY MRS. ROBERT K. MOXON, PRESIDENT, LEAGUE OF WOMEN

VOTERS OF SOUTH CAROLINA

The League of Women Voters of Solith Carolina strongly supports the pro-
posals offered by. Senator Abraham Ribicoff to amend the welfare reform provi-
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sions of H.R. 1. We feel that the amendments offered by Senator Ribicoff rep-
resent important and necessary improvements to H.R. 1 as it passed the House
of Representatives. Several features are particularly significant in our effort
to help the poor of our country become self-supporting and contributing mem-
bers of our society.

Most people would define poverty as not having enough money to provide the
day-to-day essentials of life. Although League members recognize that money
alone will not solve the problems of poverty, money is certainly the most im-
portant part of the solution. Therefore, we support raising the initial level of
support to $3,000, for a family of four, with planned increases to the poverty-
level and the built-in cost-of-living adjustments as more realistic and humane
than H.R. 1. Even though South Carolina is one of the five states in which wel-
fare recipient would benefit under the $2,400 level, it has been estimated that
70% of the welfare recillents across the country could receive reduced benefits.

One of the basic features of welfare reform legislatiF Is the assistance given
to the working poor. This could be particularly helpful in South Carolina which
has one of the lowest per capita incomes in the country. However, under the
l)rovisions of II.R. 1 many of our poor whose income is supplemented by food
stamps could well be penalized. In South Carolina there are many families who
(1o not receive welfare payments but .who buy food stamps. This is an important
help in providing an adequate and healthful diet- for many people, particularly
children. The low level of support in i.R. 1 makes it likely that many of these
people will have their incomes reduced. This is another important reason to in-
crease the level of support as Senator Ribicoff has proposed.

An omission in H.R. 1 which we feel is corrected in the Ribicoff amendments
is the l)rovisions of eligibility provisions for single persons and for childless
couples. It is important to extend coverage to these people, who may need assist-
ance but who do not fit into any existing category.

The 800 members of the-.Leagu:if Women Voters of South Carolina urge the
members of the Finance Comnittee to keep foremost in their attention that the
l'rpose of welfare reform is to help the poor, most of whom are over 65, under
18, are blind or disabled, to achieve an adequate standard of life so that they
can participate in and contribute to our American society.

STATEMENT OF THE LEAGUE OF WOMEN VOTERS OF WYOMING, SUBMITTED BY
MRs. WM. MAXWELL, PRESIDENT --

Gentlemen: Welfare should be geared to foster maximum development toward
an individual's maximum potential. Members of the League of Women Voters of
Wyoming urge you to adopt Senator Ribicoff's amendments to HR 1 as a means
to this end.

Wyoming ranks 29th in the maximum amount of welfare payments disbursed,
39th in the amount spent per $1,000.00 of 1969 personal income, 47th in payments
for aid to families with del)endent uintren, *33ra lii payments to aid the per-
manently and totally disabled, 43rd in aid to the blind. In short, our record is
(lismal.

League members primary concern lies with assistance for people. If people are
to be helped in a meaningful way they will need higher minimum cash grants
with staged annual increases: they will need improved work incentives ; they will
need more public service jobs an(d more private Job opportunities; they will need
bigger and better (.hilh care programs. We favor pilot programs for assistance to
tle working poor but onl.v-ff the law'provides specifically for an automatic full-
scale program by a definite date.

We respectfully request that, as you deliberate on HR 1, you remember that
this government of the people and by the people is also for the people.

The CHAI-MAN. We Will meet here again at 2:20.
(Whereupon, at 1:10 p.m., the hearing was adjourned, to reconvene

at 2:30 p.m. this date.) _ _

AFTERNOON SESSION

The CHAIRMAN. The committee will come to order.
We are happy to have with us this afternoon the Honorable Al Ul-

man, Member of Congress from Oregon. Mr. Ullman has made a
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major contribution to the thinking and legislation in social security
and public welfare.

Mr. Ullman, we are very pleased to have you and we will be pleased
to hear your views.

STATEMENT OF HON. AL ULLMAN, A REPRESENTATIVE IN CON-
GRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE
STATE OF OREGON

Mr. ULLMAN. Thank you, Mr. Chairman.
I appreciate the opportunity of being here, and I will try to be as

brief as I can. Thus) I would like to submit my written statement for
record at -this point, and simply go on to summarize several crucial
points. As the committee knows, I did sponsor in the Ways and Means
Committee an alternative program for title IV, the guaranteed in-
come section of the bill.

I think time has proven my proposal basically sound, and I will
briefly describe it; but, first, I have a couple of charts I would like to
refer to with respect to the program that the House passed on the
guaranteed-income section. Since the committee is aware of the back-
ground on it, I won't go into details except to note some problems in
the even this kind of guaranteed income concept were adopted. On
this first chart income is shown that n individual would make.

According to the size of his family, ou can see on the table how
much the Government is going to pay iiim under FAP. Take, for
example, someone who lived in the mid-S 'uth or rural area that had
a piece of ground where he could raise a c-wV or two and some vege-
tables, and the opportunity to make $4,000 onq full-time job. This aso
assumes he has six in the family. So as the chart shows the Govern-
ment would pay him $913 and 'his total income , would be $4,193.

Assuming this same individual had the alternative of having a job
where he only worked half the time and made $2 000, the chart shows
the Government would supplement him with $2,246 so his total income
would be $4,426.

Now, this man is employed, and the Government would not have
any option whether he worked full time or half time. When you are
the working poor you have the choice, so, obviously, you have all kinds
of ranges in the amounts the Government would pay to supplement
his salary.

While we usually talk in terms of a family of four, this chart goes
up the scale to where you have a family of eight. The )roblem here is
compounded because the Government pays in an individual case based
upon three variables: First. the size of the family; second, the mount
of his income; and, third,'his assets. How in the 'world the Govern-
ment can keep track of these millions of people on an individual-case
basis with widely fluctuating incomes is beyond me.

In my judgment it is totally impossible to do.
Now, the other chart briefly illustrates a second point. It is one that

is very difficult to resolve under the administration's program. You
obviously have your State supplements on top of the Federal payment.
Now, what this illustrates is the New York plan which was the law at
the time this chart was made. I think there have been some changes
since then, but it illustrates the point.
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Mr. ULLMAN. Here you have a family of four, and here you have a
family of eight. The dark hatching shows the State supplements and
the earned income is in green. The Federal supplement is here in the
light crosshatch.

Well, the problem that you run into witlrH.R. 1 centers around the
hold-harmless provision. Under the hold harmless, a State like New
York with an expanding welfare load would be held harmless for costs
beyond their 1971 level. The Government -would assume tle fill re-
sponsibility for the payment of the State supplemental for all in-
creased caseloads beyond the 1971 costs. In States without a hold harm-
less it would be a totally different picture.

So, when you talk about the "break-even point" under FAP, it be-
comes rather meaningless when the Government is actually going to
take over all payments for a family of eight earning $6,000 if they
weie part of the new caseload. For this family, it would be $3,000 that
New York now supplements. The Ways and Means Committee exam-
ined this at great length, and there is no way to get around it. It will
end up with the Federal Government paying vastly different levels of
welfare payments in different States, and sometimes at exorbitantly
high rates.

Now, turning very quickly to the alternative I have proposed. What
I am advocating has a "heart" in it, too. In other words, we do have
a responsibility to the poor people qf the country. We do have a re-
sponsibility to make sure that those who cannot work have an adequate
source of income. But my program would screen the employables from
the unemployables. It would start with people applying for welfare,
and the classification as to whether they are employable or unemploy-
able would be made through a Federal agency. If they are unemploy-
able, they should be eligible for welfare, but the Federal Government
should make-no contribution of welfare payments for any employable
person. The employables should be a Federal responsibility but not a
welfare responsibility. The Federal Government should provide work,
training,-child care, and other services needed to put employables into
jobs. The State governments with Federal financial assistance should
provide welfare grants only for those who cannot work.

Now, obviously, if it is a woman with children, she would be depend-
ent upon the availability of day care, so I would establish a, national
day care corporation. I think that is the best concept and this com-
mittee originated the idea. It allows for a, great deal of individual

-initiative and enterprise in localities that an operation under HEW
would not allow. It would also allow a consolidation of existing pro-
grams, and some individualization of the State-by-State programs.

I think it has great possibilities for resolving the problem.
So, assuming then that you have-a mother with three children over

age-6, assuming that you have day care, and that the woman has em-
ployment experience-she is classified employable; she never does go
on welfare. This is the critical problem to be avoided, -for once indi-
viduals get on welfare then you have the very real difficulty of getting
them off.

In place of going on welfare, employables go on a Federal training
program, with a fixed training allowance not based upon any State-by-
State welfare rules, but based upon a percentage of the cost of living in
a given area.



1296

Under my program, the Government would become the employer of
last resort. if there are no jobs available, then you have public-service
employment; you have community work projects if need be. If there
are no job slots available, the Secretary of Labor has the responsibility
under my bill to come before Congress for funds to open up pr ograms
that do provide for jobs, whether they be Government jobs, com-
munity work projects. 6

All of us know the tremendous amount of work that needs to be
done which is not being done because the jobs are in the minimum
wage category.

But you also have to face up to the fact that the differential between
minimum wages and between welfare payments is rather great now.
So what I would do for those people under the poverty level is to pro-
vide additional cash assistance benefits if they are employed. If they
are fully employed, there would be a $60 per month work expense
allowance. If they are half-time employed, and I think a lot of women
with children probably should not work more than half time, they
would get $30 a month supplement for half-time work.

In addition, anyone who goes into this program would have the
option of cashing out their food stamps on the basis that anybody who
is employable is much better off-getting the cash rather than going
through all the fuss of the food stamps.

Now, for those people not employable. Over a 4-year period, assum-
ing that a full d-ay care program is in effect, I believe it reasonable to
say that this might amount to 30 to 40 percent of the existing rolls
would stay on wffare on a State-by-State basis.-

I think the problem of welfare is not so much those people who are
really in need and have large families; I think the problem is in not
placing employable people on the welfare rolls in the first instance.

I don't think the American people resent in any way paving ade-
quate welfai for people who are truly unemployable aind have prob-
lems that mak it impossible for them to earn a living.

But through his reclassification medium then over a 4-year period
all of the unem loyables who would be classified employable go off
welfare and cou not and cannot get back on welfare without going
back through the mechanism and getting a reclassification.

Now, I realize here are complications. I have stated an oversimpli-
fication of my program, but there is no easy answer to welfare. I think
this commit knows that. There is no easy solution. There is no such
thing as a go welfare program but, in my judgment., my proposal
would-take us down the right road. It would probably initially cost as
much as FAl because the cost would go into day care; bit it Quld go
into facilitiesthat we need.

Senator C6 Rris. Mr. Chairman, I have to leave for another com-
mittee. Could I break in to ask you a question now?

Mr. ULLtAN. Yes, certainly, Senator.
-Senator URTis. Over a period of months I have been giving con-

siderable thought to your proposal because this isn't the first time you
have offered it, spoken out on it?

Mr. ULLMAN. Right.
Senator CmrTIs. Your program then would not involve the matter

of extending the payment to the so-called working poor now, would
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it? You would deal with the people who say "We are in need; we need
some we]lfave," and start from there?

Mr. Um. ANt\. The way the working )oor would come in would be ini
this form. If they have a full-time jot, but are under the poverty level,
I would give them a work expense allowance. It Would not be, based
upon fluctuating incomes as in FAP. As long as they were under the
poverty level, it would be up to $60 a month for a full-time employee
or $30 a month for a part-time employee.

Senator CURTIS. That would not go on forever?
Mr. ULLTJMAN. No; as soon as their earnings reach the poverty level

it is phased out.
Senator CuRiTs. But would this be treated as supplemental income

or at specific payment intended to upgrade their employment
capabilities?

Mr. ULJMAN. You have a real problem of getting people off welfare
into employment and you will find a difference-a mother with a
family of three or four gets maybe $3,500 or something like that on
the welfaree rolls. If she is going to take a minimum wage job that
)ays her $2,800, then it seems to me that we have got to bridge that
differeifce some way. It is being unrealistic to say that you can force
her to take that much of an income drop. So sle-.would qualify for
the work expense allowance.

Then, in addition to that., for all of these people who are classified
employable, I would allow them to cash out their food stamps, and
get a cash payment in accordance with the amount of food stamps
they would have available.

Senator Cuwris. Well, does your prol)osal embody what is generally
referred to as the guaranteed] miiimum income which, as I under-
stand it, is saying to the working poor, the person who are employed
"because your earning is below a certain level, we are going to sup-
I)lement the welfare pay inent"?

Your proposal does not embody that concept, does it?
Mr. ULLMAN. No. The thing that is so unrealistic and that bothers

me is that it is not within the realm of feasibility for the Federal Gov-
ernment to deal individually with millions of Americans on the basis,
of fluctuating incomes on a month-to-month basis. rhe Government
just simply can't keep up. A man earns $300 one month; he earns noth-
ing the next month; then under this kind of a system you would be
3 or 4 months behind; you would never catch up.

I think it would result in the worst administrative hodge-podge
you ever saw in your life. Not only that but once you go down the
road of a guaranteed income, tjmere is no returning. Once you go
into the business of individual cash settlements, what you are doing
is opening the Treasury to every individual based upon him filling
out a form-how much he has made, how much his assets are, how'
big his family is. You would have made millions of people to deal with
and the Government would have no alternative but just to put that
ilito a computer and feed him a check. I just don't think any govern-
ment can do that and survive it.

Senator CURTIS. Because you can't turn back?
Mr. ULLMAN. Yes; that's right.
Senator CulRTiS. The political temptation will be to raise those

limits.
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Mr. ULLMAN. The political pressures increase once you get on this.
road and there is no turning back. We have seen it in every program
we have adopted. Somebody can come in and say, "Well, look, you
are paying us $2,400 for a family of four and we can't live on it."
They can-make a case for that and so you pay them $3,400 and then
they can make a case for that, too. I think in many parts of the
country you can't live on that amount, and so this is uniform through-
out the country. In my judgment it is an open-ended road to disaster.

Senator CuRTIs. Well, I commend you very much for your testi-
mony. I must go to another committee meeting.

Mr. ULLMAN. I appreciate your interest. I know you have expressed
it before.

Senator CURTIS. I think you are making a distinct contribution
here because once we accept this concept of supplemental income,
a guaranteed minimum income and, therefore, added millions go on
the rolls, there not only will be no retreating from it, there will be
no reduction of the rolls and the political pressures will be enlarged.

Mr. UILMAN. There is no question about it, Senator.
Senator CURTIs. Thank you very much.
The CHAIRMAN. Go ahead, sir.
Mr. ULLTNIAN. Well, I think that I will not proceed any further

except to say that my program does have a heart. In other words, it
does consider the needs of poor individuals; it does give a work
expense allowance; it does not turn anyone out in the street without
the opportunity to make an adequate living; and it does so in a way
that it seems to me is both fiscally sound and consistent with the very
basis on which this country was founded. In short, I am convinced
that my program would turn our welfare course around, offer a mean-
ingful vehicle for reclassifying people as employable or unemploy-
able, and give employables the support they need--child care, job
training and job l)lacement-to get into a meaningful job and off the
welfare rolls.

Thank you very much, Mr. Chairman.
The CIAIRMAN. Thank you very much, Mr. Ullman. I think you

have made a very good suggestion here.
The thing that bothers me so much about this, and I really think that

your desire to help the poor is every bit as sincere as anybdy's in the
House of Representatives, even though you had some doubts bout that
bill when it passed. It is my desire to help the poor, too. Prior to the
time I came here I helped to put a tax program on the people of my
State that increased their taxes 50 percent at a single sessioii of the
State legislature, that is, the overall tax burden of that Sta e. We
put into effect what was probably the most liberal welfare pr gram
of any State in the United States. It was all I could do to be elected
after we got through putting those taxes on, too, to pay fo all that.
But my popularity and everybody who had anything to o with it
went from the top down to the bottom of the ocean by the time we got
through enacting all those taxes to pay for that. But I w uld think
that that would indicate my sincerity in wanting to hel th poor.

It almost beat me and took me out of public life. I hay been sup-
porting everything in that bill to help poor people exce t when you
get to the family assistance part that I don't think is goin to work and
I think that is about your attitude toward it; isn't it?

/
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Mr. LTTmAN. Senator, in addition to that, I have had a lot of con-
tact with people on welfare and I just don't go along with this idea,
that they don't want to work or he a. part of society. Think in almost
every case they would like to make some kind of a real contribution in
the wayv of a meaningful job and that is the direction in which my
proposal would move. It.'would put people back into constructive
participation in society rather than putting them out on a shelf and
paying them some money and forgetting abbut them, which I think
wouldbe disastrous.

The Cim.it, NMx-. Right.
Now, when we here in the Congress pass a bill that makes it to

somebody's advantage for that person to go on the welfare rolls rather
than take a. job, we really ought to blame ourselves for that, shouldn't
we, if what we are trying to get them to do is to try to get them to
take the job?

Now, that is one reason why my approach about this ihing since the
clay I heard about the President's proposed family assistance plan
when I saw the first press release in the newspapers has been that it
will not work. This thing is not going to work if you pay these so-called
working poor not to work.

If you want it to work, you had better devise it so that you are
paying people -to work rather than paying people not to work.

And my thought about this change that you are making people
take slave labor jobs and all that sort of thing by requiring them to
take a job, is just, say, for anyone not on the program new, "You are
not'eligible for this working )oor program unless you had a job and
were working." In that way we haven't got to argue about the desir-
ability of the job, whether it is a slave labor job, not dignified, doesn't
pay enough, all that sort of foolishness. It seems to me, we would do
better to say if the man can't find a job we will just employ him in the
public area or subsidize a job-make a ljob if we have to, a WPA type
if it has to be, a marginal job if it must be.

Then having put hini on some kind of a job, then if he is not making
enough to support his children, and something to it..

Does that make more sense to you than it. does-than just to pay
them to do nothing?

Mr. JTijj.\N. It certainly does, Senator. Those people who say,
"Well, there just aren't jobs available," are failing to recognize that
States like Oregon have used the WIN program to go into job training
with resultant meaningful jobs.

The 1)lacement record has been tremendous and the success of the
program is there. Jobs can e ol)ened up through meaningful training.

Now, I am not trying to build this on a lot of hodge-podge training
programs we have now. What this would do would be to mandate some
kind of meaningful, ovei'all consolidation of all our training programs
into something that would really face up to the 1)roblem and train
people for jobs where there are openings. Heaven only knows that in
the field of environment, in the field of health, and in the field of
education, we have a tremendous need for people today. This should
all be geared to the new technologies that are coming along.

The CIA,%t.tIMA. Well, now, I am a Democrat: so are you. I give the
President complete credit for good faith and I think he's trying to do
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what he thinks is in the national interest in proposing the measure ie
sent down.

But those of us who serve on these committees--you do and so do I-
try to study the fine print, take case-by-case application and particu-
larly take the President's proposal and apply that to welfare cases that
we know of, and go into the problems that we know of and see'whether
the new program would work out any better than the old program.

I would like to ask you about this situation. The President said in his
speech the existing welfare program encourages a man to leave his
family so the family can go on welfare. Now, would H.R. 1 continue
that same situation?

Mr. ULLMAN. Well, in my judgment it doesn't change anything at
all in that regard.

The CHAIRMAN. Well, now, isn't this correct: Let's assume that a
man is able to make about., let's say $3,000 a year, working. HIe has a
wife, several children.

Mr. ULLMAN. Mr. Chairman, I am going to have to go back to the
House, too, in just a minute, but let me respond to your questions.

The CHAIR-M3AN. I would just like to ask this for the record: Isn't
this true if lie had a wife and several children, let's say a wife and
three children so as to get into the figure we -use the most, that all
lie really need do in most States is just.to make himself scarce, in
effect, desert or to leave, and by leaving his family then-the wife and
the children-could go on welfare for a figure that varies State by
State, and in my State that would be a low figure-it would be about
$1,200?

Now, if you had the new program, H.R. 1, in effect, wouldn't the,
answer be the same? If" he were making $3,000, had a wife and three
children, not. eligible for the welfare payments, they would go on
welfare except for $2,400 instead of $1,200 if lie left.

Mr. ITLLMAN. That is right. He can stay in the house and still draw
the welfare payment with a slightly reduced amount because of his
refusing to work; that is right.

The CHAIRMAN. So the answer there, it would seem to me, it would
be far better to say that we will add something to what the father
makes, if that. is not enough to support the family, rather than to say
that we are going to pay tliem more money, make it even more to their
advantage for the father to leave the family. If that is your problem
you are making it worse with H.R. 1 ?

Mr. ULLMAN. That is absolutely right.
Well, Mr. Chairman, I wish that I had more time to stay and I know

you have to go, too; but I just make a final plea to this committee. In
the House the vote was close on eliminating the FAP title. I moved
to eliminate it; the rule would only allow that. It was a close vote, and
I have spoken to some Members who were operating under duress, but
I think there is a grave doubt, even in the House, about this guaranteed
income provision, a grave wcrry"about where it is leading-the country.
So I would make a plea to you and this committee to take a new direc-
tion to eliminate that section. If~you take a new direction and put this
whole thing on a firm footing, the rest of the bill, which for the most
part is good, can go forward. I believe that my proposal can help
build real welfare reform as an alternative to getting us deeper in the
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mire which is where this guaranteed income section would take us.
The Cnmi.mx. [hank you very much, Mr. Uliman.

fr . 1 'Ihaln you very much.
The CWIIAI MAX. We a appreciate very much your appearance here
(Congressman Ill tnan's prepared statement follows:)

STATEMENT- OF HON. AL ULLMAN, A U.S. REPRESENTATIVE FROM TIHE STATE OF
OREGON

Mr. Chairman and Members of the Committee: I come before you today to dis-
cuss the great O)portunity you have to cut through the rhetoric that has
obfuscated the true issues involved in a fundamental reform of a welfare system
that is almost universally condemned.

As you said in your opening statement on welfare reform in the last Congress,
Mr. Chairman, "This committee )elieves Ii the concept of workfare not welfare;
the concel)t on which this bill has been advanced " But as your Committee knows
full well, H.R. 1 is not really a workfare bill at all ; it is. as a distinguished meit-
her of this Conmittee has said, a welfare expansion bill.

We do not need welfare expansion-we are getting that already under existing
law. We need a new program that wNill, In your wor(ls. Mr. Chairman, substitute
"the dignity of employment" for "the indignity of welfare."

How Is that to be done? In the past. we have put employal)le people on welfare
and then tried to take them off welfare by work and training programs. That wam
the aprl)oach of the Community Work anid Training P rogran, the Unemployed
Father program, the WIN program and it is continued in H.A. 1. In H.R. 6004.
the Rehabilitation, Employment Assistance and Child Care Act, which I intro-
duced last year. I suggested a new approach and one that I consider e,sential to
any real welfare reform. The basic concept underlying my bill Isthat our national
policy must distinguish between the "eml)loyables" who (1o NOT belong on welfare.
and those who are in need because they are unemployable. The former should be
excluded from welfare and should get training or employment. The latter deserve
the compassion that is the foundation of a welfare l)rogralil.

What should be our approach to the needy family in which the mother is able to
work, either with or without additional training? Under H.R. 1. she is put on wel-
fare in hopes that she will later get off. My bill has the Ol)posite al)proch-those
who are employable are not eligible for welfare in the first place. They become
the responsibility of the Department of Labor an( never get into the welfare
system. We have tried the system of putting people on welfare and then trying to
get them off; it hasn't worked In the past, and I have no reason to believe it will
work in the future.

H.R. 1 may sound different because employables become a responsibility of
the Labor Department-hut it is not different for two very important reasons.
First, those referred to the Labor Department still get welfare checks under
welfare rules fat(--prohably made out by the welfare agency unless the Labor
Department sets Ul) a duplicate payment unit. Second, those referred to the
Labor Department are really not the employable at all, they are those that are
required to register under a set of rules in the bill. For example, a woman with
three children in a community with no child care facilities available, is sent
to the Labor Department-but she cannot be sent to a Job. The result will be
ever new records in what it now calls "holdtng"-welfare recipients for whom
the program can (1o nothing except give them a- cheek. Whether welfare checks
come from one department or another makes no great difference-they under-
mine the spirit of self-sufficiency just as much whether they are signed "Labor"
or "HEW."

Under my al)l)roach the enployalfles do not get welfare checks. If they cannot
be placed in job; or in training for which a wage is paid, they are put Into
training, with a training allowance based on tl average weekly wage in that
State. The training allowance is related to what they will earn after training-
not to the welfare check. Further, if the Lablor Department finds itself paying
allowances to people that it cannot train for a job, It must rel)ort Immediately
to the Congress and request the necessary funds to increase the number of public
service jobs.

,Let me turn now to what we do for the needy who are employable. The ad-
ministration bill essentially repeats existing law by directing the Labor Depart-
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ment to run a training progrmn and HEW to provide child care. There are a
few changes in the details of the provisions but the structure remains the
same--the same as the present system under WIN which has provided neither
training nor child care. The Ways and Means Committee has improved the bill
by providing some commitment to public service employment, but even with
this improvement the approach is inadequate, to say the least.

If present law and the administration bill are inadequate, what do we need
to do? First and most important we need to do something about child care.

My bill picks up the Child Care Corporation proposals that were reported by
this committee in the last Congress. I do not need to repeat for you the rationale
for those provisions-you know as well as I do that without adequate child
care provisions no welfare reform can be workable.

Second, we must not just create another categorical training program, but
instead must mandate that all Federal and Federally-assisted training and em-
ployment programs give priority to those in need.

Third, we must create jobs. The tax incentive provided for employers in the
Revenue Act of 1971 are a welcome first step, but we must also have a public
service employment program that expands as the need for it increases.

Fourth, my bill provides for a work expense allowance to ensure a strong
incentive for going to work.

So far I have concentrated on what my program and the administration's
program do for the existing AFDC category-the families in need, and with no
father present in the home or with the father unemployed. The administration
bill not only does not reduce this welfare population, it adds to it; in fact, it
more than doubles it by putting those who are regularly employed onto the
welfare rolls. It is true that this is a real change from the present system-but
it is, I insist, a change in the wrong direction. We will not solve the welfare
problem, and we will not foster the spirit of self-relianc~e, by multiplying the
number of those we place in dependency. Under the administration's original
proposal, every family of four which earned less than $3.920 a year would have
been eligible for a welfare check; under the revisions adopted in the Ways and
Means Committee that four-person family could earn about $4,300 before the
welfare check was cut off. The figures on how many people in each State will
be put on welfare by this provision is truly frightening.

We have recently enacted some very significant amendments to the WIN pro-
gram and the Senator from Georgia is to be commended for a valiant attempt
to rescue that program from the inadequacy in which it has become mired. But
even after the amendments are in effect, employables will still receive welfare
checks. I am also afraid that the registration requirement for eligibility for
welfare will be essentially a paper transaction. The amendments are a step in
the right direction-but they do not accomplish the basic reform that we need
and that is to limit welfare to the unemployables and provide an entirely dif-
ferent system for those who can work.

Welfare reform is a goal that unites us all; no one likes the present system.
There is almost as much agreement that those who are able to work should, and
that welfare should be paid only to those who cannot help themselves. But
agreement on generalities does mean-agreement on specific legislative proposal
because the question is which legislative proposal will really implement the
generality. I ask you to look lit what is in the bills, not just at what people say
about them. If you examine the reality and ignore the rhetoric, I think that you
will find my bill, the Rehabilitation. Employment Assistance and Child Care Act
of 1971 will move us in the direction of meaningful reform.

The YIAIRMAN. The Senate is voting and we will have to vote. I
will come back immediately to hear these remaining witnesses my-
self; but I suppose we will have to quit for about 15 minutes here
before we hear the next witness.

So we will recess and resume the session at 3 .20.
(Recess.)
The CHAIRMAN. The next witness Will be Mi. P. Richard Stoesser,

chairman of the public services committee and the Board of Com-
missioners of Midland County, Mich. Is he here--Mr. Stoesser?
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STATEMENT OF P. RICHARD STOESSER, CHAIRMAN, PUBLIC SERV-
ICES COMMITTEE, BOARD OF COMMISSIONERS, MIDLAND COUNTY,
MICH., ACCOMPANIED BY R. 3ERRY BENNETT, CHAIRMAN, BOARD
OF COMMISSIONERS; AND H. M. MEREDITH, COUNTY SOCIAL
SERVICES DIRECTOR

Mr. STo'0SsFR. Thank you.
Thank you, Mr. Chairman. Before I get started I would like to in-

troduce Mr. Jerry Bennett who is chairman of the Midland County
Boardof Commissioners and Mr. Marv Meredith our county social
services director.

I would like to thank you for this opportunity to share with you
some of our viewpoints and experiences as related to social welfare
in Midland County.

We are very happy to be here.
First; we want. to say we agree wholeheartedly with your position

that "An acceptable welfare program must, pay people to work rather
than not to work, if they are employable, and must reward marriage
and responsible pareithod rather than illegitimacy and desertion."
From our analysis, we further agree with Senator Long that, "unfor-
tunately, H.R. 1 does little about the present welfare mess, except to
make it worse by several billions of dollars."

So what can we do about our welfare mess? We certainly don't
have all the answers but we do know of one course of action which
will decrease welfare costs to the taxpayer and which will give a wel-
fare recipient an opportunity to feel better toward himself and to
become a contributor, rather than just a. parasite, in our society. These
are positive results. Our purpose here is to share with you. how we
achieved these results rather than to intellectualize on *what, might
temporarily appease those who have not learned how to support them-
selves.

Our welfare problem in Midland County is the same as elsewhere
in this country. The rapid growth in numbers of welfare recipients and
in welfare costs, particularly in the categories of aid to families with
dependent children and direct relief or general assistance. Although
our absolute numbers may be relatively small in comparison to large
urban areas, our percentage increase is about the same.

We were particularly concerned that in 1 year the monthly case-
load increased 84 percent, for direct relief, 73 percent for AFDC, and
103 percent for AFDC-U. We concluded that no society can stand
these increases every year and still survive. The question was what
to do about it.

After think g briefly about why we have our welfare problems in
these categories, we discovered that, contrary to popular belief, more
money to the recipient is not the answer. If it were, these problems
would have disappeared long ago. It occurred to us that the problem
with many people oii welfare is that they are unemployed; they have
nothing to do of value for others. The'obvious answer then was to
provide employment or at least have them do something of value for
society.

Based upon this philosophy, the Midland County Board of Com-
missioners initiated an experimental work program in April 1971, by
passing a resolution which directed the county social services board to
prepare a work opportunities program.
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TPi, social services director hired a program director to coordinate
the program during its 3-month trial period. Work opportunities were
then identified with the county road commission, city and county parks
and recreation departments and the county drain commissioner.

In June, able bodied, male welfare recipients on county direct relief
were given a choice of working for the county and continuing to re-
ceive welfare benefits at $1.65 per hour of work, because we thought
this was the minimum welfare or Federal wage, or of not working for
the county and thus losing the benefits they had been receiving. Such
a program is permitted under present Michigan legislation. Results
were immediate.

After 2 months of 'program operation ending July 31, 1971, we
achieved dramatic decreases in the employable caseload, as illustrated
iii the report suibmitted to your committee.

.Mfay. I just comment that decreases in caseloads and in costs were
the primary consequence of nmen asking for and obtaining private
employment despite a greater than 7 percent unemployment rate in
the area.

The breakdown for that 2-month period is 29 men achieved private
employment, two moved out of the county, one went on unemployment
compensation, one refused to work, one'went back to school and one
went on AFDC-U.

Many of these men discovered that they could gain
The CHAIRMAN. How many people did you put to work?
Mr. STOESSER. Pardon me?
The CHAIRINMAN. How many people did you put to work when you

instituted this program? How many people did you put to work for
the county, because apparently you put seven in private employment.
How many people did you put to work under your-program when you
did this?

Mr. STOFSSER. How many people actually worked for the county at
any one point?

The CTAIRTMAN. Yes, that is right.
Mr. STOESSER. It varied.
Mr. MEREDITII. Thirty-five, I think, is the total altogether.
Senator BENNr.vFr. Over a 3-month period?
Mr. MEREDITH. Yes, sir.
The CHAIRMAN. Thirty-five people?
Mr. MERFDrrrI. This is in our county general assistance program

because we couldn't use AFDC--U cases. This is just what we could
get to.

The ChAIRMAN. Right.
Mr. SToEQSER. So., really, many of these men discovered they could

gain greater financial benefits by working at an hourly rate greater
than $1.65 an hour and for more than 2 or 3 days a week, so that is
why they went off and that is why we had decreases in our particular
program.

Senator BF.-N.FTr. May I interrupt again at this point?
The work you offered them-was that only for 2 or 3 days a week?
Mr. STOESSER. What we did is that they worked at $1.65 an hour

only until their earnings matched their weekly welfare assistance.
Senator BENNETT. Which they accomplished 'in 2 or 3 days?
Mr. STOESSER. Two to three days, right; and they discovered after

getting into the habit of doing tliat, that they could go out and find
better jobs in our community, $2 an hour or thereabouts, and work
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more than 2 or 3 days a week. This was to their benefit and they took it.
That is why we had 29 who went off, you know, who went into private
employment and despite the fact we had a 7 percent unemployment
in the area.

The men who remained on our direct relief county program and
didn't want to go to private employment they worked for the county
by repairing park benches and shelters, clearing brushland, making
nature trails et cetera.

By the middle of August a total of 69 direct, relief cases had been
reduced to 14, an 80 percent overall decrease, and eight of the 14
obtained full-time work.

Really, the most exciting and encouraging aspect of this program
has been the p ositive response of the participants. These men did
good work, were happy and many said they "felt better because they
were no longer getting something for nothing." We feel these par-
ticipants seei to be gaining self-respect by working.

So, really, in a 2-month period, what didi we achieve with a work
opportunities program for welfare recipients on direct relief:

1. Old unproductive habits of recipients were replaced by new pro-
ductive habit patterns.

2. Recipients gained work experience and a greater feeling of self-
worth.

3. The principle was confirmed that recipients want to work and
will find their own work if it is to their benefit. I think this is an
important point. People will do whatever they can to benefit them-
selves. Just give them the opportunity to work with acceptable choices.

4. Welfare costs were decreased, wArhich was an indirect saving to
the taxpayer.

5. Work was completed in the county, which otherwise could not
have been done for lack of tax dollars, another indirect saving to
the taxpayer.

6. The social services staff operated more effectively and developed
a better attitude toward their work because they could now offer
incoming welfare applicants a choice of work opportunities, rather
than just be harassed for a handout.

But why did the program work so well? We feel it did so because of
two fundamental reasons: First we worked with, not against, a power-
ful fundamental principle of human nature that most people want
to feel needed, to be appreciated and to do something of value for
others. But we recognized that old, unproductive habit patterns would
not be easily replaced by new, productive work habits without strong,
personal motivation. To assist direct relief recipients and applicants
out of their unproductive rut- our county policy became 'no cash
benefits except at the rate of $1.65 per hour for county work
performed."

Second, we delegated responsibility and authority to the county so-
cial services board and to the county welfare director to work out the
details of a work opportunities program. All that we required was
that they maintain a positive attitude toward the welfare recipients,
offer them a choice of work opportunities, not abuse their civil rights
and to be accountable for funds expended.- Such an approach not only
stimulated the imagination of our welfare director but also created
in him the excitement and personal motivation to do the job.

We also recognize .that the success of this county-controlled work-

72-573 0 - 72 - pt. 3 - 9
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opportunities program was due in large part to the participating ad-
ministrators having a positive attitude toward the value of work. Their
attitude was for results, not merely activity. As a result of the excel-
lent performance of our county welfare director, the county is now sup-
plementing his salary to cont'ime and expand our work-opportunities
program.

In short, all concerned received benefits from this prograin-welfare
recipients, taxpayers, local elected officials, and county welfare officials.

Because of these results we are asking you to legislate that counties
be given the option to develop and administer work-opportunities pro-
grans for all able bodied, employable welfare recil)lents on Federal
public assistance without the need for prior State or Federal ap-
proval. We feel that the details of how to structure such a program
should not be dictated by an iiisensitive, noncompassionate, massive
Federal bureaucracy, but left to the initiative, imagination, and re-
sponsibility of county social service boards to meet their local needs.

The basic problem with present bureaucratic Federal welfare pol-
icies, as established by the Department of HEW. is that we feel they
are based on the wrong principle. According to Federal regulation
No. 233.140, Federal funds will not be available to any State whose
welfare recipients must work for benefits.

(The regulation referred to follows:) -

[From the Fe'"eral Register, vol. 34, No. 1, Jan. 1, 1969]

TITLE 45-PUBLIC WELFARE

CIIAPTER II-SCIAL AND REHABILITATION SERVICE (ASSISTANCE PROGRAMS),
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

PART 233-COVERAGE AND CONDITIONS OF ELIGIBILITY IN FINANCIAL ASSISTANCE

PROGRAMS

§ 233,140 Expiration of community work and training program.
The l)rovisions of section 409 of the Social Security Act, as amended, "Com-

munity Work and Training Programs", shall not apply to any State with respect
to any quarter beginning after June 30, 1968. Federal financial participation will
not be available in expenditures made In the form of payments for work per-
formed in any month after June 1968, except under the Work Incentive Program
authorized by Title IV, Part C of the Social Security Act, or under the work
experience and training programs authorized by title V of the Economic Oppor-
tunity Act.

(See. 1102, 49 Stat. 647, 42 U.S.C. 1302; sec. 204(c) (2), 81 Stat. 892)
Efcetive datc.-The regulations in this part shall be effective on the date of

their publication in the Federal Register.
Dated: December 17, 1968.

MARY E. SWITZER,
Administrator, Social and

Rehabilitation Service.
Approved: December 26, 1968.

WILBUR J. COHEN,
Secretary.

Mr. STOESSER. This ruling, we feel, was indeed unfortunate. Many
States will not risk the loss of Federal funds by requiring welfare
recipients to work for benefits. As a consequence, the recipient is
personally damaged; he must now receive something for nothing and
is encouraged to remain weak and worthless.

Another problem with present HEW policy is that any work incen-
tive programs must first be approved by State -and Federal agencies
before welfare recipients receiving Federal funds can work. Unfortu-
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nately, HEW usually refused to approve State plans for county work
programs. In fact, after waiting for 5 months, Michigan finally re-
ceived notice from HEW, in Washington that a waiver to HEW's
no-work policy will not be allowed for Michigan.

A couple of other points: We had six AFDC-U recipients request
to participate in our county program but we had to turn them away
because of this ruling. In Midland County we had 166 on AFDC-tU
in July and we have identified work in the county for about 200 people.
So if this ruling was not in effect we could have had them all working
in county work.

Unfortunately, the way HEW policies are now, an AFDC-U case
cannot be closed even if the man is offered a job and he refuses it. As

.a first step, we feel that an amendment to present welfare statutes is
needed which will give counties the responsibility to match unem-
ployed welfare recipients with jobs to be done, that is, to guarantee
work opportunities.

A further suggestion is that HEW administer only true permanent
welfare cases such as those people who are mentally or physically
handicapped and that the Dcpartment of Labor administer the prob-
lem of getting employables employed and doing some useful work.

We might add we feel the new EEA program is a good step forward
in this direction. In Midland County we were funded for 45 positions
and in 60 days these positions were filled.

Our administrative costs are running about $10,000 out of a $300,000
program or about 3 percent administrative overhead.

We might well ask, does the Federal Government really want to
eliminate welfare and poverty or does it want to give Federal admin-
istrators something to do? We would like to believe the former and
respectfully suggest that the following ideas be considered:

(1) That local government be encouraged to take responsibility
and to be accountable for solving their own particular problems;

(2) That unproductive Federal administrative overhead be
eliminated by decentralization of authority and responsibility;

(3) That a form of tax dollar redistribution be adopted with
minimum restrictions to provide local governments the funds
necessary to solve their social problems; and

(4) That, people are provided a choice of guaranteed work
opportunities for them to solve their own problems rather than
a guaranteed income-

We believe a welfare philosophy based on work opportunities and
local control is fundamentally correct.

We started a small experimental program; it was successful; we
got results; and because of these results 14 other counties in Michigan
have adopted a similar programand are getting very similar results.

The CHAIRMAN. I am just inquiring whether there is anything in
the law to support that regulation that welfare recipients should not
be required to work?

Senator BENNETT. Was it required or allowed to work?
Mr. BE.NNETr. I think it is an administrative ruling out of HEW.
Mr. STOESSER. I do have a copy of the policy.
The CITAI1IMAN. Is there anything in the law that supports that regu-

lation or is that just one more bad regulation that was- spawned out
of HEW
- Mr. MEREDITht. I think it is one mere bad regulation.
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Senator BENNETT. When was it adopted? It was 1968 when the
WIN program caine into effect.

The ChAIRMAN. Is there anything iii the WIN program that in-
dicated that welfare people were not. to work?

Well, we passed a program at tlat time to try to put people to work
and I was one of those who supported that concept and there were
people in the Department who didn't like the idea. We had some of
these bleeding hearts come screaming against it, what a horrible thing
this would be. I see that is the program they seized upon to seek to
justify a regulation that says that nobody (oni welfare has to do any
work. In other words, as one of the sponsors of the work incentive
program, I find we pass a law to try to )ut somebody to work and
they seize upon that kind of authority to say that you cant put
anybody to work. So it is an utter outrage which slows more than ever
that there is no reason whatever to think that those people down there
in HIEW who are screaming day in and day out how they can get more
authority and then take this w~lhole Nation over. Afany of them went
in before anybody ever heard of Richard Nixon or even I)wight
Eisenhower. They are still down there working away trying to find
s6me way to destroy this Government. They u -hd mtn-izwo how to
administer a program to put 1)eo)le to work if their lives depend on
it.

Here is a program where we were trying to l)ut somebody ,to work
and they managed to twist that one around so nobody went to work
under the program designed to do it. I shouldn't say nobody-I should
say virtually no one. I now find that the language in that law to
promulgate that regulation that you coulfn't put anybody to work.
So it is a very frustrating thing wlen you have l)eople who "don't want
people to work administering a work program in such a way to put,
them into dependency instead of to try to promote the work ethic.

I am 100 percent "in support of anything you are trying to do.
If there is any .way my vote would help l)ring it -about you can count
on this Senator.

Senator BENNE'Tr. Mr. Chairman, I would like to-I will be glad to
yield to the Senator from Michigan because it is his home folks.

Senator GRipFpi'N. I only want to say that I appreciate the fact that
the committee has scheduled these particular witnesses. They are here
at my request. I 'have had several opportunities to learn a ')out this
Micligan program firsthand, and I thought the committee ought to
know about it and programs in other counties in Michigan which have
been following Midland's exam ple.

I share tie concern and disappointment of the chairman regard-
ing the HEW regulations adopted in 1968-is that the right year?

Senator BENNETTr. Yes.
Senator GRI'IN. I am at -least glad it was prior to the present ad-

ministration taking office. [Lauglter.]
Regulations such as this really iml)ede innovative efforts in this

area and I almost wonder, Mr. Chairman, if we might not want to
get HEW people back before the committee to respond to some of
these questions?

The CHAIRMAN. We will do that in due course.
Senator GmFIN. Here HEW has refused to provide a waiver for the

State of Michigan. Michigan finally received notice from HEW after
several months that a waiver to HEW's no-work policy would not be
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allowed. I don't know why. I understand that Ne v York and California
asked for similar waivers.

The CHAMAN. Well, this committee, Senator Griffin, has sup-
ported-we have sul))orted every Governor who has asked to try to
put somebody to work. We conferred

Senator GRIFFIN. New York's request was approved and Michi-
- gan was denied. Why? I would like to find out.

The CHAIRM AN. We will try to help you and we will be glad to
cooperate.

(The following was subsequently received from the Department:)

- TIiE UNDER SECRETARY OF HEALTH, EDUCATION, AND WELFARE,
Washington, D.C.

Mr. To.%t VAIL,
Ohief Counsel, Committee on Finance, U.S. Senate,
Washington, D.C.

DEAR MR. VAIL: I am pleased to provide you with information requested in
your letter of January 31 regarding work programs in Michigan. You asked for
a comparison of the requests from the States of New York and Michigan for
work-oriented programs and this Department's disposition of those requests.

The New York and Michigan situations are quite dissimilar, New York pro-
posed to introduce work relief as an element of its ongoing AFDC program. The
HEW Regional Office advised the State that work relief could be required of
recipients but, under the existing Social Security Act and implementing Federal
regulations, the AFDC payments made in return for such work would not draw
Federal matching.

New York subsequently submitted formal application to conduct a limited
experimental work program under section 1115 of the Social Security Act. The
project is designed to test stated hypotheses regarding work for AFDC recipi-
ents, it operates only in specific areas of the State, and it provides in detail for
careful evaluation of the results. In addition, the State has submitted exten-
sive supplementary material, giving details of various aspects of the project.
In the case of such a project, HEW has authority under section 1115 to recognize
for Federal matching the AFDC payments for work that would not otherwise
be matched.

To develop and inaugurate the New York project has taken several months of
effort by State staff. The New York application has now been approved by HEW,
but the State has not yet placed it in operation.

California has submitted an application along the same general lines as that
received from New York. This proposal remains under study and analysis in
the Department.

In contrast, the HEW Regional Office in Chicago received an inquiry from the
Michigan State Department of Public Welfare concerning the possibility of grant-
ing the State authority to permit counties to institute work relief programs for
recipients of Federally-assisted welfare payments, with continued Federal match-
ing of the payments. The Regional Office correctly responded that this was
not possible under existing Federal statutes and regulations.

Subsequent Michigan requests to the Social and Rehabilitation Service for
permission to institute work relief projects were denied on the basis of a Presi-
dential request that for the time being we work only with the first three States
which had applied for such projects. Consequently we were not jn a position
at the time Michigan's request was received to give it consideration.

However, if Michigan officials now wish to pursue this further we are will-
ing to describe for them the full procedure for preparing a formal application
to conduct limited experimental work programs under section 1115. If they then
wish to submit a fully documented case, I can assure you that the Department
will give Michigan's application full and careful consideration.

Sincerely yours,
JOHN G. VENEMAN,

Under Secretary.
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(The Department subsequently submitted another memorandum
explaining its policy on work relief programs under public assistance.
This memorandum follows:)

FEBRUARY 3, 1972.
To: The Under Secretary.
From: Wilmot Hastings, General Counsel.
Subject: Work RlHef.

The attached paper sets forth the basis for HIW's position, consistently fol-
lowed since the Social Security Act was adopted in 1935, tlat payments for work
relief are not subject to Federal matching except as the Congress may specifically
provide. The paper was prepared last year when California questioned the legal
basis for our position. As you have indicated, New York and California are being
permitted to have work relief only through the section 1115 demonstration project
authority.

The Talmadge Amendments do not make any change in the princl)les in tile
attached paper. In fact, they reinforce the idea that there is lI) matching for
work payments except as Congress may provide. I

However, these amendments could change the last sentence of the paper. Con-
ceivably, where an indivialual is required to work under the new public service
employment provisions of the WIN l)rograln, which are to be effective July 1,
1972, the family might have no more income than they would receivoJrom as-
sistance aloi.e. This is becituse, as we read the statute, the wages from public
service enployment must be deducted dollar-for-dollar from the welfare payment
without any earned income disregard. Nevertheless, if the Deparrment of Labor
provides for a sufficiently high wage for public service employment, the wages,
even without any disregard, should be higher than the assistance 1)ayment in
most, if not all, cases.

WELFARE PAYMENTS IN RELATION TO WORK

Conceptually, welfare l)ayments with Federal matching are made to iieet sub-
sistence needs of individuals vhose resources are otherwise inadequate. They
are not payments for work. Instead, after all other resources, including income
from work, have been considered, they represent an amount paid l)ursuant to
Federal statute to over essential items for living. The HIEW regulations (45
CFR 2.33.140), issued when the Community Work and Training Programs under
section 409 of the Act expired in 1968, provide that:

"Federal financial )articil)ation will not be available in expelnditures made in
the form of payments for work performe(d in any month after June 1,968, except
under the Worv: Incentive-Programn authorized by Title IV, Part ( of the Social
Security Act, or under the work experience and training programs authorized by
title V of the Economic Opportunity Act."

The rule that payments for work are not subject to Federal matching, except
as the Congress otherwise specifically provides, has been followed consistently
since the adoption of the Social Security Act of 1935.

CONTRAST WITH OTHER WORK REQUIREMENTS

At the outset, a distinction should be drawn between payments for work and
other work requirements. This paper does not deal with the situation where wel-
fare applicants and recipients are required to take enmloyment in the regular
economy, whether in the private or the public sector. Such individuals receive
wages, pay taxes, and obtain social security credits. Their wages, of course, are
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not assistance, and there is no Federal matching. If, however, pursuant to the
State plan, including applicable provisions on disregard of earned income, these
workers do not have sufficient income to meet their needs as calculated under an
assistance budget, they may receive supplemental assistance payments. These are
payments to meet need-not payments for work-and Federal matching is
available.

The contrasting situation is where welfare recipients work and do not receive
wages, but instead receive their assistance payment. These are the payments for,
work-sometimes called work relief-for which Federal matching Is not available.

TIE SOCIAL SECURITY ACT SINCE 1035

When the Social Security Act was adopted in 1935, work relief, whereby the
poor were required to ea'rn their JI.,sistance, had existed for centuries, and| was
used in many States and localities. See Work Relief-A Current Look, p. 5, attached
to State Letter No. 586. The Act, however, in l)roviding for "old-age assistance",
"aid to dependent children", and "aid to the blind", defined these ternis to mean
"money payments". Sections 6, 406(b), 1006 of the Act. The committee reports
stated that such aid or assistance "is confined to payments in cash". H.R. Rep.
No. 615, 74th Cong., 1st Sess., 19, 24; Sen. Rep. No. 628, 74th Cong., 1st Sess., 30, 30.
Federal funds were made available for matching of expenditures under approved
State plans for aid or assistance as so defined. Sections 3(a), 403(a), 1003(a) of
the Act.

The report of the House Ways and Means Committee distinguishes the pro-
grants of aid or assistance under tl Social Security Act from -work programs.

"Work for the eml)loyahles on relief is contemplated in the work-relief bi'l; a
second vital part of the program for security is presented in this bill. The bill is
designed to aid the States in taking care of the (leplendent members of their pop-
ulation, and to make a beginning in the development of measures which will reduce
dependency in the future. It deals with four major subjects: Old-age security, un-
employment compensation, security for children, and public health. These sub-
jects are all closely related, all being concerned with major causes of dependency.
Together they constitute an important step in a well-rounded, unified, long-
range program for social security." H.R. Rep. No. 615, supra, at 3.

The report of the Senate Finance Committee is even more detailed and explicit,
making it clear that the children included under the aid to dependent children
program under Title IV of the Social Security Act are those "in relief families
which will not be benefited through work programs or the revival of industry."
S. Rep. No. 628, spra, at 17; See generally pp. 16-19.

Applying the provisions of the Act and the clear expression of Congressional
intent, the Social Security Board contemporaneously, at the outset of the public
assistance programs in 1930, took the position that payments for work are not
subject to Federal matching. The letter sent to each State upon Federal approval
of is public assistance plans stated that assistance expenditures would'not be
recognized for Federal financial participation if used for payment of wages or
compe . atiofi in respect to work done or services rendered by the individual
to whom they are granted.

This principle was consistently followed throughout the administration of the
Social Security Act and was applied whenever a specific situation was presented.
In 1954, for example, question arose as to the matchabilitt of payments made by
Pennsylvania where AFDC recipients and "essential persons" were assigned to
relief work projects. In a letter of July 30, 1954 to the State agency, Social
Security Commissioner Tramburg advised that payments made in cases where
individuals "work out"- the grants are not "money payments" under the Act for
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the purposes of computing the Federal grant to the State. He stated further that:
"The fact that the work is voluntarily performed does not change the character

of the payment if in fact the recipient in effect performs work on a project to
which he has been assigned by the Public Assistance agency in recognition of
the payment to him." I

The same result was reached regarding work performed by the "essential
persons." This position was reviewed and reaffirmed by Commissioner Schott-
land, and Pennsylvania was so advised in a letter of April 29, 1955, from tie
Director of the Bureau of Public Assistance. The Commissioner's Action Minutes
of July 14, 1958 show that Commissioner Schottland again applied this princil)le
in a tHawaii situation involving payments to assistance recil)ients who volun
teered and were assigned to work projects,

FEDERAL LEGISLATION IN THE 1960'S

The extension of AFDC to children of unemployed )arents in 1961 (section 407
of the Act, P.L. 87-31) brought into the program a group of eml)loyable persons.
HEW advised the States that there is no Federal law or departmental policy
)rohibiting any work relief project that a State or locality wishes to operate,
and a State is not obliged to provide assistance to persons who refuse to work on
relief programs. However, the longstanding definition of assistance continues to
apply and paymentss in relation to such work are not subject to Federal )artici-
pation. (State Ietter No. 483, Item 14; State Letter No. 491). This interpreta-
tion was followed by Commissioner Mitchell in connection with the work relief
aspects of New York's AFDC plan amendments to provide assistance to children
of unemployed parents. (Commissioner's Minutes of November 20, 1961, and
submittal of October 6, 1961, by the Bureau of Public Assistance).

Specific Congressional recognition of this position appears in the history of the
Public Welfare Amendments of 1962, P.L. 87-543, which added section 409 of the
Act. The purpose of this l)rovision was to change existing law so as to make;
Federal matching available, for a limited period, in payments for work, but only
if the work met the conditions specified in section 409 for community work and
training programs. The report of the Ways and Means Committee (I.R. Rel). No.
1414, 87th Cong., 2d Sess.) contains the following statements:

"Under interpretation of existing law there can be no matching as to payments
made for work by a welfare agency and such l)ayments currently are financed
wholly by State and local funds" (p. 4).

"The committee feels . . . that there must be a modification of fhe present
prohibition against Federal matching in regard to constructive State and local
work projects which stress retraining aspects" (p. 9).

"In many States, programs of work relief already operate under which employ-
able recipients of assistance (usually general assistance, a program financed
wholly from State and local funds) are giveki employment on various local proj-
ects. Your committee believes that States should be l)ermitted, if they wish, to
have community work and training programs ... as a part of the aid to depend-
ent children program... "

"... The Federal Government would particil)ate in the cost of payments made
to the employed person up to the amount he otherwise would be receiving as
assistance.. ." (p. 15).

Similar statements were made in the report of the Senate Committee on Finance
(Sen. Rep. No. 1589, 87th Cong.. 2d Sess. 3, 11).

In addition to the community work and training programs, the Congress sub-
sequently authorized work experience and training programs under combined
authority of sections 409 and 1115 of the Social Security Act, title V of the
Economic Opportunity Act and part E of title II of the Manpower Development
and Training Act.



1309d

Il 1967, the House proposed to strengthen section 409 and make it permanent
and to require that each State have the program in effect Statewide. The House
report noted that it had heen enacted In 102 for the purpose of including State
work and training programs as a (onl)onent of AFDC. H.R. Rep. No. 544, 90th
Cong., 1st Sess. 10, 103-106. The amendment was not adopted by the Congress.
In Its place. Congress enacted the entirely new concept of the Work- Incentive
Program (section 402(a) (19) and part (' of title IV of the Act), and specified in
section 204(c) (2) of P.L. 90-248 that section 409 of the Act shall not apply to any
State In any period after June 30, 19(68. Similarly, the authority for the work
experience and training programs under title V of the Economic Opportunity Act
has expired.

-The effect of these actions has been to continue and reinforce the longstanding
principle, reflected in 45 CFR 233.140, that payments for work are not subject to
Federal matching except as the Congress may otherwise specifically provide, The
only exception at the present time is the Work Incentive Program, which includes
provision for special work projects for Individuals for whom a job in the regular
economy cannot be found. As specifically provided by the Congress, Individuals
particil)ating in such projects receive a wage (financed in considerable part from
what would otherwise be their AFDC payments) and are assured that their
additional expenses will be covered and the family will receive an amount at
least equal to 20% of the earnings above the apl)lical)le AFDC payment level.
Provision is also made for institutional and work experience training for those
individuals for whom such training is likely to lead to regular employment. Par-
ticipants receive incentive payments of $30 per month and are assured that their
additional expenses attributable to l)articipation in the program will be fully
covered.

FEDERAL WELFARE REFORM PROPOSALS

Under the Federal welfare reform proposals, the President has recently reem-
l)hasized that the link l)etween employment and basic income support should be

made as strong as possible. Those recipients who can become self-supporting
should be provided both the incentive and the means to work their way to inde-
pendence. To this end, the Administration has proposed public service employment
through jobs for recipients for whom no other work or training is available. In
addition, there would be development services and administrative arrangements
to move individuals into training and employment. Thus, the Administration is
proposing greatly strengthened work measures through jobs, incentives, require-
ments and services. In no case, however, would there be work in return for
assistance.

CONCLUSION

The principle has been followed consistently under the public assistance pro-
grams from 1936 to the present time that there is no Federal funding for pay-
ments for work. except as the Congress otherwise specifically provides. The Con-
gress at all stages has recognized this principle, and now provides for Federal
funding only in carefully-structured circumstances where the individual's work
is recognized through wages, full coverage of work expenses, and assurance to
the family of added income. The Federal welfare reform proposals would rely
on jobs. including public service employment. Neither present law nor proposed
law provides for Federal funding of payments for work under which the workers
or their families receive no more than they would receive from assistance alone.
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The CHIAII AN. Governor Rockefeller thinks that, people ought to be
asked to go to work and having done that with a general assistance pro-
grain, they are asking HEW to let them pit leolle to work Mider thwir
public welfare program. I ani not sure that program lhas )eeii approved
yet. Has it been approved yet ? I understand that lias 1)een approved
now. You won't have any difficulty getting this committee to vote and I
think, really, you can get the h-Iouse _conferees to agree that-we might
have some lifliculty before the Senate but in this committee and the
House WVays and Means Committee you won't have any difficulty get-
ting a statute that States can require people to work for their welfare
money.

I agree with you, a far better answer. that would strengthen this
country rather than undermine it, would be to pay to put people to
work rather than put them on welfare. It emlbitter-s some of us who
try to help people to find that in spite of our best efforts to provide the
money that people down at HIEW keep thinking up regulations to un-
dermnilne and demoralize and destroy the work effort In this country.

Senator BENNETT. I would like to turn to the table at the end of
your statement. It is the first table beyond the end of your statement.
It shows, incidentally, the number of AFDC cases increased in a year
from 352 to 607, over 73 percent.. When you were studying this ques-
tion of work--your work program, even though you knew the Govern-
ment would not allow you to impose or to permit AFDC people to
take a part in your program, did you make any kind of an attempt
to find out how many of the AFDC people might be interested ?

Mr. MEREDITH. InI working?
Senator BENNETT. Yes.
Mr. MEREDITH. No.
Senator BENNETT. 1)O I remember that, you testified that some

AFDC people came and asked?
Mr. STOESSEn. Eight.
Mr. MEREDITI. Ohl, yes; there were a half dozen who did this after

we were using people in our county work project for our county control
welfare program, but we had had some very bad luck with about 166
cases. When we would offer them a Tob--tlhis is the employable male
head of a family

Senator BENNETr. Yes.
Mr. M1EREDITH (continuing.) An intact unit and he would refuse to

go to work and under our policy we are supposed to give him intensive
casework for 2 months before we serve notice of intent to close his
case, and then if he has continued to refuse to take a job then we send
him the llotice we are going to close the case and we will unless he asks
for a. hearing; and then it would take about 3 months to conduct
and get the hearing settled and then we cannot close the case then; we
can only take his requirements out under Federal and State policies
so" rather than getting $500 a month, that family will exist on $450
a month so the caseworkers after a while-it is pretty hard to motivate
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them to go out and find jobs for these men who are unemployed; after
they fought two or three of these battles they just gave u 1 let it
ride.

Senator B]-NNET'r. So the munler that, actually went to work for
you, the. number, of men on direct relief who went to work, was a com-
paratively small perentage of the total niinber of cases that you had?

Mi. IEREDIT11. All that we could get to work.
Senator BFNNE:'PrI'. And the rest of them were given an opportunity

and refused?
Mr. MEREDITII. Yes, sir.
Mr. SoEssFR. Well, I think the direct relief-this was the only

category that we could work with. -
Senator BENNEr'r. Yes; I understand it.
Mr. S'roEssi.:m Right; and the ones on AFDC-U, after our director

offered them work and he, as he said, we really couldn't do anything
about it.

Senator BENNETT. I amn confused. You said there were 166 cases of
males who were on direct relief ?

Mr. MEREDrIH. No; aid to unemployed fathers of dependent
children.

Senator BENNETT. I see. Of those who were on direct relief, what
proportion of those accepted your proposition or didn't you give them
a choice?

Mr. MEREDITH. We gave them the choice between a job they could
find for themselves or a job that, we would give them. We didn't give
them a choice between getting welfare or taking a job anymore.

Senator BENNEr. They were out of welfare?
Mr. MEREDITIh. Yes, sir; they could either work for the county or

find their own employment rather than stay home or find a job. We
limite(Itheir choice down to jobs, not a job orwelfare.

Senator BENNETT. Do you have any idea how many of the 607 people,
families that were on APFDC in April of last year, which is your last
statistic, had a woman who in terms of the policy we are talking about
here, would be considered employable on the basis that these are
mothers with children of 6 years old or older-no children under 6?

Mr. MEREDITH. No, sir; I wouldn't have that information available
now. I could get it but I don't have it with me now.

Senator BE'NETr. Well, I don't think it is worth the extra effort, but
I just wondered if you had it.

Mr. MEREDITH. Our whole problem of the hostility in the community
generated by these men who refused to work and this reflects over on
our people on old age assistance, aid to the blind and aid to the dis-
abled and the mother, single head of family supporting these children.
Everybody lumps this all in one big bag and really it is a smaller
percentage of the people in the caseload that are employable and if
there was some way to separate that away where we don't have to
accept this hostility, it would be very helpful to us.
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Senator BENNETT. What you are telling us is that after you insti-
tuted this work program for your direct relief males and the word
got around that some of the males on the AFDC unemployed fathers
refused to work, then there was new hostility generated In the com-
munity?

Mr. 4MEREDITh . It is-there is no equity for them when you make
people in one program work and the others sit there and, laugh at
them; they could joke about it.

Senator BENNE'r. Thank you, Mr. Chairman.
The CIIA.,,. Senator Hansen?
Senator HANSEN. I have no questions. I want to compliment the

witnesses for bringing to the attention of this committee a very
exciting concept, one that I think ought to be studied very closely by
counties all over the I7nited States.

I would say to you, Senator Griffin. and I coml)liment yoi for ar-
ranging to have thell appear here today. They have done an excellent
job.

Senator BENNETT. Beyond that., Mr. Chairman, I think this con-
cept of finding the initiative or using the initiative of the county
welfare directors to help locate jobs might )e useful to use after we
solve the question of setting ill) the categories of those on Federal
relief whom we think should )e expected to work.

The (Nitun'. Let me just assure you that you did not waste youir
time coming before tile committee. What. you had to say here. will 1)e
repeated on the Senate floor; you can be assured of that.

Thank you very much, gentlemen.
Mr. S'roE.ssEu. T'Phank von very much.
Senator GRIFFIN. I want to thank you. too, for coining down because

I know it took a lot of your time. These gentlemen, Mr. Chairman,
are not all full-time )public employees. They are involved in other
pursuits as well. I agree with you, Mr. Chairman that. their testimony
was worthwhile and I appreciate their efforts very much.

The 'ir.uu.IN. I believe we all owe vou a debt'of gratitude in com-
ing down here and supporting the position that Jobs can be found
for people.

Do you agree that if in vour county. and that is where you would
be most knowledgeable, if ve will prove ide the money you can )rovide
the jobs for anybody who wants to work?

Mr. S1'oESSEmu. Right. 'We clhecked with the various people and we
identified about 200 jobs which is more than the total number of
people that we had on AFI)C-I. They are there. The work is there
to be done but We don't have the tax dollars now, you know, to do it.

Senator BENNETT. I)id you attempt to identify jobs available to
women ?

Mr. NfElm.'nll'rl. 117e have some vomen working, single eml)loyal)les.
on county direct relief. We have residential facilities for elderl y, men-
tally retarded, this sort of thing and these ladies work out their food
orders or. you know, their grants, whatever their requirements are;
they work it out out there; but we don't make them-hire them to
work full time or even an amount to work out their needs. We try to
split up the work functions out there among all of the ladies who are
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on the load and, really, it is not a hardship to them. Most of them
enjoy it. If you ever comne up to Midland, I will take you around andshow: you."

The C1IAIw 3rAN. Thaiink you very much, gentlemen.
Mr. BNNErrT. Mr. Chairman, I just want to say we are leased with

what we heard this morning from the witnesses here and what the com-
mittee stated back as to what the problemss are. I am certainly encour-
aged that you are very aware of what the problems are and I think
this committee will come out with a bill and the House bill won't be as
we know it now. I want to urge you to include something in this bill
that will give the option to local government such as ours to carry out
the program we explained if we so desire. )on't write us out; give us
an opportunity to solve the pl)olem I)ecause we are close to the prob-
len: we are ('lose to the voter and 'we think we can solve the problem.

I think it. was pointed out this morning that information was re-
quested from HEI sometime ago and that information is still not
available. I think that is disgraceful that this committee cannot obtain
information much more quickly than what was requested and I assure
you in local government if we ran a program we would get you the
information.

The CH\AI tAN. You heard me describe in this committee room when
earlier witnesses were before us of at least two cases to my personal
knowledge, because they were my neighbors. If that amounted to 100
percent of my neighbors., indolence must exist elsewhere in the coun-
try, I would think. It's preposterous that a man could get, more money
by pretending that. he was not available to support his family, which
then is described as father absence from home, and having put them
on the welfare rolls lie then proceeds to move back in with them and live
on the welfare money that was supposed to 1)e going to the children.

You heard me explain how they could make more money that way
than they could by working. Viider H.R. 1 in my State the same people
would make twice as much as they are making now. They are already
making more than they could by 'working and they could make twice
as much as they are making now, and the Ribicoff amendment they
can make three times as much as they could by working.

Can you explain to me how you can get those poorly motivated
people into the labor force to support their children and have a major
reduction in their family income?

Mr. BE.X,-,rETT. I 'wish I could answer the question and I was waiting
for the witnesses this morning to give you an answer and they didn't.

The CJ1A1Rr3.\,,,. That is the best I could do. Mr. Conway from
Common Cause, was outraged that I even asked the question. I could
understand why that poverty program he was administering was such
a complete colossal mess. I am sorry I ever voted for it, supported it,
or ever had anything to do with it. When you had that sort of bleeding
heart type administration that cant. understand that sometimes by
being firm with people wN-ho need some leadership and some guidance
you do them a bigger favor than just by putting them on welfare so
they can spend all that. money that should be going for milk for the baby
on beer and whisky and wine instead of trying to get them to do what
would be in the best interests of themselves and their children.
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Well, thank you very much.
Senator GRIFFIN. Mr. Chairman, is HEW represented in the audi-

ence? There mutt be somebody following these hearings.
(A man rises~from the audience.)
Senator GRIFIN. I hope you are taking good notes. We want to get

answers to these questions.
VoIcE. I am taking notes.
Senator GRIFFIN. Thank you very much.
The CIIAtRAN. Thank you very much.
Mr. BENNETr. Thank you very much for inviting us.
(The prepared statement of the preceding witnesses and a commu-

nication subsequently received by the committee follows. Hearing
continues on page 1320.)

STATE VNT OF THE MIDLAND COUNTY BOARD OF COMMISSIONERS, PRESENTED BY
R. JERRY BENNETT, CHAIRMAN

We, the Commissioners of Midland County, Michigan, wish to thank you for
this opportunity to share with you, some of our viewpoints and experiences as
related to social welfare in Midland County.

First, we want to say we agree wholeheartedly with Senator Long's position
that "an acceptable welfare program must pay people to work rather than not
to work, If they are employable, and must reward marriage and responsible par-
enthood rather than illegitimacy and desertiofi" From our analysis, we further
agree with Senator Long that "unfortunately, H.R. 1 does little about the present
welfare mess, except to make it worse by several billions of dollars."

What can be done about our "welfare mess"? We certainly don't have all the
answers, lut we do know of one course of action which will decrease welfare
costs to the taxpayer and which will give a welfare recipient an opportunity to
feel better toward himself and to become a contributor, rather than just a para-
site, in our society. These are positive results. Our purpose here is to share with
you how we achieved these results rather than to intellectualize on what might
temporarily appease those who have not learned how to support themselves.

Our welfare problem in Midland County is the same as elsewhere in this
country-the rapid growth in numl)ers of welfare recipients and in welfare
costs. particularly in the categories of Aid to Families with Dependent Children
and Direct Relief (or General Assistance). Although our absolute_numbers may
be relatively small in comparison to large url)an areas, our )ercentage Increase
is about the same.

We were particularly concerned that in one year, the monthly caseload
increased: 84% for Direct Relief, 73% for AFDC and, 103% for AFDC-U. We
concluded that no society can stand these increases every year and still survive.
The question was, what to do about it.

After thinking briefly about why we have our welfare l)roblems in these cate-
gories, we discovered that, contrary to popular belief, more money to the recipi-
ent is not the answer. If it were, these )roblems would have disappeared 4 ng
ago. It occurred to us that the problem with many people on welfare is that thby
are unemployed-thcy have nothing to do of value for others. The obvious an-
swer then was to provide employment or at least have them do something of
value for society.

Based upon this philosophy. the Midland County Board of Commissioners
initiated an experimental work program in April, 1971, by passing a resolution
which directed the County Social Services Board to prepare a work opportunities
program. The Social Services Director hired a program director to coordinate
the program during its three-month trial period. Work opportunities were then
identified with the County Road Commission. City and County Parks and Recrea-
tion Departments and the County Drain Commissioner. In ,June, able-bodied, male
welfare recipients on County Direct Relief were given a choice of working for
the County and continuing to receive welfare benefits at $1.65 per hour of work
or of not working for the County and thus losing the benefits they had been
receiving. Such a program is permitted under present Michigan Legislation.
Results were Immediate.
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After two months of program operation ending July 31, 1971, the following
results were achieved with direct relief welfare recipients:

MIDLAND COUNTY DIRECT RELIEF PROGRAM FOR EMPLOYABLES

Change
June 3, 1971 July 31, 1971 (percent)

Family cases ---------------------------------------------------- 15 3 -80
Family costs ------------------------- .......----------------- $3,209 $579 -82
Single cases ----------------------------------------------------- 43 20 -54
Single costs ----------------------------------------------------- $4, 144 $2,236 -46
Man-hours work I ------------------------------------------------ 0 1,640 ..............

I Each male recipient worked for the County at $1.65 per hour-only until earnings matched weekly welfare assistance,

usually 2-3 days per week.

Midland County dircot relief 2 month cost sunimary

Direct relief cost decrease --------------------------------------- $4, 538
Work performed at $1.65 per hour --------------------------------- 2, 706
Program administration ----------------------------------------- 1, 210

Savings to county ----------------------------------------- 6, 024

MIDLAND COUNTY DIRECT RELIEF CASE REDUCTION

Reason Family Single

Private employment ------------------------------------------------------------ 7 22
Moved ..........................---------------------------------------------- 1 1
Unemployment compensation ------------------------ -- _---------------------- I ---------
Refused to work ----------- ----------------------------------------------- - 1 -..........
Back to school ........................... ................... 1------ -------- - ..............
AFDC-U ------------------------------------------------------------------------ I ..........

Total ---------------.-------------------------------------------------- 12 23

Decreases in caseload and in costs were primarily a consequence of men
asking for and obtaining private employment despite a greater than 7% unem-
ployment rate in the Midland area. Many of these men discovered they could
gain greater financial benefits by working at an hourly rate greater than $1.65/
hr. and for more than 2-3 days/wk. The men remaining on direct County relief
worked for the County by repairing park benches and shelters, clearing brush
land, making nature trails, etc.

By the middle of August, a -total of 69 direct relief cases had been reduced
to 14, an 80% overall decrease, ana-8f the-14-obtained full-time work.

MIDLAND COUNTY TOTAL DIRECT RELIEF-1971

Total
Cases costs

January ------------------------------------------------------------------------------- 227 $15 500
February.................... .. ....------------------------------------------------------ 215 15,600
March ------------------------------------------------------------------------------------ .. 16,800
April ------------------------------------------------------------------------------------------ 15,400
May ----------------------------------------------------------------------------------- 160 14,200
June -------------------------------------------.--------------------------------------- 163 15,500
July ---------------..... ....----------------------------------------------------------- 129 11,500
August --------------------------------------------------------------------------------- 140 110100
September ----------------------------------------------------------------------------- 148 16,000
October --------------------------------------------- --------- 155 14,200

Note. July and August showed the results of the work program in reducing the number of employables on direct relief.
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The most exciting and encouraging aspect of this program has been tho-posi-

tive response of the participants. These men did good work, were happy, and
inany-said they "felt better because they were no longer getting something for
nothing."

These participants seem to be gaining self-respect by working. So really in a
two month period, what did we ahicrc with a work ol)portunities program for
welfare recipients on Direct Relief :

1. Old unproductive habits of recil)ients were replaced by new productive
habit patterns.

2. Recipients gained work experience and a greater feeling of self-worth.
3. The principle was confirmed that recil)ients want to work and will flnd.their

own work, if it is to their benefit.
4. Welfare costs were decreased which was an indirect savings to the taxpayer.
5. Work was completed in the County, which otherwise would not have been

done for lack of tax dollars-another indirect savings to the taxpayer.
6. The Social Services Staff operated more effectively, and developed a better

attitude toward their work, because they could now offer incoming welfare
applicants a choice of work opportunities rather than just be harrassed for a
hand-out.

But why did the program work so well? We feel, it did so because of two
fundamental reasons:

1. We worked with, not against, a powerful fundamental principle of human
nature that most )eo)le want to feel needed, to be al))reciated, and to do some-
thing of value for others. But we recognize(d that old unproductive habit patterns
would not be easily replaced by new productive work habits without strong
l)ersonal motivation. To assist Direct Relief recipients and al)l)licants out of
their unproductive rut, our County Policy became: "no cash benefits, except at
the rate of $1.65/hr. for County work l)erformed."

2. We delegated responsibility and authority to the County Social Services
Board and to the County Welfare Director to work out the details of a work
opportunities prograin. All that we required was that they maintain a positive
attitude toward the welfare recipients, offer then a choice of AWork opportunities,
not abuse their civil rights and to be accountable for funds expended. Such an
approach not only stimulated the imagination of our welfare director but also
created in him the excitement and personal motivation to do the job.

We also recognize that the success of this County-controlled work opportuni-
ties program was due in large part to the l)artici)ating administrators having
a positive attitude toward the value of work. Their attitude was for results, not
merely activity. As a result of the excellent performance of our County Welfare
Director, the County is now su)plementing his salary to continue and expand
our work opportunities program.

In short, all concerned received benefits from this program: welfare recipi-
ents, taxpayers, local elected officials, and county welfare officials.

Because of these results we are asking you to legislate that counties be given
the option to develop and administer work opportunities programs for all able-
bodied, emnploynbe welfare recipients on federal public assistance without the
need for prior State or Federal approval. We feel that the details of how to struc-
ture such a program should not be dictated by an insensitive. non-compassionate.
massive federal bureaucracy, but left to the initiative, imagination, and respon-
sibility, of County Social Services Boards to meet their local needs.

The basic problem with present bureaucratic Federal welfare policies, as
established by the Department of Health, Education and Welfare, is that they
are based on the wrong principles. According to:

FEDERAL REGULATION 233.140

Federal funds will not be available to any State whose welfare recipients
must work for benefits.

hi ruling is indeed unfortunate. Most States will not risk the loss of federal
funds by requiring welfare recipients to work for benefits. As a consequence, the
recipient is personally damaged-he must now receive something for nothing and
is encouraged to remain weak and worthless!

Another problem with present HEW policy is that any work incentive pro-
grams must first be approved by State and Federal Agencies before welfare
recipients receiving federal funds can work. Unfortunately, HEW usually refuses
to approve state plans for County work progams. In fact after waiting for five
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months, Michigan finally received notice from HEW In Washington that a
waiver to HEW's no work policy will not be allowed for Michigan.

As a first stcp, we feel that an amendment to present welfare statutes is needed
which will give counties the responsibility to match unemployed welfare recipients
with work to be done.

We might well ask, does the Federal Government really want to eliminate wel-
fare and poverty or does it want to give federal administrators something to do?
We would like to believe the former and respectfully suggest that the following
ideas be considered:

1. That local government be encouraged to take responsibility and to be ac-
countable for solving their own particular problems.

2. That unproductive Federal administrative overhead -be eliminated by de-
centralization of authority and responsibility.

3. That a form of tax dollar redistribution be adopted with minimum restric-
tion.s to provide local governments the funds necessary to solve their social prob-
lems.

4. That people are provided a choice of opportunities for them to solve their Own
problems.

We believe a welfare philosophy based on work opportunities 'and local control
is fundamentally correct. We started a small experimental program. It was suc-
cessful. We got results.

Thank you very much for your kind attention.
The following tables illustrate welfare growth in the State of Michigan and

the County of Midland based on monthly data for the months of April, 1970
and April, 1971 in terms of cases/month and costs/month.

MICHIGAN WELFARE GROWTH

Cases per month April 1970 April 1971 Percent change

Adult I----------------- ......... .----------------------- 65,438 74,525 +14
Medical ---------------.---------------------- ---------- 168. 000 203,000 +12
Direct relief 2 ..-....................... ........................ 31,149 47,669 + 53
AFDC 3 ----------------.---.-------- _-------- -- 72,253 112,180 +55
AFDC-U- ------------.------------------------------------------- (2,903) (9,829) (+239)
Food stamps -----------------------------------------------------........... 145,917 ----------

IIncludes old age, blind, disabled, blind rehabilitation.
2 Includes employees and nonemployees.3 Includes AFDC-U.

Costs per month 1 April 1970 April 1971 Percent change

Adult ------------------------------------------ -------------- $5, 508,179 $6, 676, 091 +21
Other services 2 .........-.........................................- 1,894,529 2,483,738 + 31
Medical ---------------------------------------------------------- 20,998,205 23,651,496 +13
Direct relief ------........---------------------------------------- 4, 182, 884 6,110,594 +46
AFDC ------- _---------_-- ------.-------------------------- 14,818,061 25,380, 733 +71
AFDC-U - ----------------------.................. (789,775) (2,849,300) (+261)
Food Stamps -----------.-.....................------------- _--- 6,016,283 -------_---
Administration .................------------------------------------- 2,390,000 ...........

Cost to taxpayers ------------------------------------------ _-----_--------- 72,708,936 -----------

I Approximate Federal-State-county funding: direct relief 0-50-60, food stamps 100-0-0. all other 50-50-0.
2 Includes day care, job training, legal, emergency.

MIDLAND COUNTY WELFARE GROWTH

Percent
Cases per month April 1970 April 1971 change

Adult ------------------------------------------------ 257 347 +35
Medical --------------------------------------------------- ---- ----------- - 261 --------------
Direct relief ------------------------------------------- 3 190 -- 84
AFDC ---------------------------------------------------------- 352 607 +73
AFDC-U --------------------------------------------------------- (82) (166) (+103)
Food stamps -------------------------- --------------------------------------- 1,014 --------------

72-573 0-72 - pt.3 - 10
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Percent
Costs per month April 1970 April 197J change

Adult ----- _----------------- ------.----------------------- $21,133 $31,659 +50
O ther services ----------------------------------------------------------------------------------------------
Medical ....................................................................................................
Direct relief ---------. ..------------------------------------------ 14,600 16,135 +11
AFDC ----------------------------------------------------------- 78,600 143,986 +83
AFDC-U ---------------------------------------------------------- (23,550) (51,354) (+118)
Food stamps -------------------------------------------------------------------- 101,449 --------------

MIDLAND COUNTY BOARD OF COMMISSIONERS, MIDLAND, MICIr.-RESOLUTION

County work programs: A utilization of welfare recipients to reduce welfare
costs.

Whereas, the performance records of federal, state and local agencies show
continuous increases in the number of welfare recipients, in welfare costs and
consequently, in taxes, and

Whereas, welfare hand-outs are an appallingly tragic misuse of monetary re-
sources, and

Whereas, programed and forced idleness of welfare recipients is a cruel insult
destructive of the individual and a shameful neglect and abuse of human re-
sources, andWhereas, maintenance and beautification projects are often left unfinished or
uninitiated in every county in the nation, and

Whereas, county-controlled, work-opportunity programs'will decrease the num-
ber of recipients on welfare, will decrease welfare costs, will accomplish county
work projects without increasing taxes, and will allow welfare recipients to earn
self-support and self-respect, and

Whereas, federal welfare agencies prohibit employable, recipients within the
Aid, to Families with Dependent Children (AFDC-U) program from perform-
ing county-controlled work assignments in return for aid received: Now, there-
fore, be it

Resolved, by the Midland County Board of Commissioners, That wractively
work for the amendment of present federal welfare statutes and proposed welfare
bills to provide that each medically-approved, employable welfare recipient on
federal public assistance shall perform available work as designated by an elected
county government without the need for prior approval by a state or federal
agency; and be it further

Resolved, That we seek the support of all counties, Michigan Association of
Counties, National Association of Counties, and our congressional representatives
in a united endeavor to give local government the means to solve local problems
and to achieve results in helping people through this amendment.

Adopted this 3d day of August, 1971.
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MIDLAND COUNTY BOARD OF COMMISSIONERS,
Midland, Mich., January 31, 1972.

To: Hon. Russell B. Long, Room 2227, New Senate Office Building, Washington,
D.C. Attn: Mr. Tom Vail.

Re Testimony by Mldlajid County before the Senate Finance Committee on Janu-
ary 26, 1972.

We wish to thank you for the opportunity to testify before your Committee on
January 26, 1972. We were impressed by the vast amount of testimony you are
listening to, and your sincere desire to reform our welfare system to benefit all
concerned. We applaud your efforts and have gained renewed faith in our legis-
lative process.

You in Congress, and we in the counties have a common problem-the perma-
nent, entrenched Federal bureaucracy, the Department of Health, Education and
Welfare. We find it shocking that a Senator on your Committee and a past
Secretary of HEW, cannot even receive requested information from HEW within
a year. Our question: "Who runs our County, the clccted Congressional rep-
resentatives or the appointed, civil service bureaucrats?"

In an effort to return democracy to the people, in the form of responsibility and
-authority, we respectfully reemphasize the following points:

1. That HEW be allowed to administer only the caring of handicapped persons
(mentally or physically), i.e. pcrmancitt welfare cases and that the Department
of Labor be directed to administer the employing of employables, i.e. temporary
welfare cases.

2. That HEW regulation 233.140 be rescinded and section 42 U.S.C. § 602(a) (1)
be changed so as to allow counties the option to provide work opportunity pro-
grams for all able-bodied, employable welfare recipients on Federal public as-
sIstance.

3. That Federal participation in welfare programs be limited to establishing
uniformity of financial standards for the States and that details of operations
of these programs be left to the counties to fit local needs.

The question Is: Who will introduce the needed legislation and when?
We believe, if people are provided a choice of guaranteed work opportunities,

rather than guaranteed income, and the attitude is promoted for them to work
at solving their own problems, then much of our present "welfare mess" will
vanish. Possibly more fundamental is that today's prevailing attitude of "some-
one will always take of me" can be replaced by "I have the responsibility to take
care of myself". Such a change would be very beneficial to each of us individually
and to our Nation collectively.

We sincerely hope we have been of service to you. After reading your addresses
on the Senate floor, "Welfare Reforni-Or is it" and "The Welfare Mess: A
Scandal of Illegitimacy and. Desertion", we are proud to say: "Right on !"

Respectfully,
R. JERRY BENNETT, Chairman,

Board of Commis8ioners.
P. RICrARD STOESSEB, Chairman,

Public Services Committee.
H. M. MEREDITH, Directbr,

Social Services Department.

The CHAIR AN. The next witness will be Mr. George Welch, Area
Resources Improvement Council.
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Senator GRIFFIN. Mr. Chairman, these witnesses are here from Mich-
igan at my request also. They have a very interesting story to tell.

The CHAIRM AN. I hope they can offer something as constructive as
the previous witnesses.

Thank you very much, sir.

STATEMENT OF GEORGE A. WELCH, AREA RESOURCES IMPROVE-
MENT COUNCIL, BENTON HARBOR, MICH., ACCOMPANIED BY 3.
HOWARD EDWARDS, EXECUTIVE DIRECTOR, ARIC; ROGER
4JURRY, EXECUTIVE VICE PRESIDENT, TWIN CITIES AREA CHAM-
BER OF COMMERCE; AND ANDY TAKACS, DIRECTOR, GOVERN-
MENT AND URBAN AFFAIRS, WHIRLPOOL CORP.

Mr. WELCH. Mr. Chairman and members of the committee, my
name is George Welch. I am rep resenting the Area Resources Im-
provement Council of Benton Harbor, Mich. This council is a nonprofit
corporation comprised of the chief executive officers of 30 leading
businesses and industries in the Twin Cities area of Berrien County
concerned with community problems and development.

I have three associates with me whom I should like to introduce.
The first, on my immediate left, is J. Howard Edwards, executive di-
rector of the area resources improvement council. Second, on my
right, is Mr. Roger Cnrry, executive vice president of the Twin Cities
Area Chamber of Commerce. His organization has been involved in
this development of an industrial park and is currently engaged in
several manpower development programs. Third, on my far left, is
Andy Takacs, director of government and urban affairs, for the Whirl-
pool Corp.

Like Mr. Takacs, I am employed by Whirlpool Corp. of Benton
Harbor, Mich., as a special assistant in urban affairs. I will be testify-
ing today on the welfare problems in Benton Harbor, with specific
comments on H.R. 1, and will call upon my associates for appropriate
response to questions.

This testimony is based upon facts and direct experience which
have been developed from our involvement in community problems
since riots swept through Benton Harbor in late summer 1966. We
have taken the means available to us to document our case. My inten-
tion by this testimony is to share with the committee the background
information. I will depart from the text and just quickly sketch some of
the characteristics of Benton Harbor.

It has been indicated by Government officials, with whom we have
met, that Benton Harbor represents a true microcosm of the welfare
problem in America and our comments today will be focused on that
experience in Benton Harbor.

Benton Harbor is a relatively small town with a population of
19,136, down 2,655 since the 1970 census. Typical of other cities, the city
now reflects a black majority of 60 percent and some estimate as high
as 80 percent, but an increase from 24 percent in 1960.

Thirty-eight percent of the city's population receives some form of
public assistance; 33 percent represent the AFDC caseload or one-
third of the city's total population. The 38-percent welfare popula-
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tion in Benton Harbor is the highest per capita caseload among cities
in the United States, to the best of our knowledge, more than twice that
of any of the 20 major cities in the Nation.

Benton Harbor is second only to Detroit in our State in rates of
crime, illegitimate births, unwel mothers and educational disadvan-
taged. The recent experiment undertaken by the State of Illinois to up-
grade welfare recipients has shown indications of increase in recent
welfare arrivals in Berrien County from Chicago. Currently, the un-
elnployient rate in this area of southwestern Michigan is 7.2 percent,
with Benton Harbor's estimated at 15 percent. This does not include
AFDC heads of household. The housing stock in Benton Harbor is
estimated 25 percent major substandard and dilapidated-this, in
view of the fact that the city percentage was the same in 1963 when it
launched a major slum clearance program. For the past 2 ears avail-
able vacant housing units compressed to less than one-half of 1 per-
cent or fewer than 12 dwelling units in the city, but the caseload kept
rising during the same period by an estimated 10 percent of additional
families into the city.

Like many other cities across the Nation, Benton Harbor is
virtually bankrupt. It can no longer provide the needed services for
an increasing dependent population. With nearly 40 percent of the
population receiving public aid and a third of them on AFDC, Mich-
igan has been generous in its concern for people and rightly so, but
Benton Harbor is a city destroyed by the welfare system. We believe
we can draw some helpful conclusions to be considered in overhauling
this system from the experience of our community-some, we believe,
could be embodied in the legislation being considered by this
committee. -%

No. 1. The sheer blindness that a city is allowed to be disastrously
overburdened with a welfare-dependent, migrating population. In
this period of comprehensive planning, a survey of local resources
should indicatU the reasonable limits that municipalities and counties
can service and accommodate for those in need. Lack of adequate hous-
ing, jobs, classrooms, and municipal services are certainly reasonable
indicators in these matters, but it is obvious that limits must be estab-
lished if, in fact, cities are to survive.

No. 2. The management of the welfare system is lax and is lacking
in flexibility. The paradox of this statement lies in the fact that we
are unable to detect any administrative relief by the rulebook in what
is admittedly a desperate plight created by the welfare system, and yet
the inmigrating caseload has increased approximately 10 percent dur-
ing the past 12 months and by establishing residence in a city which
has less than 12 vacant houses available for occupancy.

No. 3. We caDnot see how the regulation which permits a stepfather
with sufficient income to disclaim any financial responsibility for the
children of his spouse, and therefore continues her eligibility under,,
AFDC to receive public funds can possibly serve the public interest.
We cannot agree that the regulation which permits recipients of public
aid to refuse to accept work when it is available and within their capa-
bilities serves the public interest.

We cannot agree with the income-disregard formula which provides
higher income to induce the welfare recipient to take a job for the
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same work performed by a willing employee doing the same work, is
in the public interest.

No. 4. The disparity in grant allowances between the States is a
factor in the promotion of welfare migration, high unemployment, and
inadequate housing. Also, climatic extremes characterize -our area in
the Midwest. We must conclude in the face of these hardships that a
migrant population is attracted to Michigan for the economic ad-
vantage of its welfare program over the States of origin. With the
heavy concentration of the welfare population in Benton Harbor-
38 percent--we must recognize the development of a welfare popula-
tion which has dislodged and displaced the working people of the
city.. We recommend (1) that cities and incorporated area with compre-
hensive plans be limited to a welfare population not to exceed 10 per-
cent of the previous census to avoid overloading demands on resources
and municipal services; (2) that a residency requirement be provided
to ensure the local capability to maintain sound standards and provide
an adequate level of services; (3) that there be provisions for an an-
nual review of regulations by the appropriate committee(s) of Con-
gress to insure their compatibility with the congressional intent of
that legislation; (4) nationwide, uniform, minimum standards to im-
prove Federal-State relationships with State option for administra-
tion of programs; and (5) we oppose the guaranteed annual income
provision as a disincentive to work and.an additional burden to
working families and taxpayers. We endorse the concept of a job
opportunity.

We support the provisions for work registration, comprehensive and
coordinated work training programs, a national job bank and a flex-
ible program of public employment to meet the fluctuation of the job
market. We have constructed a childcare center with private funds
in Benton Harbor in response to public statements of this need as a
barrier to accepting work by mothers of AFDC families. We support
childcare programs for working mothers and we are on record in
this support.

We recommend that provision must be made by which families will
pay some portion of the care of their children from their income, no
matter how n.odest that amount might be.

I want to focus for a few moments on the problem of illegitimacy.
Much has been said of the relationship between illegitimacy and we-
fare and I believe we can shed some light on the fact of this problem.

It is my strong belief that if anything should be done to curb the
welfare problems of future generations that an incisive cut must I*
made into the accepted practices of illegitimate births, especially as
condoned and supported by public funds, for illegitimate births now
pose an exponential rate of increase in the NYation.

Unless these practices are reversed,, future generations will suffer -

the costs, social stigma and other burdens. Without wrestling with
this problem and acknowledging that it confronts us with a funda-
mental problem of the future population of this Nation, we cannot
hope to relieve the problems of poverty, solve the problems of inade-
quate education or reverse the trend of increasing dependency, but
the question before us is whether there is a supportable charge in the
relationship between dependency and illegitimacy.
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In the case of Berrien County, it should be noted thai illegitimate
births more than tripled from 1960 to 1971-107 to 384. This is based
on the census of three major hospitals in the county. Compared with
the service hospital from Benton Harl)or, illegitimiate births range
from 36 in 1960 to 229 through 1971, a 500-percent increase. Twenty-
five percent of the total del iveries in this hospital in 1970 were illegi-timiate.

The dramatic imnigration of welfare families into Benton Harbor
from other counties and States compounds the illegitimacy load. For
example, in the past year 118 illegitimate children were born in the
city hospital. In addition, some births are recorded in the county
hospital which figures are unavailable to us.

As further example, 34 families with illegitimate children joined
the city population in the caseload from other places just this past
month. We conclude that the AFDC caseload which comprises one-
third of the city's population must. contribute to the ise in illegit-
imate, births. Confidentiality a'nd sensitivity prohibit a total por-
trayal of details. Any other conclusion can only placate or rationalize
a controversial subject.

What is of equal importance is the fact that all of these children
will most likely attend the public schools. We have been told by the
county health director that over 50 percent of the illegitimate births
in Berrien County result in congenital mental retardation and these
children cannot be expected to be functionally equipped to cope with
any normal educational program due to deficiencies in the area of
human development, and other life problems follow in logical sequence,
of which the committee is most certainly familiar. Suffice it to say that
public supported and l)ermitted illegitimacy creates the reason for the
natural parents to avoid marriage and its 'elated responsibilities, im-
pales the child with a lack of identity and, in one case out of two in
Berrien County creates a child consigned to an unequal chance in life
through no fault of his own.

These data clearly show that illegitimate births are on the increase
among females in the earlier years, as low as 11 years of age. In these
instances we must be talking about birth-control programs rather than
family planning, which is receiving a great deal of attention and
properly so. The greater bulge is in the age bracket 16 to 19, where
family "planning might be considered, but we believe it should be
made mandatory since mothers under 18, at the present time, are
automatically eligible to be added to the grant of their parents.

Finally, ol this subject, multiple births which are illegitimate are not.
an uncommon occurrence and as long as the unrestricted grant pro-
vision exists, the examples also exist of mothers who will bear illegiti-
mate children for that purpose alone, despite statements to the con-
trary.

Records show, for example, that. many cases of repeated illegitimate
births, or gravida, mount as high as 8 children by the same mother, all
at publicc expense. These practices and the consequences to these lives
are eroding our institutions, posing special human problems which we
are simply unable to meet, and destroying the morale and will of the
people throughout the area.

We recommend that the committee give most serious consideration
to include in the new standards a limit on the number of illegitimate
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children per family, with further requirements that it be mandatory
that the mother participate in family planning programs and the
father be identified for the purpose of enforced child support.

We appreciate this oportunity to present these views to the com-
mittee. Because of the time limitations, we should like to submit addi-
tional information to the committee before the record is closed.

The CHAICrAN. Well, I want to say to you, Mr. Welch, that it is
refreshing to hear somebody appear before the committee just as the
previous witnesses from Michigan appeared who have some contact
with the mainstream of the thinking in the United States and who
demonstrate a little commonsense. We have heard some awfully ridicu-
lous pro ls made to this committee.

Any further questions, gentlemen?

Senator BENNETT. I was just going to say these, last two witnesses
are probably more valuable to the committee than a dozen others we
have been hearing today and the last few days. They get right down
to the problem.

Senator HANsE-N-. The only question I have, Mr. Chairman, is this:
Let me join with the chairman in congratulating you on how re-

freshing it is to hear people who have come to grips with some very
perplexing and difficult problems and have taken such a realistic posi-
tion as is obvious by your excellent statements.

With respect to limiting the number of illegitimate births per:
family, it is your-recommendation that that be accomplished by making
it mandatory that the mother participate in family planning pro-
grams?

Mr. WEr.cii. Yes; I think in our area, Senator, we have launched
planned parenthood programs and family planning clinics; they are
beginning to show some productivity to this end and it would help
us in our problems greatly if these people would be. required to do
that.

Senator HANSEN. Your feeling is that in the case of a number of
people if they knew more about family planning there would be an
automatic curtailment of the number of illegitimate births; is that
your response?

Mr. WE.cIT. It. would help. What am I really also getting down to
is there must be some limitations placed on the economic incentive as
well as the srevice and supportive programs to further promote illegit-
imacy. Now, obviously, this is a very sensitive social program.

Senator HANSEN. I agree.
Mr. WELCH . The problems are highly debatable. However, in a

community that is so overburdened and all of these youngsters are, oing to grow up in one situation, go to one. public school system,

which, incidentally, has only one high school, and has the many life
problems that surround the future lives of these youngsters as they
grow into adulthood just simply is an overwhelming problem for us
to try to cope with, to solve.

We don't think that it is a solvable kind of problem because it
takes special kinds of education to treat with the deficiencies subject
to the mental retardation.

Additionally, I think it would be important-if at all possible, to come
to grips with the limitation of the numbers in the family that would be
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permitted to be supported by the use of public funds. I do not know
what that precise answer is,'but it does pose a serious problem in our
community where rel)eated, multiple births to the same mother under
the same circumstances by the practices and procedures we have heard
all day long in testimony, are going on; there is no question about it.

Senator HANSEN. Thank you, Mr. Chairman.
Senator GRIFFIN. 'M r. Chairman, I have heard this story presented

several times. The witnesses have abbreviated their presentation in
order to stay within the committee's time allocation.

Benton Harbor has, as these witnesses have indicated, the most'seri-
ous kinds of welfare problems. Yet with enlightened public officials
and enlightened support from the private sector the community has
worked long and hard to get the facts and information necessary to
do something about these problems.

As the chairman has already commented, unlike the large cities, it
has been possible in Benton Harbor to get the details on individual
and community problems. Through the efforts of public spirited citi-
zens, I believe more. information is available on the nature of Benton
Harbor's welfare, problemss than almost any other community in the
country. If some of the people in the ivory tower down at HEW
really want to find out what the welfare problem is all about, they
ought to go to Benton Harbor and spend some time studying the situa-
tion because by doing so they could find out what the problem is all
about. There was some talk in the last session about some demonstra-
tion cities whereI HEW would permit different approaches to the
welfare program. Benton Harbor would have been an ideal place to
fund an experimental program. Demonstration grants would allow
communities to do some of the things that they know ought to be done
but which cannot. be done because of the archaic rules and regulations.

I am pleased that soi6u of our community leaders have come before
the committee and I hole that, some of their recommendations will find
their way into legislation.

The CHAIRMAN. Senator, what you have said here prompts me to
ask the witnesses about one further matter and to get their reaction
to it.

If you were in the room earlier today, you heard this talk about
fraud. Now, the best I can make of it, no State has been provided with
sufficient investigators and if they had them--EW regulations would
not let them adequately investigate these cases to find out what per-
cent is fraud and what percent is not. For example, it is my under-
standing that before you can ask the next door neighbor about the
situation in a family, HEW regulations require that you get the
person's permission which would just be about like saying you can't
investigate a thief before you first get permission of the thief to in-
vestigate him. They don't. do that if somebody is not paying his taxes;
you don't have to get his permission to start inquiring into his affairs;
they just show up and start asking questions and even hand you -
subpena to produce all your personal records.

Now, what is your reaction to this situation, what percentage of
those people that you have on your rolls do you feel, for one reason
or another, shouldn't be on there?
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Mr. EDWARDS. In talking with State Senator Charlie Zoller, the
other day, he indicated from information that he had obtained that
he felt approximately over the State 15 percent and he quoted this
figure in spite of the fact the head of the State Social Services De-
partment testified there was less than 1 percent.

In our community, Mr. Chairman
The CHAIRMAN. You understand, I am not talking about people

who are breaking the law; I am talking about people who are on the
rolls who really, by any common sense standards, shouldn't be on
there?

Mr. EDWARDS. I don't have an exact figure on that, but I would sus-
pect from some of the information that we have obtained, I was goingto explain to you, Mr. Chairman, in Benton Harbor we supplied
additional people to the friends of the court operation in Benton Har-
bor, and we also have supplied for the county an assistant prosecutor
to investigate cases of lack of support from the father in divorce cases
as well as in paternal cases. About 25 percent of those illegitimates
occur on our rolls turned out that we could get payment from them
and last year we collected nearly $2 million from fathers whose chil-
dren were on ADC and they were failing to make payments.

My estimate is if you want to say how many I think are on there
that'shouldn't be on there, I would guess somewhat in the 10 percent
category and this is a guess; but the talk that occurred here earlier in
the committee that said only 5 percent and 95 percent good, I just can't
believe that at all.

The CIIAIR-MAN. So, in other words, you are telling me that it is Your
impression in the illegitimacy cases if you really make the effort that
you can obtain some support payment in about 25 percent of that
caseload?

Mr. EDWARDS. That is correct.
The CmIAI-MAN. Those who are illegitimate.
How about those who are described as fatherabsent from home

under this chart here I where the fellow was simple described as being
divorced or legally separated but not deserted? What percent do you
think might be able to obtain support or separated without court
decree?

Mr. EDWARDS. I can't give you any figures but in our recent ffieetings
we had the friend of the court over and he cited several cases where
the father testified it was better for his family if he left the family and
deserted them. It was higher than represented here but I am sorry I
can't'give you the exact figures.

The GrAIRMAN. If in case of illegitimacy you are able to get some
money out of the father in 25 percent of the cases, wouldn't it stand
to reason in cases where the father was married you would get a higher
percentage returning than that?

Mr. EDWARDS. I would certainly think so. Mr. Welch, I might re-
spond from a report. I just got from the prosecutor's office in Berrien
County before coming down here a couple of days ago and I might
just read one sentence, if I may, which may shed more official light on
this.

See chart on p. 824.
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This is under the support team that. is in the prosecutor's office. Their
annual rel)oit states:
Il the area of child support, the team interviewed some 1,170 clients during

the year, which interviews resulted in the initiation of 420 family support and
paternity actions, and approximately 100 URESA )roceedings-"

The (?i~xI.\x. Approximately wvhat?
Mr. WEL('lr. I RESA proceedings. It, is an exchange across county

and State lines into the jurisdiction of other States authorized to go
after the father who has crossed those lines for official actions.

The CTIhaM.\N. Tiht is the uniform reciprocal support we are talk-
ing about now.

Can you tell me in what percentage of those cases he succeeded in
getting sl)l)ort for those-from those fathers?

Mr. WEix'iI. I would have to take a moment and sketch through here.
Iam not familiar with the report.

The CIA r-AN. lie wouldn't have filed the action if he didn't think
he would get some money ?

Mr. WELch. Perhaps I should read on:
In addition, several hundred referrals were made to the Friend of the Court

in cases where it was felt more al)prol)riate action could l)e undertaken by that
department. As a result of these actions, money judgments have been ol)tained
in weekly amounts as follows: Family support actions, $5.450.00; )aternity,
1.340.50; and actions under the enancil)ation of minors act, $512.00. Thus, as
of the end of the year, ju(gments are now on the hooks of Berrien County as a
result of actions of the support team in the amount of $7,302.50. On a 100 per-
cent collection basis, tiese judgments would produce aI)I)roximately $380,000 per
year of revenue to offset the current amounts being paid for ADC and other
forms of support.

The -Cit.rzx N-. Would you make that recoild available so it could
be printed with the record of your testimony?

Mr. WELCH. Yes, sir.
(The report follows:)

COUNTY OF BERRIEN, OFFICE OF TIE PROSECUTING ATTORNEY,
St. Joseph, Mich., January 21, 1972.

SUPPLEMENTARY REPORT TO PROSECUTING ATTORNEY'S REPORT FOR 1971 OPERATIONS
OF WEI.FARE SUPPORT AND FRAUD UNIT

We are happy to present this report of the activities of the Prosecutor's
Special Welfare Support and Fraud team for its first year of operations. It can
hardly be disputed that the operations of the support and fraud team for the
year 1971 have resulted in unprecedented success in both of these previously
neglected areas.

SUPPORT

In the area of child support, the team interviewed some 1,170 clients during
the year, which interviews resulted in the initiation of 420 family support and
paternity actions: and approximately 100 URESA )roceedlings. In addition, sev-
eral hundred referrals were made to the Friend of the Court in cases where it
was felt more appropriate action could be undertaken by that department. As
a result of these actions money judgments have been obtained in weekly amounts
as follows: Family support actions $5.450.00: paternity, $1,340.59; and actions
under the emancipation of minors act, $512.00. Thus, as of the end of the year,
judgments are now on the books of Berrien County as a result of actions of the
support team In the amount of $7,302.50. On a 100% collection hasis these judg-
ments would produce approximately $380,000.00 per year of revenue to offset
the current amounts being paid for ADC and other forms of support In Berrien
coutity.
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While it is unrealistic to anticipate that 100% of these-Judgments will be col-
lected, we believe the first year's operations demonstrates that great progress
is being mad towards that goal. During 1971, while only a part of these Judg-
ments were in force, the actual collections of support rebated to the Depart-
ment of Social Services increased by 99% over 1970 to 369,355. In 1970 the total
child support collections were $185,556.000 on an ADC caseload of 2,748. In 1971
the case load increased by 15% to 3,160. Assuming that this caseload would
have resulted in 15% more collections under normal circumstances, we can
project that collections during 1971 without the support unit would have
amounted to approximately $213,000.00. Therefore it is apparent that additional
collections directly due to the efforts of the support unit approximately $156,-
355.00. In addition, to the support collection, as will be further noted herein-
after, collections were made in restitution of amounts fraudulently received in
the amount of $4,642.00. Therefore the total aggregate of the funds received
directly through the efforts of the support and fraud' team during 1971 was ap-
proximately $161,000.00. It should be noted that the actual expenditures in the
program during 1971 were $28,290.00. Therefore, for every dollar spent on the
program this year the net return was $5.69. We feel this by itself indicates
that the program Is working well and that the future is bright for this type of
approach to the welfare program.

FRAUD

The second aspect of the Support and Fraud Team as it was originally de-
signed is investigation and' prosecution of welfare fraud cases. During the year
1971 the team has spent a substantial amount of time reviewing fraud com-
plaints which were forwarded after initial investigation by the Department of
Social Services staff. Of some 400 cases reviewed by the I)epartment of Social
Services for possibly welfare fraud, 114 were actually referred to the team.
After additional review by the Prosecuting Attorney's staff 61 of these cases were
referred back to the department with the recommendation that restitution be
sought. Thus far, these cases have produced $4,642.35 in restitution and addi-
tional amounts will be forthcoming. Of the balance of the cases 53 warrants for
various types of welfare fraud were issued by the office of the Prosecutor. As
of this writing, 24 of these cases have gone to Court with only 2 acquittals. Of
the balance of the cases, 13 warrants remain outstanding by virtue of the in-
ability to serve the Defendant, 6 are awaiting trial. 10 have been disposed
of through agreements on restitution or otherwise. While the overwhelming
majority of welfare recipients are honest and have never been involved in any
fraudulent activity, there still remains a significant number of people who at-
tempt to take advantage of the system. It is our hope that these levels can be
kept at an absolute minimum and to this end we feel that the efforts of the
welfare support and fraud units have been extremely successful thus far.

FUTURE OF THE PROGRAM

In 1972 the unit will be increased in size with the addition of one half-time
Assistant Prosecuting Attorney. This, coupled with the centralization of all
activities of the team in the offices of the Department of Social Services and
others will allow greatly for the expansion of services of the team next year.
Among these additional services will be efforts to investigate and prosecute
child neglect in welfare families, assistance to the Department of Social Serv-
ices and Health Department in housing problems and general legal consultation
within the Department of Social Services itself.

The undersigned wishes to commend Wesley Bowerman, Director of the Ber-
rien County Department of Social Services, and' his fine staff, together with
the members of the Welfare Support and Fraud Team headed by Mr. Ronald
R. Moses during 1971 for their excellent cooperation which has brought about
the results indicated in this report. Only with such cooperation and diligent
effort can the program continue to grow and we have high hopes that the year
1972 wil produce even greater results from this undertaking.

Respectfully submitted,
RONALD J. TAYLOR,

Prosecuting Attorney.
The CHAIRMAN. Fine. So that would indicate that that county, those

1,170 cases, would you mind repeating that? What does that refer to?
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Mr. WEIacn. The interviews of 1,170 clients that would be in the
suppol, area.

Senator BENNF''r. They are the mothers or the fathers?
Mr. WVELCI[. TIiis would be-these would be the fathers, quite active

in chasing the fathers for the purposee of obtaining the support.
Senator BENN '1r. Yes.
The CII,\IRIAN. Right.--......--

Well, that is what I think ought to be done. I take it from the fact
that vou are doing that,, you agree that before you put the family on
the rolls to pay out the taxpayers' money for a lifetime, to raise some-
body from age first (lay ulp to age 18, the first thing you ought to do is
to see if you can find who the father is and if he won't agree to pay the
support of his child, you ought to sue him and have him declared to be
the father and ordered topay.

Now, are you aware of the fact today that it is just a standard
operating )rocedure to just put the people on the welfare rolls and
let the poor people, the taxpayer, pay for a. lifetime of that?

Mr. WELCh. Senator, one of the great shortcomings which has
caused us to become so involved in these problems is the total lack of
any effective enforcement program so that these investigations and
pursuits can be made so that the laws are carried out. It is our view
if the law is on the books the people ought to be covered by those laws.

The CIiAiRitiAN. Now, you are making reference to a total lack of
any enforcement program?

Mr. WELCI. I am saying that as a general statement, and certainly
I could stand to be challenged on any specific area, that somebody had
better acknowledge but if general

The CHAIRMAN. By whom now? Who has a,total lack of enforcement
program ?

Mr. WELCIL. Well, we feel that the enforceability of the laws for
which the welfare program exists simply is caught up in those things,
in the regulations that presently apply, defy any reasonable and prac-
ticable solution. Now, we dire faced with the previous testimony that
indicated, and the language that I operate by, as well as we've been
told, and it goes like this: There can be no requirement made of any
person as a condition for his public assistance. You cannot require
anybody to do anything under that stipulation.

Now, if you can't require people to do anything, they can, in effect,
do lots of things, some of them that may even be -against the public
interest in any given community, and the procedures that are so lengthy
to make any progress, where I'EW funds, for example, cannot be used
for investigative purposes. Investigation after the fact is subject to
local costs if it is to be done at all and, therefore, with the great burden
of costs on taxes and budgets around areas of government, as a practical
matter, those investigations just are never made; so there is no way
of catching up with them.

The CHAIRMAN. Well, now, as a practical matter, the existing wel-
fare program, and the administration so testifies, is subsidizing ille-
gitimay; it is subsidizing family breakup; it is subsidizing desertion;
it is subsidizing all forms of-corruption.

Senator BENNETT. Including perjury.
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The CirAIRMAN. Including perjury; it certainly is subsidizing lying.
It is probably the greatest cash program to subsidize lying that the
mind of man ever invented.

Now, 1IEW admits -all that because that is the program they are
presently administering. They helped to make it that way but now they
want to spend twice as much money on the same thing so they call it
reform.

So far as I am concerned, I am willing to vote any amount of money
to pay people to work or provide them with that opportunity. I voted
for bills the President vetoed along that line and I am willing, to work
out however we can to provide people with an opportunity to work.

But isn't this correct: To 'be fair about it though, if we just put this
whole burden on the Federal Government to pay all of this, and double
the benefits, that it will wind up costing the taxpayers a fabulous
amount of money up until we just have a taxpayer revolt and vote out
of office all the people who voted to make it that way?

Mr. EDWARDS. Mr. Chairman, the present task looks rather mild
compared with the higher payments.

There is another problem that is serious; it is especially serious in
our community. The Federal Government is subsidizing the mainte-
nance and continuation of the use of substandard housing throughout
the entire country. Any house in any condition without plumbing, as
you mentioned, Mr. Chairman, earlier, gets the maximum living al-
lowance and we have the same situation where landlords are papering
over the cracks and painting over the rotten wood and it would appear
to me to be a great consideration for this committee .as welt as for
Congress itself that we are subsiding substandard housing and thereby
perpetuating the system We are trying to allow these people to escape
from.

The CHAIRMNAN. In other words, if you don't want people to be living
in substandard housing you should t be paying a rental allowance
that-based on the theoiy that would pay for decent housing, I mean,
if they a.re in fact in substandard housing.

Mr. EDWARDS.-I would hope you would add to the bill that any rental
payment or payments for living quite s would require that from the
local zoning board they had certification that it met the standards of
zoning for the community..

Senator BENNE!rr. unfortunately, that is in the jurisdiction of an-
other committee. I serve on the other committee and I am happy to
take notice of what you say.

The CIAIRMAN. Well, thank you very much, gentlemen.
(Mr. Welch's prepared statement follows. Hearing continues on

p. 1344.)

STATEMENT FOR TIE AREA RESOURCES IMPROVEMENT COUNCIL, PRESENTED BY
GEORGE A. WELCH

My name Is George Welch. I am representing the Area Resources improvement
Council of Benton Harbor, Michigan. This Council is a non-profit corporation
comprised of the chief executive officers of thirty leading 'businesses and induLs-
tries in the T;in Cities area of Berrien County concerned with community prob-
lems and development. I have three associates with me whom I should like to
Introduce. The first is J. Howard Edwards, Executive Director of the Area
Resources Improvement Council. Second, Roger Curry, Executive Vice-President
of the Twin Cities Area Chamber of Commerce. His organization has been in-
volved in the development of an industrial park and Is currently engaged In
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several manpower development programs. Third, is Andy Takacs, Director of
Government and Urban Affairs for Whirlpool Corporation. Like Mr. Takacs, I
am employed by Whirl)ool Corp)oration of Benton IIHarbor, Michigan as a special
assistant in urban affair.,. I will be testifying today on the welfare l)robleis in
Benton Harbor, Michigan with specific comments oi It.R. 1, and will call upon
my associates for al)propriate response to questions.

This testimony is based upon facts and direct experience which have been
developed from our involvemnent in community problems since riots swept through
Benton Harbor in late sumner, 1966. We have taken the means available to us
to document our case. My intention by this testimony is to share with the Coin-
mittee those'facts and experiences which have been developed, and to make
pointed comment on the proposedI legislation contained in H.R. 1:

CHARACTERISTICS OF BENTON IhARBOR, -MICII.

Several statements can be made which characterize the City of Benton Harbor
which are extremely serious for the well-being of the future of this city. Trends
of deterioration have been in motion-for the past decade, and within recent years
have accelerated in their rates of increase. The following statements can be
supported in fact, and I will not attempt to interpret their meaning in this dis-
cussion. The 1960 Census of Benton Harbor was 19,136; the 1970 Census was
16,481. During the period when the city's population declined by 2,655 by census,
the racial composition of the city reversed and now reflects'a black majority of
60%. The City of Benton Harbor has 388% of its Polulation receiving somne form
of public assistance. In May, 1971, a study by the Michigan Department of Social
Services showed 5,041 persons in Benton Harbor as AFDC recipients. Sixty-six
percent (66%) of the Berrien County AFDC caseload resides in the Benton
Ha rbor School District. The 38% welfare population is the highest welfare load
per capita among cities in the United States, being more than twice that of any
of the twenty major cities in the nation. Benton Harbor is second only to Detroit
in our State in rates of crime, illegitimate births, unwed mothers and educational
disadvantaged. The recent experiment undertaken by the State of Illinois to
up-grade welfare recipients has shown indications of increase in recent welfaTe
arrivals in Berrien County from Chicago. Currently, the unemployment rate in
this area of Southwestern Michigan is 7.2%, with Benton Harbor's estimated at
15%; this does not include AFI)C heads-of-household. The housing stock in
Benton Harbor is estimated 25% major substandard and dilapidated; this, in
view of the fact that the city percentage was the same in 19 3 when it launched
a major slum clearance program. Like the major population centers across the
nation, Benton Harbor is virtually bankrupt. It can no longer provide the
needed services for an increasing dependent population; families and businesses
are leaving the city. Having undertakett many programs within its ability, in-
eluding Model Cities, the city has exhausted its financial capability to participate
in other programs of relief, assistance and redevelopment.

There is absolutely no question that time American welfare system needs to be
overhauled. Benton-Harbor is stark evidence of how far out of control the system
hias become. There is no longer speculation on the shortcomings and ills of the wel-
fare syndrome-we are living with it day-by-day. What others project for states
and (ities concerning the scheduled increases of caseload under the current pro-
posals of H.R. 1, our city has been a living example of these increases with nearly
40% of the population receiving l)u)lic aid. and 33% of this total being AFDC
families. Admittedly, Michigan has been generous in its concern for people, and
rightly so, but Benton Harbor is a city destroyed by the welfare system. We be-
lieve we can draw some helpful conclusions to be considered in overhauling this
system from the exIrience of our community; some, we believe, could be em-
bodied in the legislation presently under consideration by this Committee.

1. The sheer blindness that a city is allowed to be disastrously over-burdened
with a welfare-dependent, migrating population. In this period of comprehensive
planning, a survey of local-resources should indicate the reasonable limits that
municipalities and counties can service and accommodate for those in need. Lack
of adequate housing, jobs, classrooms, and municipal services are certainly rea-
sonable indicators in these matters, but it is obvious that limits must be estab-
lished if, in fact, cities are to survive.

2. The management of the welfare system is lax and is lacking in flexibility.
The paradox of this statement lies in the fact that we are unable to detect any
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adiini.4rative relief by the rule book in what is admittedly a desperate plight
create d by the welfare system, and yet the hr-migrating cahselod has increased
appro\iulately 10% during the Iast 12 months and by establishing residence in a
City which has less than 12 vacant houses avaihible for occupancy.

3. We cannot see hw the regulation which permits a stepfather with sufficient
income to disclaim any financial responsibility for the children of his spouse, and
therefore continues her eligibility under AFDC to receive public funds, serves
the public interest. We- cannot agree that the regulation which permits recipients
of publieaid to refuse to accept work when it is available and within their capa-
bilities, serves the public interest. We cannot agree with the income disregard
formula which provides higher income to induce the welfare recipient to take a
job for the same work performed by a willing employee doing the samie work, is In
the public interest.

4. The disparity in grant allowances between the States is a factor in the pro-
motion of welfare migration, high unemployment and inadequate housing. Also.
climatic extremes characterize our area in the mid-west. We iust conclude in the
face of these hardships that a migrant population is attracted to Michigan for the

cfy,.niomic advantage of its w~fare program over the States of origin. With the
heavy concentration of the welfare population in Benton harbor. (38%). we must
recognize the development of a welfare population which has dislodged and dis-
placed the working people of the City.

RECOM MENDATIONS

1. We recommend that cities and incorporated areas with comprehensive plans
be limited to a welfare population not to exceed ten percent (10%) of the previous
census to avoid overloading demands on resources and munieiml services.

2. We recommend that a residency requirement be provided to ensure the
-local capability to maintain sound standards 'and provide an adequate level

of services.
3. We recommend that there be provisions for an annual review of regulla-

tions by the appropriate Committee(s) of Congress to ensure their compatibility
with the Congressional intent of legislation.

4. We recommend nation-wide uniform minimum standards to improve Fed-
eral-State relationships. with State option for administration of programs.

5. We oppose the guaranteed annual income provision as a disincentive to work
and an additional burden to working families and taxpayers. We endorse the
concept of a job opportunity.

We support the provisions for work registration, comprehensive and coordi-
nated work training programs, a natio:ial job bank and a flexible program of
public employment to meet the fluctuations of the job market. We have con-
structed a child care center with private funds In Benton Harbor in rep.)onse to
public statements of this need as a barrier to accepting work by mothers of
AFDC families. We support child care programs for working mothers and we
are on record in this support.

1. We recommend-that provision must be made by which families will pay
some portion of the care of their children from their income, no matter how
modest that amount might be.

I want to focus for a few moments on the problem of illegitimacy. Much has
been said of the relationship between illegitimacy and welfare and I believe
we can shed some light on the facts of this problem. It is my strong belief
that if anything should be done to curb the welfare problems of future genera-
tions that an incisive cut must 'be made into the accepted practices of illegiti-
mate births, especially as condoned and supported by public funds, for illegiti-
mate births now pose an exponential rate of increase in the nation. Unless these
practices are reversed, future generations will suffer the costs, social stigma and
other burdens. Without wrestling with this problem and acknowledging that it
confronts us with a fundamental problem of the future population of this nation,
we cannot hope to relieve the problems of poverty, solve the problems of inade-
quate education or reverse the trend of increasing dependency, but the question
before us Is whether there is a supportable charge in the relationship between
dependency and Illegitimacy.

In the case of Barrien County. it should be noted that Illegitimate births more
than tripled from 1960-1971; 107-384. This Is based on the census of three major
hospitals in the County. Compared with the service hospital from Benton Harbor,
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illegitimate births range from 36 in 1960 to 229 through 1971. Twenty-five per-
cent (25%) of the total deliveries in this hospital In 1970 were illegitimate.
The dramatic in-migration of welfare families into Benton Harbor from other
Counties and States compounds the illegitimacy load. For example: in the past
year, 118 illegitimate children were born in the city hospital. In addition, some
births are recorded in the County Hospital which figures are unavailable to us.
As further example, 34 families with illegitimate children joined the city popula-
tion in the caseload from other places in the past month. We conclude that the
A.FDC caseload which comprises 1/.1 of the city population, must contribute to the
rise in illegitimate births. Confidentiality and sensitivity prohibit a total por-
trayal of details. Any other conclusion can only placate or rationalize a con-
troversial subject.

What is of equal importance is the fact that all of these children will most
likely attend th6 public schools. We have been told by the County Health Director
that over 50% of the illegitimate births in Berrien County result in congenital
mental retardation and these children cannot be expected to be functionally
equipped to cope with any normal educational program due to deficiencies in the
area of human deveopment, and other life problems follow in logical sequence, of
which the Committee is most certainly familiar. Suffice it to say that public
supported and permitted illegitimacy creates the reason for the natural parents
to avoid marriage and its related responsibilities, impales the child with a lack of
identity and, in one case out of two in Berrien County, creates a child consigned to
an unequal chance in life through no fault-of his own.

These data clearly show that illegitimate births are on the increase among
females in the earlier years, as low as 11 years of age. In these instances, we-must
be talking about birth control programs rather than family planning, which is
receiving a great deal of attention, and properly so. The greater bulge is in the
age bracket, 16-19, where family planning might be considered, but we believe it
should be made mandatory since mothers under 18, at the present time, are auto-
matically eligible to be added to the grant of their parents.

Finally, on this subject, multiple births which are illegitimate are not an
uncommon occurrence and as long as the unrestricted grant provision exists, the
examples also exist of mothers who will bear illegitimate children for that pur-
pose alone, despite statements to the contrary. Records show, for example, that
many cases of repeated illegitimate births or gravida, mount as high as 8 chil-
dren by the same mother, all at public expense. These practices and the conse-
quences to these lives are eroding our institutions, posing special human problems
which we are simply unable to meet, and destroying the morale and will of the
people throughout the area.

1. We recommend that the Committee give most serious consideration to in-
clude in the new standards, a limit on the number of illegitimate children per
family, with further requirtments that it be mandatory that the mother par-
icipate in family planning programs and the father be identified for the purposes
of enforced child-support.

We appreciate this opportunity to present these views to the Committee. Be-
cause of time limitations, we should like to submit additional information to the
Committee before the record is closed.

72-573 0-72 - pt.3 - 11
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EXHIBITS
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BENTON HARBOR PROFILE

(Land Area: 2,640 acres; Population: 16,481)

fAJOR EFFORTS

1. Community Renewal Plans.
2. Modern Housing Codes.
3. Major Urban Renewal Projects, 121 acres.
4. Model Cities Program, 370 acres.
5. Code Enforcement Program, 60 acres.
6. Modern Airport Facilities.
7. New Public Library.
8. Major Non-Citrus Fruit Market.
9. Trained Police Force.

MAJOR PROBLEMS

1. 33% of population on ADC Welfare.
2.25% substandard housing supply.
3. Less than 0.5% housing vacancy rate.
4.15% (est.) unemployment rate.
5. Second highest crime rate in Michigan.
6. 3 riots since 1966.
7. Increasing disruptions in school system.
8. Stable families moving out.
9. 3,000 petitions seeking detachment from school district.

COMMUNITY PROJECTS

1965--Twin Cities Area Development Corporation.
1966--Community Education Program.
1967-Area Resources Improvement Council (ARIC) ; Northwest Berrien Sani-

tary Landfill Authority; Summer Youth Employment Program; Twin Cities
Opportunities, Inc.; Model Cities Program (1st round) ; Fair Housing Legis-
lation.

1968-Highland House Project; U.S. Special Census; Community Businessmen's
Association; Model Cities (2nd round).

1969--Durable Products, Inc.; Highland Development Center, Inc.; Whirlpool
Opportunities, Inc.; Twin Cities Child Care Centers, Inc.; Family Planning
Program; Pioneer School Program; Berrien County Welfare Research
Project.

1970-Benton Harbor Area School's Skills Center; ARIC Homes, Inc.; Peo-
ples' Community Federal Credit Union; Juvenile Detention Facility; Medical
Recruitment Program; Downtown Benton Harbor Development Committee.

1971-Special Task Force-Benton Harbor Area Schools; Vocational Skill Center;
Drug Treatment Center; Child-support collections; Emergency Employment
Act; Redevelopment of Benton Harbor; Manpower Training Program.
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TWIN CITIES AREA POPULATION, 1960 - 1970

BERRIEN COUNTY, MICHIGAN
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POPULATION OF BENTON HARBOR, MICHIGAN, 1960-1968*-1970
(by race)
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POPULATION OF BENTON TOWNSHIP, MICHIGAN, 1960-1968*-1970
(by race)
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NUMBER OF ADC FAMILIES, 1960-

BERRIEN COUNTY, MICH.
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uiawcouniT SOCIAL UMVC3S8 OM1.
Berrien County, kobilsn

AID TO DEIMIDW CELOM

Total Monthly Dibureements
1060 1961 1962 9 9 3 01967 197

• 774 * 0 118,79 1 , 05244 10.122 261,680 307,867 411,511
F -- 83,840 116,219 120,607 128,434 157,014 160,071 187,505 269,270 320,510 427,697
H -- 86,744 120,274 125,438 134.599 161,557 158,094 202,414 277,476 320,022 441,367
A -- 93,114 123,739 127,161 143,821 167,857 160,366 207,897 278,392 327,246 457,935
4 -- 93,257 122,673 128,060 149,853 164,433 136,113 212,265 277,465 329,968 470,829

-- 93,593 124,292 127,519 151,747 157,543 170,406 219,074 276,759 317,812 485,953
3 - 94,492 122,164 122,243 152,352 101,453 154,690 227,278 274,252 345,682 491,514
A -- 99,576 118,895 123,329 148,047 143,954 151,666 231,316 278,399 395,696 511,372
S -- 104,016 116,039 124,332 142,60 *145,071 155,042 235,605 268,691 363,702 579,726
0 104,755 118,005 123,019 140,063 146, IO 158,124 242,904 294,402 377,327 610,174
H -" 106,259 116,583 119,221 141,680 146,057 164,354 232,487 298,568 381,483 626,609
D -- 108,611 115,953 126,00 414,201 148,653 165,010 238,487 305,642 435,658 649,366

686.992
705,287
733,764
728,679
730,914
P33,300
725,040
722,230
722,311
734,666
734,026
744,734

$ 1,14619 1,428,386 1,85,773 17377 f.1 1, 75,152 2,;57,3 3 -,3,6 4222,975 6,164,033 8,702,163

Average Monthly Assistance fatro

J $ 113.35 115.81
F 119.10 120.11
H 118.94 120.98
A 119.98 119.22
H 118.55 117.90
J 117.46 116.41
J 116.76 117.09
A 117.61 123.09
S 117.43 128.57
0 119.02 129.49
N 118.52 132.00
0 119.83 132.78

Number of Families

J 621 673
F 626 698
H 638 717
A 646 781
H 649 791
3 661 804
J 665 807
A 653 809
S 638 908
0 640 809
N 647 805
D 654 818

*Denotes Estimate

135.34
135.93
137.30
137.49
135.10
134.95
134.54
131.67
132.46
134.10
133.44
133.43

136.08
134.46
136.79
136.59
136.96
137.71
131.73
134.20
135,14
135.33
131.30
137.30

136.13
1)6.05
140.65
136.19
140.44
141.42
14.21
142.06
137.57
136.25
136.63
134.09

936
944
957

1056
1067
1073
1042
1042
1037
1028
1037
1053

139.96
140.19
142.47
145.71
142.6B
139.67
141.68
137.76
'154.
139.36
140.30
141.31

1089
1120
1134
1152
1151
1128
1069
1045

*1047
1049
1041
1052

110.82
146.9
143,65

143.83
140. 90
153.11
138.9
139.78
143.42
148.89
150.41
130.01

1092
1089
1099
1115
1106
1113
1113
1065
1081
1062
1094
1100

162.19
165.20
172.27
171.96
172.65
174.84
177.56
178.07
177.82
178.14
180.86
162.55

1113
1135
1175
1209
1228
1253
1280
1299
1325
1364
1396
1416

182.24
183.05
14.75
166.71
185.10
185. U
184.06
164.37
166.69
184.93
186.72
192.83

1437
1471
1502
1491
1499
1495
1490
1510
1547
1592
1599
1585

193.02
197.60
191.86
193.41
192.85
187.94
204.06
228.60
207.95
206.35
206.43
228.69

1595
1622
166
1692
1711
1691
1694
1731
1749
1811
1848
1905

209.21
212.57
212.91
211.52
210.57
210.10
207.48
214.23
229.59
232.27
230.03
232.30

1967
2012
2073
2165
2236
2313
2369
2387
2525
2627
2724
2793

236.65
232.84
238.62
229.07
229.20
227.73
227.36
224.71
223.83
225.22
223.04
225.00

2903
3029
3075
3181
3189
3220
3189
3214
3221
3263
3291
3310
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TOTAL ANNUAL DISBURSEMENT TO ADC FAMILIES

BERRIEN COUNTY, MICH.
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(by race)
Berrien County, Michigan

*Compiled Census of
3 major hospitals
in Berrien County



Und.r over Total
15 15 16 17 18 19 20 21 22 23 24 25 26 26

1960 NON-WHITE 1 4 5 5 6 6 6 7 9 4 6 3 3 14 79
WITE 1 1 2 2 2 3 2 5 5 1 1 1 2 0 28

1961 NON-WHITE 4 6 10 11 11 10 9 5 8 4 9 2. 3 10 102

WHITE 2 1 3 1 4 6 1 3 4 3 3 1 1 7 40

1962 NON-WHITE 4 3 9. 8 9 11 10 6 2 8 2 3 2 13 90

W'HITE 0 1 1 3 3 4 2 3 2 3 2 1 2 9 36

1963 NON-WHITE 5 7 10 10 14 10 10 6 3 5 2 10 4 18 114

WHITE 0 1 2 3 4 7 6 4 2 5 3 1 2 5 45

1964 NON-WHITE 6 6 9 7 13 10 9 6 6 9 8 5 8 15 117

WHITE 1 3 5 6 6 11 3 2 5 4 1 3 2 9 61

1965 NON-WrITE 3 9 11 16 23 12 7 8 7 2 3 2 3 20 126

WHITE 1 3 1 5 11 5 7 10 5 1 1 2 1 3 56

1966 NOi-WHITE 9 14 12 17 16 23 13 9 3 9 5 6 4 20 160

IITE 0 2 5 5 9 10 5 0 0 2 1 1 1 9 50

1967 NON-WHITE 12 11 23 26 14 26 11 17 6 3 5 3 1 16 174

WHITE 1 2 5 8 12 7 9 5 2 3 4 2 2 11 73

1968 NON-WHITE 14 11 22 33 27 18 13 14 14 5 8 3 3 25 210

WHITE 1 2 3 9 10 11 4 3 4 2 2 1 0 3 55

1969 NON-WRITE 13 16 21 36 35 18 20 9 10 5 5 4 4 18 214

WRITE 2 7 5 10 13 9 13 8 8 1 1 3 2 5 87

1970 NON-WHITE 9 11 33 32 28 22 15 9 13 14 6 3 5 29 229

WHITE 1 8 9 10 15 9 4 5 5 3 2 2 1 5 79

1971 NON-WHITE 16 22 38 42 41 28 20 13 7 8 9 6 5 39 294

WHITE 2 2 5 13 12 9 8 7 7 7 6 1 2 9 90

TOTAL 108 153 249 318 338 285 207 164 137 111 95 69 03 312 2,609

TOTAL NON-WIITE 96 120 203 243 237 194 143 109 88 76 68 50 45 237 1,909

WITE 12 33 46 75 101 91 64 55 49 35 27 19 18 75 700

S D ..-- I~I. . 1 I.. -- ,I k.. a. .... -. 1 .rl 1 4 4.ao. 24 .-. 1a 4. q 1Imbn.taA I irn 4nfI Al -
&& - &UUAq" .Y bRospitals-Hercy, Berrien General, Memori~al Betrien Couty, Michiga
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The CHAIRMAN. The next witness will be Rev. Robert P. Kennedy.
I regret I have to leave for a meeting but I will read Reverend

Kennedy's statement.
Senator BENNETT (presiding). Father Kennedy, I suppose that

one of the things you learn in the priesthood is patience.
Father KENNEDY. Yes.
Senator BENNETT. You have had a good opportunity to practice

it today and the only consolation I can give you is that we have been
subject to the sane general situation but we are happy to have you
here and we will be happy to listen to your testimony.

STATEMENT OF REV. ROBERT P. KENNEDY, CHAIRMAN, TASK FORCE
ON ADEQUATE INCOME AND SERVICES, COMMUNITY COUNCIL
OF GREATER NEW YORK, ACCOMPANIED BY BERNARD M. SHIFF-
MAN, EXECUTIVE DIRECTOR, COMMUNITY COUNCIL OF GREATER
NEW YORK; AND JERRY A. SHRODER, DIRECTOR OF INFORMA-
TION SERVICES, COMMUNITY COUNCIL OF GREATER NEW YORK

Father KENNEDY. I am reminded of the famous story about the
fellow at the end of the program who gave a speech and congratulated
the man sitting next to him for sitting through it. He said, "I had to;
I am the next speaker."

[Laughter.]
Father KENNEDY. I am Father Robert P. Kennedy. I speak today

for the Community Council of Greater New York. This agency is the
central health and welfare advocacy body in New York City. Board
members, in addition to the traditional health and welfare leadership,
include neighborhood and community action representatives, leaders
from religious, business, industry and labor, professionals from the
legal, banking, and realty fields, plus many other community rep-
resentatives. (There is an appendix in the accompanying folder of
our board of directors roster.) Together they form a imique coalition
of interests which permits the agency to study issues objectively and to
act as an advocate in the public interest.

The committee should know that the bill before you has been under
active consideration in the community council since the early spring
of last year. It has been thoroughly discussed and debated by hundreds
of our constituents during this period. The position we are presenting
today has gone through a series of reviews by no less than six council
constituent bodies, cluminating with a meeting of the board of di-
rectors held yesterday. This statement, therefore, represents the dis-
tillation of thinking of a true cross section of the health and welfare
interests in the city of New York.

We are very pleased to have this opportunity to appear before you,
inasmuch as the community council has selected the issue of welfare
reform as its first priority. It is our belief that the Congress has both
an obligation and an unparalleled opportunity to reconstruct this
Nation's income maintenance system and to bring about genuine wel-
fare reform. You will recall that President Nixon addressed the Na-
tion on this subject in August 1969. At that time he said:



1345

We would assure an income foundation throughout every section of America
for all parents who cannot adequately support themselves and their clil-
dren . . The new all)roach would and the blatant unfairness of the welfare
system .... The new plan would create a mucl stronger incentive to work ....
The bridge from welfare to work should be buttressed by training and ehlidcare
programs. I propose that we niaki, available an addition to the incomes of the
working poor . . . . The new system will lessen welfare red tape and provide
administrative cost savings.

These comments were taken directly from the President's proposals
in the initial presentation of his plan for welfare reform. We agree
with those stated objectives. We applaud, the principles (1) of the
Federal Goverhment taking over the responsibility for public assist-
ance payments and, (2) it will do so by establishing a Federal mini-
mum income floor. However the bill sent to the Senate by the House
of Representatives does not provide for the implementation of the
President's statement of intent.

'We feel that it falls tragically short of true welfare reform in the
following specific areas'.

(1) Subpoverty income levels; (2) inadequacy of supportive erv-
ices; (3) punitive and unrealistic work features; (4) an undesirable
administrative structure, not only in its management aspects but also
in the hardships it creates for people; (5) failure to mandate mainte-
nance of effort. by the States; (6) failure to adequately provide for
clients' rights; and (7) failure to insure that no relief recipient will
have benefits reduced as a result of the provisions of this bill.

We have a statement of our beliefs which is amplified in the packet
by a policy statement from the community council on welfare.

WHAT WE BELIEVE

Everyone in our society is entitled to a basic income and the right
to live in decency and with dignity. The community council fully
agrees with legislators and the administration that our objective
should be to move as many people as possible from conditions of eco-
nomic dependence to active participation in the work force. At the
same time, we must recognize that there will ahays be a portion of
the population dependent on public systems for economic support.
Even the most utopian of societies will not be able to avoid this.
Certainly our society must help those people.

Further, at a time when unemployment remains at a constantly
high rate-in the vicinity of 6 percent-it is unreasonable to expect
chronically unemployed, unskilled, and untrained people to compete
for jobs in an employment market that increasingly demands ever
more sophisticated skills. People on welfare want jobs, but jobs are
in scarce supply. People on welfare did not cause the present recession;
they suffer from it.

We believe that a welfare reform bill alone cannot solve the enor-
mous economic problems facing our society. It requires companion
legislation, leading to a genuine full employment economy. No modi-
fication of the welfare system will in and of itself produce welfare
reform unless the Congress also enacts massive improvements in our
economic, housing, an health systems.
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We believe there are many comments on these in appendix II, and
III of the bill, and we make c-omments on these in appendix A that
is included in the folders.

However, in order for the Community Council of Greater New
York to support H.R. 1, the bill would have to reflect the positions
enunciated by the administration when it announced that welfare
reform was its major domestic priority. H.R. 1 does not provide for
the anticipated welfare reform. It contradicts the administration's
initial commitment to welfare reform. It would create an adminis-
trative monstrosity and, even more importantly, would make more
difficult the lives of the people it is designed to help.

We would like to single out specific reasons for our view that
title IV-family programs--is not true welfare reform.

INCOME LEVELS

(1) The level of family assistance bears little or no relationship
to the basic family needs of the 1970's. The standard $2,400 per year,
including rent and sales taxes, or $46.15 per week for a family of
four is manifestly inadequate. It not only fails to meet the Federal
Government's regionally adjusted lower living standard of the Bureau
of Labor Statistics, which for New York City in the spring of 1970
was $7,183, including taxes, but it is even woefully below the poverty
line of $3,968.

We believe that the BLS lower living level standard should be
attained over a 3-year period, beginning with the effective date of
implementation and recommend that the first year level should be no
lower than $4,500 for a family of four.

(2) The limitation of $3,600 as the maximum family grant no
matter what the size of the family is totally without justification and
reduces large families to an abysmal subpoverty level. The family
grant should always reflect the number of family members.

(3) Childless couples and those single recipients not included in
the adult categories are also excluded from coverage by this title.

(4) The level of payments will be determined not on the basis of
current family circumstances but, instead, family grants will be re-
duced still further byV the deduction of any income that was in excess of
the family assistance levels during the three quarters preceding current
entitlement. This is inconsistent with the concept of meeting current
needs. The effect of that section would be that while people were work-
ing before going on welfare, they should save enough money in case
they go on welfare that they dan live at the reduced level.

(5) Resource limitations under the family programs are insufficiently
flexible and too severe. Not. only is there no allowance for family
size-the $1,500 maximum applies to all families-but the amount and
the considerations surrounding it are likely to be self-defeating. For
example, a car may be an absolute necessity for some families. It may
also be counterproductive to force the liquidation of insurance policies
or the equity in a business in the case of other families.
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(6) Income disregards of $2,000 in relation to work for a family of
four, up to a maximum of $3,000, is inadequate. Work expenses such as
transportation and taxes are not also included in determining a family's
income. There may be times when the income which families are
permitted to retain could provide a working family with less funds
than if no member were employed. This provision can act as a deterrent
to work and, therefore, self -defeating.

WORK FEATURES

It is our belief that most unemployed persons, whether or not they
are receiving public assistance benefits wish to participate in the
work force of our country. However, it is only\possible for such persons
to work if the following-provisions prevail: (a) they are of working
age; (b) they are in good health; (c) they have either marketable
skills or training opportunities are available which must in turn lead
to actual jobs; (d) jobs are available at adeqilate wage levels plus
appropriate protections and fringe benefits; aiid (e) adequate care
facilities exist for preschool and school age children and/or other
dependent family members for those mothers who choose to work.

Observation of the recently enacted work programs in New York
State leads to the conclusion that the result, as opposed to the objective,
of the legislation is the removal of recipients from public assistance
for noncompliance rather than providing them with jobs. Thus far only
a small number of welfare clients have been employed in our State.
We have a study that was made of the first 3 months of the New York
State experimental program that we will leave with the committee. We
can supply additional copies of this study on request.

What is required is a massive public service employment program
which will be in effect., not on a time-limited, declining Federal con-
tribution basis but for as long as needed. These jobs could provide vital
health, housing, medical, educational, recreational and social facilities,
and services to our Nation.

Furthermore, it is important to note that whether additional funds
to the-poor are provided through adequate payment for public service
jobs, these funds will be spent rapidly and will be an important eco-
nomic pump primer for our Nation in its time of recession.

Specifically, we state that (1) all mothers or caretaker relatives, of
children from birth and at least through elementary school, must have
the choice as to whether or not they are available to work outside of
their homes. We totally reject the concept of forcing or coercing
mothers to work outside of their homes.

(2) There are inadequate assurances concerning: the nature of jobs
that recipients will be asked to assume; adequacy of wage guarantees
for nonpublic service jobs; and specifications of standards for child
care services. These are all weaknesses in the bill. We urge and ask for
guarantees that Federal minimum wages or prevailing wage rates,
whichever is higher, will be applied and that appropriate standards
for jobs and child care programs must be established.
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(3) The provisions for dealing with employable family members
who do not cooperate are punitive and not flexible enough to allow for
reasonable redress of grievances, to say nothing of correcting for er-
rors or misunderstandings. Further, this will only serve to penalize
other members of the family. For example, if a family member al-
leged to be n6ncooperative loses his benefits, all family members will
suffer because the remaining income must be shared.

PROTECTION OF CLIENT'S IGHTS

Concerning protection of clients' rights, (1) the proposal fails to
specify how and when benefits will be paid to eligible families and (2)
ini a system as complex as contemplated in title IV, penalties should
not be imposed for failure to report changes in status or income with-
out adequate safeguards.

SERVICES

Concerning services, the success of welfare reform depends as much
on the quality and availability of services as it does on the provision
of adequate income standards. There are several important deficiencies
in this area in the bill which need attention:

(1) Ceilings on the appropriations for services, other than child care
and family planning, are not consistent with the concept of helping
disadvantaged Americans solve their problems. If this legislation
really has the priority it is said to have, it makes no sense to build
shortcomings into the system at the outset. This will merely prolong
the dependency and the agony of a substantial percentage of our poor
population.

(2) The specificity with which services have been enumerated ap-
pears tobe an attempt to restrict service coverages and availability. If
services are needed, they should be available. From the council's point
of view, social services should be available for all who need them.

More general definitions of need are already available in titles IV-A
and XVI of the Social Security Act.

(3) The bill provides $50 million for the creation of child care
facilities and $700 million for child care services. Almost 175,000 chil-
dren now in public assistance families in New York City are in the
age group most likely to need day care services under provisions of
the bill. It is estimated that in terms of the current annual cost per
child, which are as high as $3,000 for city funded day care, more than
$430 million would be needed in New York City alone

Senator HANSEN. Father, let me interrupt right there. I am follow-
ing that printed testimony; that figure is $2,500; you said $3,000. Has
it been changed?

Father KENNEDY. We asked our statisticians to go and check through
the day care council and they came up with the $3,000 figure as more
indicative of current costs in New York City.

Senator HANSEN. So $3,000 is the figure rather than $2,500?
Father KENNEDY. Yes, sir.
Senator HANSENs. Thank you.
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Father KENNEDY. Also the income disregards for child care are
inadequate and no standards have been established for the provision
of child care service.

ADMINISTRATION

The administration of the two assistance programs is extremely
complicated, in our opinion, and probably unworkable.

(1) The complexities are such that families will have to visit rep-
resentatives of three Fedetal programs, plus State and local programs.
This may seriously prevent eligible needy persons from receiving bene-
fits to which they are entitled. A further provision of the act would
allow for different patterns of services in different parts of a State.
Clients should not have to go to a multiplicity of agencies in order
to obtain services. Further, there is little prospect that there can be
effectively coordinated. In addition, the multiple administrative pro-
cedures inherent in this system will result in increased administrative
costs.

(2) In addition, deep concern must be expressed about the lack of
adequate provision on a local basis for emergency funds and services.

(3) The bill provides that on services costing $50 or more the State
will pay the provider directly. This is a violation of a long established
principle that people have a right to manage their own affairs unless
there is some indication that they lack the capacity to do so.

FINANCING

In order to effect welfare reform, financing of the program obviously
must be adequate and administratively sound. We leave detailed treat-
ment of this area to those who have more experience with Federal
fiscal arrangements; however, several basic concerns must be cited:

(1) It is absolutely essential that there be a hold-harmless clause
contained in any bill which affects the financial responsibilities of the
States. Further, this provision must not be limited to any abbreviated
period. Even should the Congress enact a general revenue sharing
measure, the fiscal difficulties of the States still continue to be extremely
pressing. Under no circumstances currently envisioned should the
States be asked to shoulder additional welfare burdens.

(2) A serious weakness of the bill before you is that it does not man-
date the States to maintain their current welfare standards.

In New York State. we can cite clear recent examples of failure to
maintain efforts concerning both eligibility and benefit-levels. These
were legislated in our State in 1971 and have since been approved by
the Department of Health, Education, and Welfare. These experi-
ments are currently in the process of implementation. These projects
are known as "Incentives for Independence" and the "Public Service
Work Opportunities Project." We have included a brief description
of these programs as Appendix B.

(3) The "closed end" appropriation for most services 'and the in-
adequate funding of child care services, both referred to under "Serv-
ices" above, are other important considerations.

72-573 O- 72 -pt. 3 -12
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CONCLUSION

In conclusion, all people are subject to myriad emergencies. The lack
of adequate provision in localities for emergency funds and services
can spell disaster for them. This situation is further aggravated for
the poor.

Our present welfare system for the poor is an irrational hodge-
podge. However, there is no apparent administrative design in the pro-
posed welfare bill which can move this country into a rational social
policy. Until such policy is developed, there willbe continued suffering
among this country's poorest and most dependent citizens.

We hope the Senate's version of the welfare reform bill will incorpo-
rate the changes we have suggested and which have been proposed by a
number of Senators. Under these circumstances, we would be happy to
join with you in working for the passage of the bill.

We thank you very much for giving us this opportunity to testify
today and I would like to identify the two gentlemen with me.

On my immediate right is Mr. Bernard M. Shiffman who is the Ex-
ecutive Director of the Community Council of Greater New York and
Mr. Jerry A. Shroder who is the Director of Information Services for
the Community Council.

Senator BEwNETT. This is a most interesting and very comprehen-
sive listing of the ultimate desirability of every feature of what you
might consider to be a perfect welfare program. I have been scurrying
around here while you have been talking, Eecause there are two things
in your proposal that interest me because this Committee has the re-
sponsibility of paying these bills.

Now, you suggest, in the first place, an increase of 20 percent in the
welfare benefits. That would increase the welfare-I mean the social
security benefits. That would increase the social security tax level
on both employer and employee from 5 percent of payroll to 6 percent
of payroll, and a quick guess, a quick calculation says that would in-
crease the cost to the social security payers $8.5 billion a year. For tax,
payers who pay income taxes and social security taxes the present level,
the present point at which social security taxes at which income taxes
become as high as social security taxes is an income of $6,000. I don't
know how much higher that level would be pushed if you increase the
cost of social security by 20 l)ercent and that is what you are proposing.

Now, the other figure is even worse. I recognize that these calcula-
tions are quick and dirty because we had no-we have had no previous
testimony indicating so'liberal a proposal for welfare benefits.

Senator Ribicoff proposes to increase the basic welfare benefit for a
family of four, AFDC, from $2,400 to $3,900 and it is estimated that
that would add $34 billion per year to the cost of welfare for AFDC.

Now, you suggested, at least the way I interpreted your testimony.
that you would like to see it raised to the lower lever, or whatever you
call it.

Mr. SUIFFMAN. What the Government calls it.
Father KENNEDY. Lower living standard.
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Senator BENNETT. Lower living standard and in New York it is
$7,800.

Now, doing a very rough calculation, I think you would add another
$85 billion if that went across the country as a whole, so you would
add $120 billion-no--yes, between you and Senator Ribicoff, you
would add $120 billion against the Federal budget which the President
proposed of approximately twice that for running the entire Govern-
ment in order to achieve those levels.

My father was a man full of interesting sayings and I quote him
to my colleagues every once in a while and one of things he used to
say was that a man who has no sausage for saI3 can offer it for sale
at a penny a pound.

Now, it is a very pleasant exercise to figure out how desirable all
these things would be and you tell us, toward the end of your state-
ment, that we have the responsibility, and we have the background to
solve the question of financing these; but I am afraid this committee
cannot support a proposal which would add $120 billion on aid to
AFDC l)lus $8.5 billion on social security, plus other funds which
would probably-other increases which would) probably be required
by other proposals you have made to us.

I just couldn't catch them fast enough to get them all down, but I am
going to ask the staff to research your recommendations carefully and
)resent the committee with the best estimate they can, either directly,
of their own estimate or from HEW as to the cost of this total program.

(The information referred to supplied by the Congressiona Re-
search Service, follows:)

The Community Council of Greater New York suggests a large numbe of
changes in a House-passed version of H.R. 1. Cost estimates with respect to
many of these proposals are not available for a variety of reasons. For example,
in some instances the Council registers opposition to provisions in H.R. 1 but
does not precisely specify its preferred alternative. This is the case with respect
to the social security retirement test which the Council recommends be "further
liberalized" and with respect to the resource limitations for public assistance
which, it says, should be more "flexible" and less "severe." In other instances,
the Council's recommendations deal with the elimination or modification of pro-
visions in H.R. 1 which are designed to limit costs which would otherwise be more
or less unpredictable. Such provisions include those placing a closed-end on the
authorization for certain social services and limiting to 5 percent the annual
rate of increase in Federal financial participation in the costs of nursing home
and intermediate care facility services. Some estimates, however, can be made
with respect to the major cost items in the Council's recommendations. These
are the 20 percent increase in social security benefits and the adoption of a wel-
fare program based on the Bureau of Labor Statistics' lower standard for a
four person family. A 20 percent increase in social security benefits would in-
volve first full year benefit payments of about $6 billion over what would be paid
under H.R. 1 as passed by the House. A welfare program based on the BLS
lower standard and covering childless couples and single adults as well as fam-
ilies would, if fully effective, involve an estimated $72 billion in annual benefit
payments. (The Council recommends that the proposal become fully effective
after a 3-year phase-in-period.) This represents an increase of about $60 billion
over the Federal share of assistance payments for families and for the aged,
blind, and disabled under the provisions of H.R. 1.
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Father KENNEDY. Senator Bennett, I would very briefly like to re-
view it in principle and then ask Mr. Schroder perhaps to sharpen-some
of the statistics.

The proposals are based on several things: (1) A natural full em-
l)loyment economy ; ini other words, there is usually a very close cor-
relition between uniuployment figures and welfare figures,'and, there-
fore if we do go and raise the level of our economy and arrange better
distribution of'our over $1 trillion gross national product, you are
naturally going to eliminate many of the people who need welfare
assistance. In other words, basically what we are p proposing is that
work plrograns and full employment projects be initiated to get as
many people off welfare as possible, but those who remain have a
right to share in an adequate standard of living that all of our govern-
mental statiticians and home economists tell us exist at a particular
level.

The second thing, and I think Mr. Schroder will reply more directly
to it, as to the cost of social security, the basic idea her, again, that we
have in mind if our social security payments are not adequate to meet
family needs, then we do have to supplement it from other sources.
If a person is in a sense forced to live completely on a transfer of pay-
ments from the Government, some they have earned by social security
system insurance structure and others that are transfer payments that
come out of home relief or some other particular assistance program,
you know we are just moving money around from one to another.

Senator BENNETT. I would like to interrupt you at that point.
You raise social security benefits 20 percent; you raise it for the man

who is at the lower level; but I have reached the age where I am a so-
cial security recipient, and you would give me a substantial increase
in my social security benefits by raising them 20 percent, and I don't
need it. So this is a broad brush ; this is an across-the-board thing that
would give unneeded benefits, and I think we are better off, really-
this may not be sociologically desirable, but we are better off supple-
menting lower social security payments with old age assistance than
we are to raise the man who is now getting $75 or $80 a month, $100 a
month, 20 percent than all the people who are drawing social secutity
at the maximum benefit which I am-we are going to get a windfall.

Mr. SIwFFrIAN. Senator, you are probably part, of the 10 percent
who do not need it. Every day in New York City as people reach their
65th birthday and are ietired they use-the resources they have been
able to save. With only their social security for support, they soon move
into the poverty group.. That is one of the biggest builders of our pov-
erty population-growing old in this country.

Now, I am neither an HEW staff member, I do not work for the
poverty program, and I am not a bleeding heat, but factually if you
continue to increase the number of people who are poor in your coun-
try, there are another series of attending problems. Health becomes
a major problem, housing becomes a major problem, and so forth. We
have tried to say, and we have said it over and over again, that no wel-
fare reform can solve the problems of the poor by itself, that what is re-
quired is *that a comprehensive attack be made and the provision of
amounts of money that we have never really permitted ourselves to
dream about. The alternative is what ?
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The alternative is to tell the American people that they can't afford
good health, good housing, and an adequate income. Call we possibly
say that poverty is the American dream of the 1970's; that it is too
bad, social security can only pay x number of dollars and therefore
you are going to become part of that poverty group that can't get
Health services and therefore must die, or you will live in the housing
that was described earlier by the Benton Harbor contingent. We have
"little" Benton Harbors in practically every apartment house in New
York City.

We are talking here of 1,707,000 New York State people who are
public assistance recipients of whom 1,170,000 are not employable.

It was interesting to listen about the three people who were hired
and the seven people who were placed, but we have 30,000 New York
City people who get jobs from welfare and move to a state of inde-
pendence every month with another 40,000 reduced to coming on the
other end; namely, welfare intake.

In other words, the welfare group is not a static one in New York
City. It is a very mobile group that moves on and off as jobs become
available and as they can knock their brains out to find employment,
miserable employment, and in most cases, temporary in nature. They
take jobs, and then when they lose the job they are right back applying
for the magnificant welfare benefits.

We heard a lot of things, too, today about-and I have received an
education here-about illegitimacy and the true facts about it. How-
ever, even Senator Long's own printed address states that there is a
very small percentage of the people about whom we are talking, who
have illegitimate children.

And it is the same thing, with the employables. We have been here
since 10 o'clock this morning listening to how "work" was going to
solve the welfare problem. Well, how does it solve the problem of the
1,170,000 uineiployable people who are on welfare in New York State?
These have been classified; they are known; they have been diagnosed
as unemployable; they are aged; they are disabled; they are infirm
and they are children-81 percent are children under 16 years of age.

Senator BENNEMr. May I interrupt you at that point?.
Mr. SHiiFrAN. Absolutely.
Senator BENNE -r. This is one of the interesting satistical myths.

You add the children into the unemployables when as a matter of fact
if a parent is employable the problem of the children is solved. If the
p arent is employable and able to earn reasoning living, then the chil-
dren go off the welfare rolls and the number of unemployables de-
creases.

Mr. SHIFFMAN. 150,000 mothers without fathers who have children;
these children belong to these mothers. These mothers, if they: (1) can-
not find the work that would produce any kind of income; (2) have
very little skill; and (3) the figure of the $3,000 pet' child cost of day
care, it would require approximately-I would say-2 1/2 times that, if
they are a typical family unit. That is how statistics work out-it would
require $8,000 of day care support in order for this lady to go out
and obtain a job that may pay her $2,800 to $3,000.

Senator BENNErr. That is another unrealistic myth, and we have
got to solve the problem in another way.



1354

I would like to throw another figure at. you. Fifty-two percent of
the women in tie United States with children between the ages of 6
and 12 are working. They solved their day care problem; they don't
require the construction of a big day car. center with phyclhiatrists
and trained nurses and a hospital-tyl)e atmosphere. They just go and
work.

Mr. SHIPMAN-. Senator, they chose to work and usually because
their circumstances permit then to work.

Senator BENNETT. That's right.
Mr. SIIFFiAmN. Because they have a mother; they have relatives;

they have a husband who earns a salary; they have all kinds of cir-
cumstances which made that, possible. That is because they choose
to work and because they can work out their circumstances. There is
another large group of women, black, and Puerto Rican wlo currently
are working and whose children are receiving miserable care and who
are not on welfare.

One of the beautiful things that we are talking about is that there
are probably 6 percent in New York City who are ineligible. for wel-
fare and receiving welfare. There is also another 20 i)ercent who are
eligible for welfare and who are not receiving welfare. If you cost
benefited out the present system and you eliminated all the ineligibles,
and you put onto welfare all of those who are eligible, the cost of
welfare would increase again, but there are people. who sincerely want
to keep away from welfare, don't want tie. system, don't want to get
on it. We had a number of older medicaid recipients testify the other
day.

Through social security and medicaid, many of them are able to
stay off welfare. When we asked them their incomes, it was pathetic, the
amount of money they lived on, but they have pride; they want their
own self-determination, et cetera, and don't want to use our kind of
welfare program. However, I guess it didn't hit me as hard as when I
saw my father who worked all his life as a machine operator. I guess I
fall into Mr. Conway's category, but fortunately, was not on welfare,
but my father worked all his life. He reached age of 70 and had no re-
sources. If lie becomes ill, lie is in trouble. Where does lie turn? Where,
does he go? He is unfortunately not as well off as you are, Senator,
and would look forward to an increase in social security. I, as an
individual, who am earning at the peak of my capacity, as a taxpayer,
would welcome a system that puts a biggeI bite on my income and
permits us to arrange for a more humane system in America.

Senator BENNETT. If we are going to try to improve the social
security situation, I think we ought to be concerned with the pattern
rather than an across-the-board 20 board increase.

Mr. SHRODER. Senator, may I respond to that?
To follow up one of Mr. Shiffman's comments, one of your sister com-

mittees, the Senate Special Committee on Aging, was appalled to
discover that since the advent of the poverty program, older people,
that is, people 65 and over, are the only part of the total poor popula-
tion in which there has been an actual'increase in both gross numbers
and the total proportion of people falling below the poverty line.

The 1968 social security survey of the aged pointed out that 44 per-
cent of all families and individuals headed by an older person had
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incomes below the poverty level. An additional 11 percent were de.
scribed as "near poor."

Our suggestion for a 20-percent increment in the social security
benefit is directly related to this information. Please keep in mind
Senator, that the social security benefit is still the major source of
income for most people in retirement. As lon as this is the case, it
seems to me we have little choice but to work for the improvement of
this program at least to the point at which older retirees can live at
some kind of minimally adequate income level.

As for your concern, Senator about the cost of the 20-percent in-
crease, we would like to point out that this was deemed feasible several
years ago by appropriate increases in the wage base and with modest
increases in the tax rate. In fact, sir, the Report of the Advisory
Council on Social Security submitted to Secretary Richardson in the
spring of 1971 included the following statement:

Future Congressional consideration of Social Security cash benefit levels
should include consideration of improved benefits levels based on criteria related
to (1) the adequacy of benefit amounts for regularly employed low-pay workers,
and (2) the relationship of benefit levels in general to the levels of current
workers.

This would seem to be a pretty clear suggestion that the Congress
has some obligation to make benefit levels relevant to the income levels
necessary for self-maintenance in the 1970's. Further, the same advisory
council recommended that the income base on which workers are taxed
should be increased to $12,000 in 1974 and increased thereafter in
accordance with rising earniings levels. These are not the recom-
mendations of idle dreamers, but rather of a blue ribbon panel chaired
by Dr. Arthur Flemming who was recently sworn in as a special as-
sistant to the President.

I would also like to complete the description of the New York State
public assistance population, in order to put on the record the real
situation with respect to potential employables in the total caseload.
Eighty-one percent of the 1,170,000 public assistance recipients judged
as not employable were children under 16 years of age. Most of the
balance were the aged, blind and disabled. Of the remaining 535,000
public assistance recipients not falling into those dependent cate-
aories, 410,000 were not currently available for employment, either
because they were 16 years of age or over and attending school on
a full-time basis, or they were adults with household responsibilities
or they were persons with acute or chronic illnesses.

Of the remaining 125,000 persons (7 percent of all public assistance
recipients), 51,000 were employed but were not earning enough, money
to support their familiesI This leaves only 64,000 persons (or about
4 percent of the total public assistance load in New York State) who
could be considered eligible for employment. Many of these were sim-
ply inadequate to the task of obtaining employment in today's highly
competitive market. All the above data were published by the New
York State Department of Social Se 'vices. The facts we have cited
and much more which we do not have time to put before the commit-
tee now should establish that, far from not being able to afford to pro-
vide for people's basic needs, we must go out of our way to see that
these needs are met. Even if Senator Bennett is correct in expressing
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his concerns about the cost of an adequate old age and survivors
insurance system, its total cost to us in terms of a percentage of our
gross national product would probably be only a fraction greater
than the 6.6 percent current estimate. Certainly our priorities as a
nation will allow us to accomplish this along with a comparable incre-
ment to our public assistance system.

We are also subillmitting the'report of our Observation project on the
early stages of the New. York State world registration program.

(Material referred to follows. Hearing continues on p. 1376.)
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QUESTIONS RAISED BY OBSERVATIONS

Major philosophical questions are raised by the observations. They concern
unemployment and the feasibility of utilizing this program to provide needed and
desired jobs for welfare recipients.
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Work Opportunities
The majority of persons on public assistance cannot work. They are young

children, the aged, blind and disabled and mothers without adequate child care
facilities.'

Most employable persons on welfare (like employable people not on welfare),
want to work.

We approve of the concept that all employables on welfare should be given the
opportunity to work at a salary which will remove them from welfare. However,
"employability" has never been -adequately defined. Criteria of employability is
dependent on: (a) availability of jobs, (b) availability of adequate provisions
for care of children or of other dependent family members, (c) worker's advance-
ment, and (d) monetary incentives.

The major question raised by this new legislation is whether it is feasible to
initiate a program in which clients are removed from the welfare rolls and placed
in the labor force during a period of this State's highest unemployment in five
years.

There are not enough jobs today for all persons able to work, those on welfare
and those uneml)loyed not on welfare.

Unemployment in New York City was 5.3% (and in New York State 5.8%)
for the month of July, the highest level in the city in five years.2 And even this
figure Is an underestimate of unemployment since only those persons actively
seeking employment, but not finding it, are classified as unemployed in these per-
centages. Unemployment among minority communities is even higher than among
the total population. "Working age non-participants" in the labor force number
three times as many of those classified as unemployed. Of these 54 percent report
they are out of the labor market because of family responsibilities or ill health
and disabilities.3

The question therefore arises: Does this new legislation pit unemployed work-
ers (not yet reduced to welfare levels) against unemployed welfare recipients for
the few Jobs now available?

Utilization of Program to Stress Job Placement
One of the Council's principal concerns, stated in an earlier report, is restated

here. Public agencies and the media, instead of emphasizing the low rate of
employment of welfare clients, and in this way, removing recipients from the
public assistance rolls, stress instead the success of the program in the ellini-
nation of clients from the welfare rolls through non-compliance with procedures.

We do not approve of clients who falsely use government funds, just as we
disapprove of fraud in all sectors of the population. We are concerned, however,
that during the first two months of a new experimental welfare program, which
ostensibly is geared to encourage the public to hire employable clients, wide pub-
licity is being given to those clients who in the year prior to this new program,
may have fraudulently cashed public assistance checks. In this type of "anti-
welfare" climate, jobs for employable recipients become even harder to locate.

Poverty is the basic factor in determining eligibility for welfare as stated by
the Federal Social Security law. A number of groups and persons with legal back-
grounds have raised the question as to whether New York State is in compliance
with Federal regulations when it strikes recipients from the welfare rolls for
failure to pick up welfare checks. As a matter of fact, the Center on Social Wel-
fare Policy and Law is preparing a legal brief on this point of law.

'Employability Status in March 1971-There were 1,721,000 recipients of PA in New
York State in March 1971. Slightly under 1,186.000 of these persons were not considered
employable-82 percent of whom w ere children under 16 years of age In the HR and ADC
programs; and the balance aged, blind and disabled in the AABD programs. There were
420,000 additional people who were not currently available for employment-youths over
10 years of age attending school on a full time basis, adults with household responsibilities
and persons with acute or chronic Illnesses.

Only the remaining 114.000 persons, or about seven percent of the total PA recipients,
were available for employment--based on age, physical condition and circumstances in the
household. About 50,000 of these recipients were already employed-42,000 on a full-time
basis and 8,000 on a part-time basis-but with incomes insufficient to support their
families. The remaining 64,000 persons were unemployed; and included many recipients
who have never been employed as well as those who lack education, training or skills nec-
essary for participation in today's labor market. (Social Statistics, April 1971, issued
Augut 10, 1971, New York State Department of Social Services.)

R The New York Times, August 8th, 1971.
511Bureau of Labor Statistics study (Regional Reports Number 22, June 1971, U.S. Dept.

of Labor, Bureau of Labor Statistics, Middle Atlantic Report Regional Office).
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SPeciftCs of the New Law and Its Administration
In terms of the specifics of the law and Its administration we make the follow-

Ing three comments.
(A) Communication, especially in official written form, is always difficult be-

tween agencies and individuals. It is especially difficult for persons on public
assistance who are often educationally handicapped or fearful of expressing their
fears or questions. We note that many hardships have been imposed upon welfare
recil)ients by these new provisions. For example, the initial and often inapprol)ri-
ate designation of large numbers of clients as "employable" (which is slowly being
corrected by new eligibility procedures) and the burden of responsibility placed
on the client to find a "lost" check. New programs should not be introduced
without adequate time to test procedures and to explain these to staff and to
clients. The responsibility of both DSS and NYSES to clients and the relation-
ships between these two agencies should have been worked out in greater detail
prior to the start of the program so that clients would not have been caught
between two administrative bureaucracies.

(B) Clients should be given greater protections before being dropped from the
public assistance rolls for non-compliance with the new law. We are concerned
that those dropped already may reflect the lack of understanding or the lack of
tenacity of welfare clients to: (a) explain adequately the problems which pre-
vented them from picking up their checks; and (b) to understand and undertake
the review and the appeals processes.

(C) Clients are forced to report to NYSES for job interviews and to collect
their welfare checks every two weeks at a cost averaging 60c to $1.20 per visit.
This must come out of their total budget of $1.70 per day for food, clothing, sales
taxes and utilities, etc. We question whether this is not undue flnan(.al pressure
on families who have just undergone a 10% cut in their public assistance grants
and during a period when the cost of living.has skyrocketed.

RECOMMENDATIONS BASED ON OBSERVATIONS

There are a number of recommendations which the Community Council of
Greater New York suggests should be implemented. These concern 4(a) pending and
potential federal legislation, (b) state legislation, (c) administrative changes in
the enforcement of the existing laws, and (d) proposals for future study and dis-
cussion.

Federal Legislation
(A) In order for there to be any significant change in the percentage of wel-

fare clients who can be removed from the welfare rolls and placed in the ranks
of the self-supporting it is essential that a federal full employment program must
be enacted. It is necessary to provide real jobs at adequate wages to all persons
who are able to and want to work. In addition, this full employment program
would provide the medical, housing, day care, educational and recreational
facilities and personnel so badly needed in this country.

(B) The Senate Finance Committee considering Federal welfare reform, should
invite local and state divisions of the Department of Social Services, voluntary
agencies, and client groups to present testimony on their experiences or observa.
tions to date in relation to their recent New York State experiences. In this way
federal planning can benefit from experiences gained through the New York State
program.

State Legislation
(A) The new State provision (Chapter 102) requiring recipients to report

twice monthly to NYSES offices to seek employment and to pick up checks should
be repealed in its present form. In a closed labor market, it is an unnecessary
and unproductive ritual.

Amendments should be based on observations and experiences to date.
It is recommended that this legislation (Chapter 102) be amended so that it

will go into effect only when all of the following three conditions prevails.
(1) When a massive, Federal full employment program is developed and put

into effect (In this way persons actively seeking employment will have a genuine
opportunity to be placed in full-time employment.)

(2) When the level of unemployment (as stated by the Bureau of Labor Sta-
tistics) declines to a stated level (e.g., 3% or 4% instead of the 6% now prevail-
ing).
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(3) When transportation costs are provided by law to welfare recipients who
are required to report to NYSES offices and to job interviews. (On July 2, a meet-
ing of key citywide social and heal-th agencies was held in which agency rep-
resentatives stated their grave questions about the new legislation as it affected
their clients. They recognized that welfare recipients were suffering economically
because of the 10% cut in allowances, cost of living increases, new sales taxes
and now payment of carfare often to distant NYSES offices. They approved over-
whelmingly a resolution which stated that although voluntary agencies would,
in extreme cases, provide carfare or very limited emergency funds to clients, they
wished it to be publically known that voluntary agencies could not and would not
pay clients carfare to and from NYSES offices and other emergency funds, since
this was a public responsibility.)

(B) The extension of this program into future proposed legislation should not
take place without public hearings. Widespread public hearings should be held
in New York, California, Illinois and in Washington, I).C., while the tri-State
Federal Social Security Section 111.5 "experimental program" is being considered.
Basic changes in Social Security legislation should not be made without full pub-
lic discussion. Practices and policies about which we have raised questions in this
report may be repeated in this proposed "experimental" program. The "experi-
mental" program may deviate from long-standing Federal protection to clients
under the Social Security laws.
Administrative Recommendations

(A) Because any major changes in procedures need careful preparation and
cannot be implemented overnight:

(1) Staff must be trained so they can understand the change. We cal
reduce the unnecessary harassment of clients who are not employable.

(2) Procedures and regulations need to be clearly written, printed and
communicated.

(3) Clients who are to be affected must know what is required of them;
what choice is available to them; their rights; the consequences of non-
compliance.

(4) agencies should be informed of prospective changes.
(a) Initial letters to clients from-the department of Social Services instruct-

ing them to report to NYSES (following the DSS interview) should include the
following clearly written information:

-How the new procedure operates.
-Consequences of failure to pick up checks and accept jobs.
-What to do if check is not at NYSES office.
-How to obtain emergency funds if check is lost.
-How to signify "unemployability" if necessary, for reasons of check child

care or illness.
-How to report (in writing if possible) to DSS worker, why check was not

picked up.
-Right to appeals procedure and how to use it.

(b) DSS personnbIl should be diligent in relation to the initial client inter-
view to determine "employability" and should actively assist client to establish
"non-eml)loyability" if that is indicated. (We are pleased that these interviews
have started.) Furthermore, it is suggested that if worker and client disagree
on client's eligibility for work based on availability of day care facilities, health,
etc., a medical or l)sychiatric consultation be obtained and the results discussed
both with worker and client, prior t)o final designation of "employability."

(B) Clients often need hell) in understanding the new regulations and in pre-
)aring to work. It is therefore suggested that:

(1) DSS personnel should be returned to the NYSES offices and their func-
tion should be enlarged. Not only should they assist clients as they search for
their public assistance checks but they should be available to clients in order
to direct them to other forms of needed services.

(2) Personnel from either NYSES or DSS should assist clients to prepare
for job interviews. It should be made clear to clients that personnel (proba-
bly from DSSj would be available for consultation in relation to employment
problems, such as tools, clothing, transportation, paycheck deductions, dis-
crimination on Job, etc.

(0) A system of evaluating appropriateness of NYSES Job referrals must be
undertaken.
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(D) Checks picked up by clients at NYSES offices should be dated with the date
that client is required to obtain it. Right now most welfare checks are dated the
2nd or 16th of the month (the old dating system) and clients, after four days find
it hard to cash checks at local check cashing services.

(M) Many apparently ill or handicapped persons, after several cycles, (the con-
sequence of many initial inappropriate referrals), are still being required to re-
port and pick up checks at NYSES offices. These clients cannot be declared
"unemployable" and removed from the NYSES )procedure until DSS receives an
official written medical evaluation. It is therefore suggested that DSS medical
forms should be given out at NYSES offices to clients who state that they are
unemployable or where NYSES workers question their ability to work for medical
reasons. Clients can then take this form to their doctor or clinic and the doctor
can mail it or client can take it to the DSS. (Clients and workers at NYSES
report that absence of medical verification often l)revents clients from being
reclassified as unemployable by DSS and continues them for prolonged periods in
the check pick up process.)

PROPOSALS FOR FUTURE STUDY

1. Cost Study
It is recommended that New York State should examine its costs in implement-

ing this new program. The program's costs should be compared to savings obtained
through (le(reasing (he number of persons on public assistance by l)lacing them in
full-time jobs.

Costs should be studied of: (1) additional personnel trained and employed by
the NYSES; (2) training programs and child care facilities to permit clients to
work; (3) the number of clients employed; (4) the length of their employment;
(5) their ability to obtain a living wage thus removing them from the welfare
rolls.

2. Noncheck Pick Up Study
It is suggested that an objective agency, (not DSS or NYSES). study those

persons who failed to pick up checks at NYSES offices in order to understand all
of the reasons for some clients' non-compliance with the new law.

The Community Council believes strongly that employment opportunities should
be made available to everyone who is able to work. The two new work programs
therefore should be examined carefully, both Public Works Programs' and Pub-
lic Scrvice Programs2

3. Public Works Jobs Study
It is recommended that a study now be undertaken of welfare clients placed

in Public Works jobs, another major element of the New York State Welfare
Reform Program. This study should attempt to determine whether or not these
Public Works jobs provide job incentives, whether they lead to full-time em-
ployment, and whether they displace regular public employees.

(a) Clients should only be assigned to Public Works jobs and trained part-
time (without salary) for a limited period of time, (e.g. one year). At the end of
that time, they should either be employed full time and removed from the welfare
rolls, or should be declared unemployable and removed from the Public Works
jobs. In other words, Public Works jobs should not be an end in and of themselves,
but a stepping stone to real employment.

(b) During this experimental year's period of training and experience, an-
other plan might be instituted (which would cost the State no additional funds).
A client's public assistance funds would be transferred to the public agency"employing" the recipient so that he could be "paid" by the "employing" agency.
Although he was not receiving a salary, like the regular workers, he would at least
not be further differentiated from full-time regular workers. He would be given
a check when others received their checks.

4Public Works Jobs (established under Chapter 101 of the New York State Social Services
Law) refer to assignment of "employable" welfare recipients who are unable to -enter the
regular economy to part-time Jobs tn a public agency. Clients do not receive a salary. They
work the number of hours at a prevailing wage needed to cover the amount received In
public assistance grants.

"Public Service Jobs are full-time Jobs made available to unemployed persons, including
welfare recipients, including veterans and other persons below the poverty level, by the
federal government under the Emergency Employment Act of 1971.



1361

4. Public Service Job8 Study
It is recommended that an analysis now be made of the Public Jobs allotted to

New York City and of those categories of persons placed in these Jobs with
special emphasis on the percentage of jobs provided to welfare recipients. (It
is suspected, but not proven, that few jobs go to clients.)

Furthermore, New York City has limited funds which are available for job
creation. There are a number of such programs. We would recommend an ob-
jective analysis of the number of jobs which have become available to clients
through this City's special effort in such programs as Neighborhood Youth
Corps, the job development programs of the City's Manpower and Career Develop-
ment Agency, Community Action Programs, Model Cities, etc.

5. Study of Utilization by Welfare Clients of Non-DSS Agencies
The Council is concerned that so few voluntary and public health and welfare

iigencies reported that DSS clients turned to them with problems in relation to
this new law. A study is therefore recommended of the utilization of non-DSS
agencies by welfare clients. It is important to determine: (1) if non-DSS agencies
are failing to meet the needs of the poor, (2) if the welfare client knows of the
other agencies and how to use them and (3) if non-DSS agencies are not report-
ing on welfare problems because they are understaffed or because they are in-
sensitive to the needs of DSS recipients.

The Community Council's Research Deparhment would be pleased to meet with
the New York City and State Departments of Labor and Social Services to dis-
cuss these research proposals. (Some might be undertaken under Section 1110
of the Social Security law.)

SUMMARY OF OBSERVATION BY THE COMMUNITY COUNCIL

A brief summary follows concerning a few of the major factors observed by
the Community Council during the implementation of Chapter 102 of the New
York State Social Services law.

(A) Observers reported that:
-A high percentage of persons appearing to be "unemployable" has persisted

among clients referred to NYSES.
-Clients were forced to use food and clothing funds for repeated transpor-

tation costs to NYSES, DSS Centers or job interviews.
-DSS workers have been removed from NYSES offices, thus providing

less service to clients.
(B) Several factors emerge as especially significant in viewing the answers

to the Community Council's Client Questionnaires:
1. 44.8% stated that they could accept a job if one were available;
2. 10.3% indicated that they were referred to job interviews;
3. 4.3% replied that they had received jobs;
4. 47.4% answered that they could not accept a job now. Major reasons

given were:
Poor health 54%.
Care of children at home 20.7%.
Old age 17.9%.

5. 45.1% responded that they had problems in getting to the NYES
offices. Of the problems reported, the most common were:

Lack of money 40.8%.
Illness of physical handicap 26.5%.
Difficulty in arranging child care 7.8%.

PURPOSE OF THE OBSERVATION PROJECT

This fourth and final report of the Community Council of Greater New York
records its observations at key NYSES Offices of the implementation of Chapter
102 of the New York State Social Services Law 6 during the fourth two-week
cycle and also summarizes the findings of its three preliminary reports. In
addition it includes questions raised by these observations and recommendations.

6 Chapter 102 of the 1971 New York State Social Service Laws, effective July 1, 1971:Requires all "employable" Home Relief (HR) and Aid to Dependent Children (AD)C) recipi-ents to report every two weeks to a State Employment Service Office for their public
assistance check electivee July 1), and to be available for employment (as a condition of
remaining on assistance).
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The purpose of the Community Council's project was to attempt to observe
the impact of this new legislation so that citizen groups could be in a position
to have data and case material when they talked with the public, with State
and City legislators and with Administrators concerning the new laws.

NATURE OF OBSERVATIONS

From July 12th through August 31, 1971, the Community Council of Greater
New York monitored the impact of this new welfare legislation. Three prelimi-
nary, reports were released on July 23, August 6 and August 20. (Copies of
these reports are available on written request to the Community Council.)

The Community Council of Greater New York has attempted to collect "eye-
witness" observations of the implementation of the new 1971 State Social
Service Laws. The data collected and reported in this report is not scientific,
but all efforts were made to keep the observations as possible.

Questionnaires were tried out and standardized. All volunteers were trained.
Preliminary observations were reviewed by groups prior to completion of this
report. The sample of client reactions to the new procedures as recorded on
the client questionnaires depended on the number of volunteers available on
any given day, the numbers of clients who were offered questionnaires, the
numbers who accepted questionnaires and the number who filled them out and
returned them. The figures presented therefore, will not tally with either those
of the NYSES or the DSS.

PROCEDURE FOR COUNCIL'S OBSERVATION

(1) At Key NYSES Offices Observations Were Made and Recorded on Pre-
pared Forms. Three captains under the supervision of staff of the Community
Council of Greater New York, in cooperation with nearly one hundred volunteers
from health, welfare, civic, religious and social agencies, observed and recorded
the effects of the new regulations at NYSES offices.

(2) Clients Reporting to Key NYSES Offces Were Requested to Complete a
One Page Client Questionnaire About the New Procedures. These were printed
in Spanish and English and contained ijc, identifying data.

For the first three days of the study, client questionnaires were distributed
on the street in front of the employment offices. Following further discus-
sion with the Employment Service Administrators, the following procedures
were agreed to: (a) Observer-Recorders would watch activities at principal
employment sections and report on an "Observer Form." (b) Project staff and
volunteers would only distribute the one page client questionnaires on the floors
near the elevators where clients entered each employment section. The question-
naires were collected after a client had completed the entire NYSES interview
and check pick-up procedure and was leaving the floor.

Observer-Recorder staff were instructed not to interfere with NYSES pro-
cedures and not to assist clients (although for social workers, assisting clients
Is a normal professional pattern).

The client questionnaire distributed during the first three two week cycles, was
replaced by a shorter follow-up questionnaire during the fourth cycle. The rea-
sons for this were several: some additional Information was needed and clients
had difficulty with the earlier one because of its length.

(3) Department. of Social Service at Voluntary Hospitals and Social Agencies
Were Asked to Report on Forms Supplied by the Council on Problems Experi-
enced By Welfare Clients Who Came to Them for Help in relation to new welfare
procedures.

Questionnaires, together with a covering explanatory memorandum were
mailed July 9th to 158 social agencies and hospital social service departments.

The organizations were requested to use the reporting form weekly beginning
July 26 to August 27. On August 9th, a follQv-up memorandum was sent to all
agencies.

(4) New DSS and NYSES Practices Were Observed and Studied through read-
ing of procedures, reading of newspaper reports and interviews and correspond-
ence with key NY SUS and DSS personnel both prior to and during the ob-
servation process.
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RESULTS OF DATA COLLECTION

(A) General A88es8ment of Ob8ervers During the Four Cyclc.-According to
observers, a high percentage of persons appearing "unemployable" has persisted
among those being referred to NSES officer,, (estimates range from 30% to
80%). Many hardships imposed upon clients by these new procedures have been
noted. Among those observed were:

Many sick and infirm and aging persons were sent without prior inter-
views. (To date, little evidence of change in procedures has been observed
whereby clients are first interviewed by D SS workers.)

Clients lacked money for carfare and for child care. Some reported that
they had to borrow money to come, others were driven by family or friends.
Still others paid carfare of friend whc escorted them.

Clients had to travel long distances to get to the employment offices. Some
reported taking two or three subways or busses. Others told of walking
long distances.

Recipients were generally passive vhen checks were not at the NYSES
Centers or when they had to report several times even though NYSES work-
ers referred them back to DSS aS possibly unemployable. They appeared
fearful of complaining or of offendii.g authorities who had the power to
drop them from the welfare rolls.

Persons thought to be "unemployable" by clients themselves or by NYSES
workers, were frequently forced to continue for several cycles to report and
pick up checks. This may have been because medical forms had not been
processed or because the computer had not been re-programmed.

DSS workers have been removed from NYSES offices making it more
difficult for clients to handle problems.

The following reasons were anong those given by clients that prevented them
from reporting on time to NYSES offices, and therefore possibly being declared
ineligible. We do not claim that these explain all of the reasons that clients
did not report.

1. Clients did not have carfare to report to NYSES offices.
2. Letters with instructions to clients telling them to report arrived after

the reporting date.
3. Clients' mail-boxes were robbed.
4. Some letters were mailed with incorrect date or dates; some without

any date, and some without the correct NYSES office listed.
5. The client or a member of his family was ill or hospitalized. Since the

family member was refused his check, the check remained unclaimed.
6. Checks were sent to the wrong NYSES office.
7. Persons who through a clerical error of the Department of Social Serv-

ices, had received both their checks and a notice to report for the previous
cycle, assumed they need not report during succeeding ones.

Examples of specific observations made by volunteers or staff follow:
1. "I saw an elderly, disabled woman being told by a NYSES worker that

she felt it was a mistake to place her in the "eml)loyable" category. The
client later reported that this was the third time she had had to report here
for her check." (S.S.-L.I.C. 8/13/71)

'2. A wife was refused her husband's check although lie was partially par-
alyzed. She returned the next day to the employment center with her crippled
and partially paralyzed husband (who had been certified "employable") fi-
nally received his assistance check after standing in line and dragging one
foot l)ehind him until reaching the counter." (J.T.-Bklyn, 7/18/71)

3. "Things seem to have deteriorated since I was here last. When his
check is not here, a client is sent to the welfare office. Without a DSS worker
here, NYSES people don't seem to be calling caseworkers to get problems
straightened out. NYSES personnel say that they get no answer when they
contact DDS. They can't seem to get the right people on the phone." (P.C.-
Bklyn, 8/6/71)

4. "Overheard one client who told NYSES worker he waited a job. The
worker said he didn't have anything for him." (J.W.-.Man, 8/20/71)

B. Responses to Follow-Up Client Que8tionnaire Distributed During the Fourth
Two-Week Cycle (Augu8t 16-31.)-A tabulation of the responses to the Follow-
Up Client Questionnaire which was distributed from August 16 to August 31
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appears in the appendix. Reading the tabulation one notes that 739 persons ac-
cepted, completed and returned this questionaire:

80% of those answering indicated they had not received their last welfare
check by mail;

20% had received them by mail;
20% (presumably) were new persons Just beginning the process of re-

porting to NYSES offices.
Of the 80% who had not received their checks in the mail:

87% had picked up their checks at the sane NYSES office;
1.7% had picked them up at a different NYSES office;
7.5% had received their assistance checks at their Welfare Center;
3.8% who had not received their checks in the mail did not indicate how

it had been delivered to them.
Of those responding, 58% stated that they had not had an interview with a

DDS worker before being sent to the NYSES office:
38% stated they had had an interview;
4% did not respond to this question.

Of those responding, 51.3% indicated they had had problems getting to the
employment offices:,

45.6% replied they had not had any problems;
3.1% did not respond to this question.

Of those who stated they had problems:
56.9% gave lack of money as the problem;
26.4% listed illness or physical handicap as the problem;
11.1% stated they had difficulty arranging care for their children;
3.5% had other problems such as a conflict between their reporting date

and a training prqgran they were in;
2.1% (lid not respond to this question.

When asked whether they had been refered to a job the last time they picked
up their check:

82.2% responded "no";
11.3% responded "yes";
4.1% did not respond at all.

Of the 739 clients who responded: 4.3% indicated they had found a job.
Among characteristics of those responding were the following:

55% of those filling out the questionnaire were women;
49.1% of the persons were between 21 and 44 years of age;
35% were 45 to 59 years old;
7.4% were over age 60;
6.4% below age 21;
38.5% of the persons lived alone;
20% lived with both adults and children;
17.4% lived only with children.

0. Responses to Client Questionnaires Distributed During the First Three
Cycles (July 12 to August 15).-In the Council's three preliminary reports,
responses to the initial Client Questionnaire were recorded. These covered the
time period of July 12 to August 15. A tabulation of this previously described
data is in the appendix.

Tie Client Questionnaire was completed by 2,364 persons:
93% filled out the Questionnaire only once;
4.2% completed two Questionnaires;
2.5% did not report whether or not they had previously filled out the

Questionnaire.
It was indicated by 59% that they had not received their last check by mail:

38% had received their last check by mail;
12% did not complete this question.

Of the 59% who had not received their last check by mail:
56.6% had picked up their checks at the same employment office during

the previous cycle;
2% had picked up their checks at a different NYSES office;
6.5% had received their checks at a welfare center;
34.9% of those who responded that they had not received their checks

in the mail did not indicate where they had received them.
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Of all those responding, 79.4% indicated that they had worked previously:
17.7% indicated they had not;
2.9% did not complete this question.

Of those who gave reasons for stopping work, the most common were:
46.5% Illness;
8.6% pregnancy;
8.5% care of children;
21.6% discharged or laid off.

During the last year it was indicated by 49.6% that they had been trying to
find a job. Of those who had not been seeking employment:

60.3% indicated that the reason was they were ill;
24.1% indicated that they had to care for children or others at home.

When asked whether they could accept a Job if one were available:
47.4% responded no;
44.8% responded yes;
7.8% did not answer this question.

Of those who indicated they could not take a job the most common reasons
were:

54% poor health;
20.7% care of someone at home;
17.9% old age.

In response to the question as to whether they had problems getting to the
NYSES offices:

44.3% indicated yes;
47.9% indicated no;
7.8% did not respond.

For those who had problems, the most common were:
35.4% lacked money to come;
27.0% were Ill or handicapped;
6.7% had to arrange for care of their children.

Of those who gave their transportation costs:
28.8% had paid $1.20;
3.5% had paid $2.40 or more to report.

Of those who gave the time it took them to get to the NYSES office:
57.1% spent less than one hour traveling;
33.8% spent between one and two hours traveling;
9.1% spent more than two hours traveling.

When asked whether they had been referred to a job interview the last time
they reported, 90.0% of those who answered said they had not been.

Among the characteristics of the responding group were the following:
57.8% were women;
9.7% were age 60 or older;
7.9% were under 21 years old;
38.3% lived alone;
26.8% lived with both children and adults;
19.8% lived only with other adults;
15.0% lived only with children.

Several factors which Emerge as Especially Significant in Viewing the Answers
to the Community Council's Client Questionnaires:

44.8% stated that they could accept a job if one were available;
10.3% indicated that they were referred to job interviews;
4.3% replied that they had received jobs;
47.4% answered that they could not accept a job now. The major reasons

given were:
54% poor health;
20.7% care of children at home;
17.9% old age.

45.1% responded that they had problems in getting to the NYSES offices.
Of the problems given the most common were:

40.8% lack of money;
26.5% illness or physical handicap;
7.8% difficulty in arranging child care.

D. Responses to Agency Qucstionnaire.-The returns from agencies on this
survey, unfortunately, were few.

72-573 0 - 72 - pt. 3 - 13
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RESPONSES TO AGENCY QUESTIONNAIRES

Number of
Number of Number of agencies Number of

agencies agencies reporting cases
contacted reporting cases reported

Family service and similar agencies -------- -- .--------------- 18 8 4 10
Agencies serving ill and handicapped ------------------------- 15 5 1 1
Hospitals (public and voluntary) ----------------------------- 61 21 10 68
Community centers (settlements, etc.)- .---------------------- 64 9 1 1

With a few exceptions, in the situations reported, individuals asked for
assistance because they thought they were unemployable, due to physical and
mental illness and disability. Many of them had not worked in years. These In-
cluded pregnant women with several children .

One case was recorded of a parent who was sick. Several agencies a8( hospitals
reported the need of clients for additional money for warfaree to the NYSES
offices. One district of one agency in a short period provided carfare to 46 persons
for transportation to DSS centers, NYSES offices and clinics.

Several agencies indicated that some cliehts needed day care services.
It was also reported that some clients did not- understand the new procedures-

"Checkmate" (the DSS newspaper to clients) and the original letter from
DSS telling clients to report to NYSES were not clear.

It is interesting to note that 72% of all agencies contacted did not report.
(We do not know if: (1) agencies were too understaffed to report, (2) if welfare
clients did not use services of agencies other than D.1 for their problenls;
(3) if agencies were insensitive to the problems clients were having with the
new procedures.

(C) Information from DRS Relating to Persons Who Failed to Comply With
the New Procedures.-We quote again from Mr. Sugarman's letter of September
9th. "At the end of July 1971, we counted 4,165 persons who had failed to
coml)ly vith the process. Of these 1,466 single eml)loyal)le person cases 5vere
closed, while 332 employable individuals were removed from the gralnt. In
each of these instances the individual was advised of his right to a Departmental
review and when a decision to close a case or reduce the grant was confirmed, of
his right to a fair hearing before the State Department. An additional 1,800
individuals who failed to comply were found after review by our staff to be un-
employable and were advised that they no longer had to report. At the end of
the month, 1,348 l)erson's situations were still under review. We have no in-
formation on the number who might have asked the State Department dec-ision to
discontinue or reduce the assistance grant as mandated by State law.

The Council is in no position to know why cases were closed, and how these
figures compare with previous statistics regarding termination of H.R. ease.

We do reaffirm that we suspect that clients often are not actively encouraged
and assisted to explain their problems during the Review and the Appeals
Procedure.

(D) Withdrawal of DRS. Personnel From NYSES Offiecs.-Again we quote
Mr. Sugarman of September 9th. "'We assigned some of our personnel to NYSES
offices at the start of the program ill an effort to assist the State Employment
Service personnel in dealing with our recipients who might encounter difficul-
ties as they moved Into this new experience. The program ias been il opera-
tion for two months. Many of the initial questions have been answered, difficulties
in operational responsibilities resolved and the bulk of tile individuals reporting
have had some experience In the process. We, therefore, have returned the
staff to their regular assignments where they were sorely needed. We have
had no requests from NYSES for assistance In training their personnel to handle
client difficulties."

Our observers are in total disagreement with Mr. Sugarman that there Is no
longer a need for social workers at NYSES offices. In our recommendations we
stress extending the functions of both DSS and NYSES workers so that clients
can be assisted with problems relating to employment, health matters, legal
matters, etc.
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INFORMATION FROM NYSES AND DSS REPORTS AND CORRESPONDENCE

(0) NYSES Rcport.-On September 1, 1971, the New York Times published
the State Labor Department's July statistics on this new welfare law. This table
was reproduced. The table is divi(led into three sections; the number of individ-
uals reporting, the number available for work, and the number referred ,to jobs,
and is included in the appendix.

The Labor Department's major finding corroborate our observations that (1)
many persons were inappropriately referred to NYSES as employable; (2) there
were few job openings for clients in New York City; 'fnd (3) only a small per-
centage of clients were placed in jobs.

There are several figures in this table which are especially noteworthy. First,
45.1 per cent of the persons required to report in New York State were not
available for work. They were either "unemployable (self-styled)" or already in
training programs. This was even more marked in New York City where 66.3
per cent of those reporting were not available for work.

Secondly, for 29.5 per cent of the persons available for work statewide there
were no job openings, and in New York City there were no job openings for 48.6
per cent.

Finally, the state reports that 12.2 per cent of those referred to jobs in New
York State and 29.2 per cent of those in New York City were placed. However, if
one were to look at the total number of persons required to report to NYSES,
42,654 in New York State and 18,930 in New York City, one finds that the numn-
ber of persons actually placed (both 1,537 statewide and 708 in New York City)
represented only 3.7 per cent of the number who reported.

(B) Information from DSS on Job Referrals and Placements of Employable
IVelfgre Recipients Who Reported To NYSES Officcs to Pick Up Their Public
Assistance Checks During July.-In a September 9th letter from Jule Sugarman,
the following statement was submitted to Council. "At the end of July 1971, which
is the only month on which we have complete statistics, 20,461 persons were re-
quired to report to NYSES. Our records indicate that 3,431 persons were referred
for jobs or training (3,321 to jobs and 110 to training) and that 450 were hired
while 55 were accepted into training programs."

Several discrepancies are noted between this information and that contained
in the State Labor Department's statistics. According to DSS, 3,321 persons were
referred to jobs whereas NYSES listed 2,421 persons as having been referred.
Also, 450 persons were hired according to DSS, and 708 according to the labor
department. The DSS statistics would lead to an even smaller percentage of per-
sons placed in jobs than the NYSES figures indicate.

Several discrepancies are noted between this information and that contained
in the State Labor Department's statistics. According to DSS 3,321 persons were
referred to jobs whereas NYSES listed 2,421 persons as having been referred.
Also, 450 persons were hired according to DSS, and 708 according to the labor
department. The DSS statistics would lead to an even smaller percentage of per-
sons placed in jobs than the NYSES figures indicate.

We have spoken to DSS regarding this discrepancy and they are aware of it.
They suspect that the two agencies are using different reporting systems. DSS
and NYSES are now conferring in order to better coordinate their accumulation
of statistical data.

SELECTED COMMENTS WRITFrEN BY CLIENTS ABOUT THFAR EXPERIENCES

"I don't like coming here, because I am sick. I have high-blood pressure. I am
waiting for an operation."

"When I went for a job, they already had fifteen people there. They don't tell
these people that they advertised in paper for workers.'

"I have had no training and I haven't worked in 15 years. I have seven children
under 18, and the children go to school on split classes."

"Employment office should have more variety of jobs, instead of pushing any
job on the recipient. Either he accepts the job or gets cut-off. I think that is not
right."
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"It's not properly arranged and constitutes many types of harassments for

people. I had to spend $1.20 to come here. Also, money is not allocated for ad-

ditional carfare to travel to and return from job interviews."

"Had to go to this office to see if check was here-then DSS office-then here

again. I found out here that my check won't be here until Monday.'"

"I am desperate to find work."

"A number of people do not have carfare to get down here-some don't speak

English and its trouble getting someone to come down with them. You come

down, you spend 60 plus, if you have to bring someone. You wait for more than

an hour, and don't get you a job anyway."
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SWIRTY 01 MULTS YM AUGUST 16 - AUGUST 31
VOLW-UP CLIENT QUESTIONNAIPI

Did you Set your lees welfare eheek by milt? Ye.s" 1 o.w
If no. where did you let it?

Thie employment Oflflie. Another employment offieo.W welfare Cnter.A

3. A14 you have an interview with your social worker before beine sent

YGO.W No.&3

3. Did you have any problems getting hore today? Yes7j No.=U

It yes, what happened and what were the problems?

HIinoas or physical hndieapmJ Arranging care of ehildren.t

No moneyoy Other (deseribe)jf

4. PLO this office aend you for ajob the lost time you picked up your
welfare eheckt YoeA NoAJ

JL=, whet happened?

Got JobjU Didn !t get Job..U Why? __ _

ASe xee and lining arrangomntso
YOuLI X2ULj Living arranseme"Mta (Chick one)

Under 21 O Ne.& I live Ston
21-44 I live with -iWtr
45-59 Femalfm adultsJl
60-64 I live only with
66 or older children.=U

I live with both
children And adults JU

is Comental

SUWMOlY Or JULY 12 - AUOUT 15
CLIDHT QUNSTIOtNAIHS (Pase 2)

Question 4

(a) time since last job

1 2 3 4 5
114 54 30 47 29

1 2 3 4 5
300 217 130 105 50

(b) length of last job

WAWiA

4

14

NA -

6 7 a 9 10 it 12
54. 39 17 13 e 7 r

6 7 9 10 1, 12 +
$9 30 19 32 21 23 14 9

1 2 3 4 5 6 7 S 9 10 11 12

4 59 73 49 45 116 30 35 20 10 9 6

u~A

1 2 3 4 5 6 7 8 9 10 11 12 +

1 104 115 74 55 42 30 33 '20 35 9 22 105

Question 7

(a) time to get to center

bM=L
1 2 3

606 135 261
(b) traniooration coat

30 60 71.20

39 1100 471

10 1 3 30 5 5

44 104 525 332 21

02.40 Nore
57 '20

II I IIIII IIII
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SU?04AfY OF JULY 12 - AUGUST 15

CLIENT QUESTIONNAIRES

1, Do you live in: BronxMt Brooklyn 117 , Manhattan.4&L, Queen@ 39 t L, stIo,

2. Did you ever fill out one of those forms before? Yes g.I.., No 22j

3, Did you got your last welfare check by mail? Yea 9461 No 19...
I.nowhere did you got your lost welfare check?
This employment office 22-j Another employment office.2,, Welfare Ctr..L.

4, Have you ever worked before? Ye 1ULP No .JE.
If lX ,, a) When did you stop working at your 1l:ot job? Month ..._.. Year _.__.

b) fow long did you have that job? (Bee, following page)
a) What kind of work did you do? _
d) Why did you stop working at your last job?-
e) Illnoesu.....,,,,.,,Q... To care for other family member, ... ...Preanancya......... e7.,, Discharged or laid of, .. ,...,

To care for my childron,144, Other (doecribe)i 178

5. Have you tried to get a job in the lost year? Yes ,ZJZ.L.., No 114...,
If ag what was the reason you didn't try?

Was ill.,.,.,......... lied to care for other family member 67
Had to care for my children, ZJLS Other (deucribo) . 137

'6@ Could you accept a job if one was available now? Yes I=, No 1J4,
i what stands in your way?
Too old ..... ,..204 Mus care for others.,......,
Not H aven't had any trainin.. ...
Must care for children ...... LgL Other describe ) . L#5

7. a) Did you have any problems getting here today? Yoeu4_L, eNo 1U34
If Yam. what were the problem?

Ilnoess or physical handLcap,,,L Arranging core of children 02
No money........ Other (describe), 60

b) How long did it take to get here? Hours Minutes
c) Cost of subway or bus faro (round trip) 070=y - l il LU 400
d) Coot for care of children or others $

8. If you had any problems Gotting here or ln relation to whether or not you could
work, did you discuss this with any of the following? Yes 666 , No 0§6
Worker at Welfare Dapar'tmento.... Doctoratr e to.. .ots,,', so...... jj
Social Worker at Iospital ...... & Other (doscribe)i : . 34

9. Did this office send you for a job the last time you picked up your welfare
check? Yes 16-, eNo 151.

10. x Your sox Living Arraneements (only check one
Under 21. ..... - Male. ..... I live alone. . .*. ... . . ,* ..... .2

Fomalo.,Z~ I live only with other adults..,.....1L
45-59... ... I live only irih children..
60-64..... I live with both children and
65 or older ,. . odult*e ........ .... .. . ,,,,,,,,,,,°,

APPENDIX IV
EMPLOYABLE WELFARE RECIPIENTS REPORTING TO NYSES OFFICES DURING JULY 19711

Total Now York City

Number Percent Number Percent

Individuals reprting ............ 42 654 100.0 1,930 100
"Unemploybl' (oelf.styled) ............ 14610 34.3 18, 4:
Already in training programs ................................. 587 10. 3 3,362 17.5
Available for work ......................................... 23 457 54.9 6:379 337
Available for work .......................................... 23,457 100.0 6,379 100.0
Refused any service .................................. 1,323 5.7 374
Refused referral to employment ............................... 2,64 10,9 482No b oen gnI ............................................. 6,922 29.5 3,102 48.6
Referredtoob ................................ 12648 53.9 2,421 38.0
Referred to job ......................................... 12,648 100.0 2,421 00.0
Foiled to report to employer .......................... 1,78 14:1 257 110.6Refused job ............................................. 6 2 76 3.1
Failed to begin work...................................... 337 2.6 44 1
Placed ............. ..................................... 1537 12.2 708 22:1

tof referral pendin9................... 923 31.1 57 22.6
oft resl t 38. 789 32.7

1 As released by the State Labor Department (published by the New York Times Sept. 1, 1971.
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APPENDIX V

Selected DSS and NYSES Proceduree u8ed in Implementing Chapter 102 of the
State Soolal Service Laws of 1971 1

1. Only D88 personnel determine "employability." At the start of the program
large numbers of clients were declared "employable" without having first been
interviewed. In mid-July, a new procedure was introduced whereby clients must
be Interviewed by )88 personnel prior to classification as "employable" or "non-
employable."

Welfare recipients are determined "unemployable" only if they meet the fol-
lowing eligibility criteria:

"have verified significant illness or incapacation."
"are minors attending school full time (does not Include emanclated

minors who are considered available to employment."
"are needed In the home to care for a verified incapacitated person."
"are needed to care for children in lJe home for whom required care Is not

reasonably available despite diligent efforta~tOobttin such care."
2. Clients classified ,employable" are sent a letter prior to the start of a

two-week cycle notifying them to report to an NYEMES office to register for work
and to pick up their assistance checks.

8. If a client falls to pick up the check, it is kept for one additional day at
the NYEM office and next returned to the central DSM office. Local P)*4 Centers
are then notified that the check has not Un Mcko!.ttp. If clients fall to accept
a Job referral or a Job offer, this is also reported toL ) 18,

4. A letter is Issued by D88 Informing clients of their intent to terminate public
assistance. This may le caused by either failure to pick up a check or to accept
employment. The letter also Indicates a client's right to request a fair hearing
if lie is not satisfied with the results of th8 Review--prvess. Depending upon the
acceptability of the client's reason for failure to comply, they may or may not
be issued their checks, However, If a client initiates a Fair Hearing, checks will
be issued until the result of the hearing is determined.

5. The only functions of workers at NYSES are:
(a) to interview clients referred to Jobs;
(b) to distribute their semi-monthly checks.

The NYSES is not to make a determination as to client's "employability" or to
render other forms of service to clients.

APPENDIX A

COMMENTS ON TITLES I, II AND III OF IIR. I

TITLE I

We laud many of the provisions of this Title, dealing with cash benefits In
our Old Age, Survivors, and Disability Insurance program. However, attention
needs to be called to certain sections of these provisions.

1. The 5% general increase in OASDI benefits designed in the bill to go into
effect on June 1, 1072, is grossly inadequate. We continue to support a 20%
increase as proposed several years ago by then Congressman Jacob Gilbert. Cost-
of-living Increases alone have more than eaten up the 5% increase called for in
this bill.

2. No automatic cost-of-living benefit increase (or "escalator" clause) should be
enacted until such time as a basic minlLnum benefit level ins been attained for
OASDI recipients. To do so would be hileleading to recipients and would re-
move pressures from the Congress to build benefit levels up to a moderate living
level standards.

8. We support the following features of this Title:
a. The increased minimum benefit schedule;
b. The increase to 100% of the benefit of a deceased spouse for

widows and widowers;
c. The gradual reduction to age 62 as the age for computing benefits

for man;
d. Modification of the earnings test to $2,000; this is a step in the right

direction, but should be further liberalized.

1 Procedure 71-27, June 7th, 1971, City of New York, Dept. of Social Services.
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TITLE II

This Title Is characterized by giving with one hand and taking away with the
other, It contains for the first time, for example, it reduction in a Social Insur-
ntice benefit program,

1. We deplore the built-in Increases in "Medicare" "deductibles" and Part "'"
Premium payments.

2, It Is it step In the wrong direction to reduce a "Medicare" patient's fully paid
benefit days (from (0 to 30) before he must make co-insurance payments; it is
iiot a satisfactory trade-off to offer a longer "life-time reserve" In exchange for
this reduction In coverage,

8. It Is totally Inappropriate to reduce Federal "Medlcaifl" participation In
institutional care payments ; neither tHie States nor recipients are In any position
to absorb this differential.

4. We aire opposed to "locked-In" cost ceilings In nursing homes and Inter-
mediate care facilities,

5, We do not think people's well being 'or health care 1in general will le served
by waiving standards for nursing lhomie oldninimstrators nor by the t'ernination
of tile requirement of social services it 'M1edicare" extended care facilities,

0, We fully support the following sections of this Title:
a, The extension of "Mhedlcare" (overage to dis ability Insurance recipilents;
I, The incentive to the States of in(,reased Federal matching funds to

contract with Ilealth "Maitintenance organize tons:
c, The extension of the "'lifetime reserve" under "35IedlciLrel from 00 to

120 days (provided it is not tied to the increases lit co-insurance payments
as noted in #2 above).

TITLE III

This Title will abolish the adult categories of Aged, Blind and Disabled
Assistance, We completely support the Federalization of these categories under
the Social Security system, While we might be inclined to ask for liberalized
provisions with respect to some of the spmilfles of tile Title, we will refrain from
this in recognition of the potential disparity that imay be inherent between the
standards of this Title and those of Title IV. We feel there ire gross inconsist-
encies for example, in a system which guarantees it failmily of two (Title III) the
same income as a family of four (Title IV). 'Pls Is not an argument for diminilsh-
ing coverage under Title II, but for raising the standards of the Family

Programs. APPENDIX B

EXPERIMENTAL PROGRAMS ALLOWED BY WAIVER IN NEW YORK STATE

1. Under the "Incentives for Independence" program, which will effect all
AFDC mothers in three welfare centers, continuation of grants is conditioned
upon satisfactory participation in several areas:

a. Mothers of welfare children who are showing poor school attendance
will be.imandatorily "counselled" by a case worker, and should truancy of
the child continue, payments of grants to mothers would be "restricted",
ie, the grant removed from the mother and made in the form of third party
payment to the children.

b. AFDC school children age 15 or older would be required to work six
hours per month at $1.00 per hour, Failure to do so would reduce the family's
monthly budget by $12.50.

c, All able bodied adults with children 0 years or older would be required
to pick up checks at eml)loynent offices, accept all job interviews and trail-
Ing assignments, accept regular Job, public service jobs or public works
jobs (working off welfare payment). The penalty for non-complIalce will
be the cutting of the family grant by $800 per year.

2. The "Public Service Work Opportunities Project" provides for tile estab-
lisliment of a demonstration affecting 25 percent of New York State's Aid for
Dependent Children (AFDC) cases, the majority of whom, 509,94 clients, are
in New York City. Under this program, members of an AFDC family designated
"employable" would be required to register for training and employment.

In addition,"emplC'Ible" persons (as in the present New York State Pro-
gram) must report twice monthly to the New York State Employment Service
for job interviews and must accept any job or training offered, A mother may
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be given the option of registering for work or of providing "in home" day care
for children of another mother. Persons not placed in private sector jobs or
training programs, or providing "in home" day care, will be required to work
for their public assistance grants in a Public Service Work Opportunities
Project, Failure to participate will result in termination of assistance grants
alloted to the "employable" adult.

POSITION STATEMENT ON WELFARP;--COMMUNITY COUNCIL OF GREATER
NEcw YoaK, DECEMBER 80, 1970

We believe that:
The increase iI the welfare population is not a product of the existing wel-

fare, program but rather the consequence of the breakdown of a complex set
of inter-related social systems. The growth of welfare is more the product of
the lack of job opportunities coupled with inadequate wage levels, inflation,
failure of education and training to equip people for work, inadequate housing,
unavailable health service , broken families, than it is the result of an easily
accessible, amply finaticed welfare system,

The welfare program fails to relabifltate families and prevent family aln
Individual crisis mainly because it was never design(wl to perform either of
these functions. It is a patchwork of programs, designed during crisis to meet
crisis.

It is neither rationally funded, programmed nor managed. However, it is the
only public system we have to provide funds und services to those needy persons
who meet the requirements of a complex eligibility system. Even in a state like
New York, poor families who are entitled to financial support are compelled to
meet their bills with $1,800 per year less than the Bureau of Labor Statistics
has computed as a minimum standard of living. When they request help in
finding housing, health services, protective services for children or for the aging,
they find they are almost non-existent. The current system truly saves neither
people nor money.

For these reasons, the Community Council of Greater New York is com.
mitted to a total reform not only of the welfare system but of the welfare feeder
systems-of education, housing, health, employment; a reform of the inequitable
tax structure, the inadequate Federal-State, revenue sharing formula. No reform
of a welfare Income maintenance system alone, can accomplish a significant
change in the number of individuals or families who will need public assistance.
Nor will all of the income maintenance changes reduce people's need for sup-
portive assistance and help in solving family problems, the need for information
and assistance in negotiating our complex housing, legal, employment and train-
ing systems. In this document, we are addressing ourselves to the welfare
system.

We stand for:
1. The nationalization of the cost of public welfare-both the income sup-

ports and the social service aspects of the program. If cities and states are to be
viable units of local government, the Federal government must assume the full
cost of providing for its citizens who cannot earn sufficient income, to maintain
a decent, minimum standard of living and pay for the cost of food clothing,
housing, education and social services.

2. We urge the adoption of income supports which match, at a minimum, the
level, computed by the Bureau of Labor Statistics as the "Lower Living Level,"
necessary to maintain an individual or family unit.

8. We reject the position that the poor who need help should be the first
victims of inflation, recession, national economic policies and the group which
must pay for economic re-adjustments, foreign-policy mistakes, etc.

4. Rather than considering means of cutting back income supports such as
Medicaid and inconveniencing clients by making services less accessible, all
efforts should be made to increase the level of grants to compensate for the dis-
astrous State cut in welfare during the past three years, as well as the rapidly
rising cost of living. It is further required that computation of family budgets
based on the Bureau of Labor 8'atistics standards cease to be "modified" in
terms of excluding such items as funds for transportation. Not .only are fewer
Persons eligible for "Medicaid" but our economy is trying to save money and
alance the budget by requiring that our poorest and sickest persons "pay the

first 20% of their medical bills. We protest this pattern. Until such time as the
level of fiat grants is adequate, we favor the addition of special grants for such
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items as transportation funds to visit relatives In hospitals or institutions, spe-
Mial diets prescribed by physicians, funds to enable replacement of furniture ill
the absence of total catastrophe. We must humanize the giving of ielp,

5. We pledge ourselves to work for'the establishment of a system of public and
voluntary social services which is locally operated and which appropriately In.
volves the consumer of the services in the decision-making process, ''Oie consumer
should have the right to choose from among a number of o1K.rations which agency
would serve his needs best and lie should be able to make the financial arrange.
Iteltt.

0, The welfare system cannot remain passive while its clients are forced to
endure poor housing, ilnadeu(lte health care, etc, The large sums of money cur-
rently spent by 14% of the population of New York must be utilized as a lever
to improve housing and health services.

7. We reject the misuse of the clay care expansion as it is currently being sold
by th. Administration as a "get thw woman back tA) work" utility. Day care is a
service to the family but primarily it is an essential opportunity to give a develop.
Ing child the opportunity for play, growth, education, nutrition, value formation
which all children need, For some families it l)rovid(es the service which per.
niits the head of the household to be employed and to move out of the cycle of
welfare, We urge the expansion of day care ind family ('are services as a basic
right of children and not as a imeats of adding to the overcrowded manpower
situation.

S. Finally, we resent the misrepresentations of the media and pledge ourselves
to a prograin of public education which destroys some of the commonly rein-
forced myths:

(a) Myth, There is a huge reservoir of people who could work and are
living well on welfare,

Truth. At best only 8% of the welfare population could be employed if
there were unskilled Jobs and if there were day care services, no prejudice
in hiring, etc., etc.

(b) Myth. The welfare system produces welfare clients.
Truth, The only inter-generational study ever undertaken In New York

City showed, in spite of popularly held views, that few people who are born
on welfare stay on. It is a revolving situation with people moving in and out,
depending on the economy, inflation, marital status, liberalizing legislation,
etc.

(c) Myth. Persons prefer to live on welfare rather than work,
Truth. Hixty percent of the people on welfare are children under working

age. Another 20% are parents caring for them. Still another 15% are aging,
disabled and blind. There is such resistance to welfare that many persons
deny themselves basic necessities rather than apply. When training and
employment opportunities are made available, large percentages of eligible
clients vie for the opportunity to "get off the welfare rolls."
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Jeanette Washington, Welfare Rights, City-Wide, 514 West 126th Street, New
York, N.Y.

Senator BENN-rF. Thank you very much. Thatis a vote and we have
overstayed our time and we are going to have to run like mad.

The hearing is adjourned. We wil1meet again at 10 o'clock tomor-
row morning.

(Whereupon, at 5:10 p.m., the hearing was adjourned, to reconvene
at 10 a.m., Thursday, January 27, 1972.)



SOCIAL SECURITY AMENDMENTS OF 1971

THURBDAY, JANUARY 27o 1972

U.S. SENATE,
CoxmirnE, oN FINANCE,

Waahington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2221, New

Senate Office Building, Hon. Russell B. Long (chairman) presiding.
Present,: Senators Long, Anderson, Talmadge, Ribicoff, Byrd, Jr. of

Virginia, Bennett, Curtis, Jordan of Idaho, ansen, and Griffin.
The CIIAMAN. The hearing will come to order.
Senator Percy, I am sure your Republican colleagues will be along

in a few minutes and meanwhile Nw will alert them. We are pleased
to have you back before our committee and to hear what you suggested
to us earlier as well as anything you want to add to it.

Senator PERCY. Mr. Chairman, I am delighted to be here, and I will
confine my remarks to 10 minutes and put the rest in the record.

The CHAIRMAN. Very well.

STATEMENT OF HON. CHARLES H. PERCY, U.S, SENATOR FROM
ILLINOIS

Senator PERCY. Mr. Chairman, and members of the committee, I
am here today for a dual purpose.

First, I wish to advocate reform in those programs of such great
concern to our elderly population, social security and medicare.

Second, I urge your approval oj my emergency welfare relief amend.
mend, which would save many States from financial ruin and insure
that millions of this country's most unfortunate citizens are protected
against further cutbacks in public assistance benefits until suchtime as
meaningful welfare reform legislation can be enacted by the Congress.

At the outset, I wish to commend the Finance Committee for its
dedication to and interest in the problems of the elderly and of our
welfare population, and I wish especially to express my gratitude to
our distinguished chairman of the committee, Mr. Long, and the
distinguished Senator and committee member from Connecticut, Mr.
Ribicoff, for their willingness to support my efforts to bring relief to
the States from onerous burdens of welfare costs.

Iam also grateful to have received assurance from the administra-
tion of its support for my emergency plan to bring States interim aid
until welfare reform takes place. The commitments from the admin-
istration and from Senators Long and Ribicoff would seem to assure
the inclusion of emergency welfare relief provisions as a part of any
welfare reform program to be voted upon by the Senate, and for that
I am most grateful and appreciative.

(1377)
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Because of your time limitations, T will comment orally on certain
selected portions of my testimony.

I would like to direct your attention to the section oi the earnings
limitation on social security.

I think one of the most unpopular aspects of our social security
system is thle limitation place on the amount of money a recipient
can earn without suffering a loss in benefits. Now, if a recipient earns
between $1,680 and $2,880 in 1 year, he suffers a $1 for $2 reduction in
benefits. Beyond $2,880, he loses $1 for every dollar earned.

This is the most disliked aspect of our social security law, In all
of the conversations I havo had with the elderly aid with constituents
from my own State, I have heard that this provision is to them the
niost 1tmfair. It is most unfair because, as many elderly people point
out, a person can have a hundred thousand dollars in dividend income
and receive his full social security check, but if he has to go out and
earn a little extra noney, he nuust stiffer a deduction in benefits.

A full quarter of the 20 million elderly Americans live near the
poverty level. Many of these people are poo for the first, time in their
Lives, and for reasons beyond their control. For instance, some have

lost p-livate pension rights (lite to plant shutdowns, even though they
may have served a company for as long as 15 or .20 years. Others
have worked throughout, their lives, but because their 'incomes wore
never more than tmarginal, they never could accumulate large savings
or invest sufficientlv in stocks and bonds to provide an adequate re-
tirement income. Still others may have saved for their retirement
years, but found their stvings completely wiped out because of serious
and prolonged illnesses.

For these people, the present system offers two choices: They can try
to supplement their social security incomes by working, or they can
do so by going on welfare. Those able and killing to work can re-
tain only at modest portion of their earning over $1,680.

In addition to economic need, we should also consider the need of
elderly people--indeed, of all people-to contribute to society through
working, and to feel that one's contribution has a value.

In this connection, I spent considerable time talking with the Illi-
nois delegation to the WIite House Conference on Aging. I gave the
Tllinois delegates a questionnaire when they were here and asked them
to answer th'e questionnaire when they went back home and then to
Write me from their own hearts how they felt about the problems ofaging,

Here are some cf the answers:
"Inadequaate income is one of the most, serious problems, but we

might give almost equal weight to the problem of loss of one's role in
society."

"Insufficient income is a significant problem but equally
important are social interaction and work." ,

"I agree that inadequate income is the most serious problem con-
fronting many senior citizens today, but for many others, in almost
equal numbers, lack of a satisfying role in their later years is more
serious, and for them, finding a place in society will compensate for a
lack of income or meet their'needs more adequately than money can."

Three people in a row, one after another, come to this same conclu-
sion. And finally another one, "Among the less visible problems are
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loneliness, a feeling of purposelessness, a feeling of rejection, and other
causes that contribute to mental deterioration.
The earnings limitation not only runs counter to the high value our

society places on independence and the willingness of individuals to
support themselves, but it also actively discourages many elderly per.
sons from finding meaningful jobs.

I believe this social value, its well as the desire among elderly people
to find satisfying work roles, should be recognized to a greater extent
in our earnings limitation policy. I would like to see the earu ings limi-
tation abolished completely, but to be practical, I urge the committee to
raise it to $2,400 immediately, and to $3,000 by January 1, 1974.

Between now and January 1, 1974, I propose that the administration
review all aspects of tho "retirement test," and report back to Congress
with recommendations at that time. Tto in-depth review should
reevaluate the retirement test in light of present lay private pension
plan deficiencies and the trend toward increasing, life expectancy. It
should also examine the feasibility of linking the amount of allowable
earnings to need.

It just seems incoegruous to me that we have people who want to
work, people who need l help, and yet we fail to put the two together.
We have hospitals all over this country where patients are paying
good fees, ringing the bell at night and no one comes in. They simply
do not have attendants.

An elderly person aged o5, or 70, would be perfectly competent to
provide that kind oi assistance at night, but to think that he would
do the sitting up at nights and then have part of his pay deducted
from his social security check, to me removes all incentive. It just seems
a harsh and cruel price to have to pay for working.

As an additional measure of relief for those over age 65 who want to
work, I propose a credit or refund of social security taxes withheld
from their wages tip to $1,680 annually. There would be. a correspond-
ing reduction in the taxes paid on income of self-employed individuals.

I would like to skip now to the section on "Nursing Home Care and
Standards." This is a subject of great interest to me, and Senator Mos
and I have spent a great deal oftime in field hearings on the problem
of nursing homes.

There are approximately 1 million elderly persons residing in nurs-
ing homes and related institutions in the country. A very high pro-
portion of these people are suffering not only from serious and chronic
illnesses, but also from inadequate care. In too many cases, they suffer
from severe mistreatment.

Although the reasons underlying the shortcomings in our nursing
homes are numerous and complex, the subcommittees on long-term care
of the Senate Special Committee on Aging has managed to pinpoint
certain major problems. One factor contributing to the nursing home
problems is the diffusion of responsibility among governmental agen-
cies for administering and implementing nursing home standards.

During hearings held last year in Clcago on nursing home condi-
tions in Cook County, it was found that four levels of government-
city, county, State and Federal--are involved in the establishment
ana enforcement oi nursing home standards. And I have cited specific
cases in my written statement that came right from our own hearings
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to illustrate the duplication and overlapping which occurs. What this
means is that no one really has resl Ousibility when so much reslo-
si1)ility is diffused tlh'ough so niany agencies.

Since tle hearings, the State of Illinois has taken commendable
oteps to improve the administration anltd en for'ement of its nursing
1101110 stitnd(lrds, but tie consequences of this dlti'ntsionl of responsi'
ability 11r0 serious enough to wat,.rant a Change in Ou' Federal law which
Would vest ill it single State agency tlie authority to administer nurs-
ing homo standards and to license and inspect, long-terhl care facilities,

To aid the States in their efforts to administer and enforce nursing
1oio standards, I propose te institution of a training pt'ogram foar
State ilsp1)Vtors uRider ti1e auspices of the I)epartment of Health,
Education, 111d Vel fare.

I am plelsed to noto that the administration I)es already initiated
-it Feder'al ell'o't with A'18t to the, training of State inspectors. I
urge that this effort 1)0 accelernfo'd further through tile adoption of my
ameondhent to 1.11. 1 which authorizes $17.5 million over the next 4
fiscal years for titls purpose.

At a Imnimlun, nursinglmnies should see that their patients receive
adequate medical s ut'tvisin and good nursiling services. Beyond that,tle should seek to relabilitel t nursing home l)atients through phys-
ici therapy and other activities which improve the )hysical and
spiritual condition of the l)atient.

Investigations of nursing homes were ,made in ChicaIgo by tle Better
Government Assoiltionl-which I had established t number of years
ago-ill close cooperation with lthe Chicago T'ribline. lepoy'ters actually
Went into n1-sing holmes its employees. They went i uliotiticed.
I aceOm1l)anied tt n ) Oil sierai unannounce(l trips during the last
year.

We found patients sitting for hours doing literally nothing. They
would just sit an(L watch television because there we e so few social
opportilities for aly kinl of social o. physical activity. In dese,'ibiig
the grimness of this situation, one reporter, wrote: "Tiy sit in rooms
where the paint is peeling fromilthe willis and tile wimldows are covered
with grime lld they stare."

Conditions vary, of course, from tie best to the worst but there is
substantial evidence to wirimt fear that this dismal attmosphere pr.
vails in far too m1,any niursing homes.

Unlike our hospitals, 95 percent of all itrsing homes are set u) for
,ofit, and the Federal Govvimieint h s tile responsibility for $1.8

billionspent it year in themi), $1.3 billion oes for medicaid, $500 Ilmil-
lion goes for medicare. There is too nucKi exploitation of tle poo'.

I went into nursinghomes a nd subpenaed, through tie Senate powers
of sublpena, the records, the financial records of nursing ho*Ies sulp-
ported by the Federal Government. Some of the homes were saying
less for tood per day thanl we pay in our penal institltions il Illinois.
Some of the witnesses testified that they fed the patiets in fourl dif-
forent shifts. They took the scraps from the first slift, put then on the
second shift, then olr to the third shift, and finally to the fourth. Tht.
fourth shift was literally getting clothing but gar)agre.

They made their money through that kind of eXploitation. Senator
Moss and I were literally stunned as we heard witness after witness
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testify to tile scandalous condlitions which exist in these "warehouses"
for thle poor--and( tlat is about all you call call them. 'Vlhre is no ques-
tion but that we must require Federal standards now because it is Fed-
ocral money that is going-into tlse l)r1ograins.

Mi. Chairnlui, the e ilerly are neither a militant nor a loud group,
an1d they d, not h1ve tile 1inoiey to Iinan(, 'o ligh-powered lobbyists to
fight for their lI(s. Illsteaid, tlly aile ii 1( l i ed to sultei' their' hardshilps
in sloimi evveii though their lir(lslI 11J) igltt Se(lJ un1bearable and
infinite, Their se'se of1 pride ald dignity is dnillrable 111id refreshil,
bUt W0 811011(1 11ot 11l low til elderly to e takell td'aiaItilge of merely
because they (10 not strill Colgr'eSS with dellallds.

Their )rol)lem)1s itie starkly Ieal, a11 tleilr Ileedis ale immediate. It
is with tholSe tll()ughts ill nmil(1, theretoi're, that I Ulrge the, 11do)tio(l of
tie foregoing I)rOl)OS1ll 1ill( thicil' l)1'011)t ellItCt0et [Is part of I I.R. 1.

In conclusion, Mr. Challirmllla I recognize tle monumental task fac-
ing this committee and the press of time. I will therefore dispense at
this time with a detailed discussion of my emergency welfare relief
amendment-which I will reintroduce into the Senate today. Instead
1 will simply submit my statement for tle committee record. We di
have many, man I long discussions on the floor about these provisions,
so I know tle ehairnmn and members of tile committee are thor-
oughly familiar with what 11111 proposing.
I know we are not in agreement on the exact formula to be used,

but we are in agreement tiat something must be done.
The CIIAIMAN. Well, Senator Perc;y, I regret that something has

not been done already about most of what you are talking about.
Two years ago we passed a bill that would help, in all these areas

you are talking about here. It might not do everything you wanted to
to do, but it would do a lot. We had your amendment on there for the
earnings limitation, for examl)e, and when we asked the House to
confer with us, they would not talk to us.

I pleaded to the President tojust call on Mr. Byrnes and Mr. Mills
to meet with us, but the best I could mke of it. Mr. Richardson and
those people felt they needed tle things you are testifying about here
as leverage to try to put tile family assistance plan through; apparently
fearing t hat it couldnot 1)ss oil its own merits, and that is wily these
poor l)eol)le you are speaking for here have been waiting now for 2
Years, becmuse they have been held hostage fori a bill tifat tile admin-
istration apparently does not, think can .pass on its own rights. But we
will do what we call to move it aloig and try to help with these prob-
lems you are discussing lcre.

Senator PEIicy. I t hnk yOl %ely Imucli, Mr. Chlairmllall.
Senator Cu'xris. Soemtor Percy, we appreciate your appearance here.
Ini refel'ilv(e to tile all11ollit of money luthait a social security recipient

can earl, I am sure thalt everyone, on this committee is allXious to see
that raised. It should l)e raised.

I would mention for tile record, however, that basically Inithe act
it is not an income test. It is it retirement-test and the character of
social security woull be changed quite a little if that were chiaged.

Now maybe it should 1)e, maybe it should be to date, but I think
that if we put anll income test. in there, maybe an incei test extended
over to the eligibility for benefits or the amount of the benefits and, as

12-57) 0-7 -pt.3 -14
-%



1882

I say, it is probably worthy of debate, but that is the reason that people
with substantial investment income still draw their social security.
But it does work a hardship on people living under today's prices.

The nursingg homes that you-
Senator Pi:nvcy. Senator Curtis. would you maind if I commented on

one other hardship endured by social security recIpients.
Senator CuiM'rxs. Sure.
Senator Pmnwy. It is the amount of money widows receive. Lot's take

a specific case of a (oupled1 retired, say. at age 72. The husband dies. Ashusband and wife they have been getting 150 percent of benefits. Sud-
denly that widow, living in an apartment or in a little home, having
certain flx(,d expenses thiat are-lot reduced at all, huas her beiwfits re-
duced to 82.5 percent. I have never known a woman who can live
cheaper than a man, and yet since that woman cannot reduce certain
expenses, she at least ought to get 100 percent of the husband's benefit.
If the woman dies, the widower gets 100 percent, but the widow gets
82.5 percent. It is absolutely unfair.

Senator Cuiris. That proposal is before us, it is in the House bill.
Senator Picycr. RigLt,
Senator CURTIS. Now the nursing homes you investigated, were they

nursing homes for the elderly ?
Senator PERCY. That is right. All of them. we concentrated only on

nursing homes for the elderly.
Senator CurTIs. And the Federal Government was underwriting

part of their operating ex pense?
Senator PERCY. $1.8 billion out of $2.5 billion in the nursing homes

in this country, a very large portion of it, yes.
Senator CuRTis. Now, it is my understanding that under the law,

if there is a highly skilled nursing home where they get extended care
in there, there is it payment made in behalf of tin individual patient,
and also the payments coming from medicaid were geared to the in-
dividual patient, but it is my understanding iii most of these homes
the bulk of the residents are not beneficiaries of either program, that
they are on their own funds or paid from welfare channeled to the
State, so to that extent there are Federal funds iii there.

Senator PErcY. Well the figures I have given were given to me by
HEW and the Senate Sp ecial Committee on Aging.

Of course, as we realize, the States are permitted to have many
different systems.

In.jllinois, for instance, we have a paiticular system which is sub-
ject to a great deal of abuse. It is called a pointss" system. Homes
receive extra dollars for the points, which, in turn, go up the sicker a
patient gets.

If, for instance, a patient is in bed with bed sores, the home gets more
points. There is therefore an incentive to keep patients in bed. They
get more money. Also, we found that the care of the person is l,s
difficult if he is given medication. So we subpenaed they homes' records
on medication. We found that 35 percent of all drug expenses paid for
with Federal funds were sedatives. In other words, give patients a
nice big shot and keep them quiet. It keeps them in bed. it increases

"lhe bed sores, and it insures that you will get your points for bed sores.
In turn, you do not have to hire attendants and care for a person under
sedatives.
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Now if we can by chance walk into homes, as a Senate committee,
and investigate and subpena records, and find that these conditions
exist, then this kind of thing must be happening all over the country.
There are syndicates owning nursing homes. They are big business.
You can buy their stock on Wall Street now. This is a great invest-
ment for someone to exploit and make money off the poor at the ex-
pense of the Federal Government now.

These are the kinds of things where we have to just pull the covers
up and see what is underneath and , what we have done. I know Trhesi-
dent Nixon is very concerned about this too. I came back with the Pres-
ident from Chicago where we had both addressed the American A.so-
ciation of Retired 'ersons. Looking at the figures and facts that he had
on nursing homes and that I was able to sup jnlemeut the President be-came very angry about this situation. le directed Arthur Fleing,
Chairman of the White House Conference on Aging, right on the
airplne with its to investigate and do something about-it.

1s a result, they have come uip with a set of regulations, training
programs, and so forth, that I think will be very helpful. There is,
nonetheless, a great deal I think we can do in the Congress to remedy
this situation.

The CIIAxItmN-. Any further questions?
Thank you very mich, Senator Percy.
Senator Pitcy. Thank you, Mr. Chairman.
(Senator Percy's prepared statement follows. Hearing continues

oil P. 1389.)

STATEMENT BEFORE THE CoMMITnrE ON FINANCE BY SENATOR CHARLES H. PERCY

SUMMARY OF RECOMMENDATIONSS

1. Provide full Social Security benefits (100% as opposed to 821/2%) for
widows age 65 and over.

2. Grant automatic increases in Social Security benefits to correspond with
increases in the cost of living.

3. Increase the earnings limitation immediately to $2,400, to $3,000 by January
1, 1974.

4. Extend Medicare to cover out-of-hospital prescription drugs.
5. Restore medical expense deductibility for persons past 05 as applied to

Federal income tax prior to 1967.
0. Require as a standard for eligibility that one state agency have the respon-

sibility for administering the Medicaid program and for licensing and inspecting
long-term care facilities.

7. Provide for a training program within the Department of Health, Educa-
tion and Welfare for State inspectors of long-tirm health care facilities.

8. Establish a demonstration program for the rehabilitation and remotivation
of patients in long-term care facilities.

9. Provide emergency welfare relief to the states for rising welfare costs, to
include three essential features: 1) Protecti9n of states against rising welfare
costs; 2) Protection of welfare recipients uigainst cutbacks; and 8) Federal
reimbursements based on the specific welfare costs and case needs of each state.

TESTIMONY OF SENATOR CHARLES H. PERCY ON TIE SOCIAL SECURITY AMENDMENTS
OF 1972, BEFORE THE SENATE FINANCE COMMITTEE, JANUARY 27, 1972

Mr. Chairman and'members of the Committee: I come before you today with
a dual purpose.

First. I wish to advocate reform in those programs of such great concern to
our elderly population, Social Security and Medicare.
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Secondly, I urge your approval of my emergency welfare relief amendment,
which would save many states from financial ruin and insure that millions of
this country's most unfortunate citizens are protected against further cutbacks
in public assistance benefits until suel time as meaningful welfare reform legis-
lation can be enacted by the Congress.

At the outset,. let me once again commend the Finance Committee for its dedi-
cation to and interest in the problems of the elderly and of our welfare popula-
tion. And let me especially express my gratitude to the distinguished Chairman
of the Committee, Mr. Long, and the distinguished Senator and committee mem-
ber from Connecticut, Mr. Rlibicoff, for their willingness to support my efforts to
bring relief to the states from the onerous burden of welfare costs. -

I am also grateful to have received assurance from the administration of its
support for my emergency plan to bring states interim aid until welfare reform
takes place. The commitments from the administration and from Senators Long
and Ribicoff would seem to assure the inclusion of emergency welfare relief pro-
visions as a part of any welfare reform program to be voted upon by the Senate,
and for that I am most appreciative.

SOCIAL SECURITY-INCO.ME MAINTENANCE

Full bencflte for wivdows
Under the present law, a retired man can draw 150 percent of his monthly

Social Security allotment if he is married. If the man is a widower, he receives his
full benefits, or 100 percent of what is termed his "primary insurance amount."
If he leaves a widow, she can receive only 82J/ percent of his total allotment as
an individual, even though a widow's expenses are no less than a widower's.

This situation creates serious hardships for many elderly widows, for although
their income decreases almost by half, their expenses do not. Certainly landlords
do not cut rents when their tenants' income drops. Nor do grocers, utility compa-
nies or doctors cut their bills. The drastic drop in income is particularly unfor-
tunate when one considers the emotional adjustments facing the elderly widow.

To correct this problem, I urge the committee to allow widows to receive 100
percent, rather than only 82 h percent, of their deceased husbands' primary
insurance amount.

Automatic co8t-of-Iving increaec8
Among all of the various groups in our society, those living on fixed incomes

such as Social Security suffer the most from inflation. The Social Security recip-
ients must wait for Congress to adjust benefits. This can sometimes take several
years. In the meantime, pensioners suffer hardships for which no belated con-
gressional actions can compensate.

The ohly way to protect elderly people-many of whom are largely or totally
dependent upon Social Security for their income--is to allow automatic benefit
increases to correspond with rises in the cost of living. Cost-of-living Increases
have become an integral part of the salaries paid to American workers. It is my
view that our elderly citizens are entitled to the same protection against Inflation
as that given to younger workers. I therefore urge the committee to approve
automatic benefit increases in Social Security.
Earnings limitation

Perhaps one of the most unpopular aspects of our Social Security system Is
the limitation placed on the amount of money a recipient can earn without
suffering a loss in benefits. Now, if a recipient earns between $1,680 and $2,880
in one year, he suffers a $1 for $2 reduction in benefits. Beyond $2,880, he loses
one dollar for every dollar earned.

There is no issue about which elderly Americans are more distressed than the
earnings limitation. They think it ludicrous, and so do I, that wealthy older
citizens can receive $100,000 in dividends and still get their full Social Security
benefits. Yet if they work, their payments are reduced after earning the first
$1,&40'

A full quarter of the 25 million elderly Americans live at or near the poverty
level. Mlany of these people are poor for the first time in their lives, and for
reasons beyond their control. For instance, some have lost private pension rights
due to plant shutdowns, even though they may have served a company for as
long as 15 or 20 years. Others have worked throughout their lives, but because
their incomes were never more than marginal, they never could accumulate large
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savings or invest sufficiently in stocks and bonds to provide an adequate retire-
inent income. Still others may have saved for their retirement years, but found
their savings completely wiped out because of serious and p.rolonged Illnesses.

For these people, the present system offers two choices: They can try to sup-
plement their Social Security incomV or they can do so by going
on welfare. Those able and willing to work can retain only a modest portion of
thoef earnings over $1,080.

lit addition to economic need, we should also consider the need of elderly
people--indeed, of all people-to contribute to society through working, and to
feel that one's contribution has a value. In this connection, I would like to cite
from the responses to a questionnaire I gave to the Illinois delegates to the
White House Conference on Aging. The specific question I asked was this: Do
you feel inadequate income is the most serious .problem facing the aged? If not,
what do you feel is the most serious probl(inr--Some-of the answers were:

"Inadequate income is one of the most serious problems, but we might give
almost equal weight to the problem of loss of one's role In society."

"Insufficient income is a significant problem but equally important
are social interaction and work.""I agree that inadequate income is the most serious problem confronting
many senior citizens today; but for many others, in almost equal numbers,
lack of a satisfying role in their later years is- more serious, and for them,
finding a place in society will compensate for a lack -fincome or meet their
needs more adequately than money can."

"Among the less visible problems are loneliness, a feeling of purposeless.
ness, a feeling of rejection, and other causes that contribute to mental
deterioration."

The earnings limitation not only runs counter to the high value our society
places on independence and the willingness of individuals to support themselves,
but it also actively discourages many elderly persons from finding meaningful
Jobs.

I believe this social value, as well as the desire among elderly people to find
satisfying work roles, should be recognized to a greater extent in our earnings
limitation policy. I would like to see the earnings limitation abolished completely,
but to be practical, I urge the committee to raise it to $2,400 immediately, and to
$3,000 by Jdfnuary 1, 1974. Between now and January 1, 1974, I propose that the
Administration review all aspects of the "retirement test," and report back to
Congress with recommendations at that time. The indepth review should re-
evaluate the retirement test in light of present-day private pension plan deficien-
cies and the trend toward increasing life expectancy. It should also examine
the feasibility of linking the amount of allowable earnings to need.

As an additional measure of relief tor those over age 65 who want to work, I
propose a credit or refund of Social S(Tnr tT-ties withheld from their wages up
to $1,680 annually. There would be a corresponding reduction in the taxes laid
on income of self-employed individuals.

MEDICARE AND NURSING HOMES

Presoription drugs under medicare, and full medical ewpense deduotibility from
Federal income tawes

Despite the enactment of Medicare, medical expenses continue to take up a
large portion of the elderly person's ncon4 - "he average health bill for
persons 65 and over was $791, six times that of a youth, and three times that of
people between the ages of 19 and 04,

Medicare pays for less than one-half of the health care costs of the elderly,
and it does not cover out-of-hospital prescription drugs. Yet drugs constitute the
largest personal health care cost of the elderly, accounting for about 20 percent
of their out-of-pocket health expenditures. Many elderly people forgo badly
needed medical care simply because they cannot afford it.

The Senate Special Committee on Aging, the 1971 Advisory Council on Social
Security, and the 1971 White House Conference on Aging, have all recommended
that Medicare be expanded to cover out-of-hospital prescription drugs.

I urge the committee to adopt this recommendation, and in addition, to restore
full deductibility for medical expenses from older persons's incomes subject to
Federal taxation, as provided prior to 1907.
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Nursing home care and standards
There are approximately one million elderly persons residing in nursing homes

and related institutions in this country. A very high proportion of these people
are suffering not only from serious and chronic illnesses, but also from Inadequate
care. In too many cases, they suffer from severe mistreatment.

Although the reasons underlying the shortcomings in our nursing homes are
numerous and complex, the subcommittee on-long-term care of the Senate Special
Committee on Aging has managed to pinpoint certain major problems. One cause
contributing to the nursing home problems is the diffu.9ion of responsibility among
governmental agencies for administering and implementing nursing home stand-
ards. During hearings held last year in Chicago on nursing home conditions in
Cook County, it was found that four levels of government-city, county, state and
federal-are involved in the establishment and enforcement of nursing home
standards:

County health officials Inspect homes, but only the State Department of
Public Health may take action to revoke licenses;

The Chicago Board of Health sets standards for homes and also issues
licenses; ;

The State Department of Public Aid decides the level of reimbursement
for public aid recipients, while the Department of Public Health oversees the
City's effectiveness in licensing and inspecting;

And the Social Security Administration and the Social and Rehabilitation
Service of the Department of Health, Education and Welfare administer and
enforce congressional authorized standards for the Medicare and Medicaid
programs.

Since the hearings, the State of Illinois has taken commendable steps to im-
prove the administration and enforcement of its nursing home standards, but the
consequences of this diffusion of responsibility are serious enough to warrant a
change in our Federal law which would vest in a single State agency the author-
ity to administer nursing home standards and to license and Inspect long-term
facilities.

To aid the States in their efforts to administer and enforce nursing home stand-
ards, I propose the institution of a training program for State inspectors under
the auspices of the Department of Health, Education and Welfare.

I am pleased to note that the Administration has already Initiated a Federal
effort with respect to the training of State lnselctors., I urge that this effort
be accelerated further through the adoption of my amendment to H.R. 1 which
authorizes $17.5 million over the next four fiscal years for this purpose.
Demonstration program for the rehabilitation and remotivation of patients in

long-term care facilities
At a minimum, nursing homes should see that their patients receive adequate

medical supervision and good nursing services. Beyond that, they should seek
to rehabilitate nursing home Itlents through physical therapy and other ac-
tivities which improve the physical and spiritual condition of the patient.

In their Investigation of nursing homes In Cook County, Chicago Tribtne re-
porters found that many patients sit for hours doing nothing, or all they do is
watch television because so few opportunities for social and physical activity
exist. In describing the grimness of this situation, one reporter wrote: "They sit
In rooms where the paint is peeling from the walls and the windows are cov-
ered with grime and they stare." Conditions vary, of course, from the best to
the worst, but there is substantial evidence to warrant fear that this dismal
atmosphere prevails in too many homes.

Many nursing home administrators would like to do more in terms of rehabil-
itating their patients, but because of a reimbursement system which discourages
the rehabilitation of patients, they cannot afford to undertake such efforts.

To encourage homes to develop rehabilitation programs and to learn more
about what can be done in this area, I propose the authorization of $35 million
over the next four fiscal years for demonstration programs designed to iehabill-
tate aged in-patients of long-term care facilities.

Mr. Chairman, the elderly are neither a militant nor a loud group, and they
do not have the' money to finance high-powered lobbyists to fight fQr their
needs. Instead. they are inclined to suffer their hardships in silence, even though
their hardships might seem unbearable and infinite, Their sense of pride and dig-



1387 ,

nity is admirable and refreshing, but we should not allow the elderly to be
taken advantage of merely because they do not storm Congress with demands.

Their problems are starkly real. And their needs are immediate. It is with these
thoughts in mind, therefore, that I urge the adoption of the foregoing proposals
and the prompt enactment of them as part of H.R. 1.

EMEiOENCY WELFARE RELIEF

Mr. Chairman, recognizing the monumental task facing this committee and
the press of time, I will dispense t at this point with a detailed discussion of my
emergency welfare relief amendment, which I will introduce In the Senate to-
day, and will submit the following written statement for the Committee record.

STATEMENT BY SENATOR CHIIALES -1. PERlCY ON THF EMERGENCY WELFARE RELIEF
AMiENDMENT TO H.R. 1

Mr. Chairman and members of the Committee: Although the Administration,
Senator Long, Senator Riblcoff and I agree that we need to reimburse the states
for Increased welfare costs until the time welfare reform is enacted, we are not
all agreed as to exactly how federal reimbursements should be made. There
is, therefore, a need to re-examine the critical issues and basic objeCtlves of
emergency welfare relief..

At the outset, I wish to emphasize that emergency welfare relief is not a
substitute for welfare reform. Emergency relief is aimed at relieving imme-
diatv welfare-cost problems, not.at changing the system itself.

I must also emphasize that emergency relief has two equally important ob-
Jectives: one to satisfy the fiscal needs of the states; and the other to satisfy
the human needs of those who cannot help themselves.

Let me illustrate the fiscal plight the states are facing because of rising
welfare expenditures and its resultant human co.ts. The plague of ring welfare
costs has left no state unscathed. The rise in welfare costs across the country
over a span of 35 years is awesome: According to the Social and Rehabilitation
Service of the Department of Health, Education and Welfare, total welfare ex--
penditures in 1936-federal, state and local-amounted to $350 million; by
1950, costs had risen to $2.489 billion; in 1960, to $4.039 billion; and in 1970,
to $14.347 billion. In three and a half decades welfare costs have increased
4,099 percent, with no end in sight.

In calendar year 1971, welfare departments in at least 20 states had deficits
that required additional appropriations from their legislatures. It is no wonder
that a July 1971 HEW announcement showed 22 states making sharp reductions
in welfare benefits and almost all other states considering or making changes in
their welfare programs:

New York and New Jei-sey have cut payments back by ten percent.
Kansas has reduced its Aid to Dependent Children payments.
Maine and New Jersey have dropped their aid programs for dependent

children with an unemployed father in the house.
North Dakota, South Carolinn, Utah, Alaska and New Jersey have re-

duced benefits for the elderly.
Illinois has made cutbacks in its general assistance program.
Although residency requirements have been declared unconstitutional by

the Supreme Court, several states, including Illinois, have tried to put them
into effect to forbid aid to those coming from outside the state.

In Texas last year, voters in a statewide referendum voted "no" when
their state legislature proposed liberalizing a stringent maximum for wel-
fare costs established by the state constitution.

For countless people, mostly children, the elderly, the disabled and the blind,
these welfare cutbacks can mean the difference between eating and starving,
health or sickness, living or dying. Providing states with emergency welfare re-
lief would allow the restoration of the cutbacks and the return of a semblance
of hope and security to those on public assistance.

My Emergency Welfare Relief Amendment, revised according to White House
agreement, would protect states from a maximum of 20 percent increase in wel-
fare costs over their June 30, 1971 expenditures. Federal reimbursements have
been made close-ended to insure welfare cost control.
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At the same time, it would also protect welfare recipients by requiring that
states maintain benefit levels as a condition for receiving interim fiscal relief.

Federal reimbursements under my amendment would be calculated strictly
according to the welfare costs and case needs of each state. Because these costs
and needs fluctuate daily, I cannot, at this time, offer definite estimates of
what each state would receive under the provisions of my amendment. How-
ever, HEW has kindly provided two tentative state-by-state cost estimates for
my amendment based respectively on August and November, 1971, state reports
of welfare costs, which I attach herewith.

I hope that the Emergency Welfare Relief proposal that is accepted by this
committee will have the three essential features of my amendment: protection
of states against rising welfare costs; protection of welfare recipients against
cutbacks; and federal reimbursements based on the specific welfare costs and
case needs of each state.

Proposed fiscal relief to the States under ourrent agreement,1 August:
120 percent plan (1971 base), fiscal year 1972

Alabama
Alaska ....
Arizona
Arkansas
California -
Colorado
Connecticut
Delaware
District of Columbia ---------
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska

Millions
$5.3
1.7
1.5
2.2

167. 4
3.6
9.7
1.3
5.8
6.6
8.2
3.1

41.1
5.3
1. 1
2.1
2.2

2.2
9.8

32.2
34. 7
10. 3
2.9
4.0

.1
2.2

I Relief based on Percy amendment agreement.

4l Uhlonti
Nevada -------------------- $0. 0
New Hampshire --------------- 1.0
New Jersey ----------------- 25. 2
New Mexico ------------------. 2
New York ------------------ 63. 1
North Carolina ---------------- 6.0
North Dakota ----------------- .5
Ohio ---------------------- 21.0
Oklahoma ------------------- 6.2
Oregon --------------------- 219
Pennsylvania 26.8
Rhode Island ----------------- 8
South Carolina ---------------- 1. 0
South Dakota ---------------- .3
Tennessee ------------------- 1.2
Texas --------------------- 15.7
Utah ----------------------- 1.7
Vermont -------------------- 1.8
Virginia --------------------- 60
Washington ......
West Virginia ---------------- 2.5
Wisconsin ------------------- 8. 7
Wyoming -------------------- 2
Guam
Puerto Rico ......
Virgin Islands .......

Total ---------------- 561.4
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Proposed fiscal relief to the States under current agreement,' November:
120 perch nt plan (1971 base), fiscal year 1972

Millions
Alabama $5. 9
Alaska ---------------------- 1.5
Arizona ........- 1. 7
Arkans - -- 2. 6
California 98.6
Colorado -------------------- 4. 1
Connecticut ------------------ 9. 7
Delaware -------------------- 1. 3
l)istrict of Columbia ---------- 5. 3
Florida --------------------- 6. 6
Georgia --------------------- 8 2
Hawaii - ---------- 2. 9
Idaho -----------------------. 6
Illinois -------------------- 40. 7
Indiana --------------------- 5, 3
Iowa ----------------------- 1.7
Kansas --------------------- 2.4
Kentucky -------------------- 2. 9
Louisiana _.
Maine ---------------------- 2. 5
Maryland -------------------- 9. 8
Mas,-achusetts --------------- 33. 1
Michigan ------------------- 34. 7
Minnesota ------------------- 8. 5
Mississil)l)i 2.9
Missouri -------------------- 6. 1
Montana --------------------- .2
Nebraska -------------------- 2. 2

MIllfon8s

Nevada -------------------- $0. 2
New Hampshire --------------- 1.3
New Jersey ----------------- 24. 0
New Mexico ------------------ .4
New York ------------------ 78. 3
North Carolina --------------- 6. 0
North Dakota ---------------- .0
Ohio ---------------------- 21.1
Oklahoma ------------------- 8. 0
Oregon --------------------- 2.6
Pennsylvania ---------------- 88. 1
Rhode Island ----------------- . 8
South Carolina --------------- 1.5
South Dakota ---------------- 1 0
Tennessee ------------------- 2. 0
Texas ---------------------- 2.7
Utah ----------------------- 1. 7
Vermont -------------------- 1.8
Virginia -------------------- 0.0
Washington ------------------ 1.1
West Virginia ---------------- 2.6
Wisconsin ------------------- 8. 7
Wyoming -------------------- .4
Guam ............... . ......
Puerto Rico
Virgin Islands ..........

Total --------------- 515.4
I Relief based on Percy amendment agreement.

The CHAIRMAN. Our-next witness will be Dr. Seymour L. Wolfbein,
dean of the School of Business at Temple University and he is speak-
ing on behalf of the Chamber of Commerce of the United States.

Dr. Wolfbein is accompanied by Dr. Karl Schlotterbeck, also of the
National Chamber.

STATEMENT OF SEYMOUR L. WOLFBEIN, CHAMBER OF COMMERCE
OF THE UNITED STATES OF AXERICA; ACCOMPANIED BY KARL
T. SCHLOTTERBECK, CONSULTANT ON ECONOMIC SECURITY

Mr. WOLFBEIN. Mr. Chairman, my name is Seymour Wolfbein, and
I am dean of the School of Business at Temple University

We appreciate very much appearing before you. My companion,
Karl Schiotterbeck, is also representing the Chamber of Commerce
of the United States.

We do have detailed testimony, Mr. Chairman, which we would
appreciate submitting for the record.

The CHAIRMAN. We will print the entire statement and print your
summary.



1390

Mr. WOLFBEIN. Thank you very much.
I would like to start first -by calling on Mr. Schloterbeck. to very

briefly define the way we see the problem, if I may.
Mr. SCHLOTIERBECK. Mr. Chairman, there is broad agreement on

what is the )roblem in welfare. It is growth in the AFDC family case-
load and costs.

Now, the proponents of H.R. 1 advance three explanations for the
growth in family dependency on welfare.

First, they contend high welfare payments in some Northern and
Western States have caused many poo' families to migrate to these
more liberal States j ust to get on welfare.

Second, they assert that such large welfare payments act as a work
disincentive by encouraging male heads of working-poor families
toquit their jobs--or reduce their weekly earnings-to go on welfare.

Third, they state that these high welfare payments are a strong
incentive to many a working-poor father to desert his wife and
children.

These purported causes of AFDC growth provide the basis for sev-
eral reform proposals in H.R. 1.

Let's look at the validity of these purported causes of the welfare
problem.

First, the migration thesis. This repeated assertion is only a belief
about facts and is refuted by available evidence from three studies.
The prime reason for migration has been the agricultural revolution
which has cut farm employment to less than three and a half million
workers, half of what it was 20 years ago.

Turning to the work disincentive thesis-actual experience belies
this thesis, particularly the experience of unemployed fathers on wel-
fare, who do not choose to remain on welfare to avoid working.

The third purported cause of the problem is said to be that AFDC
serves as an incentive to family breakup. This is another belief about
facts, refuted by evidence available in HEW surveys of AFDC over
the past two decades.

And the President's former counselor, Daniel P. Moynihan, has
stated that 11 * * there are not 5 cents' worth of research findingsq
that the availability of AFDC payments does lead to family breakuip."1

The facts clearly show that father -desertion has not been a major
cause in the growth of AFDC. Moreover, the experience of New York
City reveals clearly that supplementing low earnings of the father
does not necessarily 'iold families together.

These presumed causes are refuted by the facts. Therefore, the
objectives of these proposals and the means proposed for achieving
them should 'be examined.

H.R. l's proposed welfare supplement to .the working poor is cen-
tral to the entire philosphy of this 'bill and is rooted in a 'belief about
what motivates other people to work.

The importance of this device cannot..be overemphasized. We need
more than a sincere belief -that it will encourage family heads to work
harder, to work more, to improve their earning capabilities-and thus
.to work their way off welfare. We need proo, from experience, from
inductive research.

For this reason, the national chamber commissioned a research
analysis of the subject which was made part of the record in these
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Senate hearings in July 1971. The authors found that H.R. l's provi-
sions would erode ti work effort of working pool families as well as
AFDC adults. The evidence from a Rand Corp. study made
specifically for OEO, the most recent interim report in the New Jersey
experiment, and experience with the social security retirement test
verify tle findings of tlese authors. .

Consequently, we urge rejection of those provisions in H.R. 1, which
are l)roposedl as a solution of the welfare l)I'obleill.

Mr. WoLFIEIrN. Mr. Chairman, we come before you this morning not
to tear down various pr'ol)osals, but in an attempt to 1)ut some con-
strictive proposals before this committee which we think will really
zero in on what we think is the clear and present danger-and that is
the accelerating and burgeoning welfare rolls. We will try to do it in
just a few moments based on wlat we do know.

I would like to take just 30 seconds to quote from a very distinguished
scholar in this field, who hal opened to he lny teacher when I was at the
university, Dr. Eveline Burns, who said as follows:

When conteinpating the policies that have been ap)lied in the past, and con-
si(lering those which might be applied in the future, it is impossible not to be both
impressed and depressed by the extent to which policy decisions are mnade and
perpetuated on the basis of beliefs about facts rather than tested knowledge.*.

Now what do we really know, Mr. Chairman and members of this
committee?

I think it is fair to say that we do know that the problem is a long-
range and continuing one.

Mr. Schlotterbeck mentioned the l)o1lem in agriculture. Our f friends
in the Department of Agriculture tell us that almost the last bastion of
labor intensive work is falling by the wayside and is going to be auto-
mated. We ave going to continue to have this pressure from the farm.

We know that there are going to be continued breakups of families.
We know that )eol)le are going on welfare.

We are impressed by the fact that 6 out of 10 families leave welfare
permanently. It would be a good idea to know, if I may say parentheti-
cally, what is it that differentiates those 6 out of 10 who doleave perma-
nently-and there are a variety of facts that we do know.

We do know, for example, that a very considerable part of the wel-
fare recipients do not belong in the mythology about this field. Of the
families with children, one out of two families have two children or
less. One out of every five of the mothers have a high school educa-
tion or more. We think we can train them, they can work; these are
facts on the table.

We know, for example, that the very high tax rate, two-thirds on
additional earnings, can work as a disincentive.

Now based on these various factual pieces of evidence, and now I
come to the close, Mr. Chairman, we make the following recommenda-
tions to you and the committee.

First, we would hope that the legislation that-emerges will con-
centrate on where we think the problem is-the accelerating and in-
creasing AFDC rolls in this country-particularly on those who can
work, who do have the educational background, who do have the size
of family which makes the prognosis favorable for people to move into
the economic mainstream.
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As I said, one out of every two families have two children or less.
We would very much like to see some kind of collection of informa-
tion, incidentally, on this group so we can have a better idea of who
i on the rolls.

Second, focusing on these pea~ple, we recommend very strongly.
that we provide free and adequate child care so that these families
may have that vantage point from which to move into training and
into work.

And given that focus, and given adequate child .care, we think,
third, we ought to provide not only incentives to employers to hire,
but we would very much like to see some kind-

Senator CURTIS. Would you speak just a little louder, it is hard to
follow.

Mr. WOL.FBEIN. We would like to see some kind of assurance of a
job at the end of this effort. We would not only like to see incentives
to employers, but some assurance of public service employment, a
great variety of community betterment jobs.

We can document this demand, if you wish. There is great demand
in the public service field, in the local community, for people to work.

We suggest, fifthly, after-work training programs for the people
who are already at work, who are not earning enough. We should
mount upgrading programs for these people to move them into higher
level jobs in higher paying jobs.

Sixth, Mr. Chairman, we recommend very strongly that while the
States and the localities need help in the increasing burden of AFDC
we would hope very much that the legislation which does emerge will
have some kind of sharing of costs; if only that there be motivation
on the State and local level for reduction of costs, where it can be
made, and this is difficult to do when 100 percent of the bill is paid by
someone else.

Finally, we strongly urge that because the present AFDC program
contains a 662/3 percent tax rate, we suggest that this work disincen-
tive be eliminated completely.

My final sentence or two. If one uses the fact that we do have-and
if one begins to move along this road where we look at this group
constructively, as a manpower potential-people who have talent-
for all we know there may be someone on our relief rolls now who is
going to find the cure for cancer or the common cold or will make the
internal combustion engine run better-look at them positively so that
way you can really move them'into the mainstream.

We would recommend finally and very strongly, Mr. Chairman,,that
we have some kind of research capability, perhaps reporting to the
Congress itself, which would be able to gather the facts and analyze
the facts about this group and about the trends. This group should
report independently to the Congress so that we can-begin to get some
decent intelligence on what the situation is.

Thank you very much.
The CTAIRMAN. Well, if we are going to put some research some-

where, I hope we put it with somebody besides HEW who have been
trying to do research.'Now, the research that stimulated H.R. 1 was based on the theory
if you pay a man as much money not to work as he gets for working
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that he will work notwithstanding the fact that he makes nothing
for it. Now, -anybody with 2 cents worth of commonsense would know
that makes no sense, so I would hope if we are going to have some
research that we would put it with somebody who is not starting from
the conclusion lie wants to reach and laboriously working his way back-
wards from it.

I would hope we would place it with some group that is completely
independent of the conclusion they are trying to reach when they start
oUt.

Mr. WOTIFBEN. Tat is exactly it.
The CHAIMAN. Thank you.
Senator RimicoF. Your testimony intrigues me, Mr. Wolfbein. I

think it is instructive.
I for a long time have been talking about the need for Congress to

have an independent arm not only to analyze the problems of the De-
fense budget, but of the efficacy of our domestic budget.
* In other words, as I gather, what you are trying to say the facts
generally in this county are 5 years ahead of theory, and politicians
are 5 years in back of the theory, so generally we are usually legis-
lating in 1972 for problems that existed in 1962 instead of looking for-
ward to the problem that we are going to face in 1982.

Mr. WOLFBEIN. Senator, I think you are perfectly right, only I just
would not put the burden on politicians. It is true right across the
board.

Senator RIBICOFF. It is true with everybody, but as politicans we
are tile ones passing programs and we are the ones appropriating all
this money whe we are appropriating.

I have been pointing out, but have not got an answer from HEW,
if .we had our own investigative arm, .we might be able to find some-
thing out, that we have spent $31 billion on some 168 programs sup-
posedly to eliminate poverty, arid if we divide that $31 billion by
everybody in poverty and gave them money, every family in poverty
would have $1,000 above the poverty line.

Mr. WOLFBFUN. Your mathematics are impeccable.
Senator RimcoFF. All right. Now if that is tile case, the important

thing to find out is, where is the effectiveness of the money we are -
spending on the programs that all of us are voting for year in and
year out.

Let's go to something else.
A couple of yars ago I came up with the idea that we should pilot

this out. Tile ad ministration, Secretary Richardson fought vehemently
against it. The tragedy of it is at that time this committee was unaiu-
mous for a pilot program, and even Senator Williams, who was
vehemently opposed to this, said to me privately, and I think he might
have repeated it to other men here lie said, "Abe, if we pilot !his out
for a couple of years whatever HEW would want for a pilot, $100
million, $200 million, I would be for it."

Now, of course, the program is supposed to have gone into effect a
year ago and now it has been put off to July 1, 1973. While I am strong
for HR. 1 with improvements, I have been in too many places of
Government to have the feeling of self-righteousness that I have all
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the answers, and I recognize the difficulty we are going to have with
the family assistance program.

We are embarking upon a program that is a complete new philoso-
phy for the United States. I think eventually we are going to adopt
that policy; whether you call it a negative income tax or family main-
tenance, you are going to have such program as that.

I do not know whether the country is ready for it. I think we have
representative men on this committee, it is obvious to me they are not
ready for it and I do not criticize them for that.

If this is the case would it make sense for this committee to take the
situation that you have with the welfare recipients on the rolls now
and just look at the problem with the present welfare recipients to see
what we can do to make as many improvements as we can, and since this
administration now wants this program to go into effect July 1, 1972,
to have this program go into effect on January 1, 1974.

Beginningon July 1, 1972, we authorize the Secretary of HEW to
run a series of pilot programs on a family assistance program in
varied sections of this country to determine whether it wilI work, how"
it will work, to report back to this committee and the Ways and Means
Committee and the Congress on July 1, 1973, or September 1, 1973, to
give us another look at it, to authorize a program but it will not be
implemented until January 1,1974.

Front your standpoint, your experience, does that make any sense to
you?

Mr. WOLFBEiN. Let nrc respond to that.
Maybe the best way to do it briefly is to remind you of what I think

you know; I was the first Director of-Manpower Training and Re-
training in this country wit Ii the Manpower I)evelopment and Re-
training Act that was signed March 1962. This act was passed, the
money was appropriated, and we took off.

One of the first programs was one that looked beautiful, Senator. It
was up in New Jersey; it was for migrant labor who were having a
very rough time. The idea was, why not take some of those people and
train them to be tractor mechanics. In other words, get these workers
into some kind of skilled trade right there in the agriculture field,
which were very badly needed.

Well, we made a survey. We found there was a demand, we had the
people-and my name is on that contract, I signed the contract for that
training program, Senator-and we began. And guess what? It makes
us look very stupid, I guess, but it underscores what you have said
about the great iinportaifce of doing a little bit of demonstration.

We found that in order to be a tractor repairman, Senator, you have
to be able to read and understand the manual. And, lots of these folks,
it was not their ;fault, could not cope with that. As a matter of fact,
that resulted in the first amendment to the manpower bill, which per-
mitted us to give basic training in education, like reading and writing.

Now that was my first experience. It is a classic example of the great
importance that, as you said, before you take off in it multibillion-
dollar program, let's get some real down-to-earth experience.

So that in principle, personally and professionally, I would ar
with you completely. Now, I am sorry I am not expert enough to
know the timing.
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Senator Rimcori. No, you are not, because this becomes4-- very-
I mean the question that we are driving at, maybe we in Congress
who have the responsibility, I think Congress has abdicated its re-
sponsibility in this Nation to legislate. I mean, I think we forget there
are two bnids of Pennsylvania Avenue, one where the President is in
the White House, and out' responsibility.

We generally only react to what the President said, yes or no, but
we very seldom initiate any ideas and thoughts of our own.

Now, from the standpoint, as I look at these programs--and I will
accept part of-that guilt as a former Secretary of HEW, as a former
Governor-that you have these grandiose ideas that sound good on
paper, and you put then into effect, and you go to your legislitureor
your Congress and you vote them into being, they are multimillion,
multibillion, and you are stuck ad infinituin. Year in and year out,
we keep pouring more and more money in without realizing or know-
ing or evaluating whether they are working or not working.

Now, we have big budget deficits. As a liberal, I am just as concerned
with a big budget deficit as the conservative members of this commit-
tee and I know if you are going to have a list of priorities, you can
tall about the peace dividends all you want, no matter what peace
dividends you have, you will not have enough money to take care of
all the domestic needs we have. So we do have an element of priority.

But nobody is evaluating the billions of dollars we are spending on
past programs. The chairman is right, if you ask HEW to evaluate
this program, or Labor or Colnmerce, they are going, or Agriculture
they are going to come ul) with an evaluation to sow that it works and
it is good. If it is a bad evaluation, they bury it.

My understanding is there are some $600 million which have been
spent in evaluating 'poverty programs, and many of those evaluations
indicate those programs do not work but those evaluations never see
the light of day. The public does not know and the Congress does not
know.

Mr. WOLFBEIN. And this, Senator, I think hurts not only the pro-
gram itself but the clientele because what we want to do is get the
best thing thitt is responsive.

Mr. ScHtonrRBECK. Senator, last year when the chamber testified
before this committee on welfare, we were asked the same question.
How did the chamber feel about pilot-testing FAP? We said go ahead
and pilot-test 2 or 3 years build in evaluations, but we also urged this
committee to pilot-test what the Chamber was recommending, build
in those evaluations, too, so we are for the pilot testing.

Senator RIBICoFF. Thank you, Mr. Chairman.
The CHAIRMAN. Senator Bennett?
Senator BEN .TT. Mr. Chairman, two statements were made today

that puzzle me, and maybe I would like some more explanation.
The first statement was that six out of 10 people need Government

supplementation of their income. Did I hear it correctly?
Mr. WOLFBEIN. Of the statement you referred to, this, Senator

Bennett, is a little bit of factual data we believe indicates that people
on welfare over a period 6f time about six ofevery 10, exit from che
rolls and exit permanently. In other words, there is a substantial turn-
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over; and with some temporary help, they go on and apparently find
work or other resources.

Senator I3ENNFA',. I am glad to get that straight because, as I un-
derstood it., you were raising the welfare, the need for welfare, to 120
million people. '

Mr. WoiL.XiwN. No, just, the opposite.
Senator i3ENN-r. Six out of 10 people needed some welfare. Then

you said later on that, you referred to the fact there was a 66-percent
tax on earnings of people on welfare, and you thought the tax should
be taken off. I)o you mean that people on welfare should be allowed to
earn as much as they can indefinitely and still stay on welfare?

Mr. WoLPmBRIN. No. I will let Mr. Schlotterbeck talk to this. ie is
the expert on it.

Mr. SCIIr..orr1 nECK. The research that the chamber.commissioned
showed that the high "tax rate" of two-thirds was a work disincen-
tiv'e. You have in the present law a 67-percent "tax rate," so we are
recommending t.lhtt since( it is a work disincentive, rat l]iI tln an incen-
tive, that it be rescinded for the same reason that wNe are opposed to
the two-thirds "tax rate" in H.R. 1.

Senator BENNENrr. This leads. me back to my question again, you
want no limitation on the amount of earnings--

Mr. SChIWrIrYRBWFK. No.
Senator BENNF'rr (continuing). A person can make who is on wel-

fare?
Mr. SCHLOITERBECK. In our recommendation, Senator, we urge that

the efforts be concentrated on small families whose welfare payments
are not competitive with entr-y job pay, so that when they get work-
ing, they are completely off welfare.

Senator BENNPI'-r. Do not change the subject.
Mr. SciIorTrEiEcK. I am not trying to.
Senator BFNNEL-r. Would you leave any phaseout pattern so that

people who move from welfare to work will find a point at which wel-
fare ceases and they are then dependent on their-

Mr. SCHLOTrERBECK. If you want to make a $30 or $60 a month fiat
disregard, according to this research we had done it is not a disincen-
tive. But when you introduce disregarding $1 out of $3 earnings, in
other words, the two-thirds "tax rate", that is the disincentive.

To answer your question specifically, if you want to give a $30 or
$60 monthly disregard, that is not a disincentive; but when you intro-
duce that "tax rate', it is.

Since the inductive research and experience with the social security
retirement test, which is only a 50-percent "tax rate", is a work disin-
centive, then we recommend that you take it out.

The CHAIRMAN. You are eligible or not eligible, flat cutoff ?
Mr. SCHLOTMhRBECK. That is right.
Senator BENNEr. Yes, at what point?
Mr.* S01wrrEmtECK. At what point?
You get these heads of small families into jobs that the pay is totally

self-supporting and they get no welfare.
Senator BF Nr. Well, maybe if I were one of these I would say,

"Yes, this pay may be self-supporting but it does not satisfy me, I
am not willing to move off welfare and have you cut me off of that."
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It seems to me you have to have some kind of a phaseout pattern,
you hav to have some kind of t cutoff point, or else you are saying in
effect tliat once ia man gets on welfare he is entitled to stay on it regard-
less of the amount of money he may make by working as long as he
says that does not satisfy him.

The CiIA IMtAN. If I understand your position, you are saying you
ought to keep the payments low, you ought to provide jobs, and then
you ought to shift, them from welfare into the jobs and when they take
any job off tie welfare they come; that is your idea?

Mr. Sc1iLo'-rvEicK. So long as the pay is substantially inore than
they are getting on welfare and the only families where that would
be true would be the small families; but the small families are about
half the total caseload.

,Mr. WoIFrNIN. This is why we emphasize, Senator, there really
ought to be that employment opportunity at the end of the rainbow,
whether it. is public service employment or private employment, the
focus on the employment side.

Senator BlxxiVr. Well, you have a flat cutoff, so a man approaches
that point, let's say your cutoff with the welfare is $4,500. As he ap-
proaches the ,oiut., he will have to decide whether to take the risk of
employment or whether to hang on to welfare, and many of them, I
am stre, will say, "Well, look, do not raise my pay any more because
I will lose my welfare."

Mr. SI,(YrTEIvBEmcK. Senator, you keep talking about a man, but
most of the families on welfare are headed by mothers; and, second,
you talk abolt $4,500 and, of course, that is probably for a family
of four.

According to a 1967 AFDC survey, 70 percent of the families got
less than $200 a month in welfare.

Senator BFNNTFr. I was just, using that as a figure for the purpose
of develo ping the illustration. I am not talking about $4,500 as being
good, bax, or anything else. But it seems to me that you face us or we
are faced with a problem.

Are we going to phase this out or are we going to have a flat
cutoff, and you see tie disadvantages of the phaseout. I think there
are a lot, of disadvantages of having a flat cutoff, and-

Mr., Scuaio'vrEImwK. Well, I have to ask you, Senator, why is it that
experience shows--you know we do not have much information about
AI('D, but why is it experience shows-60 percent of the families
who come on welfare and go off, they stay off? How do they make
it?

Senator BE N;Nrr. Are you talking again about men or women?
Mr. SCITiJ'fVEIECK. They are mostly women. There are not many

men on welfare.
Senator CURTIS. Is that not also true that every year in this country

we have large numbers of people who graduate out of the poverty
levels?

Mr. SCHLoTTERBECK. Of course.
Senator Bm.NNF rr. What percentage of that 60 percent come back

into welfare-
M r. SCiEoTrf RBECK. These are HEW figures, they are not ours.
Senator BENNETT (continuing). When temporary jobs disappear?

72-573 0 -72 -pt. 3 -15
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Mr. SCHLOrEIRBECK. They have testified out of every 10 families on
welfare, four out of 10 leave and come back; but six out of 1Q, when
they leave they stay off.

Now, the question is, how do they make it. We need research on
this. We will learn from the success of these 60 percent.

Senator BN:'mr. But these are the 60 percent that go off. Now
this set of figures does not take into consideration the people who
come on and stay on.

Mr. SCII.Oi'MEMJECK. No, the 40 percent does. They come- -
Senator Bi NE'-r. Wait a minute.
It says that four out of 10 families will be back on the rolls the

second time. That says they go off and they come back.
Mr. Sci-mo-rFn..nccK. And they go off and they come back.
Senator BENNETT. And 60 percent of those who go off stay off, but

what about the people who never go off the first time? What is the
percentage of the total welfare load that is represented by people
who get on there and stay on there?

Mr. SclA)nrFEiuwc1.. I do not have tlose figures, they are available
but it is a relatively small percent who are on as long as 10, 15 years.
But, the figure is available.

Senator BE.N NErr. I have no further questions.
Senator CumiTs. I would like to protest as I did the other day. I

think we are inviting a lot of trouble referring to this factor as a tax.
Now I concur with the chamber, for instance, that they recommend;

that the one-third earnings disregard be repealed, I think it should be.
But this is by no means a tax. A tax is levied on income. Welfare does
not fall within the definition of income. The administration of welfare
follows this general pattern:

A caseworker ascertains the needs, then they ascertain the available
resources and the difference is how much welfare they need.

Now, if their resources go up, therefore, they need less welfare. That
is not a case of the Federal Government imposing a 67-percent tax on
it, because all that it does is confuse the -people.

Well, by anybody's definition-
Mr. ScIorR'iiECki. Senator, I think your comments are absolutely

correct.
Senator CURTIS (continuing). It is not a tax.
Mr. Sd1 oJ-1VoRBECK. And we used the term "fax rate" in quotes in

our prepared statement--
Senator CURTIs. Yes.
Mr. SCHLOTTEBECK (continuing). To make clear that it is not a tax

.at all; but it has the results as though it were a tax. But your comments
are absolutely correct.

Senator CurTis. Yes.
Mr. SCHLOTTERBACK. It was for want of a better term, and a short

term, to explain this earnings disregard.
Senator CURTIS. Any term in the dictionary would be a better term,

any of them at random so far as that goes, because it could lead to a lot
of trouble.

Mr. SCHLO rERBECK. That is right.
Senator CURTIS. It is going to give the impression that here we tax

welfare people in the 60 percent bracket when, as a matter of fact, the
most of them would not be taxed at all in the general income tax; they
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will be in the social security tax, that is true. But the theory of welfare
throughout the past is to ascertain the need and supply it.

Now, if the need becomes less, there is less to be supplied. Well,
that is not imposing a tax on them.

Now, Dr. Schlotterbeck, you alluded in your statement to the fact
that New York had a modified family assistance plan. How does that
operate and what kind of experience hoxe they had there?

Mr. ScIImorrmnFcC. They have an-
Senator CUvIs. Is that the city or the State?
Mr. Scmir,o'Trimrc1. It is a State program financed by the State

and the localities, which supplements the earnings of families headed
'by fathers so that they will get as much total income-earnings and
this welfare supplement-as they would if the father were unem-
ployed and went on AFDC-UP or if the father deserted and the fam-
ily went on AFI)C.

Now, that means that they have eliminated this incentive of AFDC
for the father to desert the family.I A little research done in 1966 of mothers on AFDC who had been
deserted, the mothers testified, most of them, that the fathers deserted
not before but after they got on welfare. So they got on the State
program and that would automatically qualify for AFDC-UP or
AFDC, and once they got qualified, then the lather deserted them.

So, rather than holding the families together, it did not. This is
a modified family assistance plan.

Senatoi' CURTIs. As a matter of fact, the breakup of homes is a prob-
lem that stretches across the board, irrespective of income, and the
facts do not support the contention that the welfare program or the
desire to get on welfare is a significant cause, is that not correct?

Mr. SCHLOTTERUECK. That is corre-TY -
Senator CURTIS. Yes.
I understand in Los Angeles County, Calif., that half of the mar-

riages end in divorce, and I would doubt if that has any significant
relevance to the welfare program whatever.

Also I think the facts will show that those States that have availed
themselves of the Federal program to provide AFDC benefits for the
unemployed, and where they have made those benefits more liberal
than some other States, that some of those States have had the highest
desertion rate, the highest family breakdown.

Mr. SCiiLOTTERBECK. I might interject there, Senator, New York
City, that has this modified family assistance plan, which should hold
families together, according to the contentions of the advocates of
H.R. 1, between 1961 and 1967 when father-deserted families increased
nationally 138 percent, they increased 337 percent in New York City.
In fact, the city accounted for 60 percent of the total increase in
father-deserted families in the country, and yet they have a modified
family assistance plan.

Senator CURTIS. Now, your reference to why people move from one
area to another, you mentioned changes in agriculture, and so on, it
is your contention that the movement of people is based on other causes
rather than information that better welfare and more welfare is avail-
able to them where they are going; is that right?

Mr. WOLFBEIN. Well, this is wl at our testimony says. May I speak
to it for a moment, Senator, very briefly?
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Senator CUnS. Yes.
Mr. WOLFBMEIN. As is true in all cases of movement or migration, as

we call it, there is always the factor of a push that inpels people to
move, but all the research we have done indicates there is also the pull
of areas. Here we do have, I think, a decent body of information whiich
shows that in terms of the folks who have moved in the past 20 years,
Senator, there has been both.

Now the push, and I think this is as clear as can be, is the enormous
changes taking place in agriculture that Mr. Schlotterbeck has already
mentioned.

Here we are a country of more than 200 million people. Today, we
only have about 31/2 million people working in agriculture, produc-
ing all the food, all the feed, all the fiber, everything that is exported,
a very small number. Of course, in the past 20 years farm employ-
ment has decreased by about 3.7 million workers, so there has been a
very, very severe lack of employment opportunity on the farms, as
we all know.

However, I think there has always been a very substantial, what
shall I say, pull or magnet on the part of the larger cities in the metro.
politan areas that I really do not think has been mentioned enough.

I brought with me a report that just came out from the U.S. De-
partment of Labor. It is called "Occupational Characteristics of Urban
Workers, 1970." It has some striking figures which I am not going to
detail, but it emphasizes that in the major cities of America, while
the unemployment rate may be very high, they still represent major
areas of employment opportunity for )lacks and whites.

For example, the data show that one-third, and I quote now, "of
the Negro workers, residing in metropolitan, areas were engaged in
white collar work;" that is 33 percent. Outside of the metropolitan
areas, the percentage was only 14 percent, less than half.

In fact, as this table indicates, if you take white collar work, which
is relatively higher paying, and so on, you find-and these are for
Negroes-to quote the table, 14 percent of all Negro Workers in the
nonmetropolitan areas are white collar workers; it umpss to 33 percent
in the larger cities.

Senator CURTIS. What you are saying is, it is the desire for a job
or probably family reasons, or they know somebody in the city to
which they are going.

Now, they may be disappointed and become on welfare afterwards.
Mr. WOLFBEIN. Exactly.
Senator CURTIS. But they are not migrating for more lucrative

welfare?
Mr. WOLFBEIN. We have a very good example, come to think of it,

Senator, in my own State, the Commonwealth of Pennsylvania.
When the Supreme Court ruled, you know, residency laws were not

constitutional, we watched this very carefully in our State to see what
would be the result. Now we watched this for about a year or so; we
took a look at the new folks coming in and applying for welfare.
The fascinating thing about it was that the great majority came from
four States. Every one of those other four States had a higher welfare
payment than the Commonwealth of Pennsylvania.

Senator CURTIS. I had in mind some other questions, but I think you
have brought them out so I will yield my time.



1401

Senator RlBicon.r. Mr. Chairman, I would like that pamphlet re-
ferred to by Mr. Wolfbein be made part of this record. And also, would
you name the four States from which they, came to Pennsylvania?

Mr. ScHLo'rr1OUVEc1. California, Illinois, New York, and Massa-
chusetts.

Senator ANDERSON. Are you speaking here today for the U.S.
Chamber of Commerce?

Mr. ScHLo''ERBEmc.. That is correct, yes, sir.
Senator ANDERSON. Have they approved this testimony?
Mr. SCULOIoirFmtBEC1K. Yes.
Mr. WoiiiN. Yes, sir.
Senator R micoFF. Do you know the number of people involved in

that?
Mr. WOTaI.BEIN. In this period?
Senator RImcOFF. The study, the people moved in.
M rs. ScIILO'rrIUIEciK. I cannot answer you.
Senator Rnmicopv. I wonder if you would be good enough to supply

the committee for the record the detailed study.
Mr. ScI1ro'rrn.nm.EcM. Yes, sir.*
Senator ANDERSON (presiding). Senator Nelson?
Senator BE !,N-rr. Senator Nelson.
Senator NELSON. I Will pass.
Senator FANNIN. Thank you, Mr. Chairman.
Dr. Wolfbein and Dr. Schlotterbeck, I have been very impressed

with some of your testimony and I just wonder how we could carry
through on some of the recommendations you have made.

We are all seeking equitable solutions for these problems. The state-
ments you have made about research badly needed I agree with. We
talk a lot about pilot programs. I do feel pilot programs properly
administered could give us a great deal of beneficial information.

We know from the results we have had on the medicare and medi-
caid, the runaway costs that have been illustrated by some of the testi-
mony we have hadl here.

Medicaid, for instance, in Illinois, the Governor has tetified that
medicaid now constitutes 44 percent of their welfare costs, many times
over what was estimated, so we did not know what we were jetting
into.

You say that a high level research coimeil should be established to
be responsible to and report to Congress on the kind of research needed.
It has been discussed here that because of political distrust perhaps we
could .not have it present the standpoint of maybe a Presidential-
appointed committee.

It is regrettable, but that is what has beeni stated, and then, of course,
the academic community is being somewhat forced out of research.
Just what specific recommendations do you have in this regard'? How
could this researdlh be accomplished?

Mr. SCHLOTTERBECK. Well, I think, Senator, the need for this is in-
dicated, first, by the fact that the Joint Economic Committee, the Sub-
committee on Fiscal Policy, is undertaking some of this needed
research.

Senator FANXNN. I agree with you on that, but just how could it be
done?

*See p. 1428, for response of the witness.
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In other words, do you hav-e specific recommendations?
Mr. Worf1HIN,. Let me say a word oil this and I)erhaps it will be

helpful.
I am reminded very much now, Senator Fannin, as we sit here in

1972, of where we were back in 1938, 1939 when I first came to Wash-
ington in the uneml)loyment field. Here. we are sitting on top of 10
years' depression, and this is literally true. We had no systematic in-
formation on how many unemployed' who they were, where they were,
their ba(groilld, or their skills. I think one of tihe great, things that,
happene(l at the end of that decade was the design of a systematic, col-
lection of information so that you could 'have some recent intelligence
to design programs. Now we do not, have that on welfare.

ks to exactly what to do, there are a variety of ways of doing it,
just one exaile is indicated in our testimony. We might begin, for
examl)le, in an almost elementary way, Senator Fannin, by getting
some kind of inventory or profile in each of tie major arens: of how
many people'are on the rolls, some of the basic information about them,
their education, their skill, and their manl)ower potential. This could
be done, the records are there: I have spolke, to mntny of tle I)eol)le
who are receiving welfare, and they would like to see this-opened up
so )eol)le will begin to see the real facts instead of the mythology.

'elre are all these records, they are available in the "m1aior areas.
lVe cotild take a samnple of them the teclnicians are available and
the technology is there. We would begin to get some regular informa-
tion that all of us could use.
This is one almost obvious step.
Senator FANNIN. I think you both present the case quite. well as to

the need for it and all, but we have had voluminous reports from
HEW. I do not understand many of them because I just cafinot be-
lieve them.

My own observation is so vastly different than what they present
so I am searching for, and what, we are all searching for is some way
of having a research program that would be acceptable and recog-
nizedi as unbiased and present the details to us.

Senator ]ENN fT. Mr. Chairman, that is a vote in the Senate, so I
think we will all have to run. I think we can be back by about 11:80.

Mr. SCdLo'rEmm.lCK. Senator, you might consider the GAO as a
separate unit, or the Congressional Research Service completely re-
sponsible to Congress and set up by Congress.

Senator FANNIN. I would very muchi appreciate if you would give
us some thought on it and drop a line on it.

Thank you very much.
Mr. SCIrLOTTEnBECK. Thank you.
(Prepared statements of the Chamber of Commerce witnesses and

a communication subsequently received from Mr. McHenry follows.
Hearing continues on p. 1441.)

STATEMENT FOR THE CHAMBER OF COMMERCE OF THE UNITED STATES BY
SEYMOUR L. WOLFBEIN, AND KARL T. SCHLOTTERBECK

My name fs Seymour Wolfbein. I am Dean of the School of Business at Temple
University. Currently, I am a member of the National Chamber's Special Com-
mittee on Welfare Programs and Income Maintenance and its Committee on
Manpower Development.
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Before joining.Temple University, I worked for 25 years in the U.S. Depart-
ment of Labor in various assignments. From 1062 to 1965 I was the Director of
Manpower Development and Training. After that I served as Economic Advisor
to Secretary of Labor Willard Wirtz.

My associate is Karl T. Schlotterbeck, who for several years was Economic
Security Manager for the National Chamber. He is serving today as a consultant
to the Chamber.

We are speaking today on behalf of the National Chamber, the world's largest
federation of business enterprises and organizations. Its membership embraces
40,000 business enterprises, 3,600 trade and professional associations, and local
and state chambers of commerce, with an underlying membership of approxi-
mately 5 million individuals and firms,

SUMMARY OF RF.COMMENDATIONS

We urge rejection of those provisions in H.R. 1 which are proposed as a solu-
tion to the welfare problem. This proposal, billed as welfare reform, offers no
solution to the welfare problem. Hence, much of the proposed additional spend-
ing would increase prospective deficits and would be futile.

We do recommend alternative actions which will make a start in solving the
AFDC problem.

Training and job placement should be focused on those AFDC adults whose
welfare payments are not com)etitive with job earnings.

Public service employment should be provided for AFDC adults when private
jobs are not available.

Part-time public service employment for able-bodied AFDC adults with larger
families should be available so they can earn a part, at least, of their welfare.

Free, child care services should be made, available to children in AFDC families
when the adult family members participate in job training or employment
program ms.

Upgrading programs for the heads of working poor families should be initiated.
This will assLst them to rise to higher levels of income and also open up jobs for
AFDC adults.
APDC vots should continue to be shared between the federal and state gov-

ernments. Federal regulations should be adjusted to enable every state to develop
construeti ye innovation.

The 66% percent "tax rate" in the present AFDC program should be rescinded
if Congress wisles to provide incentives for eml)loyment.

Congress should establish its own research advisory council. Only then can
Congress be assured of needed basic knowledge, such as the real causes of family
dependency on welfare, the overlapping of various programs, and the characteris-
ties and manpower potential of AFDC family members.

8A.SIs FOR CHAMBER COMMENTS

Over the last several years, the Chamber has become Increasingly concerned
about the welfare problem, and about poverty. It has devoted progressively more
of its resources to the study of these problems and a program of membership
information.

In the course of this study, we have learned much about these programs. We
have also learned how relatively little is actually known about the people on
AFDC.

In considering this bill, this Committee will be shaping welfare policies which
may well prevail for the next third of a century, as was the cas* when the Social
security Act of 1935 was written. Today, you have some advantage over your
predecessors. Although today's knowledge about welfare dependency is admit-
tedly meagre-in 1935, it was non-existent.
H.R. 1 is virtually a retread of last year's bill, H.R. 16311. The Secretary of

Health, Education, and Welfare told this Committee last July 27 that H.R. 1 em-
bodies the basic principles of welfare reform in the original proposal. We urged
this Connittee to reject that bill-and we repeat that recommendation about the
welfare provisions in H.R. 1. They add up to a non-solution program.

Last Spring, the President said, "We need an entirely new approach that will
reach the reasons for soaring welfare costs and not simply deal with the results
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as we are now doing." 1 This statement about welfare reform has been amplified
by Administration spokesmen, by the Ways and Means Committee, and by sup-
porters in the House.

Ili this presentation, we will We concerned with the broad structure of the pro-
posed reform program-not with the minutiae in the many provisiOns ill H.R. 1.

First, we will present briefly the broad structure-a statement of the welfare
problem, the purls'ted causes, tihe objectives and proposals to be achieved and
how-and finally, the projected results.

Second, we will analyze the validity of the stated causes, examine the relevance
of tile objectives to tile causes, test the reasonableness of the means devised to
hell) achieve then, and al)praise the -reliability of the promised success,

Third, we will offer some recomnendations that would make a beginning in
solving the welfare problem. Moreover, we will suggest some further investigation
that could lay the basiss for additional constructive action,

THE WELFAIIE REFORM PROPOSAL

Unless there is broad agreement on what is the welfare problem, various
objectives could be proposed, and prograins devised to achieve them-objectives
and programs that could be incompatible and self-defeating.
The Problem

When II.R. 16311 was under consideration, the startling rise during tihe 1960's
in tite number of families dependent on welfare, and ill costs, was the problem.
Since then the much greater growth by tile Spring of 1971 inade welfare reform
the number one domestic priority.

Referring to the sharp growth in the preceding 18 months, the Secretary of
HEW told this Conlmlittee last July that "this exponential increase alone makes
an overwhelming case for the replacement of the current welfare non-system."
That Is, growth iln AFDC family caseload is the problem.

Tie public Is concerned not just with the consequent rise in costs, but especially
with tile increase in the number of families not self-supporting. As this Com-
mittee well knows, these families are for the most part headed by mothers. Thus,
an underlying concern Is-what in our society are the causes for this sharp
and continuing growth in the number of dependent families headed by mothers?
The CaU 8c

Four explanations are advanced for this growth in family dependency on
welfare.

First, the Administration contends that high welfare payments in some north-
er and western states have cause a great number of 1)oor families to ingrate
from rural areas, ePpeclally from southern states, to these more liberal states
Just to get on wvelfar6.

Second, they assert that the large welfare payments in these states have en-
couraged male-heads of working poor families to quit their Jobs (or reduce their
weekly earnings) to go on welfare for families with unemployed breadwinners
(AFDC for Unemployed Parents).

Third, they state that these high welfare payments are a strong incentive
to many a working-poor father to desert his wife and children when AFDC
would. provide them with more Income than he call earn.

Fourth, certain detailed provisions in I.R. '1 identify another cause-fraud
and other abuses.

These purported causes of AFDC growth provide the basis for several welfare
reform proposals in H.R. 1.
Objectivcs and Propo8al8

In his statement before this Committee, the HEW Secretary has spelfied sev.
eral objectives which this bill was intended to achieve. Naturally, the major ob-
Jectives are to eliminate these causes of growth. -

The first proposal is to establish a national minimum Income floor for families
with children, whose incomes are below a specified level. This level varies de-
pending on faily size.

These minimum income levels are very much greater than the AFDC payments
now prevailing in several southern states. The objective is to eliminate the"strong incentive for poor families to migrate to higher welfare states."

t See, "Welfare Reform. A Fundamental Change o Direction," Excerpts of Remarks at
the Republican Governors' Conference, April 19, 1071.
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The second proposal is to establish work requirements for those family adults
able to work. Every family adult applying for and found eligible for welfare
liust register and, if found employable, must take a job or training for a Job. This
work re-quireinent would al)l)iy not only to mothers heading families (with cer.
taili ex(,')tlolls), hut eslxcially to unemnployed fathers heading poor families.
The objective Is to elliminate the second I)urported (ause of AFDC growth-
fathers quitting .jobs or reducing work effort to get welfare.

The third proposall Is to4)rovide a strong work incentive. The bill I)rovides
that the first $0 of monthly earnings and one-third of the remaining pay
will be disregarded in determining eligibility for, and amount of, welfare bene-
fits. For example, an eligible mother with three children woulhl be entitled to $200
a month In welfare. If eml)loyabfle an1d placed in a Job paying, say, $240 a month,
she would have only $120 of this mountedd and lhr welfare benefit would be $90.
Thus, her total monthly income would be $320. The objective is to encourage
these mothers to take i Jol)-and, hopefully, to become self-supporting in the
future.

Implementing the second and third proposals in relation to mothers on AFDC
would deal not with a caiuie of welfare growth, but with reducing the current
a('seload.

A fourth proposal is to extend welfare eligibility to every family headed by
a regularly employed father with relatively low inconme. Such fathers would
be subje(t to the requirement to take a Job. Since they are regularly employed,
thit. requirement is irrevelant. But mor( Ilml)ortantly, it is contended they would
benefit fromn the work incentive provisions whereby their earnings would be
sul)lemented by a welfare payment. Under present law, such fathers are not
eligible for A FC)( in any state.

The objective of paying welfare sulpplements to such families is to eliminate
the third alleged cause of AFDC growth-father desertion,

Another l)roposal is to raise incomes of working poor families headed by either
a male, or female, ill) toward, or even above, the poverty income level. In fact,
families already above the poverty level could receive welfare supplements.

Proiscd Resitits
With these proposals, and with specific provisions in H.R. 1 to implement

them, there would, of .ourse, be an immediate increase in the family welfare
caseload and in costs. There remains one question-would the growth in case-
load be reversed? In the foreseeable future, would the aggregate costs be less
tian those of continued AFDC?

Spokesmen for H.R. 1 give firm assurances that within five years there would
be a turn-down in costs-and in ('aseload, almost immediately--ince the pur-
ported causes of AFDC growth would 1e eliminated. The work incentives
would be of a kind and amount to encourage working poor family heads and em-
ployable AFDC adults to put out greater work effort and thus earn their way off
welfare through their owi efforts.

According to advocates of H.R. 1, "What you have in this bill, even though
it may be an increase now, is the assurance that over tie years welfare rolls
will decrease . . . It holds the hope and the assurance that over the years the
costs will decrease and the rolls will decrease..." 

ANALYSIS OF FAMILY WELFARE REFORM

Tile provisions in H.R. 1 to achieve a solution to the welfare problem are
many, very detailed, and very complex. Taken as a whole, if they offered real
promise of solving the problem, they should be supported. With unfolding ex-
perience, necessary adjustments could be adopted to strengthen the overall
program.

We are mindful, however, of a candid appraisal of changes in public welfare
in the past. One of the leading scholars and thought leaders in public welfare in
this country observed in 1967 that:

"When contemplating the policies that have been applied in the past, and
considering tlose which might be applied in the future, it is impossible not
to be both impressed and depressed by the extent to which policy decisions
are made and perpetuated on the basis of beliefs about facts rather than

I "Congressional Record," June 22, 1971, p. H. 5004.
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tested knowledge, even in areas who it would not seem impossible or even
difficult, to secure hard data... the sum total of our knowledge is meagre." I

The proposed changes il public welfare policies are drastic and radical. Mil-
lions of people will be affected dlireetly or Indirectly, Government costs will be
escalated. Consequently, the candor of this scholar is also all admonition-giving
rise to several questions.

Is there agreement about the identitication of the problem? Does available
evidence verify the purported causes? Are all of the objectives In the bill clearly
and directly related to elininating these causes? Are the policy changes and other
innovations for achieving these objectives reasonable? Does experience, or induc-
tive research, validate these provisions? Are the projections of future experience
reliable? Ili other words-wlll this reform proposal solve the'welfare problem?
What does "tested knowledge" reveal?

THE WELFARE PROBLEM

There would appear to be it consensus on the nature of the problem-growth
of family dependence on welfare. When H.R. 1 was debated i the House, the
Chairman of the Ways and Means Committee said:

"From the beginning of 1960 to the end of 19069, the AFDC rolls were
increased by 4.4 million people, a 147% Increase. The total cost of the
program iore than tripled, from $1 bill01 ion 190 to about $3.5 billion
at the close of the decade of the 1900's. If the situation in welfare was
alarming and in a state of crisis arthe beginning of January 1970, the
AFDC program is now completely, totally, out of control. The January
1971 expenditures for AFDC were $482,423,000. That represents a 40.5%
increase from January 1970, just one year. The number of AFDC recip-
ients rose from 7.5 million in January 1970 to 9.8 million ili January
1971-two and one quarter million people oil AFDC in just one year." '

Since most of these people are in families headed by mothers, there is equal
concern about this. "The exploding number of broken families which are becom-
ing increasingly dependent on welfare for all their needs poses serious social
problems." 8

Thus-growth in family dependence on welfare, and in public costs for support
are obverse sides of the same problem. And the facts do support this identification
of the welfare problem.

VALIDITY OF TIlE PURPORTED CAUSES
Migration Thes18

Migration of poor families from rural areas, especially from southern states
to northern states, and to one west coast state, in order to get their large welfare
payments Is believed to be a major cause of the problem. ", . . there is a great
disparity of payments between the several states, which great difference has
resulted in an influx of people into the northern Industrial states from the south.
ern states and Puerto Rico . . . In the legislation of H.R. 1, efforts were made
to try to narrow the gap in this broad differential iji order to discourage this
migration and to even encourage some of the people to return home." 0
The repeated assertion that high welfare payments have caused a large migra-

tion of poor people to get on welfare is only a belief about facts-and is refuted
by available evidence. The special study of AFDC in New York City, requested
by the Chairman of the Ways and Means Committee, found that "The current
rise in the AFDC caseload (between the years 1960 and 1908) cannot be attributed
to a recent increase In recipients who have migrated for calculated reasons." I
This finding was verified by the monitoring team from the General Accounting
Office.

3 Eveline M. Burns, "The Future Course of Public Welfare," a paper presented to the
1967 Arden House Conference on Public Welfare.

' "Congressional Record." .Tune 21, 1971. p. H. 5538.5, Social Security Amendments of 1971," H. Rept. 92-231, Committee on Ways and
Means, 92d Cong., 1st Sess., p. 2.6 "Congressional Record." June 22, 1971, p. H. 5608.

T Committee on Ways and Means, "Report of Findings of Special Review of Aid to
Families with Dependent Children in New York City," a study qondrcted jointly by the
Department of HEW and the New York State Department of Social Services, 91st Cong.,
1st Sess., p. 35.



1407

Cook County, Illinois, had experienced a similar sharp and extensive growth
in its AFD)C (aseload in the early 1960's, A study conducted in 1964 to determine
tile causes concluded that in-migration to get on welfare was not a significant
factor in that growth.8

After the Supreme Court decision invalidating state residence requirements,
Pennsylvania (with such a requirement) exl)ected a subsequent influx of families
from poorer states to get on welfare. According to a high official in its Depart.
ment of Welfare, a continuing monthly cheek of new applleations approved for
those with less than one year residency in the state showed that the vast major-
ity of such families came froni four states, all of which made higher welfare
payments. Virtually none caine from the southern states.

We are not aware of any other studies with facts about this purported cause,
But the evidence is clear that there has been a large movement of families from
southern to northern states and to the west coast during tile past two decades.
If the high welfare paylnents did not cause this large movement, then why did
hundreds of thousands of families leave their homes to go north or west?

Since 1950, there has been a technology revolution in agriculture. Greatly
increased meMnization on the farm, vastly greater use of chemical fertilizers
and insecticides, improved hybrid seeds, and, to some extent, soil bank pro-
grams, have all served greatly to increase agricultural production and to elimi-
nate farm Jobs. From 1950 through 1970, agricultural jobs declined from 7.2
million to 3.5 million, a large part of tills in the south.

Naturally, these workers and families left the farms and moved to the cities.
Where else could they have gone? And they moved to those cities where they
believed Jobs existed. Necessity and job opportunity-not high welfare payments-
caused this migration,
Work Disincentive Thesis

Supporters of HR. 1 contend that AFDO offers an incentive to male-heads of
working poor families to quit their jobs and go on welfare. This is claimed to
be a second cause of the problem, Some may that ". . .Any time the benefits
paid in a state are greater than a man can earn in the way of income after
taxes, lie is going to quit work and go on welfare, or at least most of them .. .
there is nothing fair about creating a situation where there is greater induce-
ment for a person to be on welfare than having him continue to work." 0

Others contend that ". . . in vlew of the substantial economic incentives the
present program provides for welfare over work, the father of a low-income
family is virtually required to choose welfare... The incentive to choose welfare
over work is even greater in higher benefit states." 10

The facts do not indicate that many fathers lhve responded to this "incentive"
of AFDC to quit their Jobs and go on welfare. There are 24 states paying AFDC
to families with unemployed fathers. These 24 include 7 of the 10 highly indus-
trialized states, each of which makes relatively large AFDC welfare payments.
Despite such attractive incentives to quit, there were only 129,041 such families
on AFDC its recently as September, 1971---or less than 5 percent of the total
caseload of 2.8 million."

Available data indicate that such unemployment and being on welfare were not
a matter of free choice. The welfare amen4lments of 1901, establishing AFDC
for a family in need when the father was unemployed, required that the father
first register with the Employment Service and be available for work. The Em-
ployment Service was to make special effort to place him in a job. Thus, the
Service knew which unemployed were on welfare and most needing Jobs.

The most recent monthly data available (thrmigh Decemb'er 1968) 19 show that,
for every unemployed father on AFDC placed in a job by the Employment Serv-
ice (and then immediately dropped from the AFDC rolls), at least 18 others
(also registered with the Employment Service) successfully found regular em-
ployment through their own efforts and other resources. Had fathers in the latter

8 See, "A Study to Determine the Employmen Potential of Mothers Receiving Aid to
Families with Dependent Children (1964), p. 16; "Parents of School Dropouts In Public
Aid Families," (1967), p. 30. These two studies were prepared by the Cook County Depart-
ment of Public Aid in cooperation with The Loyola University School of Social Work.

0 See, "Congressional Record," June 21, 1971, p. H5544.10 The same June 22, 1071, p. H5595.
1 See, U.S. department of HEW, "Public Assistance Statistics," NCSS Rept. A-2, Decem-

ber 20 1971. tables 7 and A.
12 These data are no longer collected and compiled by the National Center for Social

Studies in HEW.
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group truly preferred being on AFDC, they could easily have remained on wel-
fare for as much as two years longer merely by waiting for the Employment Serv-
ice to find then Jobs. Clearly, the ('1oice of the great majority of such fathers was
not to quit their jobs and to remain on welfare as long as they could.

Family Break.up Thel
A third cause of the problem is said to be that AFDC is an incentive to family

break.up. This is another belief about facts refuted by available evidence. HEW
contends that any father with low Job-earnings (or a father with modest earnings
but a larger family) is encouraged to desert his family if they would be better off
on AFI)C, This they say, explains the tremendous growth in AFDC. Others ex-
press similar beliefs:

1. the most serious thing of all we found was that there is a very deft-
nite incentive for family disintegration." 1-

"In most states, a family cannot receive welfare if there is a man living in
the house, thereby forcing ninny fathers to desert Just to give their families
a chance to survive." 14

A father with low income is faced with "severe economic pressures to leave his
family. He finds himself in the untenable position of being able to assure that his
wife and children are properly fed and clothed only if lie leaves them." 13

What are the facts? Comparable, detailed surveys of AFI)C show that father-
desertions accounted for 20.2% of the families (with living fathers) on AFDC
in 1953-the low-point in the caseload since 1950, And it declined to 19.3% in
1907-and to 10.8% in 1909, then the caseload high-point since 1950. This decline
has occurred while the aggregate AFDC caseload was growing prodigiously".~

Moreover, the President's former Counsellor, Daniel P. Moynihan, completely
disagrts vWi these assertions. He has stated that ". . . there are not five cents
worth of research findings that the availability of AFDC payments does lead to
family break-up." 6

Curiously, however, in a separate memorandum, HEW subsequently admitted
to the Ways and Means Committee that desertion is not triggered by the single
factor of low income. (In fact, low income may be of minor significance.) HEW
states that ". . . The factors that lead to desertion are complex." '7

And, indeed, tile factors must be complex. To Illustrate, in New York City,
families with unemployed fathers can get AFDC for the entire family-and those
with working fathers, but "poor," can have their incomes supplemented by a
state welfare program, so that they will be as well-off as they wQuld be on
AFDC. If the employed father receiving a state welfare supplement becomes un-
employed, or deserts, the family is automatically shifted from the state-local
welfare program to the federal-state-lo-eal AFDC program. Obviously, the "power-
ful economic incentive" for fathers to desert because their families'would then
be better off on AFDC-or to quit their Jobs-has been removed. In essence,
New York City has a modified family assistance prograln. It is, in a very real
sense, an experimental program, and on a much vaster scale than the widely
publicized experiment in New Jersey, financed by the Office of Economic Oppor-
tunity.

Thus, New York City experience with AFDC gives us a preview of what the
national experience might be with a national program paying welfare supple-
ments to working Ior families headed by fathers.

From 1901 to 1967, the AFDC caseload increased 41 percent nationally-but
160 percent in New York City. In fact, New York City alone accounted for 80
percent of the national increase.

13 "Congressional Record," June 21. 1971, p. H5538.
The same, June 22, 1971, p. H5041.

15 Committee on Ways and Means, "Social Security Amendments of 1071," H. Rept.
02-231, 02d Cong., 1st Aess., p. 100.

1I Daniel P. Moynihan. "The Crisis in Welfare--The View from New York", a paper
prepared for the 1967 Arden House Conference on Public Welfare.1 7 Hearings, "Social Security and Welfare Proposals," Committee on Ways and Means,
01st Cong., 1st Sess., p. 530.
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Father-deserted families on AFDC increased 138 percent nationally, but 837
percent in New York City. The city actually contributed more than ( percent
of the increase for the entire comtry. "

A 1060 study of the AFDC problem in New York interviewed AFDC Mothers
who hadl been deserted. Most of these mothers reported that the desertions oc-
curred after the families got on welfare-not before, as a means to qualify the
family for welfare. '

We can only conclude from this New York experiment with a modified family
amistance program that removal of this ")owerfill economic Incentive" of AFDC
for fathers to desert their families (1id not result in )reventing father-desertions,
but "desertimi" actually was the largest Aingle cause of the large AFI)C growth
in the city. Why shoul we expect different results if a welfare supplement pro-
gram were adopted nationally?

The social tragedy of father-desertion has been grossly misrepresented as a
major factor in the AFDC growth. Nevertheless, H.1. 1 proposes to initiate
a new national program, chiefly to remove this so-called "powerful economic in-
centive" in AFDC for family break-up.

''he national "risk" for fathers in working I)ooI families to desert is infini-
tesimal. Between 1961 and 1967, there was a net increase of 65,000 father-
deserted families on AFI)C, in the entire country. In 1961, there were 4,900,000
working poor families headed by males under (15 exposed to this "powerful
economic incentive" to desert. By 1907, there were 2,700,000 such working poor
families, Thus, between 1961 and 1907-when nearly 5,000,000 families might be
regarded as subject to the risk of father-desertion--2,200,000 of these families
rose above the poverty level. Meanwhile, only (15,000 families (net) were deserted
by fathers and went on AF)C. And 40,000 of these (15,.00 deserted families were
in New York City alone, which had a modified family assistance program.

The facts clearly show that father-d(esrtion has not been a major cause in
ti growth of the AFDC caseload. toreager, the experience of New York City
reveals clearly that supplementing Vo earnings of the father does not neces-
sarily hold families together.

In summary, the advocates of the welfare reform In I.R. 1 have only slx'u-
lated about the major causes of the problem-they have provided only beliefs
alout facts, bhit absolutely no supporting evidence. Actually, the available facts
refute the validity of their contentions that these are the causes. Clearly, the
welfare problem was not caused by:

1. Migration of poor families from southern rural areas to the north and
the West coast Just to [let Omi welfare;

2. Fathers on A14DC-UP preferring welfare to Jobs ; and
3, AFDC being a powerful incentive to family break-up.

ANALYSIS OF OBJECTIVES AND PROPOSALS

Although these resumed causes are refuted by the facts, nevertheless the
objectives of this proposal and the means proposed for achieving tliem should
be examined, Specifically, are all the objectives directed to a solution of the
problem? Are the means for achieving them reasonable? Does experience, or in-
ductive research, give us confidence that the proposed new policies would solve the
problem?

,lfinhmun, Inconw Floor
A national minimum income floor is proposed. This new policy is intended to

minimize or eliminate the purported incentive for poor families to migrate. "A
standard federal level would tend to inhibit whatever motivation people might
have to move from an area with low welfare payments to an urban center with
seemingly higher payment levels." 2'

,S Committee on Ways and Means, "Report of Findings of Special Review of Aid to
Families with Dependent Children it New York City," a report conducted Jointly by the
U.S. Department of HEW nnd the New York State Dei'artmentf of Social Services. Tis studrwas monitored by 'GAO. Table 6. p. 64, shows that the New York City AFDC caseload
-increased from Ta205 in 1961. to 133.001 In 1967-by 160 percent. Meanwhile, the deserted
families on the AFDC caseload increased front 12,136 to 52,855--or by 337 percent. (Table
7'p. 65. gives similar data for the United States.)

I9 U.S. Department of VPW. "Welfare In Review." March-April 1068, for report on a
research study by Professo. Podell, financed bi a HEW grant.

'e Committee on Ways and Means, "Social Security Amendments of -1071," H. Rept.
92-231, 02d Cong., 1st Aess., p. 174.
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Since AFD1C1-induced migration has been shown to be a very minor factor In
this growth problem, a national inconite floor to attack it Is of no moment. Ilow-
ever, some would support such a floor-aid it tie l)roposed $200 monthly level
or higher-because they contend that anything le.s is totally Inadequate for
family needs III tills, the most ailluent country in the world. And prevalling four-.
person family AFIDC payments are lower in 22 states-muelh lower in 7 of them."1

But what. would be the effect of a $200 monthly income floor-even with
the $07 monthly penalty for refusal to take training and/or a job? Such a family
of four with $133 welfare payment would be miueh better off in1 5 states than
under the present. AII)C program. Here, tit, prol')sed national minimum floor
would be a strong work dlisinentIve. In 4 other states, such a-family would be
no worse off than now. The national llhinumn would thus serve as it work dis-
incentive iII those, 4 states. -

Traitnng and 1lork Requ Ircm en t
Tile objective of the requirement that fitmily adults who are eligible and ,e-

ployable must take tritining and/or a job to receive it welfare supplement call
best be considered with a third ol)j(,tivt,. This Is th, work Incentive device of a
welfare miplenlnlilt to earinigs, adjstited downward in amount with progressively
higher earning levels.

The work requilrement and the work incentive taken together are obviously
designed to attack both the second l)iirl)orted cause of the proble---AlDC.
induced unemployment-and also to reduce the existing caseloadd of employable
AFI)O mothers.

Although AFI)C-hiduced uneml)loyment has been shown to be insignificant,
the work requirement Is at least relevant to stch unemnployment. The work
incentive of it graduated welfare supplement is another matter, ind will be atia-
lyzed separately.

working Poor and Work Inccntivmg
A further provision of H.R. 1-imaking working poor families eligible for

welfare-is intended to attack the third purported cause of welfare growth. This
Is the claimed Incentive of AFDC for father-desertiou. Here again, the work-
Incentive (l(vice is relied oil to "hold ftmillies together."

This "work Incentive" Is tht, heart of the welfare rform prolomsals in 11.11. 1--
as It was in last year's bill, M.R. 10311. Under the present bill, a family with
"counted" earnings, and other Income below a specific level, will receive a welfare
payment. The speilfed level varies with family size. The welfare supplement is
progressively smaller if earnings are higher, or increase. For exitmiple. a family
lead with three (lelentlents and with no income would receive a federal welfare
lay3nwitnt of $200 a month ($2,400 a year). If hie. or she. takes a job, or has a job,
and earns $240 a month, the family would still receive a welfare payment. In
determining tte amount, the first. $60 of earnings, plus one-third of the re-
.maning $180-or $00-would be disretgarded, and only the remaining $120 would
be "mumited." The (liffterence between this and the $200 welfare floor-or $80--
would be the welfare supplement.

As can be seen from the above, the head of a four-person family earning only $60
InI a month (say one 40 hour week of work at $1.5 an hour), would get $200 in
welfare, and his total Income would be $260. If le worked the other 3 weeks tit
the month (120 hours at the samie rate of pay), he would get $80 in welfare. And
hlt. total Income would be $320.

Should such family-head earn more, his welfare supplement Is reduced accord-
ingly. Finally, -vith earnings of $360 a month, he would receive no supplement.

This device is ingenious-and crucial. The following statement Is typical of
many supporting this provision:

"The number one change we must make is to encourage work. and to
remove the (isincentives to work. We must accomplish this objective If
we are going to find a solution to our I)resent )roblems . . . I think what
we start here Is an attempt to restructure the program on the basis of a
new philosophy . . . that no one will e better off on welfare than work-
ing. . the Incentive is to keep moving up the Income scale, to maintain

21 Committee on Financ. "Welfare Programs for Families," material related to ItR. 1,
92d Cong., 1st Seas., table 11, pp. 44-45.
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efforts to Improve earnings ... if he Is successful in making additional money,
he is going to be economically better off, his total income will increase." '

There Iln at nutshell Is the belief in the efficacy of this device its a work incentive.
A belief it how other people are motivated and would react!

The Imlortanee of tills device cannot be, over-emphasized. Once deeply imbedded
in a national program directly affecting about. 5 million family heads the first

year. It would be difficult--if at all l)ossibl-to rescind the device at a later date,
should it prove to be ineffe(.tual, or should it prove to be a (lisincentive. Clearly,
we need miore.than a sincere belief that it will encourage family heads to work
harder, to work more, to improve their calabilities-and thus to work their way
off welfare. We need proof-fron experience, from inductive research.

Results of Chunbcr ltescarch
For this reason, the National ('hamlber commnissloned sonme research aid anal-

ysis of very detailed family 1111d income (lata for 19036. These data are from the
surveyy of Econolmic (0)plrtuilty carried out by tie Bureau of the Census for
tie Olce of E(onoli (le opportunity. Tine results of this research and analysis by
two well-k nown ec mnomists. Alfred and Dorothy "Pella, have been pulished by
the National 'hamber its "The Effect of Three In colme Maintenance Prograns oil
Work ,ffort"-and they were na(le it part of the record of these hearings late in
July, 1971.

A major purpose of this study was to determinee the effect non-work Income (in.
tills case. it welfare supplement) has ol tit, work Incentive of a regularly emi-
ployed working poor flimilly head. As the Secretary of IEW told this Committee:

"To reward work is integral to tile vitality of our national economy, to
prevent erosion of tlie work in('entive, we must (1o everything we can to
ensure that t person is always better off working than non-working."

In this research, the Tellas concluded that welfare suppenient plans with high
"tax rates" on earnings of, say, 50 percent, or (6B2/, percent (as in H.R. I ), would
result in reduction of 13 lerelent to 15 percent. and of 17 percent to 24 percent in
work effort by regularly-enployed working pxor iale fallily heads.

"Work reductions would oceur primarily as the result of the high marginal
tax rilte on erlrlligs illposed by the plans (50 percent or greater), although in-
('OIIle supllelliitit tlon aIIolle would also lead to some (leellne 1in work effort." '

Il other words, t he high "tax rate" on earnings of a welfare sul)l)lelent, as well
as the suIplement itself, would erode the work effort of working poor families.
And for AVI"I(' mothers who take jobs, tie reduction of welfare benefits by $2 for
every $3 of added earnings (a "tax r'ate" of (6 2/.., I-rcent) woud effectively (is-
(courage greater work effort. They couldn't be expected to try to work their way
off welfare.

Similar resear('h ol the effect of a 50 percent "tax rate" was cotnlnleted by
Rand ('orporation for OEO). This analysis was specifically related to tihe provl-
slons of the 1970 version of welfare reform (II.l. M6(311). The analysis showed
there would Ie a 11) percent re(luction in work effort of male family heads. "4

The recent Interim report on the New Jorsey ExI)eriment verilies these induc-
tive analyses. It rel)ortedi a 12 percent reduction tii work effort by families in the
exlrlnental group,

EXperien(.e with the Social Se('urity work test further validates the erosion
of tht work incentive resulting f'omi a high "tax rate" on earnings. A study of
beneilllaries aged 63-72 showed t sharp reduction in work effort when earnings
r'eacl tile $1200 earllings ceiling "taxed" at ia v'(,o rate, and additional earnings
lp to $17M0 were "taxed at t rate of 50 i--rcenit."

These Inlu(tive analyses, and experience ' lit ite New Jersey experiment and
with th Social S(,curity work test. show conclusively that a work incentive device
with a tax rate of 67 percent, as in H.R. 1, or of 50 percent in, H.R. 10311, would
defeat its objective.

" "Congressional Record.' June 22 1971. p. 115509.
2 See. Alfred and Dorothy Tella, "'Thn Effect of Three Income Maintenance Programs on

Work Effort." ). 29.
24 See. David II. Greenberg and Marvin Kosters. "Income Guarantees and the Working

Poor: The Effect of Income Maintenance Progranms on the Hours of Work of Male Family
Heads," a report prepared for the Office of Economic' Opportunity, December 1970.

M See. furtherr Preliminarv Results of the New Jersey Graduated Work Incentive Experi-
ment." Mav 1971. Offlee of lX'ononic Opportunity. pp. 20-21.

SSee. Kenneth G. Sander, "Tile Retirement Test: Its Effect on Oliler Workers' Earnings,"
Social Security Bulletin, June 1908.
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A moderate "tax rate" on earnings of say 20 percent would result in a far
greater number of working families receiving welfare supplements, at a prohibi-
tively larger cost to government.

Clearly, a declining welfare supplement with progressively higher earnings
would net be an effective work incentive device to hell) solve the welfare problem.

Income Strategy
Turning once again to objectives in this bill, there is another. This is to attack

the poverty problem. Tle HEW Secretary described the income strategy in
II.R. 1 to this Comnittee as "designed to provide the poor with what they need
most to get out of poverty: money . .. For the first time, we have a real oppor-
tunity to draw together every practical means of assisting the poor to work their
way out of poverty .

This objective is totally extraneous to causes of the welfare problem and its
solution. It would be true that any family lifting its income above the poverty
level would, by the same token, not be on welfare. However, miany a family
could get off the welfare rolls by working, and still be below the poverty level.

Injecting the elimination of poverty as an objective of welfare reform intro-
duces a new and needless dimension, and can only confuse the issue. The most
l)ressing problem requiring a solution is growth of the family welfare program-
AFDC.
Reliability of Projected Results

According to HEW, there would be an immediate initial rise in the family
welfare caseload by virtue of adding the working poor. The caseload and costs
would be much greater, However, the caseload would decline each year as families
worked their way off welfare. And by 1976, the costs would decline to less than
we would be paying for AFDC were it to (ontinue its present growth pattern.
These are the predictions by HEW-provided some later Congress does not raise
the national minimum level or lower the "tax rate."

Now, how (id HEW project a continuing decline in the caseload? And a cross-
over in costs by 1976? Arn the projections based on assumptions as to the effec-
tiveness of the work incentive device?

Actually, the decline in caseload and in costs is based solely on an assunip.
tion by HEW that wage and salary income will increase 6.3 percent annually.,
Thus, the work incentive was not a factor in projecting the results.

Time Socidl Security A(tuary in HEW has projected a rise in average wages
in covered employment of 5.2 percent in 1973, decreasing to 4.5 percent by 1977.
The average yearly increase works out to 4.7 percent.' This projection is ob-
viously subject to professional discipline, for it is the basis for establishing tax
rates for Medicare. Consequently, no credence canl be given to the 6.3 percent
assumption, or to the promised sucess in turning around the family welfare
caseload and costs.
Conclu8ions

The causes of the welfare problem identified by HEW are beliefs about facts.
The available evidence refute these beliefs. At this juncture, we really (lon't
know what are the underlying causes of the problem .

Proposals in H.R. 1-especially the work incentive device--to attack those
beliefs about causes-could, if enacted, lay the basis for a vastly greater welfare
problem in the years ahead. The work incentive device with a high "tax rate"
would defeat its purpose.

Injecting the poverty problem into the welfare l)roblem serves merely to con-
fuse the public and accentuate the (ontroversy in an already emotional issue.

HEW's projected results of the welfare reform are totally sus)ect. We do not
need this political response to a real human problem with- critical fiscal and
economic overtones. We need to begin on a viable solution-even if we must begin
with a relatively limited program.

RECOMMENDATIONs FOR ACTION

There are few domestic l)roblems about which so great .a consensus exists.
It is a high priority issue, along with inflation-and ways and means must be

2 Committee on Ways and Means, "Social Security Amendments of 1971," H. Rept.
02-231, 92d Cong.. 1st gess., table 8, p. 221.
21 The same, table B, p. 141.
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found to solve it. The Administration has made clear its great concern. Con-
gressional leaders have expressed their firm and sincere intent to find a solution.
Admittedly, the problem is vast, but they have indicated a willingness to commit
many billions of dollars to programs intended to slow the welfare growth and,
then, to reverse the upward trend in caseload. Guaranteeing availability of Jobs
on a vast scale in the public sector to supplement Job openings in the private
sector has received much Congressional support.

Sucl) generous and sincere interest has created a new expectation by the
public-that the AFDC welfare problem is susceptible of fairly quick solution,
if sufficient government effort and public.funds are committed. Many have come
to have great faith in the omnipotence of the public purse for solving most any
kind of problem, foreign or domestic-if only that purse is opened wide enough.

The welfare problem may not be one of these. Certainly, with our present lack
of knowledge about many aspects of AFDC, no sound and acceptable solution
on the grand scale has yet been advanced. But, we can make a start in a more
limited manner, basing a program on what we do know, and recognizing what
we can reasonably expect.

And what do we know? What can we reasonably expect?
For example, efforts to mechanliize the production of tobacco may initiate a

new wave of workers and their families from the farms to urban centers.
Experience indicates they will not necessarily migrate to the nearest cities, but
rather to those centers where they believe Job opportunities are most promising.

We must expect the break-up of families in the future-some of whom will
ultimately turn to welfare for help. Consequently, we will need a long-continuing
program to help them become self-supporting.

Families will continually leave the AFDC rolls. Four out of ten now on AFDC
will leave-and come back. But six out of ten will leave permanently.

Welfare payments for larger families in most states are more than competi-
tive with pay in most entry Jobs such as AFDC mothers might hold. But welfare
for the smaller families-say, mothers with one or two children-is not com-
petitive with entry-job pay in various occupations in many cities. In 1967. about
70 percent of all AFDC families received less than $200 monthly in welfare.

The recent development of innovations in AFDC by two state governments
reveals the distinct advantage of every state having a direct financial stake in
family welfare.

With economic recovery, there will eY1 ement in job ol)ortunities in
the private sector. There is a vast amount of needed community betterment
work undone.

Both inductive research and experience clearly reveal that a welfare supple-
meit with a high "tax rate" would [te eneffective as a work incentive. A welfare
sul)plement with a "tax rate" small enough to make the device a work incentive
involves a cost this country cannot afford---certainly, not now.

We do not know now the major causes of the growth of family dependence
on welfare.

However, we can make a beginning. We. recommend:
First, concentrate training and Job placem~iit efforts-on AFDC families whose

welfare payments are substantially less than regular earnings in entry-Jobs
in the local labor market ,area. For the most part, this will mean focusing such
efforts on mothers with one or two children. Most of these mothers will be
young-but some will be in their middle years. But AFDC families with only one
or two children account .for about half the total caseload.

To implement this recommendation, an "inventory," or profile, of the manpower
potentiall of AFDC recipients and dependents should be developed in every sizable

community. This profile would provide essential information for efficient pro-
graimning of Job training, anl for Jot) replacement. Data should be compiled on
such things as age and sex of the adults, their education and prior work expe-
rience, number of children and their ages, and the amount of the monthly grant
paid to each family. The basic data are there in every community's welfare of-
fices, and could readily be collected. Suchl data merely need to be organized for
this purpose. An effective Joh Bank operation would be an indispensable compo-
nent for success in this proposed occupational rehabilitation program.

Second, I)rovide public service enploymient for AFDC adults when private Jobs
are not available.

Third, open up part-time )ublic service employznent---especially community bet-
terment Jobs-for mothers of larger fammiliis, so they can earn part of their wel-

72-618 0 - 72 - pt.3 - 16
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fare. Such part-time work will renew job-discipline for them-give them more
recent work experience. For the time will come, when tie size of their families
and of their welfare payments has shrunk, and they could be placed in private
employment. '

Fourth, child care services should be made available to children in AFDC
families. These services should be provided without charge when the adult
family members participate in a job training or employment program. To fa-
cilitate the transition from welfare dependency to self-supporting employment,
family contributions for the costs of child care during employment should be
adjusted in a(cor(lance with ability to pay.

Fifth. initiate after-work training programs to upgrade the skills not only
of leads of working poor families, but also of other adults with low earning
power. Participation should be wholly voluntary. The skill-training offered should
be directly related to local needs.

Sixth, AFDC costs should continue to be shared between federal and state
governments. Not all innovative ideas originate in the executive bureaucracy
in Washington. And experience shows that innovation still arises out of neces-
sity-the necessity of controlling and reducing the squeeze of rising costs.
How much better to have that squeeze occurring in more places than the National
Capitol.

Seventh, because the present AFDC program contains a 062, percent "tax
rate," we suggest that this provision be rescinded-if Congress wishes to pro-
vide Incentives, not disincentives.

Finally, we can no longer afford the whimsy of fashioning a multi-billion
dollar program based on belief about facts-random speculations about causes,
about motivations of other people.

We need carefully structured research about tie people oh AFDC. For example,
HEW says that 4 out of 10 families on1 AFDC will be back on the rolls a second
time-or more. But this means 6 out of 10 fanlilies-once they get off AFDC-
do not come back. How do they do it? There may be useful lessons to be learned
from the successes of tlese 60 percent of AFDC families.

A high-level research council should be established to be responsible to, and
report to Congress on the kinds of research needed. It should have tie authority,
for example, to make needed case record information available to reputable
scholars and organizations for research directed toward solving the tragic liuman
problems reflected by the vast growth of the AFDC population in the past decade.
And, it should have the funds to finance such research. Then Congress would no
longer be dependent on an information source whicl decides what knowledge
will l)e acquired-and not acquire(l.

We can no longer afford to make and l)erl)etuate new l)olicies based on beliefs
about facts-when such policies would directly affect so many Americans-and
would cost so mucl.

STATEMENT FOR THE CHAMBER OF COMMERCE OF TIlE JTNITEI) STATES BY WILLIAM

1P. MICHENRY, JR., ECONOMIC SECURITY MANAGER OF THE CHAMBER

Tile National Chamber appreciates this opportunity to express its views on
the Social Security and Medicare provisions of H.R. 1. We intend to testify sepa-
rately on the welfare provisions contained in the House-approved bill.

Our overall appraisal of tile House bill is that it is an extraordinarily expen-
sive "package." As Table I shows, long-range average annual costs would be
increased by $13.4 billion. Tie cumulative tax increase, over the next six years,
amotints to $57 billion. Workers and employers would have to bear an oppressive
tax burden.

After carefully studying the miny provisions of this bill, we urge the Com-
mittee to :

(1) Reject the 5 percent benefit Increase. The benefit level currently is well
ahead of the rise in living costs.

(2) Reject those provisions il the bill calling for autoatic increases in belie-
fits, automatic increases in the taxable wage base, and automatic increases in
the amount of "exempt" earnings under tile retirement test.

(3) Reject the special minimum benefit based on presumed "years of coverage."
(4) Reject the annual increment for delayed retirement.
(5) Increase the amount of "exempt" earnings under the retirement test from

$1,680 to $2,000 a year as a means of encou-agilng part-time employment by
elderly persons.
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(6) Reject the provision calling for additional "drop-out" years in the com-
putation of benefits.

(7) Retain the present 6 month "waiting period" for disability benefits.
(8) Defer any extension of Medicare to the long-term disbaled until the costs

of the present program are under control.
(9) Maintain the taxable wage base at $9,000 in 1972.
If these modifications are made, benefit costs can be paired by a long-range

average of $8.5 billion a year, wifi consequent reductions in tax rates on workers
and employers in all future years. Furthermore, we believe it would be highly
desirable to schedule future tax rate increases over the next 16 years--rather
than 6 years-to avoid an unnecessary build-up in trust fund balances. I

The underlying reasons for the Chamber's recommendations are analyzed in
subsequent sections.

TABLE 1.-Long-range average annual cot08 for social security andi medicare
provisions in H.R. 1 

(In billions] Average a-

Provision: nual cost 2
5-percent benefit increase -------------------------------------- $3. 4
Additional drop-out years (prospective) --------------------------- 1.2
Age 62 loint for men (prospective) ------------------------------- 0. 5
Earnings test changes------------------------------------------ 1.0

- Widows benefits-100 percent of PIA at 65 ------------------------- 1.3
Special minimum benefit --------------------------------------- 0. 8
Election of actuarial reduction changes --------------------------- 0. 8
Combined earnings (prospective) -------------------------------- 1.1
Delayed retirement increment (prospective) ------------------------ 0. 5
5-month disability waiting period 0.1
Miscellaneous changes----------------------------------------- 0. 2
Medicare (HI) benefits for disabled ------------------------------ 2.5

Total ---------------------------------------------------- 18.4
'These estimates were developed by Robert J. Myers, professor of actuarial science,

Temple University, and a member of the National Chamber's Social Security Committee.
From 1947 to 1970, Mr. Myers was the chief actuary, Social Security Administration, U.S.
Department of 11.E.W.

• The "level-equivalent" annual costs are based on an estimated average $050 billion
taxable payroll for Social Security (OASDI) and $540 billion for Medicare (HI). With a
$10,200 tax base, taxable payroll is estimated to be about $490 billion currently.

ACROSS-TIIE-BOARD BENEFIT INCREASE

For many years, tile National Chamber has supl)orted the concept of periodic
Congressional examination of all aspects of Social Security, including benefit
levels, to determine whether adjustments in the program are needed.

It is apparent that, from time to time, changes in benefit amounts are required
to assure that the great majority of elderly beneficiaries are not compelled to seek
Old-Age Assistance for their ordinary expenses of living, andi are not hurt by
the effects of price inflation.

Section 101 of H.R. 1 provides for a 5 percent across-the-board increase in bene-
fits, effective in June 1972. Under the bill, about 27 million people would get higher
benefits, and approximately $2.1 billion in additional payments would be made
during fiscal year 1973.

On a long-range basis, tIe average annual cost of this change is estimated to be
$3.4 billion.

In the past 21 months, Congress has increased benefits twice--by over 25 per-
cent in the aggregate. Tle 1969 Amendments, effective in January 1970, raised
benefits by 15 percent. This year's Amendments increased benefits by 10 percent,
effective January 1971.

These two increases, plus five earlier ones, have more than offst the effects of
price inflation in the past 20 years. As Table II on page 4 shows, cumulative bene-
fit increases enacted by Congress have exceeded 100 percent. During this period
of time, the cumulative increase in prices amounted to 59 percent.

The record shows that Congress has maintained benefits well ahead of the rise
in living costs. For this reason, the National Chamber sees no economic need for
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another benefit increase at this time, and we recommend that Section 101 'be
deleted from the hill.

TABLE II.-RISE IN THE COST OF LIVING COMPARED WITH BENEFIT INCREASES APPROVED BY CONGRESS,
DECEMBER 1950 TO JANUARY 1971

Average
monthly

Consumer Cumulative benefit Cumulative
Price Index t price workers who benefit

(1957-59 increase retired In Increase
Month and year equals 100) (percent) 19502 (percent)

December 1950 ................................ 87.1 .............. $49.50 ...... I.........
September 1952 ............................... .93.0 6.8 55.70 12.5
September 1954 ................................... 93.5 7.3 60.70 22.6
January 1959 ...................................... 100.9 15.8 65.00 31.3
January 1965 .......... ...................... 108.9 25.0 69.60 40.6
February 1968 ....... ......................... 118.6 36.2 78.70 59.0
January 1970 ................................ 131.8 51.3 90.60 83,0
January 1971 ........... ........................... 138.6 59.1 399.70 101.3

I Data from Bureau of Labor Statistics.
2 Data for 1950-68 from Social Security Bulletin, Annual Statistical Supplement, 190, table 13, p. 31. Data for 1970 from

House Ways and Means Committee,Social Security Amendments of 1969, report 91-711t, 91st Cong., 1st sess., p. 16.
3 Estimate; based on 10 percent increase enacted under 1971 Social Security Amelidments.

-Note: Since 1950, Congress has enacted 7 general benefit increases: 12.5 percent under the 1952 amendments (effective
September 1952); 9.0 percent under the 1954 amendments (effective September 1954); 7.1 percent under the 1958 amend-
ments (effective January 1959); 7.1 percent under the 1965 amendments (effective Jinuary 1965); 13.1 percent under the
1967 amendments (effective February 1968); 15.1 percent under the 1969 amendments (effective January 1970); and
10.0 percent under the 1971 amendments (effective January 1971).

AUTOMATIC BENEFIT ESCALATOR

Section 102 provides for future automatic increases in benefits and in the
aillount of "exelpt" annual earnings under the retirement test. Benefit pay-
ments would be increased whenever the cost of living, as measured by the ('on-
sumer Price Index, increased by at least 3 percent in a year (or, if earlier, since
the last previous benefit change). Any Increase would be effective in January
of the following yeflr.

However, the benefit escalator would not operate if a general benefit increase
had become effective or had been enacted by Congress in the preceding year.
This means, for example, that the proposed 5 percent benefit increase (effective
in June 1972) would preclude an automatic increase until January 1974.

The bill does not include a provision to reduce benefits if the cost of living
decreases in the future.

The- advocates of an automatic benefit escalator contend that this provision
is needed because:

(1) It is uncertain that Congress will act to increase benefits when such action
is needed because of a rise in the cost of living

(2) A benefit escalator will "deioliticize" this aspect of the Social Security
program.

ENal ua t in i giression l perform (I P1 ('c

The record shows that Congress will act with regularity on Social Security.
)ver the past 20 years, the Sen'ate Finance and House Ways and Means Com-

mittees have held public hearings on Social Security no less than 15 tines. As

a result, benefit protection has been extended to most Jobs ; benefits have beefi

increased and made easier to get; new kinds of benefits, such as l)ayllients for

totai disability and Medicare protection, have been added ; and payroll taxes on

workers and employers have been substantially increased to pay for tile many

changes.
Moreover, the facts demonstrate that benefit improvements, enacted by Con-

gress, have surl)assed the rise In living costs by a wide margin. Since 1950, the

seven benefit increases, on a cumulative bilsis, have amounted to 101 percent

as compared with a 59 percent rise in the price level. Thus, benefits have risen

about 70 percent more than the cost of living.
It should be noted that tie rise in benefit levels does not take into account

tle value of the many other changes made in the Social Security program by
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Congress during that 20-year interval. One of the most important changes, when
measured by the dollar value to the elderly, was the enactment of Medicare. The
Department of Health, Education, and Welfare has estimated that the value
of tile non-cash benefits available under the Medicare program is about $36 a
month to each beneficiary. When this benefit value is added to the cash benefit
amounts, as it certainly should be, it is evident that Congress has done much
more than merely prevent aged beneficiaries from incurring any real loss in
their aggregate benefit entitlement.

Perhaps even more significant than the action of Congress over the last 20
years is its performance since 1964. In the last 6 years, Congress ilas raised bene-
fits on four occasions-in 1965, 1968, 1970 and 1971. These increases exceed 45
percent.

Whatever may have been the case In the comparatively distant past, recent
Congresses have been prompt to act to assure that benefits were not watered
down as a consequence of tile inflation to which the entire nation has been sub-
Jected. There is no valid basis for including that future Congresses will be less
responsive to upward movement in the cost of living.
Removing social security from. politics

It hlas been asserted that substituting mechanical devices (i.e. benefit and wage
base escalators) for the considered judgment of Congress would remove the
issue of benefit increases designed to offset the effects of inflation from politics.
This assertion gives rise to two questions:

(1) Would such "depoliticization" actually occur?
(2) Would "depoliticization" be desirable?
The House and Senate debates on the Social Security Amendments of 1970

(H.R. 17750) clearly indicate that the broad issue of benefit adequacy would not
be depoliticizedd." Those who supported the benefit escalator stated unequivo-
cally that the benefit escalator would not, and should not, preclude the need
for further Congressional review of )enefit levels. At most, tht "depoliticization"
would be of a limited nature.

The desirability of even limited "depoliticization" is open to serious question.
Would it be in the best interests of Social Security beneficiaries and taxpayers
who support the program? In a program as significant as Social Security, it is
essential that the judgement of Congress be brought into play whenever changes
are contemplated. In the final analysis, neither Social Security nor any other
major governmental program which affects virtually the entire population,
can be, or should be, removed from "politics," since to do so would remove it
from any influence or control by the electorate.
Inflationary Potential

An automatic benefit escalator could, and almost certainly would, have wide
ramifications. If this principle is established in Social Security, it inevitably will
spread to many other public programs such as public assistance, unemployment
compensation, workmen's compensation, state and local retirement systems; to
private pension plans; to negotiated wage settlements; and, conceivably, to the
entire wage structure.

The potential adverse consequences of a cost-of-living benefit escalator were
recognized by several members of the 1971 Advisory Council on Social Security.
Mr. Gabriel Hauge, Chairman of the Board, Manufacturers Hanover Trust Com-
pany, stated:

"The Council's recommendation that Social Security cash benefit levels be
automatically adjusted upward to keep pace with the cost of living, leaves me
with deep concern, because such automatic adjustment would make the control
of price inflation even more difficult than it already is.

"One-eighth of the total population of the Nation, and fully 21 percent of the
voting age population, receive retirement, survivors, or disability insurance
benefits. To insulate so large a group from the cost of inflation with respect to
their Social Security benefits would surely undermine the public's willingness
to support the self-restraint and sometimes painful policies that are necessary
to curb inflation. Of even more importance is the virtual certainty that the
adoption of an 'escalator clause' for Social Security benefit payments would give
additional support to the already insistent demands for inflation protection
through escalation in a whole range of other private contracts. I do not see
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how we, as a Nation, can wage a successful battle against inflation by auto-
matically adjusting to It."
Il passing, it is interesting to note that the labor members of the Advisor

Council did not place a high priority on an automatic benefit escalator. In fact,
they conditioned their support for this provision on even further "substantial"
benefit increases.2

We urge this Committee to reject all automatic benefit escalator for Social
Security because it is unnecessary and unsound, and because it would have wide-
spread adverse effects on other governmental and private programs.

A cost of living escalator seems especially inappropriate at a time when the
federal government is engaged in an unprecedented peace-time program to halt
inflation through wage and price controls.

AUTOMATIC WAGE BASE ESCALATOR

The automatic benefit escalator would be financed by automatic increases in
the taxable wage base. Unlike last year's bill (H.R. 17550), an automatic in-
crease in the tax base would take place only if there had been an automatic
increase in benefits.

In the future, the taxable wage base would be raised in proportion to tile
increase in the level of average wages of workers covered by Social Security.
Under the automatic adjustment procedure, the Social Security Administration
estimates that the taxable wage base would be $10,800 in 1974, $11,700 in 1976,
$12,900 in 1978, $14,100 in 1980, and ultimately rise to $26,100 in the early 1990's.

We are opposed to an automatic wage base escalator for several reasons. First,
the proposed financing is uncertain and inequitable. Second, Congressional tax-
ing authority woulrl be weakened. Finally, it would have an adverse effect on
private pension plans integrated with Social Security.

Uncertain Finanoing
The wage base escalator is intended to fully finance any benefit costs that

result from future increases of the cost-of-living benefit provision) However, in
order to be self-financing, it is necessary for the rate of increase in the earnings
level to be about twice the rise in the price level-in other words, if prices rise
3 percent a year, earnings will increase 6 percent a year.

An examination of recent trends in earnings and prices leads us to the c(on.
clusion that the automatic provision may be underfinanced. As Table III shows,
between 1966 and 1970, the average increase in covered wages has been about 6
percent a year. During the same period of time, the cost of living has risen an
average of 4.2 percent a year. Obviously, the earnings level ias not risen twice
as fast as prices.

TABLE Ill.-COMPARISON OF INCREASES IN AVERAGE WAGES AND COST OF LIVING

/ .Increase over previous year
(percent)

Average
wages In
covered Cost of

employment living

Year:
1966 ....................................................................... 4.4 2.8
1967 ...................................................................... 6.3 2.9
1968 ...................................................................... 7.0 4.2
1969 .............................................----- ----------------- - 6.0 5.4
1970 ---------------------------------------------------------------------- 6.2 5.9

Average, 1966-70 ......................................................... -6.0 4. 2

I Mr. Hau e's statement was concurred In by three other Council members: Charles A.
Siegried, Vlce Chairman of the Board and Chairman of the Executive Committee, Metro-
polftan Life Insurance Com pany; Robert C. Tyson, Director, former Chairman of the
Finance Committee, United States Steel Corporation: and Dwight L. Wilbur, M.D., Past
President, American Medical Association. See, Reports of the 1971 Advisory Council on
Social Security, 1971, p. 135.

2See, statement of'Walter 3. Burke Secretary-Treasurer, United Steelworkers of
America Burt Seidman, Director, Department of Social-Security, AFL-CIO; and Joseph P.
Tonelli, Presldent-Secretary, International Brotherhood of PufP, Sulphite and Paper Mill
Workers of the United States and Canada, Reports of the 1971 Advisory Council on Social
Security, 1971, pp. 128-29.
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Continuation of present trends In wages and prices indicates that Congress
anost certainly ,would have to step in and raise taxes further because the wage
base escalator would not produce the required revenue over the long run.

Wcakcns eongres8ional taxing au thority
Under the bill, the Secretary of Health, Education, and Welfare would e

authorized to increase the taxable wage base--and hence the amount of taxk
payable-to finance the automatic benefit escalator. These automatic Increases
would be based on the Secretary's determination of'the extent to, which average
taxable wages of workers covered 1)y Social Security iae risen since 1972. The
Secretary would be required to report (not later than August 15) each yearto
the House Ways and Means and Senate Finance Committees on the likelihood
of "Imminent action" under the automatic escalator provisions.

While these reporting procedures are Intended to preserve some Congressional
responsibility .and control over taxes, the Chamber is still opposed to such a
provision. Much of the public support for the Social Security program is based
on the knowledge that the Congresq carefully considers in public learlng8 and
cxcesitire sessions ainy proposals to revise or Increase taxes on workers and
employers. If future tax increases are effected without this kind of reponsible
review, the (confidence of both workers and employers In the program may be
adversely affected. Whether taxpayers agree in every instance with the decisions
of Congress is less significant than the fact that they have much more confidence
in the Judgement of responsible men than in decisions based on mechanical
contrlvaances.
Inequitable financing

If the wage base escalator were to be adopted, it would imiean that the added
cost resulting from automatic increases in the amount of earnings taxed would
not be shared by all workers and their employers. Rather, it would be financed
by loading the added tAix burden mainly on those workers who earn more
than $10,200 a year-and their employers.

This would be the fir4t time in the history of Social Security that Congress
financed a benefit change entirely through a wage base increase. On previous
occasions, when Congress has raised benefits or made other program changes, the
added costs were financed either by an increase in tax rates on all workers and
their emll)loyers or by a combination of tax rate and wage base increases.

We believe It is inequitable to finance such benefit increases solely through
increases In the taxable wage base.
Impact on, private pen8ion s

Congress ias not considered the potential impact of the automatic benefit and
wage base escalator provisions on private pension plans which mesh their benefits
with Social Security payments.

Pension experts believe that the automatic provisions will create very serious
problenis for employers who integrate their pension plan benefits with the Social
Security program. According to Edwin F. Boynton, Actuary, 'ie Wyatt Com-
pany, a nationally-known employee benefits consulting firn:

"... the automatic wage base adjustment and cost-of-living increases will
create completely chaotic conditions when it comes to designing integrated pen-
sion plans., If one stays with the present plan design, there will be a great deal
of duplication of benefits on wage base earnings, which would result in higher
and higher pension costs for the duplicate coverage." 3

We recommend that this provision be deleted from the bill. However, if Con-
gress decides to Include an automatic benefit escalator in H.R. 1, then It should
be financed by:

(1) Using the "actuarial surplus" generated by future increases in the level
of taxable earnings, and .

(2) Obtaining any remaining funds, on a 50/50 basis, from increases In tax
rates and the taxable wage base.

SPECIAL MINIMUM BENEFIT PAYMENT

Section 103 of the bill provides for a special minimum payment for individuals
who have ostensibly worked In covered employment at least 15 years. The benefit

S Socal Seourtity vs. Private Pensions, an address presented to the 24th Annual Confer-
ence of the Council on Employee Benefits. New York Hilton Hotel, October 8, 1970, p. 15.
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would be equal to $5 multiplied by the number of "years of coverage," not in
(xcepss of 30 years. Thus, a person with 20 "years of coverage" would be eligible

for $100 a month, while a person with 34) or imiore "years of coverage" would
receive $150.

Approximately $30 million in additional benefits watild be, plild out during
fiscal year 1973. However, the long-range average annual cost of this4 provision
is substantial-an estiIuzted $800 million.

This proposal is in direct conflict with one of the basic principles insisted
upon by past Congresses, approved by the National Chailber, endorsed by the
AlPL-(IO, 11(1nd previously supported by the departmentt of Health, Education,
and Welfare-that is, benefits should Ne wage-related. Ti principle of wage-
rela tlonshilp of benefits means that workers who earn lnore-andl hence experience
greater job income loss-siand to get a larger benefit.

The National (hamber opposes the special minimum benefit because it would
seriously weaken this fmdamental principle.

As this Committee knows, from 1939 to 1950, there was a provision in the
Social Security Act un(er which each worker's pritnary insurance amount was
Increased by I percent for each year of covered employment credited the worker.
'Tie purpose was to raise the level of benefits for long-term workers. Congress
de.hed that this wis not n apl)ropriate method of providing retired workers
with higher benefits. Accordingly, the provision was removed from the law in
1950, an( a new formula for (oniputing benefits was adopted.

The special ni1nimum payment would not bmnefit all workers. Instead, it would
apply initially to only a select group of in(lividuals- some 300,000 workers.

Tihe Chmlier's opposition to this proposal (an best be summnarized by reference
to the 1939 Report of this Committee on pending Social Security Amendments
(H.R. 6635). In that Report, the Commnittee pointed out:

"Since tie objective of social insurance Is to compensate for wage loss, it Is
imperative that benefits be reasonably related to the wages of the individual.
This insures that the cost of the benefits will stay within reasonable limits and
that the system will be flexible enough to meet the wide variations in earnings
which exist." ,

We believe the following examl)les illustrate that Section 103 of H.R. 1 would,
if enacted, seriously weaken the principle of wage-related benefits. Example 1
shows that it is not necessary for a worker to actually have extremely long
service under Social Security to qualify for a high benefit payment. Example 2
shows that: Section 103 would discard the principle of payment of larger benefits
to those workers who experience a greater job-income loss.

E.ranmple /.-Worker A-21 years of employment; average monthly earnings
of $108. Retired at end of 1966, at age 65, on a benefit of $68.50 a month.

Section 103 provi(ies that to obtain 14 "years of coverage" during 1937 to 1950,
a worker only nee(s total wage credits of $12,600. Thus, worker A with annual
earnings of $2,600 in any five years between 1937 through 1950 would be credited
with 14 years of coverage. Worker A goes to work for the Federal government in
1951, but works part-time in covered employment at $1,300 a year until the end
of 1966 when he retires. Today, as a result of benefit increases enacted by Con-
gress, this worker is getting $98.20 a month-91 percent of his pre-retirement
earnings. Under Section 103, his benefit would be raised to $150 a month-39
percent more than he made on the job---despite the fact that he only had 21
years of regular employment.

EJ.ramplc 2.-Worker A-30 years of employment; average monthly earnings
of $100. Worker 1-17 years of employment; average monthly earnings of $200.
Both workers retired at the end of 1966, at age 65. Worker A's benefit was $03.20
a month; Worker B's benefit was $89.90 per month because his average monthly
earnings were 100 percent higher than Worker A's.

Under present la w, as a result of benefit increases enacted by Congress, Worker
A is receiving $90.60 a month. Worker A had total wage credits of $16,600 during
the 14-year period from 1M37 through 1950, and his earnings were not less than
25 percent of the wrage base in each year from 1951 through 1966.' Under Section

4 Social Security Act Amendment8 of 1989, Senate Report No. 734, 76th. Congress, 1st
Sess., p. 10.

O The maximum taxable base from 1951-06 was: $3,600. 1951-54; $4,200, 1955-58;
$4,800, 1959-65; 1966, $6,600. The worker would receive credit for a year of coverage
based on the following annual earnings during this 10 year period : $900, 1951-54; $1,050,
1955-58 ; $1,200, 1959-65 ; and $1,650, 1906.
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103, Worker A's benefit would be raised 65 percent to $150 a month since he had
30 "years of coverage."

Under present law, Worker B receives $128.60 a month. Under H.R. 1, his
benefit would be raised 5.1 percent, to $135.10 a month. Thus, despite the fact that
Worker B's earnings loss was twice as great as Worker A's, he would reeive a
much smaller benefit. This example shows how this proposal would undermine
Social Security as a job-income loss program based on wage-related benefits.

We recommend that Section 103 be deleted from this bill.

ANNUAL INCREASE FOR DELAYED RETIREMENT

Section 106 provides for an annual increase in benefits for those aged who
continue working. The primary benefit would be increased one percent for each
year of employment after age 65 and up to age 72. This provision would be effective
in 1972, on a prospective basis.

An estimated $11 million in benefits would be paid out during the first year.
On a long-range basis, the average annual cost of this provision is much higher-
about $500 million.

This proposal raises several issues for consideration:
(1) Would an annual increment be a useful device in slowing down early-

retirement?
(2) Would it serve as an incentive to attract elderly persons back into the

employment market?
(3) Is a delayed retirement increment needed?

Early retirement trends
Under existing law, a worker can retire at age 65 on a full benefit, or as early

as age 02, on a permanently reduced benefit. At age 62, the actuarial reduction is
20 percent. The early retirement provisions were enacted in 1956 for women, and
in 1961 for men.

Presently, a very substantial number of- retired-worker beneficiaries are re-
ceiving reduced benefits. In March 1971, for example, about 40 percent of the
13.5 million retired'worker beneficiaries had their benefits reduced because they
chose to retire early. This compares with 2.2 percent and 16.3 percent of the
beneficiaries who were receiving reduced benefits in December 1956 and De-
cember 1961."

A study of new benefit awards for July-December 196S indicates that there
are a variety of reasons why male beneficiaries retire before age 65. As Table
IV shows, 54 percent of the men retired because of health--ither a specific ill-
ness or disability, an accident or injury, or poor health in general. This is closely
followed by job-related reasons-that is, such things as job discontinuation or
layoffs; 20 percent of the beneficiaries fell into this category. Finally, 17 percent
of the men wanted to retire before age 05.

Table IV.-Reasons cited by male beneficiaries, aged 62-64I, explaining
early retirement

Reason: Percent
Health ------------------------------------------------- 54
J.ob-Related ---------------------------------------------- 20
Wanted to Retire --------------------------------------------- 17
General Retirement Age ----------------------------------------- 5
Miscellaneous -------------------------------------------------- 4

Total 100
Statistics on new retirement benefit awards indicate that a majority of work-

ers retire before age 6-5. For example, the proportion of reduced benefits awarded
(as a percentages of all awards moving to payment status) has been about 00-62
percent in recent years."

These facts indicate that an annual increment for delayed retirement will
probably have little, if any, appreciablee effect on slowing down the large number
of beneficiaries who retire at age 65 or earlier.

* U.S. Department of 14.E.W.. Social Security Bulletin, September 1971, Table Q-5, p. 58.
I See, Virginia Reno "Why Men Stop Working at or Before Age 05: Findings from the

Survey of New Beneficiaries," Social Security Bulletin, June 1971, Table A, A. 5.
8 U.S. Department of H.E.W., The Same, September 1971, Table Q-6, p. 5
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Employment incentive
Most elderly persons are not working. In May 1970, the U.S. Department of

Labor reported that about 16.1 million men and women, 65 years of age and over,
were not in the labor force. Of the estimated 3.2 million elderly who were in the
labor force, about 3.1 million were employed and 97,000 unemployed. Most of
the employed group (86 percent) had Jobs in non-agricultural industries.'

Would an) increased benefit serve as an incentive to encourage more persons 65
and over to postpone retirement and continue working"

There is no information in the House Ways aift Means Committee report to
indicate whether the 400,000 persons who are expected to qualify for higher
benefits wider this provision in the first year of operation are not now in the labor
force. However, we doubt that a benefit increase of I percent per year is a
strong enough inducement to persuade persons 65 and over to return to the
labor force or to continue working.

Data on the number of persons expected to qualify for benefits under the re-
tirement test strongly suggests that most, if not all, of the 400,000 are already
employed. The delayed retirement increment will not be an employment incen-
tive, but Just a device to raise benefits for people who are already working.
Obviously, when these persons do retire, they will have no social need for larger
benefits because they worked longer.
IR it needed

Existing law already contains two provisions which serve to encourage em-
)loyinent among the elderly.

The first is an automatic recomputation of benefits for those persons who
continue to work after age 65. If the person's earnings then exceed his previous
pay, then the retirement benefit will be increased. Naturally, a recomputation
never decreases the retirement benefit.

The annual amount of "exempt" earnings under the retirement test also serves
as a device to encourage employment by elderly persons. A 1963 study of the
Social Security Administration indicates that quite often the key factor in
determining how much work a "retired" beneficiary undertakes is the annual
amount of "exempt" earning:s--whether it is $1,200 as in1 1963, or $1,680 as at
)resent, or $2,000 as l)roposed in H.R1. 1.10

More recent information from the 1968 Survey of New Beneficiaries confirms
the earlier findings. According to the Social Security Administration:

"The high concentration for all beneficiaries with payable awards (reduced
and full) at earnings of $1,680 or less is further evidence that some recent
awardees make a conscious effort to control the amount of their earnings to
continue to receive all or part of their social security lbnefts . . . those who
are self-employed can more easily control the amount of their work. Many
who work In highly seasonal occupations or industries may have actually
earned as much as they could.

"To the extent that earnings are controllable, workers could be expected to
respond to an increase in the maximum amount of earnings allowed under the
retirement test by earning higher amounts with which to supplement their
social security benefits." "

We recommend that the delayed retirement increment be deleted from the bill.
The increase in the amount of "exempt" earnings to $2,000 a year and tho
elimination of the dollar-for-dollar benefit withholding provisions are far more
likely to encourage beneficiaries to-do additional work or take a Job at
higher pay.

MODIFICATIONS IN TIIE RETIREMENT TEST

Social Security benefits are intended to provide regular cash payments to a
worker when he has withdrawn from the labor force because of age or total and
permanent disability.

The so-called retirement test is the basis for determining whether a bene-
ficiary has substantially retired from the labor force or is continuing to support
himself by working.

Under present law, a beneficiary can earn $1,680 a year and still receive all his
benefits; these are called "exempt earnings." For earning between $1,600 and

9 U.S. Department of Labor, Employment and Earnings, June 1971, Table A-3, A-17, and
A-25. pp. 21-22, 81, 37-38.10 See Kenneth G. Sander, "The Retirement Test: Its Effect on Older Workers' Earnings,"
Social Security Bulletin, Jine 196."1 See Patience Lauriat and William Rabin, "Men Who Claim Benefits Before Age 05:
Findings from the Survey of New Beneficiaries, 1968," Sooal Security Bulletin, November
1970, p. 10.
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$2,880, one dollar in benefits is withheld for every two dollars of earnings. If a
worker makes more than $2,880, one dollar in benefits Is withheld for every dollar
of earnings.

H.R. 1 would make three changes in present law:
(1) The annual amount of "exempt" earnings would be increased from $1,680

to $2,000 in 1972;
(2) For earnings in excess of $2,000 a year, one dollar of benefits would be

withheld for every two dollars of job earnings;
(3) The annual amount of "exempt" earnings would be automatically raised in

the future as average taxable wages rise.
We endorse the increase In the annual amount of "exempt" earnings from

$1,680 to $2,000, and the elimination of the dollar-for-dollar withholding pro-
vision. These changes should help encourage part-time work among the relatively
few elderly persons who are able 'to do so.

On the other hand, we are opposed to the automatic upward adjustment of the
"exempt" earnings amount under the escalator provisions set forth in Section
102. Revision of any element of the Social Security program should be made only
after Congress has evaluated the advisability of such a change, at the time the
changeIseing considered, and in the light of then existing conditions.

ADDITIONAL DROP-OUT YEARS

Under l)resent law, benefits payable to a worker, his dependents or survivors,
are based on his average monthly earnings record in covered employment. The
time span used-in detennining average monthly earnings is from 1951 up to the
year in which the-worker reaches age 65 (age 62 for women), becomes disabled,
or dies. Five years of low or no earnings are eliminated in determining the
worker's earnings record. This "drop-out" raises the average and produces a
higher benefit.

Section 108 of H.R. 1 would provide an additional "drop-out" year for each 15"years of coverage", starting in 1972. A "year of coverage" would be defined as
it would be under the so-called special minimum benefit--namely, on a presump-
tive basis for the 14 year period from 1937 to 1950 and on a year-by-year basis
from 1951 on.

The Social Security Administration estimates that approximately $17 million
in benefits would be paid out in the first year. On a long-range basis, however,
the average annual cost would be substantial-about $1.2 billion.

We are opl)osed to this provision because it represents a "back-door" apl)roach
to increasing benefits. Furthermore, there is no need for another increase, back-
door or otherwise, because benefits are substantially ahead of the rise in the cost
of living.-We recommend that Section 108 be deleted from the bill.

DISABILITY WAITING PERIOD

Under present law, monthly benefits are payable to disabled workers under age
65 with long-terni total disabilities. There is a six-month "waiting period" for
benefits.

Section 122 would reduce the "waiting period" from 0 months to 5 months,
effective January 1, 1972. There would be no change in the deflntion of dis-
ability.

An estimated $105 million in benefits would be paid out in the first year. On
a long-range basis the average annual cost would be approximately $100 million.

We recommend that the present 6 month "waiting period" be retained. The
facts show that the Social Security Administration needs a substantial amount
of time to process claims and to make a medical determination of disability. For
March 1971, the median processing time for disability insurance awards was 98
days. Since June 30, 1968, median processing time, in calendar days, has risen
26 percent."

Furthermore, reduction in the "waiting period" tends to move the Social Secu-
rity program in the direction of covering short-term disability-an area now
served by private enterprise. In 1969, about 63 percent of all workers in private
industry were protected against short-term disability under either voluntary or
compulsory income maintenance programs. Another 10 million employees in fed-
eral, state and local government had protection against this risk through formal

SI Flenrings. Department* of Labor and Health, Education, and Welfare Appropriations
for 1979, House Subcommittee on Appropriations, Part IV, 92nd Cong., lst Sess., p. 852.
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sick leave arrangements. Overall, about 66 percent of all wage and salary workers
had coverage against short-term disability in 1969.' 1

MEDICARE AMENDMENTS

M.R. 1 propioses sharl increases in Medicare (Hosital Insurance) payroll
taxes to correct the deficit in the present progratii, and to finance an expansion
to cover the long-term disabled under age 65. combined d emlployer-employee pay-
roll taxes would be increased from 1.2 percent In 1971 to 2.4 percent in 1072, and
to 2.6 percent in 1977. The taxable wage base would be increased front $9,0X) to
$10,2(X) In 1972. In the future, additional tWx money would probably ie chaleled
into the program on a continuing basis via automatic increases in the taxable
wage ba'.e beginning in 1974.

Rishig costs of iiedicare
The latest cost e4timates for Medicare (IHospital Insurance) show that the

lrogran is still in serious financial (lifliculty. Information submitted to the FI-
miance Committee by the Social Security Administration actuaries shows that the
Iospital Insurance Trust Fund will be exhausted in 1973. On a long-range basis
(over the next 25 years), the "level-cost" of Ienefits, onl a $1),00() wage base, is

estimated to be 2.89 percent of taxable payroll. The "level-eluivalent" oif taxes
works out to 1.54 percent-leaving a deficit of 1.35 percent. Thus, "tax take"
will need to he Increased by 88 percent to put tie program on a self-sustaining
basis over the next 25 years."

Extcnsion to the disabled

Section 201 would extend Medicare protection (Hospital Insurance and Sup-
plementary "Medical Insurance) to 1.5 million disabled Social Security and Rail-
road Retirement beneficiaries. The covered group would include disabled work-
ers under age 65, disabled widows and Widowers between the ages of 50 and 65,
and people 18 an1ld over who became disabled before age 22.

Under the House bill, only the long-ternii disabled would Ibe-eligible for bene-
fits; in order to qualify, a person would have to be on the disability rolls for 25
consecutive illontls.

About-$1.8ibdlon in benefits would be paid during tit( first full year of opera-
tion. On a "loug-range" basis, the average annual cost of this expansion is esti-
nated to le $2.5 billion.
Recommc~idatio~m

The first five years' experience with Medicare confirms our earlier conviction
that it is virtuallly impossible to develop reliable long-range cost estimates for
a program that pays for services. However, the facts show that the Medliare
(Hospital Insurance) program must have more tax revenues immediately if it is
going to meet its coi mmitments. We are opposed to an increase it the taxable
wage base, a utoimatic or otherwise, to accomplish this objective. Intstead, we re -
onmmuend that ('otgress raise Hospital Insurance tax rates to provide an Wllime-
diate solution to tihe revenue problem. A proposed schedule of tax rates for both
the Hospital Insurance program and Social Security cash benefits program Is
discussed in the section on Financing.

On the other hand, the continuing difficulties with the presentt program argue
against any proopsed expansion at this time. No one knows whether the current
actuarial cost estimates are any more reliable than earlier projections. For this
reason, we re(Nmmmmend that Congress defer any expansion until taxpayers can be
assured that the costs of the present program are under control.

FINANCING SOCIAL SECURITY ANi) MEDICARE

H.R. 1 would be financed by increasing both, the taxable wage base find tax
rates. The tax base would be increased from $9,000 to $10,200 in 1972. Combined
tax rates on employers and eniployees would rise front 10.4 percent this year to
10.8 percent in 1972, with steep increases over the next several years to a comi-
bined rate of 14.8 percent in 1977. Under present law, the comitnlned employer-
emlployee rate is scheduled to rise U) 12.1 percent in 1987 and after. -

13 See Daniel N. Price, "Cash Benefits for Short-term Sickness, 1948-09," Social Security
Bulletin, January 1971, p. 22.

14 The Social Security Administration submitted two cost estimates to the Pinance Com-
mittee. Under the first: which assumes a $9,000 taxable wage base, the deficit is 1.35 per-
cent of taxable payroll. The second estimate. which assumes that tie tax base wilf be
automatically increased to keep up to the general earnings level, shows a deficit of 0.02
percent of taxable payroll.
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Table V compares Social Security and Medicare taxes, for both employees and
employers, under present law with those prol)osed in H.R. 1. Maximum com-
biled taxes are scheduled to rise, under present law, from $811 In 1971 to $936
in 1972, and eventually to $1,089. Under H.R. 1, on the other hand, the maximum
eoiniiied tax will rise to $1,102 in 1972 and to significantly higher amounts later
on as a result of the automatic wage base escalator. It is estimated that the maxi-
mum combined tax will be $1,339 in 1975, $2,087 in 1980, $2,486 in 1985, and will
eventually rise to $3,863.

Taxable wage ba8e
The Sci, al Security Amendments enacted last March provided for an increase

if the taxable wage base from $7,800 in 1971 to $9,000, effective ill 1972. When
(ongress raised time taxable wage base to $7,800 in 1968R, it was about $1,000
above the median earnings of regularly emlo.yed male workers. Today, it is
estimated that the $7,800 wage base is aliout $250 below median earnings of
regularly employed male workers.

TABLE V.--SOCIAL SECURITY AND MEDICARE TAXES-PRESENT LAW COMPARED WITH HOUSE-PASSED SOCIAL
SECURITY BILL (H.R. 1)

Employee-employer tax Maximum combined
rate I Taxable wage base taxes 2

Present
law H.R. 1 Present Present

(percent) (percent) Law H.R. 1 3 Law H.R. 1 3

Year:
1971 ........................... 10.4 10.4 $7,800 $7,800 $811.20 $811.20
1972 ................... .. 10.4 10.8 9,000 10,200 936.00 1, 101.60
1973 ................ --------- 11.3 10.8 9,000 10,200 1,017.00 1,101.60
1974 ........................ 11.3 10.8 9,000 10,800 1,017.00 1,166.40
1975 .......................... 11.3 12.4 9,000 10,800 1,017.00 1,339.20
1976 ---........................ 11.4 12.4 9,000 11,700 1,053.00 1,450.80
1977 ........................... 11.4 14.8 9,000 11,700 1,053.00 1,731.60
1978-79 ........................ 11.4 14.8 9,000 12,900 1,053.00 1;909.20
1980 ........................... 11.9 14.8 9,000 14, 100 1,071.00 2,086.80
1985 ........................... 11.9 14.8 9,000 16,800 1,071.00 2,486.40
1990 ........................... 12. 1 14.8 9, 000 21,900 1, 089.00 3,241.20
1995 ........................... 12. 1 14.8 9,000 26, 100 1, 089.00 3, 862.80

I Combined employer-employee tax rates for social security and medicare (hospital insurance).
2Maximum combined taxes for both employer and employee.
3 H.R. 1 calls for initial increase in the taxable wage base from $9,000 to $10,200 in 1972. All subsequent increases,

beginning with 1974, will be made in accordance with a formula based on estimated increases in average taxable wages.
The Secretary of HEW, not the Congress, will determine how much to raise the taxaqle wage base. Estimated figures for
taxable wage base from 1974 on, obtained from Office of the Actuary, Social Security Administration.

TABLE VI.- COMPARISION OF SOCIAL SECURITY TAXABLE WAGE BASE WITH MEDIAN ANNUAL EARNINGS OF
"REGULARLY EMPLOYED WORKERS," 1960-751

Median annual earnings 3
Taxable------------ ------

Year wage base 2 Men Women

1960--- -..-- ----- _------------ -------------- $4,800 $4,837 $2,706
1961 .......................-............................ . 4,800 4,950 2,776
1962 ....................................................... 4,800 5,139 2,876
1963 ....................................................... 4, 800 5, 298 2,956
1964 .... .....................--------------------------- 4,800 5,629 3, 063
1965 ------------------------------------------------------ 4, 800 5,739 3,168
1966 ....................................................... 6,600 6,124 3,338
1967 ....................................................... 6,600 6,360 3, 510
1968 ..............I ----------------------------------------- 7,800 6,820 3, 770
1969 ............. 7......................................... 7,800 7,340 4,010
1970 ....................................................... 7,800 7,689 4, 190
1971 ....................................................... 7,800 8, 055 4,378
1972 ............................. ------------------------- 10, 200 8,438 4,574
1973 ------------------------------------------------------ 10,200 8,840 4,779
1974 ------------------------------------------------------ 10,800 9,261 4, 993
1975 ....................................................... 10,800 9,702 5,217

Data for 1960-69 obtained from U.S. Department of Health, Education, and Welfare, Social Security Bulletin, Annual
Statistical Supplement, 1969, table 36, p. 51. "Regularly employed workers" refers to 4-quarter waee and salary workers
covered by social security.

2 H.R. I calls for an initial increase in the taxable wage base from $9,000 to $10,200 effective in 1972. All subsequent
increases, be.iniing in 1974, wi!i be maie in accordance with estimated increases, as determined by the Secretary of
HEW. in average taxable wages of workers covered by soc;2l security; 1974-75 base estimated.

3 GrowLh in median annual earnings estimates from 1970 through 1975. Projection based on average annual increase
in earnings from 1960 through 1969.
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MIedian earnings of regularly employed male workers is a reasonable yardstick
to use in considering whether or not a wage base change Is necessary. This
guideline will ensure that half of all regularly eml)loyed male workers have
their total earnings protected under the program. At tile same time, it will allow
the other half of the workers, who have some earnings not taxed, to use a greater
proportion of their pay to save or spend, as they choose.

As Table VI shows, the $9,000 wage base under present law appears adequate
for the next several years. Congress should not consider any change in the wage
base for tax or benefit purposes until 1974. We recommend that the taxable
wage base be mlaintained at $9,000.
Taw -rate ifncrea8C8

As this Committee knows, the National Chamber has consistently supported
maintaining tile Social Security and Hospital Insurance programs on a self-
sustaining basis solely from payroll taxes on covered workers and employers.
We continue to supl)ort tlat fundamental principle.

We think, however, that H.R. 1 is an extraordinarily expensive "package"
because' it pl)oposes to add $18.4 billion in average long-range annual costs to
the present program. It proposes an oppressive tax burden on workers and
employers.

In 1972, taxes on workers and employers would be increased $4.2 billion. As
Table VII shows, the cumulative tax increase over the next six years would
amount to $57 billion.

TABLE VII.-SOCIAL SECURITY AND MEDICARE TAX TAKE, PRESENT LAW COMPARED WITH H.R. 1, 1971-77'

[in billions

Present law H.R. I Increase

Year-
1971 -------------------------------------------------- $45.0 $45.0 ............
1972 ................................................... 51.3 55.6 $4.2
1973 ................................................... 59.1 59.5 .4
1974 ------------------------------------.............. 62.5 63.7 1.2
1975 -------------------------------------------------- 65.6 76.2 10.6
1976 .............. .................................... 70.8 82.7 11.9
1977 -------------------------------------------------- 74.2 102.9 28.7

Cumulative increase ------------------------------------------------------------------ - 57. 0

House Ways and Means Committe, Social Security Amendments of 1971, report 92-231, 92d Cong., 1st sess., pp. 132
and 143; and Social Security Administration, Office of the Actuary.

Tile Finance Committee should substantially reduce the costs of H.R. 1 by
eliminating the 5 percent benefit Increase and the other provisions which we 1ave
noted. If these modifications are made, long-range average annual benefit costs
can be pared by $8.5 billion, with consequent reductions in tax rates. Furthermore,
future tax rate Increases should be scheduled over the next 16 years, rather than
6 years, to avoid an unnece;sary build-up in the trust funds.

Table VIII below, compares combined employer-employee Social Security and
Medicare (HI) tax rates in H.I. 1 with the schedule recommended by the Na-
tional Chamber. Our recommendations would result il much lower taxes on
workers and business in all future years.
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TABLE VIII.-SCHEDULE OF SOCIAL SECURITY AND MEDICARE (HI) TAX RATES FOR H.R. 1 AND MODIFICATIONS
THEREOF

[Combined employer-employee raes, perce~tI

H.R. 1 benefits and modifications of H.R. 1Modification of

H.R. 1 tax base H.R. 1 tax base
of $10,200 of $9,000 2 Difference

Years-
1971 ................................................... 10.4 10.4 ................
1972-74 ................................................ 10.8 10.4 +0.4
1975-76 ................................................ 12.4 11.0 +1.4
1977 ................................................... 14.8 11.0 +3.8
1978-80 ................................................ 14.8 1118-- +3.0
1981-83 ................................................ 14.8 12.6 +2.2
1984-86 ................................................ 14.8 13.4 +1.4
1987 and after .......................................... 14.8 14.2 +. 6

These tax schedules were developed by Robert J. Myers, professor of actuarial science, Temple University, and a
member of the National Chamber's Social Security Committee. From 1947 to 1970, Mr. Myers wqs the Chief Actuary,
Social Security Administration, U.S. Department of Health ,EdlicattK-nd Welfare.

2 Modificationof H.R. 1 eliminates $10,200 tax base, 5 percent benefit increase, 5 month "waiting period" for disability
benefits, special minimum bEneft based on "years.of coverage," additional dropout years, delayed retirement increment,
and extension of hospital insurance benefits to disabled persons under age 65.

If the Finance Committee does not decide to reduce the costs of H.R. 1-In
accordance with our recommendations, it is still possible to ease the tax burden
on workers and employers over the next several yeai Puture tax rate increases
should be scheduled to maintain trust fund balances about equ-a to one-year's
benefit payments. This would result in lower taxes on business and workers
over the next 12 years.

Table IX compares the combined employer-eml)loyee Social Security and Medi-
care (HI) tax rates in H.R. 1 with an equivalent alternative schedule designed
to finance the provisions of H.R. I as passed by the House.

TABLE IX.-SCHEDULE OF SOCIAL SECURITY AND MEDICARE (HI) TAX RATES FOR H.R. 1 AND EQUILVALENT
ALTERNATIVE I

[Combined employer-employee rates, percent]

H.R. 1 benefits-tax base of $10,200

Equivalent
Period H.R. 1 alternative Difference

Years-
1971 ------------------------------------------------ 10.4 10.4 ................
1972-74 ----------------------------------------------- 10.8 10.8 ................
1975-76 ----------------------------------------------- 12.4 11.6 +0.8
1977 ................................................... 14.8 11.6 +3.2
1978-80 ----------------------------------------------- 14.8 12.6 +2.2
1981-83 ----------------------------------------------- 14.8 13.6 +1.2
1984-86 ----------------------------------------------- 14.8 14.6 +. 2
1987 and after ----------------------------------------- 14.8 15.4 -. 6

I These tax schedules were developed by Robert J. Myers, Professor of Actuarial Science, Temple University, Philadel-
phia, Pa.

Note: Conclusion-The record shows that Congress has acted regularly on social security over the years and treated
beneficiaries very fairly. Benefits are well ahead of the rise in living costs. There is no economic need for another increase
today.
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Moreover, the facts clearly indicate that there is no real justification for
an autonmatic cost-of-living provision financed by automatic escalation in the
taxable wage base. We think it would be particularly inapprol)riate to initiate
such a provision at a time when the government is engaged in an unprecedented
effort to halt inflation through wage and price controls.

In conclusion, we believe that the House bill is an extraordinarily expensive
package which proposes an oppressive tax burden on workers and employer,%
The Finance Committee should make every effort to reduce the long-range costs
of 11.R. 1 ini order to lower Social Security taxes to a reasonable level.

('%AMBEI OF COMMERCE OF THE UNITED STATES,
HUMAN RESOURCES DEVELOPMENT GROUP,

Wa8hington, D.C., February 18, 1972.

Mr. THOMAS VAIL,
Chief Counsel,
Committee on Finance,
New Senate Offiee Building,
Washington, D.C.

DEAR MR. VAIL: This is In response to Senator Ribicoff's request to provide
data on employment opportunities in large cities and further information about
Pennsylvanla's study of the effects of eliminating state residency requirements.

Dr. Wolfbein stated that the large cities in America, despite relatively high
unemployment, represent major areas of employment opportunities for blacks
and whites. Documentation on this point is contained in the enclosed study by
the U.S. Department of Labor, Occupational CharacteristiCs of Urban Workers,
1970.

In our testimony, we also pointed out that available evidence refutes the con-
tention that high welfare payments in some states have caused large numbers
of poor people to migrate to these areas Just to get on welfare. Tills is b)rne out
by studies of the AFDC program carried put in New York City, Cook County,
Illinois, and Pennsylvania.

The Pennsylvania study was initiated January 12, 1968, by Mr. Norman Lourie,
Deputy Secretary for Federal Policy and Programs, Department of Public WIfare.

Every county welfare office carried out a continuing audit, for 12 consecutive
months, of those applicants found eligible for Old Age Assistance, Aid to the
Wind, Aid to Families with I)elndent Chl'dren, Aid to tile Permanently and
Totally Disabled and General Assistance. The cases reviewed involved only those
applicants who had resided in the state for less than 12 months from the time
of application.

This monthly audit was undertaken because of the Supreme Court's decision
that residency requirements were unconstitutional. Pennsylvania, which had a
residency requirement and relatively high welfare payments, anticipated that
there would be a large influx of applicants from southern states.

According to Mr. Lourie, the monthly audit showed that a majority of new
AFDC recipients who had resided in Pennsylvania for less than 12 months prior
to application, came from four states-California, Illinois, New York, and Mas-
sachuetts. Very few applicants came from southern states.

If the Finance Committee wants to obtain a statistical breakdown of the
monthly audit of AFDC cases, may I suggest that you write Mr. Lourie in
Harrisburg.

I would appreciate it if you would include our response in the printed record
of the hearings on H.R. 1.

Cordially yours,
WILLIAM P. MCHENRY, Jr.,

Manager, Economic Security.
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Special Labor Force Report shows workers
in metropolitan areas to be highly skilled,

but with substantial differences
between residents of the central cities

and those living in the suburbs

CHRISTOPHER 0. GELLNER

TWO-THIRDS OF ALL WORKERS in the United States
now reside in metropolitan areas-the centers of
economic activity and growth for the Nation.' The
economic importance of these areas is reflected in the
high proportion of highly skilled workers within their
populations. Professional, technical, and managerial
occupations are more common in such areas (particu-
larly the 20 largest) than in the Nation as a whole.

This article is based on occupational data for
Standard Metropolitan Statistical Areas (SMSA's)
that have recently become available on an annual
average basis from the Current Population Survey
(CPS). It explores the major differences in the
occupational distribution of employment among our
large metropolitan areas and between their central
cities and suburban rings. It also attempts to deter-
mine whether such skill differences have any direct
bearing on the disparity between central city and
suburban unemployment rates.

Data on the occupational distribution of the labor
force are essential in order to study the purported
skill gap between central city workers and suburban
workers.' In the absence of such information, it has
been widely assumed that the great majority of
central city workers are concentrated in semiskilled
and low skilled jobs and that when unemployed they
seek work in similar fields.

Skill pattern by nature of area

As table I shows, over one-half of all workers
residing in metropolitan areas are employed in white-
collar work and 16 percent are in professional and
managerial occupations. In nonmetropolitan areas,
slightly less than two-fifths of the workers are in
white-collar work and 11 percent in professional

Christopher 0. Gellner is a labor economist in the Division
of Employment and Unemployment Analysis, Bureau of
Labor Statistics.

Reprint from October 1971
Monthly Labor Review
Reprint 2765

Occupational
characteristics

of urban
workers

and managerial occupations. Nonmetropolitan area
workers are more likely to be employed in blue-
collar work. The proportion of workers in the service
occupations is roughly the same in metropolitan and
nonmetropolitan areas.

The higher skill level of the metropolitan area
labor force is apparent among both Negro and white
workers. One-third of the Negro workers residing
in metropolitan areas were engaged in white-collar
work in 1970, with 14 percent working as skilled
professionals and managers. Outside these areas,
only 14 percent were in white-collar work and 8
percent in the professional and managerial occupa-
tions. Among whites, the percentage employed in
white-collar occupations is also significantly higher
in metropolitan areas (56 percent) than in non-
metropolitan areas (41 percent). Moreover, the
proportion of whites employed in the professional
and managerial occupations in metropolitan areas,
at 28 percent, is also significantly higher than the
22 percent in nonmetropolitan areas. Outside metro-
politan areas, about one-tenth of the whites and
one-eighth of the Negroes were in farming occupa-
tions in 1970.

Generally speaking, the larger a metropolitan area,
the larger its proportion of higher skilled workers.
This is confirmed by data on the 20 largest SMSA's,
which contain about half of the workers of all metro-
politan areas. 3 Approximately. 56 percent of the
workers residing in these areas are in white-collar
occupations, a slightly greater proportion-, than in
all metropolitan areas. Moreover, these large urban
areas have a slightly larger proportion of professional
and technical workers than do all metropolitan areas.
Conversely, the proportion of workers in both blue-
collar and service occupations is somewhat lower
in these large.SMSA's than in smaller urban areas.

Differences in occupational distribution between
the labor force in the 20 SMSAs and that for all
metropolitan areas are evident both for Negroes and
for whites. In the 20 largest areas, approximately

21

U.S. DEPARTMENT OF LABOR
Bureau of Labor Statistid.

72-573 O - 72 - pt.3 - 17
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37 percent of Negro employment and 59 percent of
white was in white-collar fields--both larger percent-
ages than for all SMA's combined. The relatively
large proportion of white-collar workers in the Negro
labor force of the 20 largest areas compared with
that of all SMSA's, however, results almost entirely
from a greater representation in clerical jobs, gen-
erally occupied by women. White employment, on
the other hand, stems from a greater representation
in professional and technical as well as clerical
occupations. In blue-collar and service occupations,
the percentages of both Negro and white workers
are slightly lower in the 20 largest areas than in all
metropolitan areas combined. The smaller propor-
tion of Negro workers in these two occupational
groups in the 20 areas is due chiefly to the fact that
a smaller proportion hold nonfarm laborer and pri-
vate household jobs in the large urban areas than
in smaller areas.

Central city versus suburb

As metropolitan areas have grown in size and
importance, the socioeconomic dichotomy between
the central city and its surrounding surburban ring
has increased. Each component of the SMSA is
dependent upOn the other for economic survival.
Central cities, however, have experienced a dispro-
portionate amount of the economic .hardship in
metropolitan areas, as reflected by their higher un-
employment rates and less skilled work forces.

Today, the central cities of the Nation's metro-

politan areas contain approximately three-tenths of
all U.S. employment. This is less than half, however,
of total metropolitan employment. Over the past two
decades, the net number of employed persons living
in central cities has remained almost the same, and
occupational upgrading has proceeded slowly. In
contrast, in the surrounding suburban rings the resi-
dent labor force has grown rapidly in size and has
experienced substantial occupational upgrading. The
relative change In the skill levels of the suburban and
central city residents has occurred principally be-
cause higher skilled workers have moved to the
suburbs, while the central cities have received large
numbers of less skilled workers from smaller towns
and rural areas.

Half the workers living in the central cities were
employed in white-collar jobs in 1970. This Is slightly
lower than the suburban proportion. However, the
highly skilled professional and technical fields ac-
counted for 14 percent of all central city workers-
the same as the U.S. average, but over 2 percentage
points below the suburban average. (See table 2.)
In comparison to their suburban counterparts, cen-
tral city residents were generally less represented in
all of the skilled white-collar occupations and in the
craftsmen trades, but were more represented in
the lower skilled occupations (operative, nonfarm
laborer, and service).

Among central city residents, about one-third of
the employed Negroes were working in white-collar
jobs. The same proportion was found among Negroes
living in the suburbs. While about one-half the

Table 1. Employed persons In the United States, by major occupation group and color, 1970 annual averages
I ecn dillrilntlon]

Occupation group

Total employed (thoueds).Pertil...............

White-collar worke ............
Prfessionl and lechlkli...
Manages, officials, and

ploprietors ..............
Clerical workers ............
Sola workers ..............

Blue-¢ollst wtamkors .............
Craftsmen &ad tomen .....
Oprstive..................
Nofarm laborers ...........

Srvtce workers ................
Private ho selhod workers,
Otler service workers .......

Fer workers ..................

Total

All Pon-
United metro.
States polltin

76,627 27,011
0. 0 100,0

48.3 38.6
14.2 11.4

10.5 9.7
17.4 12.8
6.2 5.0

17.7 20.0
4.7 6.4

22.4 12.3
2.,0 2.4

10.4 10.4

4.0 9.9

White

All 20 largest
metro- metro.
politan polltin

1.0 2060

53.3 55.7
15.6 16.5

19.9 214
6.6 6.7

33.7 32.3
12.9 12.5
16.5 15.6
4.4 4.0

22.1 22.7

. 0.2
.9 .4

All non. All
United metro- Motro-
Slates politan politsn

ore$$ ares

7026 2479 56

50.61 41.1 56.2
14.1 22.9 16.4

22.4 10.3 12.0
26.0 13.5 20.4
6.7 5.4 7.4

34.5 37.7 32.6
13.5 13.5 13.5
27. 29.5 25.6
I.2 4.61 3.7

10.7 22.5 10.32.3 2.6 2.2
9.4 9.9 1.2

4.0 9.7 .1

Negro end ether tre

20 largest
politon
arm"

22 643
lF0.0

56.6

12.

7.4

32.2
23.2
24 1
3.4

210,
6.9

.4

United
States

27.1

3.1

12.3

3.

All non
motro-
polltsc

A

132

2.3
4.4
2.3

45.9

26.2

2.7

All
mo et.
politiel
areas

6,232

33.

210.3

25.41.4
23.0

.7

polite
are

337

O0.O
1':1
4.3
217

30.4

A1
23.2
41

.3

i
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Table 2. Employeid persons In the central cities and suburban rings of all SMSA's and the 20 largest SMSA's, by major
occupation group and color, 1970 annual averages
IPerelnt dilstribto)

Occu tin group

ALL METROPOLITAN ANUS

Total Iemployed (Mosnis) ..................
Percent ...............................

Whitecotlar worker ..................
Prolessloaal and technical ..........
Managers, offinlls, and proprietors .......
Clerical workers ........................
Solos workers ..........................

Slve¢)llir workers ....................
. ralsoii and foreman ...........

rl1TtVIS .....................
Monrm lnbor er$ ...............

Service workers .........................
Private h)JiSehold workers ...........
Other srote workers ...............

Firm workers ..............................

X LARGEST METROPOLITAN AREAS

Total empl,)yed (thousands) .................
Percent ...............................

White.Collar workers ...................
Professional and technical ..........
ManaIgers. ofltils, and proprietors .......
Clerial workers ........................
Salnoworkers ..........................

Blue-collar workers .........................
Craftsmen and foremen .................
Operatives ............................
lonfarm laborers .......................

Service workers ............................
Private household workers ............
Other sevKe workers ................

Farm work* ...........................

Total I White Negro *nd other races

Central city

2323I0.0
iSt a
5161;.4

9.6
21 2
63

34 0
li6

49

14.2
2.1

12.1

.2

11.223
10010
52.8
14.4
52

23.4
5.7

33 3
11'0
17.8
4.6

13.8
1 8

12.0

.1

Suburban ring

28, $82

547
16.6
12.1
Ij

33 5

3.9

10.4
1.5
1.9

1.4

14.957
100.0

57.9
18.0
12.5
19.9
7.5

31 5
13,7
14.3
3.5

I0 1
1.3
8.8

,6

Central city I Suburb:n ring Central city j Suburban rlng

16,47110.0

56.4IS,.
11.2
22 37.31

32.1

3.8
11.2
1.0

10.2
.2

6,399
100.0

58.3
16.0
11.0
244
68

31.1
11 6
16 I
3.4

10.
a

9.7

.1

26,913
100.0

12.1
9.1
7.4

33 2
14.4
15.2
3.6

8.4

1.3

14.244
100.0

58.7
18.2
12.8
20.0
7.7

31 2
13.9
14.0
3.3

9.5
1.1
8.4

.6

4 766i0

32.8
'9.7
3.7
17 1
2.J

41 3
0.9

23.20,3

25.7
6.3

19.4

.2

2,823
100.0

36.3

20.3
2.4

3995
9.0

22 8
8.2

23.6
48

18.2

white-collar Negro suburbanites were in professional,
technical, managerial, or official jobs, less than half
the Negro white-collar workers living in central
cities were in this highly skilled group. This 'indi-
cates that a considerable proportion of Negroes with
high skilled-and thus high paying-jobs have
moved to the suburbs. Such a selective process does
not appear to have been at work among Negroes
outside the white-collar sector, howeyer, as the skill
distribution of Negro blue-collar and service workers
living in the suburbs is not measurably different from
that of central city Negroes. In contrast, white
workers living in the suburbs are in higher skilled
jobs than their central city counterparts, within both
the white-collar and blue-collar categories. The pro-
portion of suburban Negroes working in farm jobs
(2.6 percent) is twice as large as the proportion of
suburban whites.

Workers living in the central cities of the 20 largest
metropolitan areas have essentially the same array
of jobs as those in the central city of all SMSA's

combined. The suburbanites in the largest areas, on
the other hand, hold higher skilled jobs than sub-
urbanites in general. Especially, they are more con-
centrated in professional and technical occupations.
As a result, the skill gap between central city and
suburban residents is wider in the 20 largest areas
than in all SMSA's combined.

The relatively wide skill gap is evident among
both whites and Negroes. In the 20 largest metro-
politan areas, suburban workers-both white and
Negro-hold a relatively larger proportion of pro-
fessional, managerial, and sales jobs than do their
city counterparts (table 2). In addition, a larger
proportion of the white suburban labor force than
of the white central city labor force are skilled
craftsmen. The proportion of professional and tech-
nical workers is 1 h times as large among Negroes
living in the suburban rings of the 20 largest
SMSA's as among\Negroes in the central cities of the
same areas, and equals the proportion" of these
highly skilled workers in the total U.S. labor force.
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The majority of Negro wh 'e-collar workers living
in the central cities of thcse areas are ip clerical
occupationns.

Reason for the skill gap

General differences in occupational levels be-
tween residents of central cities and those of suburbs
are explained in part by the differences in the racial
composition of the labor force in the central cities
and the suburbs. Negroes hold a disproportionate
share of the lower skilled, less desirable jobs, and
their dense concentration in central cities tends to
skew the occupational distribution of city workers
in the low skilled direction. This is especially the
case in the 20 largest SMSA's, where four-fifths of
the Negro labor force resides in the central cities.

The nature and geographic location of the indus-
trial growth within or in the vicinity of a metropolitan
area may have some effect on the occupational dis-
tribution of its central city and suburban labor forces.
For years most new metropolitan industry and busi-
ness has been placed in the suburbs. The majority
of building permits for office buildings and stores
issued in the early 1960's were for suburban sites.'
If the new higher skilled better paying jobs are
available only in one section of the metropolitan
area-that is, the suburban ring-workers with the
appropriate qualifications for these jobs may prefer
to live in this section in order to be close to the
expanding employment opportunities.

The nature and location of industry growth, how-
ever, has probably had a greater effect on the differ-
ences in occupational distribution among the labor
forces of individual SMSA's than on the differences
in occupational distribution between the labor forces
of a particular city and its surrounding suburb.

Another factor that has affected the occupational
gap between the central cities and suburbs is patterns
of population growth and migration. From 1950 to
1970, there has been virtually no growth in the
number of workers residing in the central cities,
if annexatiotis are excluded. Extensive growth in
the number of workers residing in the suburban
rings has, in the meantime, pushed the number of
suburban workers past the number of city workers.
Many workers, when they attain a sufficient level of
education and skill to obtain a more remunerative
job, move to the suburbs. Continuance of this trend
is a serious obstacle to closing the gap between the
suburban labor force and that in the cities.

There has, however, been a great deal of worker
movement i:ato and from the city over the past two
decades. Occupational upgrading of the city labor
force has been hindered not only by outmigration
of highly skilled workers (largely whites) to the
more affluent suburbs, but also by a substantial
inmigration of unskilled, untrained Negroes (many
of them coming from rural areas). Because it Is
mainly the younger whites who have been moving to
the suburbs, white workers in the city tend to be
older than white workers in the suburbs. In con-
trast, Negro workers in the city are relatively young.
However, they often lack appropriate skills or edu-

A note concerning data

The labor force data discussed in this article
were collected and tabulated for the Bureau of
Labor Statistics by the Bureau of the Census as
part of the Current Population Survey (CPS) pro-
gram. The CPS is a national survey conducted
monthly in about 50,000 households. The data for
Standard Metropolitan Statistical Areas and their
central cities and suburban rings have larger sam.
piling errors than national data collected through
the CPS, even when averaged over 12 months. For
this and other reasons, the metropolitan area esti.
mates in this article -may differ somewhat from
1970 Census estimates that are scheduled to be
released in 1972. This should be taken into account
when making further use of the data.

Standard Metropolitan Statistical Areas as de-
fined by the Office of Management and Budget
consist of large cities and their adjacent suburban
counties. Central cities include the corporate limits
of the city or cities named in the SMSA title, while
the suburban rings include all SMSA territory out-
side the central city or cities.

The metropolitan areas used in-the report refer
to the 212 SMSA's as defined and ranked in 1960.
This means that for the purposes of this report the
geographic boundaries of the 212 SMSA's are
those which were in effect in 1960 even though,
subsequently, the boundaries of some of these
areas have been redefined to include additional
counties or exclude counties. Since 1960, the num-
ber of areas defined to be metropolitan in character
has been expanded to over 240. $MSA's added
since 1960 are not included in the data in this
report.

It should also be noted that the data in this
report have been tabulated according to the place
of residence of workers rather than their place of
work.
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Table . Ermploe perso In the 20 large SMSA ,
their central cltes, and thedr suburban rngs, by occupy.
tlnn, 1901 and 1970 2
(Prent itrlbeNee

Centrl tilues seleetj rinds

Cofte f

Total employee ...... 2.Ia 1I16I1."1
Pw=lt4 k .~,k~...... 104 .0 41. 1 100.4 ..'57

roeslunl lnd
tIchal .......... 1.6 16.5 11.3 14.4 15.4 11.0
=aem ecal$,

-'dwraplers .... 22.2 till - 3.2 0. 22.5
Clsialwum 233 22. 2. 28.4 17.5 3.

val 1e .... 13 6.7 7.6 5.7 .0 7.5

meewallo workers ....... 37.6 32.3 37.3 33.3 37.2 31.5
Crotmen and

O etves; .......... 25. 6 I 2 2 26.' 14.3

12nf1rm laO :r 3 4.0 4.4 4.6 3.6 3.5

Serves vokerk. 2. 22.7 23.4 23.3 1. 20.2
Private hoshold.... 2 .5 1. 2.5 2 2.3
Otlrwsavicsworke3. 9 21 0.2 20.1 2.0 7 2 3.3

Fm workers .......... .7 .4 .2 .1 1.2 .6

' JM0 Decennial Cens data. collected In April 1960. Persons 14 and 25 years old
are Included (unlike the 1970 data collected by the CPS). However, the number of
employed 14. and 15.yearolds Is small and should have only minor eoct on the distri.
bution of employment.

1970 annual averages collected by the Current Population Survey.
' Pacontaj distribution of 1960 Coensus data is the distributing of those persons

who reported on occnpation.

cation for the many available jobs that call for
managerial, professional, or technical personnel.

1960-70 changes In 20 SMSA's

Since 1960, the work force in our 20 largest
metropolitan areas has grown numerically. Its qual-
ity, measured by its occupational distribution, has
also increased. A decade ago, just half the employed
in these areas were working in white-collar occupa-
tions; today, 56 percent of employment in these
areas is white collar.

Within the white-collar sector, there has been a
marked increase in the proportion of professional
and managerial workers. The proportion of clerical
workers has also increased, while the proportion
of sales workers has decreased. This decline does
not stem from a lack of proportionate growth in
the number of sales jobs relative to other jobs. -
Instead, the decline can probably be attributed to
the greater use by retail establishments of part-time
sales personnel whose primary job is in another field.

While the percentage of white-collar workers
increased during this period, thcre was a com-
mensurate decline in the percentage of workers in

the blue-collar sector. The proportion of service
workers remained the same. (See table 3.)

Workers residing in the suburbs accounted for all
the employment growth shown by the 20 largest
SMSA's during the 1960's. Their number increased
by about two-fifths and was accompanied by a
general occupational upgrading of the labor force.
Today, workers residing in the suburbs have a much
higher representation in the major white-collar
occupations (except as sales personnel) than they
did in 1960. Today's suburban workers also have a
smaller representation in all blue-collar jobs (par-
ticularly as craftsmen and operatives) than they
had a decade ago. The proportion of private house-
hold workers and the proportion of farm workers
have also declined in the suburbs since 1960.

Over the ame period, the central city labor force
declined slightly in size and exhibited a somewhat
slower rate of occupational upgrading. The number
of employed persons residing in the central cities
of the 20 largest SMSA's declined by 400,000 (or
nearly 4 percent) between 1960 and 1970. Although
these workers have achieved a higher representation
in professional, technical, and managerial occupa-
tions, the disparity in skill level between city and
suburban residents is slightly greater today than a
decade ago.

Occupation and joblessness

For several years, the unemployment rates in the
central cities of metropolitan areas have been signifi-
cantly higher than the jobless rates in suburban
rings." In 1970, for example, the jobless rate in all
central cities combined was 5.6 percent, in all
suburban rings combined 4.7 percent. Several
hypotheses have been offered to explain the central
city v. suburban differences in joblessness-a mis-
match between skills and jobs, life style, and differen-
tial occupational status.

The mismatch hypothesis argues that the main
cause of the urban unemployment problem is not
a shortage of jobs, but a mismatch between the
skill requirements of the jobs available in the
central city and the actual skills of the resident labor
force.$ It argues that jobs in the central cities have
been growing very slowly and those jobs that have
been created are of a highly skilled, white-collar,
"professional" character, for which central city
residents do not have the training to compete success-
fully. It.further maintains that jobs in the puburbs
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have been growing extensively because of the reloca-tion of manufacturing, retail trade, and services out-
side the city, and that many of these suburban jobs
require the low skilled or semiskilled labor which
city residents could provide.

A test of the validity of this hypothesis requires
reliable data both on the skills of city workers and
on the location and quality of job growth. A recent
study undertaken with limited data concluded that
a so-called job-worker mismatch in the city is largely
imaginary.' It found that low skilled jobs had con-tinued to grow in the central cities, though not as
fast as in the suburbs. According to this study,
based on data for 1965-67, almost enough jobs
were being created in the cities studied to eliminate
all unemployment even if all the jobless were semi-
skilled or low skilled workers. In light of this fact,
the persistence of an unemployment gap between
the central city and the suburbs was attributed
largely to discriminatory employment practices.

The life style hypothesis is in direct opposition tothe mismatch hypothesis. It argues that there is anabundance of unfilled low skilled job vacancies in
or near city areas. It also holds, however, that most
of these job vacancies are for jobs with low wages
or bad working conditions. The availability of a
large number of unfilled low skilled jobs has allegedly
created excess labor demand and tends to make
workers very independent of their employers, thus
creating a high rate of voluntary termination. This
hypothesis also argues that many of the jobs that
are concentrated in the cities (warehouses, main-

tenance services, and so on) are compatible with
a high rate of worker turnover, which, in turn, is
considered a norm in city slum areas.

According to this rationale, high unemployment
in the inner city has been caused not only by the
low skill level of the workers who live there, but
mainly by their cultural norms and life style. As with
the mismatch hypothesis, adequate testing of thisargument cannot begin until data on the quality ofthe central city job growth become available.

Under the occupational hypothesis, the higher
jobless rates in the city compared with the suburbs
stem from the fact that the city has greater propor-
tions of workers in those occupations with tradi-tionally high unemployment rates (operative, non-
farm laborer, service, and so forth). Even when
comparisons are made by broad occupational cate-
gories, central city unemployment rates are higher
than suburban unemployment rates. (See table 4.)

The disparity between city and suburban un-
employment rates by occupation must be attributed
at least partly to the higher proportion of Negroes
in the city labor force. This can be seen if we look
at the central city and suburban occupational jobless
rates by race. The absolute differences between
city and suburban unemployment rates by race for
most occupations are smaller than the differences
for all races combined. Since Negroes generallyhave substantially higher unemployment rates than
whites for the same occupation, their concentration
in the city tends to increase the overall gap between
the city and suburban occupational jobless rates.

Table 4. Unemployment rates by occupation for all SMSA's, their Central cMtes, and their suburban rings, by occupy.tlon and color, 1970 annual averages
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This effect can most clearly be seen in the clerical,
operative, and service occupations where Negroes
are most concentrated.

A factor which may be influencing the disparity
between central city and suburban jobless rates for
the same occupation is that central city and sub-
urban workers of the same broad occupational
grouping may not have the same level of skills.
Within the same broad, occupational grouping the
city workers may be In lower skilled suboccupations,
with relatively higher unemployment rates, than sub-
urban workers. This effect cannot be quantified with
the limited occupational data available.

Notwithstanding that, for the same occupation,
urban residents have higher unemployment rates
than suburban residents, the occupational hypothesis
seems to be supported by the data in tables 2 and 4.
It would be spurious reasoning, nevertheless, to
conclude that the central city-suburban jobless dif-
fereitial is attributable entirely to differences in the
occupational levels of the respective labor forces.

Individual area highlights

Different political, social, and economic circum-
stances have contributed to the nature of the occupa-
tiooal distribution within each metropolitan area.
Among these are:

1. The racial composition of the area's labor
force. If the area (specifically the central city) houses
a large proportion of minority workers, the occupa-
tional distribution of the labor force will gravitate
toward the low skilled occupations.

2. The nature of the industries most important
to the area's economy. Workers living in or near an
area will generally be in occupations associated with
the industries that dominate its economy.

3. The rate of labor force growth. In a period
when the number oj workers living in a particular
area is expanding rapidly, the labor force tends to
be relatively skilled, because usually only workers
with high paying jobs can afford the housing and
other economic amenities common to areas of this
nature.

4. Delineation~of the areas in question. Bound-
aries between central city and suburbs are drawn
according to political criteria and not according
to economic differentiation. Some central cities may
be so defined as to contain large neighborhoods of
"suburban" character, while the suburban rings of
some SMSA's (especially the older ones on the

Eastern seaboard and in the Midwest) may contain
relatively large cities thai share most of the problems
of the urban cores.

The boundaries of the metropolitan areas listed
in table 5 correspond to 1960 definitions. Since
then, approximately half of these SMSA's have bee,
redefined either to include additional suburban coun-.
ties or to exclude counties. However, the effect on
most areas is probably very slight. Table 6 shows the
additions and deletions of territory since 1960 to
the areas affected and the proportion of the 1970
SMSA population attributed to the change- in
definition.

Areas where white collars predominate

As table 5 shows, in eight metropolitan areas
(New York, Los Angeles-Long Beach, San Fran-
cisco-Oakland, Washington, D.C., Minneapolis-St.
Paul, Boston, Cincinnati, and Dallas), relatively
large proportions of the work force-6ver 56 per-
cent-are employed in white-collar jobs. In virtually
all, no more than 30 percent of the workers are
employed in blue-collar occupations.

New YorL. Because of the local concentration of
corporate headquarters and other public and private
offices in New York, both central city and suburban
workers are primarily white collar. However, nearly
half the central city white-collar workers are in
clerical jobs, while two-thirds of the white-collar
suburbanites are in professional, managerial, and
sales occupations.

Since 1960, the number of workers living in New
York's suburbs has grown extensively, by about 30
percent, while the number living in the city has not
increased. However, work forces in both the central
city and the suburbs have been occupationally up-
graded during this period, at a fairly even rate, thus
maintaining the relative skill relationships between
residents of the two areas.

Les Angles-Long Beadh and San Frandco-
Oaklad. The relatively high proportion of profes-
sional, technical, and managerial workers in the
Los Angeles and San Francisco SMSA's is a reflec-
tion of the industrial mix in the two areas. Los
Angeles has many aerospace and research-related
industries, while San Francisco has a heavy concen-
tration of service-producing industries (transporta-
tion and public utilities, trade, finance, insurance,



1436

28 MONTHLY LABOR REVIEW, OCTOBER 1971

and real estate, and government) that require white-
collar workers. Both areas also have relatively large
educational institutions, which employ large numbers
of professional workers.

Los Angeles-Long Beach is an anomaly in that
workers living in the city hold proportionately more
highly skilled jobs than workers living in the
suburbs.' This can be attributed in part to the fact

that the suburban ring contains areas and cities 10
of an urban nature.

In both Californiq metropolitan areas, suburban
and central city workers have been occupationally
upgraded fairly evenly since 1960. In San Francisco-
Oakland, about the same proportion of city workers
are in professional and technical occupations (19
percent) as in the suburbs. However, proportions of

Table 8. Total employment by occupation for the 20 largest SMSA's, their central cities, and their suburban rings,
1970 annual averages
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Table 5. Contlnued-TotaLenploymer$ by occupation for the 20 largest 8MsMs, theIr central cities, and their
suburban rings, 1970 annual averages
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managers, salesmen, and craftsmen are larger in
the suburbs, as was the case in 1960.

Dostomi Munapolb-St. Paul, and Da~las. The high
proportion of white.collar workers in Boston,
Minneapolis-St. Paul, and Dallas is also attributable
largely to the relative importance of the service-
producing ndustries--especially trade and finance,
insurance, and real estate. The high proportion of
white-collar workers in these three areas (particularly
in Minneapolis-St. Paul) may be explained in part
by the great majority of workers residing in the
central city being white. However, central city-
suburban skill gaps of average magnitude are still
evident in Boston and Minneapolis-St. Paul.

In Dallas, the number of workers has increased
substantially in both the city and suburbs over the
decade. The central city and suburban ring of the

'percent not shown where privte household omploymotatosmatoe Is ls than 5.00.

metropolitan area have also experienced nearly
equal occupational upgrading during this period.

ClndnnatL The occupational distribution in the cen-
tral city and the suburbs of Cincinnati is atypical,
in that the proportion of workers in the professional
and technical field is one-third larger in the city
than in the suburban ring . However, larger pro-
portions of managers and craftsmen live in the
suburbs. In both the city and suburbs, workers have
been occupationally upgraded extensively since
1960, and the number of workers has also increased.

Washington, D.C. In the metropolitan area that In-
cludes the Nation's capital, seven-tenths of all
workers are white-collar, with one-fourth in pro-
fessional and technical occupations. This is, of
course, a reflection of the dominant position of the
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Federal Government in the area. The skill level of
workers living in the Washington, D.C., suburban
ring is the highest of all 20 suburbs: three-fifths of
the workers are either professionals, technicians,
managers, officials, or craftsmen.

Central city residents, though holding more skilled
jobs in comparison with workers in many central
cities, have a relatively small share of the higher
skilled jobs available in the metropolitan area. In
the District of Columbia itself (the central city),
seven-tenths of the resident workers are Negro.
Because of extensive, migration during the past
decade'," both in and out, the present city residents
show virtually no occupational upgrading over the
1960 residents.

Moderate proportions of both blue and white

Chicago, Philadelphia, St. Louis, Cleveland,
Buffalo, and Houston have relatively moderate pro-
portions of both blue-collar workers (around 35
percent) and white-collar workers (between 50 and
54 percent). No particular industry predominates
in these areas, although, with the exception of
Houston, manufacturing is relatively strong.

Chicago, Philadelphia, and Buffalo. In these three
areas, about 55 percent of the workers living in the

suburbs are employed in professional and technical,
managerial, sales, and craftsmen occupations. In
comparison, only about 37 percent of the workers
who live in the central cities are in these occupations.

In all three areas, the number of workers living
in the central city has not grown since 1960. In
Philadelphia and Chicago, occupational upgrading
of the work force has been slight; In Buffalo, more
substantial. In comparison, the suburban work force
in these areas has grown, both numerically and In
terms of the proportion of higher skilled jobs.

Cleveland. Here the difference In occupational array
between those living in the central city and In the
suburbs is wide. Three-tenths of suburban workers
are in professional and managerial occupations, but
only one-eighth of all city workers. The majority of
city workers (about two-thirds) are employed in
blue-collar and service jobs.

St. Louis. The central city-suburban occupational
gap is also wide in St. Louis. Suburban residents
hold a disproportionate number of the skilled jobs
available in the metropolitan area. The central city
labor force has decreased both numerically and In
terms of the proportion of skilled jobs since 1960.
Migration of workers helps to explain the slight
occupational downgrading of the inner city. A large

Table 6 Definitional changes In the 20 largest Standard Metropolitan Statistical Areas, 1960-70
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outmigration of white workers decreased the city
labor force by one-fifth. Consequently, the city
labor force became increasingly Negro, due both
to the shift of white workers and inmigration of
Negroes. Today, two-fifths of the city's workers
are black.

Howutoa, Today, one-half of Houston's metropolitan
work force is white collar. Workers living in the city
are in white-collar and service jobs. About one-
half of the workers in the suburban ring (as defined
in 1960 1,) are blue collar-the converse of the
situation in most metropolitan areas. One reason
for the high proportion of craftsmen and operatives
in the suburban ring may be that over the last
decade employment in contract construction and
the oil industry has grown extensively in the
Houston metropolitan area.

Newark and Patersoo-CMI@.-Passalc. In New
Jersey's two largest metropolitan areas--Newark
and Paterson-Clifton-Passaic--the occupational gap
between the city and suburban work forces is wide.
In both areas, employment is moderately heavy in
both durable and nondurable goods manufacturing.
The suburbs of both areas have fairly high propor-
tions of professional and managerial workers, while
the central cities are peopled mainly by blue-collar
workers, especially operatives.

In the Paterson area, workers residing in either
the city and suburbs have been occupationally up-
graded only slightly since a decade ago. Most of
the occupational change has been in movement of
workers among the lower skilled occupations.

Workers in the Newark and Paterson metropolitan
areas (especially in the city of Newark) are strongly
represented in operative occupations. Moreover,
about seven-tenths of the workers living In Newark
are employed in blue-collar and service occupations,
a slightly larger proportion than a decade ago.
The relatively low skill level of workers in Newark's
central city results in part from the inmigration of
untrained Negroes and Puerto Ricans.

Aram with strong blu-collar orietation

In Detroit, Pittsburgh, Baltimore, and Milwaukee,
one-half or les of the work force is employed in
white-collar occupations. Stated conversely, at least
half of the workers in these areas are in blue-collar
and service occupations. In all of these SMSA's

except Baltimore, employment is very heavy in the
durable goods industries.

Detrok and Pittsburgh. About two-fifths of all metro-
politan workers in Detroit and Pittsburgh are in
blue-collar jobs. The influence of the automobile
industry is strong in Detroit, with about 22 percent
of the labor force being operatives, Close to one-half
of the workers who live in Detroit's central city are
in blue-collar jobs (mostly as operatives), and
15 percent are in service occupations.

Over half the workers living in Pittsburgh's central
city and the same proportion in its surrounding
suburban ring are in blue-collar and service occupa-
tions. Service workers living in the city account for
one-fifth of total city employment. Pittsburgh has
a higher proportion of blue-collar workers in the
suburbs (40 percent) than in the city (33 percent).
The suburban blue-collar workers, however, are
more likely to be craftsmen and foremen and less
likely to be nonfarm laborers.

Baltimore. In the Baltimore metropolitan area, one-
half the labor force is in white-collar occupations.
In the central city, this proportion is 38 percent
and in the suburban ring 60 percent. About 30
percent of the suburban work force is in professional
and managerial occupations-twice as large a pro-
portion as that for the central city work force.

Since 1960, the labor force living inthe Baltimore
suburbs has grown extensively (passing the number
of city workers) and has become increasingly white
collar. On the other hand, the labor force living in
the city has not grown nor shown any significadt
upgrading. Today, half the workers who live in
Baltimore city are Negroes.

Milwaukee. In the Milwaukee SMSA, one-half of
the labor force is in white-collar occupations. Its
central city-suburban skill gap is not of the magni-
tude of Baltimore's, however. Because of the
importance of durable goods manufacturing in this
area, approximately one-third of the workers are
employed as craftsmen and operatives.

Conclusions

Reflecting their important and growing role in
the Nation's economy, metropolitan areas have
larger proportions of professional and technical,
managerial and official, and clerical workers Than
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other areas of the country. These areas (especially
the 20 largest) are the Nation's centers of industrial
and business activity, and their labor forces can
be expected to lead the path of occupational evolu-
tion in the future as they have in the past.

So long as workers tend to move from the central
city as their occupational level rises, the central
city labor force will remain below that of the
suburbs in terms of skill levels. This situation is
unlikely to change until there are substantial changes
in housing patterns and in socioeconomic conditions.

Earlier, it was concluded that in the 20 largest
SMSA's the gap in skills between central city
residents and those in the suburbs is only slightly
larger today than a decade ago, notwithstanding
significant upgrading in both SMSA components.
Howevr,-ha many individual SMSA's the gap has
substantially increased over the decade.

The same factors that have affected the occupa-
tional gap in the past will probably continue to
do so. Two interrelated factors-the racial com-
position of the city labor force and the rate of
city-to-suburb migration-may have the most effect
on the future occupational distribution of city
workers and the chance of closing the gap in skills
between them and their suburban counterparts.
At present, the proportion of Negro workers in the
central cities of the 20 largest metropolitan areas
is about one-fourth. If the central city-suburban"
skill gap is to be narrowed, greater effort must be
made to make city living attractive to skilled
workers, to equip relatively unskilled city residents
with sufficient skills to enable them to compete for
good jobs, and to remove discriminatory hiring and
housing practices. 0

FOOTNOTES-

'Data in this article on metropolitan areas refer to the
212 Standard Metropolitan Statistical Areas as defined in
1960. It should be noted thnt the data in this report repre-
sent the place of residence of workers rather than their
place of work.

1 Until recently, data on the occupational distribution of
metropolitan workers have been available only from the
decennial census and to a limited extent from the Urban
Employment Survey (UES), which obtained some industry
and occupational data on residents living in Concentrated
Employment Program (CEP) areas of six major U.S.
cities between July 1968-June 1969. See BLS Report 370,
October 1969.

'These are the 20 largest SMSA's as defined and ranked
in 1960. Data from the 1970 decennial census show that
during the 1960's three SMSA's moved out of the top 20
(Cincinnati, Paterson-Clifton-Passaic, and Buffalo) and
were replaced by Anaheim-Santa Ana-Garden Grove,
Seattle-Everett, and Atlanta.

'See Dorothy K. Newman. "Decentralization of Jobs,"
Monthly Labor Review, May 1968, table 1, p. 8.

' See Paul 0. FlaIm, "Jobless Trends in 20 Large Metro-
politan Areas," Monthly Labor Review, May 1968,
pp. 16-28.

'Newman, op. cit.

' Study by Charlotte Fremon, "The Occupational Patterns
in Urban Employment Change, 1965-67" (working paper)

The Urban Institute, Washington, D.C., January 1970.
'See Peter B. Doeringer, "Labor Market Report from the

Boston Ghetto," Monthly Labor Review, March 1969,
pp. 55-56.

1 Data from the 1960 Census show that this relationship
was also true a decade ago.

"'The suburban ring of the Los Angeles-Long Beach
SMSA as defined in 1960 contained cities in Orange County,
such as Anaheim, Fullerton, Garden Grove, Santa Ana,
and so forth, with some urban characteristics. In 1963,
Orange County was deleted from the Los Angeles SMSA
and made a separate SMSA (Anaeim-Santa Ana-Garden
Grove). Since the data in this article are based on 1960
definitions, these urban areas are included in the Los
Angeles-Long Beach suburban boundaries.

i One reason for this may be the fact that the four
counties added to the Cincinnati SMSA since 1960 are not
included in the data in this article. These counties in 1970
housed one-fourth of the Cincinnati suburban population
(table 6). Because of the absence of these counties from
the suburban figures, the suburban proportion of profes-
sional and technical workers Is no doubt understated.

" The Houston suburban ring as defined in 1960 did not
contaihi four counties subsequently added to the SMSA.
These counties in 1970 contained three-tenths of the Hous-
ton suburban population (table 6). The absence of these
counties from the suburban figures shown here has no
doubt affected the occupational distribution of the Houston
suburban work force.

* . . OOvXZuXme PaunmI orincl 1 t71 464-79A1M
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(Recess.)
The CHAIIMAN. The committee will resume its session.
The next witness will be Mr. Lee Knack, and Senator Len Jordan

is recognized at this point.
Senator Jordan?
Senator JORDAN. Thank you very much, Mr. Chairman.
Lee Knack comes here at the invitation of the committee at my

suggestion. I have known Lee Knack for a number of years. He is
lalior relations manager for Morrison-Knudsen, an international con-
tracting firm domiciled in -my hometown of Boise.

As a public service, about 3 years ago, he chaired a local committee
to try to match unemployed people with available jobs in the com-
munity, and their efforts were so highly successful that I suggested
to Lee Knack that he and his cohorts make some suggestions about
how the program they were working so successfully might be im-
plemented on a broader base to cover people on the welfare rolls, and
so on, so he is here today to testify.

STATEMENT OF LEE E. KNACK, DIRECTOR OF LABOl RELATIONS,
MORRISON-KNUDSEN CO. OF BOISE, IDAHO

Mr. KNACK. Thank you, Mr. Chairman and Senator Jordan.
I want to thank the committee for the opportunity to appear be-

fore you. The Senator has ably explained my involvement and the
fact that I am wearing two hats.

There are those who say I have two heads so I suppose it is ap-
propriate---but so that there could be no question as to the intention
of this testimony, I want to make it clear that I believe that H.R. 1 is
grossly deficient in failing to provide for more involvement of the
private sector in its objectives and aims.

As this committee pointed out in its report of July 23, 1971, there is
no incentive provided in H.R. 1 for the private sector to become in-
volved and to hire and train those individuals who are welfare re-
cipients.

Mr. Chairman, in an address you made on August 6, 1971, you
stated:

There are a multitude of ways in which we can help provide employment
opportunities and make jobs pay more than they pay at present.

And in that same address you went on to say:
It is much cheaper to subsidize a Job in private industry than to pay the

person to do nothing.

As I have looked at H.R. 1, and particularly section 2114, I see that
the involvement in employment is given certain priorities, and I have
no objection to the priorities because the priorities are involved in the
first instance with mothers and pregnant women who are 19 years of
age, and I know that that goes to make up a large statistical problem
at the present time. But I think that on the basis of our experience,
and we have worked to a very large extent with some of these people
in the program of Scope, we discovered that their training back-
ground and their work experience, was practically nil and their edu-
cation was quite incomplete, and so in the process we discovered that
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by creating an area of communication, meaningful communication,
between the educational community and the private business com-
inunity, we indeed began to really and realistically attack this problem.

I might report that we have been successful in instances of returning
some of these people, these young women, back to school. In some
instances we have put them "in very meaningful employment that is
very important to them.

I have personally put three of these people through my own office
in the last year.

I think,'at this point you might be interested in hearing about one
of them, a young girl who was sent to us by a State agency because
she. was a tough problem-16 years old, her only objective in life at
the moment was to meet her boyfriend as he was released from prison
where he had been sentenced on'a drug charge, considerably older than
she was. She had dropped out of school.

We worked with her, and this spring-she was an intelligent, capa-
ble girl-she completed her high school education and simultaneously
coml)leted her course in a, beauty college where we had gotten her free
tuition and she is now not only "a high school graduate, but she is also
employed and well on her way toward entrepreneurship, incidentally,
because she is that kind of a person.

We have worked primarily with young people, as I have said, with
mothers below the age of 19 years, and we have learned much.

But in openly examining our own attitudes within the group that
we began to work with, we discovered that we had some attitudinal
defects, and we have discovered that some of these same attitudinal
defects existed in the bureaucracies that were dealing with this prob-
lem as well as in education and in the private community. The most
obvious one is the faceless "they" that everyone talked about, always
referring to the underachieved.""They" wold not be working, "they
would not be motivated, "thev" have been on welfare all their lives.
Well, gentlemen, because of our discussions and because of many in-

depth changes. we turned around from a "they can't" and developed
a "can do" attitude among ourselves first, and then we began to have
a turn-around in what we were able to accomplish.

Now, I found, and my company found, that as a result of these activ-
ities I was able to implement and translate into our company activities
these concepts. We carried on training activities last year in Puerto
Rico, Hawaii, Michigan, Idaho, Montana, Nevada, among the Indians
in North Dakota, and among the Indians in Arizona. In those areas we
worked with over,500 people in direct on-the-job training, all of whom
were categorized as being disadvantaged according to Government
standards.

Now, on the basis of some of the successes we were achieving and,
as Senator Jordon mentioned, prompted by interested legislators here,
we went back and put together a proposed experimental and develop-
mental project which we call SUCCEED, standing for social under-
achievement cooperatively corrected by education, employment, and
desire.

We put that toaether over a year ago and we have attempted to get,
it implemented. We have suggested we would like to take a hundred
individuals and to first of all bring them into a beginning process of
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experience in the field of work, and then to expose them to four differ-
ent skill areas.

This is an idea that I borrowed as a result of some conferences I
attended at Geneva on Youth Developiment Schemes ini emerging coun-
tries. It. was there that I discovered that our foreign counterparts in
the. world of the Common Market, for example, and in emerging coun-
tries, are aiming the people toward the development of not one skill
attainment but four, and so I felt that this was something we ought to
do some experimenting with. So we proposedd and suggested that we
expose the individual to not one skill level of experience but four, and
in that process give them the opportunity to be able to make a wiser
choice on their part, and then to come into a contractual relationship,
if you will, between the individual, the educational community, and
private employment to tlh point where these individuals could be
directed toward meaningful and long-term employment and self-
sustenance.

I find that the direction of II.R. 1 as it is presently structured has
the tendency to direct the people that we are talking about toward
public serve and away from the private sector.

I know there are those who will take exception to the premise that
we in the private sector (1o a better job of training and preparing people
for long-range employment. But I submit to you gentlemen we are
faced with the necessity of doing a better job because our existence is
based upon success, achievement and profit., and without it we go
under.

So, therefore, the elements of necessity are there.
I think that there has been, improperly, a finger pointed at the pri-

vate sector and saying in many instances that the private sector's mo-
tives for achievement in the field of working with the underachieved
in too selfishly motivated. I take exception to that because I have
found it otherwise in our work, and I W ould like to point specifically to
a situation in Ludington, Mich. This past year we trained 147 people in
Lake and Mason Counties-I have letters here in my file from the
agencies in those two counties that said for the first time in many, many
years we had depleted all able-bodied people from their welfare rolls
with the exception of three.

Those people were extremely competent, productive, capable people-
with the right kind -f training, and I might cite one statistic to you.

We happen to operate on a union basis and of those people, supplied
to us by the unions, we discharged 13.2 percent because they were not
able to accomplish or were not competent workmen, and out of those
people we took from the welfare rolls and trained, we discharged 13
percent, so we actually found that the competency and the qualifica-
tions of the people available within the ranks of the underachieved
were equal to or superior to the other available sources of the other
areas.

I would like to say this to the committee: that I think it is now the
time that if we are going to look forward to moving people into more
meaningful activity in our economic mainstream, a lot of our archaic
and standardized concepts need to be revised or completely scuttled.

One of the things we would like to do in our program of SUCCEED
is to experiment. We believe that women could just as ably be trained
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to be automotive mechanics as men. We believe that in many areas
where our critical problem is, a large number of young women today
are going to continue to be where they are, unless we start discarding
some of our old-fashioned concepts that employment is relegated to
certain sexes and certain concepts.

I hasten to add that I hope nobody believes that I am here in be-
half of women's lib, but I'am here in the belief that I think this can be
done, and I urge the consideration of the very thing that was discussed
in relation to the previous witness-that experimental kinds of things
be encouraged and be developed.

I would like to conclude, if I may, by citing the objectives of our
newly formed Luman Resources Development Group of the Greater
Boise Chamber of Commerce, which I think says very well what I
came here to say:

The Human Resources Development Group will have as Its objective the im-
provement of the understanding of the need to develop and utilize all human
resources toward the betterment of the entire community. To this end, the group
will function as a coordinating task force in relation to affirmative participation
in manpower development and utililization, including on-the-job training, equal
employment opportunity, elimination of individual underachievement, under-
employment, unemployment, overemployment, and other matters affecting human
resources development.

I would like to close by saying that in our activity we have had over
350 private employers who have participated in our program of work-
mg with over 1,100 young people in the past year, and we have those
same employers, plus more, wlo are prepared to participate in the
experimental program which we have attached to this testimony.

Thank you.
The CIAIRMAN. Senator Hansen?
Senator HANSEN. I do not have any questions, Mr. Chairman.
I certainly want to thank Mr. Knack for appearing here today

and to thank our colleague, Senator Jordan, for inviting him.
The one thing that does strike me is your experience, the experience

of Morrison-Knudsen, for whom I have a high regard, in recognizing
that there are a lot of myths about welfare and about 1)eople on wel-
fare. I think you are calling attention to the fact that your experience
in picking potential employees from welfare rolls and finding that
only 13 percent, were unable successfully to complete the transition
from welfare into private employment as contrasted with 13.2 percent,
of those recruited from union rolls. This fact speaks most dramatically
and ought to banish the myth that those on welfare are nonproducers,
that they have no motivation. Welfare enrollees have a lot of things
a lot of characteristics which we attribute to them simply are not
true.

Thank you very much.
Mr. K.NACK. Thank you, Senator.
The CHAIIRMAN. Any further questions, gentlemen?
I am going to start with Senator Fannin.
Senator FANNIN. Mr. Chairman.
I am sorry, Mr. Knack, I was not here to hear your testimony. I

will read it with a great deal of interest. I have heard about your
program and commend you for what you are doing and I am sorry
I was not here when you began.
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Senator JoiR)AN. Thank you, Mr. Chairman. I have a number of
questions that I would like to submit to Mr. Knack to answer for
the record.*

I would like to pursue one matter a little further, Lee.
When your company took these people who were recommended to

you by the welfare groups, and trained them and put them on your
1)ayroll,at what rate did they go on your payroll?

Mr. KNACK. They went on at the l)revailing rate that was paid to
everybody else.

Senator JORDANx. For the class of work for which they were qualified?
Mr. KNACK. Yes.
Senator JoiwD:\N. There was no effort to exploit them, as we have

often heard that people in the private sector will exploit people when
they get off welfare?

Mr. K,\ACK. No; there was not.
Senator Jom)ANX. 1W lit is the status of the proposal that I asked you

to put together in the hope that we could interest someone over at
HE1W in the idea of a pilot plan to (o on a broader scale what you
have been able to achieve both locally and throughout your efforts in
your own company. Your SUCCEED proposal is what I am talking
about.

What is the status of that?
Mr. KNACK. We were shuttled from HEW to the Department of

Labor on the basis that what we were dealing with was not, in fact,
a full educational program and was, in fact, only partially educa-
tional. So we went to the Department of Labor andthey found there,
according to the people we, talked with there, a great deal in the
program that was meritorious and they felt it deserved consideration,
but they in turn said, "Your State agencies have not either endorsed
it or denied it and, therefore, we cannot give you any experimental
support in this sort, of thing because some of the State bureaucratic
agencies have not yet approved it."

That was in spite of the fact that )r. Marks, who is head of the
department of public assistance, when I discusesd it with him in quite
a bit of detail, felt it was so valuable that he was prepared to cooperate
by using present public assistance. funds, particularly in the area of
support services for day care facilities and transportation, to see this
kind of thing implemented, and he said, "I think this approach is so
far superior to the WIN approach, for example, that it needs to be
su pported and endorsed and fostered."

Senator JORDAN. But they still sent you back to get clearance from
the bureaucrats who had made, conl)arative failures of the WIN pro-
grain and the other programs they had tried to implement in this area.

You still were. told to go back and get clearance from these people
before they would consider your application for a pilot project?

Mr. KNACK. Yes, sir; that is true, and that was true as recently as
of yesterday, Senator.

At the local level we ran into a situation in which they said, "You
are making duplicative effort," and I have only one comment to make
to that, Senator. If you put a piece of carbon paper or blank paper in

*See p. 1464.
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a duplicating machine and it comes out blank, you cannot say if you
put that same paper in and it comes out with something on it that you
are duplicating efforts. So I suggest that the question of whether there
is duplication of effort or not" has to be looked at in light of the
results and not because of the fact that the piece of paper has been
run through a machine.

Senator JORDAN. I commend you for your persistence and for your
efforUs and for your willingness to come back here on your own time
and money to testify on this important matter. I hope we can persuade
the people downtown to give a little support to your proposal for a
pilot program along the lines that you have so abiy demonstrated can
suww.pd.

Mr. KNACK. I might, if I may make a comment here, Senator, tell
of some of the things we are discovering and explain one of the reasons
why we want to put these people through a very close assimilative-
type program before we put them out in the area of actual on-the-job
training. I was discussing a very severe shortage that seems to exist
throughout the country and that is in the area of working in packag-
ing plants. It is a very good paying job, but it is a very husky job. I
found that some l)rograms where the young people particularly have
been sent in, their orientation has consisted of putting the individual
next to a person who has worked for years, who knows how to handle
and break down a quarter of beef with no problem at all, and who
knows maybe how to handle 75 quarters of beef in the forenoon, and
60 hogs.

This is a great deal of physical effort and it takes a lot of technique
over a considerable period of time to learn eow to swing and handle
those carcasses. Yet the individual without that orientation is put in
that position and after or 6 hours hie says, "I can't take it physically."
Then he drops out of the program and says, "I am a failure

It is not he who is a failure, but it is the approach of the program
that isia failure.

I suggest to the Senator fr om Nebraska that certainly Nebraska
-could not be No. 1 in football if it pulled people off the streets -and
put them in as quarterback and guards and tackles. Being No. 1, they
have to be ready-in good physical condition-before, you send them
in to the game to play. If not, you can't say they are a failure if they
do not win.

Senator JORDAN. I have some questions I would like to have an-
swered and I shall submitthem in writing to Mr. Knack.

The CI.AIRMAN. Any further questions.
Senator MILL.ER. Mr. Knack, I appreciated your testimony very

much.
First, I would like to ask you, I believe you cited 350 employers in

the Boise human resources program putting some 1,200 people to
work in the last year. Was that what you said?

Mr. KNACK. We worked with 1.200 young people. We did not get all
of them to work, but we did refer those people at. different times for
employment, and we did succeed in putting about 350 of them to work
on a full-time basis out of the 1,200.

But I might say in that regard, Senator, even the ones who had just
the experience of going down and making an application as inde-
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pendent jobseekers appreciated the opportunity of seeking employ-
ment in that manner. But we did put in eniployinent better than 0350.

Senator MII.riFa. Was the WIN program involved to any extent
with this particular group of people?

Mr. KNACK. No, sir, only to the extent that I have had in my own
experience, directly within my operations, WIN referrals.

I might say to you, if I can, we had a young girl who was sent to us
by one of the State agencies because she just lacked the qualifications
for being acceptal)le for AFI)C and, therefore, was not eligible for
WIN.

First of all, she had $400 in the bank. Second, she owned a 1969 auto-
mobile. Third, she was a. mother of a child with no father.

She came to us on her own because she had been to the agency and
they had suggested, first of all, that. she go spend the money she had in
the bank; that she sell the automobile that she had because it repre-
sented too much equity for her to qualify; that she could go and buy
an older automobile and they would even give her support money to
get it repaired. Then she would be eligible for WIN.

Now she chose not to go that route, but came down and asked for
assistance from us. The lady who was in the agency was a little bit dis-
turbed over it herself and she recommended she come down and talk
to us and we did find her employment without the necessity of spending
her money in the bank or selling her automobile.

Senator MILLER. Thank you.
Now, one further question.
I am not quite clear on this relationship of the 12.5 percent of the

union-referred people to the 12 percent of the welfare-type people or
underachieved people. What was that 12 and 12.5 percent?

Mr. KNACK. It was actually 13.2 and 13 percent.
Senator MILLER. All right.
Mr. KNACK. It was almost an equal number of people involved so

the number of situation is not out of line at all.
We had about 400 people in training on this particular project, 147

of those were furnished us by agencies as being underachieved or
being disadvantaged.

The balance of the 400 we obtained through union referral to us-'
skilled craftsmen and experienced craftsmen. Our rate of termination
or discharges among the welfare recipients or the disadvantaged or
underachieved was 13 percent. Our rate of discharges among those who
came to us as qualified and experienced was 13.2 percent.

Senator MILILEn. What were the reasons for the discharges though?
Mr. KNACK. In most instances lack of qualification: the lack, in

some instances, of the ability to work in some of the skilled areas that
were involved. In some instances there were, as you might find, the
normal type of insubordination-attitudinal problems.

Senator MILLER. Were these union-referred people? I believe you
said they were skilled?

Mr. KNCK. They were experienced and had been involved in the
construction industry, whereas the other people had not.

Senator MILLER. All right.
Now, those who were the underachieved group?
Mr. KNACK. Yes, sir.



1448

Senator MILLER. They were all put through a training program, is
that correct?

Mr. KNACK. Yes.I think the basic difference was that we did more
counseling with them. We went to their homes, and we found for ex-
ample that there was a tendency at the beginning to not quite compre-
hend the significance of going to work at 8 a.m. and what the rela.
tionship was of a dirt-nioving operation if one person \vas absent. So
we did more counseling with those than we did with the others who
had experience.

Senator Mum,.n. Would the training program have been compara-
ble with that group to the training that the union-referred people
would have gone through?

Mr. KNACK. Well, actually, the people that the union sent us should
have had more exposure and more training by assimilation and by the
mere process of osmosis than what these people had.

Senator MILLER. Well, I assume, if they were members of a craft
union, that before they obtained full union membership they would
have had to go through a certain degree of training; and, for some-
body from the underachieved group to be able to obtain and handle a
job -for which one of the union-referred group would have been eli-
gible, he would have required comparable training. So, it would seem
to me that your point is that, assuming reasonably equal degree of
training, the underachieved ones that have the training could perform
comparably with the people who perhaps never were underachieved,
but started out under an apprentice program in the union.

Is that the thrust of your remarks?
Mr. KNACK. Yes, Senator, and I might say we have found this to

be true in any regard.
For examl'le, in Mr. Fannin's home State at the present time we are

carrying on quite a program with the Navajo Indians. We are using
the new method of installing the railroad system which is the endless
rail system or welded rail no-joint system. We are training a number
of Navajo Indians down there.

Recently we took our slide presentation and the progression activity
of how to do this work, we made slide pictures of it, we then trans-
lated the script into a sound track in the Navajo language. Now that
is the first time that any training has ever been done in a manner that
has brought the Navajo language and the training material together,
and the reaction is excellent.

I have had some people say, "Well, those who can understand the
Navajo language would react just as well as if it were in English," and
I deny that is true. There is a manner of dealing with the people with
whom you are dealing and there is a response, and if they find out
you are willing to give enough attention to what your program is in
relating to what their cultural situation is and their circumstances
are, then their response to your program is considerably different than
if it just is ground out of the mill. r5

Senator MILLER. One final question.
Of this group of 1,200 young people with whom you worked, you

said 352 were placed in full-time employment. Were any of those
from AFDC families?

Mr. KNACK. Yes, sir, they were.
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As a matter of fact, one of the difficulties we ran into, we did so well
with some of the young people that their mothers and fathers came in
and wanted To know if we could help them.

Senator IILLER. What was the record, if you know it, of placement
of people like this in the employment field of your human resources
group in the Boise Chamber versus the record of the people running
the WIN program out there?,

Mr. KNACK. I can only respond to you that I have not made an in-
depth evaluation of tme success or faiu'e of the WIN program at the
local level. The reaction I get from many of the people who are in the
agencies that are related to it is a very negative reaction so I would
say that the WIN program apparently has not produced any great
results.

I have looked at figures which show that in Idaho in 1970, 750
girls were placed in the 'WI N program. Two wound up in employ-
nment.

Senator MmLiEn. Two wound up what?
M-fr. KNAK. Two wound up in emlnloyment. Sev-en hundred fifty

in the program , two became employed.
Senator Mimir, xi. 'Well, then, the way you are going to leave the

committee, as far as I am concerned, is with tihe impressions that as
far as Boise, Idaho, is concerned that a taxpayer-supported and prob-
ably a fairly expensive WIN program has been relatively unproduc-
tiv as (comi)ared to the efforts of a nontaxl)ayei'-sil)l)orted voluntary
private human resources group in Boise, Ilaho. Would that be a fair
reaction for a member of this committee?

Mr. KNACK. I always quit when I am ahead, Senator, and I would
not want to say one word that would disillusion you from your im-
pression.

Senator MiLLR. Thank you.
Senator CURTIS. Our time is running on, but I do want to take

time to thank you for your appearance here.
I would like to ask yo'u this: I)o you have any suggestions for the

Congress that could remedy this situation?
So mimanyl times private citizens will have a suggestion on how a

Government activity can be improved. They go to various officials in
the Government, and it is hard to find someone who is willing to
listen who has authority to act. As a result the private citizen who
tries to assist, his Government in some of these things is sent from one
place to the other. If he were not discouraged when lie started out,
lie will be in the end.

What can we do about it?
Mr. Kx,\c," 11ell, Senator, I do not think there is any magic. I

think it is go:.ig to take good concentrated hard work. I think we
need to develop the kind of situation in which the attitude of those
good citizens in the community are going on from "they cannot" to
"they can."

One of the things I think contributes to the "can't do" attitude is
some of the redtape, some of the bureaucratic mish-mash which in
reality so completely separates the private sector and the public sector
and, ff I may, I would just like to point to the structural creation of
the Committee for All Manpower Coordinating Activities.
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The Government suggested that this program be implemented, and
yet that comnlittee-at State levels to consider human resource devel-
opment is composed, and has been composed exclusively of State
agencies. The public sector has not been represented in those com-
mittees. And then the committees are now so structured that an in.
dividual can sit there and, in effect, veto a course of action.

Now, I do not want to leave the impression that there is a total
absence of cooperation. I have to point to successes which have
occurred throughout the United States that we have been involved in
Michigan, Arizona, and North Dakota, as cooperative efforts.

But, Senator, let me tell you one that happened in Montana. We
were prepared to train 40. people, and the Employment Security
Agency refused to send us the 40 people and certify them as dis-
advantaged people to train because the union said, "If you do there
will be trouble on that job."

I filed a protest in a telegram to the then Under Secretary of Labor,
Arthur Fletcher. I did not even receive a reply to my telegram be-
cause his people were involved in that particular veto situation.

Now, again, I do not want to leave this room with the impression
that labor is not cooperative; but labor, like everything else, has
pockets of cooperation, and where labor, the public agencies, and the
private sector will sit down and go to work on this job, a lot more can
be accomplished than anybody thinks can be accomplished up until this
time.

So in answer to your question, Senator, I think we have to ask first
of all-going with Mr. Ribicoff's question to the previous witness-
what can we do to develop some experimental, some research type of
concepts. There is nothing that attracts, in my viewpoint, the reaction
of a community than to be involvedI in an experimental program that
has meaning to it-in which their participation is making a contribu-
tion to an overall problem maybe even beyond the boundaries of that
community.

I urge that strong consideration be directed to the development of
ideas, to the development of programs, to ingenuity, to innovativeness,
and to creativeness.

Senator Cuwris. Do you believe that real help to the disadvantaged
and the unemployed and the person who is on welfare, in the way of
getting them on "the road to a good job, will come largely from in-
dividual consideration and effort with each individual involved?

Mr. KNACK. I think we are going to have to deal with those People
as individual associates or as strangers in a group. If we deal with
them on an individual basis, then we are going to accomplish an awful
lot more than if we choose to deal with them as strangers in a group,
and I am afraid that is the problem-we are dealing with them as
strangers in a group. I

Senator CURTIS. While it is true they are short of funds, but basi-
ctilly their Problem involves many other things, does it not? As you
say, conditioning them for the work?

Mr. KNACK. Yes.
Senator CuRTis. And attitudes, building up their confidence, letting

them know what is available, and a little practical advice on how
they might operate to their advantage. Is that not true?
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Mr. KNACK. Yes' I think this is a very important point, Senator,
that the individual in most, instances is really not involved in his own
decisionmaking opportunity. Ile is put into a program that. is stereo-
typed and there it is. He really does not know or she does not really
know what she is able to do. There are a lot of people who are doing
things now that they are not sure they want to do and they are not
in the poverty program so they areno different.

But to get to the point, I think if we can develop programs whereby
these people can have the opportuinity to shop, if you will, with as-
sistance fnd to be able to buy and to make the decision of buying job
opportunities rather than to have it trust upon them, then I think'we
can make some iml)rovement in this picture.

Senator CtrwTis. You may not want to comment on this hut I really
feel those who are urging a total Federal-managed %(\l fare program,
with one criterion, and that is, if you do not have nouglh money.
And it just seems to me that there will be countless millions of people
with a great potential who will be deserted because they will be
thrown into a, system of just one criterion and no one there to view
their problems and to help them iron out. their personal and family
situation.

I lave mentioned before in this committee that our rehabilitation
service probably is better qualified to assist. the people on welfare
than any grouj in the Federal Government, but they do not have
very much of a role. There was an experiment on this.

Woods County, Wis., had a, 5-year program, and the rehabilitation
service was able to more than pay for its cost )y assisting many
welfare recipients into productive roles.

You have made a good contribution.
The CiAi:tAN. Senator Ribicoff?
Senator RIBICOFF. Mr. Knack, your testimony was most impressive.
A few things I am not clear on. Your programs were completely

financed from private resources or were there Government contribu-
tions?

Mr. KNACK. There was an original grant-in the original SCOPE
program there was a Govrnment grant.

Senator R.IBICOFF. How much was that in proportion to the overall
costs?

Mr. KNACK. The Government grant was $144,000. I do not know
the total contribution, Senator, I)ut in the effort of my own company,
I would say that direct and indirect output by my company would
have been about $75,000 of that program.

Senator RImCOIFF. You say originally, as you continued along with
one group after another, were the Government contributions still avail-
able or did that disappear?

Mr. KNACK. We have no Government contribution right now, and
we are struggling.Senator RBIcoFF. In other words, you have no Government con-
tribution and you are financing this out of comply funds.

Mr. KNACK. Well, we are doing it by a, lot of ingenuity and effort,
and we have staff people who, incidentally, Senator, have worked the
last 2 months with no salary.
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Senator RimcoFF. This is on a volunteer basis that they are giving
of their extra time?

Mr. KNACK. Not extra time, they are full time.
Senator RmicorF. Full time?
Mi'. KNACK. Yes, sir.
Senator RIBICOFF. But they are being paid by your comp ay?
Mr. KNACK. Nor-sir; right at the moment at the foundation, we

are goiig-6ut-iitd working other areas to achieve what income we
can,.

Senator Rmicoi... Who are these people? Are they retired; how do
they give their full time if no one is paying them?

Mr. KNACK. It is very difficult, but they are working and, as I say,
we have. struggled along, we have gone out and done some private
work. We are, presently doing some work for some of the firms iii
town aifld at tie moment we owe them solle salaries and we are trying
to recollp that right now throu h private effort.

Senator RiInI( )FF. I see.
When you put. these trainees to work and they do not have experi-

ence, you stait them immediately at the prevailing wage before they
go into the prevailing market?

I3'. KNAC(K. No; in almost every instance we have started them at
a prevailing wage.

Senator RIBICOFF. For beginners on that job?
Mr. KN,,CK. No; the actual prevailing wage for the qualified in-

dividual.
Senator RIBICOFF. For the qualified individual? Did you run into

any antagonism from your other employees who were experienced
andl who feel they were probably not getting enough in comparison?

Mr. KNACK. No; we didn't.
Senator RiBIcoiF. You ran into no problem?
Mr. KNACK. Weli(l not, Senator.
Senator R1iB(ofv0. Let me ask you, What is the population of Boise?
Mi. KNACiK. The city itself now is about 80,000. The area we are

working with would be about in the neighborhood of 150,000.
Senator RIBICOFF. What is the employment rate of that 150,000

population area?
Mr. KNACK. When you say employment-
Senator RIBICOFF. Unemployment rate.
Mr. KNACK. Wliat is the unemployment rate?
Senator RimcoFF. Yes.
Mr. KNACK. I don't know what it is at the present-moment. It is

somewhat higher right now than it has been.
Senator RIBICOFF. I wonder if Senator Jordan has any idea? I won-

(er if Senator Jordan could help me? Do you know what the unem-
ployment rate is in that section of Idaho around Boise?

Senator JOR)AN. It is around 5 percent, I think, or in that area.
Senator RIBICOFF. In other words, the unemployment rate is high

there as it is around the rest of the country?
Mr. KNACK. Yes; it is.
Senator RIBICOFF. Do you find it difficult where the unemployment

rate is high to take people from welfare and train them when you
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have a lot of other people out of work who could probably take em-
ployees with so much easier training?

Mfr. KNACK. No; not really. I think again it begins to be a matter,
Senator, of when is the wisest time to train, and we are convinced,
with our emplo yer participants, the wisest time to train is when you
have the opportinity to train. I think too often some of the trailing
thilgl fall by the wayside because the effort is attempted at a time
wmein there is a. crash or a crisis. So the end result is that the employer
says. "While I have this problem I will solve the problem by working
overtime." and he takes his work force when he is least. able to train
anl he works its overtime.

When he is best able. to train he has the tendency to say, "Well, I am
leaving off or I am not building my force," but we have actually gone
to some of the eml)l6yers, one in particular-I just got a report last
night--where by some persuasion and some discussion with him in
j)ointinlg this out to him this employer has taken on and is training
presently eight people.

Senator R IBI(cOFF. All right, now. you would say the prevailing wage
on the jol) you were training would-be how much an hour?

Mr. KN.,\tK. It started, Senator
Senator RmBrCoF'. Just, give me an idea.
Mr. KxACK. In our program in Boise, itself-
S('lator RIBICOFF. Yes.
Mr. KNA'cK (continuing). It would vary from $2 an hour up to $4

all hour.
Senator RHcoiFF. All right. Now, the people, when they started

they were not )roducing $2 or $4 an hour worth of work?
Mr. KNACK. No, they were not.
Senator RmICOFF. Now. let's say that you had very bad experience

when you tried to cooperate with any governmental program and as
far as you are concerned you would love to be able to do this and wash
your hands of all governmental agencies?

IfMr. KN-ACK. No: I don't mean to say that.
Senator RIBICOFF. I mean. you don't have to apologize if you feel

that. way about it.
Ir. Kx.%cK. No, I am not apologizing because I think there are suc-

cessful programs, for example., I think the Jobs 70 program has been
a successful program.

Senator RIBICOFF. I mean, the program you are talking about to
train people. when you tried to do this through the governmental
agency you found it. very frustrating and very disappointing?

Mr. KxMACK. In the main, yes.
Senator RInTCoFrF. And yet this is a burden on your company to train

these people. What thought would you have as to how this could be
arranged with men like yourself, companies like yours, could be en-
couraged to train people and yet not carry too big of a burden of that
cost of training?
How do you think you should be compensated for this training?
Mr. KNACK. I think that could be worked out. I think, Senator, if

we are going to look at the possibility of employment in the public
sector then we should not overlook the possibility of subsidizing em-
ployment in the private sector.
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Senator RIBICOFF. All right. How could that come about? How
would you assure, if you were subsidizing employment in the private
sector, private employers would not use this as a means to get cheap
labor continuously? Ilow would you protect the public against that?

Mir. KNACK. Well, Senator, I think in that particular instance, and,
of course, no one kind of an answer is going to be al)plicable in every
instance, the public is protected because we have created the kind of
end agency we have with followup activity and I)eeause we ,have, on
our board of directors, for example, the vice president of the college,
the dean of education of the school, the superintendent of public
schools, the assistant superintendent of public schools and members of
the business comm unity. By having that kind of a relationship and then
having our staff doing followul) work, we are finding that their actual
followup is what is preventing the very thing you are talking about.
I think a great deal of the answer would come from lovw the situation
would be structured within the area.
Now, very frankly, I find that in some programs, as we get involved

il with governmental contracts, it. gets to be the old numbers game
and sometimes where tlere is an accu-sation or the finger of exploitation
is leveled, it is leveled in the wrong direction because there are occa-
sions it is suggested to us that we might. just as well put the people on
because what's the difference. It might be a cost-plus job and as long
as the numbers are involved, so what.

I think that the people who are involved in that kind of situation
recognize what they are involved in and their motivation toward doing
what ought to be done is thoroughly undermined.

Senator RimucoFri. You see what attracts me about what you are doing
is the great reservoir of potential for training and jobs is in private
industry and people will learn a lot faster if they are doing something
useful instead of makework.

If they are helping build an actual road or bridge ora 'house, there
is an letmnent of pride and there is an element of meaning in what. they
are doing instead of just knocking together a shed or a barn and thev
are tearing it down again and putting it up again. It is a very frustrat-
ing experience for a man to be useless, so you do have a great oppor-
tunity to train peoplee for jobs that are useful and will continue to be
useful.

What I am trying to learn from you as a businessman is how would
you want to be encouraged-men like yourself-to undertake more of
ihis? What are the incentives that you need to do more of tbis?

Mr. KNACK. I don't know. I would have to say to you, Senator, I
don't even know what incentives I have at the present time that have
encouraged me to do it except I find it is the most fascinating thing in
the world to be doing.

Senator RIBICOFF. That's right. All right, if everybody, every em-
ployer and all the employees you find had the same llhilosophv, we
wouldn't have the problem but unfortunately they are not, and'busi-
ness is in business to make a profit, and I have no quarrel with that.

Mr. KNACK. That's right.
Senator Rmicor'. And you can't expect a man who has got the

necessity of producing a product at a profit to put on his payroll
people who are not carrying their burden. Ile just can't do that. So
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you have to have some incentive to give to him to compensate him
for the lack of pl)roductivity of people who are in their training
period.

Mr. KNAcK. Yes.
Senator RIBICOFF. And I am trying to find out from you what

formula you as a businessman would like to see so that you would
be encouraged to do more of it?

Mr. KNACK. Well, in our experimental succeed proposal, Senator,
we are suggesting that the employer be subsidized to the extent of
$1 an hour for 1,260 hours of on-the-job training.
I Now, I don't think that would even begin to compensate him in real

dollars for the amount of attention and effort that he would have
to put forth.

Senator RIBIcoFr. All right, then, in other words, $1 an hour for
1,260 hours for a job that pays $2 an hour?

Mr. KNACK. And upward.
Senator RiBicor. How long would it take in that type of work;

how many months would it take to train that person to be able to
carry his weight?

Mr. K-.ACK. Senator, there is one thing that I feel very strongly
about and that is that you can't set a standard, per se; it ig just as
individual as it can be in job training. I am firmly convinced, be-
cause I have seen it work. We have )een able to train an individual
to do a passable job and an acceptable job for us with 600 hours of
training in the field of mechanical repair, for example, and in other
specialized areas. I am convinced in -my own mind that given even,
let's say, a woman who had certain competencies, technically and
manually, that she could become an automotive repairman in the area
of ignition work and of reading a scope or an analytical machine,
and a service station attendant ii possibly 5 or 6 months.

Senator Riicon-. So, in other words, to train a person that way,
under what you suggest, it would cost the Government $1,260?

Mr. KNACK. Yes. -

Senator RIIcOFF. Which is probably-which is certainly a lot less,
if my memory serves me right, than many of the manpower programs
which are $5,000 or $6,000 a year; and you feel that private industry-
do you think you would get many takers in privatee industry if they
were reimbursed at the rate of $1 an hour? Of course, what you are
going to have to do and recognize if you are ever going to get any-
think through, really, is you are going to have to pay the minimum
wage. -

Mr. KNACK. Right.
Senator Riicofi'mv. So that whatever the minimum wage is, if there

is a contribution of $1, a person now gets a minimum wage during
their training period, and you think that you and other employers
like you, for $1,260 a year, would be willing to undertake tliat job with
that sort of compensation?

Mr. KNACK. Yes, sir; I am convinced the program we put in, as a
pilot program, can do that. I would like to say another thing about
that, Senator: In our proposal we are suggesting that the individual
involved be trained ait skilled levels or better in accordancee with the
DOT codes.
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Senator RIBICOF. Let me ask you, sir, the program that you have,
has that been written up completely or are you just telling us what
it is?

Mri". KNACK. Hlas it been written up?
Senator RiBIco.T. Yes; have you written this up and laid it out?

It is altogether explained?
Mr. KNACK. The proposal?
Senator RmicorF. Yes.
Mr. KNACK. Yes, sir; it is attached.
Senator Rimicor. And how it has worked out and everything else?
Mr. KNACK. The elements of it, the details of it, are very specific-

the number of hours that would be involved in counseling, the number
of hours that would be involved in the preactivity, the relationship
between education and on-the-job training, all the elements are in
this proposal.

Senator RIBICOFF. Mr. Chairman, I think that this witness here has
made a lot of commonsense and, in many ways, has been going toward
some of your own thoughts and ideas. I would hope that a member of
the staff would read this very carefully and, if necessary, 1 would
hope you would authorize a member of the Finance Committee staff to
go out to Boise, Idaho, and spend some time to go over this program
and fill in if there are some vacancies or empty spaces, because I think
it is unfair to ask them to do it; but, I think we have got the makings of
a very good idea here; and I want to thank out' colleague from Idaho
for bringing Mr. Knack here.

Thank you very much.
The CHAIRMAN. Thank you very much.
(Mr. Knack's prepared statement with attachment and questions

and answers referred to previously follow. Hearing continues on
p. 1471.)

PREPARED STATEMENT OF LEE E. KNACK

My name is Lee E. Knack. I am Director of Labor Relations for the Morrison-
Knudsen Company of Boise, Idaho, and in addition, I am President of a non-profit
foundation known as SCOPE Foundation, Inc. The name is derived from the
letters S C 0 P E, which stand for Student Career Opportunities Programmed
Educationally. For ever 30 years of my work life, I have engaged in industrial
relations with special emphasis in the field of labor relations and in training.
I have been involved In the development of manpower training programs within
industry and have taught in the field of public education.

I thank this Committee for the opportunity to appear before you today to tes-
tify on the subject of H.R. 1. I will limit my testimony to Part A, "Opportunities
for Families Program", and more specifically to Section 2114.

It is my opinion that although the Act provides under Section 2116 for the
Secretary of Labor to utilize existing means available under other Acts for man-
power training and development services, the definitive portions of the Secretary
of Labor's responsibilities under Section 2114 creates a distinction comparison
between private sector involvement in employment programs and public service
employment programs. It is to this distinction comparison that I direct my
testimony.

So that there may be no question as to the intention-of this testimony, I wish
to make It clear at this point that I believe that H.R. 1 is grossly deficient in
failing to provide for more involvement of the private sector in the objectives
and alms as contained in the Act. As this Committee pointed out in Its report of
July 23, 1971, there is no incentive provided in H.R. 1 for the private sector to
become involved and to hire and train those ihdlviduals who are welfare iecipi-
ents. Mr. Chairman, in an address you made on August 6, 1971, you stated, "There
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are a multitude of ways in which we can help provide employment opportunities
and make jobs pay more than they pay at present"; and in the same address,
you went on to say, "It is much cheaper to subsidize a job In private industry
than to pay the person to do nothing."

Now, if we draw tie comparison of operation of manpower services and train-
ing and employment programs in Section 2114 between those programs where the
private sector might be involved and where public service employment will be
involved, then I think we can more clearly observe the defects that are in the
Act.

Section 2114 (a) provides for the development of employability plans for man-
power services, training and employment, and it provides for priorities and gives
first priority to mothers and pregnant womlen who are under 19 years of age. I
am fully aware of the fact that to a very large degree, the group being afforded
this )riority represents a large statistical problem factor. We must recognize.
_however, that because of the very circumstance and age of this group, their
training background and work experience are practically nil and their education
is incomplete. I do not disagree with the need to give this particular segment a
)riority status, but I do contend that since the Bill provides for very liberal
inducement for this individual to be trained and employed in the public service
sector while it does not provide for financial inducement for this individual to
be trained and employed in the private sector, then indeed the priority attention
we tire allegedly giving this problem in reality is not there. Tie Act creates a
trend toward employment in public service and away from employment In the
private sector. If we enact legislation which has this effect of limiting employ-
ment opportunities in the private sector, then we lust ask ourselves the serious
question:

"How much of a solution are we providing to the l)roblem ?"
As a representative of the- private sector, both through my regular employ-

ment and as President of the SCOPE Foundation, I strongly endorse develop-
ment of incentive measures to increase the private sector's involvement in tle
training and employment of the under-achieved. First, I believe this is important
to the social proi)lm as a whole, but it is even more important to the Individual
who is involved. There are those who will take exception to the premise that we
in tie private sector establish and insist upon better compliance to work habits
and performance than often is the case in the pl)ublic sector and thus do a better
job of training our employees. However, gentlemen. I only have to point out to
you that our survival in the private sector is based upon efficiency, accomplish-
mient and, if you will, profit; and we recognize that to a very large extent our
success and profit is dependent upon the quality and competency of the humanical
elements in our organizations even to a greater degree tian upon our mechanical
elements.

I am saying that the private sector must be more realistic in its training and
employment of its personnel. The individual who has been successfully job
trained by and in the private sector is more able to continue in meaningful
employment with more continuity. I do not want to imply that tie efforts of the
private sector alone are going to provide the best answer or the only answer.

To clarify, allow me to explain more of the organization of SCOPE and its
creation. Three years ago, a committee composed of educators and business peo-
ple met under the sponsorship of the local Chamber of Commerce and began
to engage in a series of in-deplth probings and examina-tions as to what would
be accomplished by the joint and cooperative- efforts of education and business
in the area of the (levelolent of human resources. Out of these discussions
grew the organization of SCOPE, which consists of representatives from the
Boise Public School system, Boise State College and the private business coin-
munity. In some open head-to-head confrontations, we discovered that both of
us suffered from some attitudinal defects. while at the same time, each group
had expertise which justifiably should be brought together.

Over these past years in SCOPE, we have worked l)rimarily with young peo-
ple and in many instances with mothers below the age of 19 years and we have
learned much.

In openly examining our own attitudinal structure, which revealed obstacles
in moving the under-achieved and the under-employed into the world of mean-
ingful employment, we discovered some of these same attitudinal obstacles
existed in bureaucratic agencies as well as in education and in the business
community.
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The most obvious attitudinal problem was the faceless "they" that everyone
talked about, always referring to the under-achieved.

"They" won't work.
"They" won't be motivated.
"They" have been on welfare all of their lives. We heard all of the negative-

ness that is so easily hidden ehind the bush of "they.' Since we corrected our
attitudinal approach, we have observed a real turn-around in achievement.
Through the medium of meaningful communication and action between educa-
tion and business with a definitive objective to bridge the world of work with
thes world of education, we created a can do attitude.

As we went down the road of our objective, we discovered that we in the
private sector had a great deal of latent talent to conduct competent on-the-Job
training. We found that the educational community had a good deal of active
talent to prepare meaningful job-related educational material to assist in that
training.

As a result of the exchanges that occurred through the facility of SCOPE, we
at Morrison-Knudsen Company adopted the results of those discussions and used
them in training activities in Puerto Rico, Hawaii, Michigan, Idaho, Montana,
Nevada, among Indians in North Dakota and Indians in Arizona. In the above
geographical areas in the past year, we worked with in excess of 500 people
in on-the-job training and job-related education. All of those with whom we
worked were categorized by government standards as disadvantaged.

On the basis of our experiences and following some, discussions with and
prompting by interested legislators here in Washington, the SCOPE organization
put together a proposed experimental and developmental project which we call
SUCCEED. The letters S U C C E B 1) stand for Social Underachievement
Cooperatively Corrected by Education, Employment and Desire. That proposal
is presently in the Department of Labor. I have furnished copies for members
of this Committee. We offer this proposal as an affirmative and constructive
example of the kind of activity and participation that we believe should be
encouraged and the concept should be a part of any consideration that is aimed
at attempting to solve the problems of the employables through manpower serv-
ices, training and employment.

To emphasize the contrast that I mentioned earlier in my testimony concern-
ing the contrast of involvement between the private sector and the public service
sector, I point to indicators that the Secretary of Labor faces serious limita-
tions in administering programs under H.11. 1 relative to public service employ-
mnert. Employees who are employed in public service sector programs can only
be employed where such eml)loyment will not result in reduction of employment
of any employer. I interpret this together with these references to mean that
employment in the public service sector would, in reality, be a make-work pro-
gram. To go back to your remarks, Mr. Chairman, I'm afraid that much of the
employment in the public sector. will actually result in paying a person to do
nothing-at least nothing that really needs to be done. Motivation for employ-
ment is more likely to be present when the individual sees a reasonable expecta-
tion for some permanency and reason to his employment and where it has mean-
ing. If employment Is going to result in the public sector in a manner In which
the individual is merely a statistical addition to the payroll, then such motiva-
tion is seriously encumbered.

In the public service work program, the Secretary of Labor coan reimburse the
cost to the public service agencies for providing employment over a three year
period. Payments for the first year may not exceed 100% of cost of providing
such employment, may not exceed 75% of cost to provide such employment the
second year, and may not exceed 50% of cost to provide such employment the
third year.

If we believe such subsidies are going to work in public service employment,
why wouldn't they work with similar controls In private employment and per-
haps even -better. As a matter of fact, if the 225% of cost of employment over
three years in public employment were spread over a longer period of time, it
would produce more lasting and effective results. Of that I would be sure If the
same formula were to be applied to the private sector of employment.

In summary, It is extremely important to encourage and to give Incentive to
private-cooperative Involvement. On the basis of my own experience, I am a
strong supporter of the necessary elements of effective manpower development
to Include Job-related education, on-the-job training, orientation, counseling and
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realistic support services where needed. On tile basis of past experience, I am a
great advocate of the consolidated efforts of education and the private sector
of employment. I am convinced of what call be achieved and as a representative
of the private sector of employment, I urge the encouragement and development
of this relationship.

I would like to conclude by citing the objectives of the newly formed Human
Resources Development Group of the Greater Boise Chamber of Commerce,
which I think says very well what I came here to say:

"The Hunmn Resources Development Group will have as its objective the
Improvement of the understanding of the ned to develop and utilize all human
resources toward the betterment of the entire community. To this end, the Group
will function as a coordinating task force in relation to affirmative participation
in manpower development and utilization, including on-the-job training, equal
employment opportunity, elimination of in(lividual under-achievement, under-
employment, unemployment, over-employment and other matters effecting human
resources development."

Thank you
SUCCEED

The following is a proposal of all experimental and developmentt project which
SCO13E would coordinate with the.coopt-ration of the Boise School District, Boise
State College, the employers of Boise Valley, and 100 larticipants.

This l)roject -would be known as Social Underachievement Cooperatively Cor-
rected by Education, Employment, and Desire, and is hereafter referred to as
"SUCCEED".

The primary purpose of SUCCEED would be to conduct an experimental-de-
velopment project, aimed at increasing the employable potential of 100 partici-
pants who are presently under-employed and/or receiving welfare assistance, and
to ultimately place them in financially sustaining employment. We recommend this
project be funded to exI)lore and develop data and experience in tile form of l)rac-
tical information to determinee the feasibility of achievement and its potential
development as an on-going program in other areas throughout the United States.

The program outlined is intended to developp solutions to one of our nation's
most pressing social problems. Its strengths and most notable features result from
the fact that the particdplnts will have available the service capabilities and ex-
pertise of the school system. which has job-related education as its responsibility;
the expertise of the employers who have employment and on-the-job training as
their responsibility; and the expertise of SCOPE, composed of both entities, which
has as its responsibility the necessary day by day coordination, development and
implementation of the program, all of which are directed to the benefit of the
participants.

The school system is defined as any facility existing in the Boise area where
formal education is taking place, which would include the Boise School District.
which comprises elementary and secondary education. Boise State College with its
academic and vocational-technical areas, and other educational institutions perti-
nent to the task.

The employer is defined as any individual, organization, or corporation which
uses the services of one or more persons for wages or salaries in reaching the
objectives of the employer's establishment.

Tite participant is defined as an individual who is presently under-employed,
and/or underachieved, and/or receiving welfare assistance.

SCOPE is defined as a non-profit foundation which develops career oplortu-
nities and correlates these opportunities with the individual's career interest.-
resulting in financially sustaining employment for the individual.

In this proposal. SCOPE will obtain the cooperation and commitment of a
sufficient number of employers to provide Skill Shopping Center capabilities and
ultimate permanent employment on the same basis as other employees of 100 par-
ticipants in financially sustaining employment of skill levels of 20 or higher. These
skill levels will be in accordance with those established In the Dictionary of Occu-
pational Titles, United States Department of Labor, Volume I, third edition.

It is proposed that in the above stated geographical area, SCOPE would
simultaneously survey:

1. The potential participants among (a) the under-achievers, and (b) welfare
recipients from which 100 will be selected as participants.

2. Employers and employment possibilities for the creation of the Skill
Shopping Center and employers for on-the-job training resulting in employment.
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On the basis of information obtained from the above, it is proposed, SCOPE
would initiate an intensive out-reach recruitment program among under-achievers
and welfare recipients to enlist the individuals and/or families in the SUCCEED
program as an alternative to existing welfare programs or substandard employ-
ment. Upon selection of the SUCCEED program by the participant and his ac-
ceptance by SCOPID, the participant would be on the payroll of SCOPE as a
l)re-employment probationer for a period not to exceed nine weeks. These nine
weeks would be for the purpose of counseling and program orientation, which
would include basic academic education, job-related education, Skill Shopping
Center services, pre-job orientation, job orientation, and )ersonal and family
counseling. During the research and developmental l)eriod, SCOPE would service
ten )articipants through each nine week counseling and orientation period. While
successfully participating in the counseling and orientation period and through-
out the participant's involvement in the SUCCEED program, the participant and
his family unit would be insured a net monetary receipt not equaled by any
existing "welfare" program.

)uring the probationary nine week period, the participant would be evaluated
w. to his progress toward becoming a full trainee-employee for an employer and
his ultimate placemnent in on-the-job training. This evaluation would be achieved
through:

1. Interviews by SCOPE personnel.
2. Basic placement tests administered by the Boise School System.
3. Existing data.
Throughout orientation the participant would be provided:
1. A program of basic education tailored to the participant's needs and de-

signed to qualify the participant for placement in on-the-job training.
2. General job-related education which would include money management,

employer expectations, personal relations, personal hygiene and grooming and
safety.

3. A Skill Shopping Center Service which would allow the participant at least
a week's exposure to actual skill performance in a minimum of four skills in
potential places of employment. This would include four weeks.

The Skill Shopping Center is contrasted with the Skill Center concept in so
far as the Shopping Center facilities and equipment and tools relating thereto
already exist within the industrial and business framework and does not require
investment involved in establishing Skill Centers.

4. Program orientation will be given to all participants as to what the basic
format of the program is, and to aid them in the skill selections.

5. Following selection of a skill by the trainee, and the acceptance of the
trainee by the employer, the participant will be given more extensive orientation,
relevant to his selected skill. Some of the topics to be covered in this orientation
would include:

a. Familiarization of physical plant and trainee's work area.
b. Explanation of trainee's duties.
c. Explanation of company's work rules and policies.
d. Employer expectations as to the trainee's actions and. attitudes regarding

work habits, personal hygiene, safety. and responsibilities to fellow workers.
6. SCOPE will assist any participant in arranging for individual counseling on

matters of a personal and/or financial nature or any counseling requiring tech-
nical or specialized assistance.

On the basis of past experiences involving the SCOPE staff and organization
it has become apl)parent that total job matching goes beyond simple skill match--
Ing. In order to achieve the importance of overall matching, it is proposed that
SCOPE would program and conduct clinics involving participants and employers,
the purpose of such clinics to be improvement and better understanding of
employer and employee relationships. In view of the constantly developing new
problems and current social, economic, and environmental stresses and concerns
thereof, it is proposed that the clinics would be of a social dynamic nature covering
these specific areas.

Upon completion of the particil)ant's l)re-employmnent probationary period with
SCOPE, it is prol)osed that the school system, SCOPE and the employer be
joined contractually to create. an individualized on-the-job training program for
the participant, taking into consideration the needs of the participant and the
specific requirements of the job for which the participant is to be trained. This
contract would enunciate:
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1. The responsibilties of the employer in:
a. I)evelopment of on-the-Job trainiiig.
b. I),evelopment, Jointly with the school system, on-the-job training curricula.
c. Paying that portion of the participant's wages to bx, born by the employer.
d. lDefinig wlat will constitute an accomplished employee satisfying the

requirements of the Job.
e. Furnishing certified payrolls for all participant hours of employment which

will serve as the auditing I)r(w5ess for reimbursement to the employer, of $1.00 per
hour for reported hours of l)articipant's eml)loyment, This $1.00 per hour to
represent reimbursement in part to the employer to cover training and related
costs expended by him.

f. Participating in the development and conducting of pertinent clinics dealing
with tlie eml)loyee-emlployer relationship.

g. Cox)perating in the providing of Skill Shopping Center facilities as required.
2. The duties of the school system:
a. To provide testing and counseling to the participant.
b. To develop, with the employer, the curricula for on-the-job training.
c. To provide supplementary education and counseling as deemed necessary.
d. To monitor and evaluate, periodically, the participant's employer's, SCOPE's

and school system's performance of the contract and to update the program
where necessary.

e. Participating in ,the development and conducting of pertinent clinics involv-
ing employer-employee relationships.

f. To assist In the development of job-related education material.
3. The role of SCOPE:
a. To recruit and select 100 representative under-achievers and/or welfare

recipients in the Boise area to be known as participants.
b. To assume the responsibility for the guidance of the participants through

their initial 360 hours in the program.
c. To provide interviewing and counseling to assist the participants in satisfac-

torily achieving full mlploymnent.
d. To coordinate the participation of the school systems and employers.
e. To monitor the performance of the participants and signatories of the contract

and assist in adjusting the program to better meet the needs of the participants.
f. Participating in the development and conducting of pertinent clinics dealing

with employer-employee relationship.
g. To provide support services for the participants on an individual basis.

-Support funds indicated in the attached budget are based on a norm and would
be applied where needed rather than on a mere prescribed basis.

h. To create in cooperation with selected employers a Skill Shopping Center.
I. To coordinate the development of all job-related education and on-the-job

training programs.
J. To audit payrolls submitted by employers and reimburse them in part for

their training costs, the sum of $1.00 per hour for all properly verified participant
hours of employment for a maximum of 1,260 hours of programmed on-the-Job
training.

The wages to be paid to the participants when placed on an employer's payroll,
will be based upon the established standards for the specific job. He will at no
time receive less than the established minimum wage. To partially defray the
cost of training, the employer will receive an amount of $1.00 per hour of
participant training employment on the basis of a submitted verified payroll.
The employer can receive a maximum of $1,260.00 providing the participant
receives the maximum of 1,260 hours of training. It is to be recognized that the
participant will receive additional benefits through being a wage earner such
as social security credits, possible accruements in retirement plans and possible
health and welfare coverage.

As stated previously, the participant's wage during on-the-job training will be
composed of two segments: the employer's portion and the program's portion.

The contractual arrangement will provide the participant and an employer to
mutually enter into a full job relationship at any time prior to the completion
of the on-the-job training hours. Wherever possible this will be encouraged.

To Illustrate the concept of this proposal, by referral, on his own initiative,
or by recruitment, a person is introduced to SUCCEED. He is then interviewed
to ascertain whether lie can meet the established requirements for eligibility for
participation. Assuming that he is eligible, SCOPE initiates the testing and

72-573 0 - 72 - pt.3 - 19
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counseling phase to determine the participant's employment desires and capa-

)ilities. The individual is accepted as a participant and placed on the SCOPE

payroll as a preeml)loyment probationer for a maximum period of 360 hours. 200

hours to be devoted to pre-job counseling, orientation, job-related education, nnd
where necessary remedial academic subjects. This program is to be conducted
oil all eight hour (lay, five day week basis, and the participants are to receive
$2.00 per hour in wages for each actual hour of participation, 160 hours are to
be devoted to skill shopping. Each participant will spend one week of five days
at eight hours per day in four different skill areas. During the period of 360
hours, the participant would beo treated in all manners as would a regular
employee. He would be subject to actual working obligations of attendance,
l)romptness. and so on. SCOPE would maintain adequate individual l)ersonnel
records during this period. Such records would serve as a basis for corrective
counseling where necessary. and would further provide employers with evalu-
ation Information for on-the-job training selection purposes.

Evaluation of the particilant's interest, potential, aptitude and full employ-
ment opl)ortunity would be made by SCOPE to assist the participant in choosing
that skill and occupation in which he desires to continue for the 1260 hours of
on-the-job training.

Inl conducting this exl)erimental and (levelopment program, it is conceivable
that possibilities for entree reneurships may appear. Wherever possible , SCOPE
would develop entrepreneurshilp potentiality in cooperation with the school sys-
temns and the program would. within its cal)abilities. devote attention to this
possibility. A special project or projects could be undertaken. It is contemplated
that day care center support services could be develol)ed into an entrepreneur-
ship involving a participant or participants. Should this occur, SCOPE would
provide direction, training, and assistance in the establishing of such an en-
trepreneurship.

Once a skill area has been agreed upon, the school system and the employer
would create individual on-the-job training and supplementary education pro-
grams which would meet the requirements of the participant in filling the needs
of the job.

As the l)articil)ant masters on-the-job training, and his productivity increases,
the employer will be encouraged to grant incentive wage increases commensurate
with the employer's regular policies. The intent will be to obtain for the partici-
pant. incentive wage increases. It is entirely possible that the participant could
develop either faster than )rogrammed or beyond the scope of the program. In
either instance, the contract would be completed after It has been mutually es-
tablished that the participant was fully qualified.

To sumn,_,!.rize this proposed experimental and development project SUCCEED
begins at the local level. A 'Troika" composed of the school system, industry,
and SCOPE, acting equally and in unison, will expend every effort ,to assist the
participant toward qualifying as a )roductive, capable, and enthusiastic em-
ployee. Through satisfactory perforniance of this combined program, an employ-
able functionally literate individual will be produced, adding one more name to
the ranks of the dignified eml)loyed and removing one more name from the wel-
fare or under-employed roles.

Consultants and experts from business and industry, The Boise School Dis-
trict, Boise State College. Community Action Agencies and staff members of
SCOPE spent many hours in discussing and developing the concept.of this pro-
posal and mazi-y more hours in preparing the draft as here l)r(sented. During
these sessions, all participants gave recognition to the serious problem the Viet-
namese veteran faces in searching for eml)loyment. In most instances le has
entered military service at the precise time in life in which he would be acquiring
additional skills or knowledge to improve his employability potential.

Those who participated in drafting this l)roposal desired to give extra a~d
special consideration to the returning veteran and it was by unanimous accord
that It was decided -to under-score the veterans plight by this special reference at
the conclusion of this proposal. In selecting the 100 particil)ants, veterans in need
of the advantages of the offerings contained in this proposed experimental and
development program would be given preference and special consideration
throughout tie program.
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MORRISON-KNUDSEN Co., INC.,
CONTRACTORS, ENGINEERS, DEVELOPERS,

Boi8e, Idaho, February 14, 1972.
Stnator RUSSELL LONG,
Chairman, Senate Finance Committee, New Senate Office Building,
lVashington, D.C.

DEAR SENATOR LONG: I am enclosing herewith replies to the written questions
which Senator Jordan requested I answer and furnish such answers to the Com-
mittee. Not knowing the procedure ordinarily followed in such matters as this, I
am furnishing just this single copy reply together with a carbon copy to Senator
Jordan. If it will be of assistance to the Committee for me to furnish additional
copies a-k I did with my original testimony, please let me know and I will be glad
to furnish whatever required number will be helpful.

Since my return to this area following my testimony before the Committee,
an editorial has appeared in the local paper and a full cover story has appeared
in the neighboring paper, a copy of which I am enclosing herewith.

Although it may be somewhat premature at this moment, as Chairman of the
Committee I think you should know that there is very considerable interest
within the community for the implementation of Senator Ribicoff's suggestion
that a member of the staff come to Boise to study the implementation of the
proposal we submitted and to study the possibility of making additions and amend-
ments thereto as an experimental effort. I sincerely hope this may come to pass
and I will direct additional information to you concerning the growing interest
in this direction at the local level.

As I expressed in my previous correspondence to you, I was most appreciative
of the attention and kindness extended to me by the Committee and its mem-
bers. Further than that and sinee my return, the high interest-among the mem-
bers of the Committee to affirmatively grapple with the very serious problem has
infused me and the members of the SCOPE staff with renewed vigor and enthusi-
asm to do whatever we can not only to be helpful where we are but wherever
such help may be beneficial.

Very truly yours,
LEE E. KNACK,

Director of Labor Relation.

AN IDAHO SOLUTION Is OFFERED IN D.C. TO A PROBLEM ON WELFARE

WASHINGTON, D.C.-"Depletion of natural resources." We've heard a lot about
that kind of depletion. "Depletion of public funds." We've heard enough about
that one, too. But who ever talked about depleting the welfare rolls?

Idaho Senator Len B. Jordan and Boisean Lee E. Knack have talked about it
for some time. The Senator's Washington office contains a correspondence file
half-a-foot thick attesting to his close liaison of over three years with Knack's
Boise-based SCOPE (Student Career Opportunities Programmed Educationally)
project. Last week, at Jordan's invitation, Lee Knack testified before the Senate
Finance Committee which is currently considering proposals on welfare reform.
Knack did more than offer his proposal for bringing people off government assist-
ance, he told of a specific incident where it had actually happened.

The Senators were impressed.
In addition to being president of SCOPE's Board of Directors, Lee Knack is

the labor relations director for Morrison-Knudsen Company. Both SCOPE and
MK are finding, in Knack, solutions to public and private problems--inding jobs
for the unskilled, SCOPE's activity; and finding qualified employes for industry,
one of MK's pursuits. Judging from the Finaince Committee's reaction to Knack's
narration of SCOPE's activities, the project may have a chance for national im-
plementation which could eventually cause us all to hear less of the depletion of
public money and more of the highly novel depletion of welfare rolls.

Finance Committee member Abraham Ribicoff, the former Secretary of HEW
under President Kennedy, after listening intently to Knack's testimony and pro-
nouncing it as "most impressive," made the following comments:

"Mr. Chairman, I think that this witness has made a lot of common sense...
if necessary, I would hove you would authorize a member of the Finance Commit-
tee staff to go out to Boise, Idaho, and spend some time to go over this pro-
gram... I think we have got the makings of a very good idea here, and I want
to thank our colleague from Idaho for bringing Mr. Knack here."
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The points brought out by Lee Knack are these
(1) There is no provision in 1.R. 1 (The Social Security and Welfare Reform

Bill presently under consideration) for the private sector to become involved
and to hire and train individuals who are welfare recipients.

(2) It is much cheaper to subsidize a job in private industry than to pay the
person to do nothing.
. (3) The present welfare system is based on an attitude that the under-achieved

cannot perform competitively in the normal job market. SCOPE has found that
they can if given the proper training oriented toward the specific needs of Indus-
try and flexible enough for the individual to make his own choice of what job
activity is best for him rather than have a job thrust upon him. The individual
needs to be more involved in the decision making than he now is under the pres-
ent system.

(4) The under-achieved should not be scooped together in one massive, all-
inclusive, federal, bureaucratically administered program, There needs to be
more local community Involvement and more provision for simple personal human
ki ndness.

(5) Triere is a great reservoir of potential for training and jobs in private
industry and people will learn a lot faster if they are doing. something useful
instead of makework. Industry has the opportunity to train people for jobs that
are useful and will continue to be useful. One of the things that contributes to
the "can't (1o" attitu(le of the present welfare system is the red tape. the bureau-
eratie iish-mash which in reality so completely separates the private sector from
the public sector. The private sector is faced with the necessity of doing a better
job because its existence is based upon success, achievement and profit, and
without it private business goes under.

A lot more needs to be said about the SCOPE program and a new approach Lee
Knack is developing called SUCCEEI) (Social Un(ler-a(.hievenment Cooperatively
Corrected by Education. Employment and I)esire) ; about how the program has
cooperated with over 3)50 representatives of private business, about how MK has
developed a training program for Navajo Indians in the Navajo language.

But most of all, with over 10 million Americans now on public assistance, the
public needs to take a good long look at the training lprograni Lee Knack adimmin-
istered last year in Lake and Mason Counties, Michigan, which caused the heads
of public agencies there to say that for the first time it) many, many years mill
able-bodied people, with the exception of three, had been depleted from the
welfare rolls.

REPLIES TO QUESTIONS SUBMITTED TO LEE E. KNACK BY SENATOR. JORDAN

Question 1. The SCOPE program has beci, quite successful in training 11ong
people and in placing them in jobs in the Boise, Idaho, area, and I would like to
ask .lir. Knack to provide for us informati(m as to the results which le has
obtained undcr SLCOPE. That is, the' statistical information regarding people
taken into the progranl, people trained, and people placed into job situations.

Answer. The following statistical information reflects the total activity of
SCOPE involvement with young people since its inception :

One thousand, two-hundred thirty-four (1,234) individuals were registered.
Thepe were 850 individuals referred for jobs. There were 350 placed in employ-
ment. There were 474 different employers involved in the program. In order to
obtain the 850 referrals, it was necessary to make 4.575 registrant contacts and
1,114 emplomyer contacts.

As a matter of explanation of the difference between referrals and placements,
it is our policy to send more than one al)plicant out for each referral; and, in
this way, we are able to make the participant understand that there indeed is
competition for every job opening and we were also able in this manner to stress
the importance of appearance, attitude and honesty in making presentation for a
job opening.

With a total of 850 referrals to job openings, out of 1,234 registrants 68.8% of
the registrants were referred to job opportunities. Approximately 42% of those
referred were placed in jobs. This again reflects the fact that more than one per-
son was referred for each opening. With 350 placements out of 1,234 registrants,
we had an average placement of just under 30%.
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The reasons for this percentage factor is as follows: In some instances, ap-
plicants had found other employment; Jobs were rejected by applicants because
of unsatisfactory working time; there were instances of illnesses; out of 1,234
registrants, we had a representative number which were obviously migrant in
nature and were available only for a very short period of time after registering
before they moved on to another area.

The 474 employers had 1,114 job openings for an average of 2.35 Jobs per
employer. This is a very significant figure since I personally know that when we
commenced talking to employers- and to people in the community, they were
convinced that job openings were going to be very scarce. However, by pounding
the pavement, discussing the employer problems and conditions, many job open-
ings were revealed that didn't seem apparent. I credit the activities of some of
the staff members for having enlarged the jolb opening situation. To elaborate
to some small extent on this, many job openings in the summer time were ob-
tained when we discovered they were being filled by people from education and
banking institutions as moonlighting operations. We pointed out the unfairness
of people holding down two jobs while there are others trying to find one job.
This rationale had great appeal and without question produced many job
openings.

Question 2. Mr. Knack, you pointed out on page 4 of your testimony that the
results you have achieved under your SCOPE program were accomplished by
the joint and cooperative efforts of education and business in the area of the
development of human resources. I would like you to develop the theme of co-
operative involvement between educational organizations and the private busi-
ness sector.

Answer. The Boise Public School District and Boise State College have been
involved in SCOPE from its inception, as have many employers throughout the
Boise area. Over 350 employers participated in an employment projection survey
covering a five year period. More than 5,000 students at the Junior and Senior
class levels were surveyed as to career interests. Seminars were held involving
students, faculty and parents at the college and the high schools. All of this was
done as cooperative effort between business and education. In addition, several
conferences were held between school officials and teachers and industry people
to discuss relative job-related educational material. These sessions were head on
confrontations in which the frozen positions of both sides were thawed out by
rather warm discourse. Practical approaches tojob-related education were sam-
pled and tested and proved to be beneficial.
- Education and business cooperated in the development of the Potentiality Eval-
uation Test (PET), a non-reading type of test which was sampled on a few
hundred individuals. It gives indications of being a valuable placement tool in
working with the underachieved. Unfortunately, the lack of funds and corre-
sponding staff prevent further research with this test at this time.

Although there has been extensive cooperation between the business com-
munity and the education community, we know we have only scratched the
surface. There are many social benefits to be obtained from future cooperative
efforts. Some of these are improved curricula, more relative occupational educa-
tion, better counseling including students, parents, faculty and business and in-
dustry; more realistic programing of on-the-job training coupled with well-
developed Job-related education programs.

.. Questio. 3. How do you recruit people in the SCOPE program and once you
have them signed up, where do you begin working with them?

Answer. The referrals came to the SCOPE program through Boise School
District; Boise State College; The Greater Boise Chamber of Comnierce; Cityi
State and Federal Agencies; Service Organizations; parents, families and friends.
In working with each registrant, we began by discussing career interests, goals,
and the means of achieving these goals.

The individual was encouraged to participate strongly in the discussion and
was at all times guided toward reaching a decision of his own as to what career
he would like to pursue. We also stressed the importance of knowing what not
to do as well as having some desire of what to do. We frequently found that
individuals did not tWink they knew what to do but with indepth interviewing
and not really counseling, some of their latent interests were brought forth and
in many instances spoken aloud for the first time. Motivation and interest was
magnified immediately every time this occurred.
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Qualifications for particular career interests were pointed out and where
necessary, qualifying requirements were discussed and If the individual was
deficient in any qualifying requirements, remedial or corrective courses of action
were discussed and pointed out providing the individual the opportunity to
commence qualifying or establishing qualifications for careers.

A good example of the entire relationship can be emphasized by citing the ex-
ample where a young boy, a Junior in high school who had heard about SCOPE
at school, came to discuss his situation with us. He was unhappy and frustrated
at school and wanted most of all to drop out of school and was looking for en-
couragement to support his assumed decision. He claimed he had no ambitions, no
goals. After indepth interviewing with him, he discovered that the reason he
had taken every mechanical drawing class available at the high school was that
lie enjoyed it, le was interested in it, and he was able to achieve recognition
and success in those subjects in the forms of A and B grades.

We asked him to let us see some of his drawings and assignments and we in-
vited him to bring his work in for evaluation. The change in this young man's
attitude and appearance when he came back wfth his portfolio was 180 degrees.
He was enthusiastle, gay, and just bubbling with happiness. Career opportunities
associated with draftsmanship, such as engineering, architecture, and landscape
design, were discussed itl him. His interest response was immediate. A contact
was made with the Idaho State Highway Department. He was sent for an inter-
view and he was hired and placed in training as a draftsman in a Highway
Landscape Department.

A subsequent contact with his counselor revealed that his turn around was
as complete in school as it was out of school. Attitude, grades and attendance
were all on the upsurge. He progressed rapidly in 'his on-the-job training to the
point where he was soon checking other draftsman's blueprints. He has since
graduated front high school and is presently enrolled in Engineering at the
University of Idaho, and he is a cherished and valuable employee during the
summer time with the State Highway Department, still in the Landscape Design
Department.

This example is not an exceptional one, but we cite it here because it is so repre-
sentative not only of what is done with those who need regular and full time
employment, but what can be done to prevent the individual from becoming a
statistical under-achiever through most of his adult life.

Question. 4. How do you make tho transition from training to work and do
you encounter any problems in doing so?

Answer. Many individuals with whom we have dealt who have had exposures
to other training programs have said they have been very discouraged and
frustrated coming from a training program and going to work for an employer.
First of all, the training program itself has been designed and programed in
a manner that has little or no relation to the actual work itself. In many in-
stances, the instructors in such programs really do not know nor have had any
experience with the job for which they are training. The end result is that they
are faced with unlearning some of the irrelevant matters they have been ex-
posed to in the training sessions and both they and the employer are faced with
a real training experience when they start on the Job.

Although each employer has his own way of wanting a job to be done, the
same job contains the same basic content of learning requirements; however,
many training programs do little or nothing toward developing comprehension
of the job requirements. In reality, they say there is no transition from training
to a job, but in all too many instances they are totally and unrelated experiences.
On the other hand, those individuals who have been exposed to training ex-
perience with a strong relationship to employment find the transition from
training to employment occurs easily.

Because of the above indicators, the major problems we have encountered
is correction of attitude where some people have had their motivation deflated
by being involved in unrelated or dead-end trainihmg.

Question 5. On page 5 of your testimony, you make brief reference to atti-
tudinal obstacles which exist in bureaucratic agencies. Have you worked with
State and other governmental ageneles-in the SCOPE program? If so, what type
of contacts and what type of cooperation have you had from these agencies?

Answer. We have worked with agencies listed below:
Idaho State Department of Employment.
Idaho State Highway Department.
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Idaho State Fish and Game Department.
Boise City Parks Department.
Idaho State Commission for the Blind,
Idaho State Board of Correction.
Idaho State Penitentiary.
Idaho State Public Assistance Department.
Idaho State University Extension Service.
Idaho State Budget Department.
Job Corps.
Model Cities.
El Ada Community Action Agency.
State Office of Migrant Education.
Idaho State School.
Ada County Racing Commission.

In some instances, the initial contact was made by a member of the SCOPE
staff soliciting participation in the program. In other instances, we were con-
tacted by the initial effort of the agency itself. In some instances, individuals
within the agency felt we were involving ourselves in their area of responsibility
and efforts. Other individuals within some of these agencies felt that we could
render service and particularly they felt we could do so with some of the tough
cases the agencies themselves found difficult to help. In many instances, the
individuals within the agency referred these difficult cases to us on a confidential
basis, and as they did they expressed to us their belief that we could be help-
ful based on some things they had seen us do on some other tough cases.

A typical example was a sixteen year old unwed mother with a six-month old
baby. She felt that she was a financial burden to her parents. She didn't qualify
for AFDC ASSISTANCE and wasn't particularly anxious, but she wanted em-
ployment to become financially independent. Job opportunities and related wages
were discussed with this young lady; and in the course of discussing careers
with her because of her youth, her limited education and experience, she felt to-
tally inadequate and at the onset could make no contribution as to career in-
terest. Indepth interviewing revealed that she enjoyed hair styling and as a hobby
d( her friends' hair and experimented with designs on them. With this interest
revealed, cosmetology as a career was explored and, as in the case that I men-
tioned in my testimony before the Committee, a scholarship was obtained at the
local Beauty College and in conjunction with her high school counsellor and
principal she was directed to continue her high school studies in the morning
and to take advantage of the Beauty School scholarship in the afternoon.

As in the case I mentioned before the Committee, she too has graduated from
both institutions and is currently employed in a beauty salon. This young mother,
with direction from SCOPE and cooperation with the public educational facili-
ties, a private educational facility and an employer, is on her way to becoming
financially self-sufficient, and independent and an important member of society.

This young lady, when she was referred to us by the agency which she first
contacted, had been labeled as being insecure, lacking in vision, and would un-
doubtedly become a permanent Department of Public Assistance recipient. Even
the school counsellor had reached a point of hopelessness. It is a credit to the
SCOPE staff that they have accepted the challenqe of working with the tough
cases, and I have personally observed their keen delight when they have achieved
success where others have given up.

In the agencies listed, after working with SCOPE and contacts we were pleased
to report that the spirit of cooperation and inter-relationship improved and de-
veloped the longer the relationship existed. A great deal was accomplished on
the part of many people as a result of the cooperation between SCOPE and the
listed agencies. -

Question 6. Have you had any contact in SCOPE with persons who have par-
tielpa ted in other training programs

Answer. In answering number 4, reference has been made to experiences we have
had with individuals who have participated in other training programs. Specifi-
cally, we have referred and worked with people who have been through the WIN
program, various Manpower and Development Training programs at some of the
Vocational Educational institutions, dental assisting, welding, practical nursing.
mid-management, vocational office practice, model office procedures, and-JOBS '70
(a NABS program).
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Question 7. Mr. Knack, you pointed out in your testimony that you are now
involved in a proposal called SUCCEED which 18 designed to train and employ
welfare recipients. On page 7 of your SUCOEED proposal you mention that the
initial 360 hour of the program will be devoted to guidance and orientation.
Could you describe for uS what type of orientation would be involved in the
program?

Answer. The initial 360 hours In the SUCCEED program would be broken
down as follows: 200 hours i pre-employment and 160 hours in skill shopping.
The 200 hours would be devoted to counselling, basic job orientation, job-related
education, and remedial academic subjects where necessary. In the counselling
area, it has been our experience that both young people and the underachieved
need to understand the existence of competition for available jobs. Appearance,
presentation, attitude and honesty are most important at the very start of an
employment relationship, and this needs to be stressed, demonstrated and es-
tablished with the individual. Individual needs assert themselves at the early
stage of counselling and reveal the amount of time that must be spent with
an individual on such subjects as personal health, hygiene, grooming and de-
pendability.

We believe that the fruits of labor are not alone measurable by the dollars
a person earns but what lie does with those dollars, In the first 200 pre-eiploy-
ment hours, we propose to have presentations on shopping, home management,
transportation, savings, food preparation and presentation, and related subjects.
We further propose to conduct specific educational'conferences as Individually
needed.

During this period we would also develop tactical and manipulative abilities
where appropriate. It is important to provide those with histories of unemploy-
ment with as much physical retraining as possible. Knowing how to hold a
hammer, cut'with a saw, mark a straight line, handle measuring devices and
tools before actually starting on-the-job training In woodworking, for example
eliminates many obstacles to the "first day on the job". It also reduces negative
attitudes toward the trainee from fellow workers and gets him started off on
the right foot with the employer.

Simply put, the first 200 hours would be directed toward conditioning the par-
ticipant for actual on-the-job training. This conditioning is purposely pro-
grammed before the 160 hours of skill shopping. The details of skill shopping in
the proposal are rather clear but its purpose may not be so obvious. We believe
that in too many programs there is a lack of decision involvement afforded the
participant. Providing him with opportunity to make a commitment to a par-
ticular skill decision Is important and necessary to his being successfully trained
in meaningful einployment-thus the skill shopping center exposure.

Question 8. Mr. Knack, I take it that you would counsel this Committee to
provide for ewperimentation into different programs for training and employ-
ment of welfare recipients. What do you think the role of the private sector
should be if we did decide to provde such experimentation in H.R. I

Answer. I think the private sector should be encouraged to be innovative
and experimental in programming training and employment of welfare recipi-
ents. To this end, subsidy of wages where the private sector will become in-
volved is realistic as well as practical and in my opinion more economical. Sub-
sidy of wages will not 1)e an inducement to exploit labor if tie programs include
built-in checks and guides of responsibility. I personally would include the local
educational community in a cooperative effort to build, develop, implement and
guide the program. This could well serve to protect public Interest as well as in-
dividual interest.

The SUCCEED proposal represents a perfect example of the kind of experi-
mental program I think we should t ry. I'm delighted members of the Senate
Finance Committee thought so too, and I hope something affirmative can be
done to implement it.

Question 9. Mr. Knack, you indicated that the Morrivon-Knudsen Company, of
whih you. are the Director of Labor Relations, has adopted some policies based
on the information, and knowledge which you have received froma the SCOPE
program. Could you tell the Committee of any experiences in the private sector
related to your training programs which stand out in your m ind?

Answer. Perhaps nowhere in M-K's experience with training has the Issue of
Individual human dignity and cultural heritage been more strongly demonstrated
than in Puerto Rico.
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The depth of the native P1uerto Rican's feeling in his personal dignity and na-
tional heritage is exhibited by it clause In the labor agreement which stipulates
that each employee shall be furnished a iname tag and no workman will be a(1-
dressed as "dog, cat, or (ockroac',

This sensitivity toward individual and national pride was recognized at the
onset of our program. We were aware of this sensitivity and national pride as a
result of nlially diisVussio1s an(l conferences that occurred between members of
my staff at Morrison-Knudsen Company and staff members of the SCOPE
program.

Each workman iln Puerto Rico who was being trained for a skilled craft
position was furnished his personal tool set, which became his l)ernanent lrop-
erty and which enables lihn to pursue his trade after tie completion of hiti
training and, his employment with Morrison-Knudsen Company, Inc.
Tie Spanish language was used throughout all phases of the training program.

Anglo supervisors were en('otraged to learn and issue orders and instructions in
Spanish. The Training Coordinator was bilingual and all orientation, Job-related
education, and Sj)ee'ill individual counseling wias condu(,ted in Spanish. Standard
31-K safety regulations and policies were translated into Spanish. Company
movies with English soumud tracks were (lscused and explail:ed in Slpnish before
and after each showing. In cases where trainees were learning construction
terminology, and no Spanish equivalent was applicable, the trainees became con-
versant in the acepted English terni.
. As a part of their training curriculum, the trainees constructed their own class-
room where the jol-related edcuition phase of the program was (,on(luted, The
construction of this classroom wvas a coolperative, Joint effort of all trainees in
which each individual contributed the skills he had acquired il the training
program. When the erection of the classroom was completed, the trainees voted
to name it "M, L. Perkins Hall," in honor of the President of Morrison-Knudsen
Company, Inc.

Ini utilizing training in Puerto-Rico, the Company not only recognized the skill
requirements of the ttla - Kognlzel the need for individual dignity.
and the cultural heritage of ioor but proud people. The legacy that M-K leaves
behind in Puerto Rico is a (adre of well trained craftsmen who have lost none
of their individuality by their exposure to training and who now say with
greater emphasis: "Soy Orgullosa de Ser Puerto Riqueno"-(I am proud to be
P'uerto Rican).

The valuable experiences we gained-.n' ur RTPrta Rican exposure served us
to a great extent when we began to train Indians from Fort Totten near Grand
Forks, North Dakota. At the beginning of our training program, we discovered
a high rate of turnover when we brought Indians directly from the Reservation
to on-the-Job training. We turned this around by making a school on wheels out
of a lowbed truck, which we took to the Reservation 00 miles away. Here we
trained the Indians on the basic skills In the use of hand tools, how to erect scaf-
folding, and how to install forms. This mobile training was conducted from a
period of 24 to 40 hours. Those individuals who had such pre-training drastically
reduced our turnover, increased productivity and were highly acceptable in a
much shorter period of time. Their acceptance by other workers was also greatly
enhanced.

We had some extremely interesting experiences in working with the very
greatly disadvantaged and convicts. In one outstanding example, we begin to
train a former school teacher who had been convicted of a felony to become an
office manager. At the same time in about the same area of operation, we began to
train a young Black man from the Job Corps as a steam cleaner. Although the
Black man's record indicated ten years of schooling, it soon became apparent
that he could neither read nor write. We asked the former school teacher convict
if he would be willing to spend an hour a day trying to teach "Freddie" to read
and write. This was brought to pass and in January of 1971, Freddie wrote the
first letter of his life to his aged mother in St. Louis.

He has completed his training and is now voluntarily in Red Cross Reading and
Writing programs and has attained a thorough high school reading and com-
prehension capability. He had advancedhis classification in pay and at the pres-
ent time is now acting as th-e trainer-instructor for those who are being trained
on the steam cleaner. He is not only competent as a workman, but he has an apti-
tude to instruct and train others where he himself has been instructed and
trained.
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In reply to your question, Senator, I have purposely cited examples that are
in the nature of a cultural group, a group with a lost culture and the individual
application relationship. There are very limited examples of our successes and I
find myself faced wtih the difficult situation of keeping iy reply short in answer
to this question when I could respond to the temptation to go and on.

Question 10, Both as a member of the Finance Committee anld of the Interior
Comm ittee, I ant(t quite l restedd In the welfare of our Indian Citizen.s. I under-
8tand that you have sone Ideas In, this area and I would appreciate it If you
would outline the to the Committee.

Answer. We have been in discussion with the Inter-Tribal Council in Idaho
-as well as with representatives from the Flathead Reservations in Montana and
the Sioux Reservation in Montana concerning the development of broad training
programs. Particularly in the area of the Inter-Tribal Council in Idaho, we are
examining the possibility of converting all reservation projects Into training pro-
granis. We visualize the possibility of having all reservation work be exempted
from regulations which would prohibit the implementation of this concept,

As an example, where It would be contemplated to building housing facilities
on the reservation, we would proposee that such activity be'conducted under a
training program rather than as a construction award contract, that it coml*-
tent and able organization would be selected by the bid process not to construct
the facilities but to train the Indians on the reservation In all phases relating to
such construction. This would include management and supervision; office, in-
cluding all clerical activities, accounting, payroll, purchasing; engineering, in-
cluding surveying; and all other skills relating to the actual performance neces-
sary to create the facilities.

In this way, we believe that government expenditures on the Indian Reserva-
tion could produce the physical facilities originally\intended and for little more
investment provide the Indians with training on a broad basis that would enable
them to acquire entrepreneurship capabilities or skills through experience and
training which would enhance their employment opportunities both on and off
the reservation.

In discussing this concept with various Indian representatives, they have en-
dorsed It whole heartedly aind at the moment, I am in meetings with representa-
tives as heretofore stated to further explore this concept.

Questdan 11. Sinee the person who this Committee is most interested in. pro-
viding for under the welfare provisions of H.R. 1 is the another who has dependent
children. I would appreciate it if you would inform us of your experience under
the SCOPE program with this group of people. In. other wor(ds, what was Vou1r
erpcrience in. training and finding employnient for welfare others? What prob-
lents d1 V/on encounter?

Answer. In getting down to question 11, I have discovered that, In part, I have
answered this question in previous answers. But, In general, as we have worked
with young mothers, many of theem unwed, others whose husbands have disap-
peared, we have found their lack of work experience, training and Interruption of
education has contributed to an attitude of defeatism, and has seriously under-
mined their confidence. They are often confused and almost without exception
have nothing to offer in the form of ability Initiative or projecting usefulness.
They are almost always indecisive as to career selection. They seem to be
willing to accept the role of taking whatever crumbs might be offered them.

These young mothers often tell us that they do not feel acceptable to an em-
ployer. They are concerned about their acceptability on the part of other e~nploy-
ees. In spite of time fact that they might have gone through a training program,
this has contributed little or nothing to the building of an affirmative attitude.
Their negativism and defeatism has been fed by their inability to find employ-
ment after having taken training. This often resulted from training in fields
where no Jobs existed at the time that training commenced and none had ma-
terialized by the time training was finished.

This kind of dead-end training does a beautiful Job of creating a dead-end
attitude. These young mothers are skeptical about entering another program.
When encouragement is given to discuss Job opportunities and overall career in-
clinations. regardless of whatever training there may have been, and when that
individual in the course of such discussion begins to believe that they have an
involvement In the selection of a career or Job, we begin to see the dissolvement
of the negative attitude. Often the young mother is activated into discussion
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during such interviews when grooming and personal responsibilities become the
leading jubJects.

It is our viewpoint that these young women have had all of the lecturing and
sermonizing and training words they can absorb. We studiously avoid talking
about orientation and counseling, and we avoid semantics associated with group
participation identification. We never send one of these people out to an employer
until we are certain we have convinced then and that they believe that that par-
tcular employer is interested and willing to help them become competent through
on-the-Job training.

We have conducted human relations discussions and seminars with employers
and we find them-particularly those who do not fall into the category of being
large employers-being a very fertile field of employment potentiality. These are
employers who are often understaffed in the first place and to whom efficiency
and a competent employee is essential for survival. Usually, it is a blend of an
individual who needs a Job and an employer who needs to have that Job filled.

As I furnish the answers to the questions I have been asked by Senator Jor-
dan, I once again wish to emphasize to the Committee that those of us who have
been involved in these efforts are firmly convinced that much that has not been
done heretofore can be done. Again, I would like to emphasize that we must
not stop our efforts because somebody says what is being done is duplicating
what somebody else should be doing. This kind of reasoning and rationale is
never understood by the individual who has not yet been helped and who is still
in need of that help.

The CHAIRMAN. The hour is now 12:30 and I would suggest we stand
in recess until 1:30, at which time we will seek to hear the remaining
witnesses.

(Whereupon, at 12:30 p.m., the hearing was adjourned, to reconvene
at 1:30 p.m. this date.)

AFTERNOON SESSION

The CHAIRMAN. The next witness will be Mr. William Thompson,
speaking on behalf of the United Presbyterian Church, accompanied
by Miss Dorothy Height, vice president of the National Council of
churches; and Hobart -Burch, general secretary for health and wel-
fare of the Board for Homeland Ministries, United Church of Christ,
iii behalf of the National Council df Churches and other Protestant
organizations.

We have allowed, I think, 20 minutes for this statement here, as I
recall it, have we not?

-Senator BYRD. Mr. Chairman, could I make a, brief statement before
Mr. Thompson testifies?

The CHAIRMAN. Other Senators will be along shortly. Yes, go right
ahead.

Senator BYRD. Mr. Chairman, I would like to state that the Armed
Services Committee has been meeting simultaneously with this com-
mittee. This committee has been meeting every day, almost every day,
for several weeks. The Armed Services-has been meeting most of the
day in recent days and I am the only Member of the Senate who is on
both of those committees and for that reason it is not possible for me
to be here all of the time, but I want to have the record show I am
tremendously interested in these hearings and I will spend as much
time as I can here, consistent with the simultaneous meetings of the
Armed Services Committee. Thank you very much.

The CHAIRMAN. Go ahead, sir.
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STATEMENT OF WILLIAM THOMPSON, STATED CLERK, UNITED
PRESBYTERIAN CHURCH, U.S.A., ACCOMPANIED BY DOROTHY
HEIGHT, VICE PRESIDENT, NATIONAL COUNCIL OF CHURCHES
OF CHRIST -IN THE U.S.A.; AND HOBART BURCH, GENERAL
SECRETARY FOR HEALTH AND WELFARE, UNITED CHURCH OF
CHRIST BOARD FOR HOMELAND MINISTRIES

Mr. TioMisoN. Thank you, Mr. Chairman.
My name is William T1 hompson. I am it lawyer aond I was engaged

in private practice for 20 years. Since 1966 I have served as stated
clerk, the permani t executive officer of the general assembly of the
United Presbyterian Church in the United States of America. The
general assembly is the highest governing body of my denomination.

On my right is Miss Dorothy Heig1ht iwho is testifying today in her
capacity as a vice( )resident of the National Council of the Clurches
of Christ in the UT.S.A. Miss Height also serves as director of the Office
for Racial Justice, of the Young Women's Christian Association and
is president of the National Council of Negro Women.

oni my left is I)r. Hobart llurch, general secretary for health and
welfare of the Board for Homeland Ministries, United Church of
Christ. Dr. Burch is a former public assistance caseworker and has
served as Assistant to the IT.S. Commissioner of Welfare in the De-
paitment of Health, Education, and Welfaie. He earned his doctorate
in social welfare f rom Brandeis University under Charles Shottland,
former Commissioner of the Social Security Administration.

As you have yourself indicated, Mr. Chairman, our testimony to-
day is given on behalf not only of the United Presbyterian Church,
the National Council of Churches and the United Church of Christ
Board for Homeland Ministries but also for several other Protestant
organizations. Representatives of each of these organizations are pres-
ent in the hearing room today, and I shall identify the persons from
each of those organizations and ask them to stand.

The first is the United Methodist Church Board for Christian Social
,Concerns; the representative is I)r. Luther Tyson; Presbyterian
Church in the United States, Mr. Thad Godwin; the executive council
of the Episcopal Church, Mr. Woodrow Carter; the United Church of
Christ council for Christian Social Action, Mr. Ted Dudley and Miss
Laura Queen; the Christian Church (Disciples of Christ) Mr. Fred
Hofrichter; the American Baptist Convention Division oi Christian
Social Concern, Mrs. Joan Henderson; the United Methodist Church
Women's Division, Miss Ruth Gilbert; the Joint Washington Office
for Social Concerni, representing the Unitarian Universalist Associa-
tion, the American Ethical Union and the American Humanist Asso-
ciation, the Reverend Robert Jones and Mrs. Eleanor Payne; and the
Church of the Brethren, Miss Nancy Long.

Our testimony today is rooted in the policy statements and resolu-
tions adopted by the governing bodies of each of these organizations.
That we can testify before you together is possible only because of
the high degree of consensus that exists ii these position statements.
These policy statements and resolutions listed here is our testimony-
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I shall not read them--are attached as an appendix to this testimony
and I ask that they be incorporated in the record. °

I should like to interpose this explanation: I do' not presume to
speak for all of the members of all of these organizations. I do speak
on behalf of their official bodies which have adopted the position
papers which are attached to the testimony.

I shall abridge some of the testimony in order to conserve our.
time.

Mr. Chairman, the organizations testifying before you today want
reform, of the present welfare system. The present system, if indeed
it can be called a system at all, fails in virtually every respect. Of the
26 million persons who even by the Goverimenp'o minimal definition
of poverty are classified as poor, the federally aided welfare system
reaches barely half. Of those that are reached, none receive an ade-
quate level of benefits anid in most States the benefits are so inade-
quate as to simply perpetuate the recipient's previous condition of
poverty.

Standards of eligibility and benefits are geographically inequitable;
In half the States the system encourages family breakup by refusing to
help the family while the father is still in the home. It encourages
dependency ana discourages efforts at self-help by confiscating most of
a recipient's earnings. It fosters a destructive enmity between the
worker and the recipient by excluding the working poor from all
benefits. It is administratively chaotic and frequently fails to treat the
recipient with the respect due him as a human being.

We want reform of this system; but we believe that that reform
ought to proceed on the basis of facts, not on the basis of self-serving
myths. The fact that seems to be most forgotten in the debate around
welfare reform is that we are talking here, in connection with welfare
reform, about people, not about things or objects but about peo le,
people who are children, who are aged, who are blind, who are disabed,
who are mothers with dependent children or who work full or part time
for lessthan a living wage. We are talking about human beings, people
like you and like me who lack income sufficient to their basic needs.

It is because title IV of H.R. 1 forgets that fact that we testify
before you today. Title IV leaves intact the discrimination between
the so-called "deserving" and "undeserving" poor that are manifest in
the present system. It does not even approach 4n adequate level of
benefits. It would perpetuate chaotic administration. Most seriously,
it would impose upon the poor a system of governmental control and
coercion that treats the recipient as an object to be manipulated rather
than as a human being to be helped.

Title IV of H.R. 1 fails as welfare reform because it is founded on
myths about the poor that have no foundation in fact) myths that
would have us believe that it is not the welfare system that has failed
the poor but the poor who have failed the system. We want to look at
these myths and unmask them for what they are.

The central myth is that the welfare rolls are filled not with people
in need but with able-bodied loafers. Yet the facts show us that as of
April 1971 over half-55.5 percent--of the recipients in the federally -
aided welfare categories are children. Another 9.4 percent are blind
and disabled. Another 15.6 percent are aged. This means that as a
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minimum 80.5 percent of those receiving welfare benefits are, by. vir-
tually any definition, unable to work. Statistics further show that able-
bodied unemployed males comprise only nine-tenths of 1 percent of the
recipient p)opulation. Most of these. want. work; indeed, about half of
them are enrolled in work training programs.

But it is asked, "What about the mothers; can't they work?" Mothers
with dependent children constitute 18.6 percent of welfare recipients.
Of these 2.5 million mothers, about 14 percent are already working and
another 7 percent are in work training. Of the remaining 79 percent,
approximately 40 percent have little or no employment potential
because they care for small children at home, have major physical or
mental incapabilities or other insurmountable work barriers; and
another 4 to 5 percent have employment potential that is severely
limited and would require major rehabilitative services to make-
employment possible.

The remaining 8'5 percent could work if day care were available for
their children, if job training were available, and if jobs were to be
had. Yet, despite the fact that a maximum of 56 percent of welfare
mothers can be considered potentially employable, more than 70 to 80
percent of them consistently report that they would work if they could.

Furthermore, the unemployment rate, the general unemployment
rate, in the whole job market now exceeds 6 percent. This means that
more than 5 million workers in the Nation's labor force are unable to
find work, many of them with skills that employers find preferable to
those possessed by welfare recipients.

In short, it is a cruel myth to suggest that people are on welfare be-
cause they refuse to work. It is even crueler, in the face of the recipi-
ent's desire to work if he can, to put into legislation a forced work
retirement, as has been put into title IV of H.R. 1.

Another pernicious myth would hive us believe that the welfare
rolls are rife with fraud, that welfare recipients get on the rolls and
stay on the rolls by falsifying. information about their real income.
Yet, according to HEW statistics:

Suspected incidents of fraud or misrepresentation among welfare recipients
occur In less than four-tenths of I percent of the total welfare caseload of the
Nation, Cases where fraud is established occur even less frequently.

In a release dated January 3,1972, HEW reports that.a preliminary
survey shows that about 4.9 percent of the aged, blind, and disabled
cases and 5.6 percent of AFDC families are ineligible for benefits. But
the report emphasizes that:

Most of the errors were identified as honest mistakes by the State and local
welfare agencies or by those who received the payments: Cases prosecuted for
fraud amount to less than 1 percent of the total.

Far from justifying accusations of fraud, these statistics indicate a
remarkable record of compliance with the regulations. Yet title IV
of H.R. 1 refuses to recognize this and instead would continue to clutter
the welfare system with checks and rechecks, innumerable investiga-
tions, and volumes of paperwork. It would continue to make of the
social worker an investigator to be feared rather than someone to be
welcomed.

There are other myths as well: Myths, for instance, that recipients
have more children simply to get additional welfare benefits, that most
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welfare children are illegitimate, that the rolls are primarily black
that once a recipient gets on welfare he stays on welfare. Each oi
these stereotypes can b' and has been rebutted by the Government's
own studies and statistics.

Yet the myths persist. We suggest, Mr. Chairman, that they persist
for one fundamental reason that is, that'people find in these myths a
convenient excuse for avoiding their own responsibility. If one can
believe that the welfare rolls are filled with able-bodied loafers, then
one can justify supporting a program that provides meager benefits
and that would force people to work. If one can believe that welfare
recipients are cheats, then one can justify requiring extensive inves-
tigation of every bit of information provided by a welfare recipient,
can justify requiring recipients to reregister every 2 years, can justify
cutting benefits while hiring additional welfare investigators.

T1 one can believe that we fare mothersw have more children simply
to get more money, then one can justify putting a maximum on the
amount of benefits a family can receive, regardless of size. If one can
believe that it is the fault of the poor person that he is poor, then one
can justify a program that is punitive and coercive. If one can believe
all of these myths, then one can justify a welfare program such as
that contained in title IV of H. R. 1.

We reject these myths, Mr. Chairman, and we find unacceptable
legislation that is founded upon them. Title IV of H.R. 1 would rele-
gate the poor to the status of second-class citizens, citizens whose lives
would no longer be controlled by themselves but rather by the Govern-
ment. We cannot assent to this encroachment upon the independence
of some of our citizenry. In the name of reform, title IV of H.R. 1
would impose on the poor a system of controls that should arouse the
outrage of every sector of society. In our judgment, title IV is not
only inadequate, it is dangerous.

We turn now to a detailed analysis of certain suggestions which we
consider important. I shall simply summarize them.

The first concerns the central question to be asked of any welfare
reform proposal, and that is whether it provides those in need a level
of income adequate to purchase the basic necessities of life. Title IV

-fails to provide adequate income.
The poverty index is not a valid indicator of need. The Bureau of

Labor Statistics' lower standard budget is preferable, and it is con-
firmed by the popular estimate as reported by a recent Gallup poll.

The second concern is in the area of work requirements. Title IV
would impose an unheeded and coercive work requirement on re-
cipients that will only serve to create a pool of cheap labor. The real
problem of work stems from the failure of the present system-to in-
clude the working poor and the present system's disincentives to the
recipient to actually engage in gainful employment.

Tle third concern is in the area of day care. In this particular area
we are concerned because title IV of H.R. 1 contains the flaw that day
care provisions were created not to serve the child but only to permit
the mother to go to work. The children are treated simply as some-
thing to be gotten out of the way so that the mother can leave home,
not as persons in their own right.
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The fourth area of our concern is in the field of rights and protec'
tions. Because the welfare agency would hold virtual life and death
power over the recipient, there must be assurance that the recipient
is informed of his rights and that he has a fair and just appeal pro.
cedure, including both administrative and judicial review, when he
thinks his rights have been violated.

These are the concerns that are discussed in our written testimony
in some detail.

Additional comments aie included indicating that title IV would
eliminate the current-need test now used to establish eligibility, and
substitute a 12-month accounting period as the basis for determining
need. It would permit the States to impose a 1-year residence require.
ment for any supplementary payment in contradiction to the Supreme
Court decision in the Shapiro case. It would undercut efforts by recip-
ients to improve their skills by denying benefits to family heads who
are full-time students.

It also fails to specify which governmental agency ha, the initial
responsibility for determining eligibility and employability and, hence,
it promises further administrative confusion. It would subject welfare
recipients to federally defined penalties and obligations not applicable
to the rest of the popilatibn.

Now, despite all of these objections which we have lodged to title
IV of H.R. 1, we hope it is clear from our testimony that we do want
reform of the Nation's welfare system, but that reform must serve
the needs of people, not the projections of self-serving myths.

We have the opportunity now to establish in this country a guaran-
teed minimum income that will assure that no one is needlessly with-
out the basic necessities of life. We have the opportunity to create a
system that responds not to arbitrary categories, and not to distinc-
tions between the so-called deserving and undeserving poor, but to
human need.

From our perspective, we have not only the opportunity but the
responsibility. The only bills that presently embody the kind of wel-
fare reform "that we are talking about are S. 2747, the Family Income
and Work Incentive Act, and S. 2372. the Adequate Income Act.

We urge this committee to give the fullest consideration to the provi-
sions of these bills to reject the present punitive philosophy and provi-
sions of title IV or H.R. 1 and to report the kind of welfare reform
bill that will help heal the divisions that permeate our society today.

Thank you very much.
The CHAIRMAN. Well,-the indications I have are that the proposal

that you have would have a guaranteed minimum income level of an
average of about $6,300; is that correct?

Mr. Tuompso-x. That is correct.
The CHAIRMAN. For a family of four, and our estimates are that

would benefit 112 million recipients and it would cost about $72 billion
of additional taxes a year.

Now, that is more than 50 percent of the population that would be
on the taking down end, based on our existing population. It would
cost about $72 billion, and I don't think I would vote for it if I am
not willing to vote for the taxes to pay for it. The wage earners who
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would be paying for this would pay an average of about $1,200 per
wage earner i additional taxes.

o you think they will vote to keel) us in office if we do that to them?
Mr. Tiioipso-.s. I don't think, Mr. Chairman, that we have to get

all of this money from additional taxation. I think we could do somez in the area of reordering priorities. But if additional taxation is in fact
required then we favor that additional taxation.

he CHAIRMAN. Well, now, this is what you are recommending,
though, just in the welfare area. I assume your people also favor these
additional health benefits. For example, just the Kennedy bill alone
would cost us $56 billion. The House sent us over-and I assume you
would favor providing health benefits to disabled, and I feel confident
you would support that if you support this-that would cost about
$5 billion a year, so we have day care proposals, such as the President
vetoed because that would cost $5 billion a year.

What would your attitude be toward that one?
Mr. ToiNpso-x. We favor those day care proposals.
The CH\AIRMAN. So if we are going to do these other things-provide

additional health care and provide for better highways .and cleaner
cities, cleaner air, these various other things-if you can save some
money by cutting back on national defense, it is very probable that it
would solve in any other area, so I don't see how you could very well
favor this without favoring other things that also have a claim and
count on doing this by reducing expenditures; because the other things
we would like to do pretty well consume the savings that we might
make by cutting back onlnational defense. And do you really think if
we are going to tax the average working man another $1,200 a year
that he will vote to keep any of us in here?

Mr. Tito-,PsoN. I can't comment on the political aspects of that.
The CIAIRMNA. Well, frankly, sir, I bit that bullet. on occasion and

we raised, before I came here, we raised the State taxes 50 percent at
one session of the State legislature and we provided probably the most
liberal welfare program in the United States in doing it. I think that
the popularity of the administration that I was a part of in the State
doing that went from the top of the mountain down to the bottom of
the ocean at the time we did that. I did manage to survive politicafry
but it was not easy. I skinned it by about one-half of 1 percent.

Senator Anderson?
Senator BENF.Tr. You have made the point that I think should be

made.
The CIAIRMAN. Thank you very much.
Miss HEIGHT. Mr. Chairman, I do think, though, one of the very

major points in the kind of thing we are projecting in'calling for
reform of the welfare system takes that into account, that. with a
change in the whole system a great deal that now is there in terms of
overhead costs for investigations and checkings and that kind of thing
would then go more directly into the hands of people.

I think that this is not so visionary because it recognizes the amounts
that now are expended in the administration of what is a system that
is neither satisfying to the people nor the Government.

Senator BENNE'IT. May I comment?

72-5730 - pt. 3 - 20
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Do you think, if you are going to increase the number of people on
welfare and increase the temptation for people to move onto welfare
because you greatly increase the benefits, you are not going to need
more investigation rather than less? Are you going to open the field
wide and say, "Come and get it," or are you going to realize when you
are dealing with funds in the quantity that the chairman is talking
about we are probably going to have to have tighter administration
rather than looser administration or the costs will be up even above
those that we have estimated?

Miss HEIGOT. I think, Mr. Senator, that when we achieve a more
humane system, we will really need less of the policing. The part that
is absorbing a great deal of expenditure now is that we are trying to
police and so control the lives of people that the point that this testi-
mony makes about the way in which we are destroying incentive for
self-support, incentive for self-development, is a very crucial one, and
T think what we are doing is we are looking at the future through the
worst of the past and this is, to me, at the heart of the kind of change
that has to take place in this country.

When we talk about people under H.R. 1, where they may be work-
ing or may be forced to work where they are not earning a-decent wage,
and they have to be policed to make sure that they stay within this, we
have a cumbersome system that absorbs much of the whole economy.

Senator BENN'ETT. Well, do you believe that if people can get $6,500
a year or, as a witness told us lat night, $7,800 a year on welfare with-
out any thought of having to go to work, that you have got any incen-
tive for people to work? I think you have raised the welfare level to
the point where a good many people who are now working will have
every reason Just to quit because they can't make $6,500 a year.

Mr. THoipPsox. Our judgment, Mr. Senator, is that they will still
have the incentive to work.

Dr. Burch would like to respond further.
Mr. BVRCII. In terms of increasing the benefits and the effect, I

would like to point out that the fraud level, according to the HEW
statistics that we quote on page 6-

Senator BENNETr. I am not talking about fraud.
Mr. BtRn. The suggestion about fraud-
Senator BENNETT. I am not talking about fraud. I am talking about

the incentive of a person who is perfectly honest to decide that these
legal benefits are here to be legally claimed and why should he go to
work or should she go to work?

Mr. BURGH. There are three reasons why people will still be work-
ing: First, there is in all of the proposals before the Senate built in one
or another version of the work incentive so that the person working
always is better off financially than the person not working.

Second, there is a very strong cultural effect in -our society that it is
desirable to work and that most people feel more dignity and pride if
they have the opportunity to work than if they don't; and there are
many, many poor people now working at below welfare levels of in-
come because of this.

Third, there are work requirements and they are not eligible for
benefits if they are able to work.



1479

Senator BENNETT. But we have just been told in your testimony
that this is punitive and people should not be required to work.

Mr. Buncii. We did not state that there should be no work require-
ments. We stated conditions of work requirement.

Senator BFNNETT. I don't want to prolong the discussion, but to ask
us to vote to increase the bud get of the United States by approximately
one-third or on the basis of the testimony we heard last night approxi-
mately 50 percent, for the sake of making additional benefits which in
terms of wage levels in my State would bring a welfare mother up to
the equivalent of the wage of a man at the lower level of management
in business with all the responsibilities that go with it, I just can't
agree that you are going to solve the problem by raising benefits up to
$6,500 or $7,800 a year. You just increase the number of people who
will find it easier to go on welfare than to work.

Mr. BuCI. Well, then, what would you define as the level, the min-
inum level, for decent living that you or I could get by on if we had to?

The CurIRuMA. Well, I am not sure but that it is the responsibility
of the Government to provide money for everybody in the United
States at what they would call decent living without some pressure and
some responsibility for them to make a contribution of their own. This
committee has act to wrestle with the tradeoff between the amount of
money the Government can afford to provide and the amount of money-
that people would like to have.

We cant have them both.
Miss HEIGHT. Mr. Chairman, I think that a very crucial point is

that-it seems to me-that we are equally enraged at the thought that
people would be required to take anything described as work whether
or not it provided a living wage, and I tlink that a part of what is
equally crucial before this Nation is that we react very strongly to the
idea of a $6,500 minimum annual income based upon our B LS statis-
tics, but we are not equally concerned that under this kind of legisla-
tion we would have a situation in which many people would be forced
into work.

For the black people in this country we had complete, full employ-
ment under slavery, Idon't want --

The CHAIRMAN. Are you telling the committee you equate the Pres-
ident's bill with slavery?

Miss HEIoT. No. I think any situation that calls for people to be
made to work regardless of whether they are paid or at what level they
are paid is setting this country back from what I think many of us
dreamed was-t new step forward when the idea of welfare reform vas
presented, and I believe that work certainly is within the whole Prot-
estant ethic, the ethic of work, but work must.also be just-there are
many ways in which people work and contribute to their community
and many of the people who are poor and who are not now on welfare
rolls contribute voluntary services and other things trying to make do
and make their community move ahead.

People need to have a sense of stake in their community and in their
ociey and I think that is one of the things that we are making a

plea for.Senator BExN nTT. I am not going to continue this.
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The Cm I mx. Isn't there a passage somewhere in the Bible to the
effect that those who will not work should not eat? Cali you refer me to
that particular passage?

Mr. Tno.NtipsoN. I think there is some---
The CHAIRMAN. It was not said by Jesus but, said by one of His

apostles.
Mr. Titoupsox. There is somo language like that in the Bible.* I

think the entire thrust of the Now Iestament is quite contrary to that.
I think it concerns the welfare of tie people. When our Loild found a
group of people out in the countryside hungry, He fed them.

The CHAIRMAN. Well, there is a parable-cdidn t t the parable of the
talents point out where one person with two sons would give? That was
one by the Master Himself, where the father gave to two servants, and
one took what was given to him and used it, well; and the other did
nothing but bury his, When He came back He took from the one who
had not made good use of the talents to give to the one who had made
good use of it. Does that support your argument?

Mr. TnoexPsoN. It supports the part of our argument in which we
urge that there be incentives for the man to work. We do not favor
denying a person who is unable to work the living Wage-the neces-
sities for living at a decent level.

Miss HmoHT. I think it also clarifies one of the myths which is that,
so much depends upon what happens, what talents the people have,
when in our society now with growing technology people who do not
have skills will not find themselves able to find much in the way of
work in the labor market. So it is not a fault of the people that they
cannot get work most of the time now. It is the growing gap between
the job requirements and the skills that they have.

Senator CURTIS. Mr. Chairman these distinguished witnesses have
spoken for a great many people today allegedly, so I would like to have
the record show something about the background of each.

Mr. Thompson, have you had any experience in welfare adminis-
tration?

Mr. THOMiPSON. No, sir. I am a practicing lawyer. I have recently
been elected, as you know, Senator Curtis, to be' the stated clerk of
the General Assenbly of the United Presbyterian Church.

Senator CURTIS. Have you had any experience related to the welfare
field?

Mr. THOMPSON. No, sir.
Senator CuRTrs. How about you, Miss Height?
Miss HEIGHT. I am a professional social worker. I am a graduate of

the New York School of Social Work. I worked in the department of
welfare back in the days of the early home relief program. I was the
first black person to serve as personnel administrator in welfare of
the city of New York. For 10 years I served as a member of the State
Board of Social Welfare of the State of New York and Senator Wise.
who is one of the people testifying shortly. was presiding over the
committee before me; and I served on Mr. Ribicoff's Ad Hoc Commit-
tee on Social Welfare under the Kennedy administration; and last

*II. Tbessalonians 8:10.
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year received the National Conference of Social Welfare's distin-
guished service award for work in the welfare field. I am at the present.
time the nominee for president of National Conference of Social
Welfare.

Senator CURTIS. And Mr. Burch?
Mr. Bvci. I was a public assistance caseworker in New York City

15 years ago. They called us social investigators at the time. I have
worked in the Department of Labor here in Washington where I was
among other things, involved in the task force that developed the
Neighborhood Youth Corps. I have been assistant to the U.S. Com-
missioner.of Welfare from 1965 to 1967, up until the time of the
organization of the Social and Rehabilitation Services.

I have been involved in welfare, voluntary action, citizen action
capacities in the interims between these times, that is, before 1964 and
since I left the Government in 1969.

I have also been involved at other times in innercity church work
with poor people of various ethnic groups and my most recent pro-
fessional activity in welfare was last year when I was consultant to
the Puerto Rican welfare program, at the behest of t~e Department
of Health. Education, and Welfare.

Senator CIRTIS. I won't take any more time.
Senator FAN-NIN. I am sorry I was not here but I have read the testi-

mony and was looking over the testimony and I would like to ask a-
few questions.

I just read part of your testimony relating to work requirement.
I don't know whether you saw the article in the Wall Street Journal
this morning. Did you happen to see the article in the Wall Street
Journal ?*

Mr. Tiio.fPsox. I did not.
Senator FANNIN. As you indicated, HEW has said less than 1 per-

cent of welfare recipients are able-bodied males. Today's Wall Street
Journal questioned the accuracy of this figure and they say:

Is the figure accurate or has HEW been too generous in interpreting who is
ablebodied? For example, it recently came to light that the Pennsylvania De-
partment of Public Welfare had entered into a formal plan with HEW's regional
office in Philadelphia to permit any physical impairment of either parents, how-
ever trivial, to qualify the family for federal and State funds under the Federal
work incentive program. Those with no more impairment than the need for
eye glasses qualified the family for cash, food stamps and free medical aid.

Further, the article states:
As part of its denial that many welfare recipients are unemployable, HEW

makes the point that mothers and children get most of the money spent for
welfare.

And they go on to say:
This is true in the sense that mother cashes the check. However, the indirect

but actual beneficiary is more often the absent father. If he leaves his family
and lives alone, he can spend all his wages on himself. If lie lives with a woman
who is not his wife, he is similarly favored in an economic sense especially if
she is on welfare or employed and their incomes are merged. If he makes
clandestine visits to his own home, his paycheck and his wife's welfare check
in combination give the separated family a double income.

*See article printed at page 1909.



1482

Would you like to comment on that?
Mr. TiiomPsoN. I would say, Senator Fannin, that your quotation

from the Wall Street Journal points up the need for additional, re-
liable research, one of the matters that was being discussed before
luncheon.

So far as the abuses which you describe at the end of the quotation,
in my judgment, it is deplorable that the statutes of the United States
encourage that kind of abuse.

Now I would like to ask Mr. Burch to respond to the technical
aspects of your question.

Mr. BURCH. You asked about the accuracy of the HEW figures?
Senator FANNIN. Yes; that's right.
Mr. BunCH. Well, I have in my mind here something called "Wel-

fare Reform or Is It," al address by Senator Long, and it contains
some statistics in the back on the status of fathers in the program;
and it shows that there are approximately 79,000 husbands and fathers
who are receiving welfare benefits, most of whom are working or in
training or awaiting the opportunity for training for work because
this is a requirement of the welfare program.

He also lists another 45,000 fathers who are taking care of children,
so if you add those figures up they will come out somewhere in tho
range of 1 percent of the approximately-what is it now-10 million
welfare recipients in this country. So there are in addition, however,
probably a larger number of men who are receiving welfare in the
nonfederally assisted general assistance or home relief category that

"' varies widely from State to State and the figures that HEW uses are
referring, where they say 1 percent, only to the federally assisted wel-
fare categories.

I don't have information at hand about the question of, where are
the fathers, who are not on welfare, of children who may be on wel-
fare ; -I can't answer that part of your question.

Senator FANNIN. Well, aren't these figures misleading when you say
1 percent, because if you are talking about the total people on welfare
and then you talk about 1 percent now, what do you take a family of
three, three and a half or four, what do you take it to be?

Mr. BURcH. That is 1 percent of individuals on welfare, not 1 per-
cent of cases, of course.

Senator FANNIN. That's right. That is a misleading part about it, is
that you are talking as if it is of very little consequence; whereas, what
would it be, 4or 5 percent, if you take it down as far as the individuals
vho are receiving benefits or their families are receiving benefits in

that category?
Mr. BURCH. Well, again, according to the figures that are in the back

of Senator Long's presentation, these statistics ..show from 1969 1.6
million families, if you want it in families out of which there are
somewhere in the vicinity of 100,000 possible employable men. That
might be 1 out of 16 which would be more like 5 or 6 percent of AFDC
families which have a man in the house who is not legally disabled.

However, I might add that the present restrictions against males,
adult males in welfare are the reason for suoh a low figure.. I mean, it
is current welfare policies that are responsible for that low number.
There are many more poor men than that.



1483

Senator FANNIN. In the statement, in the testimony about the work
requirement, are you aware that certain welfare organizations have
publicly stated that through legal maneuvers they could keel) any wel-
fare recipient from accepting a job?

M r. BxTRci. I have never heard that and I have been il close rela-
tionships to the organization of recipients.

Senator FANNxI. Wouldn't it be more desirable for people to accept
low )aying jobs rather than continuing to accept welfare payments?

Mr. Butc ti. Would you repeat that, please?
Senator FANNIN. Wouldn't it be more desirable for people to accept

low paying jobs rather than to continue receiving welfare payments?
Mr. B LtTRui. For a person who is employable and assuming that a job

is a job that meets the Federal minimum standards of wages and work-
ing conditions and safety and all of these things, by and large I would
say that it is desirable that such a, person be working and that there
should be some benefit to him from working.

Senator FAN NIN. Well, should there be any different standard for
that person than for any other person, other people, I mean?

In other words, are you going to set a standard for that person?
Mr. Buicti. All poor people need tlhe same protection.
Senator FAIN NIN. Poor people-all P eople need the same )rotection ?
Mr. Punwcu. Absolutely.
Senator FANNIN. I am just saying if you are going to set standards

aside just for the people you are talking about, how about the other
people who are working land fley are accepting jobs pei~haps below,
beneath their dignity inmany cases. Don't you think that every citizen
in this country, if they considered what was suitable for employment,
we would have many people out of work? There are many leople who
don't like their jobs' but they keel) working because it is necessary for
them to take care of this family. Shouldn't that be a criterion and
consideration n?

Miss HEIGHT. Senator Fannin, I think one of the reasons we have a
minimum wage principle established in this country is also because we
are striving to have people work at some kind of a living wage. I Just
came from living in a, part of the country where people 'are, working
far below the minimum wage-even below $1 an iour; so, therefore,
when we say any job, any paying job, I think we have to say, are we
not prepared to stand behina the idea that a person should have a
decent minimum wage?

Senator FANNIN. Well, now, a decent wage is a- lot different than
what you talk about a minimum wage. It depends on the job,.the per-
son involved, whether or not they can produce. Isn't job production a
measurement of a wage, job production of what they produce and
what they are able to do'? If we take a. minimum wage and we get it
too high, we preclude many people from having jobs; isn't that true?

Miss HEIGHT. Yes; but I think when we think in terms of the cost
of living, that people still have to have a minimum income in order
to maintain themselves and their families.

Senator FANNIN. I agree; I wish everyone could have an income
that would take care of them and their families but, at the same time,
I think we must look at it from the standpoint of what will produce
that minimum income," "-hat will produce that minimum income, what
is best from the standpoint of the regulations to produce that result;
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We have so-much trouble in trying' to determine just what is in effect
and whether or not a person is worYing or whether they are working to
their capacity or whether they are taking jobs that should be satisfac-
tory to them. Let me read one section here, "In the event of the issu-
ance of a subpena for the case record for any agency representative to
testify concerning applicants or recipients'-" this is talking about
where somebody is on welfare and whether he is going to take a, job,
"-the court's attention is called through proper channels to the statu-
tory provisions and the policy of rules and regulations against dis-
closure of records."

Isn't this working against what we are trying to accomplish?
You can't determine whether a person is'being treated fairly from

the standpoint of their obligation to the other people who are involved
in work programs.

Miss HEIGHT. But it seems to me, Senator, that as we are working
on trying to stabilize lives in this country, we have to start from an-
other vantage point and that is what does it cost a person to live and
for a family to live. The person who is on welfare or who is earning
$10 a week has to pay th6 same for bread and for other things that
other people pay.

I think this is a part of what we are trying to make a plea for, and
that is a beginning; if we are going to make a reform in the welfare
system, then we need to make it start from a level of respect for the
fact that people need certain kinds of things in order to live. The
poverty level has been defined in this country several times.

Senator FANNIN. It is my desire to see that we take care of those in
need 'but it is not my desire to say that someone should be paid on the
basis of need, because on that basis a person who was earning more
and working harder and producing more would not be compensated.
Maybe he wouldn't need any more than a person who was not trying.

Miss HEIGHT. I understand that but what I am saying, Senator, is
when we talk in terms of $2,400 it is not to say that $2,400 is not useful:
it is. But $2,400 is below what it costs a family of four to exist, and
that is the principle behind the basic annual income behind the basic
concept that we have here, of a minimum, decent standard. -

Senator FANNIN. Well, of course, my belief is that we should strive
to hold jobs in America; we should try to provide the best jobs we can.
But at the same time we must realize we are in competition with other
countries in the world and we have now priced ou-rselves out of many
markets so we have people unemployed because in these markets, the
manufacturer of those products is going overseas. We see it every day.
Whether you are talking about shoes or textiles or you are talking about
electronic equipment, 90 percent of all the radios are manufactured
outside of this country. If we continue -a policy---based on produc-
tivity-we are going to end up in deeper trouble with more people un-
employed and greater problems as far as taxes are concerned for those
who are employed.

Mr. BURCH. I think maybe -we have found several points of general
agreement. One is, we seem to be in general agreement that able-bodied
employable persons should be given the opportunity to work and should
work. I think this is u -general point of agreement, and certainly the
several million people who are currently unemployed will probably
agree very strongly with that.
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Perhaps ive have one question that is debatable between us as to who
is available for wbrk andbasically, the only point on which we are-
likely to have some difference on this is the matter of responsibilities of
mothers for taking care of their children.

Second, I think we are in general agreement that it is desirable to
-have the best feasible standards of wages and working conditions in
our country. Perhaps a point that would be worth discussing is whether,
when a person is in a situation of being forced involuntarily to take a
job, he needs perhaps a little more protection because he is more
vulnerable to abuse than the man who is in the completely free
market.

And, third, I think we are also in agreement of giving support to
people who can't work that will adequately meet their needs, though
we might disagree on what adequate is, right?

Senator FANNiN. No, the handicapped, the blind, and all those who
cannot take care of themselves, I want to do more for them, not less.

Mr. Buncti- Would you also be supporting there, let's say, assist-
ance to people who are employable but who are not able to find a job
but are trying?

Miss HEIGhT. But wouldn't you also have to say the most consistent
deterrent to many of the people we have been talking about on welfare
not getting work is racial discrimination, and it may be that as oppor-
tunities are opening now those opportunities are opening for the peo-
ple with the highest levels of skills, and that those who have had the
least education, the poorest education, and the least skills are the peo-
ple who may be able-bodied but they do not have the skills that it will
take to get the work?

Senator FA NNN. As I understand it, there are hundreds of thou-
sands of jobs available to people for housework in this country and
I know how difficult it is to get somebody to do housework. I imagine
most of the members of our Finance Committee have experienced
the same, have had the same experience I have had right here in Wash-
ington, so I would say the fact is there is testiffiony of even greater
numbers of jobs I am talking about being available if the people ac-
cept these jobs.

Miss HEIGHT. Well, as a black woman, I would have to say that
despite the fact that we have entered every field of work that women
have entered we are still clustered in the service trades and almost
50 percent in household employment, and I spend as much time as
anything on trying to upgrade household employment because we
have literally hundreds of thousands of women today who are work-
ing in households for less-than a decent wage.

I was just this past weekend in Chickasaw County in Mississippi
where people were telling me they are working 6 days a week; they
earn $2 a day. Now, I think that this is not something toward which
it would seem to me a distinguished Senate committee would encourage
this country to move, I think we have to move away from this because
with the present levels of income there are very iew families whose
income is great enough for them to give a truly decent wage to another
whole family, and I think this is a part of what is happening. Many
women who can afford it are getting cheap labor, and H.R. 1 is just
another way to push more of these mothers that we are talking about
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out into that market, where they have no protection and where they
are forced to work.

Senator FANNIN. Well, I don't want to prolong this, but as we have
less employment for these people because we are not competitive, this
is going to be a greater problem; there will be fewer people we will
be able to employ in the housework employed, so I think we have a
clear problem ahead of us--thinking ahead of the problem-than we
have had in the past few years.

Miss HEIGHT. Yes.
Mr. BURCH. Some of the welfare mothers that I know have very

strong feelings about having to leave their own children in inadequate
child care facilities and then having to go and take care of somebody
else's child. If the day care is adequate in a day care center it costs
approximately $1 per hour; perhaps it has gone up a little for good
day care in economically run, high-quality day care centers.

Now, if a woman has two children who need to go to a day care
center, the odds are she can't earn enough money to pay for it, so it
costs more for her to leave her children to go out to work than to take
care of them herself.

Miss HEIGHT. Of course, the delinquency rate goes up as more and
more children are neglected, and I think one of the things we are
concerned about is that there is no freedom of choice when a woman
has to choose whether she will feed her family or whether she will
work.

It seems to me What we should have in terms of a welfare system
ought to be adequate; and if that person is in the labor market, she
then needs to have the same protection as the middle-class woman
has in terms of service for her children. This is a crucial support.

Senator FANNIN. Well, some of your statements I agree with and
others I don't, but I don't want to prolong the debate we have entered
into, so thank you very much.

Miss HEIGHT. Thank you.
Mr. BURcH. We would commend to you the work protections in

both Senator Ribicoff's amendment and Senator Harris bill, as exem-
plifying the kind of protections we are talking about.

Senator -ANDERSON (presiding). Senator Byrd, do you have some
questions?

Senator BYRD. No.
Senator HANSEN. I don't have any questions. Thank you, Mr. Chair-

man. "
Senator ANDERSON. No other questions. Thank you very much for

your testimony. I kept quiet. We have all kinds of religions here but
not too many Presbyterians, but as a representative of the Presby-
terians I go along with you.

Mr. THOMPSON. Thank you, Senator.
(The prepared statement and material referred to previously by the

preceding witnesses follow. Hearing continues on p. 1510.)
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TESTIMONY ON TITLE IV OF H.R. 1-REFORM OF THE PUBLIC WELFARE SYSTEM,
BEFORE THE SENATE FINANCE COMMITTEE, JANUARY 27, 1972

Presented by:
William P. Thompson, Stated Clerk, United Presbyterian Church in the

USA.
Dorothy Height, Vice-President, National Council of Churches of Christ

in the USA.
Hobart Burch, General Secretary for Health and Welfare, United Church

of Christ Board for Homeland Ministries.
On behalf of:

United Presbyterian Church In the USA
National Council of Churches of Christ in the USA
United Church of Christ Board for Homeland Ministries
United Methodist Church Board for Christian Social Concerns
Episcopal Church
Presbyterian Church, U.S.
Christian Church (Disciples of Christ)
United Church of Christ-Council for Christian Social Action
American Baptist Convention Division of Christian Social Concern
Church of the Brethren
Joint Washington Office for Social Concerns

(representing the Unitarian Universalist Association, the American
Ethical Union. and the American Humanist Association)

Mr. Chairman and members of the committee: My name is William Thompson.
I am a lawyer and was engaged in private practice for twenty years. Since 1966
I have served as the Stated Clerk (permanent executive officer) of the General
AWembly of the United Presbyterian Church in the U.S.A. The General Assembly
is the highest governing body of my denomination. On my right is Miss Dorothy
Height; who is testifying today in her capacity as a Vice-President of the National
Council of Churches of Christ in the U.S.A. Miss Height also serves as Director
of the Office for Racial Justice of the Young Women's Christian Association and
is President of the National Council of Negro Women. On my left is Dr. Hobart
Burch, General Secretary for Health and Welfare of the Board for Hd'meland Min-
istries, United Church of Christ. Dr. Burch is a former public assistance case-
worker and has served as Assistant to the U.S. Commissioner of Welfare in the
Department of Health, Education, and Welfare. He earned his doctorate In
social welfare from Brandeis University under Charles Shottland, former Com-
missioner of the Social Security Administration.

Our testimony today is giVen on -ehaif not only of-the United Presbyterian
Church in the U.S.A., the National Council of Churches, and the United Church
of Christ Board for Homeland Ministries, but also several other Protestant
organizations. Representatives of each of these organizations are present in the
hearing room today, and I would like to ask them to stand and briefly identify
themselves and their organization. These organizations are: The United Meth-
odist Church---Board for Christian Social Concerns: the Presbyterian Church,
U.S.; Church of the Brethren: the United Church of Christ--Council for Christian
Social Action: the Christian Church (Disciples of Christ) ; the American Baptist
Convention-Division of Christian Social Concern; the United Methodist
Church-Women's Division; the Joint Washington Office for Social Concerns
(-representing the Unitarian Universalist Association, the American Ethical
Union, and the American Humanist Association) ;and the Church of the Brethren. -

Our testimony -today Is rooted in the policy statements and resolutions adopted
by the governing bodies of each of these organizations. That we can- testify before
you together is possible only because of the high degree of consensus that exists
in these position statements. These policy statements and resolutions, listed
below, are attached as an appendix to this testimony, and I ask that they be
made a part of the record:

1. National Council of Churches
Guaranteed income, adopted by the General Board February 22, 1968.
Resolution on a Federal Fanily Assistance System, adopted by the Gen.

eral Board September 12, 1969.
Resolution on Reform of the Welfare System, adopted by the General

Board September 11, 1971.
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2. United Presbyterian Church in the U.S.A.: Income maintenance and full
employment, adopted by the 183rd General Ass.nbly, lay 1971.

3. United Church of Christ Board for Homeland Ministries: Welfare rights,
adopted by the Board of Directors April 29, 1970.

4. Executive Council of the Protestant Episcopal Church: The Church and
Public Welfare, adopted September 29, 1971.

5. United Methodist Church Board for Christian Social Concerns: N'ational
incomes policy and social welfare, adopted at the Board's Annual meeting Octo-
ber 5-8, 1971.

6. United Church of Christ Council for Christian Social Action: Economic
Justice, adopted by the General Synod June 25-29, 1971.

7. Church of the Brethren: A statement to the leaders of the U.S. Government,
adopted by the Annual Conference, June, 1968.

8. United Methodist Church Women's Division: National Incomes policy,
adopted October 24, 1971.

9. The Christian Church (Disciples of Christ) : Resolution concerning social
welfare, adopted by the General Assembly October 15-20, 1971.

10. American Baptist Convention Division for Christian Social ConcernL: Na-
tional priorities, adopted May 13-17, 1970.

11. Joint Washington Office for Social Concerns: Rights of the poor, adopted
by the Tenth General Assembly of the Unitarian Universalist Association, June
11, 1971.

12. The Presbyterian Church in the U.S., a call for welfare reform, adopted by
the 1971 General Assembly.

NEED FOB REFORM OF THE PRESENT WELFARE "SYSTEM"

Mr. Chairman, the organizations testifying before you today want reform of
the present welfare system. The present system, if Indeed it can be called a "sys-
tem" at all, falls in virtually every respect. Of the 26 million persons who even by
the Government's minimal definition of poverty, are classified as "poor", the fed-
erally-aided welfare "system" reaches barely half. Of those that are, reached,
none receive an adequate level of benefits, and in most states the benefits are so
Inadequate as to simply perpetuate the recipient's previous condition of poverty.
Standards of eligibility and benefits are geographically inequitable. In half the
states thie "system" encourages family breakup by refusing to help the family
while the father is still in the home. It encourages dependency and discourages
efforts at self-help by confiscating most of a recipient's earnings. It fosters a
destructive enmity between the worker and the recipient by excluding the work-
ing poor from all benefits. It Is administratively chaotic and frequently falls to
treat the recipient with the respect due him as a human being. I

We want reform of this "system". But we believe that that reform ought to
proceed on the basis of facts, not on the basis of self-serving myths. The fact that
seems to be most forgotten In the debate around welfare reform is that we are
talking here about people, not about things or objects, but people-people who are
children, who are aged, who are blind, who are disabled, who are mothers with
dependent children or who work full or part time for less than a living wage. We
are talking about human beings, people like you and me, who lack income suffi-
cient to their basic needs.

It Is because Title IV of -H.R. 1 forgets that fact that we testify before you
today. Title IV leaves intact the discriminations between the so-called "deserv-
ing" and "undeserving" poor that are manifest in the present system. It does not
even approach an adequate level of benefits. It would perpetuate chaotic ad-
ministration. Most seriously, it would impose upon the poor a system of govern-
mental control and coercion that treats the recipients as an object to be manip-
ulated rather than as a human being to be helped.

WELFARE MYTHS

Title IV of H.R. I fails as welfare reform because it is founded on myths about
the poor that have no foundation in fact, myths that would have us believe that
it is not the welfare system that has failed the poor, but the poor who have failed
the system. We want to look at these myths, and show them for what they are.

The central myth is that the welfare rolls are filled not with people in need
but with able-bodied loafers. Yet the facts show that as of April, 1971, over
half--.5%--of the recipients in the federally-aided welfare categories are
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children. Another 9.4% are blind and disabled. Another 15.6% are aged. This
means that as a minimum, 80.5 percent of those receiving welfare benefits are,
by virtually any definition, unable to work. Statistics further show that able-
bodied unemployed males comprise only 9/o of 1% of the recipient population.
Most of these want work: indeed about half of them are enrolled in work train-
ing programs.

But, it is asked, "What about the mothers: Can't they work?" Mothers with
dependent children constitute 18.6% of welfare recipients. Of these 2.5 million
mothers, about 14% are already working and another 7% are in work training.
Of the remaining 79%, approximately 40% have little or no employment potential
because they care-for small children at home, have major physicabor mental in-
capacities, or other insurmountable work barriers; and another 4% to 5% have
employment potential that is severely limited hnd would require major rehabili-
tative services to make possible. The remaining 35% could work if day care were
available for their children, if job training were available, and if jobs were to
Ibe had. Yet. despite the fact that a maximum of 56% of welfare mothers can
be considered potentially employable, more than 79-80% of them consistently
report that they would work if they could.' Furthermore, the unemployment
rate now exceeds six percent. This means that more than five million workers
in the nation's labor force are unable to find work, many of them with skills
that employers find preferable to those possessed by welfare recipients.

In short. it is a cruel myth to suggest that people are on welfare because they
refuse to work. It is even crueler, in the face of the recipient's desire to work
if lie can, to put into legislation a forced work requirement, as has been put into
Title IV of H.R. 1.

Another pernicious myth would have us believe that the welfare rolls are rife
with fraud, that welfare recipients get on the rolls and stay on the rolls by
falsifying information about their real income. Yet, according to HEW sta-
tistics, "suspected incidents of fraud or misrepresentation among welfare re-
cipients occur in less than 4Ao of 1% of the total welfare caseload of the nation

Cases where fraud is established occur even less frequently." 3 In a release
dated Jan. 3. 1972. HEW reports that a preliminary survey shows that about
4.9% of the aged, blind, and disabletl case., and 5.6% of AFDC families, are
einligible for benefits. But the report emphasizes that "most of the errors were
identified as honest mistakes by the Stae and local welfare agencies or by those
who received the payments. . . . Cases prosecuted for fraud amount to less than
1% of the total.",

Far from justifying accusations of fraud. these statistics indicate a remark-
able record of compliance with the regulations. Yet Title IV of H.R. 1 refuses
to recognize this and instead would continue to clutter, the welfare system with
checks and rechecks, innumerable investigations, and volumes of paper work.
It would continue to make of the social worker an investigator to be feared
rather than someone to be welcomed.

There are other myths as well-myths, for instance, that recipients have more
children simply to get additional welfare benefits, that most welfare children are
illegitimate, that the rolls are primarily black, that once a recipient gets on wel-
fare, he stays on welfare. Each of these stereotypes can be and has been rebutted
by the Government's own studies and statistics.

Yet the myths persist. We suggest, Mr. Chairman, that they persist for one
fundamental reason: that is that people find in these myths a convenient excuse
for avoiding their own responsibility. If one can believe that the welfare rolls are
filled with able-bodied loafers. then one can justify supporting a program that
provides merger benefits and that would force people to work. If one can believe
that welfare recipients are cheats. then one can justify requiring extensive in-
vestigation of every bit of inforffmiation provided by a welfare recipient, can justify
requiring recipients to re-register every two years, can justify cutting benefits
while hiring additional welfare investigators. If one can believe that welfare
mothers have more children simply to get more money, then one can justify put-
ting a maximum on the amount of benefits a family can receive, regardless of size.

From a pamphlet entitled "Welfare Myths vs. Fncta" published by the Department of
Health, Education, and Welfare, Social and Rehabilitations Services (SRS 71-127).

2 Ibid.
S Ibid.
4 Prese release dated JAn. 3, 1972. from the Department of Health, Education, and

Welfare, Social and Rehabilitation Service.
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If one can believe that it is the fault of the poor person that he is poor, then one
ban Justify a program that is punitive and coercive. If one can believe all of these
myths, then one can justify a welfare program such as that contained in Title IV
of H.R. 1.

We reject these myths, Mr. Chairman, and we find unacceptable legislation that
is founded upon them. Title IV of H.R. 1 would relegate the poor to the status of
second class citizens, citizens whose lives would no longer be controlled by them-
selves but by the government. We cannot assent to the encroachment upon the
independence of some of our citizenry. In the name of reform, Title IV of H.R. 1
would impose on the poor a system of controls that should Arouse the outrage of
every sector of society. In our judgment, Title IV is not only inadequate; it is
dangerous..

DETAILED ANALYSIS

We would like now to engage in a more detailed analysis of the numerous faults
of H.R. 1 and of what needs to be done if welfare reform is to adequately serve
the needs of people. We would ask that there be inserted in the Record at this
point in our testimony the "Comparative Summary of Major Welfare Reform
Proposals" contained in Appendix One.

eneflts: The central question to be asked of any welfare reform proposal is
whether it provides those in need a level of income adequate to purchase tho hasi,:
necessities of life. By this test, Title IV of H.R. I fails miserably. Far from help-
ing recipients attain a more decent level of living, it could, unless states choose to
supplement, undercut the benefits now received by 89% of AFDC recipients.5 Title
IV provides a family of four with no other Income $2400 a year, provides no cost-
ofdliving increases, makes no requirement that states maintain their present level
of benefits if they are higher, provides no Federal cost-sharing to encourage states
to supplement, provides no future increase in benefits to a more adequate level,
and imposes a maximum of $3600 in benefits for families with eight or more mem-
bers. Nor does H.R. 1 permit the federal Government to make grants for non-
recurring emergency needs, but permits only a cash advance of up to $100 at the
time of initial application, to be deducted from future benefits, to a family faced
with a financial emergency.

The Government's own poverty index says that a minimum level of $3,968 is
needed for a family of four to meet its basic needs. But it is important to realize
that though this standard is widely used, it -has limited statistical validity. It
was developed back in the early '60' by simply taking the Department of Agri-
culture's Economy Food Plan and multiplying it by three. USDA itself admits
that the Economy Food Plan is not an adequate index of what it takes for a
family to have an adequate diet. Indeed, "it Is estimated that only about one-
fourth of the families who spend that for food actually have an adequate diet." "
Nor does the multiple of three have any statistical validity as a means of com-
puting what it takes a family of four to live. The poverty index is an aTbitrary
figu're.wbose greatest claim to validity is constant reiteration.

A more statistically reliable survey of what it actually takes a family of four
to live at a minimum level- of decency is the Lower Standard Budget computed
by the Bureau of Labor Statistlcs. According to its spring 1970 survey, it takes
an urban family of four a minimum of $6,960.*

5 "H.R. 1: The Social Security Amendments of 1971," prepared by the Center on Social
Welfare Policy and Law, Columbia University, p. 1.

6 Poverty Amid Plenty: The American Paradox, The Report of the President's Commis-
sion on Income Maintenanee Programs, p. 15.

*The Bureau of Labor Statistics of the Department of Labor began in the 1940's to
calculate what it cost a worker's family to lIve in the urban centers of the U.S. In response
to requests from public asmstance agencies and others, BLS. began in 1967 to calcultte the
annual costs of family budgets at three levels--Lower, Intermediate, and Higher. The
Lower Standard Budget "was developed in response to requests for a measure that would
be appropriate for evaluating the needs of families who were positioned--either temporarily
or persistently-at.the low end of income distribution." (from the Monthly Labor Review,
April, 1969, p, 3.) The estimates are for an urban family of four-a 38-year-old husband
employed full time, his non-working wife, a boy of 13, and a girl of 8. The BLS cost esti-
mates at spring, 1970. prices for such a family at the three different levels of living are as
follows: (1) Lower Budget-$6960; (2) Intermediate Budget-$10,664; and (3) Higher
Budet-$15,511. At the Lower Budget level food costs are based on USDA's Low Cost
Food Plan; shelter is limited to rental housing; transportation is largely public, except
where lack of access to public transportation necessitates the use of an older car; clothing
costs are based on replacement rates. Such a family performs more services for Itself. and
utilizes free recreation facilities in the community. At the Lower Budget level family living
expenses--food, housing, clothing, transportation, medical care, etc.--constituted 80% of
the total. The remaining 20% covered occupational expenses. social security and personal
Income taxes, gifts and contributions, and life insurance, (See Dept. of tabor 'Bulletin
1570-5; Month y Labor Review Reprint No. 2611 ; and DOL release 11-06.)
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This figure is remarkably close to the popular estimate of what it takes a
family of four-to live. Each year for the last three decades the Gallup Poll has

- asked a representative sample of the nmtion's population, "What's the SMALLEST
amount of money a family of four (husband, wife, and two children) need each
week to get along in this community?" The answer given by 1517 adults in the
December, 1970, survey was that such a family need a minimum of $216 a week
to make ends meet.' On an annual basis this is $6552.

Benefit levels, like the rest of welfare reform, ought to be -based on facts. The
BLS Lower Standard Budget is, in our judgment, the most valid estimate of
what it -takes a family of four to live in this society. It is, therefore, the best
definition of adequacy that can be used, and the level which reform of the welfare
system ought to approach.

Work requircment.-Since the Administration first introduced its Family
Assistance Plan, a forced work requirement has been part of the debate about
welfare reform. We have noted above facts that strongly indicate that most
recipients who are employable, indeed even many who are not, want 'to work.
Ignoring this, Title IV would use a club to force people into low paying jobs.
Title IV would require mothers of children down to the age of 3 (age 6 until
1974) to accept work or lose benefits. Recipients could be forced to take jobs pay-
ing as little as $1.20 an hour. Tile welfare administrator would not have to con-
sider tie degree of risk to health and safety, the recipient's physical fitness, his
prior work and training experience, ,the distance of the work from \his home, his
prior earnings, the adequacy of day care facilities, etc. in determining whether
or not a job was suitable. The mother could be forced to give up her child to a
day care center that is purely custodial or suffer the loss of benefits. There is no
requirement that any job -training program that the recipient enters into have a
job waiting at the end.

In exchange for th'v meager benefits provided by H.R. 1, those who are con-
sidered employable must virtually give up their freedom -to the Labor Depart-
ment. As Elizabeth Wickenden, Professor of Urban Studies at tile City University
of New York has pointed out, "The Labor Department assumes virtually com-
plete control over their lives, paying their benefits, assigning them to jobs or
training, purchasing child care on their behalf, prorlding health, social services,
counselling, -transportation to new locations, etc. as needed, and penalizing them
for failures of compliance. Tile Labor Department becomes the modern day 'old
marse' of the plantation." 8

What is to keep welfare recipients from being exploited under this kind of a
program? What is to avoid their use as levers to force down the cost of labor?
What is to keel) th-e welfare program in H.R. 1 from being used to subsidize low
wage employers? In the -tax bill of last fall, the Congress provided for a tax credit
for part of tile cost of hiring of recipients enrolled in the Work Incentive Pro-
gram. That incentive to hire welfare recipients, coupled with ,the lack of any
strong minimum or prevailing wage or work standard requirements in Title IV
of H.R. 1, can only serve to undercut the wages paid to other workers. The
Federal Government, in effect, will be assuming tile role of encouraging low wage
employers by supplementing -the wages they pay with welfare benefits.

A coercive work requirement is no answer to the problems of welfare and will
serve only to create an embittered welfare population and an harassed welfare
administration. There is a problem of work in the present welfare system, but
the fault is primarily with the system and not the recipient. The present system
Is designed to keep those who are working and poor from receiving any welfare
benefits, and those who are loor and receiving welfare benefits from working.
The present system encourages dpcpdcney and discourages efforts at self-licip.
This discrimination against the worker who is poor coupled with tie overt dis-
couragement of work for the welfare recipient has led in our society to an under-
standable but divisive emnity between those who work hard for a seemingly
meager return and those who are oi welfare.

But the solution to this is not to be found in a forced work requirement. Two
things are needed first, an adequiatc work incentive that will encourage ratlier
than discourage efforts at self-help, coupled with the supportive services neces-
sary to enable a recipient to carry out his desire to work: and secondly, exten-
sion of aid to tie working poor so that it is no longer possible for one who works

Tihe Gallup Poll, released Jan. 10. 1971.
.Wickenden. Elizqbeth. "fH.R. 1 : Welfare Policy as an Instrument of Control." Welfare

Law New8 (Vol. 1, No. 4), Center on Social Welfare Policy and Law, November, 1971.
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to get less than one who is on welfare. A forced work requirement has no place
in American social policy. The ends of a welfare system ought to be to hell)
those who can work toward independence and to assure those who cannot an ade-
quate level of income. No man or woman or child should be forced to give up his
freedom to a government agency as the price of survival. We urge this Com-
mittee, therefore, to eliminate the forced work requirement from welfare reform,
or at the very least to exempt mothers with dependent pre-sehool or school-age
children from the requirement, and to protect others from abuse by mandating
that the Jobs to which they are referred pay the Federal minimum or prevailing
wage, whichever is higher, and that the administrator be required to consider
the "suitability of employment" in referring recipients to work or training.

Day Care.-This is, perhaps, the appropriate point to make additional com-
ments about the day care provisions of Title IV of H.R. 1. In our Judgment the
day care provisions of Title IV are based on a fatal flaw. That flaw is that they
are created not to serve the child but only to permit the mother to go to work.
The children are treated simply as something to be gotten out of the way so that
the mother can leave the home, not as persons in their own right. H.R. 1 pro-
vides only custodial day care; it does not require that day care services meet any
quality standards whatsoever. It does not require thatdevelopmental day care
be provided to the children. It does not require that the centers meet even the
Federal Interagency Day Care Requirements. This, we suggest, is precisely the
wrong approach to be taken to day care. The President 'has himself recognized
the critically important nature of these early years of a child's life. He said on
February 19, 1969, for instance: "So crucial is the matter of ear'y growth that
we must make a national commitment to providing all American children an
opportunity for helpful and stimulating development during the first five years
of life." But that commitment is not made in Title IV.

We favor the authorization of a variety of supportive services, including day
care, that would enable the parents to seek employment. But day care must be
primarily for the benefit of the child. It should be available to a family as an
option, not as a mandatory imposition by government. It should provide nutri-
tional, health and counselling services, sufficient indoor and outdoor space,
a ratio of teachers to children that permits individual attention, as well as
sound educational programs that serve to develop both the cognitive and non-
cognitive aspects of the chi'ds potential. To make sure that it strengthens and
complements the family, parents ought to have a say in how the programs are
run. Day care, in short, ought to be developmental and family-centered, not
custodial and work-centered'.

Rights and Protection of Welfare Recipient8.-When an agency holds almost
life and death power over a client, as in the case of the provision of a minimum
income by the Public Assistance Agency, there are real and present dangers of
serious injury to clients. Sometimes these are premeditated and apparently
malicious in intent, as in the famous Newburgh, N.Y., incident of a decade ago,
or the attempted repression of welfare recipients in Nevada last year. In many
other cases, recipients may be denied benefits to which they are legally entitled
because of carelessness, ignorance, work overload, or other unintentional fail-
ures by the welfare agency and its employees.

This situation requires that careful safeguards be built into the system to
protect the recipient from being victimized by either intentional or uninten-
tional denials of benefits. Safeguards fall into two general areas. One Is to
assure that every recipient knows his rights under the law. The other is a proc-
ess that gives him a fair and Just procedure by which to appeal when he thinks
his rights have been denied. Title IV of H.R. 1 fails to provide these safe-
guards. It does not provide for any administrative appeal, and limits Judicial
review to questions of law. It does not provide for payment of any legal ex-
penses incurred by a recipient in pursuing his claim. It does not provide for
recipients to be informed of their rights, or to be consulted in the development
of regulations. It permits the welfare administrator to veto a recipient's choice
of counsel. We would, consequently, recommended that the following be pro-
vided for in the law:

Information on rtghts.-Each applicant and recipient should be given
a clear summary of his rights at the point of application and at every point
at which his situation subsequently changes.

The rights and benefits of public assistance should be advertised to the
general public on the same basis that Social Security benefits are adver-
tised through the media. '
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Organizations which act on behalf of welfare recipient.4 and potential
recipients should be given full information.

Every interested individual or organization, whether recipient or not,
should have the right of access to laws, regulations, handbooks, and all
other policy and procedure materials used for the administration of public
welfare.

Fair Jfcarinq.-Any recipient or applicant who has reason to believe
that he has not been accorded his full rights and entitlement must have
access to a system of review which includes both administrative review,
commonly called "The Fair Hearing Process", and judicial appeal. In order
to make such procedures as just as possible the law must provide for the
poor person to l)e accompanied and represented by counsel of his own choos-
ing. If he cannot afford to pay for these services (and no legitimate welfare
recipient has resources for such purl)oses) the law must provide for all
reasonable expenses incurred in pursuing such a claim, including the cost
of legal counsel.

Because welfare recipients are dependent for their survival upon the
public assistance grant, the assistance at issue must be continued during the
hearing and appeal processes. This procedure can be guarded against abuse
by )roviding for the recapture, subsequent to a final decision adverse to the
recipient, of any overpayment of benefits. Such continuance of benefits may
also provide an incentive to the welfare system to handle complaints without
delay.

ADDITIONAL COMMENTS ON TITLE IN

Mr. Chairman, the above analysis does not exhaust even the most serious faults
of Title IV of H.R. 1. Title IV would eliminate the "current need" test now used
to establish eligibility and substitute a Itwelve-month accounting period as the
basis for determining need. It would permit the states to impose a one-year resi-
dence requirement for any supplementary payment in contradiction to the Sir-
preme Court decision in Shapiro v. Thomp8on. lit would undercut efforts by
recipients to improve their skills by denying benefits to family heads who are
full-time students. By failing to specify which governmental agency has the
initial responsibility for determining eligibility and employability, it promises
administrative confusion. It would subect welfare recpients to Federally defined
penalties and obligations not applicable to the rest of the population.

CONCLUSION

Despite our objections to Title IV of H.R. 1, it should be clear from our testi-
mony that we want reform of the nation's welfare system. But that reform must
serve the needs of people, not the projections of self-serving myths.

We have the opportunity to establish in this country a guaranteed minimum
income that will assure that no one is needlessly without the basic necessities of
life. We have the opportunity to create a system that responds not to arbitrary
categories, not to distinctions between 'the so-called "deserving" and "undeserv-
ing" poor, but to human need.

From our perspective we have not only the opportunity but the responsibility.
The only bills that presently embody the kind of welfare reform that we are
talking abnut are S. 2747-the "Fntily Income and Work Incentive Act" and
S. 2372-the "Adequate Income Act." We urge 'this committee to give the fullest
consideration to the provisions of thee bills, to reject the present punitive
philosophy and provisions of Title IV of H.R. 1. and to report the kind of welfare
reform b tlat will help heal the divisions that permeate our society.

A POLICY STATEMENT OF THE NATIONAL COUNCIL OF THE CHURCHES OF CHRI~T
IN THE UNITED STATES OF AMERICA, ON GUARANTEED INCOM]SF.

(Adopted by the General Board February 22, 1968)

PREAMBLE

The purpose of this policy statement is to affirm the support of the National
Council of Churches for the principle of a guaranteed income. Although we are
not committed to any particular program or method for achieving this-goal, vi

72-573 o- 72 - pt.3 - 21
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are strongly convinced that this country can and should assure to all its, people
incomes adequate to maintain health and human decency.

We have come to this position by somewhat different routes. In the statement
which follows we declare our major conclusions; we indicate some of the practi-
cal and theological reasons which underl!, our position; and we affirm our com-
mitment to work with the ommunions and others both for implementation of the
policy and for further clarification of the reasoning behind it.

The National Council of Churches welcomes the growing interest of govern-
mental and private agencies in proposals for a guaranteed income as a method
for meeting human need. The President has appointed a commission of leading
Americans to study and report to him on new proposals for guaranteeing income.
The Department of Health, Education, and Welfare and the Office of Economic
Opportunity have made studies of the guaranteed income. In February, 1967, the
President's Commission on Law Enforcement and the Administration of Justice
recommended the intensification of efforts for devising methods of providing
minimum family income. The Chamber of Commerce of the United States spon-
sored a National Syposium on Guaranteed Income where various approaches
were examined. The report of the National Commission on Technology, Autonma-
tion, and Economic Progress recommended to the Congress that it investigate new
approaches to the problem of income maintenance. The Ripon Society has sup-
ported the concept of a standardd" family income. The Advisory Council onPublic Welfare issued a report in June, 1966, advising the establishment of need
as a single criterion of eligibility for receiving transfer payments, and supported
a national minimum standard for public assistance payments.

RELIGIOUS AND ETHICAL ASSUMPTIONS

In a policy statement entitled Christian Principles and Assumptions of ECo.
nomio Life adopted by the General Board of the National Council of the Churches
of Christ in the U.S.A. in 194, certain fundamental religious and ethical assump-
tions concerning economic life were set forth:

"All the resources of the earth . . . are gifts of God, and every form of owner-
ship or use of such property should be kept under such scrutiny that it may not
distort the purpose of God's creation. God is the only absolute owner. Every
Christian particularly should look upon all of his possessions, as well as his
talents, as a trustee, and should use them in the light of his understanding of
God's purpose for him. . . . That the material needs of men be met through their
economic institutions and activities is one condition of their spiritual growth.
. ..Christians should work for a situation wherein all have access at least too
a minimum standard of living.... Great contrasts between rich and poor in our
society tend to destroy fellowship, to undermine equality of opportunity, and to
undercut the political institutions of a responsible society."

CONCERN FOR HUMAN NEED

In an era of national abundance, the unmet economic and social needs of per-
sons and families become increasingly matters of concern to the churches This
concern has 'been stated by the National Council of Churches on numerous occa-
sions and In relationship to varying social problems:

(1958] The National Council of Churches "wishes 'to call to the attention of the
churches the needs, spiritual and social, as well as economic, of the large numbers
of people who must depend on public assistance.' [1960] "Adequate support of
public services by church members Is necessary to insure basic services of suffi-
cient quality and quantity to meet the needs of the whole. community." 2 [1960]
"Be it resolved that the churches be urged to work for availability -of adequate
public assistance for all needy people. . . ." 3 [1966) "Although a steady and ade-
quate flow of income to the poor is essential to the elimination of their poverty,
the Church must work for the restoration of selfhood and dignity and meaning
to the lives of those whose economic poverty has damaged or destroyed these es-

14"The Churches' Concern for Public Assistance." Policy Statement of the General
Board, June 4, 1958.

"The Churches' Concern for Health Services." A Policy Statement of the GeneralBoard, February 25, 1060.
8 "The Churches' Concern for People Without the Necessities of Life." A Policy State-

ment of the General Assembly, December 8, 1960.
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sential elements of an abundant life." ' [1966] "A society, in which abundance re-
places scarcity and social structures are increasingly cOmplex, demandss reap-
praisal of traditional forms and relationships." r [1966] "Our burgeoning produc-
tivity makes possible, and our Judo-Christian ethic of justice makes mandatory,
the development of economic policies and structures under which all people, re-
gardless of employment status, are assured an adequate livelihood."'

NEEDS, RIGHTS, AND OBLIGATIONS

As noted above, the General Board has previously recognized that economic
institutions exist to meet the needs of persons in community. The fact that these
needs can be met only in the relationship of community establishes a claim upon
the individual to contribute to the well-being of his neighbor as well as of him-
self. It also establishes a claim upon society to furnish those conditions which
enable the individual to fulfill his needs and to discharge his obligations. Basic
human needs provide clues to the specific character of these responsibilities and
rights. A "human right" is a claim to a condition of facility which a person needs
in order to contribute to the social good and to live at his best as a person.'

Such rights are grounded in the spiritual and moral relationships into which
man was created and In which he lives. Whenever social or economic organiza-
tion excludes persons from effective participation in the economy, they are en-
titled to assert their claim to the social and l)hysical conditions necessary for the
achievement of human dignity. As these claims are met and rights fulfilled, the
opportunity and obligation of the individual for the responsible discharge of his
duties to the community are correspondingly increased.

Millions of Americans live under economic conditions which deny to them the
satisfaction of their basic needs.' This situation is scandalous because it is unnec-
essary.' It Is Immoral because it curtails the exercise of at least two basic human
rights: (1) the right to live at a human standard of decency and (2) the right to
participate in the control of the conditions of one's life.

To assure these rights, society must move toward full citizen participation by
the powerless. It must provide more adequate services for all Its members.
It must make available sufficient income for those millions of family and in-
dividual consumer units which live below contemporary standards of health
and human decency.

WAYS OF DEALING WITH POVERTY

Historically and currently, the major efforts to deal with the problem of
poverty Include: 1) policies to promote economic growth and Increase employ-
ment opportunity; 2) measures to increase individual employability and pro-
ductive capacity; and 3) income transfers such as various public welfare and
social insurance programs.

There is need for the continuation, intensification, and Improvement of all
these efforts. For example, a greatly expanded program for providing meaningful
Jobs could bring many of the poor above the poverty line and greatly enrich
our entire society. Such a program is urgent, both because productive activity
enhances human dignity and because there are myriads of tasks that need to be
done. 10

'"The Church and the Anti-Poverty Program." A Policy Statement of the General
Board. December 3, 1966.

"'The Church and the Anti-Poverty Program." A Policy Statement of the General
Board. December 3, 1906.

6 "Christian Con'cern and Responsibility for Economic Life in a Rapidly Changing Tech-nological Society." A Policy Statement of the General Board, February 24, 1966.
7 A right Is "a condition of living without which In any given historical stage of society,mein cannot give the best of themselves as active members of the community h'ecause they

are deprived of the means to fulfill themselves as human beings." Human Rights, editedby UNESCO (New York: Columbia University Press, 1949), p. 203.
8'The aggregate income available to 7.2 million families and 5 million Individuals

in 19631 was only 60 per cent as much as they needed, or about $11% billion less than.their estimated minimum requirements." Molly Orshnnsky, "iConsiumption, Work, andPoverty" in Ben B. Seligman (ed.), Poverty as a Public Issue (New York: The Free P ress,
1985),1p. 54.

* See Oscar Ornati, Poverty Amid Affluence (New York: The Twentieth century Fund,
1966). Chapter 21, "The Feasibility of Preventing Poverty," Is a good discussion of the
comparative costs of meeting basic needs.

10Fo specific suggestions, see "Christian Concern and Responsibility for Economic Life
in a Rapidly Changing Technological Society." A Policy Statement of the General Board,
February 24, 1966.
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INADEQUACY OF PRESENT PROGRAMS

However, thus far our efforts have not eliminated poverty nor solved the
problem of distributive Justice. Many of the poor will not be helped by expanded
employment. Many Jeads of households under the poverty line "t are already
employed full time. Innovation has replaced the need for the skills of some,
Others are too old, too young', or too ill to work. Still others have the responsi-
bility of caring for children and should not be forced to choose between work
and want.

These groups require an input of social services and transfer payments in
order to meet their basic needs. The National Council of Churches has called
for improved levels of I)ayinent In both public welfare and social security
systems.

As presently designed and administered, however, the public assistance pro-
grams fail to provide the answer and frequently violate the human dignity of
the poor.'2 Many of those in need are not covered by any of these programs.
In most states, paymentss even for those covered are inadequate, often grossly
so. Recipients commonly lose most of all of any supplementary income they may
earn. They are subjected to humiliating tests, which in some cases place a
premium on family disruption. The National Council of Churches has supported
basic reforms in the public welfare program.

NEED FOR AN IMPROVED SYSTEM OF INCOME ASSURANCE

We, therefore, believe that a more satisfactory system of guaranteeing income
is both necessary and morally right. Widely discussed proposals for effecting
this policy include the negative income tax, demogrants, " family allowances,
and improved welfare programs based on need as the single eligibility criterion
with adequate standards of assistance.

TIE PROBLEM OF INCENTIVE

The charge is often made that policy of guaranteeing family income would de-
stroy the incentive to work. As noted above, for many of the poor, employment is
not a solution. Nevertheless we recognize that motivation must carefully be taken
into account by any plan for assurance of income. Many proposed assurance plans
are designed to encourage the earning of additional income, rather than discour-
age it as some present programs do. Furthermore, motivational research is re-
vealing various sources for incentives besides the economic, such as prestige,
power, and social usefulness.' Indeed, access to income may strengthen moti-
vation and liberate creativity.

POLICY RECOMMENDATIONS REGARDING GUARANTEED INCOME

In the light of the abovc consideration, the National Council of Churches en-
dorses the concept and desirability of a guaranteed income. Such a program should
meet the following criteria:

1. It should be available as a matter of right, with need as the. sole criterion
of eligibility.

2. It should be adequate to maintain health and human decency.
3. It should be administered so as to adjust benefits to changes in cost of

living.
4. It should be developed in a manner which will respect the freedom of persons

to manage their own lives, increase their power to choose their own careers, and
enable them to participate in meeting personal and community needs.

"See Oscar Ornati, Poverty Amid Affluence (New York: The Twentieth Century Fund,
1966) pp. 7-18 for an excellent discussion of standards of sufficiency for family income.

1GiLbert Y. Steiner, Social Security (Chicago: Rand McNally and Co., 1966). See
Chapter 5 "The Politics of Eligibility," for a discussion of some of the present dissatis-
factions with some forms of public assistance.
Is A demogrant is a categorical form of a universal payment. For example a family

allowance to all families with children between the age of birth and fourteen years would
be a demogrant. Social security payments constitute a type of demogrant.

14 See A. H. Maslow, Toward a P8ychology o1 Being (Princeton : Van Nostrand Co., 1962).
Also. Erich Fromm, "The Psychological Aspects of the Guaranteed Income," In Robert
Theobald (ed.). The Guaranteed Income (New York: Doubleday and Co., Inc., 1905). An
excellent popular treatment is by Mr. Scott Myers, "Who Are Your Motivated Workers?",Harvard B usines Review, 42 Jan.-Feb., 1964), pp. 73-88.
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5. It should be designed to afford incentive to productive activity.
6. It should be designed in such a way that existing socially desirable programs

and values are conserved and enhanced.-
We recognize that the guaranteed incomeTiot a substitute for programs of

full employment and human resource development. It is not a panacea for all the
socio-economic problems encountered 'by the family and the individual in the
course of a life cycle. At the same time, we are compelled to acknowledge that
our socio-economic system works imperfectly. It is, therefore, the responsibility
of society to devise new institutions which more adequately fulfill basic hiunan
rights.

We recommend that the churches 1) study the various methods for guaranteeing
every individual and family in need an income capable of supporting human life
in dignity and decency; and 2) participate in the development and implementa-
tion of those policies and programs which best fulfill the above criteria.

The National Council of Churches commits itself to share in the continuing
study, dialogue, and development of programs consistent with these principles."'

For-107. Against-1. Abstentions-2.

NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN TIlE U.S.A.

RESOLUTION ON A FEDERAL FAMILY ASSISTANCE SYSTEM

(Adopted by the General Board, September 12, 1969)

The churches of the United States have long been concerned for the plight of
the poor. This concern has been expressed in actions taken by the General Board
which have supported both social insurance and public assistance as methods by
which our society can enable its less fortunate members to provide for themselves
and their families the necessities of life. It has expressed its preference for social
insurance over public assttauceefor this purpose. It has specified certain condi-
tions which should be met by a program of adequate income maintenance (The
Churches' Concern for Public Assistance. 1958: The Churches' Concern for People
Without the Necessities of Life, 1960; Guaranteed Income, 1968).

The beginning of a turnaboutjn a welfare system badly in need of reform, as
indicated in President Nixon's message to the people of August-8th, 1969 is wel-
comed by the General Board.

As the Administration and Congress formulate actual legislation to implement
the President's proposals, the General' Board calls attention to criteria which have
been set forth by his Board as essential to be met if any system of income main-
tenance is to be adequate.

The assurance of a suitable job at a living, wage for every person able and
willing to work is the foundation upon which an income maintenance system
should be established. Therefore, improvement in job training and Job placement
services so that people who can work will be able to earn enough to provide ade-
quately for themselves and their families is essential. If all poor people able to
work are to be placed in Jobs, there must be, not only incentives to increase jobs in
the private sector. but an increase in public employment as well.

We welcome the proposal which calls for supplemental assistance for working
people unable to nintqin themselves and their dependents on an adequate stand-
ard of living. The incentive which President Nixon proposes, that the low income
worker keep the first $6000 of his earnings plus one-half the remainder up to
the stipulated maximum, represents an improvement on the incentives provided in
the present Social Security Law.

The establishment of a federal floor on income for poor families has been en-
dorsed by this Board in the past (Guaranteed Income, 1968). However, a contri-
l.ution of $1600.00 by the Federal Government for-a family of four is entirely too
low. We urge the Con-,ro : to engot legisltion with an initial Federal level higher
thain $1600.00 and providing for the progressive raising of the Federal contribu-
t'on as rapidly as possible to an adequate level of subsistence. So long as we have

program of federal-state contribution so that no persons are living ltelow the
overty level. If this is not done, in many states the poor family. under the pro-

15 See Shirley E. Greene, The Guaranteed Income: A Dialogue-Fociiser, available from the
Committee on'the Church and Economic Life, National Council of Churches, 475 Riverside
Drive, New York, New York 10027.
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posed program, will actually have less to live on than it does under the present
system.

Welfare reform legislation should make adequate provision for single individ-
ual and married couples under 65 without children, as well as for families with
dependent children. We applaud the President's proposal to remove any necessity
for applying "a man in the house rule which has workeda hardship on so many
families."

Provision should also be made, however, to assure that the food stamp program
only be phased out as cash payments approach the minimum necessary to lift a
family out of poverty.

The principle of self-determination, endorsed by this Board on several occa-
sions (Crisis in the Nation, 1967; Guaranteed Income, 1968) requires that mothers
of school-age children have the same opportunity as mothers of pre-school chil-
dren to decide whether their family responsibilities can be carried along with
employment or a training program.

The General Board of the National Council of Churches of Christ in the U.S.A.
therefore, records its agreement with the view that the welfare system of our
country is in need of substantial reform. It expresses approval for those features
of the proposed family assistance system which tend to improve the standard of
living and undergird human dignity of poor people. It welcomes the separation
or niany payments from the provision of social services which is implicit in the
President's proposals, since that will facilitate the development of needed social
services. The General Board calls the attention of government and the churches
to certain danger in ) - n ,- whinh must be guarded against as legislation
[-: prepared and enacted to implement his program of welfare reform. It calls
upon church people to support programs of adequate income maintenance and
effective Job training and employment services which will afford to all people full
and equal opportunity tp minain themselves and their families at a standard
of living which is conducive to health and human dignity.

RESOLUTION ON REFORM OF THE WELFARE SYSTEM

APPROVED BY THE GENERAL BOARD OF THE NATIONAL COUNCIL OF CHURCHES
SEPTEMBER 11, 1971

Whereas, the number of persons in the United States in dire poverty-nearly
half of whom are children-has by the government's own estimates increased by
over one million in the past year to more than twenty-five million persons; and

Whereas, the present Federally-assisted system of public assistance fails to
reach most of those in need and is for those it does reach destructive of family
life and inadequate to basic human needs; and

Whereas, the House of Representatives has passed a revision of the family
welfare system (Title IV of H.R. 1) that falls short of the criteria laid down
in* policy statements and resolutions of the General Board and that perpetuates
dehumanizing myths about the poor, such as their being morally culpable for
their poverty;

Therefore, be it resolved, That the General Board-
(a) finds unacceptable the revision of the family welfare system as passed by

the House of Representatives and strongly reaffirms the criteria for what would
constitute an adequate system of guaranteed income laid down in the NCC policy
statement "Guaranteed Income" (Feb., 1968), the NCC "Resolution on a Federal
Family Assistance Program" (Sept., 1969), and the DCLM Program Board "Res-
olution on the Family Assistance Plan" (Dec., 1970) ; and specifically

(b) urges the Senate to pass promptly a bill that-
(1) creates a single Federally administered and financed system of guar-

anteed income with national eligibility and payment standards;
(2) provides initial benefits equal to the poverty level with provision for

increases by 1976 to the level of the Lower Standtrd Budget as computed by
the Bureau of Labor Statistics;

(3) covers all those in need, including the presently excluded working poor,
single individuals, and childless couples;

(4) supports the structure of the family by removing present incentives to
desertion, providing realistic incentives to self-support, and respecting the
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rights of mothers both of pre-school and of school-age children to choose
themselves whether their time is best spent-working or in the home;

(5) protects the constitutional rights of recipients; and
(6) determines eligibility on the basis of current need.

(c) directs the transmission of this resolution to its member churches, calling
upon them to engage in supportive action.

The 183rd General Assembly of the United Presbyterian Church in the U.S.A.

meeting in Rochester, New York, in May, 1971 issued the following "tatement:

INCOME MAINTENANCE ANI) FVT., EMPLOYMENT

STATEMENT OF POLICY

The current crisis In relation to poverty has two inter-related aspects:
(1) The need for replacing the system of welfare that supports those

persons without adequate income with a program of income maintenance,
and

(2) The need for full employment at adequate wages.
Consistent with the urgent concerns of the General Assembly and as a stepping

stone in the self-development of people, the following recommendations are set
forth.
Income Maintenance

The 183rd General Assembly (1971) of the United Presbyterian Church In the
United States of America:

1. Urges the enactment of a national program for a basic and adequate guar-
anteed minimum Income for all persons in the United States. The material condi-
tions necessary for man's physical existence have been withheld from certain
segments of our society. Since God has created life and the material resources
to sustain life, man does not have the right to deny life by withholding the means
of existence to some. It is not something for his fellowman to give in expectation
of gratitude or to grant or withhold as an economic inducement. Neither is it to
be rationed out to those who do not deserve it, as though mankind could be
divided into those who do and those who do not deserve what God has given
freely and lovingly. We rejoice that present levels of productivity and material
abundance under our present economic system make it possible to translate this
moral judgment into economic reality. Therefore, even as we urge enactment of
Guaranteed Annual Income, we call Christians to redouble their efforts to estab-
lish concrete human relationships of mutual love and service across every barrier
of class or race or station which hitherto has fragmented God's intended covenant
community.

2. Believes that it is the church's responsibility to suggest criteria based upon
moral insights which can be used to judge the adequacy of the proposed programs
for income maintenance, rather than to attempt the adequacy of the proposed
programs for income maintenance, rather than to attempt to specify the details
of such programs. Accordingly, this Assembly proposes the following as standards
by which an income maintenance program should be judged:

(a) Access to the basic necessities of life should be open -and publicized to
all people without regard to race, age, sex, family or marital status, health,
abilities, or other Judgment as to who does or does not "deserve" aid to live.
Such income maintenance shall not, however, be regarded as a reward for
willful indolence.

(b) The grants should be large enough to provide income for basic needs
and to sustain every person's participation with dignity, in society.

(c) The implementation of any income maintenance program should not
include mandatory work requirements which might be subject to punitive
interpretations and local abuse.

(d) The provision of income should be in the form typical of the rest of
society. In a basically money economy, guaranteed income should be pri-
marl'y in money so that a social stigma will not be attached to the form of
one's subsistence. (This does not exclude additional public provision of social
services and facilities.)
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(e) Provision of income maintenance should be separated from provision
of social services and community development programs, so as to remove
the implication that the government has a right to manage the lives of those
it is assisting to live.

(f) The provision of grants should be in such a way that objective stand-
ards are set and maintained and arbitrary judgments by public officials are
minimized. Under present conditions, national rather than state or local
funding and administration seems most consistent wivh objectivity and uni--
fornity of social justice.

(g) A basic and adequate guaranteed minimum income should provide an
income geared to local cost of living standards starting at least as high as
the Social Security Administration's "poverty level" and preferably including
a plan to move toward those levels established by the Bureau of Labor Sta-
tistics for "adequate health and decency."
(h) Provision should be made for guaranteed income recipients to retain

some portion of their job earnings, thus supplementing basic income grants,
unless experience or change in the economy shows such an incentive to pro-
ductive activity to be unnecessary or unwise.

3. Urges that the funding of a national income maintenance program should
not divert funds used for existing socially desirable programs, such as public
health care, housing, and education; and the further development of programs to
address l)roblems that cannot be solved by guaranteed income alone.

FULL EMPLOYMENT

The 183rd General A88embly (1971):
1. Reaffirms the Biblical doctrine of the dignity, beauty and worth of human

work and creativity, even in its most mundane form, recognizing that meaningful
labor is man's honor and duty as a response to God's grace.

2. Affirms that every employable person should have access to a job at adequate
wages. Minimum wage levels should be established in all areas, based on Bureau
of Labor Statistics definitions of what is adequate.

3. Urges that racial, religious, age, and sex barriers to employment-including
those barriers imposed by labor unions-be removed.

4. Recommends strongly that retraining and relocation programs be instituted
for those persons whose jobs are eliminated.

5. Requests vocational and professional training and rehabilitation for those
whose capacities to work and produce have been destroyed, are non-existent or
are insufficient for their basic needs.

IMPLEMENTATION

The 183rd General A88embly (1971) :
1. Urges United Presbyterians, churches, and judicatories to give thorough

study to specific income maintenance and full employment proposals and to help
provide a climate of national opinion supporting the earliest possib'e enactment of
an adequate program in harmony with the foregoing, criteria and recommenda-
tions, and further urges vigorous support of specific legislation which meets the
criteria.

2. Recognizing that ours is a society in which commercial, union, veteran,
professional, and other citizen groups petition and lobby for subsidies in their
own self interest, urges support of the powerless and those most directly affected
by income maintenance and full emlp!oynient proposals, such as welfare rights
organizations, as they petition and lobby for income maintenance legislation
which meets their self-determined needs.

ACTION TAKEN BY THE BOARD OF DIRECTORS OF THE UNITED CHURCH BOARD FOR _

HOMELAND MINISTRIES, APRIL 29, 1970

WELFARE RIGHTS

Voted: To adopt the following statement of policy and program with respect to
welfare rights and affirm that its future programs will -be prosecuted in the light
of this policy and consistent purposes:
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1. All persons are entitled to a humane standard of living. Ultimately, the Gov-
ernment is responsible for providing the means to protect this right. The United
Church Board for Homeland Ministries advocates a monetary criterion, at this
time, of at least $6,500 per year for a family of four a's-one prerequisite for a
humane standard of living.

2. It is fundamental in this country that people are entitled to organize non-
violent efforts to secure their rights, one of which is a humane standard of living.
In keeping with this principle, the United Church Board for Homeland Ministries
will support the National Welfare Rights Organization (NWRO) as a viable
recipients' organization in pursuit of welfare rights for all people.
3. The recognition and protection of these rights require not only the organized

efforts of those directly affected by welfare programs, but also the widest pos-
sible support among persons of all races and income levels. The Board is com-
mitted to building this general support; it is also mindful of the special respon-
sibility for developing support within the membership of the United Church of
Christ.

4. A moral criterion for a humane standard of living is that receiving welfare
should in no way lead to the debasement of life. The Board, therefore, will sup-
port the movement for welfare rights so that welfare recipients' dignity and per-
sonal status are enhanced and protected.

5. The provision of adequate welfare should not contribute to the continued
subordination of minority peoples; rather it should lead to the achievement of
equal economic and social opportunity for all persons. The Board will support
the movement for welfare rights as an essential component of its efforts toward
the equality of Blacks, Indians, Puerto Ricans, Chicanos, Whites, and all others,
and to give access to basic life needs and the fundamental structures of political
freedom.

6. The Board recognizes the significant cost of this program if enacted. It rec-
ognizes also the potential social and economic benefits. It urges that one method
to implement this program should be a change in national priorities including
a shift of money from other government agencies-particularly the Department
of Defense.

THE CHURCH AND PUBtIC WELFARE

(Adopted by the Executive Council of the Episcopal Church, September 29, 1971)

INTRODUCTION

"The poor will always be with you In the land, and for that reason I command
you to be open-handed with your countryman, both poor and distressed" (Deut.
15:11). The Biblical observation is true today not only in the relative sense that
some people have less than others, but also in the absolute sense. Today there
are over 7 million heads of families who are poor in spite of the fact that they
work, and about 5 million children with inadequate food to develop their minds
and bodies. With the abundance of resources at our disposal, the commandant
cries out: "be open-handed with your countryman, both poor and distressed."

Too often the observation that "poor will always be with you" has become an
excuse for disobeying the law, "you are to be open-handed with your country-
man." Too often we have searched for the reasons of poverty In order to escape
responsibility for justice and mercy, rather than address ourselves to the root
causes of poverty and to be most helpful to our poor and distressed countryman.

The Biblical analyses of why there is poverty include: laziness, extravagant
living, and folly-f6r which the individual does have responsibility; and oppres-
sion, disease, and fraud--evils of others or of society over which the individual
poor does not have control. We must add that the very system designed to help the
poor in our country is in fact a major contributor to their condition of depend-
ence and misery.

At the present time, Congress and many state legislatures are considering
changes in the basic programs of care for the poor and distressed. We welcome
this public consideration, and offer first some principles for Christians to under-
stand the Issues, and then some suggested provisions of welfare reform.
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PRINCIPLES FOB CHRISTIANS

1. The poor are a special charge of God. Both the law andthe l)rol)hets warn
against the oppression of the poor, and exhort the rich to help the poor, the
strong to help the weak. Provision and opportunity for the poor is the primary
standard by which individuals and nations are to be judged. Giving to the poor
and destitute from the leftovers is to be condemned; rather tile poor have prior
claim for adequacy on our resources.

2. Neither sin nor virtue is a function of a person's economic, educational, or
employment status, nor is race or age. All have sinned, all may distort their
ethics hy their economic self-interest. Tile demand for justice and mercy for
the poor, therefore, is based in the Old Testament on a remembrance of Israel's
bondage, and in the New Testament on the commandment, "you shall love your
neighbor as yourself."

3. God has created life and the resources which sustain life. Man does not have
the right to withhold tile abundance of God's resources from those in need, nor
can he rightly determine who does and who does not "deserve" what God has
given freely and lovingly. Man, a steward of God's resources, has the obligation
to use God's resources for the development of life with dignity among His
children.

PROVISIONS OF WELFARE REFORM

It should be our national policy to assure that all its citizens have the oppor-
tunfty to live secure from poverty, the access to adequate health services, and
the riglt to enjoy tile psychological and spiritual sustenance advocated in a
democratic society.

We reject the popular misconception that the welfare roll§ are filled with peo-
ple who are able to work but won't. The U.S. Department of Health, Education,
and Welfare reports that less than 1% of the nation's welfare recipients are able-
bodied men, and these men have to be seeking jobs thru their state employment
agencies to be getting any welfare at all. According to the same survey 24% on
welfare are old-age recipients, 8% are permanently and totally disabled, 1% are
blind, 50% are children, 2.9% are incapacitated parents in the home, the remain.
ing 13% are mothers--, of these welfare mothers are in job training or are
already employed but are earning so little money that they still qualify for
welfare.

The first objective of a basic national income policy must be to alleviate pov-
erty among all our citizens.

The Executive Council of the Episcopal Chlurch endorses tile following posi-
tion on Welfare Reform:

1. Coverage for all poor people, based on need, and including people employed
at inadequate (substandard) wages, individuals under 65 and couples without
cllildren.

2. Assistance grant levels starting at $3,940 for a family of four, tile official
poverty level determined by the Department of Agriculture, with provision for
orderly steps to reach standards of adequacy for health and decency as periodi-
cally determined by tile Bureau of Labor Statistics.

3. Incentives and realistic aids to encourage those eligible for public assistance
to move Into job training and full employment, such as: jobs at no less than
minimum federal wage or prevailing Wage whichever is higher; right to keel)
enough earned income to make working mpre attractive than relying solely on
public assistance (with recognition that many people who have been trapped by
the existing system may need as long as two years to make a full transition to
self-support) ; day care service; and public service jobs where there is a shortage
of private or other public sector jobs.

-4. Acceptance of declaration of need as sufficient to establish eligibility, with
provision for prompt and periodic checks to determine accuracy of eligibility
and payment (in the manner of Social Security and Income Tax programs) ; and
guarantee of rights to fair hearing with representation.

5. Program and administration of the welfare system should be Federally fi-
nanced and controlled.

6. Reaffirms the General Convention policy of the right of poor people to orga-
nize and work together to achieve a human standard of living.
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We commit ourselves to work towards these goals through education and other
activities within the church, cooperate with other churches and organization
and support such groups as the National Welfare Rights Organization to achieve
these goals.

ECONOMIC JUSTICE ADOPTED BY EIGHTiH GENERAL SYNOD, UNITED CHURCH Or
CHRIST, JUNE 25-29, 1971

Goal 6.---o commit the United Church of Christ to changes in social structure
and social action that will make the United States a nation in which racial
pluralism is viable.

Objective 1.-To recognize that all persons are entitled to the wherewithal to
sustain life; that each person is, a matter of right, entitled to and should be
assured of a human standard of living.

Objective 2.-To urge through all appropriate means adoption of a guaranteed
income for all Americans to eliminate poverty and hunger in the United States,
a minimum of $6,500 per year for a family of four being both reasonable and
necessary at this time; to find means to make the lives of people living on guar-
anteed income more meaningful and more creative in order to fulfill their high-
est human potential.

A STATEMENT TO LEADERS OF THE U.S. GOVERNMENT
FROM THE CHURCH OF THIE BRETHREN 1

Expresses concerns on America's triple crisis-Poverty; Racism;
War.

OUR-CONCERNS

We come to you as deeply concerned citizens. It is our judgment that the nation
is in a crisis which is tearing apart the fabric of our democratic society. Awakened
racial minorities, stimulated by recent advances and promises of full participa-
tion in the good life in America, are no longer willing to remain outsiders while
the white majority enjoys prosperity, power, and privilege. They know better
than others that more than one third of their number live in poverty and in sub-
standard housing. They are also aware that this nation is diverting a substantial
share of its -resources to an undeclared and controversial war in Southeast Asia
at the same time it tells them there are not enough funds to help them live in
dignity and security.

A small number of these persons have responded by rioting. An increasing
number may conclude that violence, though regrettable, is necessary to obtain
redress of their grievances and enjoy a full life.

We do not condone this violence. Those committing criminal acts should be
apprehended and tried. But these acts have brought to light the daily violence
visited upon our racial minorities and our poor by the imbalances in our political
and economic system which drives them to desperate and self-wounding blows at
society.

White Americans are slowly realizing that basic changes are called for in the
structures of our society if the American dream is not to become a nightmare.
Some are showing signs of irrational panic. Some are calling for brutal repres-
sion. Of great concern to us is the fact that so little leadership toward a way
out of the threatened civil struggle seems forthcoming from our elected repre-
sentatives. With significant exceptions, recent Congressional actions do not
reveal a responsiveness to the gravity of the situation, nor a vision of the drastic
and thoroughgoing changes that are needed.

OUR CHRISTIAN PERSPECTIVE

We come to you compelled by our Christian faith. In thiswe are like many of
our fellow citizens, who have liked to look at the United States as a chosen
nation upon which God has smiled. It is clear that the country has not always

Adopted by the Chuich of the Brethren Annual Conference, Ocean Grove, N.J., June 1908.
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lived up to this claim, but at its best it has stood for the Judeo-Christian ideals
of brotherhood, charity, and liberty and justice for all.

As Christians, we look upon the upheavals we experience as God-given oppor-
tunities for progress. Sometimes tragedy is required before an individual or a
nation is ready to act in creative new ways. A fever in the body politic may allow
debilitating disease to come to the surface and to be treated. Our faith teaches
us that we must face the difficult problems at hand with courage and confidence,
not with fear and hatred.

PROPOSALS TO MEET THE CRISIS

We come to you with moral concerns and with some general proposals for ac-
tion by Congress and the Administration. Although we have studied the issues

-with some care, our proposals do not include details. These specifics lie within
your realm of responsibility.

Our nation is faced with a triple crisis of poverty, racism, and war. They
threaten to sunder the nation into two societies-a repressive majority and an
alienated minority. We see these crises as interrelated. Tensions would not be
so high if the country were not spending an estima-ted $300,000 to kill each
"enemy" in Vietnam and only $53 per year to help each person classified as poor
in this nation.
Poverty

The Poor People's Campaign has helped to call attention to the plight of the
thirty-four million Americans living under the poverty line and to the twenty-
eight million persons living so barely above this line that a sudden calamity
would plunge them below it. These "invisible poor" are becoming visible. This
is the necessary first step in- focusing energies to meet their needs. We are
convinced that the country has the resources and the knowledge to solve the
problem of poverty in large measure, if the will is forthcoming from the people
and their government.

We commend the Administration for its initiative and the Congress for its
legislative approval_ of past and current actions to meet the need of jobs, hous-
ing, and education for the disadvantaged. We view with concern those voices who
would deny such programs the resources they need to succeed. A half-hearted
and intermittent campaign will not win the war against poverty.

We believe that, to meet the present crisis of unemployment and underemploy-
ment, opportunities for full employment should be provided for all those able
and willing to work. This will call for the cooperative efforts of government
and private enterprise. We agree with the National Commission on Technology,
Automation, and Economic Progress that, if necessary, the government should be
the employer of last resort. We urge increased efforts at coordinated job train-
ing, and full incorporation of minority groups into all branches of labor, busi-
ness, and industry. We commend the provisions of the poverty programs which
provide for maximum feasible participation of the poor in plans to help them,
and we urge the extension of this concept.

We call for drastic revision of the welfare system. Punitive and degrading as-
pects of current welfare practices should be eliminated, especially those which
disrupt family life and discourage employment. Each citizen should be assisted
toward receiving all the benefits which are legally his. More attention must
be given to the reclamation of those individuals and groups currently alienated
from society and unable to contribute to it positively.

We recommend enactment of legislation which would provide a basic floor of
economic support for all Americans, be it by a guaranteed annual income, nega-
tive income tax, or family allotment, as may be found best after thorough study.

We call for appropriate education of quality for all children. Compensatory
education must be provided where needed, as the best way to lift the disadvan-
taged out of the cycle of dependency and despair.

We recommend a shift in priorities in the use of existing government income
in order to provide the resources needed for such programs. We pledge our will-
ingness to help pay the taxes needed to make these possible.

Racism
The President's National Advisory Committee on Civil Disorders (Kerner

Commission) has made clear the need for massive change in the attitudes and
actions of white America if domestic order is to prevail. We endorse the Corn-
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mission's findings and call on the Federal Government to implement its recom-
mendations as a significant beginning.

We commend the passing of the Civil Rights Bill of 1968 with its open-housing
provisions, and the Supreme Court decision upholding the constitutionality of the
1866 act. We urge more energetic enforcement of earlier civil rights legislation,
in particular the vigorous application of Title VI of the Civil Rights Act of 1964
allowing Federal grants in aid to be withheld where discriminatory practices
are found. We call for adequate funding of the agencies assigned enforcement
responsibility.

We urge the erection of public housing for low-income families in all parts of
our cities and towns, not just in the inner cities.

We call for a full sharing of power with racial minorities in deciding public
policies which directly affect their lives and communities.

We urge an end to de jure and de facto segregation of schools.
We ask that law and order be enforced impartially and justly. Nonwhites will

not respect a double standard of law enforcement.
We pledge our support for all efforts to eliminate racist actions and attitudes.

We promise to do everything in our power in our home neighborhoods to create a
more healthy climate of opinion and wholesome human relationships.
War

It is clear to us that the widespread violence in our domestic life is linked to
the violence with which this country pursues its foreign-policy goals. We cannot
expect the populace to disavow the methods of force in solving real or supposed
problems here at home when our nation follows methods of violence abroad. The
riots and the assassinations in our nation can be fully understood only in light
of this fact. We cannot continue to mobilize our national effort for destruction,
and preparation for destruction, and yet expect this to have no adverse effect on
our citizenry.

We commend the government for efforts to regularize trade and diplomatic
relations with Iron Curtain countries and to control the nuclear arms race.

We plead for an end to the Congressional practice of treating military budget
requests as all but untouchable.

The military system is economically and inherently wasteful. A dollar spent
for armaments is in large measure lost to the economy, while a dollar spent for
most nonmilitary ends helps to create more wealth. Furthermore, it is common
knowledge that widespread waste is found within the military system itself.

We commend the Senate Subcommittee on Refugees for exposing the extent
of graft and corruption related to our efforts in South Vietnam and encourage
them to push for a correction of the situation.

We condemn the continuation of the military-industrial complex, which acts
as a state within a state, unresponsive to the will of the people and the processes
of a free-market economy.

We condemn the priority of military over domestic concerns. We call for major
reduction in military spending, including the elimination of the Anti-Ballestic-
Missile System (which even the former Secretary of Defense warned against),
overseas military construction, and chemical and 'biological warfare.

We call for a broader and more realistic concept of security, based on inter-
national organization and a world of law, and the fullest cooperation with the
United Nations and its programs. We should work harder at constructing a viable
democratic society at home instead of trying to act as policeman for the world.

The Church of the Brethren has persistently opposed the military involvement
in Vietnam. We reiterate our previous calls for a speedy end to the tragic fight-
ing there.

We commend the government for its partial limitation in bombing of North
Vietnam and its initiative in bringing about the talks in Paris.

We call for complete cessation of bombing in North Vietnam because It is
morally wrong. The Secretary General of the United Nations and many others
have indicated that a cessation is a necessary pre-condition to effective cease-fire
negotiations.

We call for the United States to make a public commitment to support a govern-
ment in South Vietnam representative of the major segments of political thought
and dedicated to the elimination of corruption and graft and to reforms in -land
use and taxation.
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We pledge our support for all measures calculated to limit the disproportionate
investment of money and resources for the military. We promise to do whatever
we can to further the growing public opinion for withdrawal of the American
military presence in Vietnam.

WHAT WE ARE DOING

The Church of the Brethren is a denomination of only two hundred thousand
members, but we have taken seriously our responsibility to respond to the three
crises of poverty, racism, and war.

Many of our congregations and individual members are participating in pro-
grams to help relieve the crisis in our nation and communities. Some are
taking initiative and leadership in their communities and states in such areas
as adequate housing, employment, and education and in fair law enforcement.
Some have initiated housing projects for low-income families, job opportuni-
ties and job training projects for the unemployed, and other programs of
assistance to the poor, the handicapped, and the disenfranchised. Some of our
congregations are working both for changed environments that provide increased
opportunities for economic and social justice, and for changed lives through
pastoral nurture of persons regardless of class or color.

During the present year, the Church of the Brethren General Board has under-
taken the following new ministries in these areas of concern:

We have endorsed the "Crisis in the Nation" program of the National Council
of Churches calling for unprecedented and immediate action by the churches in
working together for justice on the domestic scene. We -have allocated $15,000
for participation in this program, in addition to re-allocating staff time and pro-
gram to this effort.

We have provided information and called upon congregations to educate their
members to the urgency of the crisis. We have called upon our congregations to
involve lay persons and to free their pastors to work as agents for reconciliation.

We have authorized the investment of up to $200,000-10% of our denomina-
tion's investment funds-in programs of inner-city renewal.

We have allocated $15,000 for participation in the Poor People's Campaign spon-
sored by the Southern Christian Leadership Conference. This includes the assign-
ment of two of our staff persons and sixteen of our seminary and college students
to the campaign.

,We have appropriated $5,000 to the Negro Industrial and Economic Union,
which seeks full participation of the Negro in America's economy.

We have contributed more than $75,000 to programs of relief in Southeast
Asia and are continuing our efforts to relieve suffering in Vietnam through
Vietnam Christian Service and International Voluntary Services, Inc. More than
a dozen Brethren young people have served as volunteers in these programs in
Vietnam.

We have continued or increased our involvements in community development
projects in several impoverished and critical areas of our nation, especially
in Baltimore, Maryland, Los Angeles, California, Flat Creek, Kentucky, and
Germantown, Pennsylvania.

MORE IS NEEDED

-These are some tangible evidences of our determination to do what is needed
to help meet the triple crisis of our nation. We confess that we have done too lit-
tle. We are determined to continue and to increase our commitments.

Major action, however, to meet these crises must come from the government.
We look to you to provide leadership. You are in a strategic position to take the
initiative. Courageous and decisive action on your part can lead individuals,
communities, and the nation to new und constructive programs to remove the
causes of the crises, not to treat their symptoms. In this hour we appeal to you
to provide the vigorous leadership needed for bold steps to eliminate poverty and
racial discrimination, 'and to end the Vietnam War.
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NATIONAL INCOMES POLICY

ADOPTED BY WOMEN'S DIVISION OCTOBER 24, 1971

The Christian Church from its beginning has affirmed its belief that human
persons are God's most precious creation. It is therefore a stewardship responsi-
bility of the Church to encourage nations and societies to establish health and
welfare systems which Will enable persons to realize their greatest potential.

Human resource development is thus not only a moral imperative but also a
social policy, and is deeply involved in national self-interest. We cannot afford
the waste of human resources through poor health, limited cultural exposure,
inadequate education, and ineffective rehabilitation. The far-sighted prevention
of human illness and distress is even more important in the long run than cure
and rehabilitation.

We call upon both the governmental and private sectors of society to become
involved in a more comprehensive program which will meet at least these basic
needs.

Adequate food, clothing, and housing are necessary ingredients in the develop-
ment processes of human life. In a high money economy funds are needed to
purchase basic commodities and services. But many Americans today live under
economic conditions which deny them satisfaction of their basic needs. This
situation is scandalous because it is unnecessary. The economic productivity of
.society is well able to meet the total needs of the society and more. However,
present programs for producing economic growth and increasing employment
are inadequate to meet the need. Likewise, various income transfer systems,
such as public welfare. unemployment insurance, and even Social Security itself,
have in many cases failed to make possible an adequate minimum standard of
existence. While a national program of income maintenance is not a substitute
for a full employment policy,' neither is a full employment policy a s-bstittte
for an income policy. Both programs are needed, and if one or both are missing
we shall continue to block the development of the maximum productive skills of
a tragically large number of our fellow citizens. Wage standards are needed
which provide a living wage. It is also necessary to broaden and improve social
welfare services.

We must acknowledge that our economy functions imperfectly. It becomes
the responsibility of society to develop new institutions which more adequately
fulfill human rights. As Christians we have the obligation to develop the moral
foundation for public policies which will provide every family with the minimum
income needed to participate -as responsible and productive members of society.

We call upon our Churches and the General Boards and Agencies:
1. To study the various methods for providing every individual and family an

income capable of supporting human life in dignity and decency; and
2. To participate in the development and implementation of those policies

which best fulfill the following criteria:
(a) Available to all as a matter of rights;
(b) Adequate to maintain health and human decency;
(c) Administered so as to maximize coverage and adjust benefits to

changes in the cost of living;
(d) Developed in a manner which will respect the freedom of persons to

manage their own lives, increase their Iower to choose their own careers, and
enable them to participate in meeting personal and community needs;

(e) Designed to afford incentive to productive activity;
(f) Designed in such a way that existing socially desirable programs and

values are conserved and enhanced.

STATEMENT REGARDING WELFARE REFORM LEGISLATION OFFERED AS TESTIMONY
BEFORE THE SENATE FINANCE COMMITTEE BY THE DEPARTMENT OF CHURCH IN
SOCIETY OF THE CHRISTIAN CHURCH (DISCIPLES OF CHRIST), INDIANAPOLIS, IND.,
JANUARY, 1972.

The attached Resolution #26 entitled "Concerning Social Welfare" was ap-
proved by the General Assembly of the Christian Church (Disciples of Christ)
meeting in Louisville, Kentucky, October 15-20, 1971. This statement of our
church is presented in testimony by the Department of Church in Society of the
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Christian Church (Disciples of Christ). Ours is a Protestant denomination of
some 1,300,000 members and the General Assembly, our most representative body
is attended by 6,000 voting delegates appointed by local congregations, regional
and national units of the church.

The accompanying Resolution #26 speaks clearly and pointedly concerning our
position on welfare reform. We further emphasize our conviction that the time
has come for the federal government to assume its responsibility in this realm of
our national life. Not to act now would only increase the frustration and suffering
of millions, which would be destructive and irresponsible on the part of
govermnent.

Nor is it enough that government should enact legislation that falls far short of
what is needed to meet the needs of the poor, the sick. the aging and the disabled-
young and old. We do not lack the resources. Our only danger is that we may lack
desire and determination. This nation is rich enough. The only question really has
to do with the measure of our insight and our compassion.

We believe the American peol)le are able to understand the problems created by
our deficient and outworn welfare system. We believe the American people are
also capable of recognizing the responsibility that Is upon us all to deal justly
and realistically with the needs of the poor. Our church, along with a large seg-
ment of the American religious community is committed to a society where it is
made possible for all people to live in decency, dignity and freedom.

CONCERNING SOCIAL WELFARE

TIE 8rEUATION

The church has had a long-standing concern in the area of social welfare.
In 1963 the International Convention of Christian Churches pointed out that
"Christians, both individually and corporately, have been caring for the sick,
the poor, the troubled, the halt, the lame, the blind since the beginning of the
Christian movement." The assembly also declared then that "If any person is
unable to care for his own health and welfare needs, we believe that he has
every right to call upon the resources of the community without embarrassment
and without being assigned second-class citizenship. Health and welfare agencies,
private and public, should recognize that their services are not 'favors' to be
bestowed but are resources on which ny client in need has a rightful claim."

The church's continuing concern wasa gain expressed in 1069 when the General
Assembly endorsed "as a principle some form of family income support which
will both be adequate to maintain health and human decency and also be de-
signed to afford incentive to productive economic activity."

The problems of the welfare system continue to confront us. The Department
of Health, Education and Welfare reports that over 12 million persons are now
receiving public assistance.

Of these, 28 per cent are 65 years of age or older; 50 per cent are children;
12 per cent are mothers of those children; nine per cent are physically handi-

.capped. An additional ten million persons are in families with incomes below
the poverty level (as defined by the Department of Labor for a family of four in
an urban setting, $3,940). yet receive no assistance.

The present national administration has recognized the need for major changes
in our welfare system and has proposed legislation incorporating the principle
of a uniform national family income policy. Meanwhile, welfare groups such as
the National Welfare Rights Organization have brought forcefully to our at-
tention continuing major injustices which violate human dignity and impede a
person's potental for growth.

PRINCIPLES

1. We reafflrm the principle of a national family income plan to replace the
present welfare system. The guaranteed family income in such a program clearly
should not be lower than the present poverty level established by the federal
government (for a family of four in an urban setting $3,940).

2. We reaffirm the right of persons to be involved to the fullest degree possible
in the decisions which affect their lives. Therefore, we support the principle of
welfare recipients organizing to express their concerns and to suggest solutions
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for their problems. Such suggestions must not merely be heard, they must be
taken with the greatest seriousness.
3. Ve reaffirm that a family income support program should "be designed to

afford -incentive to productive economic activity." However, In the light of recent
legislative discussion, we also feel the need to affirm :

(a) that work offered to those on public assistance should pay at least
the minimum wage;

(b) that mothers with pre-school children should not be required to accept
-work to qualify for public assistance;

(c) that a work incentive program by itself does not solve the welfare
problem since a relatively small percentage of those on public assistance are
able to work in any case.

Therefore be it resolved, That the General Assembly of the Christian Church
(Disciples of Christ) meeting in Louisville, Kentucky, October 15-20, 1971 urge
the administrative and regional units and congregations of the church to imple-
ment the following actions:

1. We call upon the Division of Homeland Ministries of the Christian
Church (Disciples of Christ) to develop an aggressive program aimed at
federal legislation for a family income support program in accord with the
principles given In this resolution.

2. We call upon each regional unit of the Christian Church (Disciples of
Christ) through existing or newly created structures to investigate the
public welfare situation in its own region and to suggest appropriate action
for the congregations in light of the principles stated in this resolution.

3. We call upon each city or district organization of the Christian Church
(Disciples of Christ) to make contact with those structures in its community
through which the poor are making their voices heard. In light of such
contacts, we call upon the congregations in dach area to develop programs
in accord with the principles given in this resolution.

Be it further resolved, That the General Minister and President of the Chris-
tian Church (Disciles of Christ) he requested to report to the-next General
Assembly on the church's implementation of this resolution.

RIGHTS OF THE POOR

Believing that the rights of human beings include the rights to minimum
income, adequate housing and legal services and dignity in old age; and

Believing that it is. the responsibility of government to secure, protect and
defend these rights, and to provide appropriate services to implement them;

Therefore be it resolved, The 1971 General Assembly of the Unitarian Univer-
salist Association urges that the United States Government and the Government
of Canada:

1. Provide family income through a program of income maintenance adequate
to meet needs for food, clothing and housing; and

2. Commit whatever resources are necessary to provide a decent home for
every American and Canadian family; and

3. Enact legislation to achieve equity in tenant-landlord relationships, pro-
tecting the ri',hts of both tenants and landlords: and

4. Enlarge legal services for the poor and disenfranchised throughout the
United States and Canada, with apl)ropriate funding, without political harrass-
ment, manipulation and intimidation.

Adopted by the Tenth General Assembly of the Unitarian Universalist Associ-
tion, held In Washington, D.C., June 11, 1971.

A CALL FOR WELFARE REFORMs

A Social Pronouncement of the Presbyterian Church in the United States-
Adopted by the 1971 General Assembly.

The Presbyterian Church in the United States shares the widespread con-
viction that the welfare system in our nation has failed miserably. Public
assistance benefits are not sufficient to provide a decent standard of living for

72-673 0- 72 - pt.3 - 22
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most recipients. Many needy persons receive no benefits at all. The system has
built into it disincentives and inequities which tend to perpetuate the very
poverty it is intended to alleviate. The need for reform is clear.

We confess that we have often accepted and taken comfort in common myths
about the poor and those on welfare. We have believed along with many others
misconceptions such as these:

Most poor people are able-bodied but lazy loafers.
Those on welfare could work but prefer to freeload off society.
Welfare recipients waste their money on expensive cars and the like.

Believing such myths, we have done little to effect change.
Now we emphatically .reject these myths as false. Moreover, our recognition

that God calls us to seek justice for all men, our sense that justice demands that
every man have the material conditions necessary for his physical and social
existence, our awareness of the injustice suffered by the poor in the midst of
our affluent society, and our sensitivity to the fact that half of the poor in our
nation are in the region served by our church compel us to act. Therefore, the
Presbyterian Church in the United States in this 111th General Assembly:

1. Urges the enactment of a national program which provides a basic and
adequate minimum income or opportunity to earn such for all persons in the
United States.

2. Declares its judgment that the adequacy of any proposed program of income
maintenance should be measured by these criteria:

(a) It treats the basic necessities of life as a universal human right,
without reference to judgments as to who does or does not deserve them.

(b) It contains strong incentives for work, but does not require accept-
ance of employment as a condition for receiving public assistance for mothers
with preschool or elementary school age children.

(c) It grants an income large enough to provide for basic needs and to
sustain every person's participation, with dignity, in society.

(d) It provides job training and assistance, by the government if neces-
sary, in obtaining jobs for all those desiring them.

(e) It provides income primarily in money so that a social stigma will
not be attached to the form of one's subsistence, though this does not ex-
clude additional public provision of social services, facilities, and the educa-
tion of welfare recipients in the best use of their resources.

(f) It provides for grants in such a way that objective standards are
established and maintained, and arbitrary judgments by public officials are
minimized.

3. Urges church members, congregations, and middle judicatories to study the
welfare system in their own localities and specific income maintenance proposals,
and to help create a climate of national opinion supporting the earliest possible
enactment of an adequate program of income maintenance.

4. Urges support of specific legislation which meets or moves significantly in
the direction of the foregoing criteria.

5. Directs the Stated Clerk to inform the Administration and Congress of this
social pronouncement, and directs the Office of Church and Society to seek im-
plementation of the action filed for herein.

Senator CURTis. Mr. Chairman, our next witness, Dr. Roger Free-
man, has had a very long and impressive career in government, in
analysis, in studying various social proposals and programs, and I
would hope that he would take just a moment at the opening of his
statement to give a little resume of his background and activity begin-
ning from the very time he got started in State government matters.

Senator ANDERSON. You may do that.
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STATEMENT OFROGER A. FREEMAN, SENIOR FELLOW, THE HOOVER
INSTITUTION ON WAR, REVOLUTION, AND PEACE, STANFORD
UNIVERSITY, CALIFORNIA

Mr. FREEMAN. Thank you.
Mr. Chairman and members of the committee, I am Roger A. Free-

man, senior fellow at the Hoover Institution on War, Revolution, and
Peace at Stanford University.

Of course, any opinions I may express are my own and not to be
attributed to the institution with which I am connected. Also, I repre-
sent nobody; I express only my own opinions and I appreciate the
invitation of your committee.

In response to Senator Curtis' question, IL have been at Stanford
University now for the past 10 years, which was interrupted from 1969
to 1970 when I was serving as special assistant to President Nixon, as
I served under President Eisenhower in the 1950's.

Prior to that I was an assistant to Governor Langlie of the State of
Washington from 1950taAAB._

I have served on several presidential commissions, on the staff of
commissions, but this is too long a list to recite so I hope that this will
suffice for my background.

I have had the privilege in prior years to testify before the Senate
Finance Committee and a number of other congressional committees.

I submitted extensive testimony for the record and, with your per-
mission, will summarize it in six points.

If you will permit me, may I refer to something that was just said
a few minutes ago-the question about work and eating?

Of course, the quotation is from St. Paul's letter to the Thessa-
lonians: He who does not work neither shall he cat--which is, in-
cidentally, copied in the Soviet constitution, article 12, without giving
credit to St. Paul and this is one of the provisions in the U.S.S.R. con-
stitut*on which thls Soviet Government enforces very strictly, that he
who does not work neither shall he eat.

There is no welfare program in the Soviet Union; nor is there un-
employment compensation, but everybody is entitled to a job at a
minimum pay, which at the present time is 60 rubles or about $70 a
month; anybody who is satisfied with that, can take it. Who isn't satis-
fied may look for a better job if he can find it.

I personally think that is not a bad idea but this leads us somewhat
afield.

Now, with your permission, I would present six points, a summary
of my more extensive te.imony.

Senator ANDFRsON. Your entire document will be included. We will
print the entire statement..

Senator BENNETT. The entire-statement will be printed in the record.
Mr. FRXAN. Yes, sir.
Senator BmNm-r. Excuse me.
Mr. FREEMAN. Thank you, sir.

,Point 1: A broad consensus appears to have been reached in re-
cent years that time has come for a fundamental restructuring of
our public assistance system. Title III of H.R. 1 would substitute now
Federal public assistance programs for the existing Federal-State-
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local adult programs. As an alternative those programs could be inte-
grated with OASDHI. At the time when the Social Security Act of
1933 was passed, public assistance was viewed largely as a temporary
expedient until social insurance coverage became universal. That stage
has now been reached: more than 96 percent of all civilian paid em-
ployment was protected by public retirement systems by 1969. OAA
recipients are, on the average, 76.6 years old; 70 percent of them are
women of whom two-thirds are widows.

To grant recipients of adult public assistance programs--the aged.
blind and disabled-the dignity and security of OASDHI pensions,
at substantially higher benefits than at present, would seem to be an
overdue act of equity and compassion. It would be enthusiastically
received by the beneficiaries and greatly simplify administration.

Point 2: That AFDC is an abject failure and beyond repair is now
generally agreed, admitted even by many of its former admirers and
protagonists. Title IV of H.R. 1 would replace AFDC with a Federal
family assistance program (FAP). You are familiar with the details
of the program. I was part of the group that worked on it when the
program was developed and I was then convinced that it was ill con-
ceiv d. This is the first. time, at your invitation, that I express criticism
of that program publicly.

I would say that what Senator Ribicoff mentioned earlier today, the
possibility of a pilot program or pilot programs, seems to me quite
desirable. I wish that many of the existing programs in several other
fields had been started as pilot programs so that we could see what they
can accomplish-how productive they are, rather than invest billions
of dollars, as we have in several unproductive programs, which I do
not need to name at this time.

I feel that most of the specific features of FAP except aid to work-
ing poor have-been tried repeatedly and unsuccessfully in some form
or other in the past 15 years when Congress attempted, in vain, to
make AFDC fair while controlling its explosive growth. Despite
these efforts and all promises of the sponsors of the reform pro-
posals, AFDC rolls multiplied fivefold during that period.

FAP would not only retain most of the damaging features of
AFDC,-it would make them worse. Besides doubling the welfare rolls
immediately, FAP would, in my opinion, open a Pandora's box of
undreamed of dimensions. Disruption of labor markets, steadily
worsening social ills, and civil unrest could plague the country for
years on an increasing scale.

I 'was surprised to find myself in agreement with the preceding
witnesses in being critical of title IV, although for entirely different
reasons.

That FAP rolls would decline in subsequent years or that by its
activation "almost half of the AFDC mothers can be moved into
regular employment," as this committee was told last July by Sec-
retary Richardson, is not a hope but a mirage. Once enacted, FAP
has no place to go but up. The so-called work-incentive program
would subject recipients' earnings to a two-thirds deduction and offer
them a net wage of only 40 to 67 cents an hour. This is hardly enough
to motivate anyone to work.

Of course, it has been suggested in these hearings about 2 or 3 days
ago by Mr. Pechman that retained earnings be raised to 50 percent;
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that would cost far more money and would only be slightly more
effective. It remains to be seen whether work and training require-
ments, already enacted in H.R. 10604 last December, will prove more
effective than similar provisions have ii- the past, as long as welfare
benefits offer persons with low skills and little ambition an attractive
alternative.Applicants will register for training, if they are required to do so,
but most are not likely to obtain employment and keep it unless they
truly want to work at the type of job they are capable of filling, which,
in many cases, may be menial and iow paid.

Point 3. The universal criticism of current public assistance pro-
grains does not mean that our social welfare system was ill planned
and badly put together. In retrospect, it seems to ine that the struc-
ture's architects in 1935 did a magnificent job that has stood the test
of time well.

What happened over the past 36 years is not that the system failed
but that it was perverted and so badly abused by its managers that
its public assistance part has to be rebuilt from the ground. As
formed in 1935, the social welfare system consisted of three major
parts: (a) A Federal program of social insurance against the major
hazards of 'life; (b) Federal -State-local programs for clearly identifia-
ble and verifiable causes of need as a temporary bridge until social
insurance coverage became universal and comprehensive; (c) State-
local general-assistance programs for residual cases of need resulting
from an infinite variety of individual deficiencies that could not be
nationally categorized.

ADC was intended to cover, and initially benefited, mainly orphans
and children of incapacitated fathers. Today fewer than 5 percent of
the AFDC children are orphans. Three-fourths of the AFDC fathers
are absent; six out of every seven AFI)C fathers contribute nothing
toward the supi)ort of their families, the whereabouts of better than
one-half of the fathers is unknown.

A national system of public assistance that disregards the cause of
dependence and offers benefits comparable to low-skill wages is bound
to grow without limit. It is a permanent and irresistible invitation to
abuse and ruin. In most AFDC cases the cause of need is not economic
but social and requires individual consideration and judgment. which
is impossible under a national uniform program.

Point 4. Enactment of H.R. 1 would be a major milestone in the
process of concentration of all governmental power in the National
Government. S. 2037 by Senator Curtis offers one attractive alternative
that would return to the States powers which the Federal Government
haq assumed in recent years.

'Point 5. Persons whose need stems from objectively determinable
and verifiable causes, such as old age, blindness, disability, death or
incapacity of the breadwinner, et cetera, can be and should be covered
by a national insurance system. Most of the financial means for aiding
other cases of need-the social problem families-may also be provided
by the Federal Government. But the nature of preventive and correc-
tive programs as well as decisions on the appropriate form of aid,
treatment and traininew in each case mnust-be individualized and can
better be'determined at State and community levels.
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My proposal would shift old age assistance aid to the blind, aid
to the totally and permanently disabled and AFDC for widows,
orphans, and families of disabled fathers to national social insurance.
Other needy persons presently in general assistance and most AFDC
cases should lbe aided by State and local governments largely from
funds distributed among the States by the Federal Government in
proportion to population,- and in inverse ratio to per capita income, in
other words, closed-end formula grants.

Point 6. The National Government could also assist the States in
other ways. About 2 million fathers have left the families they spawned
to the tender care of AFDC and most of them contribute nothing.
Reciprocal support agreements among States have proven inadequate
or ineffective. Parental failure to support should be made a Federal
offense, because Federal money is involved, to be strictly and uni-
formly enforced throughout the country. At a time when 44 percent of
all women are in the labor force-and 38 percent of the labor force is
female-and half of all mothers of children 6 to 17 years of age do
work, mothers should be held equally responsible for the support of
their children.

For men and women who cannot compete for steady employment in
an open market, because their productive capacity is'below the wages
they would have to be paid. whether it is due to low intelligence, lack
of drive or for whatever reason, should be offered a sheltered work-
shop-type of employment, either with the help of tax credits or by the
Government acting as an employer of last resort. Work relief, which
particularly includes the care of children of other working mothers,
offers a valid and fair test of genuine need and of eligibility for public
assistance.

This, Mr. Chairman, is the conclusion of my summary.
Senator ANDERsoN. Thank you for a very fine and clear statement.
Senator Bennett?
Senator BENNETT. I will pass for a minute.
Senator CunrIs. I will yield to our colleagues down at the other end.
Senator HANSEN. Well, first of all, Dr. Freeman, it should be ap-

parent to all of us that you bring to this committee a very distinguished
career, a career sparked with a great number of experiences that I
think eminently qualifies you to speak knowledgeably and forcefully
on the subject to Which you have addressed yourself.

I am greatly impressed with what you say here. I am struck with
some of the statistics that you present, ana I am looking forward
eagerly to reading your full statement which, as the chairman pointed
out, will become part of the record.

I do have one or two questions.
Your feeling, with respect to some of the programs, is that 'by their

very nature they can be better administered by the State or at the local
level than at the Federal level. I believe you said something that would
indicate that.

May I refer specifically to your statement? You say:
But the nature of preventive and corrective programs as well as decisions

on the appropriate form of aid, treatment and training in each case must be
individualized and can better be determined at state and county levels.



1515

Supposing most of the AFDC cases were turned over to the States.
Some States operate an adequate program but others do not. Are not

--Americans who are in need entitled to be aided no matter where they
live, and is it not the responsibility of the Federal Government to see to
it that they do?

Mr. FREEMAN. Senator, State officials are elected by the people and
responsible to them, exactly as Members of Congress are. If they do not
carry out the wishes of their constituents they will not return to office;
I do not believe that there is any difference in the feeling of respon-
sibility which officials have at the State level from that at the Federal
level.

If the Federal Government is to assume all responsibilities it will
for all practical purposes eliminate our federal system, and we will
have -a uniform and centralized system of Government. I personally
believe-that the Federal Government is handling too many matters at
the present time, and as a result the time of the President-and I was
in a position to observe that in two administrations--and the time of
Congress is largely consumed by domestic matters. - As a consequence
they do not'have enough time for adequate consideration of matters
which can be considered, and decided only at the national level, such
is national security, international relations and so on and so forth.

Therefore, I believe that matters such as welfare which are well
within the capacity of officials at the State and local level should be left
there, with a financial contribution by the National Government.

Therefore, I feel that this is a matter that should be left to the
decision of the States.

Second: Persons whose cause of need can be objectively determined
and verified-the blind, the disabled, the aged-should be protected by
a national insurance system-OASDHI.

However, general assistance and most of AFDC consist of individ-
ual problem cases, multiple problem families, where the situation
differs from case to case and I don't believe that we can apply a na-
tional standard. At the local level each case can be judged on its own
merits.

The preceding witnesses said that there should be no distinction be-
tween the deserving and the undeserving; that was news to me as part
of the Protestant ethic but maybe this is a modern version of it.

Senator HANXSEN. With further reference to your last observation,
it has been contended by a number of witnesses repeatedly before this
commn ittee that while they agree to $2,400 br a $3,000tevel for a family
of four at the present time, person after person has testified that what
we really should be paying would be not less than the poverty level,
which I understand for a family of four last year was in the neighbor-
hood of $3,900. But, yesterday, I think there were some witnesses from
New York State who left me, at least, with the impression that in New
York City the lowest acceptable amount of income on which a family
of four could make a go of it in that admittedly expensive living area
was in the neighborhood of around $7,700 or $7,900.

As an economist, would you comment on what would happen if this
Government were to agree to pay all persons, whether they are em-
ployed or not, money sufficient so that their total amount available to
them for living, for a family of four, would be not less than, say,
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$8,000. This is the figure which I think was recommended to us yester-
day.

Mr. FREEN A-N. Well, Senator, the first thing I would quote is a
statement by a famous classic French economist who defined govern-
ment as a system under which everybody is trying to live at every-
body else's expense.

Once we adopt a certain national income level to which everybody
is entitled-whether there is a good reason for the lack of an adequate
income or not-and we set it at $2,400, there is no reason why it
shouldn't be $3,000, why somebody cannot say it ought to be $4,000 and
finally someone will come up with $6,500 or $7,800, the end result of
it would be, as Senator Bennett pointed out, that nobody u) to a me-
dium level of skill would want to work or very few, shall we say-no-
body may be a slight exaggeration-but the result of it would be that
most people would see no reason why they should work for an amount
which they can get for free,- as long as it is guaranteed.

This is why the system in 1935 clearly established that a person is
entitled to public assistance as long as there is an identifiable, recog-
nized and verifiable cause of need-old age, blindness, disability and so
forth. To guarantee to every household $7,800 or $6,500, or even
$2,400, I thirik, would ru'n the economy, and abolish the low-skill labor
market. Finally, we would find that nobody up to a medium skill would
want to go to work and without work we cannot pay $7,800 or what-
ever the guaranteed income is.Senator HANSE-. Well, now, let's suppose that the Government
decided that we would pay it?

Mr. FREEMAN. Yes.
Senator HANSEN. I mean, they wouldn't raise it with tax revenues.

Let's assume that the Government decides, whether or not it may be
appealing to economists, that we will pay it?

Mr. FREEMAN. Yes.
Senator HANSEN. Let's assume that no one should have to live on less

than $7,800. Would you think that under that situation the $7,800 or -
the $8,000 that was given to a family of four would buy for very
long what it might have presumed to buy now?

Mr. FREEMAN. Senator, if the Government proceeded to pay every-
body, shall we say, $7,800 and does it by printing the money, then
it would repeat what has been done in several countries around the
world.I have served in some _f them as fiscal adviser after inflation ran
wild. I was sent to Bolivia as financial adviser where the Government
had instituted a system beyond its means. The peso boliviona which
started out as an equivalent of $1 was down to one fifteen-thousandths
when I arrived.

I once lived in a country where my salary every month was about 4
million but for the 4 million I coudn't buy as much as $300. This is
exactly what would happen in such a system; the Government would
print the money but there would be less production because fewer
people would work,

Now, obviously, that cannot go on for very long. In fact, it would
end in chaos very shortly.
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Senator HANSEN. Just one further question, Mr. Chairman, and Irealize I am taking more time than I should, probably, but this is in-
deed a very exciting witness and one whose background, I think, gives
him a very unique position from which to comment.

Would you agree, without going into the mechanics of how the
distribution of food and services may be divided up, and admitting, as
I readily do, that there are inequities, that some people receive more
than they should-othei's receive not as much as they should, but over-
all, as a people, is not the real measure of our standard of living more
likely to be reflected by our total productivity and our total effort in
the service fields rather than it is by any arbitrary level that may be
arrived at insofar as the number of dollars goes?

I am trying to imply if we only have half of the people working, as
some predict would result, were we to pay $8,000 a year to every family
of four, whether they worked or not, that there would be such a re-
duction in the output in this country and such a diminution in
services as to cut back on what each of us would have-do you share
that view, Doctor?

Mr. FREEMAN. Senator, I believe that the basic principle of our sys-
tem is that a mans earnings are determined by the value of the goods
or services he produces which is set in and by the market. In other
words, whatever lie produces is evaluated by the market and that may
be $200 or $2,000 a month. Now, the market may not be a perfect judge
but it is a far better judge than anything else we could do. Whenever
we try to overrule the market then there is no limit to the foolishness
we may commit. Therefore, it seems to me that our basic reliance on
rewarding people according to the value of their output or service is
sound.

Now, many of us will disagree with the judgment of the market;
for example, the writer of some beatnik music or some rock song may
have sold millions of his records. As long as there are people volun-
tarily paying their own money for his music and it is their judgment,
I would defend their right to do so although I personally may not
value his output at a million dollars. I believe that to uphold that
principle is essential because if we abandon it we are bound to make
foolish mistakes. There is one exception: peqple who meet with mis-
fortune or who suffer an accident, whatever it may be, or are aged, are
entitled to be helped. Otherwise, I do not believe that anybody has a
claim to be supported by the Government. Everybody has a right to
an opportunity to earn a living, but nobody has a right to have his
living come from the Government except those who work for it
directly.

Senator HANSEN. Thaik you, sir.
Senator TALMADGE. Mr. Freeman, I found your statement very in-

teresting and I find myself in substantial accord with virtually all
of it. %

You stated that you had been adviser to one of the South American
countries in financial extremes and I beleve you mentioned Ecuador?

Mr. FREEM AN. No, Bolivia, sir.
Senator TALMADGE. Bolivia?
Mr. FRmMAN. Yes.
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Senator TALMADGE. Have you studied the recent history of
Uruguay?

Mr. FREEMAN. I have followed it in general terms, and I think, it is
a prime example of the welfare state at its extreme where a basically
sound country that used to be-quite prosperous has almost deliberately
ruined itself when everybody was trying to go live at everybody else's
expense.

Senator TALMADGE. That was my pur ose.
Mr. FREEM1AN. Someone once said that an election is an advance

auction of stolen goods.
Senator TALM[ADGE. Thank you very much. I have no further ques-

tions. [Laughter.]
Senator BYRD. Thank you, Mr. Chairman.
Dr. Freeman, like Senator Talmadge, I am very much impressed

with your testimony. I notice on page 56 your subhead says, "The
Family Assistance Plan Reform or Road to Ruin."

Now, I assume that while you feel that there should be i reform of
the present system, a change in the present system as you have testi-
fied, that you do not regard H.R. 1 as reform, welfare reform, but
rather as welfare expansion?

Mr. FREEMfAN. Yes, sir.
Senator BYRD. Would that be an accurate understanding of your

belief?
Mr. FREEMfAN. That is correct, sir.
Senator BYRD. I note on page 60 of your statement where you are

talking about the potential work incentives, that you point out that
FAP will disregard one-third of a recipient's earnings; the other two-
thirds will be deducted from his welfare benefits; and then you point
out that this means a 67 percent income tax on his wages which you
equate with the tax now being paid on wages of, or salaries earned
by those in the $120,000 to $140,000 bracket?

Senator BE.NNETT. Will the Senator forgive an interruption?
We changed the law in 1969 so that nobody pays more than 50 per-

cent on earned income. That is the top limit on earned income.
Mr. FREEMAN. Yes.
Senator BYRD. Under this proposal, a welfare recipient would be

subject to the equivalent of a 67 percent tax. Would that be correct?
Mr. FREEA-N. That is correct.
In other words, if a welfare recipient gets a wage of $60 he can

keep $20 and $40 will be deducted from his welfare check so that he
nets only $20, which is the equivalent of a few cents an hour and I
think very few men or women would want to work for that.

Senator BYRD. I note on page 64 you make this statement: -
There probably is only one way in which a man or woman can be made to

take a Job and keep it. namely, to make him want it.

It seems to me that is a logical and sound reason and you say further
.no mandatory work requirement can make him do that.

I think that is correct, too.
Then you get back to some figures which I really had not thought

about before until you brought them out and point out, first, that a
person may not necessarily refuse to take a job but could take a job
and then get himself fired or his appearance be such that the pro-
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spective employer would turn him down anyway; but if he didn't want
to do that, and if as you say here, "Let us suppose a mother with four
children lacks the imagination and plainly refuses to take an offered
job, that means her FAP benefit will be reduced from $267 a month to
$200 a month."

In other words, if what you are saying, am I correct in this, what
you are saying is that under the proposal of H.R. 1 even though pre-
sumably it has work requirements in it, that a person can refuse to

take a job and still be paid $200?
Mr. FREEMAN. That is correct, sir.
Senator BYRD. Thank you.
Senator BEN-.NETT. Thank you, Mr. Chairman. I would just like to

make one observation. I think it is too bad the preceding witnesses
left the room before Dr. Freeman talked, because on page 44 of his
statement and following are. all those figures about the relations of
fathers who desert families and of woman who work which they
brushed off with a casual statement that the information didn't exist.
I just say it is too bad they left.

But what is the statement-there are. none so blind as those who
will not see.

Senator FANNIN. Dr. Freeman, we are very fortunate to have you
with us today. I have been very impressed with having your counsel-
ing and advice and today I feel it is a double privilege because we are
bringing out facts that I think can be valuable to us in making deci-
sions. I congratulate you for the fine work you have done.

Dr. Freemani, I know of your extensive experience i many other
countries of the world. You mentioned about the. South American
country, Bolivia. I understand you have studied the welfare system
in the Soviet Union.

Can you tell us how the Soviet Union handles its welfare problem?
Now, understand, I don't assume you want the United States to follow
their system, but for information I think it would be. valuable to the
committee to know how they do handle this program.

Mr. FREEMAN. Senator, I have visited the Soviet Union for exten-
sive periods several times for study purposes. Obviously, I do not want
us to copy the Soviet system as such. But it would be foolish for us
to assume that in certain aspects they haven't had some good ideas.
It is always, I believe, most dangerous to underestimate your opponent.

One of the purposes of my studies in the Soviet Umon was to find
out about unemployment and welfare.. Now, unemployment does not exist in the Soviet Union. It was
abolished by decree of the Supreme Soviet in 1932; therefore, it cannot
exist and if you ask about statistical data they simply refer to the
fact that it does not exist.

There is no unemployment compensation; there is no such thing
as public welfare, but it you are aged, if you are disabled, if you are
ill, then you are taken care of although to a very limited extent, but
there is no such thing as public assistance or anything like ADC.

Now, what the Soviet Union does, as I mentioned earlier, is carry
out a provision in the U.S.S.R. Constitution that every Soviet citizen
is entitled and has a right to work. If he applies to a labor exchange
because lie cannot find a job on his own or her own, he is assigned to a
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job at the minimum wage. This is why in Moscow and Leningrad you
find thousands and thousands of men and women sweeping the streets;
they are very clean compared to our own streets. The subways in those
cities are sparklingly clean because there are usually a man or woman
ahead of you and one behind you with mop and broom to clean up
in front of you and behind you.

In New York we have dirty subways because cleaners have to be
paid about $700 a -month and the men or women who would do the
cleaning job in Moscow are paid $200 or $300 or more a month in
welfare. Maybe it makes sense. There are many jobs in the Soviet
Union, some of them make work jobs. There are in the Soviet Union,
as there are here, many people, a small percentage of the total, but
still many people, whose capacity or productivity are quite low. They
may just -sit somewhere and watch something or do very simple
jobs, but that is a test, a very valid test, of need.

If someone is willing to do some work within his capacity, even
if he doesn't contribute very much because he can't contribute much,
that in itself, I think, is proof that he needs the money and if he gets
only the minimum pay why that is it. That means, of course, that
everybody will try as best he can to find himself a better job that
pays more money.

But there is a floor and I think that makes sense.
Senator FANNIN. Well, thank you very much. I know that we all

realize that the unit cost of production is the important factor as far
as competing with the other countries of the world and we had that
brought out to us when we visited Japan. We were talking to the
American ambassador at the embassy and the first thing he told us
was, the Japanese are guilty of unfair labor practices; they like to
work.

But this is a serious matter because unless the attitude exists in this
country, the same attitude that we are concerned about, we are not
going to have those jobs and that is why when I was talking to the
previous witnesses L brought out that surely we want to take care of
those who could not take care of themselves and we talked about the
blind and handicapped and infirm and the aged; but won't we need
to change the attitude of many people regarding the necessity of work-
ing at a job that is available if we are going to compete with these
other countries?

Mr. FREEMAN. I believe that is essential. As long as people of low
productive capacity, many of whom may also be of low intelligence,
learn that they can make about as much monev by not working as by
working, they'll ask, "Why should I work?" The way I expressed it
in another paper is that many of our low-income people may be of
low intelligence but they are not stupid. Why should they take a cum-
bersome low-paid job?

So, therefore, as long as a work-less opportunity exists I don't believe
you will get them to do much work. The main purpose is not the value
of what they produce; many cannot and will not turn out much of
value. But it is a test whether somebody is entitled to assistance. Let us
not forget that most people work to support other people who are not
working. I believe somebody who claims support from other people
who are working should demonstrate that he is willing to do his best
within his capacity.
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Senator FANNIN. Well, I think you bring out that when some people
are working and supporting others. They would want additional pay,
naturally, because their taxes are higher and their costs are higher, so
then this is all cranked into the problems that are in manufacturing.
Where I am vitally concerned is that we have jobs going overseas, a
good many of our companies going overseas, and going into low-wage
areas so they can compete with the other countries of the world. We
are encouraging that by increasing their cost of production. This is
just as serious a factor to me as any other increased cost that may come
about from the standpoint of a competitive position of this country
to other countries in the world.

Now, trying to determine how can we best lower these costs I think
we all agree that good. management would help considerably. Do you
feel that the States can do a better job than the Federal Government
in managing these programs?

Mr. FREEMNAN. I believe that the only way to enforce fiscal discipline,
which is really what it amounts to -

Senator FANNIN. Yes.
Mr. FREEMAN (continuing). Is to relate, as it was once well ex-

pressed, the pleasure of spending public money with the pain of raising
it. It means that if a State knows under closed-end formula grants
that with its population and its per capita income it will get a Federal
grant for public assistance this-year of, shall we say. $10 million, all
welfare spendlhg beyond that amount will have to be justified by that
Governor and legislature before their own constituents because they
will have to raise the taxes for it.

Senator FANNI. Well, there are
Mr. FREEMAN. However. at the Federal level, legislators who make

the decision on the spending have no responsibility for raising the.
funds. Under the present system the Federal Government is con-
tractually committed to reimburse the States and there is no upper
limit.

As you know. it has happened in most years that there was first an
amount placed in the budget, and later there was a supplemental ap-
propriation because the States simply put more people on the rolls.
Many of the States have been trying to restrain the expansion of their
public assistance rolls through various measures. But often they were
prevented from doing so; they were defeated time after time either
by the Department of HEW or/and by the rules or by the courts. It
usually was the Federal Government that prevented the States from
restricting or restraining access to the public assistance rolls.

Therefore, to put restraints on the States it seems to me is putting
the muzzle on the wrong dog. If you give the States a limited amount
they will restrict their spending'but if you leave control to the Fed-
eral Government it just means no limit to the expansion.

Senator FANNIN. Well, how about matching grants-would you be
in f~vor of that?

Mr. FRtEA.N\-. I have my doubts that matching grants are the best
method of achieving a balance. A matching grant means under the
medicare formula a Federal share of 50 to 83 percent, and the 1965
amendments permitted the States to use either the old formula with an
upper limit or the medicare formula which has no upper dollar limit.
This means that a State can spend 50-cent dollars and even 17-cent
dollars. If a Governor or other official can spend a dollar to make some
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constituents happy, and it costs the States only 17 cents, I think that
is a pretty good deal which invites some States to spend more than
they need to.

The fact is, at the present time, two States alone, New York and
California, which account for one-fifth of the population of the Unite(b
States, receive one-third of the Federal grants; and since these are
the two richest States, it really amounts to the rich robbing the poor.

Senator FANNIN. Well, Doctor, I certainly agree with you on the
problem. The difference between a State and Federal Government,
we can't spend money at the State level that we don't have, but when
we come to the Federal Government, we can spend money whether we
have it or not, and that is a sad situation. I can recall some of these
Federal programs and your emphasis on what has happened because
the Federal Government has almost forced these programs on States;
they have enticed them to accept the programs. I can remember a pro-
gram starting out with the Federal Government paying 100 percent
the first year. 80 percent the second. 60, 40, and then the State had to
take it over. We found the State was taking over many programs we
did not need necessarily, as compared with other programs we needed.
But I agree with you this is a very serious matter. I just hope that
we can keep this control at the State level so that the people, as you
say, can have their voice expressed by the elected constituents, because
if their tax rate goes up, they must account for it.

Mr. FREEMAN. That is exactly it. This isi Senator, why I proposed
that a closed-end grant would be a better system. At the present time
with all the Federal regulations, whenever a State tried to restrict
access to the public assistance rolls, it was slapped down either by
the Department of HEW or by the courts. Just in the last few months,
there were several cases where States adopted restraining rules--
in New York and in California, particularly-and they were pre-
vented from carrying them out by Federal orders.

If the controls were handed over to the States, it would be the duty
of the State officials to justify to their own constituents what they do,
for better or for worse, and they will then have tM run on their rec-
ord.

Senator FANNIN. I wholeheartedly agree with you. There is an Ari-
zona regulation cutting recipients off welfare rolls after more than
90 days absence from the State, which was struck down. This is a sad
situation because you cannot trace these people, and they hold the
State responsible to pay these welfare grants, or pay welfare to these
-people; the recipient will go ahead and receive a check after they have
left the State for even 90 days.

Well, I look forward to reading the balance of your testimony, Dr.
Freeman. Thank you very much for being with us today.

Senator ANDERSON. Are there additional questions?
Senator JORDAN. Mr. Chairman, I had several questions, but I

think they have been pretty well covered in the colloquy or in the
comprehensive statement that Dr. Freeman has provided us here.

May I say that I have known Roger Freeman for 20 years, since
the days when he was on the staff of my good friend, the late Arthur
B. Langlie, Governor of Washington. I have watched his career
down through the years, and when I saw he was to appear here as a
witness, I knew his testimony would be constructive. I have not been
disappointed. Thank you, Dr. Freeman.
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Mr. FREEMAN. Thank vou, Senator.
Senator CURTIS. Dr. Freeman, I think your principal points have

been well established, but I do want to explore one situation. We have
had testimony here the last few days to the effect that they accepted
the principles of H.R. 1, but instead of a $2,400 figure, it should be
$3,000. Others have suggested $4,000: some of them $6,000 or $6,500.
There is a great danger that. the Congress and the people generally
might find that those programs are very bad. and H.R. 1 probably
isn't very bad.

What I am asking you is: Are the same erroneous principles exist-
ing in H.R. 1 that can lead to troubles that are in these other pro-
posals that carry the family assistance plan or guaranteed income
for a greater amount?

Mr. FREEMAN. The principle is the same, Senator, whether you
have $2,400 or $3.000 or $4,000 or $5,000. In fact, I am convinced
that, even if you started at $2,400, it wouldn't be very long when it.
would be up.

Senator CUTIs. It has been increased by 50 percent.
Mr. FiEEMAN. Yes. -
Senator CURTIS. In the last few months; it started out as $1,600.
Mr. FRFEMAN. It was originally $1,600 with food stamps, and then

the food stamps were eliminated, so now it is $2,400, but the $2,400 is
not all.

Senator CtRTIs. No.
Mr. FREMAX. -Because there are medical and various other ancil-

lary benefits. For example, if you are on welfare, your children are
colinted for title I purposes, and there are several other benefits such
as in public housing to which you are entitled if you are on welfare.
Once you get in, you get more and more. I believe, that, the. whole
princil)le of IT.R. I of a guaranteed income is wrong, for this reason:
If there is a compelling reason why somebody cannot earn-such as
a mother of a child under 3 or of several small children, or somebody
who is totally disabled, or who is aged-then I believe he has a claim
against society to be supported. But H.R. 1 introduces the principle
that low income itself is t-he only criterion that entitles somebody to
public support.

Now, we have at the present time many cases-and I see them out
in California on the camnlus-of younz people who show a. disdain for
work. A fellow and a girl are not entitled to pslic assistance, on their
own, or to family assistance under II.R. 1. But sunn)os-ing they get
themselves a child. then they are in business; that child is their meal
ticket, and although they may get only $180 or $200 or whatever a
month, that may not Seem much to us, but to people who live at the
standard they are living and l)refer to live, because many of them are
intelligent enough to really earn money

Senator CURTIS. Isn't it true that what we are talking about, $2,400
or even the $1,600, that that bv no means is the full story, because
those same people get medicaid: many of them get. subsidized hous-
ing? And in arriving at the $2,400, certain earnings are excluded?

Mr. FREE.AN. Right.
Senator CURTIS. As I see it, the only difference between H.R. 1 and,

say, the prolIsal of the distinguished Senator from Connecticut, Mr.
Ribicoff, is a matter of time in which H.R. 1 would grow into that; is
that correct?
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Mr. FREEMAN. I am convinced of that, Senator.
Senator CURTIS. Yes.
Mf r. FREEMAN. No matter at what level it is established, once H.R.

I is in-title IV, that is-then within not too long a time, the benefits
would be raised and it would become a grab bag.

Senator CURTIS. And you would say, then, that although under
these more ambitious suggestions the immediate dollar costs would be
greater,-that H.R. 1 still starts down the same wrong road of han-
dling general assistance; wouldn't you say?

Mr. FREMAN. It is the same thlIng; there is no such thing as a little
pregnancy.

Senator CURTIS. Yes.
Mlfr. FREEMAN. And once it is in there, I believe it is one of those.

errors that cannot be undone.
Senator CURTIS. Yes.
Now. there will be. once thlat starts, too, there will be political

piessinres that will add monittum to it; isn't that correct?
Mr. FREEMAN %-. It is so easy to argue that $2,400 is not. enough; it

must be $3,000. Actually. Senator, $2,400 a, year, even if it were only
that., regardless of ancillary benefits, is about as much as a full-time
worker earns in the high-income industrial countries of Europe. It is
more than middle class or the upper middle class people earn in much
of the rest of the world.

Senator CUIRTIS. And it is tax free.
M11". FREEMAN. And it is tax free, right; and the result of it is,

as Senator Fannin pointed out so well, that this last year for the
first time we had a trade deficit; in fact, this morning's paper re-
vealed that for the first time the Soviet Union will exceed the United
States in steel output, the reason being that our steel is becoming less
and less competitive.

When I was in New York a few months ago, I was in the United
States Steel Building and just across there was the New World
Trade Towers being constructed and I was told those 100-story build-
ings are being constructed from Osaka steel.

We are becoming less competitive and if we continue to travel that
road where is the production., output, and income to come from?

Senator CURTIS. If H.R. 1 is adopted without increasing the amount
and it doubles the number of recipients of welfare, it will double the
political pressure that gets back of further momentum; is that right?

Mr. FREEM3AN. That is exactly the system which may bring us to the
point of no return which has already been reached in some cities where
there are so nly beneficiaries who pay no part of the tax bill
but only benefit, that politically it is hard'for public officials to resist
their demands.

You see, we are coming more and more to a system of representa-
tion with taxation. The number of people who only receive benefits
and have no_ tax responsibility is increasing geometrically. That has
been particularly evident in the last few years when taxes were cut
at lower income levels. I think this is the most dangerous trend for
any democracy, of dividing the population between those who pay the
bill and those who have nothing to expect but the benefits and, there-
fore, will push for more and more without limit.

Senator CURTrs. Now, before our society became sophisticated, and
when back in the days when almost everyone produced their own food,
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they went hunting or they raised livestock and they produced pota-
toes and produced the other things that they needed. If at that time
someone didn't produce the food and didn't gather the wood and didn't
get the wool and skins for their own clothing they perished, or-some-
bodv else did it; isn't that right?

Mr. FREEMAN. Inevitably.
Senator CURTIS. Yes. Now, the fact that our society has grown more

sophisticated and we shuffle a lot of papers and we use computers -and
people are mailed -a check, the fact remains that for every person who
does not work, somebody else has to do their work; isn't that right?

Mr. FREEMAN. It doesn't come out of nowhere so somebody has to
produce it.

Senator CURTIS. Yes.
Mr. FREEIMAN. Frankly speaking, this use of the term "sophisticated"

reminded me of the saying that a sophisticated person is a person who
has been educated beyond'his intelligence. In this case it seems to me
that obviously somebody 'has to be working if somebody else can con-
sume without contributing.

Senator CURTIS. Yes. I think that in a way the testimony we have
received the last :week and this week on the gigantic costs of some of
these proposals and the great number of people to place on the welfare
rolls, 70 million or more, in a sense has been a good thing to alert the
Congress and the country against such proposals. At the same time, I
think they can 'be very, very dangerous because it might develop senti-
ment in and out of Congress in support of H.R. 1 because it appears to
be more modest when, as you say, in reality, they are exactly the same
so far as the principles; is that correct?

Mr. FREEMAN. That is correct, sir.
Senator CURTIS. I do want to commend you for your entire state-

ment and your contribution. I would like to go on with him, many
questions, but I think you have covered it well.

I want to commend you for what I think has been the most com-
passionate and humane suggestion that any witness has made, and that
is, in substance, that we buy into social security and the other insur-
ance programs the benefits for those on old-age assistance and the blind
and the person who is totally disabled. They are faced with physical -
facts that can be determined objectively and caseworkers are not
needed. I think that your recommendation in that regard contains
more compassion and humanity than these more'elaborate programs
for family assistance.

I want to ask you this question in that connection:
If H.R. 1 is adopted and some eligible person chooses not to work

will he be treated better than a blind persoif who is on welfare; isn't
that true?

Mr. FREEMAN. That is correct. This is, Senator, where I believe a
distinction should be made between those whose meager circumstances
are beyond their control and those who choose not to work-If they so
choose that is all right, but ten they should fend for themselves.

Senator CURTIS. We have a roucait.
Thank you so much.
Mr. FREEMAN. Thank you very much.
(Mr. Freeman's prepared statement follows. 'Hearing continues on

p. 1620.)

72-573 O-72-pt. -23
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SYNOPSIS

OF THE STATEMENT OF ROGER A. FREEMAN, SENIOR FELLOW,
THE HOOVER INSTITUTION ON WAR, REVOLUTION AND PEACE,

STANFORD UNIVERSITY, STANFORD, CALIFORNIA

ON H. R. I (SOCIAL SECURITY AMENDMENTS OF 1972)

Titles III and IV (PUBLIC ASSISTANCE)

BEFORE THE COMMITTEE ON FINANCE, UNITED STATES SENATE

January 27, 1972"

1) A broad consensus appears to have been reached in recent years tha-t tho

time has come for a fundamental restructuring of our public assistance system.

Title III of H. R. I would substitute new federal public assistance programs for the

existing federal-state-local "adult" programs. As an alternative those programs

could be integrated with OASDHI. At the time when the Social Security Act of 1935

was passed, public assistance was viewed largely as a temporary expedient until

social insurance coverage became universal. That stage has now been reached: more

than 96% of all civilian paid employment was protected by public retirement systems

by 1969. OAA recipients are, on the average, 76.6 years old, 70M, .f tn. are women

of whom two-thirds are widows. To grant recipients of "adult" public assistance pro-

grams, the aged, blind and disabled, the dignity and security of OASDHI pensions, at

substantially higher benefits than at present, would seem to be an overdue act of e: 'ity

and compassion. It would be enthusiastically received by the beneficiaries and greatly

simplify administration.

2) That AFDC is an abject failure and beyond repair is now -en.raiy a reed,

admitted even by many of its former admirers and protagonists. Tit.L :" H. I.

would replace AFDC with a federal Family Assibtance Program (FAP) that would

*Opinions expressed are those of the author and do not necessarily express the views
of the institution with which he is connected.



1527

establish a nationally guaranteed annual income and ancillary benefits, recognize low

or no income, regardless of the cause, as the single criterion for eligibility to public

assistance, include the "working poor," impose work requirements and offer occupa-

tional training and work incentives.

Most of the specific features of FAP, except aid to the working poor, have been

tried repeatedly and unsuccessfully in some form or other in the past 15 years when

Congress attempted, in vain, to make AFDC fair while controlling its explosive growth.

Despite these efforts and all promises of the sponsors of the "reform" proposals, AFDC

rolls multiplied five fold during that period.

FAP would not only retain most of the damaging features of AFDC, it would

make them worse. Besides doubling the welfare rolls immediately, FAP would, in

my opinion, open a Pandora's Box of undreamed-of dimensions. Disruption of labor

markets, steadily worsening social ills, aud civil unrest could plague the country for

years on an increasing scale.

That FAP rolls would decline in subsequent years, or that by its activation

"almost half of the AFDC mothers can be moved into regular employment," as this

Committee was told last July, is not a hope but a mirage. Once enacted FAP has no

place to go but up. The so-called "work incentive" program would subject recipients'

earnings to a 67% tax rate and offer them a NET wage of only 40 to 67 cents an hour.

This is hardly enough to motivate anyone to work. It remains to be seen whether work

and training requirements, already enacted in H. R. 10604 last December, will prove

more effective than similar provisions have in the past, as long as welfare benefits offer

persons with low skills and little ambition an attractive alternative. Applicants will



1528

register for training, if they are required to do so, but most are not likely to obtain

employment and keep it unless they truly want to work at the type of job they are capa-

ble of filling, which may be menial and low paid.

3) The universal criticism of current public assistance programs does not

mean that our social welfare system was ill planned and badly put together. In retro-

spect, it seems that the structure's architects in 1935 did a magnificent job that has

stood the test of time well. What happened over the past 36 years is not that the

system failed but that it was perverted and so badly abused by its managers that its

public assistance part has to be rebuilt from the ground. As formed in 1935 the social

welfare system consisted of three major parts:

a) a federal program of social insurance against the major hazards

of life;

b) federal-state-local programs for clearly identifiable and verifiable

causes of need as a temporary bridge until social insurance cover-

age became universal and comprehensive;

c) state-local "general assistance" programs for residual cases of

need resulting from an infinite variety of individual deficiencies that

could not be nationally categorized.

ADC was intended to cover, and initially benefited mainly, orphans and children of

incapacitated fathers. Today fewer than 5% of the AFDC children are orphans. Three-

fourths of the AFDC fathers are "al'sent"; six out of every seven absent AFDC fathers

contribute nothing toward the support of their families, the whereabouts of better than

one-half are unknown.
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A national s)stem of public assistance, that disregards the cause of lckepndenco

and offers benefits comparable to low skill wages is bound to grow without limit. It

Ls a permanent and irresistible invitation to abuse and ruin. In most AFDC cases the

cause of need is not economic but social and requires individual consideration and

judgment, which is impossible under a national uniform program.

4) Enactment of H. R. 1 would be a major milestone in the process of concen-

tration of all governmental power in the national government. S 2037 by Senator

Curtis offers one attractive alternative that would return to the states powers which

the federal government assumed in recent years.

5) Persons whose need stems from objectively determinable and verifiable

causes, such as old age, blindness, disability, death or incapacity of the breadwinner,

etc. can be and should be covered by a national insurance system. Most of the financial

means for aiding other cases of need -- the social problem families -- may also be

provided by the federal government. But the nature of preventive and corrective pro-

grams as well as decisions on the appropriate form of aid, treatment and training in

each case must be individualized and can better be determined at state and community

levels. My proposal would shift OAA, AB, ATPt) and AFDC for widows, orphans and

familes of disabled fathers to national social insurance. Other needy persons presently

in GA and most AFDC cases should be aided by state and local governments largely

from funds distributed among the states by the federal government in proportion to

population, and in inverse ratio to per capita i come (closed-end formula grants).
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6) The national government could also assist the states in other ways. About

two million fathers have left the families thrjy spawned to the tender care of A FDC

and most of them contribute nothing. Reciprocal support agreements among states

have proven inadequate or ineffective. Parental failure to support should be made a

federal offense -- beQause federal money is involved -- to be strictly and uniformly

enforced throughout the country. At a time when 44% of all women are in the l4bor

force (38% of the labor force is female) and half of all mothers of children 6 to 17

years of age work, mothers should be held equally responsible for the support of their

children.

For men and women who cannot compete for steady employment in an open mar-

ket -- because their productive capacity is below the wages they would have to be

paid due to low intelligence, lack of "drive" or for whatever reason -- should be

offered a "sheltered workshop" type of employment, either with the help of tax credits

or by the government acting as an "employer of last resort." Work relief -- which

particularly includes the care of children of other working mothers -- offers a valid

and fair test of genuine need and of eligibility for public assistance.
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STATEMENT OF ROGER A. FREEMAN, SENIOR FELLOW,
THE HOOVER INSTITUTION ON WAR, REVOLUTION AND PEACE,

STANFORD UNIVERSITY, STANFORD, CALIFORNIA

ON H. R. I (SOCIAL SECURITY AMENDMENTS OF 1972)

Titles III and IV (PUBLIC ASSISTANCE)

BEFORE THE COMMITTEE ON FINANCE, UNITED STATES SENATE

January 27 , 1972"

For well over two years Congress has been considering a Family Assistance Plan

(FAP) which President Nixon has called "... the single most significant piece of social

legislation to be considered by the Congress in decades," and which he has designated

as the nation's number one domestic priority.

In his message of August 11, 1969, the President declared:

The present welfare system has failed us -- it has fostered family breakup,
has provided very little help in many states, and has even deepened de-
pendency by all too often making it more attractive to go on welfare than
go to work.

I propose a new approach that will make it more attractive to go to work
than to go on welfare, and will establish a nationwide minimum payment
to dependent families with children....

This would be total welfare reform -- the transformation of a system
frozen in failure and frustration into a system that would work and would
encourage people to work....

For the first time, the more than 2 million families who make up the work-'
Ing poor would be helped toward self-sufficiency and away from future wel-
fare dependency.

*Opinions expressed are those of the author and do not necessarily express t, views

of the institution with which he is connected.
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For the first time, training and work opportunity with effective incentives
would be given millions of families who would otherwise be locked into a
welfare system for generations....

For the first time, every dependent family in America would be encouraged

to stay together, free from economic pressure to split apart.

In short, the President envisions this as a historic turning point in American social

policy: from welfare to workfare.

I would like to read to you, at this point, from an Associated Press dispatch

on the signing of a bill "shifting the emphasis of the nation's welfare program for the

needy from the dole to rehabilitation" that admittedly will cost more to start with but

Will "eventually save the government money by stressing self-support and by simplify-

Ing welfare administration."

The President said Thursday that the bill he signed Wednesday night makes
possible the most far-reaching revision of the public welfare program since
it was enacted in 1935.

"This measure," he said, "embodies a new approach -- stressing services
in addition to support, rehabilitation instead of relief, and training for use-
ful work instead of prolonged dependency.

Incentives Usted

"This important legislation will assist our states and local public welfare
agencies to redirect the incentives and services they offer to needy fami-
Ies and children and to aged and disabled people.

"Our objective is to prevent or reduce dependency and to encourage self-
care and self-support -- to maintain family life where it is adequate and
to restore it where it is deficient."

This may sound like President Nixon signing H. R. 1 into law. But it was

actually President Kennedy signing an act with Identical goals on July 26, 1962, to
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carry out the 1961 and 1962 welfare reforms.

What were its results?

The population of the United States grew 11% between 19G1 and 1971 but the

number of AFDC recipients soared by 216%, from 3.2 to 10.2 million, and the AFDC

recipient rate (per 1000 children under 18 years) multiplied two and a half times,

I could go back farther and cite from President Roosevelt's 1935 State of the

Union Message, in which he proposed an alternative to "continued dependence upon

relief" and promised "The Federal Government must arid sball-quit this business of

relief." Upon signing the 1935 Social Security Act he said, "I can now see the end of

public assistance in America" -- just as President Johnson on signing the Econowiic

Opportunity Act in July 1964 announced: "The days of the dole in our country are num-

bered." The days that have since elapsed number about 2700, and they have witnessed

a veritable welfare explosion -- from 7.7 million to 14.4 million recipients, from an

annual cost of $5 billion to $18 billion. We are left to wonder: If the days of the dole

are numbered, what is their number?

There is no doubt in my mind that each of the Pre3idents I quoted was genuinely
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sincere in expecting and predicting that the reforms he had proposed and was about to

carry out would work. But the harvest came up thistles every time.

I am reciting these facts to you because we can judge current proposals, and

the likelihood that they will produce the desired results, best in the light of past en-

deavors with similar goals, plans and programs.

Let us suppose that H. R. 1 is passed as it now stands and that welfare rolls are

doubled within one year, in the hope that they will diminish thereafter. Will someone,

five or ten years hence, make comparisons between the promise of the Family Assist-

ance Plan and its delivery, similar to those I gave you -- and will detail later on -- on

past attempts to reduce or eliminate welfare dependency in our country?

There is a striking parallel between the concepts of welfare reform and the

statements of the Secretary of H. E. W. in 1961-62 and of his successors in 1970 and

1971. Secretary Elliot Richardson testified at the opening of these hearings on July 27,

that FAP would initially cost more but would save mQney in the long run because of
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"the new thrusts to get people off the welfare rolls and onto payrolls ... we are con-

vinced that the actual caseloads under H. R. 1, over time, will be smaller than the

"actual caseloads under the rapidly growing and uncontrollable AFDC program."

When the Secretary of 11. E. W. was asked in February 1962, "Might you save

more than you ipend by these changes?" he replied: "Not the first year. Eventually

we will because we feel this way we will move people off relief. ,1" But federal AFDC

outlays jumped from $771 million in FY 1962 to a budgeted $3,656 million in FY 1972

(federal grants for all public assistance soared from $3 billion to $11.4 billion).

Will we repeat the experience of the past ten years over the next ten? Of course,

nobody can foretell the future. A few weeks after the signing of the 1962 Social Security

Act, I was called upon to address the National Legislative Conference -- composed of

the leaders of the state legislatures -- on the subject of ADC. After outlining what I

thought needed to be done, I warned that ADC rolls "may exceed 4 million by 1970, and

could run closer to 5 million if present trends continue." I missed the mark. ADC
2

rolls reached 9,666,000 in December 1970.

Most of the techniques in the FAP-workfare plan -- work incentives, occupational1

training, work requirement, penalties for refusal of jobs or training -- have been tried

before and proven ineffective. I see nothing in the pending proposal that should cause

us to expect better results in the future.

1U.S. News & World Report, February 5, 1962, p. 65.

2I am appending a copy of that paper as it appeared in Vital Speeches of the Day, Novem-

ber 1. 1962.
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Current plans can be more reliably evaluated by a historical review and analysis

of past attempts to move from welfare to workfare.

Public Assistance: The Adult Programs

During the past two years of debate in and out of Congress, not one good word

was said about our public assistance programs. Condemnation of the present welfare

system appears to be complete, universal and devastating, with virtually all pejorative

adjectives in the vocabulary used to express utter disapproval.

Does this mean that our social welfare system was ill planned and badly put

together? I do not believe so. In retrospect, after reviewing the welfare experience

during the past 36 years, it seems to me that the system's architects -- President

Franklin D. Roosevelt, his Committee on Economic Security and the 74th Congress --

did a magnificent job in designing and putting into practice a structure that has stood

the test of time. It would still be serving its purpose well, if an initially minor segment

had not been perverted to ends it had not been intended to serve and cannot serve. In

pther words, it is not the system that failed but subsequent abuse that caused its fall

from grace and its need for major surgery.

The basic aim and principle of the system of economic security as it was shaped

in 1935 and subsequently expanded, was to provide all Americans with social insurance

against the major hazards of life: old age, death of the breadwinner, sickness or acci-

dent resulting in lasting inability to work, unemployment.

It was evident from the outset that it would take several decades until most mem-

bers had built up enough employment credits for adequate retirement and survivors and
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disability benefits. But aid to the victims of common life risks had to be gr:arted im-

mediately. Provision was therefore made for public assistance in specified categories

of identifiable causes of need which could be clearly established: old age, blindness,

death and incapacity of the breadwinner.

The founders of our economic security system recognized that there were other

incidences of need, not covered by those public assistance categories, stich as lack of

income resulting from temporary local conditions, personal inadequacies, anti-social

or destructive behavior, and a variety of other causes. They did not deem it necessary,

or even appropriate, for the national government to participate in programs in which

oleareut nationally applicable criteria were difficult or impossible to establish and

where remedial action would often require more than -- or other than -- financial sup-

port. Above all, they felt that decisions on eligibility in such cases were subject to in-

dividual Judgment in each instance and should be left to local relief through a "general

assistance' program. It was expected at the time that membership in the categorical

assistance programs would gradually diminish as social insurance expanded and

matured. The Committee on Economic Security concluded: "Until literally all people

are brought under the contributory system, noncontributory pensions will have a defin-

ite place even in long-time old-age security planning." (Report to the President, p. 26)

By the end of 1969, almost all Americans were in the contributory system: out

of 77.9 million persons in paid civilian employment, 75.1 million -- 96.4% -- were

covered by public retirement systems, 92.4% of those by social security (OASDHI).

Eighty-five percent of persons 65-and-over now receive OASDIHI benefits; about 16%
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are in the labor force. 1

Old-age assistance recipients have declined, if more slowly than had been ex-

pected, and now number only 2 million, or about 10% of the 65-and-over group. But

three-fifths of those arel also OASDHI beneficiaries and get OAA as a supplement. Only

4% of the 65-qond-over group receives OAA alone. OAA benefits, however, are too low

in several states to sustain recipients at an acceptable level.

Several proposals arc now pending to improve the status of our senior citizens:

The Senate Finance Committee recommended in 1970 to establish a minimum

floor of $130 per month for a single individual and $200 for a couple, in the aged, blind

and disabled public assistance categories, to be footed entirely by the national govern-

ment. (Senate Report 91-1431)

S. 2037 by Senator Curtis would provide federal revenue sharing or block grants

to the states and would permit them to use their own Judgment in raising public assist-

ance benefits and forming criteria for eligibility.

The Administration proposed, and the House on June 22 approved in H. R. 1,

a new federal public assistance program, to replace the existing federal-state assist-

ance programs for the aged, blind and disabled. Monthly benefits for a single person

would rise from $130 in 1972 to $150 in 1974; for a couple, from $195 in 1972 to $200

in 1973. States could supplement those monthly grants if they wished, with federal

support.

1 Tho unemployment rate among men or women 65 yeard-and-over is only half as high
as for the entire labor force.
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The Senate Finance Committee plan would make the least changes in the exist-

ing system, besides raising benefits. The Curtis bill would give states the broadest

policy discretion in dealing with all categories of public assistance, while granting them

enlarged federal funds.

The Administration-House plan (H. R. 1) would federalize the public assistance

categories for the aged, blind and disabled and provide uniform eligibility, benefits,

etc. throughout the country except foroptional state supplements.

There is a fourth possibility, which has come up repeatedly over the years: to

transfer aged, blind and disabled persons from. public assistance to social security.

This could be done by "blanketing in," or by permitting a minimum period of coverage

so that states could "buy in," paralleling an option offered all employers and employees

in the 1950 Amendments. Also, the federal government could make an appropriate con-

tribution from general revenue funds, somewhat larger than its present grants to states

for public assistance.

It has long been evident that the recipients would prefer to get their checks from

the Social Security System rather than from public assistance. This could abolish the

means test and other onerous distinctions they resent and give them the dignity they

desire. The two million recipients of OAA now average 76.6 yours of age; 70% of-thetl

are women, of whom two-thirds are widows. Virtually none of them will ever be self-

supporting -- they will continue to derive their sustenance from the government for the

rest of their lives, in some form. The question is only: shall it be in the form of pub-

lic assistance or through social security. Three-fifths of the OAA recipients already



1540

get OASDHI benefits which, however, often are inadequate. So it would basically be a

question of raising the OASDIII benefit to a level high enough to make a supplemental

OAA check unnecessary, save in exceptional cases. On last count (February 1971)

concurrent recipients of both OASDHI and OAA received an average of $74.05 a month

from the federal program, $65.65 from the state program, for a combined total of

$139.70. Federal benefits were raised about 10% in June 1971, bringing the total close

to $150.

The federal government is presently footing 62% of the cash benefits to recipi-

ents of the three adult assistance programs, about $2 billion annually, and certain to

pay substantially more-under pending plans. Two of those plans would give public as-

sistance recipients a uniform level of benefits equal to the average of the OASDHI re-

cipients. This means that about half of the OASDHI recipients, who contributed for

many years, would get lower benefits than public assistance re6ipients who did not.

That hardly seems fair. Admittedly, it is quite expensive to raise OASDHI benefits to

a level that would grant most or all recipients a monthly amount requiring no supple-

mentation. But it should be recalled that millions now receive substantial OASDHI

benefits for which they made only small or mere token contributions.

A substantial increase in the monthly minimum OASDHI benefit, combining cur-

rent OASDHI and OAA grants, appears justified and overdue. The inadequate level of

many social security pensions results from a quirk in the current law: the wage and

benefit base is computed by the average of the years elapsed since 1950, with only the

five lowest years eliminated. The maximum mage base was only $3,600 in the early
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1950s, then rose to $4,800 and reached $7,800 In 1968; only in 1971 was it lifted to

$9,000 (scheduled to climb to $10,200 under i. R. I).

The social security laws of most other countries typically baso benefits on the

average earnings in the five highest years, as does the federal civil service retirement

law and many state and other public pension systems. To pay in the 1970s social

security benefits based on a maximum wage base in the 1950s and 1960s appears

greatly inequitable. Contributions in the mid-1960s were made in dollars that were

worth 50% more than 1972 dollars. Substantial relief could be provided by following in

OASDHI the prevailing practice of basing benefits on the five highest years. The rele-

vant provisions in Sec. 108 (b) of H. R. 1 are capricious and barely a token.

To provide social security protection to virtually all aged, blind and disabled

persons and their dependents and survivors -- although they had slipped through the

net that had gathered most of their contemporaries -- would be a momentous step that

would generate broad enthusiasm beyond the ranks of its direct beneficiaries. It is

likely to be well received by the American public as an act of fairness and justice.

The move would signify that the social security system, initiated by Franklin D. Roose-

velt and the 74th Congress in 1935, has come of age and matured after a growth of 37

years, and is ready to extend its umbrella, to all Americans even if, by a quirk of fate,

they did not acquire credits in it during their own or their deceased or incapacitated

husbands' or fathers' working lives.

If social security were made universal and extended to all aged, blind or dis-

abled persons it would be proper to include widows and orphans who missed getting

72-57 - 72 - pt. 3 - 24
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social security coverage and are still pnder AFDC. That would bring into clearer

focus the problem of other AFDC recipients which I shall discuss in the next section.

Aid to Dependent Children -- Its Origin and Growth

During the long drawn out and intensive congressional debates which led to the

passage of the Social Security Act in 1935 only a few casual references were made to

ADC, all of them complimentary. No one raised a question, and attention focused

on contributory old-age pensions and unemployment insurance. ADC passed without

much notice.

When the S(oi'-l Security Amendments were up in 1970 and 1971, virtually the

entire deIate turned on A FDC and its proposed replaiemii.tt by FAP while the mnIy"

sMgiflicfit social security changes were hurried through without attracting much atiek-

tion in Congress, in the press or among the public. The debate showed that views on

AFDC were polarized, arguments emotional and heated. AFDC, spawned in harmony

and compassion,had become the subject and, in fact, the very symbol of a deep ideological

split and sharp dissension.

To clarify the nature of the conflict and to correct widely held misconceptions,

it is necessary to go back to the origin of ADC and follow its history.

The idea traces back to the first White House Conference on Care of Dependent

Children, called by President Theodore Roosevelt in January 1909. Its participants

recommended:

Children of parents of worthy character, suffering from temporary mis-

fortune and children of reasonably efficient and deserving mothers who
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are without the support of the normal breadwinner, should as a rule,- be
kept with their parents, such a(d being given as may be necessary to main-
tain suitable homes for the rearing of the children. This aid should be
given by such methods and from such sources as may be determined by
the general relief policy of each community, preferably in the form of
private charity, rather than of public relief (Senate Documents, Vol. 13,
60th Congress, ed S., pp. 9-10).

Soon after, a few states adopted mothers' aid or widows' pensions programs

and by 1934, 45 states had them in operation, at an annual cost of $37 million, generally

funded and administered by local communities.

When state and local treasuries fell on hard times in the mid-thirties, ADC was

created to carry on widows' or mothers' aid through federal-state cooperation. Only

one speech was given on ADC during the 1935 congressional debates, by Dr. Sirovich

of New York. It lasted but 4 minutes and focused on the plight of fatherless children:

Death, through the loss of the breadwinner, has broken many a home.
For centuries the widows, orphans and dependent children have cried
aloud for help and assistance in their tragic periods of economic inse-
curity. In the past the only recourse for orphaned children was the poor-
house, almshouse, and the orphan asylum....

This bill so carefully conceived, further protects the home-because mil-
lions of dollars are granted by the Federal Government to the states, that
will eliminate the orphan asylums and restore the orphaned child to the
custody of its own mother, who is the proper and noblest guardian of
childhood. (Congressional Record, April 16, 1935, pp. 5786-87)

Tho Committee on Economic Security included in its Report to the President a section

headed "Aid to Fatherless Children" in which it recommended federal grants:

Such Federal grants-in-aid are a new departure, but it is imperative to
give them, if the mothers' care method of rearing fatherless families
is to become nationally operative. The amount of money required I*
less than the amount now given to families of this character by the Federal
Government by the less desirable route of emergency relief. An initial
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appropriation of approximately $25 million per year is believed to be suf-
ficient. If the principle is adopted of making grants equal to one-half of
the state and local expenditures (one-third of the total cost) with special
assistance to the states temporarily incapacitated, this sum might in
time rise to a possible $50 million.

Presenting ADC (Title IV) to the House, the Chairman of the Ways & Means Com-

mittee said:

The enactment of this title would not involve any larger expenditures than
the Federal Government has been making for the support of these families
on relief, but will very materially aid the states in caring for this group
of their unemployables, for whom they must now assume responsibility.
(Congressional Record, April 17, 1935, p. 5904)

Edwin Wtte, the Executive Director of the Committee on Eoonomic Security,

complained about a "complete lack of interest [in Congress) in the aid to dependent

children" and wrote: "It is my belief that nothing would have been done on this subject

If it had not been included in the report of the Committee on Economic Security.

The federal share was limited to one-third of an$18 monthly maximum grant

per child. No notice was taken when the program's name %as changed to "Aid to De-

pendent Children" -- the broadest possible title, since all children are necessarily

dependent. A dependent child, eligible for federal matching, was defined as one under

16 years "who has been deprived of parental support or care by reason of the death,

continued absence from the home, or physical or mental incapacity of a parent."

Nobody, except members of the social welfare profession close to the scene, could

have then realized that the "absent from the home" clause was the inconspicuous enter-

IEdwin W. Witto, The I)cvelopment of the Social Security Act, Madison: University
of Wisconsin lress, 19(2, p. 1U4.
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Ing wedge that would eventually overwhelm the entire program. The law was carefully

drawn so that federal administrators could put their own ideas into practice and prevent

the sta.tcs from applying restrictions they had used in the mothers' aid laws or use

other safeguards against a flooding by applicants whom neither Congress nor state

legislatures had intended to become beneficiaries under this program.

Congress and the American public were given to understand that ADC was in-

tended mainly for the protection of children whose fathers were dead or incapacitated,

with possibly a small number included whose fathers had deserted. The federal admin-

Istrator of the public assistance programs could say in 1939 that "the father's death

is no doubt the most frequent cause of dependency." To begin with, orphans accounted

for nearly half the ADC-load and children of incapacitated fathers for another 25%.

But this dwindled gradually until by 1969 only 5. 5% of the ADC cases were due to

death and 11.7% to incapacity of the father. Five percent of the fathers were unem-

ployed, while three-fourths of all fathers were "absent." It had originally been in-

tended to take care of the social problem cases and of unemployed persons not covered

by unemployment compensation by general assistance programs that were locally

financed and locally controlled. But by a gradual shift, particularly in the past ten -

to fifteen years, the ADC program was made to serve predominantly a clientele that

should have come under General Assistance.

The prevailing ideology of the social welfare profession not only favored but

demanded that shift. Because the profession holds the command position in the ad-

ministration of the public assistance programs at federal, state and local levels, it
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was able to carry it out. State and local governments came to like the shift from

General Assistance to ADC which enabled them to have the federal treasury foot 50%

to 83% of their relief load.

Franklin Roosevelt had warned of the danger of relief in apocalyptic terms:

The lessons of history ... show conclusively that continued dependence
upon relief induces a spiritual and moral disintegration fundamentally
destructive to the national fibre. To dole out relief... is to administer
a narcotic, a subtle destroyer of the human spirit .... The Federal
Government must and shall quit this business of relief. (1935 State of
the Union Message)

Congress had intended to shift from public assistance to contributory programs,

as the American Assembly expressed it:

The present theory is that, as our insurance-type plans approach complete
coverage and maturity, assistance will wither away until finally it is con-
fined to the irreducible residue of situations not capable of insurance
treatment. (Economic Security for Americans, 1954, p. 26)

Federal Security Commissioner Arthur J. Altmeyer testified in February 1947

on the public assistance appropriations:

we cannot expect this load on the general revenues of the United States
to decline as rapidly as it should decline until and unless we improve our
contributory social-insurance system to include the entire working popula-
tion, instead of just a portion which is included at the present time....

So, if we had coverage of the old-age and survivors insurance system
which include the whole working population -- farmers and farm laborers
particularly -- we would find that our old-age assistance rolls and our
aid-to-dependent children rolls, would decline rapidly....

You will recall that the intent of the Social Security Act was that the in-
surance system in course of time would largely supersede this public
assistance plan that is financed out of general revenues. I just mention
it because it seems to me that the Appropriations Committee, which is
concerned with the charge upon the general revenues, would want to know
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what the potential effect would be of a more comprehensive, adequate
contributory social-insurance system on reducing the general disburse-
ments of the Government (emphasis supplied). (Hearings, labor-Federal
Security Appropriations Bill, 1948, House, p. 603)

Coverage of public retirement systems was indeed broadened repeatedly by Con-

gress and inched up from 62% of all paid civilian employment in 1939 to 70%f in 1949,and to 931

in 1959. At the end of 1969 coverage reached 96.4% of all civilian paid employment

so that it can truly be said that the entire working population is now included. But wel-

fare recipients and expenditures did not decline as Mr. Altmeyer predicted; they rose

at ever-increasing rates: federal public assistance outlays multiplied ten times between

FY 1950 and FY 1972, the number of ADC recipients multiplied nearly five times.

Social security benefits were liberalized. The Social Security Board recom-

mended that aged widows and orphans of covered workers be made eligible for benefits

and Chairman Arthur J. Altmeyer testified before the Senate Finance Committee in

June 1939:

As this insurance system gets into operation and a young man dies, leaving
a widow and children, there will be benefits payable until the child becomes
18 years of age. It ought to remove a larjg' proportiun of these deptendent
children roim the state motherst-ipnsiolis rolls, and also oulght to I'nlove
some froin the W. 11. A. rolls. (len rings, Socia I Secu ri v A 1cndcn11nl s,
p. 14)

The reference to "state mothers' pensions" was apparently a slip of the tongue: they had

been taken over by ADC in 1936. In reply to a question from the House Ways and

Means Committee Mr. Altmeyer replied: "It seems evident, therefore, that in the

future the proposed liberalization of these insurance benefits would provide for some

of the children who would otherwise be cared for by assistance under Title IV." Q ear-
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ngs, Social Security,Ways and Means Committee, April 1939, p. 2298)

In 1939, Congress made social security benefits available to surviving families

of insured workers who had died and in 1959 to families of incapacitated workers. It

also increased benefits substantially. Monthly amounts averaged:

Incapacitated worker,
Widow and 2 children wife and 1 child

1940 $ 47.10
1950 93.90
1960 213.70 $192.90
1969 268.30 235.20

Source: Social Security Bulletin, Annual Statistical Supplement, 1969, Dept. of HEW,

August 1971, Table 97.

pnder H. R. 1 the widow of an insured worker, with 2 children, assuming an average

wage base of $400, will receive $354.70 a month.

The number of OASDHI beneficiaries grew rapidly; recipient retired and dis-

abled workers and their families, and their survivors numbered:

1945 1.3 million
1950 35 million
1960 14.8 million
1970 26.2 million

Source: Social Security Bulletin, July 1971.

In Oct. 1971 there were 27 million beneficiaries, of whom 6.6 million were sur-

vivors of workers (one-half of them children) and 2.8 million persons in disabled

workers' families, nearly 1 million of them children.

The number. of orphans on ADC rolls dropped, from 350,000 in 1950 to 202,000
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in 1960 and to 165,000 in 1966. In 1969 there were only 89,700 families on AFI)C rolls

for reason of the father's death. 2

Mile the number of orphans on AFDC rolls shrank, as had been predicted, the

total number of recipients slightly declined only from 1950 to 1953 and then started ris-

ing with ever-increasing rapidity:

Children receiving A FDC

1945 647,000
1950 4,660,000
1953 1,493,000
1955 1,691.000
1960 2,322,000

1965 3,241,000
1970 7,034,000

July 1971 7,390,000

while
Between 1953 and 1971 the U.S. population under age 18 grew 35%.Ahe number of

increased
children on AFDCby 394%. There was one child on AFDC for every 35 in the popula-

tion in 1953 -- now there is one in ten. If children were evenly distributed among the

schools, there would be about 3 AFDC children in every classroom.

This spectacular increase in welfare dependency took place during a period of

remarkable improvement in family incomes.

IDavid B. Epplcy,'DWclino in the Number of AFDC Orplhns: 1935-1966, " Welfare In
llc:vicw, l)pt. o1 II l\W, Scptemi)II -OctoIl. 10G

2 !"lndings of the 19(%9 A I)C Study, Part I, Table 13, lept of JtEW, Decomber 1970.
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Median Family Money Income in the United States

In Constant 1970 $ Unemployment Rate

1947 $5,259 3.9%
1950 5,385 5.3
1960 7,376 5.5
1970 9,867 4.9
1971 N.A. 6.0

Source: Bureau ot the Census, Current Population Reports, Series P-G0, #80.
Bureau of Labor Statistics, Emplovment and Elarnings, Dec. 1971.

The number of families with a money income under $3,000 (constant 1970 $) was cut

in half:

1950 9. 1 million families = 22.8% of all families

1960 7. 1 million families = 15.67 of all families
1970 4.6 million families = 8.9X of all families

Source: As above.

The number of persons below the poverty level dropped sharply during tie 1960s, the

period of the steepest rise in welfare:

Persons with money income Children under 18 in families
below poverty level below poverty level

Percent of Percent of
Million all persons Million all children

1960 39.9 22.4% 17.3 26.6%
1970 25.5 12.6% 10.5 15.0

Source: Bureau of the Census, Current Population Reports, Series P-60, #77. 1

Some of the reduction in poverty could undoubtedly be traced to a rise in public

income maintenance programs and particularly to higher and more easily available pub-

1Threshold of Poverty Level in 1970: 4-person family $3944
G-ip lk'*-Il f ily 5212
Unrelated individuals under 65 2005
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Uc assistance and social security benefits. About 170 anti-poverty programs were re-

ported to be operating in 1971 at an annual cost of $34 billion. Public income main-

tenance programs have been growing twice as fast as personal income generally:

Public Income Maintenance Programs

Percent of
Billion Personal Income

1940 $4.4 5.6%
1950 9.5 4.2
1960 27.8 6.9
1970 79.9 9.9
1971

(first
half) $94.0 11.1%

Public concern arose when the Census Bureau reported in May 1971: "Poverty

Increases by 1. 2 million in 1970. " (Series P-60, No. 77) After declining from 39.5

million in 1959 to 24.3 million in 1969, the poverty population grew to 25.5 million in

1970. In percent of the total population, the number of persons below the poverty line

had fallen from 22. 2% in 1959 to 12.2% in 1969, but risen to 12.6% in 1970.

What causes this trend reversal?

When we study income distribution (Series P-60, No. 78 and No. 80), we find

that the number of families with an income under $3, 000 (constant 1970 $)declined from

15.9% of the total population in 1959 to 8,6% in 1969, then went up to 8.9% in 1970. In

current dollars, however, families with an income under $3, 000 declined between 1969

and 1970, from 9. 3% to 8. 9%. What happened between 1969 and 1970 is that the defini-

tion of poverty wtis changed; the so-called threshold was raised for a 4-person family
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from $3721 to $3944. That 6% increase equals the rise in the Consumer Price Index.

In other words, the increase in the incidence of poverty was caused by higher prices

without equivalent boosts in the income of many families in the lowest income brackets.

Millions of workers were able to have their wages lifted by 7%, 8% or more in

1970, although their manhour productivity grew less than 1%. Consequently prices went

up. 1 This left large numbers of families at the low end of the scale, particularly those

with a fixed income such as from pensions, insurance, bonds, savings accounts, etc.

behind and they were pushed below the official poverty line. This seems to confirm a

long-known fact, namely, that inflation hurts low-income persons severely. Fiscal

policies of huge spending and budgetary deficits, expansionary monetary policies and

outsized wage boosts depress the living standards of a substantial number of persons in

the lowest income brackets. Inflationary policies therefore must be blamed for at least

part of the mushrooming welfare costs.

When ADC rolls and expenditures started increasing after the 1950-53 lull --

contrary to official predictions that they would continue to decline as social security

benefits were liberalized -- concern arose in the Administration, in Congress and

among the public. A search began for corrective policies. In 1956 Congress amended

the stated purpose of public assistance and declared that in addition to financial aid,

services should be provided to guide recipients toward independent living. Since few

1Bletween 1969 and 1970 employee comrmnsation increased from 74.0,, of the national
income to 75.6' while simult:ncously corporate profits lbelore taxcs fell from 11. 0'
to 9.5%, after-tax profits from 5. 8'% to 5. ""
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fathers were around in ADC cases, interest arose in helping mothers to become self-

supporting. When ADC first came into being, no thought had been given to have mothers

seek employment. At a time when up to 9 million men, more than one-fifth of the male

labor force, many of them well educated and skilled, were treading the streets, the idea

of having mothers of small children compete with their fathers for the few available

openings seemed futile and improper. The alternative then was not between mothers

working or not working but between supporting needy children in institutions or it their

homes.

Jobs became more plentiful during-gn after World War II and the labor force

participation rate of women climbed from 31.8% in 1947 to 36.9% in 1957, to 41. 2% in

Nov.
1967 and reached 44. 3% in/197 1. Limited action toward turning welfare recipients into

workers in the late 1950s produced few results and by 1961 there were nearly one mil-

lion more children on ADC than there had been five years before. So, early in 1962, •

President Kennedy recommended to change the emphasis in welfare programs, "stress-

ing services instead of support, rehabilitation instead of relief, and training'for useful

work instead of prolonged dependency." Congress responded favorably and approved

various training and community work programs, day-care to help welfare mothers to

become working mothers, and 75% federal matching for the training of welfare personnel.

Aid to Dependent Children (ADC) was renamed Aid to Families with Dependent Children

(AFDC), and the Manpower Development and Training Act of 1962 was passed to train

and upgrade the skills of unemployed and underemployed persons. This revived prac-

tices of voluntary charitable organizations which had been trying, for a century before
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ADC was established, to guide needy families to self-support.

In his 1962 State of the Union Message, President Kennedy declared that "em-

- phasis must be directed increasingly toward prevention and rehabilitation -- on reducing

not only the long-range cost in budgetary terms but the long-range cost in human terms

as well. 
"

Those hopes and efforts, however, went for naught when another million children

was added to AFDC rolls between 1961 and 1967, and federal public assistance grants

jumped from $2. 4 billion to $3. 2 billion.

Concern in Congress grew over this apparent discrepancy between promise and

delivery. During the 1964 H. E. W. House appropriations hearings Rep. Denton recalled,

... we told the people back in 1951 that the social security system is going to supersede

this welfare program and it isn't doing it." He quoted Arthur Altmeyer's statement be-

fore the same committee in 1947 that "aid-to-dependent children rolls would decline

rapidly" and President Roosevelt's promise that this legislation would end the relief pro-

gram, and social security and unemployment insurance would take care of it. (licarings,

DetLs. of labor mid Ill-.'V Aj projiations for 1964, House, pp. 142-45)

In its report (11ouse Report #1316) the Appropriations Committee said it "cannot

believe that the cost of this program needs to continue going up, especially in view of

the 1962 amendments which were supposed to reduce these costs and in view of the in-

crease in economic activity estimated to result from the tax cut, and the inroads to be

made by the anti-poverty program."

That year, as in most others, Congress reduced the President's appropriations
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request for public assistance grants. But those were merely paper cuts because the

federal government's commitments to reimburse the states are statutory and have to be

met, as they were year after year, by supplemental appropriations.

The FY 1966 appropriation for public assistance grants was cut $242 million be-

low the request of the Dept. of HEW. The House Committee explained, "It would seem

that this should be a very modest reduction to expect in view of the expansion of pro-

grams under the Social Security amendments of 1962 that were aimed at reducing de-

pendency and whose sponsors promised the American people that they would reduce

dependency." (Report, Departments of Labor and HEW Appropriation Bill, 1966,

April 29, 1965, pp. 47-48)

A few months later, however, a supplemental appropriation was requested to

restore not only the $242 million cut but addan additional $140 million. The Committee

commented:

... When Congress acted on the regular annual bill for the Departments
of Labor and Health, Education, and Welfare for fiscal year 1966, it

-reduced the request for.grants to States for public assistance by $242, 100,000
on the basis that we have been appropriating hundreds of millions of addi-
tional dollars every year for the past few years for programs that are
aimed at combating dependency, and the outlook for a reduction in the rate
of unemployment was better than it had been for a long time. Of course,
unemployment rates have gone to even lower levels than was anticipated
when Congress acted on the original appropriation for 1966. Yet, in the
face of this fact, the request for a supplemental appropriation is not only
to restore the reduction made by Congress last year but for an additional
amount of approximately $140 million. Of course, this is purely a
mathematical calculation and nothing can be done under the law but to
pay the bill. (Report, Second Supplemental Appropriation Bill, 1966,
March 25, 1906, p. 181
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Early In 1967 President Johnson sent to the Congress a Message on Welfare

for Children, in which he proposed a 12-point program. After concluding its hevrinis,

the Wa s aid MNUans Committee rox)rted (llouse Report #54.1):

Your committee has become very concerned about the continued growth -
in the number or families receiving aid to families with dependent chil-
dren (AFDC). In the last 10 years, the program has grown from
646,000 families that included 2.4 million recipients to 1. 2 million
families and nearly 5 million recipients. Moreover the amount of
Federal funds allocated to this program will increase greatly (from
$1. 46 billion to $1. 84 billion) over the next 5 years unless constructive
and concerted action is taken now to deal with the basic causes of the
anticipated growth. 1

It is now 5 years since the enactment of the 1962 legislation, which al-
lowed Federal financial participation in a wide range of services to
AFDC families -- services which your committee was informed and
believed would help reverse these trends -- and your committee has had
an opportunity to assess its effect on the status of the AFDC program.
While the goals set for the program in 1962 were essentially sound,
those amendments have not had the results which those in the admin-
istration who sponsored the amendments predicted. The provisions for
services in the 1962 amendments have been implemented by all the
States, with varying emphasis from State to State as to which aspects
receive the major attention. There have been some important and
worthwhile developments stemming from this legislation. The number
of staff working in the program has increased so that the caseworkers
have smaller, more manageable caseloads. The volume of social services
has increased and some constructive results have been reported. It is
also obvious, however, that further and more definitive action is needed
if the growth of the AFDC program is to be kept under control.

Your committee has studied these problems very carefully and is now
recommending several coordinated steps which it expects, over time,
will reverse the trend toward higher and higher Federal financial com-
mitments in the AFDC program. The overall plan which the committee
has developed, with the advice and help of the Department of Health,

lJt should ho mentioned that most of the prollfscd rel' n , woro enacted, Iit t1. hl l t sor
l.Y 1972 recommended not $1. 84 billion, as the \lyvs and Means Comnniitve' S:aid it
might, but $3.72 billion.
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Education, and Welfare, amounts to a new direction for AFDC legisla-
tion. The committee is recommending the enactment of a series of
amendments to carry out its firm intent of reducing the AFDC rolls by
restoring more families to employment and self-reliance, thus reducing
the Federal financial involvement in the program. (pp. 95-96)

A 12-point program was proposed which included training programs for AFDC

recipients in all states, penalties for not accepting an offered job, work incentives,

earnings disregard, child-care services, etc.

This was the most comprehensive and energetic program yet conceived for con-

verting AFDC recipients into workers. The committee added, "Your committee be-

lieves that a great many mothers, as well as virtually all unemployed fathers, of AFIDC

children can be trained for and placed in productive employment."

The Senate Finance Committee followed parallel lines (Report #744):

We are very deeply concerned that such a large number of families have
not achieved and maintained independence and self-support, and are very
greatly concerned over the rapidly increasing costs to the taxpayers.
Moreover we are aware that the growth in this program has received
increasingly critical public attention.

The Committee is recommending the enactment of a series of amend-
ments to carry out its intent of reducing the AFDC rolls by restoring
more families to employment and self-reliance. (pp. 146-46)

The committee concluded "that the new provisions will mean that fewer children will

be receiving aid (in FY 1972] than if the law were continued in its present form." 1

(p. 167)

1These wore the results:
AFDC recipient children in FY 1967: 3,557,800
AFDC recipient children budgeted for FY 1972: 7,895,000.

7-s7 0-7-pt.S -35
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In presenting the 1967 welfare amendments to the House, Ways and Means Com-

mittee Chairman Wilbur Mills stated: "We sincerely mean for the states to reduce

these rolls as fast as they can train these people to work."

Mr. Mills referred to the 1962 amendments, passed at the behest of the Presi-

dent and his Secretary of HEW: "We were told at the time that these provisions would

result in a downturn in expenditures [in public assistance grants 1. But Actually there

was a sharp increase -- from $2.5 to $4.5 billion" He added:

"I am sure it is not generally known that about 4 or 5 years hence when we get

to the fiscal year 1972, the-figure will have risen by $2. 2 billion to an amount of

$6,731,000,000." (Congressional Record, August17, 1967, pp. H 10668-69)

As it turned out, the appropriation for FY 1972 amounts to $11,411,693,000,

which means that the 5-year growth (1967 to 1972) totalled $6.7 billion rather than

$2. 2 billion, although virtually all of the changes proposed in 1967 were enacted and

carried out. Only the "freeze" of the AFDC rolls at the then prevailing percentage of

the entire young population (under 18 years) in each state, though approved, was post-

poned and finally rescinded. The freeze, devised in the Ways and Means Committee

but opposed by the Administration, was a crude device, adopted in frustration and near-

desperation, which would have placed the muzzle on the wrong horse. Most states need

not be restrained. They have not been pushing for and causing the welfare expansion.

In fact, many states over the years have repeatedly been trying to adopt restraints on

AFDC. But they were enjoined from enforcing or continuing them by federal adminis-

trators in the Dept. of HEW, under federal law, by administrative fiat, or by courts
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interpreting statutory or departmental rules. If states and communities had been

permitted to exercise their own judgment -- according to the wishes of their citizens --

the AFDC explosion would never have occurred. It is an ironic comment that ADC grew

at a moderate rate during its first 25 years and began skyrocketing only when the Con-

gress tried to arrest or restrain its then modest growth. Increases in AFDC rolls

averaged 120,000 In the program's first 25 years (1936-61), and 700,000 in each of

the past 10 years (1961-71). This suggests that the changes which Congress ordered,

mostly at the request of the Administration then In power, had the opposite effect of

what Administration witnesses predicted they would have. To what an extent this out-

come was the result of deliberate action on the part of federal, tate and local admin-

istrators and welfare workerswho were determined to carry. out the announced pro-

grams of the social work profession rather than the intent of Congress, is purely

speculative. But it may be well to keep this experience of the past 10 years In mind

ata time when proposals are under consideration which parallel so closely the measures

recommended and adopted in 1962 and 1967.

The spectacular growth in the ADC rolls did not take place among the categories

which Congress had in mind when it approved the program in 1935: children of deceased

and incapacitated workers. It was entirely among children whose fathers were "absent,

from the home." In the beginningand for many years afterwards, he number of ADC

children with absent fathers increased slowly. It reached 334,000 In 1946, Jumped to

818,000 by 1950, then remained steady until 1963, took off and reached 1,658,000 In
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That was the year when Congress first took action, intended to remove a father's

incentive to leave homo in order to put his family on welfare; it was the year when

nicasures were first adopted to turn welfare mothers into working mothers; it was also

tho vnr Micn the spectacular increase began in fathers "absent from the home." By

1967 there were a million more children on AFDC whose father was "absent" -- 2.6

million altogether -- and Congress adopted a stronger and more comprehensive program

to put their fathers and mothers into jobs. But in 1969 there were 3.5 million children

with "absent fathers, " and their number may be estimated at 5.5 million in 1970.

Something has gone wrong, very wrong, and should be studied in

greater detail because of its implications for the likely results of current plans.

The "Unemployed Fathers" Program and Other AFDC Reforms in the 1960s

The most forceful and telling charge against ADC in the 1960s, and the most

widely repeated, was that the program tended to break up families. A man without a

job who for some reason or other was not getting unemployment compensation could make

his family eligible for ADC benefits only by leaving it, because death, incapacity or absence
the

from the home of the normal breadwinner were/required criteria for admission to the

rolls. Unemployed men and their families might be eligible for General Assistance but

those programs are wholly state-local financed and subject to

restrictions in most locations. Federally matchable ADC grants are much more at-

tractive.

If the roan or woman did not know how to get on the ADC rolls, their social

worker would tell them. "Caseworkers who are caught up in the child's need, or what
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they regard as the mothers' best interests, on occasion advise women to get rid of their
1

men," wrote an HEW official. It is obviously an intolerable situation when a govern-

mental program offers an inducement for anti-social behavior. ADC rolls of

children with absent fathers had climbed from 257, bOO in 1945 to 1, 493, 000 in 1960.

In February 1961 President Kennedy recommended that needy children of unem-

ployed fathers be included in ADC and his Secretary of HEW testified:

H. R. 3865 would eliminate one of the major concerns that has been ex-
pressed through the years about the aid to dependent children program --
namely, that unemployed fathers are forced to desert their families in
order that their families may receive aid. Under existing law aid is
available to children deprived of parental support by the death, absence,
or incapacity of a parent, but not when the parent is able-bodied and unem-
ployed. The inclusion of unemployment of the ixtrent as a basis of eligi-
bility would eliminate this long-standing problem. (licarings, Extended
UI on)ploymnecnt Compensation, Ways and Means Committee, louso,
February 1961, p. 95.

The change was quickly enacted, at first for 14 months, extended for five years

in 1962,and made permanent in 1967.

No longer did a father have to desert his family to make it eligible for ADC --

he only had to be unemployed. So we might expect that the incidence of desertion and

family breakup would have diminished from 1961 on, at least in the states which adopted

the new AFDC-UF program. The record shows, however, as I mentioned earlier, that

fathers continued to leave home and their children wound up on AFDC rolls at an In-

creasing rate. But the most significant fact is that this trend was far more pronounced

in the states that included unemployed fathers in AFDC than In those that did not.

If we divide the states into those operating A FDC-UF programs and those that

do not, we find that the number of AFDC children increased between 1960 and March

IAlvin L,. Shorr, "AI)C.-What Direction?", Child Welfare, Dept. of I|EW, Fobruany 1962.
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1971:

In the 24 states where children of unemployed fathers are not eligible
by 1, 354,000 children = 133%

In the 26 states where children of unemployed fathers are eligible
(not counting children on the rolls for reasoij of father's unemployment)

by 3,107,000 children = 229%

Evidence suggests that fathers left their families in larger numbers and

at an accelerated rate in the states where unemployment made their

families eligible for AFDC. The reason is not hard to find: an unemployed

father can, if he so choses, continue to live with his family and subsist on AFDC.

But a man may do financially better if he leaves his family to go on AFDC -- and

makes his living elsewhere. In other words: AFDC plus a wage are better than

AFDC alone. It has been suggested to correct this situation by subsidizing low-wage

earners so they would not find desertion attractive. But it would still be more lucra-

tive to put the family on AFDC (or FAP) and keep whatever wage he can earn by work-

ing, than to stay with his family and be permitted to keep one-third or one-half of his

wages. I shall discuss this in greater detail later on in connection with pending proposals

on FA P for the working poor under I. R. 1.

Unemployed fathers accounted for only 8% of the increase in AFDC rolls between

the 1958 and 1969 AFDC surveys. No less than 84% of the intervening growth was due

to fathers absent from the homo, a mere 4% to death or incapacity of the father:
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Status of Fathers in AFDC Families 1958 and 1969

Percent
1958 1969 Increase Percent of Increase

Father: dead 82,092 89,700 7,608 + 9% 1%
incapacitated 162,621 190,700 28,079 + 17 3
unemployed - 75,500- 75,500 - 8
absent from home 487,515 1,228,900 741,385 +152 84
other 13,060 45,500 32,440 +249% 4.

745,288 1,630,300 885,012 +119% 100%

Source: Dept. of HEW, Characteristics of Families Receiving AFDC, Nov-Doc 1961,
April 1963.
Dept. of HEW, Findings of the 1969 AFDC Study, December 1970.

Of the increase among absent fathers, 39% was due to divorce or separation,

17% to desertion and 41% to the fact that the father was never married to the mother.
the

It is apparent that./AFDC-UF program, that had long been demanded and was

held out to offer a solution to the "absent father" problem proved to be ineffective. Not -

were results impressive of other reforms introduced between 1962 and 1967 to make

welfare families self-supporting.

The main purpose of the 1962 welfare amendments, as stated by the committees

of both Houses recommending them, was to reverse the trend toward ever higher AFDC

rolls and expenditures by helping needy families to attain independence. The theme of

President Kennedy's message was "rehabilitation instead of relief."

The federal share of the cost of training for employment and self-support was

raised from 50% (authorized in 1956) to 75%. Federal matching was made available

for-community work and training programs, states were permitted to disregard certain

earned income of children, AFDC-UF was denied to a parent who refused to accept
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training or a job without good cause, funds were earmarked for children's day care, etc.

Occupational training programs were vastly exp'andod under the Manpower

Development and Training Act of 1962: about a million persons -- 83T of them uncm-

ployed for an average of 3-4 months, 421,i of them women, :19., of them nonwhite --

have partlici pated in institutional training, half a million iwrsons underwent on-the-Job

training over the iast 9 years, others went through the Neighborhood Youth Corps,

Ox'rat ion Main Stream, Concentrated Emlployment l'rograizn, J. 0. 11. S. , amid others.

Outl:mys have hcn steadily rising and exceed $1.5 millionn in tht. 'Current year.
Reports on the results of those training programs are conflicting. They were

successful mostly when the participants were well selected so as to got the best pros-

pects -- when unemployment rolls were "creamed" -- and where trainees exerted strong

efforts of their own toward skills and jobs. Program impact on welfare recipients was

minimal -- as the ever-expanding rolls suggest.

%hen the 1962 provisions proved to be disappointing, amendments were shaped

in 1967 so as to strengthen them. States were now required -- not just encouraged --

to conduct training programs for case workers; welfare departments now had to refer

AFDC recipients and their relatives with a work potential to the Departmont of Labor

for training or employment; trainees were given $30 a month; to offer a work incentive,

the first $30 of earned income plus one-third 6f the remainder had to.be disregarded

for computing assistance benefits; procedures were tightened for tWe location of absent

fathers, etc.

At that time the War on Poverty was in full swing. On signing *the Economic

1 1
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Opportunity Act of 1964, President Johnson had issued a statement:

We are .* content to accept the endless growth of relief or welfare rolls.
We went to offer the forgotten fifth of our people opportunity and not doles.
This is what this measure does for our times.

The days of the dole in our country are numbered. I firmly believe that
as of this moment a now day of opportunity is dawning and a new era of
progress is opening for us all.

Many billions of dollars have since been expended under the Economic Oppor-

tunity Act, the number of persons below the official poverty level was out by one third --

though largely not by the opportunity and independence" route. The "endless growth

of relief ad welfare rolls" which President Johnson criticized in 1964 speeded up to an

unprecedented pace, doubling the number of persons on relief. We are left to wonder --

if "the days of the dole in our country are numbered," what is that number ?

TMe Aboont Fathr

From time Immomorial, nearly everywhere on the face of the earth, the father

has been regarded as the breadwinner, the provider of the nocossities of life for his

children, Ilil death or incapacity almost alwitys meant disaster, or at least niluory,
for his family. This is why the Bible and other great books time and agaln called at-

tention to the plight of orphans and widows, heaped praise on compassionate men who

wMd extend harIty to them.

It me the children of dead or incapacitated fathers whom Congress had in mind

when to 1IM. without debate and as a matter of course, it adopted the Aid to Dependent

Children pro an. &At few of those children are left on A'FDC rolls at this time,



1566

probably no more than 14% of the total. Absence of the father who defaults on his sup-

port responsibility is now the main cause of AFDC dependency. It accounted for 75.4%
9 "

of all cases at the time of the 1969 survey and may now be responsible for over 78%.

This is a phenomenon without parallel or precedence. "Throughout most of history,"

Daniel P, Moynihan wrote, "a man whodeserted his children pretty much ensured that

they would starve, or near to it, if he was not brought back, and that he would be

horsewhipped if he were. "The poor of the United States," Mr. Moynihan said

earlier, "today enjoy a quite unprecedented de facto freedom to abandon their children

in the certain knowledge that society will care for them and, what is more,- in a state

such as New York, to care for them by quite decent standards."

Mile at some time it could have been said that expanding ADC rolls were

caused by the growing incidence of family breakdown -- separation, divorce, desertion,

illegitimacy -- it is becoming increasingly clear that ADC itself is a major cause of

family breakdown because it offers economic incentives, not otherwise available.

The existence and generosity of the AFDC program, and concomitant failure to

hold the father responsible, undoubtedly account for much of the spectacular growth

in the number of absent fathers during the 1960s. Between December 1960 and Decem-

ber 1970 the number of AFDC families grew from 803,000 to 2,553,000, that is, by

1,750,000, of whom an estimated 1,435,000 were in the "absent father" category.

During the same period, the number of female-headed families in the general popula-

tion increased by 1,410,000. In statistical ternis then, Ihe entire increase in fcmah3-

I Daniel P. Moynihn, "The Crit; in ll vel W ret, '1 Th INdilic Intercst, Winter 1964.
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hn(itd farmilius in the United StAt lu.Ilig h 196O01 wound up on the A I'DC rolls.

This does of course not moan tlt ull fumilios that split in the 1O0s wont on

AFDC. Thore wore 4.6 million divorces during tho 1OO0s, Involving 6. 0 million chii-

dren, Many of the divorcees remarried, 1 receive alimony from their former husbands,

or work. Also, 37% of the absent fathers were never married to the mother.

There were in March 1970 5,582,000 fomale-headed families in the United States
2.217,000 of those families were childless, which leaves
3,365,000 female headed families with 8 million children under 18

Female-headed Families with Children under 18, in March 1970:
930,000 headed by widows

2. 235,000 headed by women, separated or divorced
200,000 headed by women never married

3,365,000

AFDC rolls totalled 2,023,000 cases in March 1970, of which
96,000 weri-AFDC-UF oases, which leaves

1,927,000 cases whbrlte father-was dead, incapacitated
;or absent

Source: Bureau of the Census, Current Population Reports, P-23, #37; Monthly Labor

Review, December 1970; Public Assistance Statistics, Dept. of HEW.

We may estimate that in 1,468,000 AFDC oases, the father was absent. This

suggests that of 2,435,000 families with children, headed by women who were divorced,

separated or never married, 60% were on AFDC rolls. The other 40% of those families

were supported by the father, the moker, ot both.

It seems that for families b-elow Ie-top two-fifths of the socto-economio scale,

family breakup usually means AFDC dependency. It also suggests that for about half of

1One-half of the divorced women remarry within 3 years: Bureau of the Census, Current
Population Reports, P-23, #32.
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all fathers, family breakup means liberation from having to devote a sizeable share of

their earnings to the support of their families; they aro free to shift the burden unto the

backs of all others, the families that stay together, and the fathers -- and mothers --

who work to support their children after divorce or separation.

This may go a long %y to explain the phenomenon that during the 19O0s, whilo

the number of male-headed families grow 12%, the female-headod fa milos grew 344. 2

What may be even more significant: the number of children under 18 in malo-hoidod

families grow G%, in female-headed families 55%. Children in female-headed families

increased by 2,859,000 between 1960 and 1070; the number of AFDC children grow

4,664,000, of whom about 3.7 million wore on the rolls because their father was absent

from the home. This suggests that going on AFDC has become standard operating pro-

cedure among 60% of the families which break up, and among most families in the lower

half of the income ladder.

That the AFDC program was causing many fathers to leave home had long been

charged and was the most often repeated and decisive argument in the drive to include

unemployed fathers in ADC, which succeeded in 1961.

It is now evident that AFDC-UF did not do the Job it was expected to do. Nor could

it. AFDC offers an attractive alternative to a man with a low earnings potential who may

not make as much as AFDC would pay. This is noW proposed to be corrected by subsidies

2 l'amilics by Sex of lead

1900 1970 Increase Percent

Mule-headed 40,829,000 45,657,000 4,828,000 + 12e
Fcmah,.-houdod 4 J72 000 52, 0(5 1 , 4 10 O.e0 . 3.1'.

All f(milios 45,001,000 51,239,00I0 0,238,000 + I.I

Srollur' u or tho Census, Currenl lojil:illII .It irs, P-23, No. 37.
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to the "working poor." But no combination of benefits or earnings and benefits can alter

the fact that a man can still maximize his and his family's income by desertion: he can

then keep whatever he earns -- instead of only one-third, as he would under plans in

H. R. I -- and lot his family be supported by AFDC. This can be corrected only by

direct action against the absent father .- action that is today sporadic or nonexistent.

The father's responsibility for the support of his children is established under

the statutes of each state and there are many state and federal provisions aimed at aid-

ing enforcement against fathers who default and let their families go on AFDC. The ap-

plicant for AFDC is supposed to provide the necessary information to the welfare agency,

which in turn must inform law enforcement officials, who cooperate nationally under the

Reciprocal Enforcement of Support Act that has been on the books of all states since the

1950s. But the law has remained largely on paper. The whereabouts of more than lhnlf

the absent AFDC fathers is "unknown," one-fourth are known to live in the same county

as their abandoned family, mot of the rest in other counties or states.

Private tracing companies have, on the whole, been successful in runnlin down

four-fifths or more of the dendbeats who skip town. Even bettor results should bo pssl-

blo with thu help of all the Infurm:tion and Ix)wur it the hands of government ag.n(les,.

As it is, six out of evory seven AF)C aIsent hfthers contrile nothing tomiurd

the support of their children, and the seventh man pays, on the average, $72 a month.

In May 1971 a family's monthly AFDC grant averaged $183.78. Three out of four ab-

sent but paying fathers send less than $100 per month; only 3% pay $200 or more.

Why is this so? Because there is little interest in carrying out the law on the
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part of the parties expected to cooperate and enforce it. - The AFDC mother, whether

married to her child's father or not, whether she had agreed in advance to the separa-

tion or divorce -- or had asked for or demanded it -- or not, usually prefers getting a

dependable monthly check from AFDC rather than having to wait, often in vain, for a

smaller check from the children's father. In many cases she is now getting more money

from the government than she ever did from him. Why should she help to locate, ap-

prehend and prosecute him ? It is a lot easier and much less trouble to get money from

A FDC than out of a recalcitrant man.

Welfare agencies and social workers hold that their loyalty belongs to the needy

family, not to the taxpayer. They view the task of going after the absent father with

distaste, as long as his family is taken care of by the government. So, they avoid it.

Nor Is there much glory in this unpleasant task for a district attorney and othor

state and local officials. Aside from an occasional crash action by an ambitious D.A.,

an absent father can usually feel quje safe from the reach of the law.

An absent father -- average age now 37 -- having abandoned his support rospon-

sibility may take a job elsewhere and start a new family. Many, however, especially

those with little propensity for work and low earning capacity, prefer to move in with

another AFDC mother and live off her grant, at least for 9 or 10 months, when his own

child is born and he swaps girl friends with another man. There could be half a million
or more

men/who thus benefit from AFDC although they are not listed on the rolls. The number

of adult AFDC recipients is probably substantially understated in official statistics.

Several of the states tried to defend themselves through "man in the home" or

"suitable home" rules and by unnnnounced inspection visits. But those practices wero
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forbldth-11 by the fklpt. of IlWand i1o courts, ,iving uix irc rolls vide opeon. Thit

explilins I) i largo extent thu apilhllng Incido(nco of family bronkdown aniong low-inltouw

Nugro fanillios, Mlich D. ). Moynihti louswrilKNI in it famous r'leort a few yours iajgo.

Nugrouts acuount for I 11, of thw 11. 8. Ix)Il ntio but for (1-fourth of ItIl' runu '-h1:ltd

housoholds. This is not unrelated to the fact that half tho AF"DC fumilies urc black.

How prophetic Franklin Rhtosovelt's warning now sounds that "continued dupild-

enco upon relief induces a spiritual and moral disintegration, fundamentally destructive

to the national fibre."

Family Status of Absent AFDC Fathers in 1901 and 1909

1961 1969 Increase
(000) Percent (MO) Percent (000) Percent

Divorced or
legally separated 120.9 20% 268.7 22% 147.8 + 129%

Separated w/o decree 72.7 12 177.6 14 104.9 + 144
Deserted 164.7 28 258.9 21 " 94.2 + 57

Not married to mother 188.6 32 454e9 37 266.3 + 141
In prison 37.5 7 42.0 4 4.5 + 12
Other 5.7 1 26.8 2 21.1 + 370

Total 690.1 100% 1228.9 100% 638.8 + 108%

Source: Dept. of HEW: 1961 and 1969 AFDC Surveys

There were in 1969 714,000 families on AFDC where the father had deserted

or never been married to the mother and 446,000 where he was separated or divorced,

for a total of almost 1.2 million. By 1971 there may be close to 2 million men who let

the taxpayers foot the bill for their children and wives or girl friends. Assuming that

the unemployment rate among them is three times the general rate, or about 20%, that

still leaves 80% or over 1-1/2 million fathers who should and could contribute; But
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only 14% do, most of them very little.

Can absent fathers be made to live up to their support responsibility? At this

point probably only through federal action. For over twenty years bills have been in-

troducod to make nonsupport a federal offense. This is also proposed in 11. R. I (Sec.

2176) if the father resides in another state. But only 10%, of the absent fathers are known

to be in other s.ates. With largo amounts of federal money involved in AFUC -- and any

conceivable successor program -- there seems to be no reason why non-support should

not be mndo a federal offense regardless of the father's residence. Moreover the re-

sources of several federal agencies would bocomo available to locate absent fIathers

and collect Irom thom, by garnishmont, or otherwise.

To bo sure, federal law enforcement, social security nnd Internnl Rovnuo offi-

vitils have displayed no more unthuslasin for the Joh thani their counterparts :t state mid

loval level's. Ilut they should oblny a congrNsi)nal 1inditt.

It has correctly been said that to put a father in Jail does not give his family
on non-supporting fathers

much money. But imposition of a prison sentee/n, suspended during "good behavior,"

might work wonders -- even on fathers Who are now merely thinking about disappearing

or who havq not yet been found.

It is undoubtedly true that many men, particularly mos. who possess few if any

skills, have difficulty in landing and keeping a Job, especially in a tight market. But

individual effort appears to play a significant role in this. Married men (20 to 64) liv-

ing with their wives had an unemployment rate of 2.9% In November 1971, divorced,

separated and widowed men of 6.3%, and single men of 9. 9%. This is not due to eam-
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ployers' disoriminition against single men. But men who live with their families and are

aware of their responsibilities hang on to a Job more tenaciously (even if they don't like

it), don't quit until they have another job, and if they are laid off, search more intensely

for new employment. This may be the major reason why men who have no, or don 't

live with, their families have two to three times as high an unem-

ployment rate.

When New York in July 1971 required relief claimants to pick up their checks

at an employment center, about one-fifth failed to show up. This suggests, at least,

that work opportunities are more flexible than is widely believed and depend, at least

partially, on the individual -- how badly he needs and wants a job.

Fathers who claim to be without income and unable to land a job might be placed

on public maintenance or cleanup work on subsistence pay, with the balance of the mge

equivalent applied to the support of their families or illegitimate children.
0

In fairness to the millions of fathers who work to support their families and are

presently forced to pay for the children -- and abandoned wives and girl friends -- of

other men who preferred to skip, efifoicement of support responsibility should raI1% high

priority on any program of family assistance. It would, at least, give taxpayers the as-

surance that they are not left to hold the bag for deadbeats.

To locate an absent father and proceed against him is usually impossible without

the cooperation of the mother. How can such cooperation be obtained from a woman

who for good reason prefers an AFDC check? By making tho alternative uncomfortable.

She should be denied welfare benefits -- or be made to work to support her children,

even if the only Job she can hold is cumbersome, menial and low-paid, unless she
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helps in making the father pay.

The Nonworking Mother

The father, if present in the home, is still regarded the head of the family, and,

unless incapacitated, he is almost always the breadwinner. But mother has increas-

ingly been pitching in. This is part of a secular trend that has pushed the female

sector of the labor force from 18.8% in 1900 to 22.0% in 1930, to 28.8% in 1980, to

32.3% in 1960, to 37.7% in 1971. As domestic choras eased with wider use of, and

technological improvement in, household appliances and the availability of convenience

foods, and as sex discrimination faded from the scene, labor force participation among
November

women climbed from 33.9% in 1960 to 37.8% in 1960 and to 44.3% in/1971. The upward

trend shows no signs of weakening and we may have a long ways to go, considering that

in the Soviet Union nearly 80% of the women are gainfully employed.

Two-fifths of married women work if their husband is around, more than half

if he is absent, and nearly three-fourths if they are divorced. Presence of children

.does make a difference: 42% of married women with husbands present work if there

are no children under 18, 49% if there are children 6 to 17 years old, and 30% if they

have children under 6 years. It is significant to note that women work outside the home

more often if they have children between 6 and 17 than if they don't.

That wives are the more likely to take an outside Job the lower their husbands'

wages are, is not confirmed by evidence. Forty-six percent of the women work if

their husband's income runs between $5,000 and $10,000, 41% if it is between $3,000

and $6,000 and only 35% if it amounts to less than $3,000. If the husband makes $10,000
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or more, however, 30% of the wives work.

During the 1900s the number of children with mothers in the labor force grow

from 10 million to nearly 26 million. 1 The sharpest increase took place among mothers

of children under 6 years, whose labor force participtiton Jumped from 20% to 30% in

the 19O0s, compared with a rise from 43% to 51% among mothers with children between

6 and 17 years. But the 1900s were also the decade when the number of AFDC recipi-

ent children jumped from 2.4 million to 7 million.

If some of these trends appear conflicting, a few additional facts may help to

throw light on the situation. As I mentioned earlier, women with husbands in the low-

est income bracket (under $3, 000) also have the lowest labor force participation rate --

contrary to what Is-widely assumed to be the case.

Reasons are not hard to find. Husbands and wives'tend to come from compar-

able soclo-economic backgrounds and, on the average, to differ not very widely in re-

gard to intelligence, drive and other characteristics related to the type of job they can

hold. Men and women with low productive capacity and therefore usually low earnings

have been finding work less attractive in recent years, as welfare benefits became more

easily available and compared favorably with potential earnings. When the difference

becomes substantial enough, father moves elsewhere -- actually or "pro forma l' --

and keeps his wages; mother and children go on AFDC.

AFDC mothers have an extremely low occupational background. Among those

1 Most of the statistics are taken from population surveys by the Bureau of the Census
and labor force surveys of the Bureau of Labor Statistics. Particularly helprul were:
Eliznlth Waldnan and Kuthryn it. Over, "Children of Womon in the Working l'or~b,"
Monthlv l-dor ltoview, July 1970; Elizalwth \ ldmarnnd Anne M. Young, "Mbarital
nnd Family Chiracteristies of Workers, Mnrch 1970,"1 Monthly I11am. I1cylew, Marcih
1971; and lobert L. Stein, "The lEconomic Status or Families Ilealetd )y Women,
Monthly lilhor ltcview, Duconlxr 1970.
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who were previously employed and whose occupation is known, nearly four-fifths had

been in unskilled Jobs -- more than half of all in household and other service work --

less than a fifth in semi-skilled trades and only 2% in skilled vocations. This contrasts

with the general female labor force, of which one-fifth is in the skilled fields, over one-

half in semi-skilled callings and only one-fourth in unskilled Jobs.

Not surprisingly, AFDC mothers have a far lower educational background than

other women, and consequently lower earnings -- if they work at all. Female workers

in the general labor force earned an average $295 a month during 1909, and womon who

worked full time, year-round, $422. In contrast, 86% of the AFDC mothers had no earn-

ings during 1009, SIX, made loss than $200 a month, a more 2% netted $300 or more.

This means, that women who possess a low earning capacity -- because of low

intelligence or low drive or both -- and who therefore have acquired little education and

few, if tny, skills, are prone to shun emtlloyment which In likely lo ppiy them 111it more

than welfare, if any, and in many cases loss. An account of a meeting of welfare

mothers In Palo Alto, California, whore I live, was captioned "Economic necessity

forces E. Palo Alto moms to take welfare instead of Jobs." IPalo Alto Timesi Fob. 8,

1968) It recorded the reports of a number of AFDC recipient mothers that they were

doing financially better on welfare than they would by taking Jobs offered to them.

Father than work at the type of Job they ca perform -- which Is often of a

character referred to as "menial" -- and offers them little additional income, if any,

mothers with low productive capacity Join the new leisure class and go on welfare.

ThI is a perfectly reasonable choice for which they can hardly be blamed. Intensive
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attempts at training welfare mothers for higher occupational skills have yielded insig-

nificant results in terms of lasting well-paid jobs.

The inclusion of adults in grants has made AFDC financially more attractive.

One adult in each family first became eligible for ADC benefits in 1950 -- previously

only the children counted -- and about half a million mothers joined the rolls. In 1961

a second adult -- an unemployed father -- could be granted benefits, and in 1971 there

are 2. 8 million adult recipients on AFDC rolls. This does not include an undetermined

number of men -- which could be halt a million and possibly as many as a million --

who live off their girl friends' welfare checks, partially or wholly, whether they have

actually moved in with the family or not.

The single largest cause of AFDC dependency is illegitimacy -- a father not

married to the mother. Over the past three decades the number of illegitimate births_

has increased ten times as fast as the number of legitimate births -- a 279% rise for-

illegitimate births vs. 28% for legitimate births between 1940 and 1968. Illegitimacy

rates inched up in earlier periods, from 3.6% of all births in 1940 to 3.9% in 1950 and

5. 1% in 1960, then jumped to 9.7% by 1968.

What may even be more significant: the number of illegitimate births increased

between the 1940/44 average and 1908:

141% among girls 15 to 19 years old
354% among women between 28 and 34
30.1%, among women between 38 and 391

This suggests that the increase in Illegitimate births is not so much a result of Igno-

rance, youthful indiscretion or unconcern among teenagers as the action of persons old

IPua. ,u of tU CI'nsu..,,. Cua'rrooit Pol ,tihiie i)l(x)rts, Sueluto P-23, 1341.
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enough to know what they are doing. It is an interesting phenomenon that Florence

Crittendon homes for pregnant girls, which used to be crowded, have in recent years

been running at a low occupancy rate and that the percentage of unmarried mothers who

bring up their own infants that used to run at 10% to 20% only five years ago has Jumped

to about 50%, according to a report in TIME (September 6,- 1971, p. 48).

Of course, the illegitimacy rise extends far beyond the welfare rolls and was

not caused by AFDC. But the easy availability and attractiveness of benefits has not

escaped widespread attention and probably contributed to the spectacular increase.

It has been said that no woman would have a baby just to get an average $30 to

$40 a month, less in some states, up to $60 in others. But let us consider the situa-

tion of a man and his girl friend, both of whom dislike work, or at least the type of

work open to them. They can get nothing from AFDC -- nor from FAP if H. R. 1 is

enacted as it stands. But if they produce a baby they make themselves eligible for,

$166 a month under FAP (plus medical and various other benefits), for $233 if they

have 3 children. That may not seem much by middle-class standards but it is a lot

more than what many young couples live on, particularly those of the hippie type who

display a strong disdain for regular work.

Or, let us take a young girl in an'AFDC family with many children. She has

never had her-hand on much cash nor standing in her family. But a baby of her own

will give her a regular monthly check and independence -- with men competing to move

in with her.

A man may normally have some concern about getting a girl pregnant because of



- 1579

the consequences to her and to him. But he won't, if he knows that he not only will not

have to accept financial responsibility but that a child will enable her to get a dependable

monthly income from the government. As long as-having the first illegitimate baby is

rowurdcd with a monthly support check for mother and child, and the bonus is raised

with every additional offspring, there is no hope that present trends will change for the

Iwttcr. As so often, we are putting a premnium on undcsirable, anti-social behavior.
Further deterioration in the illegitimacy situation is inevitable until iprenLtl respon-

sibility Is defined and strictly enforced against both, father and mother. This may re-

quire a federal child support law with real teeth.

Do expenses for an additional child not exceed the $30 to $40 which an AFDC

family gets for it, on the average ? Not necessarily, at least in the beginning. With

all the complaints about the inadequacy of welfare grants, the use of drugs and liquor

happens to be most widespread in poverty areas, and much of the money to buy them

comes from poverty programs, including public assistance grants.

It is a well known phenomenon that the lower a family's income is, the more

children it tends to have. This does not suggest that welfare grants per child are too

low. The long-range implications of a faster rate of growth among the lowest socio-

economic group with the poorest endowment in intelligence, drive, motivation, respon-

sibility. discipline or desirable characteristics, aside from the inevitable environ-

mental influences, need not be spelled out.

An AFDC mother's median age is 32, an age when nearly half the women in the

general population are gainfully employed. But only 7.5% of the AFDC mothers are

working full-time, 5.8% part-time, for a total of 13. 3%. Another 12% are reported to
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be actively seeking work, enrolled in a work or training program, or waiting to be en-

rolled -- a total that may be taken with a grain of salt.

More than one-third of the AFDC mothers are claimed to be "needed in home

full-time." That percentage varies widely among the states -- e.g., 4.9% in Florida,

15.7% in Texas, 25.0% in Louisiana, 29.0% in Georgia -- but 56. 3% in New York,

55. 3% in Massachusetts, 55. 0% in Pennsylvania. This suggests that the listed per-

centages express local administrative policy more than the actual situation in each

family which could hardly vary so sharply among the states.

It is widely claimed that unavailability of day-care facilities prevents many

AFDC mothers from working. The record shows, however, that day-care centers havw

never been used by more than a small percentage of the children of working mothers.

Supervision by relatives and neighbors Is the most favored and prevailing practice.

Even in World War TI when 3,000 day-care centers were built ufider the lainh in

Act, only 11% of the working mothers rolled on them. Mot mothers preferred rela-

tives, older children, or neighbors.

Few statistics exist on child-care arrangements of working mothers. A survey

by the Children's Bureau in 1965 found that 46% of those children are cared for in the

child's own home, mostly by relatives, 15% in someone else's home, only 2% in day-

care centers. Fifteen million mothers held jobs outside their homes in 1970 though

licensed day-care centers have an estimated capacity of only 750,000 children.

There is not a shred of evidence to sustain a claim that children are harmed

IChild Care Arrangements of the Nation's Working Mothers, Departments of HEW and
Labbr, 1965. Other surveys have reported similar findings.
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when their mother holdoi a Job. A study by the Child Study Association found:

There seem to be no studies which show a significant difference between
the adjustment of children with mothers who go to work and children with
mothers who stay ho!e. .

In the same way, no one has been able to discover any significant differ-
ences in how well the two groups of children do at school. 2

Ben J. Wattenberg and Richard M. Scammon reported in their encyclopedic

This U. S. A., 3 "A Detroit police study has indicated that the rate of Juvenile delin-

quericy is lower in homes where the mother of the family works. An educational analy-

sis in Texas has revealed that the children of working mothers are better students, get

better grades, than children of non-working mothers."

Employed AFDC mothers, according to a 1969 HEW survey, had their children

cared for in their own homes in 46% of the cases, in other homes In 29%, for a com-

bined total of 75% -- 41% by relatives, 34% by non-relatives. Only 7.5% had their chil-

dren in group (day-care) centers.

A study of A FDC rec Iiiiini 41N program in March 1971 found that two-

thirds of the children were taken care of in their own, relatives', or other homes and

fewer than 10% in day-care centers. 4

In the Soviet Union where four-fifths of the women of working age arc gainfully

employed outaido their homes, the babushka (grandmother) is the mainstay of rhild

2 Violet Weingarten, The Mother Who Works Outside the Home', Child Study Association
of America, 1961, pp. 9-10.

3Garden City, N. Y., Doubleday, 1965, p. 183.
4 NCSS Roport E-4, Dept. of IIEW Publication No. (SIM) 72-03253.
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care. On visiting the huge apartment complexes In Russian clUes and nearby parks

one can always see many elderly women supervising sizeable groups of children. Only

about 10% of the children under the age of two, and 20% between 3 and 7 years are en-

rolled in nurseries or kindergartens. Two-thirds of the women whose children are in

nurseries or kindergartens replied to a 1969 survey that they did o only because they

did not have a grandmother or other relative or neighbor to care for them. Fewer than

one-third of those who sent their children to nurseries said that they did so because

they preferred it.

in American cities
General and easy availability of day-care centers/would of course facilitate job-

holding for many AFDC mothers. But the Community Council of Greater New York

prepared a report in August 1971 which pointed out that it is uneconomic to have an un-

skilled mother go to work at low wages while her children are being taken care of in

public child care centers at-a cost to the taxpayers of $2, 500 per child. It obviously

makes no economic sense to have a mother work at a lowly Job while her children are

meanwhile supervised by college educated, high-skilled and highly paid employees on

the public payroll.

This would parallel the trend in other programs in medical

care, educaton, housing, etc. which give persons In the poverty bracket benefits at

public, i.e., taxpayers', expense which many middle class or lower middle class work-

ing persons cannot afford when they have to foot the bill from their own earnings.

., There is no reason why some of our AFDC mothers can not supervise the off-

spring of several working mothers in the neighborhood -- and turn this into a regular
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Job. Much babysitting can also be done on a mutual basis in exchange for other services.

The Department of llEW estimated that centers for all children eligible for day-

care services -- including the children of all working mothers and of present welfare

recipients -- would call for places for 13 million pro-School children and 26 million

school-ago children. The annual cost for custodial care for 39 million children would

be $25 billion, for developmental care $30.5 billion. 1

H. R. 1 would authorize an appropriation of $750 million annually for free day-

care services for all families with an income under $4,320. A far more liberal child-

care program would have been created by S 2007 at an initial annual cost of $2 billion

which could eventually have reached $20 billion per year. It was passed by the Con-

gress early in December 1971 but vetoed by the President on December 9. That

Child Development Program would have relieved many mothers of much of their child

caring chores. Whether it would have caused many of them to work instead of depend-

Ing on welfare checks appears somewhat doubtful. Its cost would have been dispropor-

tionate.

Inability to have her children taken care of during daytime often is not the real

reason why an AFDC mother doesn't work. The crucial question is whether she truly

wants to take the type of job she can handle at the wage it pays, or would rather be on

welfare. Rising AFDC benefits and easy access to the rolls, especially since verifi-

cation procedures were dropped at the order of the Department of HEW and replaced

lFumilly Assistince Act of 1970, flearings bxforc the Committee on Finance, U. S.
Senate, 1970, p. 1017.



1584,

by the acceptance on faith of applications ("declarations") have tipped the scales in

favor of welfare.

The basic issue is whether a mother -- as well as any other man or woman --

who lacks qualification for a skilled and well paid job, should be given welfare benefits

as a matter of routine, or be compelled, under economic sanction, to accept the type

of work he or she has the capacity to handle -- even if it pays low wages and is of a

strenuous, cumbersome, inconvenient or "menial" type, such as cleaning, indoors or

out. Should he or she be able to insist on accepting only a "suitable" job, whatever

that may be for a person with few, if any, occupational skills?

The social work profession holds strongly that no mother should be forced to

work outside her home and that the- choice should be entirely her own. To make mothers

work who would prefer staying home, has been called involuntary servitude and even

slavery. So, for many years welfare workers have been following the concepts of their

professional leaders and supervisors rather than the intent of Congress and state legis-

latures. IAgislators were told time and again that lower caseloads would enable case-

workers to get more recipients "off the roll." They approved steep increases in the

number of welfare department employees, only to find out that this enabled the welfare

workers to recruit more recipients.

Last April 19, speaking at the Governors' Conference, President Nixon reported

an incident at a welfare hearing when a lady got up and screamed, don'tt talk to us about

any of those menial jobs." He then gave his belief:
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If a job puts bread on the table, if it gives you the satisfaction of provid-
ing for your children and lets- you look everyone else in the eye, I don't
think that it is menial.

He then referred to "scrubbing floors, emptying bedpans. My mother used to do that.

It is not enjoyable work, but a lot of people do it -- and there is as much dignity in that

as there is in any other work to be done in this country, including my own,....,,

The question is: how is such a policy to be implemented when the employees

at the firing line who are supposed to carry it out, don't believe in it and bend it to

their own concepts?

Domestic help has been difficult or impossible to obtain for many years, with --

according to some estimates -- several millions of jobs going begging. I As a result,,

millions of our college-educated women cannot use their talents to pursue the profes-

sional careers for which they have been trained and must spend much of the rest of

their lives as chambermaids, cooks and cleaning women -- to the amusement of for-

eigners who think that Americans are crazy. They may have a point.

A good case can be made that a woman should have the right to decide whether

she wants to work and what type of work at what rate of pay she wants to accept. Most

Americans make that decision as a choice between the alternatives available to them.

The question is whether between two and four million men and women should continue

to be able to make that decision by shifting responsibility for their children's and their

own support on to the backs of millions of other Americans who do work.

IMartin J. Shannon, "Importing of Maids Swells as U. S. Girls Shun Domestic Work,"
%ll Street Journal, November 9, 1966. Foreign supply has since been cut off by

the Department or Labor, Also: Myra MacPherson, '"rhe Diminishing l"nrnelt on,"
Whshington Post, January 13, 1970.
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The Family Assistance Plan -- Reform or Road to Ruin?

That AFDC is an abject failure and beyond repair is now generally agreed, and

admitted even by many of its former admirers and protagonists. Born in obscurity and

without much public attention in 1935, ADC served its intended purposes well for some

years, and became the social welfare profession's most cherished program, the prime

recipient of its T. L. C. But it has since become so distorted, socially destructive and

bitterly controversial that it has outlived its usefulness and must now be replaced.

Congress has struggled with AFDC for the past 15 years -- since the 1956

amendments -- trying to make It fair to all concerned while keeping its growth propen-

sity within reasonable limits. It failed on both accounts.

While the number of ADC children was the same in 1955 as it had been in 1950,

it doubled during the succeeding 10 years, then more than doubled again in the next five

years. Between 1956 and 1971 ( May ) the number of AFDC children multiplied 4, 3

times, an increase of 332%, while the country's under-18 population grew only 24%.

AFDC membership went from 3% of all children to over 10%.

From one million ADC children with an "absent" father -- who had either left

the mother or never been married to her -- in 1956, their total soared to well over 5

million now. To many of them AFDC undoubtedly was a lifesaver. Others -- nobody

knows how many -- would not be in a fatherless home, if it had not been for AFDC

which offers a bonus to a father ior leaving his family or for not marrying his children's

mother.

Since 1956 Congress has been trying with increasing intensity to guide, aid, in-
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their
duce or force ADC adults and/older children on the path to seif-support through work.

Year alter year, it expressed its exmctation that newly adopted amendments would

hell) gradually reduce wedare dependency, as had been promised by the Various plans'

proponents. But th l)romises went unredeenied.

In his nlessage of August 11, 1969 (which I cited at the blginnluig of this i':1|p1

and sul)scluent statements,l'resident Nixon declared that the goal that had been sought

for so many years would now bo accomplished by the Family Assistance Plan (FA P)

and Opportunities for Families (OFF): from welfare to workfare.

HEW Secretary Richardson told this committee on July 29: "... we are con-

vinced that the actual caseloads under H. R. 1, over time, will be smaller than under

the rapidly growing and uncontrolled AFDC program" (Hearings, p. 37) and the Ways

and Means Committee reported to the House:

... it is reasonable to expect that almost half of the AFDC mothers can be
moved into regular employment with training, child care, and concentrated
employment efforts.... It is assumed by your committee that large num-
bers of recipients can be placed directly in jobs, and that extensive "em-
ployability" plans will be necessary only for more difficult cases.... Your
committee believes that many of the provisions contained in this bill will re-
duce the number of families which are eligible for assistance and slow down
the rate of growth of those which are receiving assistance,... (House Report
No. 92-231, pp. 166, 169, 217)

These statements closely parallel predictions which the Ways and Means Commit-

tee, the appropriations committees and others had made repeatedly over the past 15

years. Do we have reason to expect that H. R. 1-will succeed where all of its prede-

cessors failed?

The number of AFDC recipients multiplied five times in the last 15 years,
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doubled just in the past four years. FAP would double that again, from FY 1972 to

FY 1973, by federalizing AFUC, guaranteeing a national minimum of $2400 to a family

of four with no other income, and, for the first time, making persons eligible for

governmental subsidation who work full time for low wages.

Past experience suggests that once large groups have become accustomed to

receiving regular governmental payments, they will stay on the rolls, and can perman-

ently be removed only under rare circumstances.'. It is the first step, the enactment

of a program, that is decisive. Benefits tend to become more generous as time goes

on and the numbers multiply.

The Department of IIEW, however, has projected a gradual decline in FAP

recipients in later years. That expectation is based on two features of the FA P-OFF

plan: work Incentives and work requirement. Both have been tried before and pro-

clucod little.

To be sure, 11. R. 1 provisions, as passed by the llouso, are tighter than AFI)C

rules have been since 1967 and more sophisticated. But they are based on the same

assumptions and principles and cannot overcome the inherent and insuperalIle conflict

between offering an adequate monetary incentive and keeping the number of beneficiaries

and program costs within acceptable limits.

In 1967, HEW Secretary Gardner testified before this committee:

We believe that with the universal existence of work training programs and
day care arrangements so wisely provided in the House bill, plus the $20
Incentive payments provided in the administration proposals plus the pros-
pect of reasonable income exemptions, a very high percentage of mothers
will want to be trained and will want to go to work." (Hearings,-Soclal
Security Amendments, 1967, p. 215)
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But only about one AFDC mother in eight is employed, a figure that has not

changed significantly since the 1960s. If an increasing number of welfare mothers

have quit public assistance to take Jobs, the AFDC rolls certainly do not show it.

The 1967 work incentive program, administered by the Department of Labor,

ordered state welfare agencies to refer for work or training projects all "appropriate"

AFDC recipients, that is, all except those specifically excluded by law. "Appropriate"

recipients who refused to participate could be dropped from the rolls or be subjected

to other penalties. But that compulsory work requirement remained largely unenforced.

- Persons with a low income potential were offered an incentive to earn at least

part of their subsistence: they could keep the first $30 a month plus one-third of all

additional earnings by an adult, and most wages of children. Those amounts were dis-

regarded in computing monthly assistance grants. As it turned out, the prospect of

being able to keep one-third of their wages did not lure many welfare recipients into

Working.

H. R. 1 would strengthen incentives and the Deparment of HEW assured your

committee: "Under the provisions of Title IV of H. JR. 1, no family, either male-

headed or female-headod, could be financially better off by not working than it would

by working." (1971 Hearings, p. 109)

H. R. - proposes to double the earnings disregard to $720 per annum, to offset

expeoes enused by working. There are, in fact, 10 types of earnings disrogurds

which can total up4o $2,000 for it family of four, atnd up to $3,000 for a family of ignore

than 8 persons. But the decisive incentive remained unchanged: FAP will disrelard

one-third of a recipients's earnings; the other two-thirds will be deducted from his

welfare benefits.

72-573 0 - 72 -27
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This means that an FAP recipient will be subject to a 67% income tax on his -

wages, the same rate that applies to heads of household on taxable Income between

$120,000 and $140,000. Most people recognize that a taxpayer faced with such an

exorbitant tax rate will search for ways to minimize his liability -- and that goes for

persons with a $4, 000 income as well as for those in the $120, 000-and-up brackets.

It has been stated that this reasoning does not-apply to low-income persons: they are

forced to use most or all of their money for necessities of life, so that additional dol-

lars coming in are discretionary money that is eagerly sought after and highly prized.

That rationalization runs afoul of a very simple arithmetic, which is well within

the comprehension of most persons: someone who, for example, is paid the present

legal minimum wage of $1.60 an hour and can keep only one-third of it, is working for

53 cents an hour net. How many men or women will work for 53 cents an hour -- at

a time when it is hard to find people willing to work for several times that rate ?

The minimum pay permissible under H. R. I is actually $1. 20 per hour -- so that

a person might be called on to work for 40 cents an hokir. Few will be willing

to do that. Supposing the minimum wage is raised to $2. 00 -- that will still leave an

FAP recipient with 67 cents per hour which is not enough to get even a child to work

for, let alone a grown man or woman.

Alfred and Dorothy Tella have presented the case in a more sophisticated ver-

sion which was made available to this committee ("The Effect of Three Income Main-

tenanec Programs on Work Effort," learings, pp. 493-531). They conclude that

"negative tax-type plans of even moderate generosity will have a negative effect on
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labor supply. Such plans Pro likely to result in significant reductions in the work c-

fort of low-incoMnrc non-aged ftinaily hals .... "Th Tellis fund that "both the supple-

mentation of income ind the imposition of high marginal tax ratcs on earnings under a

ncgntivc Income taix could be cxpectcd to reduce the annual hours of market work of low-

Invont fami ly workers. '' They hold that among working female family hcade "'t con-

sidorable portion of reductions in work effort would take the form of complete with-

drawal from the labor force."

The adverse impact of a partial offset of earnings by reduced welfare benefits

would be only slightly lessened by raising the disregard from 1/3 to 1/2 of tho earnings.

But the number of recipients would then go up by another 9 million eligibles, from 19

to 28 million persons. If the benefit level were lifted from $2,400 to $3,200 -- and

there are proposals pending that would boost it as high as $6,500 -- the number of

eligibles (with a 60% earnings disregard) would go up to 42 million, at a $3,600 level

to 54 million. That means that one-fourth of the U.S. population would then be "on

the -dole."

We have so far considered only the impact of FAP grants with a one-third earn-

ings disregard but not certain "fringe" benefits which accrue to FAP recipients, but

not to wage earners. Workers pay social security taxes, state and local taxes, and

are subject to a higher "deductible" on medicaid benefits. They may also lose their

public housing privileges when they start earning wages. Your committee staff has

prepared tables which show that to earn a dollar may cost the worker more than a

dollar in aggregate benefits. According to those tables (pp. 366-371 of the Hearings),

a mother with 3 children in Chicago may lose $1. 12 for every dollar earned between
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$2,000 and $3,000, $1. 28 for every dollar earned between $4,000 and $5,000.

The Dopartment of HEW has taken issue with those tables and underlying con-

cepts. It questions whether social security, and state and local taxes (paid by workers)

should be counted or that recipients would consider the impact on potential medicaid

benefits when they make a decision on whether to work and how many hours. It is un-

doubtedly true that some of these computations are beyond the comprehension of some

welfare recipients. But we have learned in the past that the National Welfare

lights Organization and similar groups lose little time to enlighten and guide their

members and other potential beneficiaries on how to make the most of the opl)ortunities

offered by wellitre programs.

The chances ire that if It. R. 1 were enactc(I is it stulnd8, it would not Only in1t-

mediately double the numlncr of assistance recipients, but cautw the rolls to g'op 'in,

up t a rlild 1jxc, as fewer people, rather than more, decide to work.

H. R. 1 uses tough language in spelling out mandatory work requirements. It

stipulates that every FAP recipient, unless he is in an exempt category, must accept

an offered Job or undergo training to acquire a marketable skill. So does the present

AFDC law, because this is the type of provision that helps to sell Congress, the news-

papers and the public on a welfare bill. But -- will it work?

In H. R. 10604 the Congress on December 14 approved, and the President on

December 28 signed, essentially the work registration requirements of H. R. 1, making

registration for work or training a requirement for the receipt of cash assistance.

This clearly expresses the intent of Congress -- and undoubtedly the wishes of the
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great majority of the American people -- and places emphasis on where it is needed.

But if the income differential between net wages and welfare plus fringe benefits re-

mains small (let alone absent or negative) and/or if an offered Job is strenuous, un-

pleasant, menial, a long distance away, otherwise uncomfortable or disagreeable, or

if the man or woman has little, if any, drive or ambition and possesses a distinct dis-

like for work -- as a small minority of the American people, young or old, probably

numbering no more than a few million persons who prefer workless pay do -- they will

profit little by training and are unlikely to be hired. Anyone who does not want to be

hired can easily make himself unacceptable to the boss or interviewer by slovenly or

repulsive appearance, disheveled clothing, by negative or provocative replies or in any

of a hundred ways. Should he be hired nevertheless -- or discover only after taking a

job that he does not like it -- he will have no difficulty getting himself fired -- by ab-

sentesism, sloppy work, damage to equipment, antagonism toward coworkers or super-

visors, by feigning illness or disability, etc. It just goes to prove the old saying that

you can lead a horse to the trough but you can't make him drink.

In a review article last summer, Alvin L. Schorr, dean of the Graduate School

of Social Work, New York University, demonstrated "Why Enforced Work Won't Work

in Welfare. I He predicted that if H. R. 1 is adopted it "cannot succeed" and that "we

shall be forced to a new debate in three or four years."

Earlier, Irene Cox of the Department of HEW's Social and Rehabilitation Service

outlined the reasons why efforts to put welfare mothers into jobs have failed:

ISaturday Review, June 19, 1971.
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Other studies of AFDC families estimated that fron 45 to 55 percent
of AFDC mothers are potentially employable because of age, education,
and work experience but that barriers to employment are present such
as poor health, residence in a poor labor market area, and the pres-
ence of young children. They also indicate that most would not earn
more than the AFDC payment if employed in occupations for which they
could qualify.' (emphasis supplied)

There probably is only one way in which a man (or woman) can be made to find

and take a Job and keep it: to make him want it. No mandatory work requirement can

make him do that -- but if the alternative to a job is genuine discomfort, everyone

will try to land and hold a Job, even though he may not like it.

H. R. 1 would reduce FAP benefits by $800 per annum, - $67 a month, for re-

fusing an offered job. As mentioned before -- nobody really has to refuse a Job, he

just has to make himself unacceptable. Also, unless many millions of child care cen-

ter slots are provided, at an annual cost of at least several billions of dollars -- since

working mothers presently have 26 million children only 2% to 3% of whom are in child

care centers -- a woman can usually find the excuse that she has nobody to whom she

can entrust her child or children during the day. Most working mothers make personal

and informal child care arrangements with relatives or neighbors, but that will usually

be done only by a woman who really wants to hold a job, not by someone who prefers

an officially acceptable alibi for not taking it.

But let us suppose a mother with four children lacks the imagination and plainly

refuses to take an offered job. That means that her FAP benefit will be reduced from

$267 a month to $200. That is a sizeable cut -- but the alternative would give her only

l"The Employment of Mothers as a Means of Family Support," Welfare in Review,
November-December 1970.
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40 cents per hour on a full-time working basis and she may prefer leisure to working

for 40 cents an hour at something she detests.

OP There are ot course mo e questions that may be raised on the work requirement,

The social welfare profession has always been adamantly opposed to it and found ways

not to enforce it. It will continue to do so, whether it remains on state and local pay-

rolls or is transferred to the federal civil service. The chances are that the number

of Imaginary job-disabling ills will multiply and few welfare recipients who do not really

w nt to work will wind up in Jobs.

Be far, I have not yet discussed the major problem in the public assistance field-

that makes work incentives ineffective in most cases: the absent father.

No conceivable Incentive system can make it financially more attractive to a

man with no property and a low earning potential to stay home, hold a job and support

his family than to leave (or not to marry his children's mother) and let the taxpayers

foot the bill. If he has property or a good earning power, his wife or girl friend (if

she has a child by him) will usually locate and nail him. But if the chances are slim

that she can get out of him as much as she can get from the government, she'll prefer

AFDC or FAP.

A recent Census Bureau survey found that men with an income under $8, 000

are twice as likely to be divorced as those with an income over $8,000, and the highest

divorce rate is among men with an income under $3, 000.1 No statistics are available

on the rate of desertion or informal separation by income levels. But it is apparent -

from a variety of reports that that rate is very high among low earning men and very

lIBur',u of the Census, Current Population lHeports, Series P-20, No. 221, Octolbr 1971.
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small in middle and higher brackets.

The 1969 AFDC survey found that there were 455,000 fathers absent, who were

not married to the children's mother, and 705,000 fathers who had left their wives and

children; only slightly over one-third of the latter group had at least observed the legal

niceties. As of now, we may estimate that there are about 2 million fathers "absent,"

whose families are on AFDC because they left or were never married to the mother.

This is the crux of the AFDC problem -- and it cannot be solved by work In-

centives. It can be solved only by much tighter laws than are proposed in H. R. I and

by strict enforcement.

To expect that the work incentives offered in I. R. I will succeed in motivating

millions of men and women to move from welfare to workfare Is not a hope. It is a

mirage. The substantial raise in benefits it grants AFDC recipients in a sizeable piart

of the United States will attract millions to FAP) who will try to stay on forever. Wiy

should Congress be called upon to take promises on faith anid to enact n program, af-

fecting 20 million persons, costing $10 billion, without first having it thoroughly te:;ted

on a limited scale? The preliminary results of the tiny New Jersey project, from 509

families, are quite insignificant. A test, to be meaningful, would have io be conducted

on a broader basis, and, preferably, not in a high-income state.

H. R. I offers several perverse incentives. For example: only couples with

children are eligible, no single individuals nor childless couples.

Such a bonus for having children might be worth considering if the problem in

the United States were that we do not have enough people to settle the country and must

offer incentives. Even then there would be a serious question of offering a baby bonus
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in a form that could cause dysgenic consequences of disastrous proportions. It is not

widely known that several states now pay AFDC benefits for unborn children -- there

were 28,400 such children in 1969, equal to 1. 7% of all AFDC cases. Nobody knows

how many babies are born (or conceived) while their mothers are on AFDC or because

it qualifies their parents for welfare.

The principle on which FAP is based may be seriously questioned: that a claim

to support from the government can be sustained merely by the absence of adequate

income.

When the present public assistance system was founded in 1935, two criteria

were required for admission to the rolls:

1) the absence of an income at a minimum level, established by each

of the states;

2) the existence of a recognized and valid reason why there was no

adequate income. This is why catp~gories for the aged, blind, dis-

abled and for fatherless children were established; the residual

needy population was left to the Judgment and discretion of states

and localities.

The social work profession has long demanded that public assistance categories

be abolished, and income be recognized as the only criterion. APWA and the Deiart-

mont of IEW ts Advisory Council on Public Welfaro recommended that there ought to

be only a single criterion for the claim to public assistance: need, defined as thu ab-

sonco of mi adequate Income. The ftnck'rd should be set nationally nnd imon ilm.onted
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by a compruhunsive aid l uogiL-in,fiminccd and adlninhiitred by (ie federal govrnment.

livingg the Power, We Have the Duty ... 1960)

The single criterion precept assumes that all persons -- not just most -- try

to the best of their capacity to maximize their Income. Absence of sufficient income

is held to be adequate proof that a person is unable to earn his keep. It assumes, con-

trary to much evidence, that lack of money is the only difference between the huge

majority that work for their living and a small but growing minority which do not, that

all other differences are caused by lack of money -- rather than the other way around.

It would, for example, grant regular financial assistance to the thousands of young peo-

ple who now flaunt their disdain of work and keep themselves in brad and drugs by

"ripping it off," though some of them also get food stamps and other forms of public aid.

To be sure: H. R. 1 would not go that far. It does incorporate a work require..

mont. But, that requirement, as I pointed out, is virtually unenforceable.

President Johnson's Commission on Income Maintenance Programs, chaired by

Ben W. Heineman, recommended the type of program demanded by thie social welfare

profession. With but few changes, and the work part (OFF) added, it would be carried

out by Title IV of I1. R. 1.

One new principle it encompasses is wage supplementation for the working poor.

In 1961, when it was charged that jobless fathers could make their families eligible for

ADC and a higher income only by leaving the home, families with unemployed fathers

were admitted to the rolls. This, to all appearances, did not diminish the incentive

for leaving. It certainly did not reduce the incidence of paternal absenteeism. It is
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now said that a man working at very low wages -- due to his limilecI productive capat-

city -- can improve his family's income only by quitting his job or leaving his home,

since those are the only methods by which he can make his family eligible for A FDC.

To enable a family to obtain a higher income if its head is not working thai It

he works appears clearly unfair. That Inequity could be corrected from the welfic1

side, or from the working aide, or both.

It hars hl I)rol)se( to resolve the probhm If'on the working sIk, by :t sublsliini-

til r:tlau iW the kt'u I l ililmiinl wage. Tit would jift many or it "working poor'" out

of poverty -- if they can keep their jobs. It would make hlrge numIxer of men and

women with a low productive capacity unenployable because the wages they would have

to be ixtid would be higher than the value of their work output.

It would, for example, be easy enough to boost the minimum wage rate for laundry

workers, who are notoriously low paid.- But this would cause even more people to do

their own washing and put large numbers of laundry workers out of jobs, permanently.

Such a boomerang effect would be paralleled in many other low-skilled occupations whose

practitioners would become welfare dependent if their minimum wages were boosted be-

yond the value of their service or product. That, in fact, has been happening for many

years.

H. R. I aims to resolve the problem of the working poor from the work side, by

supplementing the wages of low-income workers. This seems fair -- if work incentives

can be maintained, which is very difficult, if at all possible, as demonstrated earlier.

It also raises the specter of employers who depend on governmental subsidies to the
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"working poor" to open a supply of employees at below-market wage rates.

H. R. I would establish a nationally guaranteed annual income of $2,400 for a

family of four. AFDC, of course, also guarantees a minimum income but at a level

set in each state in keeping with local living standards and job market conditions.

What impact would a $2,400 minimum have? According to HEW estimates, H. R. 1

would raise welfare dependency from 6. 8% of the U.S. population to 11.6%. But in six

states I between 20% and 29% of the population would become eligible for welfare. That

would create havoc in many labor markets and create a dangerous situation, with a

sizeable share of the residents dependent on federal handouts.

Experience with the AFDC program demonstrates that the size and growth of the

rolls depends largely on the benefit level. Since 1950 (to May 1971) the average monthly

benefit of an AFDC family has more than doubled, from $71 to $184, a 157% increase

during a period when consumer prices rose 68% and Old Age Assistance grants were

raised 80%. A study by the Citizens Budget Commission of New Ybrk in 1968 found that

the average monthly benefits in the ten states with the fastest rate of AFDC growth in

the preceding ten years (median + 101%) were twice as high as in the ten states with

the lowest rate of AFDC roll growth (median + 6%). Monthly benefits averaged $88 in

the latter group of states, $177 in the former.

%lhr rolls still respond to the level of benefits. When the steady rise in

monthly AFDC benefits came to a halt in December 1970, the number of recipients

stopped increasing about three months later, and subsequently even showed a small

IAla.ilamn, Arkansas, Louisiana, Mississippi, Tennessee, West Virginia.
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decline. About twenty states had taken steps to reduce benefits and this made welfare

less attractive to potential recipients. Average monthly AFDC benefits declined only

slightly -- from $187. 30 in December 1970 to $183.40 in June 1971 -- that is, by 2. 1%.

Considering simultaneous price increases (CPI)of 2.0%, the effective reduction was

4. 1%. This ended, for the time being, the expansion of the welfare rolls and caused

even a slight decline in July 1971. Whether this trend will continue depends to a con-

si derable extent on the size of available benefits.

Enactment of the Medicaid program helped to boost public assistance rolls be-

cause it made all persons on welfare eligible for free medical services. To be sure,

the "medically indigent" are also eligible but those provisions have been tightened in

New York, California and several other states. Medicaid provides a powerful incen-

tive for persons who need medical services to get on welfare because that makes their

right to free services unquestionable.

If a man or woman or their children require treatment, it may be advantageous

for them to make any arrangements, such as quitting a job, to place themselves on the

welfare rolls and thus obtain free services. The medically indigent may in some 9f

the jurisdictions receive only certain "basic" medical services free.

Furthermore, receipt of welfare makes children countable and eligible for

purposes of the Elementary and Secondary Education Act of 1905 (Title I) even if their

parents' income exceeds the sUitutory level. In other words, presence on the welfare

rolls confers benefits other than the monthly check M%1ich make that status more att tctivo.

Some of the states were ciscouraged to raise their AFDC bcncfits %ten the 1965)
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amundnments gave thon the option to clmngc trom tho established formula witll a $32

federal matching maximum per recipient, to the Medicaid formula which knows no max-

imum. Increased grants often made potential wage earnings look palo by comparison.

H. It. 1 would charge the Department of Labor with responsibility for the employ-

ment and training part of FAP-OFF. So did the 1967 amendments, with disappointing

results. The department is apparently unable -- mostly through no fault of its own'-- to

place the over 5 million persons who are reported to be unemployed, nor even the 1. 1

million who have been jobless for 15 or more weeks. How.optimistic can we be with

regard to the nearly 3 million adult AFDC recipients, most of whom are much less em-

ployable than the average member of the labor force who is presently out of a job ?

Occupational training is, of course, an essential part of any attempt to help

welfare recipients attain independence. Numerous training programs were authorized

and activated within the past 10 years. Their results, which were presented to your

committee and extensively discussedjn hearings in 1970 as well as in July-August 1971,

have been somewhat less than encouraging, to put it mildly.

Well-designed job training programs can help to raise the skills, attitudes and-

work habits of their participants to a level that will greatly improve their ability to

land and hold a job. But they are no- panacea and cannot perform the miracles that were

widely expected of them. Persons of low intelligence and drive, who dropped out of

school because they were lagging one or several years behind their classmates or

national norms, who neither then nor later acquired a basic mastery of the 3 Rs, never

showed ambition, usually followed the line of least resistance, and never held any but
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simple, unskilled-jobs-- if that -- can be converted into skilled workers only in very

exceptional circumstances.

MDTA aimed to retrain workers from trades that had become obsolete to skills

that were currently in demand and expected to expand. It was not designed to lift the

"hard-core" unemployed. MDTA programs largely "creamed off" the most promising

of those who had lost their jobs, and to that extent succeeded. The poor results of the

WIN program that was launched with the greatest of hopes four years ago, were recorded

at hearings of your committee on July 29 and August 2; I need not repeat them here.

There are several lessons to be drawn from those experiences: the chances of

success are good for trainees who sincerely need and want a job of a type they can fill.

They are poor for persons who participate because they are required to do so, or want_

to be eligible for the training allowance and welfare benefits, or because they want to

avoid what they regard to be a menial job, although they lack the capacity to meet the

requirements of a higher-level, more demanding type of job.

Too many attempts to train welfare recipients and hard-core unemployed'were

based on a naive belief in the unlimited plasticity of the human mind, derived from a

theory that differences among persons are wholly attributable to environmental influ-

ences and can be undone or eliminated by changes in the environment. This seeming

inability to distinguish what may be desirable from what is possible, explains the dis-

appointing results of many WI-conceived training programs -- as well as the failure of

Headstart and compensatory education programs to reduce the large and growing educa-
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tonal lag in basic educational skills of "disadvantaged children. -

This is not to underrate the importance of training for the acquisition of a mar-

ketable skill. But it must be preceded by a realistic evaluation of a person's potential

in the current labor market. What many of the hard-core unemployed and welfare reel-

pionts need is not so much training to fit them for higher jobs, but jobs that fit their

capacity. Often they need training for positive work attitudes and habits. Like many

or most of us, they do not have an unbiased and objective evaluation of their own poten-

tial and therefore not an adequate judgment of the type of job they can fill. They can

hardly be blamed for rejecting jobs they regard to be menial or inadequately paid -- as

long as they are offered an alternative, an opportunity to do financially no worse, or

even better, without work.

A recent study of "Employment and Unemployment in Urban Ghettos" under the

aegis of the National Bureau of Economic Research concluded: "It may be increasingly

true that the patterns of unemployment and unstable employment among disadvantaged

workers are dominated not by their inabilities to rind work -- by their supply of labor

characteristics and handicaps -- but rather by their refusals to work in certain kinds

of jobs -- by the nature of the demand for unskilled labor." It pointed out that while

in American history ' new 'disadvantaged' immigrant class of workers has always

been available to fill the lowest strata in the American wage and occupational ladder,"

today's "disadvantaged" groups are no longer "willinir to-aeenpt and remain on the

11 described this more extensively in "The Alchemists in Our Public Schools," Ci.. nircs-
sional Record, April 24, 1969, and "Math and Aftermath in the Public Schools," Coll-
gressional Atccord, December 22, 1970.
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job" that is low-paid or menial. I

The main reason for this change in attitude is the availability of an alternative

to low jobs that did not exist until a few years ago: welfare benefits that compare

favorably with potential wage earnings.

On-tjie-job training has on the whole been far more successful in placing parti-

cipants into lasting jobs than institutional training. Since employers cannot be expected

to foot the entire training cost of employees they would not normally hire, some form

of temporary subsidy is required. That subsidy can, in my opinion, be granted more

effectively through tax credits than through direct payments of subsidies to employers.

The Administration had long considered such credits. They were authorized last

December by Title VI of the Revenue Act of 1971 (Talmadgo Amendment).

Well-designed training can prepare many present welfare recipients for regular

jobs. But there is a large number of men and women whose productivity cannot be

,raised to a level that enables them to compete in an open market for jobs at prevailing

wage rates, even by the most intensive training. If the value of their service or output

is less than the wage they would have to be paid, they will be relegated to permanent un-

employment or, at best, to casual employment. -Mni- may dislike the fact, there

Is a residual "hard core" at the bottom of the ability ladder who cannot climb it. To

send those people from one training course to another only adds to their string of defeats,

l)avid (ordon In: Nationnl Blurcaiu of Economic li, enrch, 49Lh Annul Report, 1969,
p. 63.

72-57 0 - 72 -2 .3
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to their discouragement, frustration and embittvrmcnt, and serves no purpose. It is

,doubtful that occupational training for welfare recipients that cannot be completed within

a few months is anything but an exercise in futility. Nor is it advisable to pay private

employers a perpetual subsidy to keep low productive workers on the payroll.

That residue of men and women can either be permanently supported in idleness

or be pat to work at simple tasks of the "sheltered workshop" type. Government may,

to a limited extent, have to act as their "employer of last resort."

Work relief will give its recipients the dignity of having earned their keep in-

stead of being permanently supported by the work of others. It will give taxpayers at

least some return on their investment and, above all, the assurance that only persons

who are genuinely in need and merit help will be aided. Such a "work test" for public

aid could be tlhe best criterion of eligibility and make all other tests of need superfluous.

It may be well to consider how the Soviet Union deals with the problem of poor,

low-productivity, unemployed persons. I have observed it at close range on several

visits. The USSR Constitution says and Soviet society practices: "He who does not

work, neither shall he eat" (Article 12). The USSR offers no unemployment compen-

sation nor welfare payments to able-bodied persons. But everybody can get a simple

job at the minimum rate of pay -- presently $66 per month -- by applying to a labor

- exchange. That is why there are always swarms of men and women with mop and broom

cleaning the streets, stores, and subways in Moscow and other cities and keeping them

sparkling clean -- in contrast to ours which are in a disgraceful state most of the time,

because we pay comparable men and women several hundred dollars a month for doing
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nothing.

A program of work relief is what Franklin Delano Roosevelt may have had in mind

when he wrote to Colonel Edward M. House in November 1934: "What I am seeking is

the abolition of relief altogether. I cannot say so out loud yet but I hope to be able to

substitute work for relief.

Attempts at providing work relief have not been successful in the United States

for some years because work relief cannot compete with welfare benefits. Recently,
and fllinois

however, California, New York-/ have initiated small projects of requiring able-

bodied welfare recipients to perform some simple public tasks which otherwise would

not be done. This is normally not permitted on federal public assistance programs but
in August 1971

President Nixon gave his approva_/on an experimental basis. The $2.25 billion Emer-

genoy Employment bill which was passed by Congress in July 1971 could provide jobs

for at least 150,000 men and women for two years. That approach could be substanti-

ally expanded -- if simultaneously workless pay through public assistance were com-

mensurately reduced. One obvious task would be for some AFDC women to take care

during daytime of the children of other welfare mothers who would then be free to fill

regular jobs.

I would like to repeat here something I have said elsewhere: I do not believe

that the government owes anybody a living. But organized society certainly owes its

members an opportunity to earn a living. Work relief for those unable to keep a job

1Elliott Roosevelt, ed., F.D. It. Ills Personal Lcttcrs, 1928-1945. Now York: Duell,
Sloan & Poarce, Vol. II, 1947-50.



1608

in the open market seems a better way to aid the poor than giving them relief without

work.1

A most delicate subject is the high birth rate among the poor.' In 1967 the states,

were required to offer family planning services; H.R. I would transfer them to the De-

partments of Labor and HEW. But it could be that this difficult problem needs to be

faced squarely and without euphemisms. Maybe we should call it plainly "birth pre-

vention" and start offering a bonus for voluntary sterilization rather than for every ad-

ditional baby. Whether the time has come when this is politically possible, I do not

feel qualified to judge.

ast but not least: Maybe we should consider whether a child is always best off

with his mother, or whether growing up in a well-run institution may not give it a batter

chance in life than living under inferior parental care or in a detrimental environmonit.

In Summary on the FAP-OFF Plan

t H. R. I would establish a nationally guaranteed annual income of $2,400 plus

ancillary benefits (for a family of four), recognize low income as the single criterion

that entitles a family to public assistance, and grant wege supplements to the "working

poor." It would offer work incentives and impose a work requirement which, however,

do not differ much from similar measures that have proven ineffective in the past.

Projections by the Department of H. E. W. of future recipients inspire little confidence,

in the light of the experience of the past 15 years when, every time, the number of

AFDC recipients turned out to be larger than had been estimated at the time the budget

was submitted to the Congress. Welfare dependency could well rise far beyond present

3 "Cuarantood Poverty or Guaranteed Opportunity ?" Vital Speeches of the Dfly, Jmunry 1,
1969; also Congressional Rcord, August 6, 1971, pp. S. 1:1705-10, etc.



1609

plans within the next few years.

I1. R. 1 would not only double the welfare rolls immediately, it would open a

Pandora's box of undreamed of dimensions. Disruption of labor markets, steadily

worsening social ills and civil unrest could plague the country for many

years at an increasing scale.

This does not mean that the AFDC program should be permitted to continue

operating in the manner in which it has in recent years. But there is no reason to take

panic action, to jump from the frying pan of AFDC into the fire of FAP-OFF.

There are alternatives to H. R. 1 available which I shall discuss in the next and

concluding section of this paper. Their details may require further study but they

should receive earnest consideration.

Alternatives to the Family Assistance Plan

Among the alternatives to the welfare provisions of I. R. I that have been ad-

vanced, S. 2037 by Senator Curtis appears to have received the widest attention and at-

tracted the broadest support. In contrast to H. R. 1, which would federalize public as-

sistance and remove most or all state influence and financial participation, S. 2037

would give the states greater control over welfare policies and administration. It

would prohibit federal employees from exercising supervision or control over state

public assistance progranis,or imposing requli rements or limitation., in regard to cli-

gihility, etc.

This is the decisive difference between if. R. I and S. 2037: I. It. I would con-

tinue and reaffirm the trend of recent decades to concentrate power over domestic serv-
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ice programs in the national government, while S. 2037 would reverse that trend in the

welfare area. H. i. 1 would institutionalize and complete federalization of public as-

sistance, virtually eliminating the states from the field; S. 2037 would confer broader

decision-making authority on the states.

Whether in a governmental system such as ours power should increasingly be

centralized, or ought to be dispersed among its component parts, is a question of per-

sonal and political philosophy, subject to neither proof nor rebuttal.

What impact a directional change in the power distribution is likely to have on

the operation of a program and its costs can, however, be judged from past experience.

The record is unequivocal on this point: ever since the inception of the joint

federal-state public assistance programs in 1935, most of the impetus for expansion

has come from the federal level, whether through statutory changes, incentive match-

ing formulas, administrative mandates or by court decisions. Most of the states have

at some time or other, and repeatedly, attempted to limit the spectacular growth in

their welfare rolls and costs, by the adoption of restraining rules or administrative

practices. But they were frustrated nearly every time when the Department of H. E. W.

ruled them "out of conformity" and forced them back Into line. That the states have not

given up is indicated by recent action in California, Illinois, New York, Pennsylvania,

Texas, Nebraska and other states. In the light of past experiences though, their

chances of being able to prevail against the power of the Department of H. E. W. to cut

off their funds remains in doubt, unless Congress intervenes. Court decisions, based

on federal laws and regulations have in many cases overruled the attempts of various
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states to control their welfare rolls. This can be remedied only if Congress returns

to the states wider powers over public assistance.

Congressional committees have on several occasions expressed their concern

over the inordinate increases in the welfare rolls but have not Vtken action that succeeded

in restraining the expandionary forces. When, in the spring and summer of 1971, It Op-

pcnred, for the first tine, that the tightening-up efforts of several states may have

slowed down the growth rate, the administrator of the Department of I!. E. W. 's Social

und Rehalbilitation Service ans relrted by tWe Assoeiatcd h'crss to have voiced cnceiiri

1llXnat that unexiJicted turn of events "Ieac:tusc Il( needs of wef:lare reel)ients hv:vit'l

lessened. " It is easy to predict what would happen to welfare rolls if control were

shifted entirely to the federal level, as 11. R. 1 proposes.

The field administration of public assistance has always been state and local, at

least in name. II. R. I would federalize it, thus bringing the entire apparatus more

clearly in the federal chain of command. It would subject all employees active in

the administration of public welfare, numbering about 200,000, to direct orders from

the same federal officials who have been in the forefront of the expansionist forces.

This suggests that H. R. 1 would not only double the welfare rolls in the pext fiscal

period, but is likely to lead to continued increases in future years. I doubt that the

exorbitant growth trend in public assistance can be reversed unless policy decisions

and administration are transferred to the control of the elected officials of state and

local governments. S. 2037 would move in that direction and I regard it far preferable

to H. R. 1 or the current law.
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S. 2037 would authorize federal block grants to the states to match their public

assistance expenditures, employing the Medicaid formula of 1965, now used for public

assistance by the majority of the larger states, which reimburses them for between 50%

and 83% of their outlays.

This raises serious questions. An offer to reimburse states for 50% to 93% of

their outlays, in a program which they control, opens the door to raids on the U.S.

Treasury. Even the present system has been and is being exploited by a number of

states which manage td obtain disproportionate amounts of federal funds -- at the ex-

pense of taxpayers id the other states.

I believe, therefore, that the distribution method of S. 2037 could be improved

while retaining its basic emphasis on state-controlled welfare systems. But before dis-

cussing the type of formula I would recommend, I would like to name one.other basic

proposal, namely, a restructuring of the aid-recipient categories. Such a restructuring

will greatly simplify the problem of a just distribution formula.

If the time has come to reverse the trend of shifting welfare program controto

Washington -- and I believe it has -- then the time may also be here to consider a more

funcamental restructuring of our Iublic assistance system.

It seems to me that the system designed in 1935 was basically sound: It established

comprehensive social insurance, supplemented by three public assistance programs to

which a fourth one was ad(iod later. Public assistance was intended mainly to serve

until social insurance matured and coverage became universal. Its categories established

seemingly clear criteria for eligibility which were objectively determinable and largely
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beyond the power of welfare applicants and administrators to bring about or manipulate:

old age, blindness, permanent and total disability. It was not then foreseen that the

category for fatherless children would be so perverted as to include -- and even produce --

a vast number of problem cases which eventually swamped public assistance.

It had been intended that the residual cases, those with a multiplicity of personal

'or social problems, would be taken care of by a state-local controlled and financed pro-

gram of General Assistance. As it turned out, the welfare bureaucracy manipulated

ADC to take over, and this multiplied the residual cases that should have been in Gen-

eral Assistance, when most of its intended clients -- the widows, orphans and disabled --

were absorbed by OASDHI. That cannot now be reversed.

But the time may be ripe to combine the residual segment of AFDC with General

Assistance to a new program that is state-locally controlled with a federal contribution

on a formula grant. There are good reasons for such a move.

The typical AFDC recipient family has multiple problems which cannot be re-

solved with money alone. Nor is it easy to fit their adults into regular jobs in the open

market, even with some occupational training. The infinite variety of their problems

makes it very difficult or impossible to devise national rules that can be uniformly ap-

plied. Controversies over the "suitable home" and the "man in the house" are good

examples of the necessity of judging situations individually and dealing with them on a

case-by-case basis rather than by a general regulation. National rules on whether a

mother is employable or has the right to stay home and be suplxmrted there if she so

wishes, Miethcr adequate child cre is available, and on dozens of Similar situations:



1614

are either too harsh in some cases or in some locations, or at certain times, or they

are too lenient in others. Community views and local job market conditions and oppo'-

tunitios often play a decisive role in arriving at a viable solution.

If such decisions are made by persons who are independent of the citizenry and

electorate, they are less likely to be in consonance with the views of the American pub-

lic and the community. Proper judgment and decisions are more likely when compas-

sion for the applicant has to be balanced against the need for obtaining consent to the

spending of tax money from those- who in the end must pay for it, and from elective of-

ficials who must accept political responsibility for raising the funds.

This suggests the following plan for the basic restructuring of the recipient

categories:

Persons who are aged, blind or disabled should be phased into a pension program,

preferably OASDHI. So should be the widows and orphans who because of some quirk of

fate did not acquire sufficient social security credits and are on AFDC. So should the

families of totally and permanently disabled parents. The remainder of the AFDC pro-

gram should be merged with General Assistance. controlled by state and local govern-

ments, with the greater share of the funds contributed by the federal government.

With the General Assistance category simplified, therefore, it will be easier

to devise a just formula of distribution, with a built-in technique of fiscal discipline.

Fiscal discipline in intergovernmental relations can be enforced by one of two

methods:
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a) The "closed-c J system" under which the size of the grants is pro-

-determined by a formula so that each grantee government knows that

its welfare outlays are protected only up to a certain level and an

excess will be at its own expense;

b) The "open-end system" under which the grantor government promises

reimbursement without limit; it must then exercise direct control

lest costs develop a runaway tendency. Experience shows that it

is not wise to say to a state: you may spend according to your own

judgment and the federal government will reimburse you for 60% or

70% or 83% of whatever you spend.

Therefore, the size of the grants will have to be limited if program control is

to be vested in the states. Otherwise some states may be unable to pass up an oppor-

tunity to extract 26 cent or 17 cent dollars from the U. S. Treasury.

Closed-end grants, which are employed in most other federal aid programs

therefore appear to be a sounder method of financial assistance to the states. Federal

grants to the states for General Assistance should, in my opinion, be based on popula-

tion, modified in inverse ratio to economic capacity.

A system of federal grants for general public assistance on an equalization

formula, taking into account state differences in per capita income, was recommended

in 1956 by the Joint Economic Committee (Report No. 1311, 1956). The committee

intended those closed -end, formula grants to include all public assistance programs

with about 6 million persons. If recipients of OAA, AB, ATPD and AFDC fathers dead



1616

or incapacitated were transferred to a pension program such as OASDHI, the remainder

of AFDC and GA would constitute "general assistance." Between 9 and 10 million of

the present 14.4 million welfare recipients would come under the new program.

I am proposing a formula as follows:

The total amount appropriated by Congress for General Assistance should be

prorated among the states according to population, with each state's allotment divided

by the percentage which the state's per capita income is of the U. S. average per capita

income.

The attached table shows the distribution by states of $4 billion in federal grants

under the current law and under my proposed new formula. Column 1 shows the actual

distribution of federal AFDC grants in F.Y. 1970, blown up to $4 billion. Column 2

shows the allotments under the new formula, based on each state's population, modified

in inverse ratio to its per capita income.

Column 3 shows the changes from Column 1 to Column 2. Twelve states and D.C.

would lose, the other 39 states would gain. Main losers would be the large high-income

states -- New York and California -- main gainers would be the low-income states, as

well as a few states which are now tightly controlling their benefit levels and welfare

rolls.

Undcr existing law, fcdcral AFDC grants on a per capita basis amount to: $26.04

in New York, $21.98 in California ... $5.47 in Arkansas, $4.05 in South Carolina,

$4.17 in Texas, $5.85 itk Virginia, $10.42 in Georgia.
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This, obviously, is Robin Ilood in reverse: New York and California, which ac-

count for less than one-fifth of the U. S. population, arc getting more titan one-third of

all AIFDC funds. Smaller and low-income states get far less than their proportionutte

share. It is about as unfair a distribution of federal funds as could be conceived: New

York which enjoys the second highest per capita income of any state -- 22% above the

national average -- and has 9% of the U. S. population collects nearly 20% of the federal

AFDC funds. California, another high-income state, has less than 10% of the U.S.

population but gets 15% of the funds. This truly amounts to the rich robbing the poor.

To continue such a distribution of federal largesse seems patently unjust. Why

should residents of New York enjoy generous assistance grants -- 'at the expense of

taxpayers in other states ? Why should they disproportionately benefit from the spend-

ing of funds, collected elsewhere by the U. S. government?

A gradual adjustment over a number of years, that would bring the distribution

into a closer relationship to population and make low per capita income a factor in

awarding larger rather than smaller federal grants, would certainly be desirable.

The purpose of the table is to demonstrate the obvious discrepancy in the distri-

bution of AFDC funds that has been permitted to exist and, in fact, to become increas-

ingly worse in recent years. The table also serves as a frame of reference for consid-

eration and further discussions of a revision, based on population and per capita income

rather than on a policy which amounts to a raid on the federal treasury -- or, more

precisely, the taxpayers in the other states -- by a flagrant abuse of open-ended federal

grants. To some extent this distribution amounts to a reward for profligacy and a pen-



1618

alty on tight fiscal management: the states which have controlled their public assistance

rolls pay for the states which have permitted them to grow out of proportion.

In F. Y. 1976 federal grants equalled 54% of AFDC payments while the states

bore 100% of General Assistance. Thus they received 47% of their combined AFI)C-GA

costs through federal grants. A proviso might be added to the new plan that a state could

be reimbursed for up to two-thirds of its program costs, with an upper limit established

by the popultion-income formula.

Enhrged federal grants to low-income states would make it possible e to reduce

the sharp discrepancies in the size of AFDC benefits among the states, which have long

been criticized. Monthly AFDC benefits average (July 1971) $186. 77 nationally, and run

as high as $281.75 in New York, as low as $53.51 in Mississippi and $58.49 in Alabama,

a spread of about 1:5. What may be more important, an AFDC family irt Mississippi

receives less than one-third of the national average. National minimum standards

might well be established and increased federal grants would enable the low-income

states to finance them.

In conclusion then, I think that the basic concept of Senator Curtis' bill --

S. 2037 -- is sound, namely, a return to the states of greater power over welfare

policy and administration. The welfare system could be made more rational by the

restructuring of the categories which I outlined and the distribution of federal funds

for public assistance could be improved by the use of a closed-end formula based on

each state's population and per capita income.
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Actual Distribution in
FY 1970

Increased to $4 billion

According to Populationi
and in Inverse Hatio to

Per Capita Incomec

Diffe' crice
Between

Colunins I and 2

------------------- millions of dollars----------------

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
D. C.
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota -

Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virgildi.i
Whshington

est Vi rgillia
Wisconsin
" \yonting

TiIotal

$ 33.9
3.9

27.4
18.2

604.1
32.2
54. 3

9.7
22. 3
84.6
94.2
14.9
11.9

181.3
36.6
39.9
33.7
65.1
73.7
23.7
65.2

144.4
147.3
64. 1
24.7
65.0

7.7
14.8

5.9
5.5

155.4
27.4

772.7
65.0

8.1
127.7
51.4
41.4

289.3
21.0
18.0
10.4
64.3
96.1
20.6

9.2
53.2
68.2
42.9
44.9

2.5

$.i, oo. 0

$ 91.1
5.0-

37.2
52.0

340.2
43.6
47.1
9.6

10.6
140.7
103.9
- 12.8

16.6
186.3
103.7

57.8
44.4
79.0
90.2
23.0
69.6
98.5

165.0
75.1
65.0
95.3
15.5
29.9

8.1
15.5

117.6
24.5

287.8
119.6

15.6
202.4
58.3
42.6

226. 6
18.4
66.6
15.9
96. 0

239. 3
24.9

9.7
97.2
64.4
43. 6
90.3

7.0

$4,000.40

+$57.2
+ 1.1
- 9.8

+ 33.8
-263.9
+ 11.4
- 7.2
- .1

- 11.7
+ 56.1
+ 9.7
- 2.1
+ 4.7
+ 5.0
+ 67.1
+ 17.9
+ 10.7

-+ 13.9
+ 16.5

-Z 4. 4
- 45.9
+ 17.7
* 11.0
+ 40.3
+ 30.3
+ 7.8
+ 15.1
+ 2.2
* 10.0
- 37.8
- 2.9
-484.9
* 54.6
+ 7.5
+ 74.7
4 6.9
+ 1.2
- 62.7
- 2.6
+ 48.6
+ 5.5
+ 31.7
4143.2

-I .5

- 3.8
.7

45. 4
+ .. 5

1 $ .o

11.1.40d oil: IPoliul:titm, AiIl 1970 (Ccisus)
I('r ali iit. o oIglt.(* in 19740 (Stl'vv oI ('it aretll I'l ,Iin;I Atgu1t 197 I)
Aclual I' lval nini'm:o UP ivt s roih A A,)' ill ,' 197 IF

State
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The CHAIRMAN (presiding). The next witness will be Mr. Allen
Nixon.

STATEMENT OF ALLEN NIXON, PRESIDiENT-ELECT, SOUTHERN
STATES INDUSTRIAL COUNCIL, ACCOMPANIED BY ANTHONY
HARRIGAN, EXECUTIVE VICE PRESIDENT

Mr. NixoN. Senator, I will make this as brief as possible. I had some
other comments on the side that I am going to ignore because of the
time element.

I am here representing the Southern States Industrial Council. My
name is Allen Nixon. I am president of E. C. Barton and Co. of Jones-
boro, Ark. Our company operates retail building material stores in 26
different towns in the Mississippi Delta area from Sikeston, Mo., to
Eduora, Ark., near the Louisiana line, as well as a wholesale building
material concern at Jonegboro, a small insurance agency and a finance
company. We employ about 250 people.

The gentleman on my right is Anthony Harrigan, the council's ex-
ecutive vice president who is assisting me.

I am appearing before you in behalf of the Southern States Indus-
trial Council, of which I am a vice president and president-elect. The
council has in membership-of approximately 2,800 business and indus-
trial firms employing more than 3 million people. A majority of the
member companies are located in a 16-State area extending from Texas
to Maryland, but a substantial number are situated elsewhere through-
out the Nation. Our headquarters are in Nashville, Tenn.

The Southern States Industrial Council is dedicated to restoring and
preserving the free enterprise system which is the basis of our strength
as a nation. We are here to register strong opposition to so-called wel-
fare reform proposals in H.R. 1, as amended, because they would vio-
late the principles of the free enterprise system and move us along
the road toward a welfare state and a Socialist society.

Specifically, we wish to address ourselves to the provisions relating
to family programs, the opportunities for families program and the
family assistance plan, which would replace the present aid to families
with dependent children. It is in this area that most of the blame falls
for our present welfare mess.

Few people will deny that we have a real mess on our hands in the
AFDC program. It has caused welfare costs to skyrocket out of con-
trol. It discourages the formation of stable family units; it promotes
illegitimacy and it encourages fathers to abandon their children and
rely upon the taxpayers to provide for them.

As a parenthetical statement here, Senator, I served as sheriff and
collector of-Jefferson County, Ark., a number of years ago for two
terms and I know from personal experience that is the truth.

Would H.R. 1 solve te problems of illegitimacy, family instability,
evasion of responsibility, and unwillingness to work, which are at the
heart of the welfare crisis? Instead of attacking the roots of the prob-
lem, the welfare reform plan proposed by the administration and ap-
proved by the House with some modifications would set up a guar-
anteed annual income, available both to those who work and those who
escape working through a series of exemptions provided in the bill.
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One such exemption states that an individual shall not be required
to accept employment in order to get welfare payments "if he has
demonstrated the capacity to obtain work that would better enable him
to achieve self-sufficiency, and such work is available." It does not
take much imagination to see the size of the loophole this somewhat
ambiguously worded exemption provides for the person who does not
want to work.

Furthermore, such an exemptii)n is difficult to reconcile with a state-
miient made by President Nixon about the work ethic. Mr. Nixon said,
"I guess every job my father had was a. menial job, but any job that
i)uts food on the table and buys shelter and clothing and education for
a mans" family is not, a menial job. Let's recognize that in America,
once and for all, Let us recognize that the only thing demeaning in
America. is for one man to refuse, to work and to let. another man who
does work pay taxes to keel) him on welfare. Any work is preferable
to welfare."

The President is to be highly commended for that statement.
We do not intend to comment on each of the specific provisions of

the pending welfare reform legislation. however, or to suggest how
they might be changed. The Southern States Industrial Council be-
lieves the entire concept of providing a guaranteed income for any seg-
ment of the l)ol)ulace, at the expense of another segment of the pop-
tilace. is wrong and should be rejected in toto as the basis for welfare
reform. No tinkering with the lengthy and complex provisions in the
bill could alter the fact that the one basic premise behind it is wrong,
in our judgment, and commenting on the detailed provisions would
therefore serve no useful )IIurpose.

Administration spokesmen have argued that establishing a mini-
mum income for welfare recipients, to be paid in whole or in part from
the funds provided by those who work and pay taxes is not a guar-
anteed annual income. Calling it by any other name does not alter
the plain fact of the situation, and efforts of the administration to
avoid the guaranteed annual income tag have been unsuccessful. The
press and general l)ublic identify the guaranteed annual income in
the welfare reform bill for exactly what it is.

Almost all Anericans, and the Southern States Industrial Council,
as well, feel an obligation to provide the necessities of life for the
blind, the infirm, andtle aged; we know of no real demand for elim-
ination of such f)rograms. Americans are willing to bear their share of
the burden of helping these people; however, w'e believe most Amer-
icans (to not feel a similar obligation for those who can provide for
themselves but fail to do so.

In this country for many years we admired and paid tribute to the
self-reliance, fortitude, and character exemplified by those who pulled
themselves out of poverty by their own bootstraps.

Yet today's forgotten nien are those who, starting from poor and
humble circumstances and often handicapped by lack of education,
have nevertheless successfully made their own way. Why, we ask, is
there now so much sympathy 'and concern for the individual who exerts
little or no effort to provide for himself, and so little concern for the
wage earner whose tax burden has become tremendously heavy because
of the money spent on those individuals in our society who are appar-

72-573 0 - 72 -29
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ently lazy, indifferent, shiftless, or unwilling to assume their respon-
sibility as Americans to earn their bread by the sweat of their brow?
Isn't it time someone thought about that ordinary everyday, average
citizen-tlhe American taxpayer?

The legislation before this committee is not a welfare reform bill
but a welfare expansion bill. The committee chairman, Senator Long,
has said, "Any ood welfare reform measure should remove from the
rolls inillions'or recipients who have no business being there in the first
instance."

We could not agree more. Yet both proponents as well as opponents
of H.R. 1 agree that its immediate effect would be to.put several million
more people on the welfare rolls. To assert that this would help break
the present welfare cycle, as do proponents of H.R. 1, is to us completely
illogical.

Even if the welfare program in the pending legislation were an
improvement over the present welfare program, its cost would be
prohibitive. The urgent need is to reduce the costs of welfare which
have risen to the point where they are one of the prime causes of our
present economic crisis.Yet the House has passed, and this committee
is considering legislation which would adid billions of dollars-no dine
is sure exactly h1o~v many-to the already staggering costs of welfare.

Furthermore, if the principle of a guaranteed ann ual income. should
be made the basis for the Nation's welfare program, the realities of
political life dictate that the level of income guaranteed will con-
tinually rise. The burden on the taxpayer will become greater and
greater.

On July 31,1968, Mr. Nixon said:
The economy cannot afford four more years of abuse from irresponsible federal

managers without suffering grave and perhaps permanent damage. The damage
done thus far can and must be repaired by a new Administration committed to
the economics of responsibility.

That statement about the economics of responsibility was applauded
by the Southern States Industrial Council. The current pressure from
the administration-for a multibillion-dollar increase in welfare spend-
ing, while admitting a current deficit of nearly $39 billion, seems to us
to represent the economics of irresponsibility.

True welfare reform is urgently needed. A tentative step in the
direction of reform was taken by the Congress late last year when it
passed workfare legislation requiring most able-bodied welfare re-
cipients to sign up for work or training.

That, legislation should be strengthened considerably without timing
it to the gua ranteed income proposal as in H.R. 1. Welfare eligibility
requirements should be tightened and the rolls purged of able-bodied
people who can provide for themselves if they have to.

As Chairman Long has proposed, steps should be taken also to
facilitate locating runaway fathers and forcing them to provide sup-
port for their children.

Instead of giving the Federal Government a larger welfare role as
H.R. 1 would do, the role of the States should be enlarged. Such re-
s.raints as have been exercised in welfare spending can be attributed
to the States, not to the Federal Government. If the States can pass
along all costs to the Federal Government they will have no incentive
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to strictly enforce eligibility requirements and eliminate welfare
cheaters.

In conclusion, the efforts of advocates of larger and larger welfare
payments to more and more people are neither just nor humanitarian.
The effects will be tq i npoverish the working people who are capable
of energizing the ec6ifoiny. They threaten the destruction of our pri-
vate enterprise system and our society. The Southern States Industrial
Council, therefore, urges that the Senate Finance Committee reject, the
welfare reform provisions of I.R. 1, as amended, and any similar pro-
posals providing for a guaranteed annual income.

Senator.TALM31ADOE (presiding). Thank you, Mr. Nixon. I compli-
ment you on your statement.

(The following communication and statement was subsequently re-
ceived by the committee for inclusion in the printed record:)

E. C. BARTON & CO.,
Joncsboro, Ark., February 2, 1972.

Hon. RUSSELL LONG,
U.S. Senatc, Senate Officc Building,
Washington, D.C.

DEAR SENATOR LONG: You certainly were nice last Thursday to permit us to
testify for the Southern States Industrial Council on H.R. 1 so that we might
catch our plane. We had a quick trip to the airport but we made it.

We had hoped to be able to visit with the Committee about the employee
training program that we have in our company. In the testimony of Dr. Freeman,
and in the testimony of the gentleman from Morrison and Knudson, there was a
great deal of discussion on training programs.

Our school program started in 1964. We are a small business, but we have
averaged spending approvmnately $40,000 a year buying equipment, paying the
employees full time while on company time for training and, of course, paying
our instructors, who are key men and officers in our company. Most of our people
are not college graduates but are youngsters right out of the cotton field. A great
number of these youngsters have not graduated from high school. In many In-
stances, they are children of sharecroppers or day laborers. We are proud of
the fact that, in Northeast Arkansas alone, where we have 14 stores, eight of the
managers are graduates of our training program and only one of the eight is a
college graduate. At least one is not a high school graduate.

We bring our youngsters to Jonesboro, put them in motels and pick up all the
expenses. We give them a total of 120 hours training in basic estimating (blue
print reading) and product knowledge, basic salesmanship, and a basic mathe-
matics course coupled with some training in routine office procedures.

We have never requested financial help nor have we received any from the
federal or state governments for our school. We have not penalized one em-
ployee In pay while he was attending the school and, in some instances, have paid
overtime where they traveled long distances in order to be present. Since we
began, we have trained over 360 young people. As a guess, our company has re-
tained approximately a third of these individuals. We place no restrictions on
who will attend.

As to the financial aid from the federal or state government that some had
mentioned might be possible, we think this is not good for several reasons. First,
we prefer to pay our own way. This is the American way. Second, our company,
in the last six or seven years, has been brought under the regulation or control
of seven different federal agencies in addition to the internal revenue service
and the social security administration. The regulations of these various agencies
are of great concern to us. Particularly is this true when no one seems to know,
In many cases, what Is the right way to comply with the regulations. The expanse
is staggering to implement these requirements. These different government regu-
latory bodies are virtually taking our freedom. Plainly speaking, we do not want
any more government control of our business.

There are so many bills introduced, that. of necessity, the Congress has to rely
on economists and others who are either school teachers or men with little prac-
tical experience for consultation -and advice. It would appear to us that the
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Senate Finance Committee might consider calling in more successful and quali-
fied businessmen and conferring with them about important legislative matters.
Many coml)anies, as was pointed out last Thursday, have the capability to
gather information in matters such as welfare and taxation that could be most
helpful to the Congress.

Again let us express our al)l)reciation to you. We are sorry that we did not get
a chance to talk to you l)ersonally and to some of the other members of the Com-
mittee about the other phases of this welfare situation.

Sincerely yours,
ALLEN. Nixo.N, President.

STATEMENT OF TIE SOUTHERN STATES INDUSTRIAL COUNCIL

THE TRUTH ABOUT FAP

Apologists for the current welfare system often contend that the rolls are
made up largely of the aged, blind, disabled and, of course, children. Therefore
they insist that very few recipients are capable of earning their living as Ini
alternative to subsidy. lit this claim is, strictly speaking, true obscures many
realities a bout American welfare and prema ture y dismisses significant argu-
ients against President Nixon's gargantuan Family Assistance Plan (FAP)

which has )assed the House as H.R. 1 and is now before the Senate.
In fact the three "adult programs" in the federal )ublic assistance system,

aid to the aged, blind and disabled, constitute barely one fourth of the whole
cost, (1) with the overwhelming majority devoted to Aid to Families with De-
pendent Children (AFI)C), a system which has ironically made participating
parents as dependent u)on their children as their children are upon them.

When federal aid to children was first conceived in 1935 its backers called the
scheme "Aid to Fatherless Children," intending the beneficiaries to be orphans
or children whose father was in some way incapacitated. (2) But when the pro-
gram got on the books the name was changed to Aid for Dependent Children
(ADC), and a seemingly innocuous phrase referring to a father's "continued
absence from the honme" was slipped in as one standard for eligibility. At first
the measure stayed largely within Congressional aims, and five years later con-
siderably less than a third of all ADC recipients were on the rolls as a result of
the father's absence. (3) By 1961, however, children of absent fathers represented
nearly two thirds (63,c ) of the total, (4) and that same year, in an effort to
discourage such paternal desertion, Congress ma de children of unemployed
fathers eligible as well, in those states which agreed to the change. Even so,
by 1970 children with absent fathers had risen to 73% of the total, and strangely,
this change was most marked in states where children of unemployed father.,
were eligible for grants. (5)

In 1962 the name of the program was changed to Aid to Families with Depend-
ent Children (AFDC) and nine years later there were 2.8 million adults on AFDC
rolls, in addition to all approximately equal number receiving benefits under the
official "adult" programs. (6) Congressional intent was thwarted, however, as
the rate of absentee fathers continued its relentless growth.

It was not a mindless desire to squander public funds which motivated the
Congress thus to expand welfare eligibility; indeed lawmakers almost unani-
mously had exactly the opposite intention. Likewise President Nixon tells us that
FAP will get people "off the welfare rolls and onto payrolls." Yet the grand
total of AFDC recipients has quintupled in the last fifteen years, doubled in the
last four, and FAP proposes to double it agati. (7) President Nixon has tried
to sell the plan to Congress by stressing its work incentives and the fact that
no one would be better off on the dole than on the job. The fact remains that such
work Incentives, by reducing welfare payments, would subject a recipient to a
67% tax on earnings, leaving him 67 cents an hour if the base pay were two dol-
lars. Common sense dictates that few people, especially the least motivated mem-
bers of society, would work at boring, menial jobs for such a reward, particularly
when FAP guarantees a family of four an income of $2400-plus substantial fringe
benefits, regardless of work. Passage of FAP will prove that Congress has failed
to learn what It should have learned ten years ago-increased benefits will con-
tinue Increased paternal desertion because, as Dr. Roger Freeman testified to
the Senate Finance Committee:
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... no combination of benefits or earnings and benefits call alter the fact that
a mian call still maximize his and his family's income by desertion: he can then
keel) whatever lie earns--instead of only one third as lie would under p)lalts in
H.R. 1-and let his family be supported by AFDC." (8)

The current welfare structure is plainly inadequate, and while FAP represents
an even worse alternative, a general consensus does exist to the effect that some
drastic change is desirable. Certainly the most serious welfare problem is the
absent father, and some Congressmen, such as Senators Harry Byrd and Russell
Long, believe that the best way to deal with it is to make desertion a federal
offense. H.R. 1 goes halfway in this direction, by making a deserting father who
crosses state lines subject to federal prosecution, but only about ten per cent of
absent fathers are known to have changed states. (9) To be truly effective, federal
law should cover all deserting fathers regardless of residence who leave their
families dependent upon AFDC funds largely provided by the federal government.

And welfare mothers should be firmly encouraged to assist in establishing the
whereabouts and often even the identity of the missing father. Mothers now have
an incentive not To bring back their mates since the missing mail is generally not
productive enough to support the family on his earnings alone as well as they had
)een living on AFDC, sul)plemented perhaps by his own surreptitious additions.

Although the mother is now protected in her silence by HEW's confidentiality
regulations, Congress can legislate an end to this counterproductive "right" and
should authorize federal investigative forces such as the FBI to join the search
for the elusive fathers.

Additionally the myth must be exploded that it is the scarcity of day care
facilities which prevents mothers of young children from working. Statistics show
that while fifteen million mothers worked outside the home in 1970, day care
centers had capacity for only 750,000 children. In 1965 the Children's Bureau
found that 46% of all children of working mothers were cared for in the home,
mostly by relatives, 15% went to another home and only 2% were In day care
centers. (10) It is reasonable to suppose, therefore, that the huge majority of
mothers can, if they wish, find some means of caring for their children during
working hours. especially now that new laws tax deductions for household help
in families earning less than $18,000. (11) As Dr. Freeman has observed, the Im-
portant question is whether the mother "truly wants to take the type of job she
can handle at the wage It pays, or would rather be on welfare." (12) With what
some have estimated as "several million" domestic jobs going unfilled, (13) the
lack of available employment cannot credibly be argued.

But perhaps the most important welfare reform is also the simplest. Rather
than federalizing public assistance as in FAP, states should be granted wider
discretion to set their own welfare standards. Governor Ronald Reagan testi-
fied to the Senate Finance Committee on February 1 that his administration
had cut nearly half a million potential welfare recipients from the rolls in
California and had thereby been able-to raise benefits to those truly needy who
remained. Some Reagan proposals Included denying aid to families of strikers
and making recipients who could not find private employment work for no addi-
tional pay at public jobs that would not otherwise be filled. One provocative
sidelight to Reagan's presentation occurred when the Governor was asked what
had happened to the citizens his changes had caused to become ineligible for
welfare. While Reagan naturally could -not specifically answer the-question, he
did observe that the unemployment rate in his state had remained stable, and
lie did not mention any sudden onslaught of Californians dying In the streets for
lack of any means of survival. Likely they had returned to where they should
have been all along, working within the private system at jobs which circum-
stances no longer permitted them to feel were too boring or too menial.
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Senator Tm.M3ADE. The next witness is the Honorable Henry A.
Wise, former member of the New York State Legislature.

STATEMENT OF HON. HENRY A. WISE, FORMER MEMBER OF THE
NEW YORK STATE LEGISLATURE

Mr. WISE. Mr. Chairman and members of the committee, I don't
know just why I asked to be on the list but I think maybe once in
a while it is a little good thinking to have an individual who repre-
sents only himself rather than some group; but one of the things that
impressed me

Senator TAL-MADGE. If you will yield, I completely agree with you.
We occasionally have a witness come in and claim he speaks for mil-
lions of people and sometimes we doubt that he speaks for anyone
but himself.

Mr. WISE. Well. I am responsible only to myself but I hope I will
be responsible in what I say.

Senator TAxIM.\DGE. I appreciate your candor, sir.
Mr. WIsE. One of the things that impresses me-4nost about this hear-

ing is the dedication of the members of this committee. 1-) to this roll-
call they have had a large number. and when back as long as 22 years
ago when I used to hold these hearings in Albany, about the time that
the testimony got repetitious and redundant we would draw lots and
see who was hooked with sitting there while the rest of us went on
about other more pleasant business.

But you gentlemen can read, so I am going to spare you
Senator TALTfADGE. Without objection, your entire statement, Mr.

Wise, will be inserted in the record and you may summarize it as you
see fit.

Mr. WISE. I just want to make-I am not ging to say what has al-
ready been said here. The thing that I think is one of the finest state-
ments here, of course, is Dr. Freeman and Governor Smith, Senator
Percy and Mr. Knack from Idaho this morning covered a lot of ground.

I just wanted to make a couple of observations.
In writing it comes out this statement may look rather harsher than

I meant it. What I meant by this statement was not to blame any in-
dividual, whether poor person or an administrator of this program;
but what I am trying to point out is that there is a jerrybuilt system
which has grown up year after year while the public had their mind
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elsewhere and we politicians felt that fooling with welfare was polit-
ical death. So up until a very few years ago it was just let go onl its own.

Now, the Governor of Ohio came and said here he was tired of hear-
ing welfare pilloried. But the welfare system has got to be pilloried un-
til people realize that this thing is entirely off the track, and not going g
what it was intended to do: To take care of needy poor people who
can't take care of themselves.

Now, the-almost the irony of this thing is that the administrators
of this program, the top administration of it, which is the Department
of HEW, can do almost anything necessary to reform the program
except appropriate funds. T he bill that Senator Talmadge got passed
was only necessary because the Department of HEW apparently dis-
agrees with Senator Long who said in his statement on December 29
that society, it is elementary commonsense that so iety should pay for
thethings it values and not'for the things it looks down upon.

Well, if HEW had the same values and coimionsense as the mem-
bers of this committee who have taken an interest in this thing have,
most of these bills would not be necessary.

Now, I just want to make one other couple of points and I wish
Senator Ribicoff were here. When I was down here once before in 1962
we had some business with him; we didn't get what we wanted but what
I am leading u to today for a man who is a self-proclaimed liberal,
I think he has shown more commonsense in his observations today than
any other self-proclaimed liberal I have ever heard. He mentions that
these should be pilot programs. That is one of the reasons this got out
of hand. They went hog wild nationwide on these things without try-
ing them out first.

Another thing he says they ought to have an independent research
and review system of it. I couldn't agree more. I think that you would
have -far less problems and the system would use the money more
productively for what it was intended for if you had those things.

I do beg you, gentlemen, that any bill you finally reach a compro-
mise on or H.R. 1, 1 know H.R. 1 in its present form is a dead horse;
I am not going to review all the terrible things about it, as passed by
the House, but I know you are going to come up with some kind of
compromise and I beg of you whatever you do, have it for-have a
cutoff date on there, or a pilot program, and not have another thing
that looks so good on paper before it is tried wind up by doing things
that nobody ever expected would be done or intended to be done.

Now, recently, of course, the Supreme Court held that State laws
requiring residency of a certain period of time before people could
be taken care of on public assistance was invalid. I don't quarrel with
the law on that because Federal funds are in it; but I do think it is
very unfortunate for Congress to force a State to support a policy
which it has every right to disagree with, that is, that State funds
should not have to go to the support of people who come in the State
with no means of support and no really solid means of ever having it.

Now, it seems to me the way to correct the situation is for Congress
to pick up the whole tab or the Federal Treasury pick up the whole
tab for people who have not, who have come to a State and not lived
there, in other words, for people who have moved into a State for the
period until they at least have lived there, long enough to become a
qualified voter.
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Now, a somewhat similar system operated in New York State where
the county is not responsible for a person who moves into the county
until he has been there for at least 4 months. The State l)icked up
the whole tab; of course, the Federal paid part of the share of that,
but that would be a, way to get out of this thing.

It just. burns State legislators up that they are forced to have to
use their scant public funds that they cannot use them in priority first
for their own bona fide residents and I think that is the way you could
take care of that matter and problem.

Dr. Freeman went over-he took care of the Curtis bill and I am not,
going to mention the Curtis bill which, I think, is the ideal answer
but I realize it is )olitically impossible in this day and age to have
the Federal Government give away any of its powers and give them
back to the traditional repositories thereafter, so I won't dwell on that.

But there are a few other couple of little things here that, in the
generalities of the witnesses have not been mentioned and that is in
the appendix to my sheet here I will Just mention a few of them:

The main problem with this whole H11EW thing is that your predeces-
sors in this body have got clauses throughout the Social Security Act,
which say, in effect, "The Secretary shall prescribe such standards as
he may deem necessary to implement this act." Well, they have deemed
some of the doggonest things necessary to implement the act you can
ever think of and I beg you, as Senator Ribicoff said, I do want to say
something about a self-proclaimed liberal that is nice: Senator Ribi-
coff said that you have given away too much legislative power to the
executive branch. I think you have given away too much power to the
administrative part of the executive branch and that Congress has got
to specify some of these standards that itself, rather than giving carte
blanche to the administrators to do it.

Now, on the matter of work relief, and Senator Talmadge's bill.
I just hope that due to the resistance of stiffnecked administrators
who have demonstrated for years that they think there is something
dishonorable about menial labor which practically all you gentlemen
have done, even including the President of the 'United States, this
menial labor has to be done by somebody and most of us thought it was
honorable in our time; but you will find that certain administrators
will evade that unless Congress is ready to implement Senator Tal-
madge's bill with whatever it is necessary to see that it works, because
it should be borne in mind that often with the tolerance and even co-
operation of government employees, at all levels, State, county, and
Federal, these are supposed to protect the public and help poor people,
but in some welfare cases they cooperate with their clients who are
really clever at beating the system.

Certain so-called hardcore cases are so disenchanted with the work
ethic that subsistence, meager enough to make it more uncomfortable
to continue in indolence, than take a job or training is the only spur.
Minimal aid for such persons is the best incentive just as special help,
such as a tyllewriter, for instance, sometimes will bring out motivation
or talent in some women if they had the resources to do that sort of
work.

But another basic fault of our system is which person deserves this
minimal aid and which should have incentive aid, and that is something
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that nobody but people with a knowledge of human nature, common-
sense and a knowledge of the case can determine.

Now, it will be said, well, that would leave it to the hardboiled
people; they would be too hard; and the bleeding hearts would be too
soft. Of course, you have to have somebody review it, but under our
present system no credit whatsoever is given to the social worker's
recommendation on the spot and they don't even recommend anything
most of the time so there is nobody who will pay any attention to it.

I don't make these seemingly rather broad statements just out of
hand. Where did I get that information? From talking with people
on welfare, both black and white, in their homes, ghettos, and in rural
slums, also with lower echelon administrators and investigators.

Now, one. of these people hem, that slavery quotation at one point,
that came from a black woman who was a girl, moved from North
Carolina to Harlem with her father and mother; she went to work
scrubbing floors, got that whole family off welfare, got herself a
law degree at the age of 20, now making $100,000 a year, using her
spare time to do practical efforts for ghetto people, telling them,
"Got up off your duff or you will never get out of stewing in your
own juice." That woman was here in 1962 and testified before this
committee. I hear from her once a year and I asked her if she
wanted to come down and testify and she said, "I give up. Just go
on your own way," was her attitude.

You gentlemen can read. I am not going to be any more redundant
or bore you. But there are some little bills regarding these things
about-allowing the local level to decide how to handle public assist-
ance grants.

Year after year money is given to householders who either will
not or do not know how to--aiything about home economics or how
to handle the family budget. The people at the ground level ought
to be allowed to decide to give those people grocery orders, food
orders, or pay the money to a third party, not just keep on giving
that money out year after year. They say it is demeaning. The real
reason that HEW won't allow that is because it would make it more
difficult for the system if they had to judge on an individual basis.
"Just write the check; make ourselves as little trouble as possible"-
that is the philosophy about that.

Well, if it was early in the day I could say something rather that
might interest you, but I thank you very much

Senator BYRD. Mr. Chairman, I am sorry I was not here when
Senator Wise presented his testimony. As he knows, the Senate was
voting, but I want to say that Senator Wise has had a very distin-
guished career in New York State, a member of the New York
Senate.

Mr. WisE. 350 miles from a place called New York City, though.
Senator BYRD. And I would like to ask him-but my recollection

is that during his service as a member of the New York Ixgislature
you had a great deal to do with the welfare program in New York?

Mr. WISE. Yes.
Senator BYRD. You were on a committee?
Mr. WIsE. I was chairman of the Standing Committee in the Sen-

ate, and how it got this way somebody said, "Somebody has got to
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be stuck with this, and you are the most immune from bleeding heart
influence than anybody here," so I got this job. I got so fascinated
as that went. on that I turned down the Banks and Insurance Com-
mittee chairnmanship and I kept this thing and -ound u) on several
commissions, and so forth, and if you gentlemen (ver had time, which
nobody does, to read the couple of thousand pages of testimony taken
around New 'York State in 1960, you just couldn't believe some of it
would make you fall out of your'chair laughing; others of it would
make you cry, and all that stuff is even more true today than it was
10 years ago. The system has not improved any; it has proliferated
in its wanderings.

Senator BYRD. And from your experience, wide experience, in New
York, your view is that H.R. 1 is not, could not properly be labeled
"welfare reform" but more accurately labeled "welfare expansion"?

Mr. WIsE,. I think it should be entitled "An act. to transform the
United States of America into the Iniform States of America."

Senator BYRD. lVell, the Secretary of HEW, in his formal state-
ment to this committee, I thought very accurately described this pro-
gram, and his own words were that this programm which he has sub-
mitted is, and I quote him: "revolutionary and expensive." They are
his own words.

Mr. WISE. I think it would'more properly be "retrogressive and ex-
pensive," which would say it is just more of the same, really; it is not
revolutionary. What HEW said, it is more of what they have been
doing all the time. You are rewarding a bunch of people who have
made a mess for 35 years by giving them more millions and millions
of dollars for people and saying, "something is wrong here but you
are the ones who did it, so you straighten it out."

Senator BYRD. I think the fact that youi served in the capacity you
did in New York, that you had that wide experience in the New York
Legislature, with the welfare program there-your test imony' before*
the committee is tremendously beneficial.

I want to say that we in "Virginia are very pleased that you have
come back to Virginia, living in Lexington. The Wise family has been
a wonderful and important family to the State of Virginia for many,
many years.

Mr. WISE. That doesn't make them any votes with the welfare peo-
ple, though.

Senator BYm. The Virginia people are proud of Henry A. Wise, the
name Henry A. Wise and Gennings Wise and many of the other Wise
family in our State, and I just want to say I am pleased that you are
before this committee, Senator Wise. I am glad my colleagues have
had a chance to hear you testify.

Mr. WISE. I appreciate very much what you said, sir.
Just as I leave here I want to say-
The CHAIRMAN (presiding). Could I say something to you, Mr.

Wise?
Mr. WISE. Yes; certainly. I was just going to add that the abuses in

welfare which you people are so-with which you people are so familiar
are not the fault of the people on welfare; anybody would take advian-
tage of the loopholes that are given to them. That is the fault of the
system, not the people.



1631

The CHAIRMA.UN. Yes. The thought that does amuse me somewhat
is to see these Governors down through the years talking about the
erosion of State sovereignty and urging that something be done either
to restore or preserve some of the sovereignty in the States.

How, here we have a. program where we thought we were helping
some poor people and then the courts expanded it to make us, some-
time in it single de'sin, to make the States increase the rolls by as
mnuch as 50 percent in t single year by striking down the man-in-the-
house- rule, for example. Then the States, in trying to administer a
program with the HEW interfering with regulations and the courts,
particularly the Supreme Court, doing its own legislating to load
those rolls with people that were never intended to be there, and then
the States v'eeking in some cases to b3 generous in their own right,
such as New York with extending these high benefits to more people;
then here comes a maintenance of effort proposition which is one of
the increases that went into effect so they were strapped with their
own generosity and with the courts loading their rolls, and the courts
and HEW loading them down with people who never, even by the
Congress, nor by the States, were ever intended to be on the rolls:
by the time they got. through with that it was bankrupting them and
so the Governors come in and asked to be unburdened of it and, mind
you, now to get, out of this thing they recommend to us that we take
over a program that starts out by doubling the number of people again;
so we have for every one person who was intended to be on there, there
are two and now we are. asked to get rid of this. The Governors are
just hoping to get rid of it., are asking us to double it all over again,
but just get them out of the picture by making it a Federal
responsibility.

I think what you say is indisputably correct, that when you really
try to get down'to trying to solve problems there is a personall equa-
tion involved in all these and the people who are closest to those in-
dividuals would come nearer knowing what it is.

For example, I asked in the case of one particular person-I assumed
that person'. family was on the welfare, be investigated to see w-hat
the record would slow because I had knowledge of that man and his
family situation; and so that case is reflected somewhere in these figures
where he is listed as father deseiting family. There was no desertion in-
volved there. It was just that, the family discovered they could make
twice as much money on welfare, with the food stamps, as he could
working for a living. Just that simple.

Can you explain to me why anybody would want to work for a
liIing wvhen he could make twice as much on welfare?

Mr. WISE. They wouldn't. Where I live, when this first started, how
I got into it - couldn't. believe. One 6f my- constituents came and said
the guy is a truckdriver for the county highway department, quitting
his job because with six children lie can make more in> welfare. I
said, "Well, that can't possibly be true." I looked there and found
that was just a minor part of what was going on, so I got into this thing.

Here is a man, a truckdriver, for a political subdivision of the State
like New York, who could make money on-welfare with six children
by just giving it up.

But I just say, I have got to comment that when I first-when I
left up there, about 1964, didn't run again, the recent and then Governor



1632

branded as the greatest hardhearted reactionary baiter of the poor there
ever was. Ie vetoed our residence bills and everything else. Now he
has adopted every one of the programs and he is crying because the
Supreme Court. won't uphold him.

The CAImmA,\_. Ile is advocating now that you ask all those people.,
including those mothers, to work for the welfare checks.

Mr. WiVsE. Yes. I really think someday, I hope that the political real-
ities will realize that the Curtis bill is not a repeal of the 14th amend-
ment and despite the politics of race and the vested interests
of the great, this big business of poverty, which it is-the poverty is
where the money is, you know-from the people who dlont have to
exist on it. but a vital thing. And if I can have just one more mii-
ute, I am sorry: you got me going again, Senator, but it is on this uni-
form statewide standard of sul)port-fthat is the most little understood
and the most vicious timing in this to iake the problein.

Uniform statewide standards of support were the samet all over the
State. are the same-it is something administritivelv orde-red by
HEW. Now, the worisl of uniformity and objectively as the way
to eliminate discrimination has beeui carried to absurd extremes.
For examl)le, take the )ig State of New York and a big agricultural
State. too. The basic public assistance. grant is the same to I resident
of the city of New York as to that resident of Hamilton County which
has the area of tle State of )elaware and tie population of 5,000
l)eople. So they let him have variances a little bit up to last year until
they said, "No, we have to have it all the same." So what happened?
It backfire(] on the people who were mozt. intended to be helped.

)So they did not raise upstate to New York City but. they cut upstate
back-New York City back to the upstate level.

The CHAIMrx. Well, my impression is that if you talk to any-
body who lives among welfare clients, and I regard myself as being
one of those at one time when 100 percent of mv neighbors were on
welfare, admittedly I lived in a rural area and didn't have many
Neighbors but a hundred percent of them are welfare clients and if you
talk to anybody whose neighbors are, in large degree welfare clients,
and I have in mind these people who live in congested urban area,
like here in Washington, as well as those who live ill the rural areas-
those who live among the welfare clients are stronger against having
all these people on the rolls than anybody because they can show you
so many people on th&re and so many abuses that shouldn't be. If you
have a maid here in Washington, who is familiar with the situation of
her neighbors, she will complain bitterly she has to work for lher
money while all these people draw these large amounts of welfare
payments for doing nothing.

If you go into the States and propose, just try it. propose that you
double the amount of money for welfare, or even make a major in-
crease, make a 25 or 50 percent increase, in State expenditures for wel-
fare, I would venture the assertion you can't get elected in one Stat6-,
in 50 on the platform you are aoingq to double the number of peope
on welfare or even increase them bv 50 percent. /

Now, in Louisiana we iust, got through having. an election, 118 men.
running for Governor and not a single man out. of the 18 was campaign-
ing for an increase in this welfare.
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That is about how it is in 50 States out of 50, notwithstanding which
somebody seems to think here in Washington there is some compelling
demand to keep everybody on there who is on and pay them more and
then to double the numbers.

Now, are you aware of any State in the Union where there is some
great demand to expand the welfare rolls?

Mr. WISE. I don't know. Just. the opposite: but here is the funny
thing-a funny thini that happened here 20 years ago:

I started holding this type of hearing on a State level and it was
useless because we were boxed in by HEW and couldn't, do a thing : but
I find today some of the same witnesses there 20 years ago when I
was presiding over it and thev haven't learned one thing. Their testi-
mony is they have got a rubber stamp dated today instead of 1952.

Thank you, sir.
The CHiAIRMAN. Thank you very much, Senator Wise.
(Mr. Wise's prepared statement follows.)

SUMMARY OF STATEMENT BY HENRY A. WISE, 311 S. JEFFERSON ST., LEXINGTON,
VIRGINIA, FORMERLY A NEW YORK STATE SENATOR (1949-64)

To THE COMMITTEE ON FINANCE, 17NITED STATES SENATE:
I. The root cause of the chaos in pmblic assistance is administrative policy

built up over the years. Welfare "abuses" are results of such policy, rather than
the underlying cause of "the mess". LIEW has the power to reform itself by ad-
ministrative action. lut liol)e for that was gone years ago.

II. The Family Assistance IPlan of HR 1 i no reform. It stems from 'and rein-
forces the same old thinking. It would exacerbate the prol)len because it rewards
the System for its shortcomings by entrusting it with many more "clients" and
much more money. FAP holds the potential for further waste of human resource.
and )ublic funds.

III. If political realities changed so that the Curtis bill (S 2037) could be en-
acted, that holds the answer. That ill recognizes that poverty is individual
wretchedness, a people problem, which cannot best I)e treated by a factory-like
assembly line al)proach.

IV. Substantial reform should not wait. Some legislative proposals are out-
lined in the attached Appendix.

STATEMENT

To THE COMMITTEE ON FINANCE OF TIlE 'NITEID STATES SENATE:
GENTLEMEN : Tiant you for iemitting me to be here. That is a rare privilege

for one who is reslonsile only to himself. My remarks, if hlunt, are resl)onsible,
I )elieve.

i. THE ROOT OF THE PROBLEM

Your Chairman in a press release on Dec. 29 said, and I quote: -It is elementary
common sense that society should pay for those things it values rather thnan those
things it looks down upon." End of quote. Amen. That i)npoints the basic fault
with the federal system of public assistance administration, because your
creature. HEW, has demonstrated time and again that it does not use common
sense or hold in high esteem things valued by society and by the majority of you
gentlemen and your colleagues. With its fetish for uniformity and rigid objec-
tivity iml)lemented by dogmna, doctrine,. theories, policies, rules, regulations and
other directives down to the minute, it has managed ju(lieiouly to ignore ..
1)asic fact that, although all men are equal in the eyes of the law, no luan is tle
same. Each is different with different charateristics, motivations, talents and
sense of responsibility. Abuses in AFI)C, of which you are aware, are results,
rather than the cause.

HEW has the power, which you Fo generously gave It, to do almost every-
thing necessary, short of appropriating funds, to make public assistance a prac-
tical and workable operation. Sen. Tahadge's bill, now law, would not have been
necessary had HEW deemed work or..work training an important value, nor
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would much of the legislation now being formulated by Sen. Long. It is possible.
yes practicable, to be subjective, yet fair. The judgment of administrators an(1
workers on the ground level should be encouraged and given credence In dealing
with the l)roblems of individuals. Those with personal knowledge of the "case-
should have a big say in deciding who is a deadbeat and who deserves incentive
aid. And a terrible consequence of this uniformity and inflexible obj(ctivity Is the
slavery of this welfare prison--a slavery l)erhaps more harniful to its captives of
whatever race than the chattel slavery of old.'

II. HRa 1 IS NO REFORM

Your Chairman said that, too. With its guaranteed annual income and nation-
wide minimum public assistance grant, PAP is simply a great big dose of the same
bad old medicine. FAP would reinforce the same thinking that created this (haos.
which Secretary Richardson frankly has admitted it is. An apt title for that bill
would be: "An Act to Transform the United States of America into the Uniform
States of America". Do not reward HEW for its failure by giving it a b-igger host
of "clients" and more money to waste.

II. BELIEVERS IN THE OMNIFICENCE OF FEDERAL FUNCTIONARIES, DON'T LAUGH! THE
CURTIS BILL IS THE ANSWER

When some of us representing constituencies immune from "bleeding heart"
influence used to point out on the floor at Albany what we were heldig for. and
now have arrived at, what happened? Nothing, except the shrill epithets of the
instant Liberals and their allies in the Eastern metropolitan inedia. We were
frustrated because HEW was totally in the driver's seat, and it did not agree
with liberalizing welfare administration. Now comes the Curtis bill (S 2037)
which squarely meets the problen-too squarely doui~btless to be adopted now.
That bill would give back to the States their traditional responsibility, and take
HEW out of the public assistance business except to watchdog the use of
federal funds for public assistance as Congress defines it . . . It would be far
easier for Congress to give the States a chance, and, if they fail, to take the mess
back than to try to bring down to earth its hugest agency. That bureaucracy
would mushroom further tinder the encouragement of HR 1.

I recognize that the States are not ready for this headache even with more
federal money than they get now. Also, I realize that those who flourish on
the Big Business of Poverty will not abdicate easily to fifty "provinces". What
howls there would be that this would open the door to race prejudice and be a
step back into the age of the Elizabethan Poor Laws. Nonsense. This is the
1970's, not the 1870's, or even the 1940's. Partisans of the-status quo- try to
protect their position by cloaking their empire in a mystique of federal omni-
ficence and the politics of race. Bias is not today S.O.1P. in any public operation.
There are many safeguards. Not a few thoughtful black people are saying, in
effect, that life is better in erst-while bastions of bigotry than in classic citadels of
today's intolerant New Liberalism. No, the Curtis bill does not-repeat. not-
repeal the XIV Amendment.

IV. ACTION, SHOULD NOT WAIT

HRI, or rather FAP, may be breathing weakly, hopefully to die. Meantime
the public, Including its poor, should not have to wait for some true reform.
Several measures are suggested in the Appendix hereto. None are original. Some
Senators already have, or are about to, offer legislation along these lines. The
first thing should be. it seems to me, after thorough analysis of HEW policy
built up over a generation, to define by amendments to the Social Security Act
just what that quasi-legislative body, HEW, can and cannot do. And the first

I NOTE. This slavery statement is direct from a black woman who, as a girl, moved
from N.C. with her father and mother to Harlem and went on welfare. As an adolescent,
she did "menial" Jobs and earned enough to take the family off welfare and to go to night
school and earn a law degree. She is a highly successful lawyer in Harlem and does
many practical things which help the poor become self-supporting.

Other conclusions in this statement are based on confidential talks with persons on, or
formerly on, welfare, both black and white In their homes In ghettoes and 'rural slums",
and also with social workers, Investigators and lower-echelon administrators plus hun-
dreds of pages of testimony at public bearings presided over by me. Conditions today are
even more deplorable than twelve years ago. .A.W.
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thing it should do is to throw out the "Uniform Statewide Standards of
Assistance". The %worship of uniformity and objectivity as The way to eliminate
discrimination has been carried to absurd extremes. For example, take the big
State of New York, a big agricultural state, too. The basic public assistance
grant Is the same to a resident of the City of New York as to a resident of
I lanilton ('ounty. That county is as big as the State of Delaware but has a

lmopulation of under five thousand. Costs and habits of living thus are ignored
(as in FAP). Proven methods of reward and penalty remain unused. Despite
uniform standards, people still are not uniform.

V. CONCLUSION

Americans, out of tacit shame, at need in the midst of plenty, have tolerated
nonsense from the experts and the resulting abuses for too long. They hoped that,
by giving generously, on the whole, of their earnings and savings through taxa-
tion, they could turn their backs on this unpleasant facet of American life.
We cannot. We still must lie generous, but at the same time, practical. And we
should no longer be cowed by the exploiters of the Big Business of Poverty.

You gentlemen, too, would like to get this monkey off your backs. Tile majority
of you, I hope regardless of the pressures, will not buy FAP with its guaranteed
income and all, as the way to do that. But, at the very least, please curb the
too broad discretion you have given this agency of your making. Its )erformance
has earned It no vwte of public confidence. Its powers should be redefined; its
authority curtailed.,

Thank you.
APPENDIX

SUGGESTED) MEASURES FOR VEILFARE REFORM

First. it would be a giant leap forward to drop provisions in the Social Security
Act that-give IIEW almost unlimited power to implement and interpret the
law as those who inhabit that labyrinth would have it. Guided by analysis
of tlle evolution of tile system over more than thirty-five years, Congress should
slpcify In the statute just what IIEW can and cannot do-do tot let it continue
in effect as a legislative as well as an administrative body. A lot of people
want to exercise your powers, gentlemen. Without a very tight rein, HEW
will find a way, its weird way, as it so often has. Following are some things
that ought to be specified.

Second, forbid imposition of "Uniform Statewide Standards of Assistance".
Concern for avoiding invidious discrimination should not be carried to the point
of ignoring clear and material differences, which should be recognized by rele-
vant and fair classification. Itow ridiculous it is to force a State to pay out
welfare grants based on a standard identical for every region! New York is
a big and diverse State in territory as well as pl)oulation, with vast rural areas,
too. Costs and habits of life between its various communities xary greatly.
Conditions in the City of New York are as far apart from those in many upstate
communities as they are from those in communities of other states. People, by
nature not uniform, should not be treated as if they were. Let's substitute
fairness for uniformity and common sense for rigid objectivity.

Third, granted that many persons on AFDC are unemployable because of
young children or for other reasons, still certain social scientists for years have
discouraged "unsuitable" work, menialia" labor, the kind of a job that has
to he done and that most of you, and the President, too, have (lone at one time
or another. The bill sponsored by Senator Talmadge, now law, tries to do
what HEW always could have done, had it wanted to. Let us hope that this
law will not fail because of stiff-necked administrators or lack of any needed
further Implementation.

In respect to work and work training requirements, it should be born in mind
that, often with the tolerance and even co-operation of government employees,
who are supposed to be there to protect the public and hell) the poor people,
some welfare cases are really clever at beating the system. Certain so-called
hard core cases are so disenchanted with the "work ethic" that subsistence
meager enough to make it more uncomfortable to continue In indolence than
to take a job or training is the only spur. Minimal aid for such persons is
the best incentive, Just as special hell), a typewriter, for instance, sometimes
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will bring out motivation and talent in others. Which individual sh6uld get
the least and which more than average in the form of incentive aid is a mat-
ter that should be decided on recommendation of those who know the "client",
who possess knowledge of human nature, and judgment. It will not be easy.
even if authorized, to get the run-of-the-mill social Investigator to exercise
this judgment. Many social workers have the jot) merely because they havo
a college degree, usually wholly irrelevant to the work. They have been brain-
washed too long in bureaucratic routine and laper work, suddenly to assume
greater responsibility.

Last year New York enacted a law to require all eml)loyable welfare recipi-
ents to pick -up their checks at a state employment office and to register for
work or training. In the first months of its operation the rolls dro)ped some
20%. Why. is not altogether clear. Undoubtedly, some were erroneously tabbed
as physical fit. Some had been getting checks by mail under phoney names or
names of others. Some probably were willing to try anything rather than work.
Some even took jobs. The law. however, was sloppily drawn. HEW was opposed
until it had its collective mind changed. Aggrieved persons- challenged in court.
Does Welfare confer on its subjects a constitutional right to have checks come
in the mail while some working fo'ks have to drop by the paymaster's office?
Let us pray that the courts will not rule that the old fashioned tenet that one
must work to eat is "involuntary servitude" or "cruel and unusual punishment".
Hopefully, the propensity of certain courts to usurp legislative power is going
out of style.

Fourth. families should be encouraged to stay together. AFDC grants to
mothers for children should not be cut off automatically because the father
is in the home. Strengthen methods, as Senator Long prolp)ses, of identifying
and chasing down absconding fathers. Encourage the rewarding of families who
supplement public assistance grants by letting them keep more of their total
income (welfare plus earnings) than if solely supported by Welfare. Put a
stop to the notion that a person has a right to public assistance but the authori-
ties have no right to investigate him in his home. The taxpayer who is pay-
ing for all this is always subject to scrutiny by some government agent.

Fifth, make it (lear that State agencies in their sole discretion may, on a
case by case basis, grant assistance in kind (e.g. grocery orders), or by cash
paid to a third party on behalf of the case, as well as by direct cash payment.
All the talk about rehabilitation to the contrary, public assistance generally
is cash on the barrel head. Money is do!ed out year after year to persons clearly
unable or unwilling to use it properly for their children or 'for themselves on
the excuse that any other way would be demeaningng" or "harmful to the
client's dignity and independence". A more cogent reason is avoidance of red
tape and the burden of complying with rules requiring detailed substantiation
of such a "shockingly unobjective" appraisal, no matter how clear it might be
that Mrs. Jane Doe doesn't know how to, or will not, spend the money asJn-
tended. Check writing is easier for the system. It is natural for the system to,
put itself first. It cannot be concerned about morals it says. but how about the
morality of doling out public funds knowing that they will be spent for un-
authorized purposes? In too many cases, as we all know, money for the essen-
tials goes for other things. Wage earners and taxpayers don't like to have their
money spent for joys, which. however, delightful, are not their duty to finance.

Sixth, several weeks ago an ill-conceived child care bill fortunately, I believe,
was vetoed. A less harmful l)lan is contained in HR 1. This goody in theory,
however, could not only become another grand boondoggle but also very dan-
gerous unless standards for the centers are specified by statute, not adminis-
trators. Do you think it a good thing to entrust the rearing of, perhaps, millions
of very young children, to th6 supervision of certain types of child experts with
their screwball theories? There is a shortage for baby sitters. (I am told some
places standards for baby tenders for an AFDC family are such that few self-
supporting mothers could find one if they had to comply.) There is a shortage of
physical facilities. Such a program cou'd run into astronomical figures. One esti-
mate for the City of New York puts the cost of a place with capacity for 90 chil-
dren at $400,000 and the annual cost per child at $2500.

Seventh, establish by an amendment to the SSA that the courts would not
overturn (if that is possible) the right of States to limit use of their tax money to
support bona fide residents. Some people equate state welfare residency laws with
alien immigration laws. The first says "if you come to our State, you cannot rely
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on it for help". Tile second says "you cannot enter the U.S. Period." Why is the
Constitution distorted to mean that a State has to spend its.cown funds for those
who arrive with no means of support and little prospect of remedying that sad
condition? Priority for its own citizens is a natural and proper State po'lcy. If
Congress. aware of mobility of people in this age, wants to dip into the public
treasury to hell) itinerant indigents, that is its prerogative. However, it should
pay the whole shot and not force a State to hep pay for a policy with wlich it has
every right to disagree.

Eighth, this is too much to hope for, because only an ex-politician can afford to
suggest that Civil Service is not sacred. Yet, welfare reform will not have maxi-
mum effect ffntil-rules of job tenure applicable to HEW become more realistic.
Until there is more power to fire as we'l as to hire, that departmentt will continue
to be a haven for dreamers and loose spending.

Ninth, the administrative review l)rocedure granted the States under Sec.
1116. SSA. sees an empty gesture. The Secretary of HEW, or rather that
monolith over which lie reigns but which no man can rule. is prosecutor, jury.
and judge. It is a rare administrator who will overrule himself. A court has
no power to substitute its judgment for that of an administrator who supports
his determination with "substantial" evidence. an easy thing to do. (But isn't
it odd thatsome courts seen to have a penchant for substituting their ideas for
those firmly established by the experiences of almost 200 years of American inde-
pendence?) Certainly it would lie impractical to adopt the "preponderance of
evidence" rule which )ertains in civil suits. That could paralyze the bureaucracy
(is that bad?). Even though it would be a drastic departure in relations with
agencies it has created were Congress to grant the States meaningful recourse
by effective administrative review. cou'd this not be initiated before a disin-
terested body or officer? Isn't it time to get drastic with a Department which pro-
fesses devotion to "due process" for almost everybody except its vassals, the
States?

Tie ClIrAwM.\-. The next witness will be Dr. Doris 1-ansen, execu-
tive director, American Home Economics Association. We are pleased
to have you, Dr. Hansen.

STATEMENT OF THOMAS M. BROOKS, DEAN, SCHOOL OF HOME ECO-
NOMICS, SOUTHERN ILLINOIS UNIVERSITY, CARBONDALE, ILL.,
MEMBER,- AMERfCAN HOME ECONOMICS ASSOCIATION, ACCOM-
PANIED BY DORIS HANSEN, EXECUTIVE DIRECTOR, AMERICAN
HOME ECONOMICS ASSOCIATION

Miss HANSEN. Pleased to be here. I am Dr. Hansen, executive di-
rector 'and our witness today is going to be Dr. Tom Brooks who is
dean of home economics at Southern Illinois University at Carbon-
dale, who will present our testimony.

The CiAIR.-M*. We will be glad to hear you.
Mr. BRooKs. Mr. J[ong and members of the Senate Finance Com-

mittee, it is as a lmeinberof the American Home Economics Associa-
tion that I have been asked and I am pleased tb present the associa-
tion's statement concerning family assistance plans.

Since its founding in 1909, the American Home Economics Asso-
ciation, a national educational and scientific organization with a
membership of about 50,000 men and wonen in home economics, has
consistently been guided by its lurl)ose: to improve the quality and
standards of individual family life 'through education, researcAi. co-
operative programs, and education to the public.

The impact of the current welfare system and of any changes in-this
system on American- families, whether recipients or taxpayers, is a
natural concern of professional home economists. Therefore, a National
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Conference on Family Income Maintenance Plans sponsored by the
Family Economics-Home Management Section of the American Home
Economics Association was held in June 1971, in Denver, Colo., to
examine and discuss the social, economic, political, and historical im-
plications of the varied approaches to income maintenance for families.

As a result of this conference, the following statement Was developed
with regard to family assistance plans:

This afternoon I would not reach the statement. I think each of
you hias been provided with a copy of it.

I would like to mention that this publication came out of the con-
ference and included in this statement was a proposed position paper
with regard to the family income maintenance plans.

The statement which you have received about the family income
maintenance plans was submitted to tlhe Executive Committee of the
American Home Economics Association and adopted by them as their
position on these programs.

The committee that developed this position paper, and I think we
can say that also the American Home Economics Association, is
favorable toward a guaranteed income plan. We feel that it is the
right step to make in terms of handling the financial plight of many
families in this country.The committee that developed this plan-I was not a member of
that committee and I wish to actually set forth my qualifications here
in presenting this testimony-the person who was to have presented
the testimony became ill and is not here so I cannot give you the back-
ground, the actual background thinking as they developed this, but I
would be glad to try to answer any questions you may have.

A couple of points that it was specifically requested that I bring out:
One is that we recognize that productive effort of individuals can

take many forms, some of wNhich are not reflected in present national
income accounting. Much of the concern about families on welfare is
that, they are drawing something for nothing. I think that is a mis-
taken attitude, a mistaken impression.

It is well known that the majority of the persons are mothers and
their children. I think if we say that these people are not producing
anything we overlook the entire role of the family in American life,
and they are productive; they are managing the household; taey are
caring for the children; they are providing an extremely important
ingredient toward stability,'toward the soundness that this country
needs so much today.

There is certainly the very strong trend toward erosion, instability
of family units and it seems to me that we need to really seriously
consider this and try to reverse that trend.

Undoubtedly there is mucl more that needs to be done besides the
financial aspects in overcoming this, but that is certainly one of thi
important aspects.

In this statement there is-the committee set forth a set of principles
that I believe they felt that they would like for the committee to accept
in preference to the section of H.R. 1 that is covered by these principles
as being the definition of a benefit unit, the question of eligibility and
the benefit levels to be paid unaler the program.

They would ask you to accept these principles as they are set forth
rather than those that are expressed in H.R. 1.
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There is also pointed out that it seems somewhat inconsistent in our
American society that we have many groups that are heavily sub-
sidized by our Government-we have farmers in corporation farms
who receive heavy subsidies for keeping land out of production; we
have many businesses receiving subsidies through the Small Business
Administi'ation and other programs such as that. We ,have, of course,
subsidies being provided through our Defense Establishment for
manufacture of defense materials, many of which become obsolete be-
fore tiey are ever used.

These can b6 looked at, it seems to us, as make-work programs as well
as many other tyl)es of welfare )rograms that have been labeled the
same thing.

It seems to be. inconsistent to us that our Government is so willing to
subsidize these areas in such large amounts of money but when it
comes to that individual family unit that is facing dire circumstances,
extreme hardship, that they are willing to downgrade that and deni-
grate the. unit that is struggling along here in our society. This seems
to be a somewhat inconsistent attitude when it comes to, say, business
versus the family and the consumer.

I believe I will stop there.
If Dr. Hansen would like to add anything, or if you gentlemen-

would like to ask any questions, I would be happy to try to answer
them.

The CHAIR-IAN. Thank you very much.
Are there any questions, gentlemen?
Thank you very much for your presentation here today.
Mr. BRooKs. Yes, Sir.
(Dr. Brooks' prepared statement follows:)

STATEMENT PRESENTED FOR TIE AMERICAN HOME EcoNOMIcs ASSOCIATION BY
DR. TiTOMAS BROOKS

I am Dr. Thomas M. Brooks, Dean, School of Home Economics, Southern
Illinois University, Carbondale, 111. 62901. It is as a member of the American
Home Economics Association that I have been asked and am pleased to present
the Association's statement concerning family assistance plans.

Since its founding in 1909, the American Home Economics Association-a
national educational and scientific organization with a inembership of. about
50,000 men and women in home economics-has consistently been guided by its
purpose: to improve the quality and standards of individual and family life
through education, research, cooperative programs and education to the public.

The impact of the current welfare system and of any changes in this system
on American families, whether recipients or taxpayers, is a natural concern of
professional home economists. Therefore, a National Conference on Family In-
colie Maintenance Plans sponsored by the Family Economics-Hone Managemnent
Section of the American Home Economics Association was held in June, 1971, in
i)enver. Colorado to examine and discuss the social, economic, political and his-
torical implications of the varied approaches to income maintenance for families.
As a result of this conference the following statement was developed with regards
to family assistance plans.

The human resource is a valuable asset in our society. Each individual should
have the opportunity to develop and exercise his potential. The function of a
democratic ,ociety is to provide such opportunity to each of its citizens. To this
end, the following general principles aro set forth:

Each Individual has a right to a minimum inconmi; if the individual is other-
wise unable to obtain it, society should ,supply such income, subject to certain
conditions.

A mininmum income should he available to those who are engaged in productive
activity and to those who are dependent or disabled.
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We recognize that productive effort of Individuals can take many forms, some
of which are not reflected in present national income accounting.

The level of such income should be adjusted to reflect both changes in the cost
of living and trends in income levels.

A benefit unit need not conform to traditional nuclear family structure.
Benefit amounts should vary with age, with disability and with family size.
Money income from whatever source and all other financial resources should

be use d in determining benefit levels for recipients under a minimum income
program.

Benefit schedules should be such that the income level at which recipients
become ineligible for income supplements is at or lightly below that level at
which positive income taxes rates apply.

Standards of eligibility for such income and minimum amounts of benefits
should be uniform among all the states.

The existence of a minimum income program of itself is insufficient to insure
the well-being of individuals and should be supplemented by the availability of
appropriate social services, including child care facilities, vocational and family
counseling and basic education.

The design of the minimum income program should promote administrative
efficiency.

Specific provisions of a minimum income program designed in keeping with
the principles outlined above and adequate to meet the minimum basic needs of
individuals under current conditions should include:

BENEFIT UNIT

A benefit unit shall consist of an individual or any group of individuals who
register as an Income-sharing group. The incomes of each member of the group
shall be aggregated in determining the amount of benefits for which the unit is
eligible.

ELIGIBILITY

Individuals shall fit into one of the following categories in order to qualify for
benefit consideration:

1. Dependency or disability-
(a) under 18 or under 22 and attending school full time
(b) over 65 or
(M) disabled.

2. Engaged in productive activity-
(a) employed (fulltime in either the private labor force or in a public

work program) -
(b) participating In a training or educational program
(o) providing homemaker services in relation to a dependent or disabled

person in the household. Only one adult in the household is eligible for this
category.

To receive benefits, the income and wealth of the benefit unit shell not exceed
defined limits. A residence, personal property and other financial assets below
a defined level should be exempt from consideration in determining eligibility.

BENEFIT LEVELS

1. The adult benefit shall be the base unit from which other benefit values
are derived subject to the income and financial resource limitations specified-
(a) Each adult in a household who is 18 years of age or older shall be eligible

for one basic benefit unit per year;
(b) Each child between the ages of 12 and 17 inclusive shall be eligible for

benefits equal to 80 per cent of the basic adult unit;
(c) Each child less than 12 years of age shall be eligible for benefits equal to

60 percent of the basic adult unit;
(d)- Each disabled adult shall be eligible for a benedft equal to 150 per cent

of the basic adult unit.
2. Money income from all sources shall be taken into account in determining

benefits. No benefit shall be paid when a benefit unit's total Income would exceed
an amount on which federal income tax would be due.

(a) Benefits for a unit shall be reduced by one dollar for each dollar from
sources other than earned income;
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(b) A benefit unit with one adult and in which that adult Is employed shall
have its benefit reduced by fifty cents for each dollar of the adult's earned
i ucollle.

(c) For a benefit unit in which there are two or more adults, the benefit for
that unit shall be reduced by one dollar for eaclh dollar of earned income up to
and including $3120, and reduced by fifty cents for each dollar of earned income
greater thaii $3120.

AI)M INISTRATION

The administrative responsibility for implementing a minimum income program
shall be as follows:

1. The payment of benefits shall be under the jurisdiction of the Social Security
Administratio1.

2. Educational and other .social service programs shall be under the jurisdic-
tion of tie l)epartnment of health, Education and Welfare.

:1. Employment, whether in l)rivate or in public work l)rograms, shall be under
(he jurisdiction of the department of Lalbor. k

The Family Economics-Home MIanagemnt Seetiin of the American Home
Economies Association believes that the above guidelines for a minimum income
plan are more adequate anid equitable than the existing system.

The CHAIRMAN. Let's see, is Mr. Allen B. Cohen present here?
Mr. Edward Lil)pert was scheduled Mi appear-for the Americans

for Democratic Action. Is M . ippert )resent? He was not in the
room when they called his name before.

Then the committee will now stand in recess until 10:00 o'clock
tomorrow morning.

(Whereupon, at 4:45 p.m., the hearing was adjourned, to reconvene
at 10:00 o'clock a.m., Friday, January 28, 1972.)


