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SOCIAL SECURITY AMENDMENTS OF 1971

TUMRDAY, JULY 27, 1971

'U.S. SENATE,
CommirEE~ oN FINANCE,

Washington, D.C.
The conmttee met, pursuant to call, at 10 :30 a.m., *n room, 2221,

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

Present: Senators Long (presiding), Anderson, Talnadge, Ribiwa,
Harris, Byrd, Jr., of Virgi nia; Nelson, Bennett, Curtis, Miller, J'or-
clan of Idaho, and G~riffin. *

The CHIAIRMAN. This hearing will come to order.

OPENING STATEMENT OF Tr.E CHAIRMAN

Today the Committee on Finance commences hearings on H.R. 1,
the Social Security Amendments of 1971. The bill contains important
pro-visions relating to the social security cash benefit prog ram, and the
medicare program. Many of these provisions were incl uded in last
year's Semite-passed social security bill.

Approximately two-thirds of thie language in this 457-page bill Conl-
tains proposals that the Senate passed unanimously last year but
which failed to become law because senior members of the House Ways
and Menns Committee declined to meet with us in a Senate-House
conference.

Therefore, in terms of language, -the Committee on Finance recog-
nizes the great majority of proposals in this mammoth bill as old
f riends we have previously approved and unanimously recommended.

Frankly, I would not expect that the committee would want to spend
much time with these provisions. It is unfortunate that badly needed
increases ini the social security cash program and reforms in the medi-
care and medicaid programs, on which there is virtual unanimous
agreement in both the Iyouse and the Senate, must await the outcome
of a thorough evaluation of the welfare features of H.R. 1. Yet, that
seems to be what the House of Representatives intends.

The House has modified a number of controversial provisions in the
welfare portion of the bill in an effort to overcome shortcomings
pointed out by this committee. We appreciate the desire of the House
to place a greater emphasis on the work ethic, but we still look upon
IT.Px. I as a measure which leaves much to be desired if it is to serve,
rather than to disserve, the public interest.

The most controversial part of H.R. 1, of course, is the administra-
tion's welfare proposals as modified by the House of Representatives.

(1)



These proposals represent the mo1st extensive, expensive, and expansive
welfare legislation ever handled by the Committee onl Finance. Under
these recomnmrendations, 26 million persons would be eligible for fed-
erally aided welfare-double the number on the rolls today. The ad-
ditional. cost estimated by the administration starts at $05 billion-plus
in the first year.

This 1bill has inspired some of the most overblown rhetoric in my
experience as at U.S. Senator. It has been hailed its a "work incentive")
bill. Our preliminary analysis, however, shows that, like its predleces-
sors the bill (does not provide economic incentives to work. Quite the
contrary,5 in manly cases which we shall. be exploring in depth duringthe cour-se of these hearings, a family's total income wvould-be reduced
as the family's earnings rose. The bill is full of this type of work
disincentive.

It is my experience that whenever any administration wants to ex-
Ipandl wel fare, it wraips its expansionist proposals with promises of
eventual reductions in welfare costs and caseloads due to work and
training plroqiams.

When this-bill was debated on the House floor, statements were madec
that the bill would make welf are "less costly in the long run," that "in
future years we can be assured that it will result in reductions in spend-
ing and reductions in the rolls."

Either with or without the help of the Department of Health, Edit-
cation, and Welfare we shall ex pore the myth that HT.R. 1 will reduce
the welfare rolls.

We can all agree that the bill would start by doubling the number
of persons on welfare. Our work will he to assess the real impact of
this bill which seems to be one of building a permanent welfare sub-
culture, eventually numbering as muceh as twice, or even four times,
as many welfare clients as the 26 million with which this bill would
present us.

We have all been treated to examples of problems with the present
welfare system. Parenthetically, may I say most of those problems
have been created by the Supreme Court of the United States and Con-
gress is in no respect responsible for them. Yet, ais bad as the system is9,
the mind of man is still capable of making it worse. Tn my view. the
administration welfare proposal is anl example of one approach to
making it a lot worse.

It is possible for us to come ilp with legislation that makes good
sense and good public policy. Last year, the Secretary of Health, Edu-
cation. and Welfare said that it was difficult to provide a work incen-
tive for families on welfare because benefts for doing nothing were
already so high. Those of us on the committee have had months to
analyze the problem and the possible answers. This year, we will be in
position to suigest better solutions.

The majority of the committee is ready to vote for a work-fare
program rather than a, welfare expansion'program, a program that
provides a guaranteed work opportunity rather than the guaranteed
income that the administration hill would provide for doing nothing
at all. The committee is willing to support legislation to help the
working poor-provided that they are working, as well as poor.



We are notwilling1t 1)o i a n gaanteed income to ain able-bodied
individual who is unwilling to 10 Tanythin'g useful for that income.

We are willing to p~rovidle tle most adequate support we can
afford for those whom we do not expect to work, such as the aged.,
the blind,'and the disabled]. In fact, as the Finance Committee bill
of last year demonstratess' we sup port at Federal takeover of a sub-
stantial portion. of the burden of welfare programs for the aged,
blind, adisabled f rom the St ates.

LSt year, we were willing to help a mother who helps uis in identi-
fyngte0ahe1. e il legitimate ehiil, b)ut we were against

paying anything to thaft mother if she refused to identify the father
so he could be m-ade to contribute to the support of his ownchlrn

I for one want to supportj- legrislattion, to help the hardwNorkIing
father who owns uip to his family's responsibilities, buit T will not
support legislation. to make it profitable for the father to (lenIy thea
paternity of his own children and refuse to marry the miother--as
the nlmin istration welfare l)Ioposai would do.

I have introduced at hill to make child care muchl more broadly
available for working mothers. This is at key element in any true
welfare reform proposal, and I imust, say that the showing 'of the
Department of Health, Education, and Welfare in the past- few
years makes me seriously doubt that, they ha the desire to help)
mothers become emlploye' l lby making chil(l care available.

T will support it tremendous increase. in Fedleral funds for public
service jobs and job subsidies for low-payinge jobs, but T am very
reluctant to support an increase in training funds if thiey are going
to be wasted in a manner whichi has become almost. routine-that, is4,
spending money for training which is not work-related..

Let me raise another point thatnt I consider of major significance.
Last year, a niunber of witnesses urged that no welfare recipient
shouldl be required to work unless hie could be put in at meaningful
job. Frankly, as far as this Senator is concerned, any honest job
that a mian performs to support his family confers dignity upon
that man. Welfare, no matter hiowA adequate, robs.1him of his dlignity.

Senator Ribicoff also wants to make. an opening statement.

OPENINO STmr1,,rNTv or, Si,,xkirrou RTIITCOT'p

Senator RITITCOF'F. Mr. Chairman, I will read excerpts from at
lengthyr statement and T would ask your unnimous consent that the
entire statement go in the record.'

Mr. Chairman, we.hve before us a piee of legislation whlichl has
the potential to provide some measure. of. rel ief for the. one out, of eey
eight Americans who live in. poverty amlid plenty. Wel-fa le reform
cannot solve. this Nation's poverty pr~oblem. Poverty is (deeply m'otecl
in. the structure of Ainerican society and is too comIplex to be cured bY
publ)1ic assistance reform alone.

But, we] fare reform can alleviate some of the physical and1( jsychio-
logical effects of poverty by providing money andl the freedom of

I See P. 5.



choice of recipients by imposing child-like constraints on them and
encouraging th eir dependence on programs rather than self-support.

Our resources are limited. It is not rational. to allocate them for the
long run elimination of poverty while ignoring the immediate daily
needs of millions of impoverished Americans. Well-intentioned serv-
ice programs succeed or fail in the long run. But people do not. They
either eat or starve in the short run.

Welfare reform is "people relief," then, while the elimination of
poverty necessitates long-term structural changes in society. I suggest,
therefore, that the top priority for allocation of poverty funds go to
direct cash assistance. Only after we have establish 4d an adequat in-
come maintenance system should we begin to channel more funds into
the myriad in-kind poverty programs whose achievements to date are
questionable. These programs must prove their worth before we put
more f unds into them.

Between 1965 and 1972 the Office of Economic Opportunity esti-
mates that its poverty pr-ograms alone will have cost over $17 billion.
The cost of the entire Federal. expenditure in fiscal 1972 for our 168
poverty programs will be $31.1 bif1lion, including income maintenance
and categorical programs.

But we know nothLing albout whast happened as a result of that ex-
penditure. Did one poor person break out of the vicious cycle of
poverty? No one knows-and it is now time to find out.

In fiscal 1970, for example, OEO spent over $50 million on 128 con-
sultation, evaluation, technical assistance, and support contracts. Sincee
OEO was established 6 years ago, somec $000 million hias been coi-
mitted to such contracts, including 44: devaluations of Project fiead-
start.

Some people are moving upward in the economy as a, result of this
war on poverty. But for the most p art it is not the poor. It is the scores
of former antipoverty oflicials and the multiplicity of private manage-
ient and consulting firms. It is the 2 million people estimated by

former OEO Director Donald Rumisfeld that aire employed by Fed-
eral, State, and local gvernments to administer the programs in-
tended to aid the 25 mfl lion pool-.

The plans of the 1960's called for providing a vast array of service-
oriented programs to aid the poor. In concept they may have been
valid, but we have never made a financial commitment to carry them
out. Nor have we charted their achievements. Instead, we say thiat
the programs will succeed if only we give thiem enough money. P~er-
haps. But the poor live on a day-to-clay b~asis. They cannot wait much
longer for us to pay off the promissory notes of~ a decade of social
rhetoric and public inaction which are corning due.

While we aire experimenting with social programs, people are starv-
ing in our own backyard. They simply have no money. ORD estimates
that there are about 1.5 million Xnericanis with no income, not a
penny. The experts who estimate those things believe that in the
cranniies and alleys of the slums and behind the bushes of rural
America another 6 or 7 million Americans exist on less than $300 a
year.

These people need many things, but most of all they need money.
Yet we have given them everything except money-manpower serv-



ices, social services, legal services, nutrition services, health services,
educational deprivation services, family planning services, child care
services housing services. We have presumed to make the decisions
as to wkat those 25 million impoverished Americans need. We have
deluded ourselves into believing that we are giving the poor control
of their destinies by allowing them --maximum feasible participation"
in these many service programs. What we have really done is impose
on thle poor our ideas of what is good for them, and then we have
allowed them to -p-iticipate within those boundaries. In essence we
have acted as an elite, anti-egalitarian decisionmaking body. 11ai
mum feasible participation" i"s really no more than maximum feasi-
ble manipulation.

Can we accept the alternative-free choice for the poor through
direct cash payments with no strings attached?

We are a Nation of limited resources and of limited ability to cor-
rect the injustices of society overnight. While we find out what it
takes to eliminate poverty-and it appeal's that nobody knows at this
point-it will serve the poor much better to provide them with money
and/or jobs and let them make the decisions. They can do no worse
than we, who have pr'omisedl Utopia but produced it society in which
25 million Americans remain ill-clothed, ill-housed, and ill-fed.

Thank you, Mr. Chairman.
(Tecomp~lete statement of Senator JRihicoff follows. H-earing con-

STATL.,GNT OF SENATOR Aur, Riucoi- (i)E,,,ocRAT-CONNIC'rrCUT),
TiiURSDAY, Juxjy 22, '10T1

Following Is the text of Senate remarks on welfare reform Senator Abe
R~bicoff (D-Conn.) will makce Thursday (July 22) morning at about 11 o'clock

Next week the Senate Finance Committee will begin considerat ion of HIR. 1,
designed to reform our welfare system. Senate consideration of this program
will provide us with a unique opportunity to attack a basic problem confront-
Ing this country: The 25 million Americans living in poverty.

In the last we have structured our welfare programs In response to a series
of myths and misconceptions and out of the misguided view that we knew
better than the poor what wits good for them.

Thus, In tin alttempTt to (Ilteh the cheaters-who make up less Vtan 1% of
those on welfare-and the "loafers" not working--less than 5%/-we have con-
structed an unwieldly system that Ignores the reail an~d legitimate needs of the
95% on welfare through no fault or failing of their own,

In addition, we have been unwilling to acknowledge or concede that the
overwvhelming majority of parents In the ghetto tire just as concerned about
thiIr children's welfare as any of uts. Therefore, monstrous iburea ucracieg decde1
what those on welfare should eut and wear and howv they should live. The rest
of us can all decide what to do with our money-and even squander a little
of It.

We can only expect responsible action from people If we give them responsi-
bility. Our present welfare system robs, recipients oif their last shreds of human
dignity, They are presunie to 1)e Irresponsible and Imprisoned In at web of
regulations that defy understanding. You only have to spend a few days with a
mother on welfare trudging from office to office for her piecemeal assistance
to realize that we have made being on welfare a full time job.

We have stu~led and restudied the problems of the poor. Research and pilot
programs for the "'socio-economnic substrata," the "ectonically disadvantaged,"
the "culturally deprived" and the "underprivileged" have provided adequate In-
comes for many-for new government bureacracies, for research contract In-
dustries and other participants In the poverty Industry. But the poor remain
poor.



While our welfare system and the, programs to eradicate poverty have con-
sumled Increasing. billions of dollars to aid the poor, one, out of every eight
Americans still lives on a sub-poverty income. The "War on Poverty" means
very little to these 25.5 million Americans wvho are unable to purchase the basic
goods and services necessary to live in America. They still must do without
adequate food, shelter and clothing in the richest nation in the history of the
world.

Our system of welfare has been one which is designed to save money rather
than people. It winds up saving neither.

We have developed virtually every type of program to eliminate poverty except
the most simple and direct one-the provision of an adequate income directly to
those poor wvho aire unable to work and the assurance of jobs to those able to work
at an adequate wage level.

11.11. 1, conceived by the President and modified by the House Ways and Means
Committee, represents a substantial reform of our nation's inadequate, iefflicent
and degradling welfare system.

This monumental piece of legislation, however, requires substantial improve-
ment to help assure every needy Americani an opportunity to participate to his
fullest capacity in the American economy, either by providing suitable employ-
ment at adequate wage levels or public assistance at adequate income levels.

Today I am introducing for Senate consideration a series of amendments dec-
signed to remedy these deficiencies. Mly amendments will cost more than the
Administration is planning to spend. But that does not mean that wve don't have
the money to spend if wve want to.

One place to start to find the money we need is with the multitude of programs
supp)osedly designed to end poverty in this country. For example, social service
programs have helped few people get off welfare, yet the number of social workers
rose f roin 41,000 In 1960 to 144,000 In 1968.

According to the Office of Economic Opportunity, there are at least 168 programs
in the Federal government designed to eliminate poverty, at a conservatively
estimated cost of at least $23 billion iii 1970. Despite that expenditure, 25.5 million
Americans still live in poverty, actually, a slight Increase over last year.

In fiscal 1972, the projected $31.1 billion for poverty programs would provide
$4800 for every poor family of four, almost $1000 above the poverty line, if
directly distributed to these families. In fact, a direct distribution of only $11.4
billion more than wve now spend on welfare would have brought every poor Amier-
ican up to the official poverty income threshold In 1.970. A more rational alloca-
tion of our resources would easily allow us to provide this additional money.

There's been much talk about reordering our priorities between defense and
domestic expenditures. I support such efforts, but It Is also time to reorder our
domestic priorities.

This is not to say that every one of our poverty programs should be ended
immediately. In reordering our poverty priorities, we will undoubtedly find that
some of the existing poverty programs work well and provide crucial services to
offset the debilitating effects of poverty which cash Income will not alleviate.

But many programs (10 not succeed and, in fact, Isolate I-he poor from the main-
stream of American society, demeaning them by presuming to make day-to-day
decisions affecting their lives, providing an array of programs whose value should
be questioned. The fact that suchi programs are on the books should no longer be
stiffirlent justification to keep them there, especially If the money could be better
used elsewhere.

What people without money need most In order to live normal lives is money.
For those who cain work, adequate wages Will fill the ne~ed. For those who are
unable to work. society m114 provide thenessrasitc.

I hope that my proposals will open the way for a new approach to combatting
poverty-the substitution Of money and free chioice for many of the categ-oricail
in-kind programs which nibble ait the symptoms of poverty but ignore the roots.

We must not look only to existing poverty programs for funds for welfare
reform. According to a Treasury Department study comimissioned by the .Toit
Economic Committee, about $40 billion In Federal revenue ire lost Pach year
through selected Federal tax provisions which give special consideration or
advantage to certain groups and types of activity.

Congress must reexamine the need for such subsidies If we can pour $30 billion
a year into existing poverty programs, $40 billion a year into subsidies for the,



rich and over $100 billion from 1065 to 1971 into the Vietnam wvar, we certainly
should be able to fund the proposals I am introdlucing today which would add
$3.6 billion to the 1Presidleit's proposal for the first year and ultimately cost $28.5
billion per year in 1976 when the welfare program would be fully federalized at
a poverty-level income.

We should remember as wve consider welfare reform with all Its intricacies-
its "earnings disregards", eligibility rules and residence requirements, the wvarn-
ing, given in a recent 'Washington Post editorial regarding welfare cutbacks. It
appllies to H.R. 1 as well:

"It is easy to forget that behind these words tire real peCole, mostly children.
These cuts mean that children already living on the edge of desperation will
have even less food on their p~late's, will go to schoo0l more often Nvitholut shoes,
willl have more intimate experience with rats, filth, leaky p~lumbhing and the feel-
ing of being outside American life looking in."

A short stunmary of my amnendlments follows as well as a more detailed
analysis.

sUMFMARY OF ainICOFF AMENIEMENTS TO 11.1t. 1

1. National Coal to Eliminate Poverty by 197b6
Thlis amendment provides as a national goal that, by 1976-Amierica's 200th

anniversary-all citizens be assurved of an income adleqtiate to sustain a decent
standard of life.
2. Increase in Basic Fedleral Payment Level f or Fiscal 1,973

TisF provision increases the payment for a family of four from $2400 to $2800.
The $2800 for fiscal 1973 represents, last year's proposed $1600 plos a cash-out of
the food stanip program at $1200. roughly equivalent to thle cost of thle admittedly
inadequate "low-cost temporary" diet level set by I-he Depuartmnent of Agricultur-e.

This amendment would cost the Federal Government an additional $3.6 billion
in the first year, for a total Federal assistanceecost of $9.5 b~illion.
3. Mfandator-y State Sutpplemtentation, and State Fiscal Relief

Under this amendment, mo beneficiary would reeivejess than lie is, now getting,
bit it also assures the states of fiscal relief by limiting their welfare costs for the
5 fiscal years beginning with fiscal 1973 to 90%, 75%/1, 50%/, 25%ll and 0%/ of calen-
dlar 1971 costs for public assistance pluis food stamps. (Bref~ldown of relief for
each state provided] in deta iledl discussioni of amendmentt)

During fiscal 1972, the year before the effective date of FAP, emergency fiscal
relief would he provided to the states In the form of full federal assumplltion of
state welfare costs once a state reached its calendar 1971 costs for public assist-
anice plus food stamps. This will cost $440 million for fiscal 1972.
4. Federal Assumption of W,1elfare Cost and Future Increases in Payment Levels

up to the Poverty Level
The Federal Government would assume welfare costs under this measure as the

state share of welfare payments declines. In fiscal 1973 the Federal Government
guarantees b~eneficiaries the higher of present state benefits or $2,800. In the fol-
lowing years the Federal Government assures the higher of present benefits or
75% of the poverty level, then 80%, then D0% and in fiscal 1977, 100% of the
poverty level. Full federal administration of the welfare system would begin in
fiscal 119 73.

Tile total Federal welfare cost would Increase from $0.5 billion In fiscal 1973
to $28.5 billion for fiscal 1977.
5. Adjutstmnent in Payment Level for Changyes in Cost of Living

A cost of living factor would be included for welfare similar to that provided
in H1.R. I for Social Security benefits. The poverty level would be adjusted an-
nually according to the Consumer Price Index and~ dietary cost changes. The Sec-
retary of Health, Education and Welfare would be directed to developp) a new
method of determining the "poverty" level, presently the D~epartment of Agrri-
culture's low-b~udget diet multiplied by three. lie would he required to report
back to Congress by January 1, 1974 and his recommendations would he imle(-
mented on July 1, 1974 absent Congressi onal I(disapproval.
6. Adjustment in Payment Levels to Reflect Regional Variations in, Cost of Living

The Department of Health, Education and Welfare would be directed to study
and develop a system of Jpayiaents consistent with cost variations according to
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region. The plan would go Into effect July 1, 1974 unless Congress specifically
disapproves It.
7. Coverage for Childless Couples and Single Persons

This amendment gives welfare assistance to the 2.3 million poor single people
and 3.S million poor people under age 65 living in families without children. There
is no logical reason to exclude these categories, especially since we now provide
01(-age assistance to single people and childless couples.

The cost of this amendment, which will go Into effect in fiscal 1974, will be
approximately $1 billion.
8. Improved Work Incentives

Under this provision the Secretaries of Health, Education and Welfare and
Labor would be authorized to experiment with various earnings disregards at no
more stringent a level than the formula adopted by H-.R. 1-$720 and 1/3 of addi-
tional earning-s. Under that formula, benefits would stop at an Income level of
$4,320, providing benefits for an estime ted four million working poor families
at a cost of $6.5 billion.

My amendment would also allow the $720 plus 1/A earnings disregard to be
(alculated on the basis of gross income as is 11ow done by the Department of
H-ealth, Education and Welfare rather than on net income. In this way a
reelplellt will be able to retain more of his earnings, thereby providing a stronger
work incentive.

The $2,000 ceiling on exemptions from earned Income for child care costs, stu-
dent and Irregular Income would be eliminated. Average costs for child care
alone can easily run $2,000 a year. The work Incentive nature of this earnings
(isregard is defeated since, once the ceiling is reached and surpassed, it would
be more profitable to stay at home than to work.

9. Improved Job Training Programs for Employment at the Minimum Wage
These amendments expand and reform federal job training programs to

make them available In fact as well as theory to those able to work. A job
would be assured for a training graduate (or an otherwise qualified eligible
individual) in either time public or private sector at the higher of time prevail-
Ing wage or the federal minimum wage rate (presently $1.60/hour) and pro-
tected by workmen's compensation.

More private sector jobs would be made available by requiring firms with
federal contracts to list their job openings with the appropriate local employ-
mnent agency. The Secretary of Labor would be required to directly develop and
operate programs, or to designate appropriate state or local, public or private
nonprofit corporations to carry out manpower training programs.

No employability plan under these programs could be developed for an Indi-
vidual until there is assurance that training and employment were available.
During the Interim, such individuals would be eligible for Family Assistance
benefits. Both manpower programs and money to fund them would be made
available on a phased basis.

Optional work registration for mothers with pre-school children and for
those too remote from job training, jobs, or day care facilities would be pro-
vided. This would help alleviate the overload on training and employment pro-
grams that would otherwise exist.

These amendments also establish priorities for manpower programs accord-
Ing to last year's Ribicoff-Bennett priorities agreed to by the Administration.
The order for training and employment would be unemployed fathers and volun-
teer mothers, youths aged 16 and over not attending school or not full-time
regular employees, full-time regular employees, part-time employees, and others.
My proposal eliminates H.R. I's priority for teenaged mothers and pregnant
women, a segment particularly unsuited to employment and training and, in
any event, exempt once they have pre-school children.

$1 billion would be authorized for these amendments, in lieu of the $540,000,-
000 authorized under H.R. 1 and an additional $10 million would be authorized
for equal opportunity compliance activities.

These work proposals also reinsert the Riblcoff-Bennett language agreed to by
the Administration last year regarding the definition of "suitable" employment.

10. Expanded Public Service Employment
Some $1.2 billion wond be available for 300,000 public service jobs. This com-

pares to H.R. I's $800 million for 200,000 jobs. It Is estimated that 4.3 million
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people could be put to work in the public sector at the state and local levels In
meaningful and fulfilling jobs if money were available. Thus Federal funding
would not be phased out in 3 years as Is done by H.R. 1.

The Secretary of Labor could seek additional funds from the Congress when-
ever 5% or more of the registrants for work had no reasonable prospects of
finding employment.
11. Expanded and Improved Day Care Services

This amendment modifies Senator Long's Federal Child Care Corporation con-
cept by providing stricter standards, smaller costs to users of day care, and
Increased community participation. An additional $1.5 billion in appropriations
would be provided as well as twice the amount for day care facility construction
($100 million) as provided In H.R. 1.

Free day care would be provided for one year following commencement of
full-time employment with a fee schedule based on family size andl income then
taking effect. Liberalized tax provisions to offset child care costs would also be
allowed.
12. Elimination of State Residency Requirements

The Supreme Court has twice held such requirements unconstitutional as a
restriction on the right to travel and a violation of the Equal Protection clause.
Despite popular belief, only a small niunber of people are involved. For example,
of New York's 1.7 million welfare recipients as of January 1971, only 11,000
(mostly children), or less than 1%l', would be taken off the rolls if a one year
residency clause were Invoked.
13. Administrative Procedures and Recipimnts' Rights

While in general the Department of Health, Education and Welfare has de-
veloped and administered comprehensive and equitable regulations, additional
safeguards are needed. Therefore, my amendments would:

(a) Eliminiate the automatic benefit termination for failure to file timely
reports of changed circumstances and a.sure a hearing bef-ore any benefits can be
cut off, pursuant to supreme Court decisions protecting due process.

(b) Require a written opjAion detailing reason for any administrative deter-
mination affecting p~aymenmt "levels to be submitted promptly to the applicant.

(c) Assure every claimant a right to counsel of his own choosing.
(d) Eliminate the provision waiving standards requirements for welfare hear-

Ing examiners.
(e) E liminate the requirement of quarterly reports of Income by recipients

and simply require every recipient to report any changes In his circumstances.
This reinsertswthe original Nixon Family Assistance Program's provision requir-
ing the Secretary of HEW to estimate the quartcrly income of recipients rather
than placing the onus on the impoverished family or Individual.

(f) Efliminate the requirement of re-registering for benefits every two years.
Since biennial reapplication is for the purpose of enabling the Department of
Health, Education and Welfare to study the problems of the long-term poor, the
Secretary rather than the recipient would bear the responsibility of selecting
out the long-term poor for study.

(g) Eliminate the provision making stepparents liable for support payments
under the often-erroneous assumption that this income Is available to the family.

(h) Eliminate the method of determining eligibility based on Income earned in
the last three quarters and Instead base eligibility on current need. Under the
provisions of H.R. 1, a family In need could be forced to wait up to nine months
before receiving benefits.

(I) Provide a simplified declaration method of determining eligibility and use
a scientific sampling audit similar to that used for the Internal Revenue Service
to eliminate the costly and demeaning casework Investigation of the present Sys-
tem. Studies have shown welfare fraud to be negligible and tests of the simipli-
fied method have been generally successful.

(J) Insure that migrant workers and others of unfixed domicile receive
assistance.

(k) 'Eliminate the absolute exclusion of needy college students from the wel-
fare program.

(1) Require the Secretary of Hecalth, Education, and Welfare to develop a
single, uniform and simple system of public assistance for all categories in need,
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whether in the "adult" or "family" category and report his recommendations to,
Congress no later than January 1, 1974.
1/4. Elimination of Disc'itminctory Provisions Against 'Puerto Rico and Other

U.S. Possessions8
Artificial reflings onl public assistancee payments for these jurisdictions would

lbe e'liminatedl by this amendment. 'These territories have a higher cost of living
than many states, yet their welfare payment level would be set at a mere fraction
of the lowest levl aidl by ally state to their poor. Welfare p~ayments in U.S.
territories as well as in the fifty states should be based solely on need.
15. Protection of Emiployce Rkighfts

This provision would protect accrued rights of state and local government emi-
lployee's dand aid them in :40eelig jobs. We( should not, as a by-product of welfare
reformi, create a nerw class of unlemployedl persons. This amlendmient does not-,
however, freeze every worker Into the newv welfare system. Rather, it provides
protection for aceruied rights audi] assistance In ob~taining new employment.

TOTAL FEDERAL WELFARE COSTS: FISCAL YEAR 1973
lin billions of dollarsl

Current Ribicoff
law H.R 1 amendments

Family payments------------------------$3.9 $5.8 $9.5
Childless couples andsingles------------------------------------------- 0 0 0
Adult categories ------------------------------------------- ----- 2.2 4.1 4. 1
Food programs ------------------------------------------------- 2.4 1.0 1.0
Child care services----------------------------- ---------------- .3 .7 1.5
Child care facilities construction-------------- ---------------------- 0 .05 1
Supportive services ---------------------------------------------- 0 . 1 I
Manpower training ----------------------------------------------- .2 .54 1.0
Public service jobs ----------------------------------------------- 0 .8 1.2
Equal employment compliance activities------------------------------ 0 0 .01
Administration -------------------------------------------------- .4 1.1 1. 1
Miscellaneous costs---------------------------------------------- 0 .7 0

Total --------------------------------------------------- 9.4 14.9 19.61

DESCRIPTION OF flInIcoFr AMENDMENTS

GENERAL BACKGROUND

In August, 1960 P~resident Nixon proposed the Family Assistance Plan. Since
that time, the House has twice passed a bill-H.R. 10311 in April, 19T0 andl 11.1.
1 in June. 1971.

The F amily Assistance Plan has encountered difficulties in the Senate, however.
Last year, ioi alternate attempts to win liberal and conservative support for wel-
fare reform, the Administration revised the Family Assistance Plan In Junie,
October, November and I )ecember. In the closing (lays of the 91st Congress, we
reached agreement with the A dministration on the so-called Ribicoff-Bennett
proposals.

Despite our efforts, no legislation passed the Senate. Nevertheless, the Adinin-
Istration's original legislation and changes endorsed by the President during the
legislative process in tlae Senate provide a strong base on whig, h to build].

The President's original legislation provided assistance exceeding APDO pay-
ments in all but eight states. Mandatory state supplementation insured that no
beneficiary would be worse off under the original Family Assistance Plan thman
under present law.

The Family Assistance Plan has at one time or another also had In Its pro-
visions optional work registration requirements for mothers of pre-school
children, liberalized earnings disregards, stronger provisions to assure job suit-
ability, state supplementationi for families headed by an unemployed parent, use
of a standard of current need rather than previous earnings to determine eligi-
bility, adequate protection of the rights of recipients including provisions to dis-
courage stepparent desertion, fiscal relief for states, protection of accrued rights
of local and state employees transferred to the federal system, more equitable
penalty provisions, and a simpler and more equitable method of determining eligi-
bility based on HEW quarterly estimates (of family icomie which would allow
the Secretary to take Into account extraordinary circumstances In eligibility
determinations.



All of these provisions have received Administration support in the last two
years, but are excluded from 1.R. 1. 1 am. hopeful that wve will be able to reach
agreement on reinclusion of these important provisions tit an early stage !in the
Finance Committee's deliberations. My proposals incorporate aill of these improve-
ieiltS in addition to other changes discussed in the following sections.

1. A Goal to Bliminate Poverty

,Today I submit a proposal to establish a minimum national goal to assure
that by no later than 1976-Amierica's 200th Anniversary-all Americans wvill
have sufficient income to sustain a decent standard of life.

Unfortunately we have choseni to ignore the needs; of the poor. We offer p~ity
or contemipt. We study, define or classify them. We promise and advise them.
We do everything but help them. As a result, the chasmn between the rich and
-the middle class on one sidle and the poor on the other is widening, providing
time potential for social division unparalleled in our country.

Our failure has been one of commitment, not of resources or skill' s. The
Initial costs may seem large b~ut they amount to less than 21/2%cl of our trillioni
dollars gross national product. This is a small overhead to pay for our failures
-its at society in education, housing and employment. lp adilition, true reform
of our welfare structure will enable many to Oltain adequate jobs and will
eliminate the tragic cycle of poverty In which the children'of poverty inexorably
-become the next generation of the poor.

The text of this proposal and ai comparison of the overall costs of my Income
niaitenance proposals with those of present law and 11.11. 1 follow:

TEXT OF RIBIcoFF AMNENDMENT SETTING 1 970 GOAL

(a) Findings.
(1) "The Congress finds and declares that-
(A) A irtion of wealth and responsibility deplores the continuing Incidence

of poverty within its borders; and
(B) In view of the harm to Individual and family development and well-

being caused by lack of income adequate to sustain a decent level of life, and
the comseuent, damage to tile human resources of tile entire nation, the Federal
goverimuet has a positive responsibility to assure an end( to poverty

(2) Therefore, tile Congress establishes at national goal of assuring 01l citizens
bly 1976, an Income adequate to sustain a decent level of life and to eliminate
poverty among our peole.

(3) Furthiermore, the Congress declares it to be tile purpose of this Act to
develop programs directed toward tis goal.

PROJECTED POTENTIAL FEDERAL MAINTENANCE PAYMENTS UNDER CURRENT LAW, H.R. 1, AND RIBICOFF PRO-
POSAL, FISCAL YEARS 1973-77

[In billions of dollarsl

Ribicoff
Current l aw H.R. 1 proposal

1973--------------------.---------------------------- $8.5 $11.7 $9.5
1974------------------------------------- ----------- 8.8 12.4 13.0
1975---------- -------------------------------------- 9.3 12.9 16.3
1976 ------------------------------------------------- 9.6 12.7 22.4
1977------------------------------------------------- 10.1 12.8 28.5

2. Increase in B~asic Federal Payment Level for Fiscal 1973
My proposal Increases thle Federal base payment for a family of four from

$2400 as provided by 1H.R. 1 to $2800, which represents last year's minimum
support level of $1600 plus a cash out of the food stamp program at the minimum
subsistence diet level as determined by the U.S. Department of Agriculture.
This amendment will carry out one of the expressed purposes of President
Nixon's Family Assistance Plan-to provide a Federal benefit level no lower
tllan existing AFDC benieft levels.

Under the President's original proposal, only eight states paid more than
the Administration-proposed benefit to a family of four receiving AFDC and
-these states would have been required to make supplemental payments. In
addition, food stamp assistance also would have remained available. Even
as late as December 1970, the Administration approved the fliblcoff-Beinett
,provisions assuring no loss in benefit levels.



Under H.R. 1, however, the $2400 payment level and optional state sup-
plementation provisions make it possible for recipients In 28 states and the
District of Colutmbia to lose a portion of their public assistance benefits which
are already above $2400. In addition, food stamps are provided In 27 of these
states, substantially Increasing the total assistance now received by welfare
recipients In those states. This means that approximately two-thirds of the
AFDC caseload faces significant potential benefit losses under H.R. 1.

In another 13 states, H.R. I's benefit level exceeds present public assistance,
payments but Is less than'the total of present public assistance payments and
food stamps.

In only 9 states and Puerto Rico does IT.R. V's $2400 payment level exceed
the present total of public assistance and food stamp benefits. (There Is no
food stamp program presently In four of those states.) These nine states and
Puerto Rico have an AFDC population of approximately 975,000, only 10%
of the 9.7 million people receiving AFDC payments as of January 1971.

While HR. I's $2400 level exceeds public assistance payments without, regard
to food stamps In 22 states with 29%/ of the AFDC population, my proposal
for an Initial $2800 Income level automatically assures that an additional 21%
of the AFDC population would receive higher benefits even before state supple-
mentation. This 21%ll Is located In six states (Ohio, Montana, Oregon, Wisconsin,
Wyoming and California).

The following chart provides a breakdown of those states whose public assist-
ance payments are less than $2400 and those additional states paying less
than $2800.
22 STATES WITH BENEFIT LEVEL UNDER $2,400, NUMBER OF AFDC RECIPIENTS AND PERCENTAGE OF TOTAL

AFDC POPULATION AS OF JANUARY 1971

Percent of
Number total AFDC
of AFDC population

State recipients (9,7 73,000)

Alabama ----------------------------------------------------------------- 168, 000 1.7
Arizona ----------------- --------------------------------------- --------- 62,000 .6
Arkansas ----------------------------------------------------------------- 61,900 .6
Pn w ,re,_ _ _ _ _ - - - - - - - - --- -- - 94. inr I

rinridi -------------- ----- ------ --------------------------------------- 264, fOtn 2. 7
Georiii----------------------------------------------- --------- --- ---- 2?66,000) 2.7
Indiana-------------------------------------------------_--------------- 117,000 1.2
Kentucky ---------------------------------------------------------------- 141,000 1.4
Louisiana --------------------------------------------------------------- 231, 000 2.4
Maine ------------------------------------------------------------------- 55,200 .6
Maryland ------------------------------------- ------------ -------------- 164,000 1.7
Mississippi------------------------------------------------- -------------- 134, 000 1.4
Missouri ----------------------------------------------------------------- 179,000 1.8
Nevada ------------------------------------------------------------------ 15,900 .2
New Mexico--------------------------------------------------------------- 58,100 .6
North Carolina------------------------------------------------------------- 151, 000 1.5
Oklahoma ---------------------------------------------------------------- 107, 000 1.1
South Carolina------------------------------------------------------------- 73,200 .7
Tennessee --------------------------------------------------------------- 171,000 1.7
Texas-------------------------------------------------------------------- 341,000 3.5
Utahb-------------------------------------------------------------------- 39,600 .4
West Virginia-------------------------------------------------------------- 98,300 1.0

Total-------------------------------------------------------------- 2,925,400 29.8

ADDITIONAL STATES FULLY COVERED BY RAISING FEDERAL PAYMENT FROM $2,400 TO $2,800 AS OF JANUARY
1971

Number of Percent of
AFDC total AFDC

State recipients population

California ------------------------------------- ------------- ------------ 1, 574, 000 15.0
Montana ------------------------------------------------------- ---------- 18,100 .2
Obio--------------------------------------------------------------------- 346,000 3.4
Oregon---------------------------------------------------------------- 107,000 1.0
Wisconin------------------------------ ---------------------- ------------ 98, 600 1.0
Wyoming------------------------------------------------------------------ 6,500 .

Total-------------------------------------------------------------- 2, 150, 200211
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-My proposals, by mandating state supplementation and providing additional
Federal payments above state supplementation ceilings, would also assure that
the other 50% of the AFDC population suffers no benefit cutbacks.

In addition, this amendment provides relief for all members of a needy family
whereas 1I.I. 1 only assists up to 8 members of a family. There is no reason
why a public assistance program should Impose an arbitrary cut-off on the numn-
ber of people to receive benefits In a family. Every child has needs-whether
hie is time first child In the family or the niinth. Under present law only six states
(Alabamia, Delaware, Kentucky, West Virginia, Virginia and New Mexico) cur-
rently Impose such overall family maximums.

The change I propose will be both equitable and inexpensive. Only about 4%
of AFD)C families have more than eight members. The additional benefits for
extra children can be lower because studies have shown that the additional costs
for extra children In large families are proportionately smaller per child.

Following Is a chart comparing payment levels under H.R. :1 and my amend-
mnents.

FEDERAL BASE PAYMENTS UNDER THE RIBICOFF SCHEDULE COMPARED WITH H.R. I

Ribicoff base H.R. 1 base
payment per payment per

Number in family Individual individual

I ---- -- --- -- -- -- --- -- -- -- --- -- --- -- --- -- --- -- --- -- --- -- $900 $800
2 -------------------------------------------------------------------- 900 800
3 -------------------------------------------------------------------- 500 400
4 -------------------------------------------------------------------- 500 400
5 -------------------------------------------------------------------- 500 400
6 -------------------------------------------------------------------- 400 300
7 -------------------------------------------------------------------- 400 300
8------------------------------------------------------------300........ 300200
9 -------------------------------------------------------------------- 200 .......
10+------------------------------------------------------------------ 100 .......

This amendment by Itself would cost an additional $3.6 billion In the first
year.
3. Mandatory State Supplementation and State Fiscal Relief

My proposal requires mandatory state supplemntation of federal welfare
payments as opposed to H.R. 1 which makes such payments optional. State
supplementation would also be mandatory for families In states with AFDC-
UP programs in which payments are made to families with unemployed fathers
living at home.

It is Important to bear In mind that without mandatory supplementation, a
$2400 payment level provides one-third less than the national poverty level of
slightly over $3900, a figure widely regarded as at best a minimal subsistence
level and at Its worst grossly Inadequate In terms of actual need. My amend-
ment would at the very least assure that no beneficiary loses benefits under a
reformed welfare system.

While not all states are expected to cut 'out supplementing payments above
$2400 If supplementation were optional, the trend of the last few years to raise
welfare benefits Is now being reversed. A recent HEW survey showed that 'at
least 10 states are effecting welfare benefit reductions this year (Alabama, Geor-
gia, Kansas, Maine, New Jersey, New Mexico, New York, Rhode Island, South
Dakota and Nebraska) and reductions are probable In another 12 states (Ari-
zona, California, Connecticut, Delaware, Idaho, Illinois, Minnesota, New Hamp-
shire, Oregon, Pennsylvania, Texas, and Vermont. Given the states' fiscal crisis,
optional supplementation may well mean no supplementation.

My amendment recognizes, however, the almost Intolerable fiscal burden on
the states of supporting an Inefficient, Inadequate and inequitable welfare sys-
tem and provides relief by placing a graduated ceiling on state payments during
the four-year period of Federal assumption of all welfare costs. In addition, full
Federal administration would begin In fiscal 1973.

In fiscal 1973, a state would only have to pay 90% of Its calendar 1971 public
assistance and food stamp costs. This percentage would drop to 75% In fiscal
3974,50%/, In fiscal 1975, 25%1 In fiscal 1976, and 0%1 In fiscal 1977.

States would be assured of savings of over $400 million In the first year of
FAP's effe~tlve date, fiscal 1973, just over $1 billion In fiscal 1974, $2 billion In
fiscal 1975, $3 billion In fiscal 1976 and $4 billion In fiscal 1977 when the nation's
welfare system will be financed entirely by the Federal Government.



I also recognize. that in this fiscal year, 1972, states are facing financial chaos
as a result of skyrocketing costs. Therefore I -am adding an additonal emer-
gency fiscal. relief amendment for fiscal 1972 which would place a ceiling on
state welfare costs under current law at the fiscal 1971 state spending levels for
public assistance and food stamp benefits. The Federal Government would guar-
antee that 9il beneficiaries receive no decrease in benefits as a result of this
provision. This emergency state fiscal relief will cost the Federal Government an
additional $440 million In fiscal 1972.

The following chart outlines the amount of fiscal relief available to the states
tinder ti'is amendment compared to their present welfare costs.

PRESENT COSTS AND RIBICOFF STATE FISCAL RELIEF SCHEDULE

[In millions

Present costs
(estimates of

1971 non- Ribicoff State savings over present costs (fiscal years)
Federal

State expenditures) 1973 1974 1975 1976

Alabama ----------------------------- $32.7 $3.27 $8.2 $16.4 $24.5
Alaska------------------------------- 9.5 .95 2.4 4. 8 7.1
Arizona------------------------------ 18.7 1.87 4.7 9.4 111. 0
Arkansas----------------------------- 15.5 1.55 3.8 7.5 11.3
California ---------------------------- 960.2 96.02 240.1 480. 1 720.2
Colorado---------------------------- 41.9 4. 19 10.5 20.9 31.4
Connecticut--------------------------- 53.3 5.33 14.4 28.8 43.3
Delaware----------------------------- 6.9 .69 1.7 3.4 5.2
District of Columbia-------------------- 34. 1 3.41 8.5 17.0 25.6
Florida ------------------------------- 98.0 9.80 24.5 49.0 73. 5
Georgia------------------------------ 44.4 4.44 11. 1 22.2 33.3
Hawaii------------------------------ 17.2 1.72 4.3 8.6 12.9
Idaho-------------------------------- 6.2 .62 1.7 3.4 5.2
Illinois..............................-- 224.5 22.45 56. 1 112.2 168.4
Indiana--------------------------- 27.0 2.70 6.8 13.5 20.3
Iowa-------------------------------- 43.4 4.34 10..9 21.7 32.6
Kansas----------- --------------------- 28.3 2.83 7.1 14.2 21.2
Kentucky---------------------------- 28.2 2.82 7. 1 14. 1 21.2
Louisiana----------------------------- 50.3 5.03 12.6 25.2 37. 7
Maine------------------------------- 14.5 1.45 3.6 7.3 10.9
Maryland---------------------------- 54.7 5.47 13.7 27.4 41. 1
Massachusetts----------------------- 192.3 19.23 48. 1 96. 2 144.2
Michigan ----------------------------- 174. 1 17.41 43.5 87.0 130.6
Minnesota---------------------------- 60.9 6.09 15.2 30.4 45.7
Mississippi---------------------- ----- 15.4 1.54 3.9 7.7 11.6
Missouri --------------------------- 52.5 5.25 13.1 26.3 39.4
Montana------------------------------ 5.1 .51 1.3 2.5 3.8
Nebraska------------------------- ---- 12.2 1.22 3.1 6.1 9.2
Nevada------- ------------------------ 3.2 .32 .8 1.6 2.4
New Hampshire------------------------ 11.8 1.18 3.0 5.9 8.9
New Jersey --------------------------- 181.4 18. 14, 45.4 90.7 136. 1
New Mexico-------------------------- 11.9 1.19 3.0 6.0 8.9
New York ---------------------------- 663.5 66.35 165.9 331.8 497.6
North Carolina------------------------ 33.3 33.3 8.3 16.7 25.0
North Dakota-------------------------- 4.5 .45 1. 1 2.2 3.4
Ohio--------------------------------- 110.3 11.03 27.6 55.2 82.7
Oklahoma---------------------------- 46.8 4.68 11.7 23.4 35. 1
Oregon----------------31.8 3.18 8.0 15.9 23.9
Pennsylvania---------------------- 265. 1 26.51 66.3 132.6 198.8
Rhode Island-------------------------- 20.9 2.09 5.2 10.5 15.7
'South Carolina---------------- ----- -- --- 8.3 .83 2. 1 4.2 6.2
South Dakota-------------------------- 5.4 .54 1.4 2.7 4.1
Tennessee---------------------------- 34.7 3.47 8.7 17.4 26.0
Texas -------------------------------- 85.9 8.59 21.6 43.0 64.4
Utah --------------------------------- 9.6 .96 2.4 4.8 7.2
Vermont------------------------------ 6.5 .65 1.6 3.3 4.9
Virginia------------------------------ 34.9 3.49 8.7 17.5 26.2
Washington--------------------------- 71.4 7.14 17.9 35.7 53.6
West Virginia-------------------------- 16.0 1.60 4.0 8.0 12.0
Wisconsin.---------------------------- 40.4 4.04 10.1 20.2 30.3
Wyoming---------------------------- 2.5 .25 .6 1.3 1.9

Totals-- - - - - - - - - - - - 4,022.1 402.21 1.,005.5 2,011.0 3,016.6

41. Federal Assumption of Welfare Costs and Future Inereases in Payment Levels
In combination with mandatory state supplementation and state fiscal relief,

this amendment provides a gradual Federal assumption of all welfare costs
together with Increases in the payment level each year until payments equal the



poverty level in 1976. A basic benefit payment would be established equalling the
highei' of $2800 or the present, maintenance levels In fiscal 1973, the higher or
present state benefits or 75% of the poverty level in fiscal 1974, the higher of
present state benefits or 80-% of the poverty level in fiscal 1075, the higher of
present state benefits or 00% of the poverty level in fiscal 1976, and 1009% of the
poverty. level In fiscal 1977.

This amendment, together with the mandatory state supplementation and state
fiscal relief amendment, assures that no beneficiaries will lose benefits an~d also
provides a na~thod of raisig'benefit levels to' bring all needy Americans up to
ait least a poverty-level Income by July 1, 1976.

We niust recognize, however, that the official "poverty" level is at best an
artificial'Ilie above which people are dlesigniated "non-poor" and below which
they are pooror. The Ipoverty standard, developed by the Socil Security Adinils-
tration, is based on the D~eportmaent of Agriculture's measure of the cost of a
temporary, low-budger, nutritious die(t for families of various sizes. The poverty
Index is simply this food budget multiplied by three to reflect the fact that food
typically represents one-third of the expenses of a low-income family.

My amendment requires the Secretary of Health, Eductiol afid Welfare to
develop a newv "poverty" level which takes into account items nowV Ignored such
as medical care, Insurance, a bed for each member of the family and school
supplies, Ile mnust report bnick to Congress is recommendations no later than
June 1. 1974 and they will take effect onl July 1, 1974 'absent Congressional
disapproval.

RIBICOFF WELFARE BENEFITS AND STATE FISCAL RELIEF SCHEDULE

Required State
contribution (as a

percentage of
calendar 1971 costs
of public assistance

plus food stamp Total Federal
Yea r benefits) Federal payment level co.s (billiuws)

Fiscal year-
1973---- - 90 Higher of $2,800 or present maintenance------------------- eq. 5
1974 --- -- 75 Higher of present maintenance or 75 percent of poverty level -13 0
1975 ... .. 50 Higber of present maintenance or 80 percent of poverty level- 16,3
1976 ... .. 25 Higher ot present maintenance or 90 percent of poverty level- 22.4
1977----- 0 100 percent---------------------------------------- 28.5

5. Adjustment in Payment Level for Changes in Clost of Living
This amendment includes a cost-of-living factor based onl the present method

of adjusting the Federal poverty income threshold to reflect changing costs. Just
as salaries and prices are' adjusted to reflect cost-of-living changes, so must
benefit levels change under an equitable assistance program. The poor are not
Immune from the pernicious effects of inflation.

Even under current law, state welfare plans must provide cost-of-living In-
creases to be eligible for Federal matching funds. While states have often can-
celled out such increases by reducing the percentage of the state standard of need
which Is paid or by making across-the board cutbacks, the majority of families
under current law have benefitted from cost-of-living Increases.

Nonetheless, while H5.R. 1 provides a cost-of-living adjustment mechanism for
Social Security benefits, it freezes welfare benefit payments by the Federal gov-
ernment for the next five years.
6. Adjustment in Payment Levels to R~eflect Pfegional TVariatlons in Cost of Living

This amendment requires the Secretary of Health, Uducation find Welfare to
establish a paynient schedule based on varying standards of need between urban
and rural areas, different parts of the same states, and among appropriate re-
gions in the United States.

The Department is already studying the complexities of regional variations in
living costs. A delicate balance innust be maintained to -assure equity of paynnent
levels and simplicity of administration. Any regional breakdown must recognize
the existence of highly urbanized areas In close proximity to rural isolation and
the danger of payment levels changing from one side of a street to another. To

BEST COPY AVAILABLE



develop a plan which takes these factors into account and still avoid an un-
wieldly number of regional areas necessitating close case-by-case analysis will
be no easy task.

The Secretary of Health, Education and Welfare Is directed to study this
problem and submit a report to Congress no later than January 1, 1974. Unless
specifically disapproved by Congress within 90 days of submission, the Secretary's
recommendations would be Implemented on July 1, 1974.
7. Coverage for Childle88 Couplea and Single Person8

A major premise of H.R. 1 Is that welfare assistance should be based on
need rather than membership in a particular population category. Nonetheless
1.8 million persons under 65 In families without children and 2.3 million single
persons who live In poverty are not eligible under H.R. 1.

My amendments would remedy this failing, recognizing that the Incidence of
poverty reaches the highest levels among persons unconnected with a family
unit. At least 600,000 of these people have no cash Income at all. Moreover, It
niakec4 no sense to deny assistance to a couple without children and provide
$2000 to a couple with one child. The Incentive to have children under such an
Illogical exclusion makes H.R. 1 a Family Expansion Plan rather than a
Family Assistance Plan.

Coverage for these forgotten Americans would begin In fiscal 1974 to allows
the Secretary of Health, Education and Welfare to establish the necessary adl-
mninistrative procedures to Include them for the first time In federal welfare
programs.

This amendment would cost the Federal Government $1 billion In Its first year
of operation.
8. Improved Work Incentive8

This provision will Improve work Incentives for the working poor by direct-
ing the Secretary of Health, Education and Welfare to conduct tests of various
"earnings disregard" formulas and to report his findings and recommendations to
the Congress no later than January 1, 1974. No variation could be utilized which
wold~ provide lower benefits than HI.R. I's present formula under which the
working poor would be allowed to keep the first $720 of their earnings each year
plus one-third of the remainder while receiving assistance.

The following chart Illustrates the Impact of various payment levels with
the basic earnings disregard formulas:

EARNINGS DISREGARD DATA

Total Eligible Eligible
Federal families, individuals

cost, fiscal fsa er a ecn
Break-even year 1973 1icl?9e73 as percent

FAP payment family of 4 point I billionsn) (millions) population

S2,400----------------------------------------- $4,320 $0.5 4.0 9.0
2,800 --------------------------- 4,920 9.5 4.8 11.5

$3,600----------------- ------------------ 6,120 13.5 6.7 15.0
$6,500----------------------------------------- 10,470 72.0 233.4 350.0

1 The breakeven point is that point of income below which some benefit would be paid.
2 Households ($6,500 plani Includes families without children).
8 Over.

At this time, no one knows what level of earnings disregard will provide an
optimal work incentive or at least be a minimal disincentive. In addition, budg-
etary restraints and the desire to provide additional funds for families at the
lower end of the economic kcale play a large role In what formula should be
adopted.

In the long run, we should not have to provide public assistance to those who
work. It Is shocking to realize that four out of ten poor Americans live In families
headed by full-time workers.

Rather than providing welfare supplements to these people, we should be assur-
Ing every working American that his wages will be sufficient to prevent poverty.
To do this will entail raising, the minimum wage and expanding it to Include
some 17 million Americans now excluded.
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While the Senate Finance Committee does not have Jurisdiction over the Fed-
eral wage laws, I am hopeful that favorable consideration will be given to mini-
mum wage legislation Introduced by the distinguished Senator from New Jer-
sey (Mir. Williams) and now being considered in the Labor and Public Welfare
Committee.

Until all jobs pay an adequate wage, our welfare system will have to cover the
working poor and Insure that there are work Incentives. Such an Incentive, de-
signed to insure recipients who work a higher Income than those who do not,
has been a part of the Social Security Act since 1967. The Incentive Is accom-
plished by setting aside a given amount of Income which is to be retained by the
recipient and not deducted from the assistance grant.

From the money retained as a work Incentive, an employee must pay all ex-
penses of going to work, Including Federal, state and local taxes, union dues and
other mandatory payroll deductions as well as transportation costs. When these
costs'are high, as Is usually the case In large metropolitan areas where the poor
are increasingly concentrated, expenses can easily go beyond the exemptions,
leaving a working family less actual income than one where no member Is
employed.

Under current law, the work Incentive Itself Is calculated on the basis of gross,
not net, income, as follows:

The applicable amounts of earned Income to be disregarded ($30 per month
plus one-third of the remainder under AFDC) wvill be deducted from the gross
amount of "earned Income" and all work expenses, personal and non-personal,
will then be deducted. Only the net amount remaining will be applied in deter-
mining need and the amount of the assistance payment.

Under H.R. 1, however, from gross income one must deduct earnings of Stu-
dents, child care costs and Inconsequential Income. The Incentive is applied to
whatever remains. The amount of extra money a recipient realizes from every
dollar earned will therefore be lower In many states under FAP than under cur-
rent programs.

My amendments would maximize the work Incentive by restoring the method
of calculation currently followed by HEW. Thus, only after the money retained
as a work Incentive Is deducted from gross Income will there be deductions for
Items such as taxes, work expenses, child care costs and income of students.

Another falling of Hl.R. 1 Is Its limitation on the amounts that can be de-
ducted or excluded from Income when determining the amount of family assist-
ance to be received. For Instance, the costs for child care are~ limited as are the
amounts that children can earn. The Administration has never placed a definite
ceiling on such items and I would hope It will support its original proposal
which sets no dollar ceiling but leaves amounts excludable from Income to the
responsible discretion of the Secretary of Health, Education and Welfare.

9. Improved Job Training Programs for Employment at the Minimum 'Wage
The Family Assistance Plan as revised by the Ways and Means Committee

emphasizes work training requirements and incentives. This is Important
since most Americans would prefer to play a p~roductive role In American society
rather than to live on welfare. Experience in New York, for example, has shown
that 98 percent of the working poor continue working under New York's assist-
ance program for them.

VT nder H.R. 1, as many as 2.6 million welfare recipients would be required to
register with the Department of Labor for manpower services, training and Job
placement. H.R. 1 would provide training for 225,000 people, 200,000 public serv-
ice jobs, and expanded day care facilities for those who need them to accept
training or work.

The Initial determination of whether a recipient was "available" for work
would be made by the Department of Health, Education and Welfare; the em-
ployable Individual would then fall within the jurisdiction of the Labor De-
partment which would be responsible for developing an "employability" plan
setting forth all the training and supportive services necessary to restore such
families "to self-supporting, independent and useful roles In their communi-
ties." H.R. 1'also establishes a new Assistant Secretary thereby separating this
program from existing Department of Labor manpower programs.

Unfortunately, H.R. I's proposals will accomplish very little. They provide
too little money and too much responsibility for programs which have never
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worked. If work training is to be a viable part of welfare reform, the following
problems must be solvpcI:

k'irst, not enough appropriate Jobs. are available for the 2.6 million people
required to enroll in the program. The poor performilance to date under WVIN,
the existing welfare work training program, demonstrates this clearly. The exist-
ence of over 5 million unemployed Americans further complicates the situation.

Many of the jobs now available to manpower training gr (luat es r eh
substandard, previously unfillable jobs which comprise the present openings
filed' with the U.S. Employment Service offices which have been dlelegated re-
sponsIblity under existing manpower programs within the Department of Labor.

To correct this situation, mny amnelidlnients initiate a number of new provisions.
Private business firmsg which are Federal contractors would be requliredl to list

,their job openings with the local agency assigned I he task of job placement. MR. 1
requires only state and local governments to make such listings. MN-y proposal will1
therefore expand the number of job opportunities made available to the Federal
manpower efforts from thle private sector.

The amnendmnicits I introduce will require all job cassmgnments to be in positionIs
paying thle prevailing wage but no less than the Feac-al nilnimnunm wage. The jobs
must also be covered by wvorkmien's compensation provisions. Guaranteeing the
minimum wage will make it clear that thie program is not another form of public
subsidy to businessmen who want to be assured of a supply of cheap labor.

Ini the past some employers have taken Federal manp~ower trainees to fill menial
jobs, fired them when the training subsidies ranl out, and then applied for a, l-nw
complement of trainees to fill the same jobs, at public expense. Iii rural areas the
Employment Service Farm Service offices work as agents of the growers, merely
recruiting Individuals for seasonal agricultural jobs and rarely assisting thme
Individual to develop new work skills or seek better job oppo rtuiIties. lUnder liy

legislation, manpower programs will provide for time worker's needs first, not the
elniloyer's.

Second, a total restructuring of the Department of Labor manpower and serv-
ices program is crucial If we truly wish to provide training and emiploymecnt, for
eligible welfare recipients.

The Lawyers Committee for Civil flights Under Law and the National Urban
Coalition in their excellent study. "Falling Down on the .Job: The United States
Employment Service and the Disadvantaged," havoc clearly documentt( the fail-
ings of the Department of Labor's manpower effort. The U.S. Employment Service,
the primary local source of jobs and manpower services within the Department is,
according to the report, "an inflexible bureaucracy, absorbed in Its oWn paper
work, with a staff that is either' incapable of or disinterested in comm11-ittig the
resources necessary to make the chronically unemployed self-supporinfg."

Between 1965 and 1970 funds available to the E~mployment Service more than
doubled, fr6m $210.4 million to $464.7 million, yet the number of persons who,
applied to the agency for jobs fell from 10.9 million to 10 million and thle 1aiim1-
her of individuals placed In employment by the system dropped from 6.3 million
to 4.6 million.

Clearly something Is wrong with this system. To know miore fully what tile
training needs of individual workers are-how much help they need, of what
kinds and at what costs-we must develop new sources of Information about
local needs and operations.

Mly proposals direct the Secretary of Labor to develop and operate a nation-
wide, comprehensive system of datat collection and interpretation so that we
can establish the necessary manpower services, training, and employment op-
portunities. We need to know much more about developments in local and
regional labor markets. Where arc Industries and business firms locatfing and
expanding. where are layoffs taking place, where is there a labor shiortaige?

Tnformation would also be compiled on the employability characteristic., of
those individuals enrolled under this employment program to provide a mean-
ingful basis for setting goals for on-the-job and Institutional training, job ill)-
grading, job development and public service employment.

Manpower training programs In the past have too often been unrelated t,,
existing job openings and consequently have rarely fulfilled their basic goal o1'.
placing people In Jobs. The Federal Government has financed more than five
million training positions over thle past 5-fl years at a cost of $2.5 billion. But
the job placement records of the three largest federal manpower programs
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have been poor. The Manpower Development Training Act has placed less than
half its enrollees in jobs. The Concentrated Employment Program has led to
jobs for little over one-thairdl of Its enrollees, and WIN has had a placement
Tate of slightly more than 10%1.

The following chart illustrates the problem:

Enrollment Placed

MOTA I--------------------------------------------- 1,451,400 773,400CEP 2---------- ------ ----------------- ---------------- -------------- 290,215 106, 612WIN 3----------------------------------------------------------------- 228, 759 23, 691

1 Cumulative through fiscal year 1970.
2 Cumulative through June 30, 1970.
a Cumulative through Dec. 31, 1970.

MNy proposal attempts to remedy this critical problem by providing for a
phased enrollment of eligible Individuals into the program. No welfare recipient
would be given an employability plan until such time as manpower training, sup-
portive services and employment opportunities were actually available.

My proposal requires the development of employability plans according to the
following priority schedule agreed upon last year In the Ribicoff-Bennett proposal:

(1) Unemployed fathers and volunteer mothers.
(2) Youths aged 10 and over wvho are not regularly attending school and are

not employed full time.
(3) P~ersons regularly employed at least 40 hours a week.
(4) Part-time employees.
(5) All others.
I-IR. 1, on the other hand, provides its highest priority for manpower services,

training, and employment programs to mothers and pregnant women under the
age of 19. This provision makes little sense slice, as soon as a child is born, the
mother would be Immediately exempt from work registration under other sec-
tions of H.R. 1 relating to mothers of children under three. Moreover, it is ex-trenmely iniefficielit to give the first available training slots to those women since
the labor market is highly restricted for them.

M12y amendments also recognize the limitations on the ability of H.R. 1's pro-posed manpower program to accommodate the 2.0 million potential work regis-
tranits with only 225,000 training slots, 200,000 public service employment jobs,and 187.000 previously existing WIN slots. H-.R. 1's directive to the Secretary ofLabor to make use of all existing manpowver programs merely repeats the lan-guage oif the WIN program. Yet under W] N the S, cretary was unable to overridejurisdictional andl program rivalries and remove slots from existing commit-
ments. Under the President's manpower revenue-sharing proposals, the FederalGovernment would not even have the power to r-ealiocate these slots.

Even if the Labor Department could free tip all slots now committed to other
programs, only 1.3 million people, half of the potential welfare clientele, couldbe accommodated. By expanding funding for manpower programs from $540million under 11.11. 1 to $ 1 billion under my measure arad by allowing women with
pre-sc-hool Ohildlren the option to register, we can expand programs, anti shrinkthe potential manpower 1)001, thereby bringing goals and realities into a closerbamuince.

rIhIi. We must ensure the availability and adequacy of local agencies to
operate manpower programs.

At present, three kinds of local delivery -systems exist, all of which have apifle ofr the action" under WIN and other manpower programs:
(1) The UJ.S. Employment Service system for job placement and ma npowerscr vies-:
2) The local welfare offices (to determine If clients are eligible for wef' areor employability development) ; and

(3) The local offices Of state vocational education departments which provideinstitutional training for enrollees in manpower programs.
Notie of these agencies is equipped to handle time manpower programs ofIH.R. 1, but the Department of Labor appears ready to assign the programs tothe Employment Service for local implementation. This would be a grave mis-
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take and would give notice that America's manpower goal is the creation of an
Involuntary work force for certain substandard jobs which the "free labor"
market cannot fill. It would be at vote of confidence in a system which has be-
come, in the words of the Lawyers Committee/Urban Coalition report, "a pas-
sive accessory to discriminatory employment practices" which hits created "hos-
tility and mistrust and discouragement among the disadvantaged."

Mly proposals wvouldl give the Secretary of Labor the resources and the man-
date te develop a nationwide inechanisin that can accurately assess develop-
ments in the labor market Including training needs, job availability and other
factors important for an effective empiloymnent program. Training funds would
be distributed to new local agencies that would serve ats advocates for the
workers rather than as hiring halls for the employer.

Specifically, my amieidnnent gives the new Assistant Secretary of Labor
the power and money to design andl Implement a system that will decvelop) in-
formation on the local level relating to the workers' needs and the Job market
situation. This local operation wouldI be responsible for listing Jobs available to
work registrants and participants.

A strong civil rights enforcement component, funded with $10 million would
be Included to prevent dilscriminationi on the basis of race, religion, sex, or na-
tional origin. Administering agencies would be reCquiredI to write detailed eqJual
opportunity compliance reports on the services provided needy Individuals under
thIs Act, including Information regarding job referrals, salary levels and place-
ments, and the nature of job list ings inadlOavailable.

My amendments allo~v hut do not require, the Secretary to contract for coin-
ponent parts of the program within any entity hie chooses Includilng a local prime
sponsor, a new Federal agency. or' a reformed Employment Service office. If the
Department of Labor chooses to rely on a state or local, public or private non-
p~rofit corporation or agency to carry out this prograIm. It may assumne limedi-
ate control of any program found to be substantial, terminate local funding, and
assume direct reslponsllbllity for program administration and operation.

In dleveloping and operating such a system, the Secretary would be requiredl
to consult regularly with representatives of public and private employers and
representatives of families and individuals w~ho are receiving or eligible to re-
ceive imnnpower services. Priority !in entering Into contracts to p~rovidle man-
power training and services would be given to those agencies that Include the
participation of needy Individuals In the planning, conduct and evaluation of
their programs, and that provide maximum employment opportunities including
occupational. training and career advancement for suchi needy individuals.

Fourth, In the best of all possible worlds everyone would have a Jlob uniquely
suited to his desires, needs and skills. While not everyone will find such a Job
In the real world, TT.. I is a step backward from the goal of suitability first
enunciated in the President's original proposal and most recently endorsed in
the RihicolT-lBennett agreement of December, 1970.

T hope that the Administration will again support my "suitability" provisions
which define a "suitable" job with reference to the degree of risk to such indi-
vidual's health and safety, his physical fitness for the work, his prior training
and experience, is prior earnings, the length of his unemployment, his re-caustic
prospect for obtaining work based on his potential, and the 9vailablilty of
training opportunities, and the distance of the available work from his residence.

10. P?xpanded Public Service Emploviment
Our economy now hans over 5 million unemployed people w~ho are unable to

find work. It Is. therefore, foolishness to expect the private sector to be able
to provide a sufficient number of jobs for those on welfare able to work. Public
service Jobs of both a temporary and permanent nature must be provided at
no less than the federal minimum wvage.

My amendments would provide an authorization of $1.2 billion to create
public service employment for .300.000 welfare recipients, compared to H.R1. I's
$800 million for 200,000 such jobs. Unlike H.R. 1, federal support for these
jobs will not be phased out rapidly unless the Secretary of Labor determines
that the specific job Is of a temporary nature.



The public service Jobs under my proposal would provide meaningful work
In such fields as health, social services, public safety, environmental protection,
urban and rural development, welfare, recreation and education. In addition
public service jobs would be authorized In the field of criminal justice to provide
critically needed personnel In fields such as bail, parole and probation, cor-
re etions, half-way houses and juvenile homes.

Where appropriate, public service jobs would be required to provide some
on-the-job training, thereby enabling manpower programs to accommodate more
Individuals in a shorter period of time. This would also sift the focus of
manpower programs from taking the least skillful workers and putting them
In jobs without training to concentrating on job upgrading and development.

Ever, the funding provided by my proposal would provide a sufficient number
'of jobs at the outset. Therefore, the Secretary of Labor Is required to report to
Congress regarding additional funding needs whenever lie determines that 5%
or more of the needy persons available for employment are without reasonable
prospects of obtaining It due to:

(1) A local shortage of job openings which are suitable to the skills and
abilities of the applicant;

(2) Insufficient training or public service opportunities in thip locality; and
(3) A !ack of training which offers a reasonable prospect of employment.
The Secretary of Labor would also develop goals for on-tihe-job and institu1-

tional training, job upgrading and job development which would lead to regular
self-supporting employment for needy families. H~e would be aided by local advi-
sory committees which provide for representation by actual or potential partivi-
pants in the program.

Money put Into public service employment will benefit our nation In many ways.
It will provide meaningful work at adequate wages for the needy, thereby enduing
the cycle of welfare dependence, give fiscal relief to cities and states through
funding of state and local public service employment, and attack the social andi
environmental problems which are plaguing this nation.

11. Expanded and Improved Day Care Service
in Auigust of 190 President Nixon announced in his welfare message that
"The child care I propose is more than custodial. This Administration is comn-

mitted to a new emphasis on child developmentt in the first five years of life. The
day care that would be part of this plan would be of a quality that will help in
the development of the child and provide for its health and safety, and would
break the poverty cycle for this new generation."

Nonetheless, H1.R. 1 provides only $700,000,000 for an estimated 875,000 slots.
These slots will not even begin to provide child care services for Ohe 2.3 million
AFD)C children under the age of six (some of whomn are under age 3 and not In
need_ of day care under H.R. 1), the 2.9 million AFDC children bt'tween ages 0
and 12, and the 1.9 million AFDC children over age 12.

Moreover, the funds for the relatively few slots provided are Inadequate for
anything blit the most remedial custodial day care. The average 'Inount allocated
for each slot is $800. Yet, HE W's Office of Child IDevelopmnent has estimated that
tile cost of group child care in a day care center for children aged three to six
(whose parents would have to register for work under H-.R1. 1) would be $1245
at the "'minimal" custodial level, $1802 at the "acceptable" level and $2320 at the
desirable level.

I1I.R. I- also provides, only $50 million for construction of day care centers, even
though facilities are In such shortage that if every slot in every licensed] (lay (care
facIility and family (lay care hiome in the United States (638,000 p~la('es In 13,00
(enters and 32,700 family (lay care homes) were reserved for an AVD(' child
between the ages of three and six, there would be in excess of one million AFDC
children In that age group alone left over.

Thie President's commitment to early childhood dlevelopmient cannot be carried
out with words alone. Clearly it Is necessary to bring existing facilities in1to bal-
ance with the potential size of the clay care clientele. This can be a-ofi!: '

by expanding and enhancing day care programs and by shrinking time mmnmnblel' of
mandatory eligib~les for work and training registration who will need day ('are.
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The following chart describes the Federal Government's present day caire
programs:

FEDERAL INVOLVEMENT IN DAY CARE, FISCAL YEAR 1971

[includes part day and summcrl

TotalI
estimated Estimate

Federal number of
expenditures children

for child in child
Program care care

Title IV-A, Social Security Act (non-WIN) -------------------------- -------- $205, 199,000 197,479
Title IV-A, Social Security Act (WIN)--------------------------------------- 38, 000,000 117, 162
Title IV-B3, Social Security Act (IChild welfare services)-------------------- ----- 1,900, 000 20, 000
Title 1, Economic Opportunity Act (Concentrated em ploy ment program)-------------- 7,500,000 9,500
Title Il-B3, Economic Opportunity Act (Project Head Start):

Full year -------------------------------------------------------- 360,000,000 263,000
Summer-------------------------------209,000
Parent and cideners----------------------------------------------------------- 6,600

Title Ill-B3, Economic Opportunity Act (migrant and seasonal farmworkers) ----------- 1.400,000 2,000

Total --------------------------------------------------------- 613,999, 000 824, 741

Note: Does not include $59,400,000 spent for title IV-A, SSA, income disregard.

The amendment I propose, based on the Child Care Corporation concept devel-
oped by the distinguished Senator from Louisinna (Mr. Long), accomplishes
both tasks, shrinking the potent ial clientele by making registration optfional for
inothers with p~rechool children an1 exp~andling programs by providing I-lie
widest possible variety and maximum utilization of existing day cure services
to meet the specific desires and needs of day care users.

My amendment provides $1.5 billlion in Federal revenues for time Child Care
Corporation In addition to the $500 million in rep~ayab~le Treasury loans and
$250 million revenue bond authority provided by Senctor Long's proposal. M.~y
bill would also increase the construction authorization of H.RI. 1 from $50 to
$100 million. Up to $25 million would be used for training child care personnel.

This proposal modifies the proposal of the Senator from Louisiana by pro-
viding a stronger local voice In the development andl operation of (lay care
services, strengthening Federal standards, increasing funding levels and paying
all of the costs of child care for a period following employment.

My day care proposal would amend both the Internal Revenue Code and the
Social Security Act within the purpose of encouraging and facilitating the pro-
vision of child care services.

The Internal Revenue Code would be amended to Increase the amount of
child care expenses allowable as a deduction for Federal Income tax purposes--,
and to Increase the amount of Income a family may have and still be eligible
for the child care tax deduction. The limit on the deduction would be increased
from $600 to $1000 in the case of one child, and from $900 to $1,500 if there.
Is more than one child. The limitation on family income would be increased
from $6000 to $12,000.

The Federal Child Care Corporation established by my amendments would
be headed by a Board of Directors, consisting of five members, at least two of
whom would represent participant and community Interests, to be alppoinied
by the President, by and with the advice and consent of the Senate. One menu11-
ler of the Board would be designated as Chairman of the Board. Thec Boalrd
would establish an Office of Program Evaluation and Auditing to assure that
standards established under the bill for services and facilities are met, and]
thrit funds are properly used.

Rigid monitoring of standards will take p~lace. While my proposal will allow
private organizations to participate in the provision of day care. these gr-oups
will be watched closely to see that quality is not sacrificed for profit. The
penalty for providing false Information In order to qua Ifly and requalify would
be expanded to include a two-year ineligibility period following conviction.
After two years, the judicially reviewable corporation could make a determi-
nation as to the desirability of allowing the convicted party to resume opera-
tion under the Corporation.



Trhe Corporation could not provide or arrange for the provision of child care
in any facility which did not meet standards no less strict than the Federal
Interagency Day Care Requirements of 1908 updated by July 1, 1974 and Im-
p~rovedI to Include the Recommnendations of the Federal Panel on Early Child-
1hood by no later than July 1, 1976. The Panel would be required to develop its
Recommendations no later than January 1, 1976. The Corporation would develop
supplemental uniforms Federal standards where necessary. All standards would
fully p~reempt existing state and local standards, except that hearings would be
held wvith regard to corporation standards considered a state, locality, groupl,
or responsible indlividlual to be less protective of thme welfare of children than
those which would otherwise be imposed.

The duty of the Corporation would be to fully meet the needs of the Nation
for child care services by 1976. The Corporation would, through utilization of
existing or new facilities, ensure the provision of child care services In thle
communities of each state.

Child care services are defined in the bill to cover a variety of services In such
facilities as nursery schools, kindergartens, child development centers, play
group facilities, summer day care facilities, school age child care centers, family
day care bom)esC, night care facilities and others.

No fees would be charged to those registered for work training or for a year
following commencement of full-time employment. After this period the Corpo-
ration would charge a fee based on family size and Income for services provided,
all or part of which could be paid by any person or public agency agreeing to
pay. Fee schedules would be designed to encourage utilization of the most com-
prehensive form of day care services.

In providing services, the Corporation would be required to accord first
p~riority to those who are In need of services to enable a member of the family
to 'accept or continue In employment or participate in training.

Tro assure a strong local voice, all day care programs would have to provide
for development, administration, operation and review by a membership with
at least 25%1 of Its participants being parents whose children are presently In or
have In the preceding five years been enrolled In a day care program.

My proposal would allow up to 25% of the enrollment In any child care pro-
gramn to be composed of children of parents other than those who qualify for
federal benefits. Studies have shown that a socio-economic and racial mix of
children provides a better atmosphere for development of all children concerned.

In providing services within a community the Corporation would be required to
take into account any comprehensive planning for child care which has been done
and would be generally restricted in the direct operation of programs to situa-
tions In which public or private agencies are unable to develop ,adequate child
care. The Corporation would also have authority to provide advice and technical
assistance to persons desiring to enter Into an agreement for the provision of
services to assist them In developing their capability to provide services.

A National Advisory Council on Child Care would be created and expanded
to Include the Director of the Office of Economic Opportunity, and broadened
to eliminate the requirement that only one member of an assistance recipient
organization can serve.
12. Elimination of State Re8idenell Requirement8

My amendments eliminate H.R. I's residency requirements. The Supreme Court
has consistently held such requirements to be unconstitutional. The Court this
month reaffirmed an earlier case which found residency requirements uncon-
stitutional restrictions on the right to travel and a violation of the Equal Pro-
tection Clause. The Supreme Court found such requirements to be "Invidious
distinctions" between classes of citizens which cannot be Justified even for the
purpose of state welfare cost savings.

From a practical standpoint such restrictions have little effect on welfare
rolls or costs. A recent study In New York Indicated that the vast majority of
people who go on welfare do so only after several years of working at menial
Jobs or of living In crowded apartments of friends and relatives who have Jobs.
In fact, of New York State's 1.7 million public assistance recipients as of January,
1971, only 11,000 (mostly children), or less than 1%1 had gone on welfare after
living In the state for less than a year.
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13. Administrative Procedures and Recipients' Rights
EJxisting HEW regulations governing administrative procedures are generally

comprehensive and fair. Some provisions in H.R. 1 wvould unnecessarily alter
these regulations to the detriment of the needy or adld needless restrictions.

My amendments would remedy this situation as follows:
a. Termination of benefits

II.R. 1 would terminate benefits automatically unless a family submitted a
report within 30 days after the close of any quarter during which It received
benefits, containing any Information on Income and expenses necessary for de-
termining what the correct amount of benefits should have been. In view of
Goldberg v. Kelly (397 U.S. 2-54 (1970) ) which invalidated arbitrary terinla-
tions of payments without hearings, the automatic cut-off provisions of H.R. 1
rest on tenuous constitutional ground. As Goldberg pointed out:

"To cuit off a welfare recipient in the face of . . . 'brutal need' wvlthoiit a prior
hearing of sonmc sort is unconscionable, unless overwhelming considerations jus-
tify it . . . Against the unjustified desire to protect public funds must be weighed
the individual's overpowering nee(l . . . not to lbe wvrongfully deprived of
a ssistance."

Since 46% of all (lispuited welfare administrative payment determination are
reversed after hearings, the onus of administrative mistake, when It manifests
itself ats a wrongful eligibility determination, should not fall on eligible but
wrongfully rejected applicants who may literally starve while awaiting a hearing.

I will therefore reinsert the Administration's original language for H.R. 1,
which assured continued welfare payments while hearings were held to settle
disputed claims. Such a change would protect legiti 'mate recipients from the
disaster of a total cut-off while 1allowving the Secretary of Health, Education, andl
'Welf are to use his power to bar patently frivolous claims.

b. Written opinions required,
My amendments would require that a written opinion detailing the reasons

for a hearing be submitted promptly to the..claimant. Recipients, whose very
lives may be at stake, should 'not be subject'to the whim or caprice of an im-
personal adlministrative bureaucracy. All rights and responsibilities of welfare
recipients should be clear and. justifiable.

e. Right to counsel
Every claimant would be assured of the right to counsel of his own choosing

by my amendments, assuring recipients that they could rely on the Increasing
number of welfare "lay advocates"-non-lawyers who have specialized In both
the legalities and practice of welfare law. These people serve without charge and
have enabled many recipients; to oope with the bureaucratic welfare maze on a
more equitable basis.

The broad language of H.R. 1 limiting representation In welfare hearings to
those who possess certain undefinable qualltieg of character and reputation may
easily be used to prevent participation In the hearing process by members of
groups organized to aid welfare recipients.

d. Standards for hearing' eaminers
H'.R. I's provision waiving standards for welfare hearing examiners would be

eliminated under my amendments. There is no reason why such an examiner
should not be as Qualified as any other examiner.

e. Income reporting
Under the plan proposed by the President in his original Family Assistance Plan

and adopted by the House in April of 1970 an equitable system of determining
eligibility and payment levels would have been established. The basis for welfare
payments would have been the estimate the Secretary of Health, Education and
Welfare made of the Income a family would have during each quarter. For future
payments, this estimate could be redetermined as the Secretary became aware of
changed circumstances.

My amendment will reinsert the President's original language. There will re-
main an obligation on the part of the welfare recipient to report changes in circum-
stances affecting need and eligibility In any event, thereby making H.R. l's man-
datory quarterly reports of Income superfluous.
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The harsh $25, $50 and $100 penalty provision for failure to file Income reports
would also be stricken from the bill under my amendments. The provision is indis-
criminate since penalties apply for failure to file even in cases where a failure
to furnish Information results In receipt of lower benefits than a family is
entitled to.

f. Reregistration for benefits
H.R. 1 requires recipients to reregister every two years to allow HEW to review

aist study the problems of the long-term poor. My amendments would place thle
burden on the Secretary to take the time to select these cases for study rather
thanflin the recipients.

&' Stepparent liability
Mly I)rtkosal would eliminate HI.R. I's provision which makes stepparents of

PAP chilaieii liable for support payments, apparently under the assumption that
the stel)l)artqts' income is available to the entire family. This will only encourage
steppartients ti leave home to enable the family to receive benefits. This regressive
pr1ovlion encO~ages family dissolution and lin reality leaves the mother to pro-
vide for the fa mxy by herself.

HEW's regulatnis now require that nonavallable Income of a household not
be attributed to a A~nily unless that person is liable under a state law of general
aplicability for tl1Cupport of someone In the family. My proposal would follow
thle HEW regulation hixd eliminate the legal fiction, held unconstitutional In 1970
by the Supreme Court~n Leii v. Martin (397 U.S. 552), that the Income of a
stepfather or "manl assiing the role of spouse" was available to the entire
family. Under current la%) i all but one state a stepfather need not support his
wife's children unless he a%,pts them. A harsher rule will act as at disincentive
to marriage and family stabity. Nothing more should be done to undermine the
social structure of this society.

k. Income calculation
One of the little known but Inqtal provisions in H-.R1. 1 concerns the method

for determining the amount of benefits. Under the current Social Security Act,
playmnents are to be based upon currelP, needs. This has been Interpreted In present
HEW regulations to mean that In dItermining benefit levels and the level of
family income "only such Income as is actually available for current use on a
regular basis will be considered, and oniv currently available resources will be
considered."

Unfortunately, H.R. 1 budgets for famries are not computed according to
current need. They are comptel on a quart~.ly basis and any income, In excess
of exempt Income, received durlag the previots three quarters Is to be deducted
f romn benefits due for the current quarter. Ths kwans that upon becoming eligible
for assistance, a family wvill be presumed to ha-te saved all Income for the past
nine months in excess of payment., evels, In anticipation of entitlement for bene-
fits. A family thrown out of wvoi will thus hax,9 to wait up to nine months
before It becomes eligible for any layment, regardless. of ablt tome urn
needs. blt ome urn

Other versions of the Family Atsistance Plan Intended income to be based
onl current quaterly reeds with Secretarial discretion to reallocate Incomle by
period in order to provide a more ckutable method (,f accounting. My amend-
ment will restore the original langtiageof PAP.

iL Simplified eligibility decla?-atirn
IMy amendments will provide for a gniplified declaration process of need to

determine Initial eligibility. Welfare frfud Is present for less than 1%1 of all
recipients, a figure commensurate with 'ite collar crime. Furthermore, HE W
studies have demonstrated that the 111111111,s saved by a simple declaration proc-
ess far exceed any menles disbursed to inqllxible recipients.

A simplified declaration does not mean tfre will be no checks onl eligibility.
The new procedure uses a simple, objective f6rm to be filled out by the applicant
which Is used by the Egency to determine Iitial or continuing assistance eligi-
bility. This replaces tie detailed, tle-consmx~ng caseworker study of each in-
dividuial situation that was formerly used. These inquiries often entailed col-
lateral Investigations Involving cases not related to t~e financial situation of the
applicant and the need for a money payment. J119t hs Is the case with federal



tax returns, applications will be selected for audit to assure compliance with all
the regulations for eligibility.

The simplified declaration Is not a new Idea. Several states have a simplified
method for all public assistance programs and the evidence, according to the
Public Welfare Reporting Center of the National Study Service, is that the
systems, properly developed, work well and meet the objectives of simplicity, effi-
ciency and economy and full respect for the rights and dignity of applicants for
assistance.

The Federal Government has also already experienced success with a slii-
fled declaration method, first when Medicaid was expanded by many state' to
include the "medically indigent" and secondly in the requirement of Its unc for
services provided under the Work Experience and Training Program uiidi' Title
V of the Economic Opportunityv Act.

j. lnC1118ion of migrant workar8
A family Is defined In 11.11. 1 as two or more related persons li~aig together

in a place maintained by one as his or her home, who are U.S. residents and one of
whom is a citizen or permanent resident alien. The definition "paiiitaiiied as a
hiome" is expanded and clarified under may amendments to asa , that i giant,
and others of unfixed domicile are not excluded under a rigi Interpretatioil of
this section.

ft. Coverage for poor 8tudeflts
Another arbitrary definition absolutely excludes any fpnily whose head is anl

undergraduate or graduate student "regularly attendlngdl college or university."
This arbitrarily prevents any recipient from pursuinp'a higher education, even
though within a brief period his or her earnings potAtial would rise far above
dependency levels.

Denying this segment of the population assistance for a period which Is cer-
tain to be of short duration serves no purpose .nd may prevent an individual
from completing the education necessary to compete successfully in American
society. The exclusion would even exclude trim eligibility a family head who
might be working or willing to work full~tpie and study part-time, at his own
expense, on a scholarship, or even at a f-ee public institution.

Current aid programs do not precludc college attendance. Under the WIN
program, for example, recipients can re1plarly attend college under an adminis-
trative determination that this is the I-st llemplyability" plan for them. To as-
sure that assistance Is based exclusively on need, my amendments would elimi-
nate this arbitrary exclusion.

1. Uniform a8818tanmce for allneedV Amer~can8
Additional provisions I am Iniroducing mnate FAP eligibility and reporting

requirements more akin to adulk category giAelines. The Secretary of Health,
Education and Welfare will be required to delelop a single, uniform and simple
eligibility determination for all public assistance recipients, whether In the
"adult" or "family" category. is report ant recommendations will be sent to
Congress no later than Januiry 1, 1974.

14. Elimination of Di8crimlinatory ProvliiflS Again8t Pserto Rico and Other
U.S. Pos8es8on8

Under H-.R. 1 grants to welfare recipi its in Puerto Rieo, the Virgin Islands
and Guam are substantially lower than in the rest of tha United States. Pay-
ments are only required tobear the me ratio to PAP as the ratio of per
capita Income of these Insular entities nears to the lowe;mt state per capita In-
come. For example, If per capita incdne In these territcries Is three-fifths of
Mississippi (lowest In state per cairta income), welfare payments would be
three-fifths of $2400 for a family of four, or $1440.

Ironically, the cost of living 11) tiese territories Is hIgh~r than In most parts
of the U.S. Living costs In the Virgin Islands are 20 tc 25%1 higher than in
D.C. and In Guam they are 18% liigber.

The average annual per capita personal Income In Puerto Rico Is only one-
half that of Mississippi, the pocrest of the 50 states, bat Puerto Rico's cost
of living Is at least 10%1 higher than In the United States. While H.R. 1 gen-
erally attempts to equalize welfare payments between the states, these onerous
provisions for territories in effect mean that the greater the poverty, the less
we will do.



The argument that higher levels of assistance would put a majority of the
territorial populations on welfare and cause a "regional dislocation of the
economy" is frequently used to justify special treatment of an Island such as
Puerto Rico. "Regional economies" and avoidance of disruption of the economic
system mean little to the Puerto Rican family of six headed by an incapacitated
father receiving $67.60 per month plus $1.25 per child and some food supple-
ments or to the female-headed family of four receiving $46.20 per month, $1.25
per child and some food supplements.

Equitable welfare reform means providing assistance based on need, not
on a tradition of living In tropical squalor. My legislation will allow the U.S.
possessions to participate in America's welfare system on the same basis as the
50 states.
15. Protection of Emtployee Rights

This amendment would protect accrued rights of state and local government
employees and aid them In obtaining employment. While this amendment does
not freeze every welfare worker in to the new welfare system, It provides pro-
tection for the accrued rights of workers "federalized" under the Family ASSis-
tance Plan and assistance in obtaining new training and employment for those
who do not continue employment under this legislation.

As the Federal Government assumes responsibility for the welfare system in
America, it must be careful not to create a situation In which the administrators
of the old welfare system become potential recipients under the new system. At
least 90,000 public employees who presently perform the administrative func-
tions under the current welfare system must be protected.

My proposal would provide protection of collective bargaining rights, salary
levels, pension rights, seniority rights, credits for annual leave, and other terms
and conditions of employment for those employees transferred to the Federal
program.

Such protection has traditionally been provided by Congress, most recently
In the Rail Passenger Service Act of 1970 which guaranteed employees' rights
under the new ly created AMTRAK Rail System. Broad protection of employees'
rights and benefits was also assured in the 1964 Urban Mass Transit Act.

Inevitably, a reformed welfare system will need fewer employees to administer
It. For those employees who are not "federalized" my amendment will assure
employment by the Federal or State 'Government and pay for funds for the
training necessary to carry out this purpose.

The CHAIRMAN. Senator Bennett?

OPENING STATEMENT OF SENATOR BEN"r

Senator BENNETT. Mr. Chairman, T have listened to these state-
ments with a great deal of interest and I can ally myself to a certain
extent with both of them. I think this committee has a fundamental
responsibility to face the problems that ha~ve been described and we
have a moral responsibility to provide opportunity and the necessary
skills if they are involved to make it possible for many of these people
11ow on welfare to work for their own support.

We are also going to focus much of our attention-most of it, per-
Imps-on the family assistance program and we need to remember
that one of the objectives, maybe one of the most fundamental objec-
tives, of that program is the betterment of life for the children who
aire caught in that situation. So we must be concerned with programs
which will, to the greatest extent possible, give these children an oppor-
tunity to work out of the subculture in which they find themselves and
not carry their own children back into it, as some of their parents have
done, either willingly or have been forced to do.

Now, I think most of us agree that the present welfare system is
bad. It is bad for the people on welfare because it tends to keep them
on the rolls indefinitely instead of offering them a chance and help



to work their way toward self-support. And many of these people.
for them it is apparent that welfare has become a way of life. But
the sy1stemn is also unfair to millions of families whose earnings are
also low, in many cases even lower than the welfare payments they
might get, but who are not eligible for any help because someone in
the family is working. These working people, some of whom are tax-
payers, see increasing amounts of money going to the people on wel-
fare who are locked into dependence instead of working to help them-
selves. Small wonder that taxpayers are bitter, and I think that to
many low-income people who work and pay their taxes, it looks as
though people idle on welfare have it much better than they do.

Not only is the system hurting the peCople, but the States ate suffer-
ing as well. We hear of mutin costs of welfare progra 9ms to the
States and these costs arembad. MVany States are in seripus financial
difficultiesI to which they can see no end unless the Federal Govern-
mnent can find some way of helping them. And most of the rest are
looking forward to similar money problems in the immediate future.

An equal problem for us in Congress is this question of Federal costs.
Under the present welfare system, the Federal Government pays ap-
proximately 50 percent of the total costs, but has almost no control
over how those costs are spent,. Under the law, a State can spend any
amount it chooses on its welfare program. Some States are so poor that,
they pay less than half of what the family needs to live on. For in-
stance, for a family of four in one of the poor States, the standard is
$232, but the State only pays $60.

On the other hand, if a State has mopecy enough to pay its share of
the welfare costs, it can force the Federal Government up to any height
it selects and thus raid the Federal Treasury for any amount it chooses.
The Federal Government' can no more control such expensive costs
than it can influence the increased payments that are too small for the
truly needy. Whatever the amount set by the State, we must at least
pay half the bill.I

We have seen many suggestions for change, especially during the last
10 years. In 1969, the President's Commission recommended many of
the remedies that are incorporated in the present bill. And since then,
there has been mounting support for these recommendations.

The chairman made a very strong statement this morning about his
determination to get as many of these people as possible at work, and
T jo01inmany in that. I think we can develop a system to make that
possible inside the framework of the present bill. And I am certainly
goi ngc to work, Mr. Ch airman, to that end.

I share his concern and his feeling of, maybe, frustration at the
ability of Congress to get at some of these problems. But under the way
the Senate Finance Committee has to operate, we must wait until the
House sends us a bill and provides us a vehicle. They have sent us a
bill. Now I think we can solve as many of these problems as we are
capable of solving. inside that vehicle, rather than scrapping it and
starting over again.

Since my election to the Senate 20 years ago, I cannot remember
another piece of legislation whose time had so definiitely come. I be-
lieve there is almost complete agreement that we must. have a drastic

chng iouwefrsystem and to have it soon as p~ossiblIe. A s T have



said, I think we can certainly work inside the framework of this bill
to improve the system and solve our problems, but to me, to oppose it
in total is unthinkable. That's in effect supporting the present system
which all of us, I think, are finding unworkable and unacceptable.

M.r. Secretary, before you begin your testimony, I would like to
express my appreciation of the e'xceilent staff resources your Depart-
ment has made available to us and our staff and on the theory that
gratitude is a lively sense of favors still to come, I would like to ex-
press my gratitude for the assistance we are going to receive as we work
on the deails of this bill in the weeks ahiead. And I would like to ex-
press special appreciation to you personally for your willingness to
work with the committee and your helpfulness in our efforts to improve
and strengthen this bill. I think working together, the Department and
the committee can turn out a bill which will come fairly close to the
objectives the chairman has stated and those that Senator Ribicoff has
stated.

Thank you, Mr. Chairman.
The CHAIRiMAN. Are there any further statements the Senators care

to make at this point?
Ilam pleased t~o recognize Senator Chiles is also with us.
Senator, we are pleased you are interested in this measure.
Mr. Secretary, now that we have gotten off our chests what we

wished to say for beginners, we are ready to hear what you have to say
in its entirety, and I would urge the Senators not to interrupt you until'
you have finished your statement.

STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY HON.
JOHN G. VENEMAN, UNDER SECRETARY; HON. ROBERT M. BALL,
COMMISSIONER) SOCIAL SECURITY ADMINISTRATION; HON.
HOWARD NEWMAN, COMMISSIONER~, MEDICAL SERVICES ADMIN-
ISTRATION; AND HON. STEPHEN KURZMAN, ASSISTANT SECRE-
TARY (LEGISLATION)

Secretary RICHARDSON. Thank you very much, Mr. Chairman and
mnemnber s of the committee.

I am accompanied this morning by Mr. 1-Toward Newvman on my
extreme left, the Commissioner of the Medical Services Administra-
tion; our new Assistant Secretary for Le islationonmimeat
left, Mr. Stephen Kurzman; on my 1mme t onht mye imediae
retary, Mr. Veneman, who, of course, is %Nierighnt ths UndermSe-
tee and who has been working on this legislation from its inception
and through all its committee consideration; and, of course, well-
known to you, on my further right is teCmisoe fSca
Security, Mr. Robert M. Ball. teCmisoe fSca

Today, Mr. Chairman and members of the committee, this distin-
guished committee begins hearings on H-.IR. 1, a bill which the I3resi-
dent has called **the single most significant piece of social legis-
lation to b)e considered by the Congress in decades." I certainly join
with the distinguished Senator -from' )tah, the ranking Republican,
with the conviction that this is indeed a bill whose time has comne.



Certainly, at least, it is true that its enactment is urgent f rom the p)oinlt
of view not only of all those who are now onl the welfare rolls, but of
the States, local governments, and taxpayers generally.

H1.R. 1 would significantly affect, virtually every mnan, womian, and
child in the United States. It protects current and future social se-
curity recipients with a cost-ot-livino- escalator which automatically
increases benefits as prices increase. Tt would replace the 51 current
Federal-State, programs for the needy aged, blind, and disabled by
creating a totally new, modern national program. with uniform bene-
fit payments administered and financed by the Federal Government.
It provides for liberalization of the retirement test and increased
benefits for widows under social security and for more effective cost
controls in medicare and medicaid. It also has provisions which will
allow medicare and medicaid recipients. to choose to receive health
care through a health maintenance organization, aI comprehensive pre-
paid plan.

But by far the most significant and the most needed provisions of
-I-1R. 1 are those whichl 7.0 orni the family welfare system and replace
it with a new national program.

The current situation under 54 separate State programs of aid to
families with dependent children (AFDC) has become intolerable to
both taxpayers and recipients alike. During the decade of the 1960's,
the AFDC rolls increased by 4.4 million people, a 147-percent increase.
During that time, total Federal, State, and local costs more than
tripled. In the year following the President's initial call for welfare
reform in August 1969, the rolls increased an additional 50 percent.'
From April 1970 to April 1971, the latest date for which figures are
available, the number of recipients increased by 27.9 percent, while
costs rose 36.2 percent. Today, more than 10 million people are receiv-
ing AFDC assistance. From March 1970 to March 1971, cost increases
accelerated at an alarming rate in almost every State, whether pre-
dominantly rural or predominantly urban: For example, in Nebraska.
costs rose 46.6 percent; in Colorado, 77 percent; and in Illinois, 58
percent. Nationwide, we now spend more than one-half billion dollars
each month on these programs.

These exponential increases alone make an overwhelming case for
replacement of the current welfare nonsystems. But these have not been
the only costs. As the House Committee on Ways and Means Report
stated, succinctly and powerfully, the current programs are charac-
terized by:. (1) 'A large and g rowing lack of confidence on the part of
the taxpaying public that assistance goes only to those who need it and
does not go to those who are indolent or ineligible; (2) understandable
bitterness from those who must depend for help upon a system that in
too many cases extracts self-respect as the price of its benefits; (3)
hopelessness from those who have been trapped in a life on the dole,
from which the possibility of escape seems remote; (4) contempt from
those who all too easily obtain undeserved benefits from an antiquated,
unstable and lax welfare bureaucracy; I might add at this point, Mr.
Chairman, that this characterization, of course, while valid for some,

I On August 5, the Department of Health, Education, and Welfare Informed the Committee
that this sentence should have stated that the 5e-percent Increase occurred over the iS-miouth
period following August 1969, rather than over the i-year period.



fails adequately to reflect the devotion and capacity of the many able
State administrators who are more victims of the existing system than
villains; (5) a crazy-quilt pattern of benefits and eligibility require-
ments that makes little sense in a highly industrialized and mobile
society; and (6) incentives for more an d more welfare, less and less
work, aiid for family disintegration.

Tfhe impIact of all these factors led to the development of the Presi-
dent's original welfare reform proposal. Basic to that proposal were
the following principles,: (1) There must lbe strong incentives for
people to work. (2) All needy families with children, including the
working poor-, must be covered. (3) There must be uniform nation-
wide eligibility standards. (4) A miiinum federally finance([ income
floor must be established. (5) rlaininig, job opportunities, andl child
care must be provided so that recipients canl qualify for, and accept
employment.

Mr. Chairman, the legislation before your commtiittee today has
received exhaustive consideration. Last year, the House Committee
onl Ways and Means and your distinguished committee studied it
thoroughly. When the 92d Congress convened, the Ways and Meanis
Committee asked the administration to reanalyze the legislation inl the
light of the criticisms this committee had made. During te intervening
months, every provision of the bill has been caref ully scrutinized with
our assistance by the Ways and Means Committee. The product of
this comprehensive study and deliberation is now before you for youi-
consideration.

As it comes to you today, H.R. 1 embodies the basic principles of
welfare reform in the President's original proposal. It also meets the
concerns this committee expressed last year. Taking those concerns
into account, the Ways and Means Committee and the administration
sought to achieve the following objectives:

(1) establish Federal responsibility for a minimum level of income
maintenance, provided so as to improve Federal1-State relationships
and to afford significant fiscal relief-to hard-pressed States;

(2) fix accountability for program integrity through separate ad-
ministration of programs for those able to work and for those who
cannot work;

(3) create'work requirements and incentives for those able to work;
(4) provide penalties for those who refuse to register or accept train-

ing for work;
(5) build in correctives against fraud and other abuses;
(6) supply remedies against parents who desert their family re-

sponsibilities; and
(7) remove inequities and disincentives created by the loss of sub-

stantial benefits by reason of the earning of one additional dollar: the
so-called "notch"' problem.

All of these objectives have been achieved in JIR. .

IMPROVED FEDERAL-STATE RELATIONS PS

Last year, the bill called for a federally financed payment floor of
$1,600 for a family of four which has no earned income, Federal
matching of State supplemental payments, and foodI stamps for those



eligible. Hi.R. 1 cashes out food stamps for families and eliminates the
Federal sharing of State supp)leinentaI paymneits and instead increases
the Federal income floor to $2,400, with a ceiling of $3,600 for families
with eight, or more members.

These changes achieve a number of related and important objectives.
The President's income strategy is designed to provide the poor with
what they need most to get out, of poverty: Money. This administra-
tion wants to get away from demeaning, restrictive in-kind benefits
which prevent, rather than foster, independence. The substitution of
cash payments in lieu of food stamps helps develop freedom of choice
and individual dignity, two basic human characteristics which should
not be affected by economic status.

H.R. 1 also improves Federal-State relationships by changing the
respective roles of the different levels of government and assigning

specific responsibilities to each. Consistent with President Nixon's New
Federalism, the division of responsibility in HJ.R. 1 assigns functions
to the level of government which can best perform them. The basic
responsibility for income maintenance is assigned to the Federal Gov-
ernment, which has demonstrated its payments capabilities in pro-
grams such as social security. The basic responsibility for delivering
vitally needed supportive social and family services is assigned, witi
financial and technical assistance from the Federal Government, to
the States and local governments because services can most, effectively
be provided, at the levels of government closest to the people servedI.
States maty, of course, supplement the Federal income base, but if they
do, they will pay 100 percent of the cost. No longer will the Federal
Government be in a situation in which it must match expenditures
determined solely by the States. No longer will the Federal Govern-
ment be required to monitor, in every detail, each State's compliance
with Federal statute and regulations.

As a consequence of this change in design, considerable fiscal relief
is afforded the States, most of wiich have been faced with skyrocket-
ing costs, shrinking tax bases, and rebellious taxpayers. This
relief is a result of the Federal Government financing complIetely the
basic payments floor, assuming the administrative costs of a State's
supplemental payments program if tim States elect to have the Fed-
eral Government administer it, and holding States "harmless" for
increasing costs by reason of increases in caseloads. This last provision
is an insurance policy for the States against increasing costs and case-
loads and is a powerful financial incentive for the Federal Govern-
ment to get people off the welfare rolls and into long-term jobs.

Through the "hold harmless" provision and the F ederal assumption
of administrative costs, H-.R. 1 would limit State expenditures to the
amount spent for all maintenance benefits in calendar year 1971. As
a, result the States will receive fiscal relief totaling at least $1.6 billion.

ACCOINTiXBILITY AND DIVISTON OF EXECUTTIVE BRANCIh RESPONSIBILITY

TI-R. I mandates the separation of needy f amilies into two Igroups,
those, with an employa9ble a1duilt and thioqs wi thoutq n emiloyaI) e adult.
The program for the former group. the Opportunities for Families
program (OFP), would be administered by the Department of Labor,



which is highly experienced ill job training, other Cfll1 )loyabJility serv-
ices, placement and the upgrading of skills The progyraiii for t lie latter
group, the Famnily Assistance Pla n (FAP) , would be administered by
the D)epartment of 11ealthi, Education, alid Welfare, with its experi-
ence, in family~, social, and rehabilitative sei-vices. The separation wvill
enable each departimeit to focus its efforts on providing the particu-
lar services and assistance inost, a)rppiate to the group it serves.
Where a single service is common to boIi roupls, Such ais vocational
rehabilitation, there is authority for eachl department to insure pr1o-
vision of the service where needeil.

These cha nges will fix responsibility ivithin the executive branch.
No longer will it be possible for one agency to blame another for
failure to achieve goals established by the Congress.

Turning now to workfare, which, of cour-se, as your opening state-
ment has emphasized, is a particular concern of your own and of this
commiittee, I think it is faiir to say that many of the changes that
have been Made in the current legislation received their impetus iiot
only from the hearings of this committee last year but from your
very fruitful meeting within Senator Bennett and thev President at, the
end of last, year, looking toward new le~g~slation awd new hearings
in this Congress.nI

Last year, this committee urged that there be included in the bill
stronger reqluirements almid increased incentives to sure that those
able to work will work, lH.R. 1 has both of these. The new program
for the emiployables differs significantly froin the current WIN pro-
grain iii that the decision as to the aippropriateness for referral is not
le~ft to the discretion of ai social worker. Sec'ton 2t11(b) of H.R. 1
specfies that "Any individual shall be considered to be available for
emll,?oyinent . "unless hie or she fits into oue of five limited cate-
gories of exemption. Thus, the decision as to whlo i-egisters for work
is Prescribed in the Federal statute.

HI.R. 1 also contains strong financial incentives to work. The first
$720 of annual earnings, plus one-third of the remainder, would be
retained by the family. A person who works will always be better off
than a person who does not work.

The single greatest work incentive in H.R. 1 is the equality of treat-
mnent afforded families of the working poor-those with a male family
head who works 40 or more hours a week, 50-52 weeks a year, but can-
not earn enough to lift his family to a minimum economic level. Under
current law, these families are not eligible for any federally financed
cash assistance benefits. The result is a financial incentive for working
fathers to desert so the family will qualify for AFDC.

Simply stated, Mr. Chairman, the question is whether meaningful
incentives can be provided for work and family stability without ex-
tending coverage to the working poor. As you study this issue, I amn
confident that you will conclude, as we did, that without such coverage
meaningful work incentives simply are not possible. To reward wnrlk
is integral to the vitality of our national economy; to prevent the
erosion-of the work hicentive, we must do everything we can to insure
that a person is always better off working than not working.

H R. 1 would also end ,another serious work disincentive of the cur-
rent family welfare system. Under present law, an AFDC mother (or
father, under the AFDC-unemiployecl father program in the 23 States
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which have AFDC-UF) rmust reduce earnings below the State need
standard to become eligible for assistance. After establishing eligi-
bility, the recipient can then earn up to the State break-even point and
still receive assistance payments and f ull medicaid benefits. An identi-
cal family living next door, with identical earnings which have never
dropped below the State weed standard, is ineligible for either ain
assistance payment or meicaid benefits. This inexcusable inequity
creates an incentive to stop work or to reduce income for a time in
order to become eligible foi' benefits. It penalizes the family of the
wage earner who continues bto work. It contributes to taxpayers' resent-
ment and social polarization in our country. H.R. 1 eliminates this in-
equity entirely, by treating all families with earnings below the break-
even point exactly the same way.

The bill incorporates every known method for assisting people to
become employable. This, of course, is central to the interests and con-
cerns which have already been expressed by yourself, Mir. Chairman,
and by Senator Bennett. I would underscore here that, to the extent
that there are fair and feasible methods of assisting people to become
employable rather than remain on the rolls which are not incorporated
in this legislation already, we will certainly work with the committee
to assure that they are adopted.

But I think it is fair to say that the combined result of last year's
hearings, the reconsideration of the bill within the executive branch
and reconsideration by the House has been to put into the bill every-
thing which seemed to us both fair and workable.

For example, this year there is authority in the legislation itself
to create 200,000 public service job opportunities during the first
year, at a cost of $80C million. This complements the authority for
225,000 training opportunities already planned. These public service
jobs will povide employability development for entry into perma-
nent jobs in republic or private sector. H.R. 1 provides a first-year
authorization of $540 million for the wide range of manpower serv-
ices needed to get people employed, including testing, counseling, job
orientation, institutional and on-the-job tra ,ining, work experience,,,
skill upgrading, job development, relocation assistance, placement,
and followup services. Secretary Hodgson, will, of course, be pre-
pared to deal in detail with the manner in which the Department
of Labor would administer these provisions of the bill.

H.R. 1, in addition, specifically provides for the treatment and re-
habilitation of needy persons suffering from drug or alcohol abuse.
Where a treatment program is made available. to an employable fam-
ily member who is an addict or alcoholic, his assistance payment will
be denied unless he participates in the treatment program.

The Department of Labor's program for employables also includes
a specific allocation of $100 million for other supportive services, such
as transportation and minor medical treatment. These provisions
remedy one of the principal criticisms leveled at the Current WIN
program.

Similarly, the new thrust to get people off the welfare rolls and
onto payrols includes a major new authorization to provide child
care. II.R. 1 -provides a new authorization of $460 million for day
care: $410 million for necessary day care. plis an additional $50 mil-



lion for renovation and constructior of da care facilities. This is a
$92 million increase from the amount autorized in the legislation
you considered last year. Taking into account existing authority, a
total of $750 million would be availane for child care during the first
futll year of the program. Additional child care purchasing )ower is
provided by a disregard of up to $?,000 of income spent lo4r child
care, which, of course, would mean x substantial additional amount
of money available for the purchase )f day care, and by increases in
the maximum amounts deductible from taxable incoiie for child care
for those who have sufficient income.

Experience under the WIN progrim indicates that many women
have left training and employment die to unwanted pregnancies. We
also know that there are direct correlations between family size and
poverty. HI.R. 1 requires the Secretar-r of Labor and the Secretary of
11KW to offer family planning services to those receiving benefits
under the family programs. These serVices, which, Of course, would
be voluntary on the part of the mother, will be provided at 100 per-
cent Federal expense and will enable iiany mothers to complete train-
ing programs and remain in the labor force.

WORKFARE PENALTIES

Last year's bill was criticized for inadequate penalties for those
who ref used to register for work, rehatilitation, or training. H.R.. 1
provides for an immediate loss of $80) and a prohibition against
assistance payments to anyone who refuses to register for or accept
training, rehabilitation, or work. The $800 penalty is a $300 increase
from last year's provision.

Furthermore, II. R. 1 allows the payments for the family to be made
to a person other than a family member or an agency interested or
concerned with the welfare of the family. The penalty for refusing
to register could also be extended on a pro rata basis to State supple-
mentary payments administered by the Federal Government. To-
gether, these penalties and prohibitions com stitute effective sanctions
against those who refus~e to help themselves, escape from poverty.

CORRECTIVES AGAINST FRAUD~ AND ABUSE

Last year it was argued that there were imnufficient assurances that
the new program would be tightly, effectively. and efficiently adminlis-
tered. H-.R. 1 provides a legislative directive to establish an honest
system that will assist those in need and be protected from those who
seek to cheat or defraud by "playing the sy-stem." The maximum
amount of earnings which can be disregarded 1i the calculation of the
assistance payint is significant in this respect. The bill limits to
$2,000 for a family of~ four (and an absolute lin'mit of $3,000 for fam-
ilies of nine or more) the combined total earned income exclusion from
.student earnings, irregular earnings, and child care costs.

As we plan for the administration of the program, we are confident
that the provisions iE H.R. 1 will permit us to guarantee its integrity.
There will be no simple declaration method pennitted in the deter-
mination of eligibility for the family programs. Birth cer~tificates and



other suitable and convincing evidentiary materials will be required.
An intensive initial interview %~ill be required when an application
for assistance is filed. Each member of a family will be identified
by a social security account nuriber. We will thus be able to make
extensive use of computerized cioss-chiecks against the records of the
Social Security Administration vid other Federal agencies including
the Internal Revenue Service. A systematized, computerize( payments
process will enable us to verify earnings and to avoidl duplicate
payments.

We intend to guard against f riud not only in the initial application
process but throughout the enfire program. Specific items, such as
earnings, which are capable of verification by a comparison of records,
would be subject to 100-percent verification; in addition, a scientifically
sr'lected sample of eligibility applications would be reviewed in all re-
spects by specially trained unuts located in the field and at head-
qunarters. Assistance to all families will be scrutinized automatically
through the requirement of reapplication every 2 years.

H.R. 1 also provides stiff crininal penalties for fraud. Any individ-
tial who knowingly makes a false statement or representation in
applying for benefits, or continies to receive benefits fraudulently, may
be prosecuted and, upon conviction, fined up to $1,000 and/or impris-
oned for uip to 1 year.

DESEITINO PARENTS

In last year's bill a desertig parent was made liable to the Federal
Government for the full Fcderal share of any assistance payments
made, to his family during that time. The Secretary was authorized
to collect any obligation owedl by the parent to the Federal Government
for benefits paid to the family by offsetting those amounts from any
other payments of any sort due the deserting parent from the Federal
Government. These provisions are retained in H.IR. 1.

In addition, H.R. 1 stre-ngthens the sanctions by defining the cross-

ing of State lines by a parent to avoid his family responsibilities as a
Federal misdemeanor. It also increases from 50 to 75 percent the
Federal share of the ecst of establishing paternity and securing
support from parents and adds a new clause which provides for secuir-
ing support for a parent deserted by the spouse.

NOTCHES

One of the major criticism, directed at last kear's bill ais this com-
mittee well recalls, was that it was not fully integrated with other
Federal assistance proo-rams which help some of the same people, with
the result that "notches" occurred. A "notch" comes about when a sub-
stantial loss of benefits results from the earnings Df an additional dollar
of income. Such a loss may prove to be a disicentive for people to
earn more. H.LR. 1 clintinates the "notches" resulting from the current
food stamp and medicaid programs. The food Otainp notch has been
flattened by the "cas~i-out"l provisions, which eliminate food stamps
eligibility for those eligible for cash payments.

We believe the beet solution to the medicaid iotch is embodied in
the adilainistration's family health insurance proposal, which as you
know, has been introduced by Senators Bennett, Jordan, Hansen, Fan-
nin, and Griffin. However, the I-ouse committee adopted as an interim



measure a provision for a deductible varying with income. This provi-
Sion, referred to as a spend-down, was one of several altrnatives we
suggested to the committee in response to their request for technical
assistance.

The public housing notch, which, at the most, could affect only 7
percent of AFDC families, was not considered by the Ways atid Means
Committee since it does not have Jurisdiction over public housing legis-
lation. However, the administration's housing amendments of 1971,'which scale rent to income, should end any disincentive to work re-
sulting from this notch. I understand, Mr. Chairman, that hearings
are scheduled on these, amendments early in August by committees in
both the Senate and the H-ouse.

I would like now, Mr. Chairman, to summarize some of what I
have said anid to outline the cost consequences of H.R. 1.

There has been much talk about the effect of H.R. 1 in adding large
numbers of people to the welfare rolls. While it is true that Hf.R. 1 will
make eligible about 8 million working poor persons, of whom over 5
million are children, we are convinced that the actual caseloads under
H.R. 1, over time, will be smaller than under the rapidly growing and
uncontrolled AFDC program. Based upon conservative assumptions
regarding participation in the new program, the actual caseloads under
H.R. 1 (including both Federal recipients and those who will receive
only State supplemental payments) are expected to be lower than
AFDC by the mid-1970's. The exact year varies from 1974 to 1978 de-
pending upon the AFDC growth rate used as a basis of comparison.A
projection of the 5-year historical AFDC growth rate of 16 percent
would result in a crossover as early as 1974.

The growth rate we have assumed under H1.R. 1 for female-headed
families is 3 percent. The lower rate is due, in part, to:

(1) Stricter disregards, which. eliminate high-income
ineligibles;

(2) Tight. administration, which reduces fraud and abuse;
(3) A moderate success rate in moving the unemployed into

jobs above the breakout point (of course, if more than a moder'-
ate success rate were achieved, the lines would cross sooner) ;

(4) A decline in the creation of new female-headed families as
a result of decreasing drastically the financial advantage for a
father to desert his family.

In order to compare the Federal costs of H.R. 1 in fiscal year 1973
with those of the bill we presented last June, HI.R. 16311, we have
prepared the following table: I will just call attention to some of these
figures without reviewing the whole table, Mr. Chairman.

You see that under current law, assuming a 6-percent-growth rate,
which, of course, is much lower than the past 5 years, pay-
ments to families in fiscal 1973 would total $3.9 billion. Assuming a
15-per-cent grrowth rate, which is a little over one-half of the 5-year
historical growth in costs, the total would be $4.3 billion. Under H.R.
16311, the total would have been $4 billion; under this bill, the total
would be $5.5 billion.

Taking into account the "hold harmless" and-also taking into ac-
count the food stamp program, which would have cost an additional
$400 million tindemr H.R. 16311 but results in a $1.4 billion deductioni
under this program, the net difference in payments to families between



the two bills is only $200 million: 1$5 billion under H.R. 16311, $5.2
billion under this bill.

There have been increases in the amounts allocated to the various
programs designed to assist people in obtaining jobs. Child care is
increased by $100 million; training by $100 mil lion ; public service
jobs not included in last year's program. by $800 million, and employ-
ability services by $100 million. Thle inain other differencee inl cost
is attributable to the federalization in effect, of the programs for the
adult categories, which increases the total Federal f unds for this pur-
pose from $2 billion under current law to $4.1 billion under 1-1.IR. 1. anl
increase of $900 mil lion over last year's bill.

The net result of all of this is as you see onl the bottom line: total
payments and services under current law, $7 bflion. assuming(, a 6-per-
cent-growth rate,; $7.4 billion assuming a I 5-percent-growthl rate;
$10.4 billion under last year's bill; and $12.6 billion under this year. s
bill.

(The chart referred to follows:)

NET FEDERAL COSTS, FISCAL YEAR 1973

lin billions)

Current Current
law, 6 law, 1V H.R.

percent percent 16311,11 H.R. 1,3
growth I growth I June 1970 July 1971

Payments to families ----------------------------------- $3.9 $4. 3 $4.0 $5.5Hold harmless ------------------------------------------------------------- 1.0 1. 1
Increased food stamps due to automatic checkoff------------------------------------ .4------Food stamp offset------------------------------------------------------------------ 4 -1.4Adult categories --------------------------------------- 2. 2.2 3.2 4. 1

Net payments------------------------------------ 6.1 6.5 8.6 9.3
Child care -------------------------------------------- .3 .3 .7 .8Training --------------------------------------------- .2 .2 4 .5Public service jobs--------------------------------------------------------------------- .8Administration ----- I- 1--------------------------------- .4 .4 . 1. 1
Employability services --------------------------------------------------------------- .1
Total services and administration--------------------------- .9 .9 3 1.8 3.3

Total payments and services ------------------------- 7.0 7.4 10.4 12. 6

1 The 5-year historical growth In Federal share of AFDC Is 27 percent per annum.2 All costs of new program are overstated In that they assume 100 percent participation rate.
-These estimates were made for the 1st full fiscal year, fiscal year 1972.
4This represents the savings in Federal food stamp expenditures after cashing out the program as provided in H.R. 1.

We have shown the costs of maintenance payments, the costs attributable to
employability services, and the costs of administration. We have also shown
comparable estimated costs under current law, projected both at the 0-percent
annual growth rate utilized by the Ways and Means Committee and at the 15-
Percent annual growth rate which has prevailed over the past 5 years. You will
note that of the $5.6 billion increase In Federal cost over current law shown in
the table, which reduces to $5.5 billion due to offsets in certain other current law
programs, the major changes in H.R. 1 over current law are:

Billione
Increased payments to adults -------------------------------------- $1. 9
Increased payments to families-------------------------------------- 1. 6
Hold harmless payments to States ------------------------------------ 1. 1
Increase In training, child care, employability services, public service jobs

and administration ---------------------------------------------- 2. 4
Saving in food stamp offset-------------------------------------- -1. 4
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Secretary RiIHARDSON. Mr. Chairman, I believe the workfare pro-
visions of H.R. 1 constitute the oniy viable solution to a highly com-
plex national problem. The bill incorporates all of the fair and prac-
tical ideas which have emerged from the lengthy combined efforts of
this committee, the Ways and Means Committee, and the executive
branch. For the first time, we have a real opportunity to draw together
every practicable means of assisting the poor to work their way out of
poverty: Income support, job training and placement, vocational re-
habilitation, and employment and family services, including child
care. All of these are brought together in a wvell-designed program
calling upon the most effective, up-to-date management machinery and
techniques available.

At the same time, let us not forget that H.R. 1 will change, not
merely the language of a statute or the structures of government, but
the lives of many people in great need. Let us also not forget that
nearly half of those who have not shared in ouir Nation's affluence have
failed to do so even though they are working full time. After 35 years
of experience with the existing welfare system, everyone who has
looked at it or been subjected to it, agrees that it has failed. It crushes
people's hopes, robs them of opportunities, and erodes their dignity.
It cannot be patched or revised to do what needs to lbe done. It must
be thoroughly reformed and reconstituted. What is at stake here is
the capacity of our Nation to respond in a humane and rational way
to a legitimate source of widespread and debilitating resentment-the
resentment of recipients, the resentment of the working poor, and the
resentment of taxpayers. The clock is running on our ability tP change
the system and meet these pressing needs. I urge this com-mittee to act
without delay on the measure now before you to change that system
fundamentally and to begin to meet those needs.

Mr. Chairman, let me simply add that I pledge to this committee
the complete cooperation of the IDepartment of HEW. All the re-
sources of the Department will be available to assist you and your
colleagues in your consideration of H.R. 1. W11elfare reform legislation
is this Nation's No. 1 domestic priority. We are prepared to work with
you to make H.R. 1 the law of the land.

WELFARE-ADULT CATEGORIES

The bill establishes a 100-percent federallyr financed assistance pro-
gram for people who are age 65 and over, disabled, or blind. In three
steps, it raises the standard of need that would apply across the country
to apFproximately today's poverty level. For the first time the income
of the needy aged, blind, and disabled would not be allowed to f all
below a nationally established standard, regardless of where they live.

The bill provides that individuals or couples could be eligible for
assistance when their resources that must be counted under the new
program are not more than $1,500 and when annual income that must
be counted in determining need is at a monthly level, initially,. of not
more than $130 for a single person and $195 for a couple. These income
levels will increase each Juliy, reaching $200 for a couple in July 1973
and $150 for a single person in July 1974.
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The benefits provided are, of course, below those now paid in some
States. However, the State can continue to inaintain a higher standard
and provide for payments that wvill make up the difference between
the Federal standard and the higher State standard. If the State
chooses, the Federal Government will administer the State payments.
In such cases, the Federal Government wvill pay the full administrative
costs of making the supplementary paynenits and will, of course, ad-
minister the Federal and State programs together.

H.R. 1 contains at "hold harmless" pro~visioni under which, if the
State meets certain conditions, its fiscal liability for the supplementary
payments to the aged, blind, and disabled would be limited. If the
conditions specified in the bill are met, the State would be guaranteed
that its total expenditures for payments supplementing the family
and adult assistance benefits, up to the level of the State's payments
in January 1971, would not exceed the dollar amount expended by the
State for all its existing cash assistance programs in calendar year
1971.

Under H.R. 1, as under H.Ri. 17550 as passed by the Senate last
year, the definitions of blindness and disability which are used in the
social security program will be applicable nationwide to disabled and
blind people. Under H.R. 1, people on the State APTD rolls when the
new program becomes effective, though, will be "grandfathered" into
the new program and will remain eligible, so far as their disability
is concerned, as long as they continue to meet the old State definitions
of disability.

An individual's earned and unearned income will be taken into.
consideration in determining his eligibility and the amount of his
benefits. The definition of "earned income" follows generally the defini-
tion of earnings used in applying the annual earnings test of the social
security program. "Unearned income" would include benefits from
other public and private retirement programs, prizes and awards, gifts,
rents, dividends, and interest.

With respect to earned income, the first $720, phils one-third of the
remainder, of earnings would be excluded in determining eligibility
for assistance for the aged; for the blind and disabled, the first $1,020,
plus one-half of the remainder, would be excluded.

As under the social security disability program, there would be trial
work neriods and referrals for vocational rehabihitation

Now I would like to turn to improveinents in the. social security
cash benefits, medicare, and inedicaid programs. Your committee dis-
cussed most of these matters during the hearings last year and spent
a great deal of time on them in executive sessions. Consequently, I do
not think it necessary to discuss these provisions in detail. Many of
thie provisions of II.R. 1 are the same or practically the same as those
your committee rep~ortecd last year-for example, the prmovisions for
automatic adjustments, liberalizations in the retirement test, increased
benefits for widows and widowers, the age-62. computation point for
men, benefits for widowers at age 60, reduction in the waiting period
for disability benefits, and childhood disability benefits for those dis-



abled between ages 18 and 22. Thie cost effectiveness provisions for the
medicare and medicaid programs are also essentially the same as in
last year's bill. I refer to provisions such as those relating to the limi-
tation for- capital expenditures, exp~erimnents with prospective reim~-
bur-sement, and limits on physicians' charge levels. In addition, those

lO~i5IOni5 foir improvements iii the, operating effectiveness of the
medicare, and medicaid programs and for improved inedicare, pro-
tection for the aged are basically the samne.

SOCIAL SECUITI'Y CASH BENEFITS

I do want to comment on two of the provisions in the bill even
though they ame similar to the ones your committee reported last year.

AUTO-MATIC ADJUSTMENTS

The provision for automatic adjustment of social security benefits
is the most important one in thme social security section of the bill. For
time first time, social security beneficiaries will be assured that rising
prices will not undercut the p)urchiasing power of their Social security
dollars. Long lags between price increases and benefit increases will
rnot occur..

Under the auttomatic adjustment provision, not only will the benefits
(.f those already receiving benefits be incr-eaesed but the, value of social
security protection for current and future contributors will be im-
proved. The benefits payable on at given level of earnings will rise as
lime cost of living rises.

rThe jprovisiom'. also calls for automatic increases, as wages rise, in
dhe amount of earnings that, are counted for benefit and contribution
purposes. Under the bill, the contribution and benefit base would lbe
increased to $10,200, effective for 1972, rather than to the. $9,000 now
scheduled for 1972 under present law. Ther-eafter, it would be auto-
iriatically adjusted to keel) pace with wage increases. This means that,
,is earnings rise, more worke is will have theiri additional earnings
counted toward benefits. Wifle it is true that workers will be paying
contributions on these higher earnings, they and their families will
have substantially increased protection-protection that will reflect
the increases in the worker's wages and standard of living.

The details of the automatic adjustment provisions in the bill are,
as I mentioned earlier, quite similar to the provisions recommended
by this committee in H.R. 17550 and passed by the Senate last year.
They provide that an automatic increase will take effect only if a
benefit increase was not enacted or effective in the preceding year,
and they require the Secretary of Health, Education, and Welfare
to notify the Congress.- of an impending automatic increase early
enough in the year so that the Congress can take action if it desires.

As you will recall, the Senate bill-last year called for the contribu-
tion and benefit base to increase, each time benefits were automatically
increased, by an amount that would have been required to finance one-
half of the benefit increase; the other half of the cost of the benefit
increase would have been financed by a. contribution-rate increase.
Under the provision in H.R. 1, the base would automatically increase



only in a year when there is an automatic benefit increase, and the
amount of the increase would be related to the increase in wage levels
since the last base increase. Such increases in the base are needed to
maintain p roper benefit-wage relationships under the program and
would make unnecessary any provision for increases in the contribu-
tion rates to finance the automatic benefit increases.

RETIRMENT TEST

The retirement test change included in H.R. 1 is the same as that
passed last year. The change eliminates disincentives to work which
exist. in the present law. Under that law,~ the first $1,680 of annual
earnings have no effect on benefits. There is a $1 reduction in benefits
for $2 of earnings above $1,680 and up to $2,880; but for earnings
above $2,880 there is a dollar-for-dollar reduction in benefits. Social
security benefits are tax-free while the worker's earnings are subject
to Federal, State, and local taxes. Also, there are, of course, the ex-
penses of going to work. Thus, unless the worker can earn consider-
ably more than $2,880 in a year, he loses in total income by increasing
his earnings beyond $2,880. Under the bill, as under your commit-
tee's version of H.R. 17550 the first $2,000 of earnings are exempt
and only $1 in benefits would be withheld for each $2 of all earnings
above $2,000, thus assuring that the more a beneficiary earns the more
spendable income he will have. The annual exempt amount would be
automatically adjusted upward in relation to future increases in earn-
ings levels.

At this point, I would like to briefly outline some of the social se-
curity cash benefits and medicare provisions that are new or different
from those in last year's bill.

SPECIAL MINIMUM BENEFIT

Mr. Chairman, a new provision which I consider to be important is
the special minimum benefit provision. The special minimum benefit
would be equal to $5 multiplied by the number of years of coverage a
person has under social security, and would be an alternative to the
benefit amount figured under the regular provisions of the law. For
example, a person at age 65, who had worked 20 years at low earnings
would be guaranteed a monthly benefit of $100, a person who had
worked 21 years would be guaranteed $105, and so on. A person who
had 30 or more years of coverage would receive $150 per month, the
same as the basic Federal payment of $150 that an adult assistance
recipient with no other income would get. By contrast, the regular
minimum benefit under the bill would be $74.

It seems to me that this provision is clearly preferable to further
increases in the absolute minimum which go beyond across-the-board
increases. The worker who has a regular attachment to covered employ-
ment, even though he has very low earnings, should get social security
benefits that are high enough to make it unnecessary for him to turn to
assistance. However, the social insurance program should not be ex-
pected to provide benefits at the level of the assistance standards to peo-
ple who have had only very irregular and sporadic attachment to
covered employment and have just barely been able to meet the rela-



tively liberal social security insured-status requirements. If the regu-
lar minimum benefit under social security, the one paid to anyone who
is insured, were raised substantially, the inevitable result would be
a reduction in the resources available to provide adequate benefits for
regular full-time workers in covered employment who depended for
their living on their earnings in such employment.

MEDICARE AND MEDICAID

The important changes in medicare and medicaid in H.R. 1 have
a direct bearing on some of the most vital problems facing the Nation
today-those involved in what we have referred to as the health-care
crisis. No one knows better than the distinguished members of this
committee the magnitude of the issues we face in the health field.

In his health message, the President proposed a program that I be-
lieve will improve the health status of all our citizens by expanding
and improving the quantity, quality, and distribution of health-care
services and by assuring that no citizen is denied access to care for
financial. reasons. To a great extent, medicare has already accomplished
this for our older citizens. Medicaid, in its treatment of the poor,
ha's also accomplished much, but it does have major shortcomings.
For example, there are great disparities in thc treatment of recipients
and wide variations in benefits and eligibility criteria from one State
to another.

The coverage provided in the President's proposed f amily health
insurance program, which would replace the medicaid program for
poor families, is far superior to that of our present system. This pro-
gram, which is part of the National Health, Insurance Partnership
Act of 1971, introduced by the distinguished senior Senator from
Utah, Mr. Bennett, and others would make available, for the first
time, on a nationwide basis, an adequate and equitable package of
health benefits for those who cannot fully finance their own h ealth
care. Of course, I realize that consideration of various national health
insurance proposals by this committee and the Committee on Ways
and Means will be deliberate and thorough. Pending congressional
action on these proposals, the medicaid program will continue to be
the major source of health care for the disadvantaged. Therefore,
it is important that those provisions in H.R. 1 that improve the medi-
caid prram be adopted.

It is equally important, of course, that present law be changed to
include the many improvements that the bill would make in the
medicare program. As I indicated, most of the proposals for improv-
ig the medicare program were part of the social security bill reported

by this committee last year. I would like to comment, however, onl
provisions that are new or somewhat modified.

SUPPLEMENTARY MEDICAL INSURANCE PREMIUM

*The President has proposed the elimination of the monthly pre-
mium payment, which is now required of people who are enrolled
in the supplementary medical insurance program and is matched by
the Federal Government. The administration proposes that the pro-



gramn be financed instead through equal employee and employer pay-
roll contributions. Thus, peol would contribute toward their medi-
cal insurance protection iii advance while they are working, as thiey
(10 now for hospital insurance protection, and they would be reliever
of the burden of making premium payments out of the reduced in..
cole they receive as beneficiaries.

Trhe administration prefers this proposal to the provisions ini H.R. 1.
which retais the premium for supplementary medical insurance but
permits it to rise only ini the event of a general increase ini cash beiie-
fits anld by iio more than the percentage by which such benefits are
increased.

MED)ICARIE FOR TIME DISABLED

For several years nlow, extensive conlsiderationl has lbeenl givenl to
the question of providing medicare protection to people wh-1o receive
monthly cash benefits under social security anid railroad retirement

porms because they are disabled. The recent Advisory Council onl
S0ciali' Security recommended such coverage, anid HJ.R. 1 includes a
provision extending medicare to these disabled persons. Under H1.R. 1,
coverage 'would begin after a, beneficiary has been entitled to dis-
ability insurance benefits for 24 coii-ecutive months.

This is a new provision in this year's bill. The cost of the protec-
tion-$1.6 billion i n benefit payments in the first full year-is the chief
roadblock to the adoption of this provision.

Another problem is the way in which supplementary medical insur-
ance protection for the disabled would be financed. Under H.LR. 1, a
very large part of the financing would come out of genMral revenues,
with premium payments by disabled beneficiaries geared to those paid
by the agaed. It is true that premiums would be prohibitive if the dis-
abled, like the aged undcer present law, were to be required to pay half
the cost of their protection. The financing provided in IH.R. 1 is one
method of coping with the problem of the high costs to the disabled
beneficiary. Another method would be to apply the principle of the
President s recommendation that supplementary medical insurance for
the aged be financed through the contributory system in the same way
that hospital insurance is now financed.

INCENTIVES FOR EFFICIENT USE OF HEALTH SERVICES

I would also like to call your attention to the provision of H.R. 1,
also included in last year's bill, that would allow medicare beneficiaries
to choose to have all their medicare services provided by a single
health-mnaintenance, organization. This option is anl integral part of
the administration's overall objective of encouraging the growth of
health maintenance organizations (lIMO's), which we believe canl
contribute significantly to the improvement of the Nation's health-
care delivery system. We strongly support also the incentives IH.R. 1
would provide the States under medicaid, through inicreasedl matching,
to contract with lIM's and other organizations providing comprehien-
sive health care to furnish necessary care to their imedlicaid eligibles.
Because such comprehensive services are, available for a single fixed
fee paid in advance, strong financial incentives are created to empha-
size prevention and to substitute, when medically appropriate, the use



of less expensive ambulatory care for high-cost institut ional facilities.
To discourage the use of expensive inst-itutional facilities when less
costly ambulatory care would be medically appropriate, Hi.R. 1 would
reduce Federal matching under medicaid for certain types of long-
term institutional care. In the case of skilled nursing home care, the
reduction would occur only if the State does not have adequate utiliza-
tion review applicable to such care..

H.R. 1 contains a medicare provision which would require the pay-
nent, of a coinsurance amount for inpatient hospital care beginning

earlier than under present law--tliat is, on the 31st rather than the 61st
day. The provision in H.R. 1 is a step in the right direction. We be-
lieve that applying coinsurance at an earlier point in a hospital stay
will help) brings about, at this earlier point, an intensive consideration
of whether medically appropriate but less expensive alternatives to
hospital care are available. Over the long run, this could be an impor-
tant additional cost-control device.

PEER REVIEW

You will recall that H-.R. 17550 as approved by the commiittee last
year included a provision for professional standards review that had
been sponsored by Senator Bennett. H.R. 1, as passed bY the House,

contains a provision that would authorize experimentation with vari-
ous forms of peer review but not full implementation. Under the bill,
the Secretary would have authority to experiment with treawicle or
coimnunitywide peer review, utilization review, and medical review
mechanisms to determine which review mechanisms would be most
effective in helping to assure that services provided to beneficiaries are
medically necessary and rendered in the most economical setting conl-
sistent with professionallyrecognized standards.

We believe that such experimental authority is desirable, but we be-
lieve authority should also be granted to the Department to proceed
with formal implementation of quality review mechanisms mis soon as
feasible, after any necessary development and experimentation with
prototypes. We know of this committee's strong interest in professional
standards review, and we stand ready to- assist in further consideration
and development of appropriate peer review provisions.

OTHER MEDICAID PROVISIONS

As I have mentioned, there are a number of medicaid provisions in
the House-passed version of H.R. 1 that the D~epartment endorses.
However, there, are some medicaid proposals included ini the bill we (10
not. support. Although the adinistration is deeply interested in fos-
terii)g cost conisciousness anig both patients anid providers, we be-
lieve that the impositioni oni the medically needy of cost-shiarig charges
which are neither iiominm nor incomne-related would work a severe
hardship ; this group has already beemi (lesignate(1 as having inisufficienit
resources to pay completely for their own medical care.

Under the bill, States could conceivably require sizeable copayments
or deductibles of the medically needy. Such charges may deter the poor
from seeking necessary medical care until illnesses become more severe



and more expensive care is required. We urge that the Senate bill re-
quire that any cost-sharing charges imposed on the medically needy
be nominal in amount; that they _be sufficient to make providers and
recipients "stop and consider" the need for such services but that they
not be so large that the poor will be impeded from obtaining needed
care.

FINANCING OF THE SOCIAL SECURITY PROVISIONS

The bill, of course also includes provisions for financing the im-
provements that would be made by the bill in the social security pro-
gram and for meeting the present actuarial deficiency in the hospital
insurance program. he bill would provide a new scled ule of contri-
b ution rates'I and, as I indicated earlier, would increase the contribu-
tion and benefit base. As a result, each part of the social security and
medicare program and the program as a whole would be adequately
financed.

For the next few years, the contribution rates in H.R. 1 for the
cash benefits program for employers and employees are the same
as or lower than the rates in present law and the rates that were in
the social security bill that the committee a proved last year. The
ultimate rate under H.R. 1-6.1 percent-is the same as the ultimate
rate under the committee's bill last year, but under H.R. 1 it would go
into effect 9 years sooner than under last year's bill.

The contribution rates in H-.R. 1 for the hospital insurance pro-
gram are higher than the rates in present, law but-except. for 1 year-
are the same as or lower than the rates in the committee's bill last
year.

The long-range actuarial balance of the cash benefits program under
H.R. 1 is estimated to be minus $08 percent, of taxable payroll, which
is well within the limit of acceptable variation that has been used in
the past. Accordingly, the social security cash benefits program, as it
would be modified by H.iR. 1, is financially sound. The cash benefits
program under last year's committee bill had a long-range actuarial
balance of minus .15 percent of taxable payroll.

Estimates for the hospital insurance program under H.R. 1 show
that the program will have an actuarial balance of minus .06 percent
of taxable payroll, which is also well within the limit of acceptable
variation. Under H.R. 17550, the actuarial balance of the program
was estimated to be minus .05 percent of taxable payroll.

As you know, the Advisory Council on Social Security made several
recommendations for changes in the financing of the social security
program. The most important of these recommendations relate to the
fnancing of the cash--beniefits part of the social security program.

These recommendations call for establishing~ contribution rate s-ched-
ules based on current-cost financing and tor basing the long-range
actuarial cost estimates on the assumptions that, wages will rise an~d
that benefits will be kept up to date with prices rather than on the
level-earnings assumption that has traditionally been used in estimat-

igthe cost of the program. We in the administration are studying
these recommendations. We consider them to be of the highest priority.

The social security program has, in practice, been financed on a
current-cost basis, although the law has always called for contribu-

ISee table, p. 47.



tion rates in the relatively near future that were substantially higher
than currenit-cost rates. T hese higher rates have generally been post-
poned by the Congress so that the current-cost approach has been fol-
lowed in practice. The Council recommends that the law itself reflect
this policy and not include a schedule of near-term rates designed to
produce large excesses of income over outgo.

The use of dynamic assumptions as to wages, prices, and benefits in
estimating the cost of the cash benefits program represents a significant
departure from the actuarial technique-biasing cost estimates on the
level-earnings assumption-that has been used uip to now. This tech-
nique has proved to be successful in assuring the financial soundness
of the program both for the short run and the long run. However, with
inclusion In the law of provisions for automatic adjustment and with
the program having reached relative maturity, this is an appropriate
time to consider such a recommendation as that made by the Council.

I am quite hopeful that the administration's study of the Advisory
Council financing recommendations will be completed in time for the
administration to take a position on these recommendations at the
time this committee is ready to make its decisions regarding the financ-
ing of the social security program as it would be amended by H.R. 1.

CONCLUSION

As long as this statement is, it does not begin to suggest the compre-
hensive nature of H.R. 1. If enacted, it will make the lives of millions
of people more secure, not only by establishing a completely new wel-
fare system, but also by improving the effectiveness of the contributory
social security program, including medicare. The good that these
measures will do will be to the benefit of this generation and genera-
tions to come.

Thank you.
(An attachment to the Secretary's statement follo ws:)

APPENDIX A.-SOCIAL SECURITY CONTRIBUTION RATES

[In percent

Cash benefits Health Insurance ITotal

Pres- H. R. Pres- H.R. Pres- H.R,
Period ent law 175502 H. R. 1 ent law 175502 H. R. 1 ent law 175502 H.R. 1

Employ, employee, each:
1V02 --- ----------- 4.60 4.4 4.2 0.60 1.10 1.2 5.20 5.50 5.4
1973-74 ---------------- 5.00 4.4 4.2 .65 1.20 1.2 5.65 5.60 5.4
1975 --------- -------- 5.00 5.0 4.0 .65 1.35 1.2 5.65 6.35 6.2
1976-----------------5.15 5.0 5.0 .70 1.35 1.2 5.85 6.35 6.2
1977-79 -------- _------- 5.15 5.0 6.1 .70 1.35 1.3 5.85 6.35 7.4
1980-85---------_------ 5.15 5.5 6.1 .80 1.50 1.3 5.95 7.00 7.4
1986------------------- 5.15 6.1 6.1 .80 1.50 1.3 5.95 7.60 7.4
1987 and after----------..5.15 6.1 6.1 .90 1.50 1.3 6.05 7.60 7.4

Self-employed:
1972_---------------- 6.90 6.6 6.3 .60 1.10 1.2 7.50 7.70 7.5
1973-74 --------------- 7.00 6.6 6.3 .65 1.20 1.2 7.65 7.80 7.5
1975_----------_------ 7.00 7.0 7.0 .65 1.35 1.2 7.65 8.35 8.2
1976_--- ----- - 7.00 7.0 7.0 .70 1.45 1.2 7.70 8.35 8:2
1977-79._____---------- 7.00 7.0 7.0 .70 1.35 1.3 7.70 8.35 8.3
1980-86 --------------- 7.00 7.0 7.0 .80 1.50 1.3 7.80 8.50 8.3
1987 and after ----------- 7.00 7.0 7.0 .90 1.50 1.3 7.90 8.50 8.3

Actuarial balance----------- -0.10 -0.15 -0.08 -. 62 -0.05 -0.06

In the case of H.R. 17550, includes catastrophic illness; in the case of H.R. 1, Includes hospital Insurance for the dis-
abled.

2 As reported by the Senate Committee on Finance.



The CnFAIRMAN. Thank you, Mr. Secretary. Now, just to put this
matter into perspective, I think you are. well aware that as far as
I am concerned, the cost of the program has never been a problem.
I am concerned with whether this thing wvill work. If all you
are doing is pouring more billions of dollars into a program that is
already a failure and that will not work even through we double the
cost of it, in my estimation, that is not welfare reform, eas o
have not gotten to the fundamental problem.,beasyo

FINANCIAL INCENTIVEs NOT TO MARRY

Let me give you an example of the f undamental problem which
I do not think you even touched on in your statement. Let us take
the typical example of the man-in-the-hiouse situation. Here is a man
with three children who look exactly like him. He lives in the house
every night with mama. He has an income of $6,000. Mama is draw-
ing welfare payment of $5,000 a year for the benefit of herself and
those children. Combined total income, $11,000. They are not in pov-
erty. The Supreme Court has held that we cannot assume that 5 cents
of that $6,000 of papa's income is available for the support of that
mother and those three children who are his. There is nothing in this
bill that would even give mama the first cash incentive to sue, papa.
As a practical matter, the evidence is entirely within the possession
of mother and father that that money is in fact available to that
family unit and hie is spending every night there, but you cannot
presume that hie is willing to pay 5 cents to support his ow~n children.

Now, that $5,000 welfare payment is a subsidy on illegitimacy, it
is a cash bonus not to marry, and it creates the height of resentment
on his neighbor next door, who has married the woman who is the
mother of his children, and who is bringing his $6,000 home to help
support those children. Until we do the firs't'simple thing about that,
h ow can you callI this a wel fare reform billI?

Secretary RICIIARDSON. Mr. Chairman, the bill does provide in the
first instance that in any event, a step-parent will be deemed responsi-
ble for the children, which moves beyond existing law in that respect.

Second, it provides that whatever creates a responsibility on the
part of the parent to contribute support to the children, or any person
in the house to contribute support to the children, will make the
income of that individual countable as part of the income available
to the family. This would mean in effect, therefore, that if the circum-
stances added up to a common law marriage under State law, the
income of the man in thbe house would be counted.

The remaining problem is the situation in which those facts may
not establish a common law marriage. There is then no incentive for
the mother to seek to establish the paternity on the part of the man
in the house: The question then is what can or should be done in
those circumstances to impute his income.

We have no objection in principle to any sensible way of dealing
with this problem, but we do have to conf ront the fact that the Supreme
Court dealt with the issue and ruled, in effect, that in these latter cir-
cumstances we did not have the right, to impute the income of that
individual.



The CHAIRMAN. You say you did not have the right. Let us just talk
about the problem. Frankly, I cannot provide you with all the answers
right now, but until we do find the answer, we are just kidding our-
selves to talk about this welfare reform. Fifty percent of the people
on the welfare rolls are benefitting in one respect or another because
of this kind of corruption.

Secretary RiciIARDsoN. I would just say this, Mr. Chairman,
granted the, problem you state, the fact remains that the bill does
contain a great many provisions summarized in my testimony that do,
in our firm view, add up to fundamental reform. This is not to say
that we are unwilling to recognize opportunities for improvement;
on the contrary, we stand reacxy, as I said in my testimony, to work
with the committee to that end.

rrhe CIAIRMAN. Well, the Supreme Court very erroneously and in-
correctly placed the prestunltion in favor of'that father and in favor
of that mother that you could not impute anything from that relation-
ship and that was a construction of a statute that we passed here in
Congress. Now, I do not think that the majority of this committee, and
I am certain that I know the majority, and I (10 not think the
majority of those on the Ways and Means Committee meant to favor
that relationship with the presumption that none of that income for the
father was available for the support of his children. But the fact is
you have a $5,000 cash advantage for this father and this mother to
deny that that man is the father of those children, to deny that that
relationship amounts to at common law marriage, and to deny that he
has any obligation to support those children.

Now, of course, this is fundamental to the big struggle that has been
goig on for years about this same thing. Senator Robert Byrd, when
he was chairman of an appropriations committee, made an investiga-
tion right here in Washington, right under the nose of the Department
of Health, Education, aind lWelfar-e-i his is prior to the time you
were here, but I do not think the facts have changed very much. At that
time, his conclusion was that a sample showed that 59 percent of these
people were not eligible and that 25-about half of the remainder were
being overpaid. A nd it had mainly to do with the kind of relationship
that I described.

Now, back at that time, the Department here in Washington, as
well as every State government-or almost every State government;
I know the overwhelming majority of themi-were applying some
lkid of a "mani-ini-the-hiolse" ruile to say if we think we know what
man ought to be paying something to help support that family unit,
we are going to attribute his income to that family unit. Now, the
Supreme Court, in my judgment, contrary to the will of Congress,
strutck that down and worked in the other direction.

Now, I have my doubts that we can reform this welfare program
by reversing that Supreme Court decision, even though we definitely
have it within our power to pass an act of Congress to say to the
Supreme Couirt that you did not prmoperly construe our statute. It
-would seem to mae we might do better to start on the other end, to
say that we will pay father a cash advantage to do the honorable
decent thing, rather than pay him and mama a big advantage to do
the dishonorable thing. But until we face up to that which is funda-



mentally wrong with this program, about which your bill, in my
judgment, does zero, it seems to me we do not really have a welfare
reform bill.

Here are people with anl $11,000 income, their income may be further
increased by your bill, and I do not for the life of me see how you
meet the problem.

Now, you say put mama to work. That is not the problem at all. It
is not even a problem of putting papa to work. He has a job. The
question is how can you get father to recognize his responsibility and
accept it rather than proceed in the opposite direction? As long as
you are paying a $5,000 cash advantage to proceed. on a basis that
society would say is dishonorable, how are you going to overcome
that by putting an incentive in the other direction?

I have been working at that for some time, but I think unless
we proceed to meet that, you can say that detectable fraud is only 1
percent. Legalized fraud is over 50 percent. And until we begin to
get at the fundamental mischief in this welfare program, which is
grandfathered into your so-called reform proposal, I do not see that
you are going to sovit

That is whfy I have been saying to you that I am willing to pay
these people to work; I am not willing to pay then not to work.

That is all I have to say at this moment. I am trying to hold
myself to a 10-minute rule ana I will ask the others to, so we can get
to everybody. on the first time around.

Senator And erson?
Senator ANDERSON. No.
The CHAIRMAN. Senator Bennett?
Senator BENNETT. I had anl opportunity to express myself before

the Secretary started, and I think I will want more time to study his
statement, particularly the part that he did not read, before I want to
question him.

Thank you.
The CHAIRMAN. Senator Curtis?

COST OF WELFARE PROPOSAL

Senator CuRTIS. Mr. Secretary, what will be the increased Federal
costs the first year of operation of this program?

Secretary RiIHARDSON. I am sorry, did you say the increased costs or
the total costs?

Senator CuRnis. Increased Federal costs.
Secretary RICHARDSON. The total would be $5.5 billion, Senator

Curtis.
Senator CURTIS. $5.5 billion?
Secretary RICHARDSON. Yes, sir.



FEDERAL EmPLOYEES NEEDED To ADMINISTER WELFARE PROPOSAL

Senator. CURTIS. How many new Federal employees will this pro-
gram require?

Secretary RICHARDSON. We have not arrived at any definite number,
Senator Curtis. A great deal of work has been done and is still continu-
ing on this question. We anticipate that the number will be signifi-
cantly less than the number of State employees now engaged in the
process of determining eligibility and handling money payments.

The total number of State and local welfare employees is about 185,-
000. It is estimated that of that total, about 70,000 or the full-time
equivalent of 70,000 handle eligibility and money payments under
AFDC. We think that, wVith the development of a uniform national

stem utilizing the modern management techniques that would be
incorporated into it and drawing upon computer technology, the total
would be significantly below those under current law, but we do not
have a precise figure.

CHARTS SHOWING WELFARE AND OTHER BENEFITS

Senator CURTIS. Mr. Secretary, last year, there were some charts
prepared at the request of the committee. I believe Senator Williams
requested them. And this committee has asked that they be updated
to show the same factors in reference to H.R. 1 that is now before us.
Do you have those here?

Secretary RICHARDSON. Yes; we do, Senator.
Senator CURTIS. I wonder if we could take a look at them at this

time? I would like to ask a question or two about each one of them.
Secretary R.IcIIARDSON. I should say, Senator, that if we are going to

go into this now, it might be useful to the committee for me to present
frst the result of the Department's own analysis of this issue in the

intervening year, which we think presents more fairly what the prob-
lems are, and then to show you the updated version of the so-called
Williams charts.

We will be glad to do that now, Mr. Chairman. It will take more
than 10 minutes.

Senator CURTIS. Mr. Chairman, in light of the 10-minute limitation,
1 will not ask that the charts be displayed at this time. I do ask that
the charts comparing the current law with H.R. 1 for Phoenix, Ariz.,
Wilmington, Del., Chicago, Ill., and New York City that have been
prepared by the Department hv response to the request of the commit-
tee be inserted in the record at this point.

I might say my reason for doing that is so that as we continue our
study of these bills, we will have them- there before us.

The ChrAIRNIAN. That will be done.
(The charts referred to folly ow:)



TABLE 1 CURRENT LAW-BENWITS POTENTIALLY AVAILABLE TO 4-PERSON
FEMALE-HEADED FAMILIES IN PHOENIX. ARIZONA

TOTAL FEDEWAI INTCAH UR1TUI OAL NFT
7OTALCIROSS STT 0S& I COMFLS ~MOPITIESCAHPU
CASH INCOME SEC. TAXES WTXS) VA iLU TO/ FOO

01,996
2,716
2,996
g,598
4,164
4,731
51298
6,000
7000
8,000
9,000

37
51

103
155
222
438
681
941l

1,190
1,452

4$,96
2,679
2,945
3,495
4,009
45609
4,860
5,519
6,059
6,810
7548

$441
441
441
441
441
441
441

OZ,497
3,12
3,386
3,936
4,450
4,950
5,301
5,319
6,059
6,810
7,548

AFPC

01,996

731
298

EARN INGS

0
720

1,00 0
2,000
5,000
4,000
5,000
6,000
7,000
8,000
9,000

AVE RAGF
MEDICAID
PEN EFIT V~

NO
MUEPICAJp
PROGRAM

CIIRRENIPUBIT
HOUSING
BOWU I/

$1,104
1,104
1,104
1,032
924
828
720
600
420

OTAL INCOME
NCLUPING

HUROUSING

$3,541
4,224
4,490
4,968
5,374
5,778
6,021
5,919
0479
6,810h,
7,5481/

TOTAL INCOME
INCLUDING
MEDICAID

$,541
4,224
4,490
4,968
S,374
5,778
6,021
5,919
6A479
6,816~
7, 54811(

I



TABLE 2 CURRENT LAW-- BENEFITS POTENTIALLY
AVAILABLE TO 4-PERSON FEMALE-HEADED) FAMILIES IN WILMINGIOIIIDL,

TOTAL
FEDERAL, NET TOTAL TOTAL

TOTAL STATE t- CASH CURRENT NET CURRENT INCOME TOTAL
GROSS SOCIAL INCOME SURPLUS CASH PUBLIC INCLUDING AVERAGE INCOME
CASH SECURITY (LESS COMMODITIES PLUS HOUSING PUBLIC MEDICAID INCLUDING

EARNINGS AFDC INCOME TAXES TAE) VALUE -V FOOD BONUSV- HOUSING BENEFITS1  MEDICAID
* 0 +2,066 27,066 - *2,066 *66f #*2,72 7 *7;4 $3,481 *460 $3,941f
720 2,066 2,786 4 37 2,749 661 3,410 W3 3,993 460 4,40

1,000 2,066 91066 61 91,0 1 661 5,676 917 4,195 460 4,6;3
2,000 1,482 3,482 103 3,379 661 4,040 418 44;8 460 4,Ql 8
3,000 81 3/815 164 ,6;1 661 4,912 359 4,6;1 460 ,1
4000 148 4,148 233 3/91; 661 41,76 266 4,84Z 460 5302
;,000 - ,/000 447 4;S3 - 4,;;5 P 4,610 - 4,610

6,000 - 6,000 688 ;, 312 - ;,312 ;' ,312" - 11
7,000 - 7,000 946 60;4 - 6,0;4 ~' 6,0;4 1 - 6,09421
8,000 - 81000 119S 6,807 - 6,807 v' 6,8071/ - 6/8071/
9000 - 9,000 1,4;; 7,; - 714; J/ 79411 - 714



TABLE 3 CURRENT LAW--BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON
FEMALE-HEADED FAMILIES IN CHICAGO, ILLINOIS

/NPORT1ffTI/T~TNP/f/:AANP(AOMIV hS AATUIC //fK//CTY;AOE AC fRATE POrTI A //TIE~MR.I ffOR/A'IEA'TIVsAAf1' 0 uMIE TOTIf COMMITTEE ANV IS AX41AAif FROM PWE 0EPARTMVENTrOf
#fEAIT* t/CA TIN,' A/I' WE FAIE

TOTALFEPERA NET CASH CURRENT TOTAL NET CURRENT PUB, TOTAL INCOME AVERAGE TOTAL INCOME
TOTALGROSS STATE &SOC. INCOME(LESS FOODSTAMP CASH PLUS HOUSING INCLUDING MEDICAID INCLUDING

EARNINGS AFDC CASH INCOME SEC.AYES TAXES) BONUS Y FOOD BONUS I/ PUB.UHOUSIN6 SENEFIT4I MEDICAID

4 0 $3,384 $3,384 $- $3,84 $ 408 $3,792 $1,080 $4,812 * 910 $5,182
120 3,584 4,104 37 40067 312 4,379 1,080 5,459 910 6,369

1,000 3,34 4,3S4 51 4,333 2.88 4,621 1,080 5,101 910 6,611
2,000 2,890 4A890 103 4,17 288 5,075 1,080 6,156 910 7,065
3,000 2,224 5,224 155 5,069 288 5,357 1,080 6,437 910 7,347
4,000 1,557 5,557 208 5,349 288 5,631 1,080 6,117 910 7621
V,00 890 5,890 424 5,466 288 5,154 1,080 6,834 910 7,744
6,000 224 6,224 661 5,563 288 5,851 1,080 6,931 910 7,841
1,000 - 7,000 909 6,091 - 6,091 2/ 6,091V S/ 6,091 5/
8,000 - 8,000 1,139 6,861 - 6,861 ?/ 6,861 5/ 6,861 yl5/
9,000 - 9,000 1,3176 7,624 - 1.624 1/ ,620~ 5/ ,624 3W5/



TABLE 4CUWOW LAW-- BENEFITS POTENTIALLY AVAIL ABLE TO 4 PERSN
FML-HEADED FAMILIES IN NEW YORK CITY

NOTE: TNO AIRAN/rMM/ os -Mowor lEvS- rm~ a~w R~uelc tq* ~ ,eN/eA f~ . ATARMrAL At NIED 'A.R. I' ~/A 'ErNT VErs'1ASe DEMsBasmlrep r7 TlEceau AfITEE. AND /5 AVfAILA4&e
drAwf 7A#E 14*TAVEA7 OC/11E6LTA'. EAuV4r/MW, AND WELrZAR,

TOTAL NET TOTAL
TOTAL FEDERAL CASH4 CURRENT NET CURRENT TOTAL TOTAL
GROSS STATE £.. INe0ME FOOD CASH PUBLIC. INCOME AVERAGE INCOME
MAH SOC.SC. (LESS STAMP PLUS HOUSING INCLUDINGO MAEDIfAID INQWUDINO

EARNIN65 AF De INtOME TXS TAE)BNS1 FOOD gONV w BEIT MEDICAID
~0 43,75b 3,796 4 -- 4 b 96 312 '4,068 66b0 F4,728 1' 870 9&,598
720 3,756 4,476 37 4049 288 4,727 660 597 870 6,257
N00 .3,756 4,756 91 4.705 288 4,993 660 5,653 870 6,523

2,000 3,472 SA72 103 5,369 288 S,bG7 bbO 6,517 870 7f 87
3,000 2,906 5,806 165 5,641 288 5,9Qq 6b 6,589 870 7,499
4,000 2,139 6,139 242 5.897 288 6,185 6b0 6,845 870 7,116
6,000 1,472 6A472 464 6,008 288 6,296 6b0 6,956 870 7,826
6,000 806 6,80b 711 6,095 288 6.383 660 7,043 870 7,913
7,000 139 7TI3 974 6,165 288 6,453 660 7,113 870 7,9838,000 - 18,000 1,224, 6,776 - 6,176 720 7,496 5/- 1A49 6 5/
9,000 - 9,000 1,48bj 7,514 - 7,614 A/v 7,614, - 7,614 ' /'



,Footnotes for Tables 1-4

.1! Food bonus based on value of surplus commodities (Phoenix and Wilmington)
or food stamp bonus (Chicago and New York), using local eligibility schedules.
Food stamp bonus is the difference between the coupon allotment ($1,272 per
annum for a family of four) and the purchase price of the coupons.

2/ The amount shown is the fair market rental less rent actually paid. The "fair
market rental" (as defined in terms of rent determinations for relocation
adjustment payments) in these cities are listed below. The relationship of
these figures to true market value is tenuous.

2 bedrooms

Phoenix .. ........... $1,560
Wilmington. ...... ....... 1,020
Chicago. .............1,920
New York City. .......... 1,680

3/ Above continued occupancy limits but family may be allowed to stay, at higher
rents, if no other housing is available. Totals include no housing bonuses
for such cases.

4/ Medicaid benefit shown is the total (Federal and State) average payment on
behalf of all AFDC families in the State. Individual families may receive
higher or lower amounts, or nothing at all, depending upon medical needs.



TABLE & I{R.1 BENEFITS POTENTIALLY AVAILABLE 10 4 PERSON
FEMALE-HEADED FAMILY IN PHOENIX,ARIZONA

IPOA'TANTroTIcE'rTEE AMMQTSrA TIrOM OE NO6 ILVE y AThESE CARTS Q'lECr 11R. / WORKA INCfNTIVES; A MOREf ACCURATEfPOAYALn ENTILED-, 11R. wor IA'rfNT/Vb3"'/A4S, SEENSUBITED TO T#E COMMITTEE A&D IS ALALEFROM Wl DEP*A4ATMNTl of IIA~l, EDoicAol, A#ND WEFARE

FAMILYOTAL FEDERAL,AINESLTYTTL~R STATE, SOCIAL NET CASHASSISTANCE STATE 5UETOASHL NOMOS SECURITY INCOME
ARNIGS .R. SUFLEENT CAH IOME TAXES LESS TAXES V$ _ 0 2,400 $1372 $2,12 * - C 2,772

120 2,400 372 9,492 37 S,455
1,000 2,213 372 3,585 51 S,534
2,000 1,546 372 3,91 8 10S S,815
3,000 879 372 4,251 155 4,096
4,000 213 372 4,585 222 4,36S
5,000 - - 5,000 438 4,562
6,000 - - 6,000 681 5,319
7,000 -- -- 7,000 941 6,059
8,000 . - 8,000 1,190 6,810
9,0000 - 9,000 1,462 7,.4W

PUBLIC
HOUSING 1/

$1,240
1,110
1,093

913
732
552
371
191
10

TOTAL
NET CASH

AND PUBLIC MEDICAID
HOUSIN6 BENEFITS

$4,012 NO
4,565 MEDICAID
4,627 PROGRAM
4,729
4,828
4,915
4,933
5,510
6,069
6,810
7,548



TABLE 6 I4.RJ BENEFITS POTENTALYAMAILABLE TO PERSON
FEMALE-HEADED FAMILY IN WILMINGTONDELAWARE

AMmaf vf wr if it. mPecl/#WT/ffS; Am- _4I ACCSr.TFAM AETAIVA; f A'!AL? E*WAffN AI01= WEL'A!EII81

FAMILY JDTAL FEDERL, NET CASH TOTAL NET
ASSISTANCE STATE TOTAL GROSS STATE, SOCIAL INCOME PUBLIC CASI61PISLIC MEDICAID

EARNINGS H.R.1 SUPPLEMENT CASH INCOME SECURITY TAXESLESS TAXES V HOUSI NG W HOUSING BENEFITS
$ 0 $2,400 $216 *2,616 $ - - $2,616 *128 $3,344 $460w
120 2,400 216 3,336 37 3,299 598 3,897 460

1,000 2,213 216 3,429 51 3,318 581 3,959 460 0
2,000 1,546 216 3,762 103 3,659 401 4,060 460
9,000 879 216 4,095 164 3,931 220 4,151 41
4,000 213 216 4,429 233 4,196 40 4.236 4J
5000 -- 5,000 447 4,553 - 4,653 416,000 -- -- 6,000 688 6,312 - 5,312 417,000 1 - 7000 946 6,054 - 6,054 i4/8,000 -- - 8,000 1, 193 6.807 - 6.801 V19,000- 9,000 1,465 1,545 10M6g



TABLE 7 H1.R. 1 BENEFITS POTENTIALLY AVAILABLE TO04PERSON
FEMALE-HEADED FAMILY IN CHICAGO, ILLINOIS
/M'o*7AAr At,,!: TNf ~/S/A'~*Tm'(MT Iff i~ TN iffI m Nari "VffcWf M W IMM/4 M20T'; A/br! A"t*AT PATIAVA fNrfiUP 'Iff

TOTAL FEDERAL, TOTAL
FAMILY TAESOCIAL NET CASH NET CASH

ASSISTANCE STATE TOTAL GROSS ITSE6VRITY INCOME PUBLIC AD P1.1LIC1 MEDICAID
EARNINGS H.R. 1 SLJPPLEMENTJJ CASM INCOME TAXES LESS TAXES It HOLISING i/ HOV;ING BENEFITS

* 0 *MOO0 + f/392 *%5792 - 0,~792 *1,416 494208 -4 9f0 P/
720 2,400 U,92 0,12 * 57 41479 1,286 9,761 910
,000 21215 0,92 41605 5f 41;94 f,269 61825 910

2,000 f1;~46 1992 41958 f0l 4,895 1,089 51924 910
51000 879 11592 5127f f55 gif 1 6 908 6,024 910
4,000 W1 f, 592 ;,609 208 ,3 97 728 61125 41
gl000 - 938 ,1958 424 ;14 947 6,061 41
6,000 - 271 6,27f 661 ,1610 967 ,1977 41
7,000 - - 7,000 909 6,0g1 1 86 6,277 41
8,000 - - 8,000 ,1f39 6,861 6 6,867 41
9,o000 9,000 1,376 7,624 - 7,624 1



TABLE 8IA.R.1I BENEF ITS POTENTIALLY AVAI ABLE TO04- PERSON
FEMALE-HEADED FAMILY IN NEW YORK CITY

FAMLYTOTAL FEDERAL, TOTALFAIYSTATESOCIAL NET CASH NET CASHASSISTANCE STATE TOTAL GROSS SECURITY INCOME PUBLIC AMDPOULIC MEDICAIDEARNINGS H.I SUMEMtNT-Y CASH INCOME WAE S LESS TAXES11 HOUSING ff/ HOUSING BENEFITS
0 0 $2Z400 0,944 04344 ~4,344 $,076 1-9,420 $8701/

720 2,400 1,944 5,064 37 ,027 946 6,973 870
1,000 2,213 1,944, 5,157 .51 5,106 929 6,03S 870
2,000 1,546 1,944 5,490 10.3 5,387 749 6,136 8703000 879 1,944 5,823 161; 5,658 568 6,226 8704,000 213 1,944 6,157 242 5,915' 388 6,303 8705000 - 1,490 6,490 464 6,026 207 6,233 46,000 - 823 6,823 711 6,112 27 6,139 N'7,000 - 156 7156 974 6,182 - 6,182 -418,000 - - 8,000 1,224- 6,776 - 6,776 A9,000 - 9,000 1,486 7514- 7514.



Footnotes for Tables 5-8

j The State supplemental payment is based on the AFDC payment
level for a family of four as of January 1971. The amounts shown assume
that the State cashes out food stamps as provided for in H-.R. 1 and
uses the Federal income disregards and definitions in computing payments.

~/All tables assume that no surplus commodities will be available to these
families. The food stamp cashout provision of H.R. 1 also serves to cash
out commodities, since no county can have both a food stamp and a commodity
program.

~/The medicaid benefit shown is the total (Federal and State) average
payment on behalf of all AFDC families in the State. Individual
families may receive higher or lower amounts, or nothing at all,
depending upon medical needs. Arizona has no Medicaid program.

SSection 209 of H.R. 1 provides a spend-down for medicaid coverige.
The value of this coverage to families above the standard depends
upon complex actuarial factors which vary from family to family and
are thus not susceptible to being shown in this format.

.E/ This column shows the fair market rental less the rent payable under the 1971
Housing Amendments, according to the formula:

Rent equals gross cash income minus 5%, minus
another 5% (assumed as average of several types
of deductions), minus $300 per minor child,
times 20%.

The "fair market rental" (as defined in terms of rent determinations
for relocation adjustment payments) in these cities are listed below.
The relationship of these figures to true market value is tenuous.

2 bedrooms

Phoenix. .......... $1,560
Wilmington. ........ 1,020
Chicago .. ......... 1,920
New York City . . . 1 180
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Senator CURTIS. Mr. Chairman, I ask unanimous consent that the
charts that were prepared last year in reference to the bill before us
concerning the same cities and the same comparison be lifted from
last year's hearings and reproduced act the hearings here. I realize
there will be some change, but there is some comparison we can make.

The CHAIRMAN. Well, that is requested, that that be clone and-
Senl'ator CURTIS. And placed in the hearings.
The CHIAFAN. That is authorized to be put in the hearings.
(The charts referred to follow. These are taken from the June 1970

Committee Print entitled "H.R. 16311, the Family Assistance Act of
1970, Revised and Resubmitted to the Committee onl Finance":)



TABLE I '-CURRENT LAW

Benefits potentially available to 4-person female-headed recipient families in Phoenix, Ariz.

Total Federal State Social Net
money Income income security money

AFDC i Income tax 3 tax 3 tax' 4 Income

Federal
portion

of ave rag
medicaid Total

Food benefit money and
bonus 8 to family~ a In-kind

$0 .......... $2,208
720 ..... 2,208
1,000 .... 2,208
2,000 .... 1,779
3,000 .... 1,319
4,000 .... 858
5,000 .... 398
6,000 ...............
7,000..............
8,000 ...............

$2,208 ............ ...........

2,928 ............. $35
3,2083.................... ... 48

3,779...................... 96
4,319....................... 144

4,858 $140 $8 192
5.398 316 23 240

6,000 528 37 288
7,000 706 58 336
8,000 902 79 374

$2,208 $441

2,893 441

3,160 441

3,683 441

4,175 441

4,518 441

4,819 441

5,104 ......

5,900 ......
6,645 ......

(8) $2,649 $1,078 $3,727

3,334 916
3,601 853

() 4,124
() 4,616

() 4,959
() 5,260
() 5,104

() 5,900

() 6,645

725
603

482

360

9360

8 100

' State splement is based on the following maximum payments: New
YorkCityi 3576 adjstedforrentas aid o pblichouIng), Chicao

rizna- 2,08.Wor-reatd epenes erebasd o etimated State
aveage of$70 inChiago $90 i Ne Yok; nd enealstandard prac-

11Social Security tax based on 4.8 percent of earnings up to $7,800.
6'Food bonus based on value of surplus commodities (Phoenix, Wilmington,

and New York City) or food stamp bonus (Chicago), based on local eligibility
schedules.

' Medicaid benefit shown is the Federal portion of the average benel'it for
all AFDC families in State. Individual fam'Iles may receive more or less
depending upon medical needs. State eligibility standards apply.

I Public housing bonus for New York and Chicago was calculated on the
basis of the value of privAte market rentals less the maximum rent allotment
for AFDC recipients ($90 in Chicago and $105 in New York?,.In Phoenix and Wilmington flat AFDC grants are generally given, with no
variation for rent. Henco, bonus equals the difference between rent paid and
equivalent private market rents as calculated by HUD. (See footnote 6,
Family Assistance rables, for method used by HUD in determining equiv-
alent private market rentals.) Rents in Phoenix and Wilmin gton assume
operation of the Brook~e amendment. Even where a welfare re nt schedule is
p resent, it was assumed that the Brooke amendment would govern- Net
Income was computed for families in each city based on exemptions and
deductions applied by each local authority's ad opted policy, as revealed in
HUD central fi as for public housing.

I No medicaid program.
0 Above continued'occupancy limits, but family may be allowed stay in pub-

lic housing until it finds private hous ng.

Earnings

Public
housing

bonus to
family' Toa

4,250

4,454
4,849

5,219
5,441

5,620
5,464

6,000
6,645

Tote I



TABLE 2 -CURRENT LAW

Benefits potentially available to 4-person female-headed recipient families in Wilmington, Del.

Federal
portion

of average
Total Federal Sta te Social

money income income security
Earnings AFDC I income tax 2 tax 3 tax

$0'.......$1,788 $1,788......

720.. 1,788 2,508 ............ $35

1,000 .... 1,788 2,788 .. . ..... 48

2,000 .... 1,788 3,788 ...... .... 96

3,000,. - 1,731 4,731 ...... ...... 144

4,000 .... 1,064 5,064 $140 $12 192

5,000.... 397 5,397 316 26 240

6,000........ .......... 6,000 528 51 288

Note: Only 29 percent of all AFDC recipients in Wilmington live in public housing.
I State supplement is based on the following maximum payments: New

York City-$ 3,576 (adjusted for rent as paid to public housing); Chicago-_
$2,976 (adjusted for rent as paid to public housing); Delaware-$I, 788;
Arizona-$ 2,208. Work-related expenses were based on estimated State
averages of $708 in Chicago, $900 in New York; and general standard prac-
tice of $480 in Phoenix and $660 in Wilmington.

2 Federal tax based on current schedule, including surcharge.
3State tax based on current schedules,

' Social Security tax based on 4.8 percent of earnings up to $7,800,
6Food bonus based on value of surplus commodities (Phoenix, Wilmington,

and New York City) or food stamp bonus (Chicago). based on local eligibility
schedules.

6 Medicaid benefit shown is the Federal portion of the average benefit for
all AFDC families in State, Individual families may receive more or less
depending upon medical needs. State eligibility standards apply.

Net medicaid TotalI
money Food benefit money and

income bonus 5to family in-kind

$1,788 $661

2,473 661

2,740 661

3,692 661

4,587 661

4,720 661

4,815 661

5,133 ...........

Public
housing

bonus to
family '

$219 $2,668 $693

219 3,353 531

219 3,620 468

219 4,572 243

219 5,467 31

219 5,600.....

219 5,695.....

.'.. 5,133 ....... ...

Total

$3,361

3,884

4,088

4,815

5,498

5,600

5,695

5,133

7 Public housing bonus lor New York and Chicago was calculpfed r.~ the
basis of the value of private market rentals less the maximum rent allotment
for AFDC recipients ($90 in Chicago and $105 in New York),

In Phoenix and Wilmington flat AFDC grants are generally given, with no
variation for rent. Hence, bonus equals the difference between rent paid and
equivalent private market rents as calculated by HUD. (See footnote 6,
Family Assistance Tables, for method used by HUD in determining equiv-
alent private market rentals.) Rents in Phoenix and Wilmington assume
operation of the Brooke amendment. Even where a welfare rent schedule is
present, it was assumed that the Brooke amendment would govern. Net
income was computed for families in each city based on exemptions and
deductions applied by each local, authority's adopted policy, as revealed in
H-UD central files for public housing.



TABLE 3 -CURRENT LAW

Benefits potentially available to 4-person female-headed recipient families In Chicago, Ill.

Earnings

$0.
720..
1,000
2,000. .
3,000.
4,000.
5,000..
6,000'.
7,000..
8,000.
9,000..

Total Federal State
money income income

AFDC I income tax 2 tax 3

$2,976
2,976
2,976
2,590
1,923
1,256

589

$2,976
3,696
3,976
4,590
4,923
5,256
5,589
6,000
7,000
8,000
9,000

$140
316
528
706
902

1,100

$11
21
32
42
53

Federal
portion

of average
Socal Net medicaid

security money Food benefit
tax 4 income bonus to family

$35
48
96

144
192
240
288
336
374
374

Note: Only 18 percent of all AFDC recirpientn in Chicago live In public housing.
State supplement is based on the following maximum pyets: New

Yo rk Clty-' 3,576 (adjusted for rent as paid to public housn) Chic 0" ago-
$ 2,9 76 adjustedd for rent as p aid to public housing); Delaware -$1,788;
Arizaa- 20.Wr-related expenses were based on estimated State

averages of $708 in Chicago, $900 in New York; and general standard prac-
tice of $480 in Phoenix and $660 in Wilmington.

2 Federal tax based on current schedule, including surcharge.
3 State tax based on current schedules.
4 Social Security tax based on 4.8 percent of earnings up to $7,800.
5 Food bonus based on value of surplus commodities (Phoenix, Wilmington,

and New York City) or food stamp bonus (Chicago), based on local eligibility
schedules.

IMedicaid benefit shown is the Federal portion of the average benefit for
all AFDC families in State. Individual families may receive more or less
depending upon medical needs. State eligibility standards apply

I Public housing bonus for New York and Chicago was calculted on the

$2,976
3,661
3,928
4,494
4,779
4,924
5,022
5,163
5,926
6,682

$480
360
312
288
288
288
288

$395
395
395
395
395
3-95
395

7,473 . .

TotalI
money and

i-kind

$3,851
4,416
4,635
5,177
5,462
5,607
5,705
5,163
5,926
6,682

Public
h o usin g

bonus to
family

$840
840
840
840
840
840
840
960

a720
S720

7,473 . .

TotalI

$4,691
5,256
5,475
6,017
6,302
6,447
6 ,545
6,123 n
6,646
7,402
7,473

basis of the value of private market rentals less the maximum rent allotment
for AFDC recipients ($90 in Chicago and $105 in iNew York).

In Phoenix and Wilming ton flat AFDC ants are generally given, with no
variation for rent. Hence, bonus equals the difference between rent paid and
equivalent private market rents as calculated by HUD. (See footnote 6,
Family Assistance Tables, for method used by HUD in determining equiv-
alent private market rentals.) Rents in Phoenix and Wilmington assume
operation of the Brooke amendment. Even where a welfare rent schedule is
present, it was assumed that the Brooke amendment would govern. Net
income was computed for families in each cit y based on exemptions and
deductions applied by each local. authority's adopted policy, as revealed in
HUD central files for public housing.

8 Bonus increases above AFDC breakeven as far lies move from welfare
to nonwelfare rent schedules.

PAbove continued occupancy limits, but families would be allowed to stay,
at higher rent, until other housing is located.

. . . . . . . . . .



TABLE 4 .- CURRENT LAW

Benefits potentially available to 4-person female-headed recipient families in New York, N.Y.

Tctal

Earnings AFDC I income

$0..

Federal State Social
income income security

tax 2 tax 3 tax'4

$3,576 $3,576.

720 ..... 3,576

1,000 .. .. 3,382
2,000 .. .. 2,715
3,000 .... 2,048
4,000 .. .. 1,381
5,000 .. .. 714
6,000 ... 47
7,000 .......
8,000 .. . . . . . .

9,000 ..... .

4,296

4,382
4,715
5,048
5,381
5,714
6,047

7,000
8,000
9,000

$140
316
528
706
902

1,100

$1

28

55

91

127
170

144
192
240
288
336
374
374

Noe: Only 8 percent of oill AFDC recipients in New Yorki City live In public hoausing.
I State supplement is based on the following maximum payments: Now

York City-$3,576 (adjusted for rent as paid to public housing); Chicago-
$2,976 (adjusted for rent as p aid to public housing); Delaware-Si ,788;

Arizona-$ 2208. Work-related expenses were based on estimated State
averages of $708 in Chicago, $900 in New York; and general standard prac-
tice of $480 in Phoenix and $660 in Wilmington.

2 Federal tax based on current schedule, including surcharge.
3State tax based on current schedules.

' Social Security tax based on 4.8 percent of earnings up to $7,800.
1Food bonus based on value of surplus commodities (Phoenix, Wilmington,

and New York City) or food stamp bonus (Chicago), based on local eligibility
schedules.

a Medicaid benefit shown is the Federal portion of the average benefit for
all AFDC families in State, Individual families may receive more or less
depending upon medical needs, State eligibility standards apply

7 Public housing bonus for New York and Chicago was calculted on the

Net
money

income

$3,576

4,261

4,334
4,619

4,904
5,048
5,130
5,176
5,867
6,597
7,356

Federal
portion

of average
medicaid Total

Food benefit money and
bonus tto family 6 in-kind

$522

522

522
522
522
522
522
522

$577

577

577
577
577
577
577
577

$4,675

5,360

5,433
5,718
6,003
6,147
6,229
6,275
5,867
6,597
7,356

Public
housing

bonus to
familyI

$420

420

420
420
420
420
420
420
720
720

Total

$5,095

5,780

5,853
6,138
6,423
6,567
6,649
6,695
6,587
7,317

(8) 7,356

basis of the value of private market rentals less the maximum rent allotment
for AFDC recipients ($90 in Ch..'ago and $105 in New York).

In Phoenix and Witlmington flat tAFDC grants are generally given, with no
variation for rent. Hence, bonus equals the difference between rent paid and
equivalent private market rents as calculated by HUD. (See footnote 6,
Family Assistance Tables, for method used by HUD in determining ecquiv-
alent private market rentals, (Rents in Phoenix and Wilmington assume
operation of the Brooke amendment. Even where a welfare rent schedule is
present, it was assumed that the tBrooke amendment would govern. Net
income was computed for families in each city based on exemptions and
deductions affplied by each loca! authority's adopted policy, as revealed in
HUD central files for public housing,

IAbove continued occupancy limits, but family would be allowed to stay
until other housing is located, Bunus increases above AFDC b.eakeven as
families move from welfare to nonwelfare rent schedules.



TABLE 5-FAMILY ASSISTANCE
(includes public housing which will be available to only 6 percent of family assistance families nationwide.)

Benefits potentially available to 4-person female-headed family in Phoenix, Ariz.

Earnings
State

FAP benefit I supplement 2

$0 ......... $1,600 $608
720 ........ 1,600 608
1,000 ..... .. 1,460 561
2,000 ..... .. 960 394
3,000..... 460 227
4,000 ... . . . . . . . . . . 39
5,000... .................. I........ ....
6 ,0 00 .. . . . . .I. . . . . . . I.. . . .I
7,000 ... ...I. . . .. - I. .. ... .

Federal,
State, and

Total gross social
money security Food stamp

income taxes 3 bonus 4

$2,208
2,928
3,021
3,354
3,687
4,039
5,000
6,000
7,000

*$37
52

104
156
246
457
689
944

$646
417
388
282
176

64

Medical
insurance

bonus'

$470
434
428
395
361
326
155

Housing
bonus to

family under
Total net proposed

money and 1970
in-kind Housing Act

$3,324
3,742
3,785
3,927
4,068
4,183
4,698
5,311
6,056

$1,118
974
956
889
823
740
500
250

I Family assistance benefits -are $1,600 for a family of 4 with no other
income, based on $500 each for the 1st 2 persons, $300 each for succeed-
In g persons. Family assistance benefits are reduced 50 percent for earnings,
after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.

2 State supplementary payments are based on current payment levels
with a 67 percent reduction rate for earnings, after the initial disregard of
$720 and a single deduction for Federal income taxes.

$ Federal Income taxes computed on the schedule effective in 1972,
assuming no surcharge. State taxes are computed on current State
schedule. Social security taxes reflect the increase from 4.8 to 5.2 percent
of earnings up to $9,000 which will be effective January 1971.

4 Food assistance is based on present estimates that the food stamp
program will replace the surplus commodity program in virtually all areas
within the 1st year of operation of family assistance. Food stamp bonus Is
the difference between the coupon allotment ($1,272) and the purchase
price (31.8 percent of gross income less $24011.

6 The assumption here is that the family health insurance program would
replace the present medicaid program for families with a health insurance
pollc having a $500 premium value. This policy value includes no supple-
ment~ation whiich the States might wish to make. Medical insurance bonus
is the difference between contributions and the illustrative premium value

of $500. The following illustrative contribution schedule is assumed: 0 per-
cent of gross income to $1 600, 5 percent of that amount of gross income
between $1,600 and $3,060, 10 percent from $3,000 to f4,500 and 25
percent of gross income from $4,500 to $5,620. Full participation Is assumed.

aThe housing bonus is calculated on the basis of the proposed 1970
Housing Act (5.3639). That act sets a uniform system of rents for all sub-
sidized rental housing, public and private, based upon fixed percentages
of family income after $300 is deducted from gross income for each child
in excess of 2. On the 1st $3 500 families must pay 20 percent of net income
for rent: on the amount ovev $3,600, 25 percent.4(t is assumed that applica-
tion of the 20 to 25 percent rent-income rati oin private subsidy program
would, in the aggregate, cover project operating costs. In the private pro-
gram subsidy isli mited to princi pal and interest on the capital cost of the
proje ct and the aggregate of all project rents must be sufficient to cover
prolect operating expenses.) The bonus is the difference between prevailing
private rents for housing of modest standards in the 4 cities, based on the
most recent determinations for relocation assistance payments, Form HUDl
6148. lIn Phoenix, the local FHA insuring office's chief underwriter provided
prevailing rents for standard housing in blue-collar neighborhoods plus
utility allowances, since there is no H-UD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for 4 person
families. The private annual gross rent assumed In Phoenix is $1,500.

Total net
money and

in-kind

$4,442
4,716
4,741
4,816
4,891
4,923
5,198
5,561
6,056



TABLE 6-FAMILY ASSISTANCE

(Includes public housing which will be available to only 6 percent of family assistance families nationwide.)
Benefits potentially available to 4-person female-headed family in Wilmington, Del.

State
Earnings FAP benefit' supplements

$0 ......... $1,600 $188
720 ........ 1,600 188
1,000.............. 1,460 141
2,000 ...... . 960 .......
3,000 ... . . .. 460 . . . . . .
4,000 ... . . . I. .. I.. .. . . I.. . . . .
5 ,0 0 0 .. . . . . . . . . . . .I. . . . .I . . .
6 ,0 0 0 .... . . . . . . . . . . . . . . . ..1

Hou sing
Federal bonus to

State, and family under
Total gross social Medical Total net proposed

money security Food stamp insurance money and 1970
income taxes 3 bonus 4 bonus 5 in-kind Housing Acte

$1,788
2,508
2,601
2,960
3,460
4,000
5,000
6,000

$37
52

104
156
249
460
699

$780
551
521
407
248

76

$491
455
450
432
384
330
155

$3,059
3,477
3,520
3,695
3,936
4,157
4,695
5,301

$722
578
560
488
388
270

20

IFamily assistance benefits are $1,600 for a family of four with no other
Income, based on $500 each for the first two persons, $300 each for succeed-
In g persons. Family assistance benefits are reduced 50 percent for earnings,
after the initial disregard of $720 for work-related expenses and a single
deduction for Federal income taxes.

2 State supplementary payments are based on current payment levels
with a 67-percent reduction rate for earnings, after the initial disregard of
$720 and a single deduction for Federal Income taxes.

I Federal Income taxes computed on the schedule effective in 1972, as-
sumning no surcharge. State taxes are computed on current State schedules.
Social security taxes reflect the increase from 4.8 to 5.2 percent of earnings
up to $9,000 which will be effective Jan. 1971.

4Food assistance is based on present estimates that the food stamp po
ram will replace the surplus commodity program in virtually all areas within~he 1st year of operation of family assistance. Food stamp bonus is the

difference between the coupon allotment ($1,272) and the purchase price
(31.8 percent of gross income less $240).

6The assumption here is that the family health insurance program would
replace the present medicaid prog jam for families with a health insurance
policy having a $500 premium value. This policy value includes no supple-
mentation which the States mi ht wish to make. Medical insurance bonus
Is the difference between contributions and the Illustrative premium value

of $500. The following illustrative contribution schedule is assumed: 0
Se rcent of gross income to $1,600, 5 percent of that amount of gross income
etween $1,600 and $3,000, 10 percent from $3 000 to $4 500 and 25

percent of gross income frm $4,500 to $5,626. Full participation is
assumed.-

8 The housing bonus is calculated on the basis of the proposed 1970 Hous-
ing Act (S. 3639). That act sets a uniform system of rents for all subsidized
rental housing public and private, based upon fixed percentages of family
Income after $1300 is deducted from gross income for each cild in excess
of 2.On the 1st $3,500 families must pay 20 percent of iiet ircome for rent*
on the amount over $1,500, 25 percent. (it is assumed that application ol
the 20-25 percent rent-income ratio in the private subsidy program would,
in the a~rg ,cvrpoetoeaigcss ntepiaeporamn sub-
sidy iliietopncpladitrsontecptlcsofteroject and
the agrgtofalpoetrnsmsbeufcettcoepret operating
expenss)Tebnsi h ifrnebtenpealn rvt rents for
housing fmoetsadrsith4ciisbaeonte otrecent dle-
termintosfrrlcto sitnepyetFr U 6148. In
Phoenx th oa H nuigofc' he newie rvdd prevail-
Ing ret o tnadhuigi lecla egbrodpus utility

allowances, since there is noHUD-aide relction program. it was assumed
that the required unit sizes were 2-bedroom units for 4 person families.
The private annual gross rent assumed in Wilmington is $1,020.

Total net
money and

in-kind

$3,781
4,055
4,080
4,183
4,324
4,427
4,715
5,301



TABLE 7-FAMILY ASSISTANCE

(includes public housing which will be available to only 6 percent of family assistance families nationwide.)
Benefits potentially available to 4-person female-headed family in Chicago, Ill.

Total gross
State money

Earnings FAP benefit I supplement 2 income

$0 .... .... $1,600 $1,556
720 ........ 1,600 1,556
1,000 .... .. 1,460 1,509
2,000 ..... .. 960 1,342
3,000 ...... 460 1,175
4,000 ... . . . .I , . . . . 987
5,000 .. . . . . . . . . . . .. 416
6 ,0 0 0 .. . . . . . .I -. . .. . . . . . .
7,000 .. . . . . . . . . . . . . . .
8 ,000 .. . . . . . . . . . I.. . . . . .
9 ,000 .... . . . . . . . . . . .. . . .1

$3,156
3,876
3,969
4,302
4,635
4,987
5,416
6,000
7,000
8,000
9,000

Federal.
State, and

social
security

taxes

$37
52

104
156
236
443
669
912

1,134
1,369

Medical
Food stamp insurance

bonus' bonus'

$345 $414
116 342
86 333
..... 300

.... .... . .. 246
158

.... ... 51

Housing
bonus to

family under
Total net proposed

money and 1970
in-kind Housing Act'

$3,915
4,297
4,336
4,498
4,725
4,909
5,024
5,331
6,088
6,866
7,631

$1,349
1,201
1,178
1,095
1,011

923
816
670
420
170

I Family assista nce benefits are $1,600 for a family of four with no other
Income, based on $500 each for the first two persons, $300 each for succeed-
In g persons. Family assistance -enefits are reduced 50 percent for earnings,
after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.

2 State supplementary payments are based on current payment levels
with a 67-percent reduction rate for earnings, after the initial disregard of
$720 and a single deduction for Federal income taxes.

3 Federal income taxes computed on the schedule effective in 1972, as-
siuming no surcharge. State taxes are computed on current State schedules.
Social security taxes reflect the increase from 4,8 to 5.2 percent of earnings
up to $9,000 which will be effective Jan. 1971.

4 Food assistance is based on present estimates that the food stamp pro
am will replace the surplus commodity program in virtually all areas within~he 1st year of operation of family assistance. Food stamp bonus is the

difference between the coupon allotment ($1,272) and the purchase price
(31.8 percent of gross income less $240).

5The assumption here is that the family health insurance program would
replace the present medicaid program for families with a health insurance
policy having a $500 premium value. This policy value includes no supple-
mentation which the States might wish to make. Medical insurance bonus
is the difference between contributions and the illustrative premium value
of $500. The following illustrative contribution schedule is assumed:

0 percent of gross Income to $1,600, 5 percent of that amount of gross income
between $1,600 and $3,000, 10 percent from $3 000 to $4 500 arid 25
percent of gross income from $4,500 to $5,626. Full par~ticipation is
assumed.

' The housing bonus is calculated on the basis of the proposed 1970 Hous-
ing Act (S. 3639). That act sets a uniform system of rents for all subsidized
rental housing, public and private, based upon fixed percentages of family
income after $300 is deducted from gross income for each child in excess
of 2. On the 1st $3,500, families must pay 20 percent of net income for rent*
on the amount over $3,500, 25 percent. (it is assumed that application of
the 20-25 percent rent-income ratio in the private subsidy program would,
in the agrgtcvrpoetoeaigcssntepiaeporam sub-
sidy iliietopicpladitrsontecptlcsofterolect and
the age gaeo l rjc et utb ufcett oe rlc perating
expene)Tebnsithdifrnebtenpealnprve rents for
housing ofmds tnad nte4ctebsdo h otrcent de-
termintosfrrlcto sitnepyetFr U 6148. In
Phoenx h oa H nuigofcscifudrrtrpoie prevail-
igrnsfrsadrhing ngi lecla egbrodpus utility
allowances, since there is no H D-aided relocation program. It was assumed
that the required unit sizes were 2-bedroom units for 4 person families.
The private annual gross rent assumed in Chicao is $1,929L.'

Total net
money and

in-kind

$5,264
5,498
5,514
5,593
5,736
5,832
5,840
6,001
6 508
7:036
7,631



TABLE 8-FAMILY ASSISTANCE
(includes public housing which will be available to only 6 percent of family assistance families nationwide.)

Benefits potentially available to 4-person female-headed family in New York, N.Y.

HousingFederal bonus toState, and family underTotal gross social Medical Total net proposed Total netState money security Food stamp insurance money and 19 70 money andEarnings FAIR benefit'I supplement 2 Income taxes 3 bonus 4 bonus$ in-kind Housing Acts in-kind

$0................ $1,600 $2,156
120................ 1,600 2,156
1,000.............. 1,460 2,109
2,000............... 960 1,942
3,000............... 460 1,775
4,000................ .......... 1,587
5,000 ............ .. 1,016
6,000 ...... ...... .. 459
7,000 ...........I. . . . . . . . . . . . . .
8,000 ..........................

$3,756
4,476
4,569
4,902
5,235
5,587
6,016
6,459
7,000
8,000

.......... $154 $354
$37 ........ 282

52 ........ 263
104 ........ 180
156 ........ 96
237 .. . . . . . .8
460 . . . . . . . . . . . . .
703 .. .. ... .. .. ...
971 .......................

1,219 ... . . . . . . . . . . .

$4,264 $989
4,721 811
4,780 788
4,978 705
5,175 621
5,358 533
5,556 426
5,756 315
6,029 180
6,781 . . . . . . .

I Family assistance benefits are $1,600 for a family of four with no otherin come, based on $500 each for the first two persons $300 each for succeed-Igpersons. Family assistance benefits are reduced ;8 percent for earnings,afer the Initial disregard of $720 for work-related expenses and a singlededuction for Federal Income taxes.
2 State supplementary payments are based on current payment levels

with a 67-percent reduction rate for earnings, after the initial disregard of$720 and a single deduction for Federal Income taxes.
8 Federal income taxes computed on the schedule effective in 1972, as-

sumning no surcharge. State taxes are computed on current State schedules.
Social security taxes reflect the increase from 4.8 to 5.2 percent of earnings
up to $9,000 which will be effective Jan. 1971.

4Food assistance is based on present estimates that the food stamp pro-
rm will replace the surplus commodity program in virtually all areas within~he 1st year of operation of family assistant. (New York City will commence

a food stamp program in the fall of 1970.) Food stamp bonus is the difference
between the coupon allotment ($1,272) and the purchase price (31.8 per-
cent of gross income less $240)

6 The assumption here is that the family health insurance program would
replace the present medicaid program for families with a health insurance
policy having a $500 premium value. This policy value includes no supple-
mentation which the States might wish to make. Medical insurance bonus
Is the difference between contributions and the illustrative premium value

of $500. The following Illustrative contribution schedule is assumed: 0
percent of gross income to $1,600, 5 percent of that amount of gross Income~etween $1,600 and $3,000, 10 percent from $32000 to $4,500 and 25

percent of gross income from $4,500 to $5,626. Full participation is
assu med.-

6The housing bonus is calculated on the basis of the pro po sed 1970 Hous-
Ing Act (S. 3639). That act sets a uniform system of rents for all subsidized
rental housing public and private, based upon fixed percentages of family
Income after $1300 is deducted from gross income for each child in excess
of 2. On the 1st $3,500, families must pay 20 percent of net income for rent,
on the amount over $3,500, 25 percent. (it is assumed that application of
the 20-25 percent rent-income ratio in the private subsidy program would,
in the aggregate, cover project operating costs. In the private program sub-
siid y is Imited to principal and interest on the capital cost of the project and
thea agreg'ate of 1l project rents must be sufficient to cover project operating
expen ses. The bonus is the difference between prevailing private rents for
housng of modest standards in the 4 cities, based on the most recent de-
terminations for relocation assistance payments, Form HUD 6148. In
Phoenix, the local FHA insuring office's chief underwriter provided prevail-
Ing rents for standard housing in blue-collar neighborhoods, plus utility
allowances, since there is no HUD0-aided relocation program, It was assumed
that the required unit sizes were 2-bedroom units for 4 person families.
The private annual gross rent assumed in New York is $1,680.

$5,253
5,532
5,568
5,683
5,796
5,891
5,982
6,071
6,2090
6,781



The CHAIRMtAN. We would like to have a chart presentation that
would show the kind of information the committee wants so that
everybody can look at it and see to what extent the work incentive
actually is a work incentive.

Secretary RICihARDSON. We would be prepared to do that at any
time, Mr. Chairman. Perhaps tomorrow morning would be a good
time.

Senator CURTIS. I think that is satisfactory. We should have time
to-

ThieCHAIRAIAN. If you have provided us with what is in Senator
Curtis' hand, what Senator Curtis wants, hie wants that on a big
enough chart so he can look at it. If you can take the charts we had
last year and see how this worked out, we would like to have the
same information put in the same columns to see how it works out.
You have pointed out here that a lot has been done about that.

Secretary RICHARDSON. Yes.
The CHAIRMEAN. I think that is fine, but I think we ought to see that.
Senator CURTIS. I understand they have the charts. I am not calling

for the charts at this point because of the limitation of time, but I
would like to see them printed in the hearing at the beginning so we
can study them as we go along.

The CHAIRMAN. Yes; that will be done.
Secretary RICHARDSON. Could I ask, Senator Curtis, at this point,

in addition to the charts that Senator Curtis has identified, that there
also be included an analysis which incorporates as well what we in
HEW regard to be a more accurate economic picture of the situation
of each of the families in those cities?

The Chairman. I am happy to do that, Mr. Secretary. As far as I
am concerned, it is perfectly all right with me for you to put every-
thing in the record that supports your argument. I am not too con-
cerned if the record is stacked as high as the Encyclopedia Britannica
as long as we have the facts and get both sides of the argument. As a
matter of fact, we have had so many different contentions that we
finally decided we cannot rely on anybody but ourselves, and I am not
so sure we can safely do that. But we have about decided that we will
try to acquire enough expertise on these facts in this committee that
we can come u,,, with cost estimates that we believe can be more accu-
rate than yours, because we have not been completely satisfied with
yours. And I am not sure we are completely satisfied with anybody
else's. We are just trying to gret. the facts, that is all.

Senator CURTIS. That is right, and I think anybody here should be
allowed to point out anything that hie thinks is pertinent to these
facts or the interpretation of them.

(Information follows:)

65-745 0 - 71 - pt. 1 - 6
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.11. R. 1 WORK

INCENTIVES

July 20, 1971

Prepared by:
Department of Health, Education and Welfare

COMPARISON OF BENEFITS AVAILABLE FOR SELECTED
INCOME-TESTED PROGRAMS UNDER H.R. 1 AND CURRENT LAW--

Explanation of Tables

The following tables present information on how a variety of
Federal assistance programs directed toward the poor would
interact if all benefits were being received by a single family.
This information was calculated at the request of the Finance
Committee by the Department of Health, Education, and Welfare.
To avoid misinterpretation of these data, this text and the foot-
n~otes accompanying the tables must be carefully read. The
following points are offered in an effort to present these tables
in the correct context.

1. The tables show economic benefits, not disposable in-
come. Thus, fringe benefits connected with employment (paid
vacation, medical insurance, pension plan, and so on) are in-
cluded, as are benefits in kind under public programs. No
reduction for the Social Security payroll tax is shown, since,
depending upon the discount rate chosen, discounted value of
future Social Security benefits for the low income group may
well exceed the present deductions. (Nor has the employer's
contribution to Social Security been counted in the fringe
benefitst)

2. The tables distort the nature of the work decision.
The tables show earnings from employment rising in $1,000 inter-
vals. All available evidence suggests, however, that the work
decision is seldom made in such incremental terms, but rather
is generally in terms of:

" going from no work to part-time work;
" no work to full-time work;
" part-time to full-time work; or
o full-time to no work.

These employment statuses are noted on the tables, and it is
these points that should be most carefully examined.

3. The tables cannot adequately represent all the benefits--
financial, physical, social, psychological-:-that may accrue from
employment. As earned income rises, other factors such as level
of skill, responsibility, personal satisfaction, social standing,
healthfulness and safety of work conditions also typically in-
crease, resulting in additional qualitative benefits which cannot
be shown here.



4. Discretionary income increases as income rises. At
the margin, the higher dollar income from greater hours of work
may seem small from some perspectives. At low income levels,
however, an income gain may represent a more than 100 percent
increase in discretionary income above the fixed expenses of
rent, food, clothing and the like, as compared with previous
discretionary income. This is the income which may offer the
greatest incentives to low income workers.

5. F~ew families can accumulate all these benefits. The
tables invi1te the reader to look at the cumulative impact of
all these programs. In point of fact, however, few families
can manage to combine benefits from all these programs. For
example, less than 40 percent of AFDC recipients are now
receiving food stamps. It is estimated that only 7 percent
of FAP eligibles will live in public housing. Hence, these
tables do not present a correct picture of the typical recipient
family.

6. Losses in medical benefits have questionable impact on
work incentives. Tables 1-4 show minimum incentives at
the point in earnings where Medicaid benefits abruptly terminate.
The suggestion has been made that work incentives cannot be ef-
fective until this Medicaid notch is removed. While the Admin-
istration has made a proposal to eliminate this notch, the
alleged work disincentive effect is of doubtful validity in
practice. Few if any workers would make the judgment about
whether to work harder and earn more based on what would happen
to their Medicaid coverage--the vast majority of full-time
workers have some health insurance available through their em-
ployment. The "notch" exists only when a family member has an
illness which causes him to draw substantial benefits. And
even in such cases, the situation is usually unpredictable
and would hardly have figured int6 the employment decision.

In fact, use of the average Medicaid benefit as a standard is
misleading in and of itself. A more accurate economic measure
would be the cost for this family in the private insurance
market to duplicate exactly the Medicaid package.

7. Choices must be faced. Finally, it must be clearly
understood that the mathemalti-cs of these benefit structures
presents a clear choice which cannot be avoided. Either
benefit structures will be scaled with earnings, so that
there are no abrupt terminations of benefits as earnings rise,
or there will be sudden work disincentive notches. if benefit
structures are scaled with earnings, the reduction rate chosen,
in combination with the maximum payment to a family of no earn-
ings, arithmetically determines the break-even point (that point



of earnings at which benefits cease). The higher the breakeven
point rises above the poverty line, (and decreasing the reduc-
tion rate to increase work incentives raises this breakeven
drastically) the more money is spent on families who are not
truly poor.

The reduction rates shown for H.R. 1 (tables 5-8) provide
strong financial incentives to work--far superior to the
present system. For example:

A woman required to work in Wil- Chi- New
who accepts a part-time job Phoenix mnton cago York
earning $2000 a year gains: $2070 $2018 $2410 $2594

over her total benefits at zero income.

A woman accepts a full-time
job earning $4000 a year
gains: $3223 $3160 $3577 $3727.

over her total benefits at zero income.

8. The public housing decision cannot be adequately repre-
sented by these charts. While the rents payable in public housing
with varying levels of income are shown on the charts and ex-
plained in the footnotes, it is extremely misleading to talk about
a public housing "bonus", since the amount from which rent is
deducted to get this "bonus" often bears little relation to true
market value. The decision typically facing a family in public
housing is not acceptance or rejection of some mystical bonus,
but rather whether or not better housing is available at affordable
rents in the private market.



Benefits Available Under Current Law to a Female-
Headed Family of Four in Phoenix, Arizona

Job related benefits Fdrl NtTotal

Employment Status Value of Cor Sdy tate income benefits Public housing rentEarnings Total AFDC Valu a' income and Medicaidad
'ri; b I taxes benefits including pa

IA. Families initially falling below need standard; eliaible for AFDC
NRequired o work

Work part-time at $2.00 per hour

Worksfull-timie at $2.00 per houir

0'$ 0
0 0
8/ 720
8/ 2,000

250 3,250
500 4,500

1,000 6,000
1,600 7,600
2, 300 9,300
3, 200 11,200

$1,996
1,996
1,996
1,598
1, 164

731
298

0
0
0

Families above need standard; ineligible for AFDC 2/

$ 441
441
441
441
441
441
441

0
0
0

4,000 500 4,500-----
5,000 1,000 6,000 -------
6,000 1,600 7,600- ---
7,000 2,300 9,300-----

8003,200 112001----

0 $2,437 No $2,437 $ 456
0 2,437 Medicaid 2,437 456
0 3, 157 program 3, 157 456
0 4,039 4,039 528
0 4,855 4,855 636

14 5,658 5,658 732
178 6,561 6,561 840
369 7,231 7,231 960
577 8,723 8,723 1,140

77 10,Q426 10,426 2/

14 4,4 86 -No - 486 600
178 5,822 Medicaid 5,822 780
369 7, 231 program 7,.231 960
577 8,723 8,723 1,1 40
7741IQ,426 10,4261 2

$ 0
0

720
2.000
3000
4,000
5,000
6,000
7,000
8, 000

*Only 7% of all AFDC recipients nation-wide living in public housing Yf



BenefitsvaTiable Under Current Law to a Female-
Headed Family of Four in Wilmington, Delaware
Job related benefits

Value of
Earnings friJe TotalI

below ieed standard; el

Works part-timedat $2.00 2,000' & 2000 1,482 661
per hour 13.000 250 3,250 815 6611Works fulltme at$2.00 4,0C 50O4.0 148 661
per hour 5,00f 1000 6,000 0 0

6.000 1,6001 7,600 01 0
B. Families above need standard; ineligible for AFDC V/

4 ,0) 50 64500-----5,000 1 6,00----7---- _6,000 1,600 7,600- ---

25
187
376

t only 7% of all AFDC recipients nationwide living in public housing i

4,475
5,813
7,224

No medi-
cally
needy
program

$q.187$ 2 -866
3,187; 266
3,907 437
4.6031 602
5,178 681
5,.7441 754
5,813 963
7,2241 7/

4475 - 725
5,813 963
7,224 i

Employment Status

A. Families initially falling
Required to work 1$
Not required to workI



Benefits Available Under Current Law to a Female -
Headed Family of Four in Chicago, Ilni

Job related benefits Federal Net Total
TValue of Food SState income income 15 Public housing rentEmployment Status Earnings frng' Total AFDC Stamp income an Medicaid b ai d

beneft Bonus V' taxes benefits I/ icu dirg~Medica id
A_ Families initiallY faflin below need standard; eli 'le for AFDC ___ __ _____

Required to work $ 0 $ 05 $ 0$ 3,384$ 408$ 0 $3,792 $910$4,702 $ 840
Not required to work 0 01 0 3,384 I 408 0 3,792 910 4,702 840

720 ?W 720 3,384 I 312 0 4,416 910 5,326 840
Vkrks part-time at $200pe h 2,000 9/ 2,000 2,890 288 0 5,178 910 6,088 840

3,000 2501 3,250 2,224 288 0 5,762 910 6,672 840
Worksfill-time at 00 per hour 4000 500' 4,500 1,557 288 0 6,345 910 7,255 840

5,000 1.'000 6,000 890 288 164 7014 910 7924 840
6,000 1,6001 ,6 00 224 Z88 349 7,763 910 8,673 840
7,000 2,300 j 9,3 00 0 0 545 8,755 0 8,755 2
8,000 3,200 11,200 0 0 723 10477 0 10,477 i
mwo ___ ,000 ,60 12600J_ 0 0 908 _1169Z_2 0 116921 ___1

B. Families above need standard; inelij ibe for AFDC I'
4,000 500 4,500- ------ 0 4,500 91 4, 5 0T 0 _ _725-'5000 1,00' 6000- -- 164 5836 1/ 5836 840600 1'600 1600 --------- 349 1251 v' ,2 51 8407000 1,300 4300------- --- 545 8,755 &8, 755 1/8,000 3,203 11,200-------723 10,477 9IQ0477 2

____ _ 9001 3,600 12, 6 00 908 j11692 1 1692
1v Ony 7% of all AF DC recipients nation-wide living in public housing V,



Benefits Available Under Current Law to a Femalz.
,Headed Family of Four in New York, New YorkIJob rlated benefits I ' Total

fleofFood Federal Net income IPublic housing rentEmployment Status Eannsfig LoAAFDC Stamp It State income Medicaid benefits pi
benefits B onus V/ income and V/ including

taxes benef ifs MedicaidA. Families initially falling below need Standard;- eligible for AFDC___
Reguirdto work ;40J 0 [f$3,75_6 $ -312 E 0 $,0_68 $ 8-70 $4,-9380 T__IO20_- -Not required to work 01 0 0j 3756 3121 0 4,068 870 4,938 1,020720 ~ ' 720 3,1756 288 1 0 4,764 870 5,634 1,020Work parttieI2pehr 2,00 8J 2,0 3472 288 0 5,760 870 6,630 1,020,3,00000 250~ 32501 2,806 288 9 16,335 870 7,205 1,020Wrk full- timneat$2.00pr hor 4,'000 500i 4:5001 2,139 288 34 6,893 870 7,763 1,0205,000 1,0001 6.'0001 11,472 288 204 7556 870 8,426 1,0206,000 1,6001 7,6001 806 288 399 8,295 870 9,165 1,0207,000 2,300 9,300 139 288 610 9,117 870 9,987 1,0208,000 3,200 11,2000 0 0 808 10,392 6/ 6/ 960j~0 ,0, 260 0 0 1018 11,582 6/ 6/ V/B. Families above need standard; inlI' ible for AFDC ~

5,00011j--I,000 6,00----- Q 5,796 76T -6,0001 1,600 7,600----- ------- 399 7,201 §J 7,20 I 9607,000 2,300 9, 300------610 8,690 6/ 8 690!1 9608,oo3,00120-------808 10,392 6/10,392 V 9609,000' 36001 12,600 - --- 1,018 11582N 611158
tonly 7% of all AFDC recipients nationwide living in public housing PJL/ 2



Footnotes for Charts 1-4

l/ Based on average data for selected industries, as reported to the
Bureau of Labor Statistics.

2/ This is the so-called AFDC "notch", wherein working women with
incomes above the AFDC need standard are not eligible for supplemen-
tation despite the fact thpt their total incomes may be below the
AFDC breakeven level for women already receiving welfare. If a
woman reduces her earnings below the need standard she may then
be eligible for supplementation under the $30+1/3 earnings disre-
gard rule.

3/ Food bonus based on value of surplus commodities (Phoenix and
Wilmington) or food stamp bonus (Chicago and New York), using local
eligibility schedules. Food stamp bonus is the difference between
the coupon allotment ($1,272 per annum for a family of four) and
the purchase price of the coupons.

4/ Medicaid benefit shown is the total (Federal, State and local)
average payment on behalf of all AFDC families in the State. In-
dividual families may receive higher or lower amounts, or nothing
at all, depending upon medical needs.

5/ The amount shown is rent paid. The "fair market rental" (as de-
fined in terms of rent determinations for relocation adjustment
payments) in these cities are listed below. The relationship of
these figures to true market value is tenuous.

2 bedrooms

Phoenix ...................... $1,560
Wilmington ................ .. 1,020
Chicago ....................... 1,920
New York City... ..............1,680

6/ Illinois and New York have medically needy programs, the income
limitations for which are $3,600 net in Illinois and $5,000 in
New York. Above these limits "spend-down" provisions apply, and
the value of such coverage depends upon actual illness and medical
expenses incurred by the family.

7/ Above continued occupancy limits but family may be allowed to stay,
at higher rents, if no other housing is available.

8/ Fringe benefits are generally negligible for part time work. Hence,
no benefits are shown for this earnings level.



BENEFIS POTENTIALLY AVAILABLE UNDER HRK. 110O A FEMALE-PEADED FAILY OF FOUR IN
PHOENIX, ARIZONA

JOB-PRELATED BENEFITS CASH ASSISTANCE UNDER, FEDERAL NET PUBLIC
WORK STATUS ,,VALUE H. HR. i AND SMTE INCOME MEDICAID HOUSINGEARNING FRNE! TOTAL FEEANSAECOME AND A' BENEFITS REN

__________________ ____BENEFITS BENEFITS SUPPLEMEN TOA AXES BENEFITS ___ PAI D*

REQUIRED TO REGSTER FOR
woRKi~ $0 $0 41.600 $4248 St,848 $0 $t48M $0 fil $194
NOT REQUIRED TO REGISTER 0 0 0 2A00 372 2.372 0 2,772 0 320
FOR WORK 120 9Y 720 2,400 372 2.172 0 J.492 0 460

WORK6 PART-TIME AT $2 2,000 W/ WOO .F46 372 1,918 0 4918 0 627PER. POUR. .000 '260 3.260 8719 .372 1.261 0 14,601 0 587
WORK FULL-TIME AT $2 4000 600 4WDC 216 372 585 14 .11 0 648PER HOUR 5;.000 1.000 6.009 0 0 0 178 $6822 0 723

*kONLY 7% OF ALL AFDC KECIPIEP4TS NATION-WIDE LIVING IN PUBLIC HOUSING



BENEFITS POTENTIALLY AVAILABLE UNDER~ l.1K. 1 TO A FEMALE-WEADED FAMILY OF FOUR IN
___________ WILMINGTON, DILAARE______

JOB-RELATED BENEFITS CASH ASSISTANCE UNDER FEDERAL NET 1 PUBLIC
WORK VLUE OF. 1H. R. I AND STATE INCOME MEDICAID HOUSINGSTATUS EARNINGS FRINGES' TOTAL FEDERALl STATE?/ ICME AND- BE 'NEFITS RENT

____BENEFITS -BENEFIT SUPPLEME TOTAL TAENC NFISPADI 
__ 

AE EEIS 
AD

REQUIRED TO REGISTER
FOR WORK

NOT REQUIRED TO
REGISTER FOR WORK

WORKS PART-TIME AT
$2 PER HOUR

WORKS FULL-TIME AT
$2 PER P-OUR

$0

0
720

2,000
3,000

4,000
5.000

4 0

260

500
1,000

s$0

0
720

2,000
3,250

4,500
6,000

$1,600

2,400
2,400

1,546
879

213
0

144

216
216

1,744

2.616
2,616

0

0
0

216 1,762 0
216 1,095 8
216 429 25

0 0 187

USING

$1,744

2,616
3,316

3,762
+.337

4, 904
5,813

$ 460-5

460
460

460

V/
v/

$135

292
419

499
559
619
723

ONLY 71 OF ALL AFDC RECIPIENTS NATIONWIDE LIVING IN PUBLIC No
I



BENEFITS POTENTIALLY AVAILABLE UNDER W.R. 110o A FEMALE. HEADED FAILY OF FOUR II W
CHICAGO, ILLINOIS

JlOB* RELATED BENEFITS CASH ASSISTANCE UNDER FEDERAL NET PUBLIC
WORK STATUS YAWUEEOF H.R. I AND STATE INCOME MEDICAID HOUSING

EAFPNINGS FRINGE y TOTAL FEDERAL STATE OA INCOME AND .V BENEFITS RENT,J BENEFITS BENEFIT nEMEN TOA TAXES BENEFITS PA D

REQUIRED TO REGISTER
FOR WORK

NOT REQUIRED TO REGISTER
FOR WORK

WORKS PART-TIME AT $2
PER HOUR

WORKS FULL-TIME AT $2
PER HOUR

$0

0
720

2,000
3,000
4,0001
5,0001
6,0001
Moo00

0

0

260

500
000
600
300

$0

0
720

2,000
3,260

4,500
6,000
7600
9.300

$1,600

2,400,
2,400
1,546
879
213

0
0
0

$928 $2,528 $ 0

1,392 3,792 0
1,392 3,792 0
1,392 2,9W 0
1,392 2,271 0
1,392 1,605 0

938 938 164
271 271 349

01 0 1546

$2,.5&-)

3.792
4,512

4.938
5.521

6,106
6,774
7,S22
8,755

$slcA

910
910

910
910

N-

5-,6/

41 276

504
624

711
729

832
891
962

1,084
$ONLY 72 OF ALL AFDC RECIPIENTS NATIONWIDE LIVING IN PUBLIC 14OUSIN(



BENEFITS POTENTIALLY AVAILABLE UNDER Ill. i TO A FEMALE-I4FADED FAMILY OF' FOUR IN
NEW YORK, NEW YOMK

JOB- RELATED BENEFITS CASH ASSISTANCE UNDER FEDERAL NET PUBLIC

WORK STATUS VAUFH.R. I AND STATE INCOME MEDICAID HOUSING
EARNINGS FRIA~NGE 2/ TOTAL FEDERAL STATE TOTA INCOME AND -4/ BENEFITS RENT

____________________BENEFITS BENEFIT SUPPLE TOA TAXES BENEFITS PAID*

REQUIREDTO REGISTER FOR
WORK $ 0 $ 0 $ 0 $1,600 $1,296 $2,896 $0 $2089610 870-& $ 343

NOT REQUIRED TO REGISTER 0 0 0 2,400 1,844 4,344 0 4,344 870 604 c
FOR WORK 720 Di 720 2,400 1,344 4,344 0 5,064 870 734

WORKS PART-TIME AT $2 2,000 8/ 2,000 1,546 1,944 3,490 0 5,490 870 811
PER HOUR 3,000 250 3,260 879 1,944 2,823 9 6,064 870 871

WORKS FULL-TIME AT $2 4,000 500 4,500 213 1,944 2,157 34 6,623 870 931
PER HOUR 5,000 1,000 6,000 0 1,490 1,490 204 7,286 , A 9c491

6,000 1,600 1,600 0 823 823 392 8,024 A-/ 1,052
7,000 2,300 9,300 0 156 156 610 8,846 -f/ 1,112
8,000 3,200 1,200 0 0 0 808-0,392 S/1,444

*ONLY 7% OF ALL AFDC RECIPIENTS NATIONWIDE LIVING IN PUBLIC HOUSING
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Footnotes for Charts 5-8

~/Based on average data for selected industries, as reported to the
Bureau of Labor Statistics.

~/The State supplemental payment is based on the AFDC payment level
for a family of four as of January 1971. The amounts shown assume
that the State cashes out food stamps as provided for in H.R. 1
and uses the Federal income disregards and definitions in
computing payments.

SAll tables assume that no surplus commodities will be available
to these families. The food stamp cashout provision o~f A.LR. I
would also serve to cash out commodities, since no county can'
have both a food stamrp and a commodity program.

~/This payment amount reflects Lhe situation that would result if
a recipient required to register for work refuses a j6!,. The
Federal payment is reduced by $800 from $2,400 to $1,600. The
State supplemental payment has been reduced proportionately,
based on our intent that the State agreement with the Secretary
for the State portion of the program include a work refusal
penalty proportional to that applicable to the Federal benefit.

~/The medicaid benefit shown is the total (Federal and State)
average payment on behalf of all AFDC families in the State.
Individual families may receive higher or lower amounts, or
nothing at all, depending upon medical needs. Arizona has
no Medicaid program.

SSection 209 of H.R. 1 provides a spend-down for medicaid
coverage. The value of this coverage to families above the
standard depends upon complex actuarial factors which vary
from family to family and are th-is not susceptible to being
shown in this format.

2/This column shows the total rent payable under the 1971 Housing
Amendments, according to the formula:

Gross earnings minus 5%, minus another 5% (assumed as
average of several types of deductions), minus $300
per minor child, times 20%.

The "fair market value" (as defined in terms of rent determinations
for relocation adjustment payments) in these cities are listed
below. The relationship of these figures to true market value
is tenuous.

2 bedrooms

Phoenix. ........... 1,560
Wilmington. .. ....... 1,020
Chicago.............1,s9 0
New York city , 1,680

~/Fringe benefits are generally negligible for part-time work.
Hence, no benefits are shown for this earnings level.
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NumBER oF PERSONS ELIGIBLE ]'OR WELFARE BENEFITS

Senator CURTTS. I would like to ask this question, because I am not
clear in my own mind. Last year, you presented a bill referred to as a
$1,600 program for a family of four. That is now a $2,400 program.
Why does it reach fewer people?

Secretary RICnIARDSON. The principal reason for that, Senator, is
that there has been an updating of the population studies on which the
projections are based and there has been taken into account in the in-
terval the effect of income increases in determining eligibility. This
results in ai reduction of about 900,000 in the number of people who
would be reached under the program.

(Additional material supplied by the Department follows:)

PROJECTED PERSONS ELIGIBLE FOR BENEFITS TO FAMILIES UNDER HI.R. 1 COMPARED
WITH PROJECTIONS UNDER H.R. 16311, (91st CONGRESS)

If the projections for persons eligible for benefits to families under H.R. 1 are
compared for a common year with the corresponding projections for last year's
House-passed welfare reform bill (H.R. 16311), the national totals are quite
similar for both bills. The figures from three Senate Finance Committee prints
are compared in the following table for fiscal year 1973:

PROJECTED ELIGIBLES UNDER THE FAMILY PROGRAMS IN H.R. 1 AND H.R. 16311 (91ST CONG.), FISCAL YEAR 1973

[in millions)

Persons in families eligible for-

Federal
Committee Federal or State

Bill print benefits benefits

H.R.l1 _------------------- ------------------------ July 1971----- 19.4 20.6
H.R. 16311 June revision) ------------------------------- June 1970 ----- 18.2 20.8
H.R. 16311 (October revision) ----------------------------- November 1970 --- 18.2 20.8

As the table shows, persons eligible for Federal benefits to families under H.R.
I In 1973 exceed the corresponding estimates for last year's bill oy -1.2 million
people. While this increase may not seemt large if one compares the payment levels
under the two b)i11s ($2,400 for at family of four, ats compared with $1,600 last
year), there are three major differences in the twvo bills which serve to make the
size of the populations covered by the proposed Federal family programs similar.
These different provisions are:

(I ) a 67 percent marginal tax rate on earnings, rather than the 50 percent
rate in last year's bill-the higher rate produces breakeven incomes that do
not greatly exceed, and for families of seven or more actually are lower than,
the breakeven incomes under H.R. 16311;

(2) a different marginal1 benefit schedule which increases by only $200 for
the eighth family member and does not Increase at all for additional miem-
bers-last year's schedule increased by $300 for the third family member
an~d every additional member thereafter without limit;

(3) at limitation on the payment of very small benefit entitlements (bene-
fits amounting to less than $10 a month would not be paid)-this provision
eliminates payments for about 200,000 families.
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The annual breakeven Incomes tinder the two bills are as follows:

Annual breakeven Incomes
for Federal benefits

Family size H.R. 16311 H.R. I'

2 ------------------------------ -------------------- ------------ $2,720 $2,940
3 --------------------- ------------------------------------------- 3,320 3,540
4---------------------------------------------------------------- --- 3,920 4,140
5 ----------------------------------------------------------------- 4,520 4,740
6------------------- --------------- _---------- -------------------- 5,120 5,190
7----------------------------------------------------------------- 5,720 5,640
8 --------- _-------------- ------------------------------------------- 6,320 5,940
9 ------------------------- --------- ----------- --------- ---------- 6,920 5,940

10 -------------------------------- ----------- -- _-------------------- 7,520 5,940

I Each breakeven point has been reduced by $180 to allow for the exlcusion of payments less than $120 ($10 per month)

The projected eligibles for Federal or State benefits Include persons not eligible
for Fedleral benefits but still eligible for State benefits. These figures are almost
identical for the two bills (20.8 million last year, 20.6 million this year). This
is not surprising since these totals dIepend primarily onl State breakeven point-,
which are in turn determined by State AFD)C payment levels. The AFD)C pay-

nent levels used to snake the two estimates are quite similar, if not identical.
for most States. The estimated "Federal or State" total also depends somewhat
onl the State's own estimates of future AFD)C caseloads and onl the factors used
to project those caseloads into later years.

Comparisons of caseloads, for specific States is snore difficult, because all of
the estimates printed last year were for fiscal year 1971, whereas the MIR. I
estimates are onl a fiscal year 1973 basis. The 1971 figures are generally higher,
since by 1973 expected increases In laconc would have reduced the working poor1
eligibles. The following data inake this comparison for the State of Georgia:

Persons in
families

eligible for
Bill Year benefits

H.R.lI----------------------------------- ------ ------------------ 1973 ?30,200
H.R. 16311------------------------------------------------------ ------ 1971 869,000
H.R. 16311------------------ ----------------------------------------- 11973 1750,000

IProjected based on national projections used in analyzing last year's bill.

When compared for a common year (1973), the estimated eligibles under the
two bills are qu1~ite comparable. Of course, different estimates for the States canl
be expected to vary more than the national aggregates for two reasons:

(1) the State estimates are very sensitive to State AFDC projections, and
these projections can change considerably as Staote expectations change ;

(2) the distribution of the working poor p~opulation by State is necessarily
roug~i, since the only source of data from which working poor estimates can
be made is the annual Census Bureau survey of 50,000 households, a samlple
size too small to yield very detailed results.

Senator CURTIS. Well, I still cannot quite understand it. Here if we
have a basic benefit of $2,400 for a family of four if they do not earn
anything, and then it tapers out if they earn something; I cannot un-
derstand how that reaches fewer people-how that reaches fewer peo-
ple than if you go on up the line and reach all families that do not
have $2,400.

Secretary RicihARDSON. W11ell, you understand, Senator, that the dif-
ference in the so-called break even, or the cutoff point beyond which a
family would not be eligible, has been changed only a comparatively
small amount.



But the actual increase in the break-even point from $3,920 under
last year's bill to $4,140 in this year's bill is the key number that de-
termines the number of people who would be reached.

But there is another offsetting provision of this year's bill, which
the number of eligible persons. IThe maximum on family size has the
consequences of establishing a lower breakeven for large families.

For example, in the case -of H.IR. 16311, the break even for a family
of 10 would have been $7,520. This year, no matter how large the
family, the break even is $5,940. So in effect, then, families, no matter
how large, with incomes above $5,940 would not be in the program.
So, if you take the three things together that I have described-the
slight increase in the break even, the up dating of projections conse-
quent upon income shifts in the meanwhile, and the maximum on
family size, the result is this reduction in number of people.

Senator CURTIS. I am not doubting what you say, but I still have
a hard time understanding it. If we were to take all the people in this
room and say to them, if -youl do not have $1,600 in your checking ac-
count, we will raise your basic amount up to that, and then somebody
else would say, well, we will raise your basic up to $2,400, I cannot
understand why the $1,600 floor would reach more people than $2,400.

Secretary RICHARDSON. Well, if you were to stop there, of course,
the result of the $2,400 benefit would reach much larger numbers of
people. As the House committee has pointed out in its report, as you
add $100 to the basic benefit, you add about 300,000 families to the
rolls and the further uip the minimum benefit goes, the higher pro-
portionately the number of people who would be added. But the de-
termination of the number of people on the rolls in this program is
a function of only one number-the breakeven point.

STATE SUPPLEMENTARY PAYMENTS

Senator CURTIS. And in this bill, you are not going to share any of
the costs of what States pay as a supplement?

Secretary RICHARDSON. That is right. We think, as I said in my
statement, that quite apart from any other consideration, this has the
desirable result of defining the Federal role as establishing a uniform
minimum level of benefits, and then, permitting the States to share in.
the total burden in whatever way they believe is desirable, provided
onlyT that they not undercut the work incentive provisions in the Fed-
eral program.

COMPARISON OF COST OF LAST YEAR'S AND THiIS YEAR'S WELFpARE
PROPOSALS

Senator CURTIS. Now, in your statement,* you had a comnp arison of
current law with HJ.R. 1. 1 notice there that you compared the esti-
mnated cost of the current law for 1973, but in your figure for H.R. 1,
you took the year 1971. Why is that?

Secretary RICHARDSON. The top line indicates that the costs are all
projected for fiscal 1973. The July 1971 date simply means H.R. 16311.
But all the costs in the case of the current law, are projected in accord-

*See table, p. 3S.
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ance. with the two alternative rates of growth; in the case of H.R.
16311 and H.ER. 1, the methodology of projection was stated in commit-
tee prints last year and has been used again this year with only the inod-
ification resulting f romi the fact, that we now have more adequate cen-
sus data.

E EFFECTIVE 1)ATIr OF WTELFkRE PROPOSAtLS

Senator Cui'ris. Well, if H.R. 1 were to be enacted this calendar
year, when would it go into effect?

Secretary RicmxiARSON. It would go into effect depending on the
groups covered

Senator CuR-rIs. I mean the family assistance plani.
Secretary RidnimwzsoN (continuing). At di fierent stages. Some of

the provisions not enlarging the rolls would go into effect immediately.
The provision establishing uniform minimum benefits for the adult
categories would go into effect on January 1, 1973

Mr. VENEMAN. July 1, 1972, for the adults and the AFDC families.
Secretary RICHARDSON. Under Secretary Veneman corrects me; July

1, 1972, except for the working poor, who would come in 6 months
later, January 1, 1973.

Senator CuRTIs. I am afraid my time has gone over. I will ask one
more question and you can supply the answer for the record.

DESERTION BY WORKxING FATHERS IN ORDER FOR THEIR FAMILIES TO
RECEIVE ASSISTANCE

In your statement you referred to working fathers deserting. 1:
would like to have you place ini the record any statistics that you have
on working fathers deserting in order to get their families on assistance.

Secretary RICHARDSON. We will be glad to do that and may we also
insert for the record at an earlier point a more detailed response to
your question about this change in numbers? We have a paper already
written on that which could be inserted at that point.

Senator CUR11S. Surely-*
(Additional material supplied by the Department follows:)

DESERTION IN AFDC FAMILIES

Table 1 confirms the fact that desertion has become an increasingly serious
p~roblemn in AFDC families. Tables 2, 3, and 4 show the characteristics of AFDC
fathers, and that in 1969, 43.8 percent of the AFDC caseload had an absent
father due to desertion or unmarried p~arenlthood. Since In the majority of States
a family will be financially better of if an unemployed father deserts his wife
and children, and In almost all States a family will be financially better off if a
father working full time at low wages deserts his family, the question naturally
-irises as to whether AFIDC is a cause than a consequence of desertion.

Certain authorities have made a theoretical case for a casual relatlonship.
Daniel P. MNoynihian writes, for example:

"6* * * the poor of the United States today enjoy a quite unprecedented f ree-
(loi to abandon their children in the certain knowledge that society will care for
themi, and what is more, in a State such as New York, to care for them~ by quite
decent standards * * * Now, a wvorking-class or middle-class American wvho
chooses to leave his family is normally required first to go through elaborate

*See p. 85.
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legal proceedings and thereafter to devote much of his incomec to supporting
them. Normally speaking, society gives hiuu nothing. The fathers of AFDC faii-
ilies however, sil~y disappear. Only at person Invincibly lprejudiced on behalf
of the poor would1 (leny that there are attractions In such freedom of movement."

There tire also several analyses which have attemplted1 to document tile rein-
101181111. A recent dissertation by Marjorie Hanson Hlonig at Columbia University

usedl econometric techniques based onl cross-section data of thle AFDC program
fIn 1950) and 10)(0 In large cities to state, among other conclusions, that Increased
welfare benefits created "welfare i oduced (desertions of iics" in bo0th black
and white families. Evidence documenting at casual relationship, however, is4
Sc'anty. Wile camses oJwieed am it result of desertioni In Californiia (lhcreasedl by
2.7 percent between 19(67 and( 1969 after Instituthi of time unemployed fathers
program, (desertion (conitinuied to Increase fi New York over the saiei period.

While evidence to es~taish that time tiawed ALFDC, st ruct ure fin fact (causes de--
sertioti is tenuous, It Is, onl Its face'(, 1)11( public policy to proi nancial iticemi-
ti%,yes for at fa ther to (leserlt his family, and] thus to rewvardl (leifmlency-creat lug
bhamvior. (Coverage of the working pool', anmd the move towa rd t reatIing male anmd
female headed families equally, is at strong first step to correcting the Inequity.
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TABLE 1
NUMBER OF CHILDREN RECEIVING AID TO FAMILIES WITH DEPENDENT

CHILDREN MONEY PAYMENTS BY STATUS OF FATHER
JUNE OF SELECTED YEARS, 1940 TO DATE

1969
maw sms-PKI 06 41P
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TABLE 2-AFDC FAMILIES BY STATUS OF FATHER, 1969

Status Number Percent

Absent from the home:
Divorced......................
Legally separated..............
Separated without court decree ..

Deserted... .................
Not married to mother ..........
In prison ..............
Absent for anotherreason........

Subtotal.....................
Other status:

Step father case .............
Children not deprived of supr or

care of father, but of mother.
Not reported....................

223,600
45,200

177,500
258,900
454,800

13.7
2.8

10.9
15.9
27.9

42,100 2.6
26,700 1.6

1,228,800 75.4

30,400 1.9
14,400 .9

200 (1)

I Less than 0.05.

TABLES' 3 -AFDC FAMILIES BY WHEREABOUTS OF FATHER,
1969

Whereabouts Number Percent

Total ........................ 1,630,400 100.0

In the home ......................
In an institution:

Mental institution ..............
Other medical institution........
Prison or reformatory ...........
Other institution ...........

Not In the home or an Institution; he Is
residing In:

same county............
Different county; same State.--.
Different State and In the United

States......................
A foreign country ..............

Whereabouts unknown............
Inapplicable (father deceased)......

297,500 18.2
.4
.4

3.3
.1

6,900
6,200

53.500
1,300

311,300
86,200
128,100
18,0

630:600
90,800

19.1
5.3

7.9
1.1

38.7
5.6
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TABLE 4-AFDC FAMILIES IN WHICH FATHER IS ABSENT
BECAUSE OF DIVORCE SEPARATION, OR DESERTION, BY
TIME FATHER LAST .E1fT HOME, 1969

Time Number Percent

Total ........................ 1,630,400 ......

Absent because of divorce, separation,
or desertion......................

This year ......................
1 year ago.....................
2 years ago ....................

3 years ago..............
4 years ago.............
5 years ago........ I.... .......

6 years ago ....................
7 years ago ....................
8 years ago ................... I

9gyars ago ....................
10 years ago ...................
11I years ago ..................

12 years ago.. .. ..........13 years ago ....14 years ago ....

15 years ago ....
16 years ago ...... .

17 years ago . .................

18 years ago I. ......
19 years ago .. ................
20 years ago . ..... ......
Unknown

Not absent because of divorce, sepa.
rat ion, or desertion ...............

Unknown ............ . ......

705,200

139,800124,900
94,000

76,200
54,300
50,400

39,900
34,500
29.900

24,900
20,800
18,700

14,800
13,000
10,300

8,000
5,100
7,000

100.0

5.6
17.7
13.3

10.8
7.7
7.1

5.7
4.9
4.2

1.1
.7

1.0

2,700 .4
1,700 .2

400 .1
33,900 4.8

925,000 .........
200 .........
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The CHAIRMAN;. Senator Miller?
Senator MILLER. Thank you, Mr. Chairman.
First of all, Mr. Chairman, I ask unanimous consent that table No.

2, commencing on page 26 of the Finance pamphlet, entitled "Welfare
Programs for Famillies," be inserted in the record at this point.

The CHAIRMAN. Without objection.
(The table referred to follows:)

TABLE 2.-PROPORTION OF POPULATION RECEIVING WELFARE UNDER CURRENT LAW AND PROPORTION
OF POPULATION ELIGIBLE FOR BENEFITS UNDER H.R. 1 BY STATE, FISCAL YEAR 1973

[Persons In thousands)

Alabama........................... .
Alaska .. X...........................
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...........................
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 ............................
Virginia..............................
Washington .........................
West Virginia......................
Wisconsin..........................

Wyoming............................
Guam ..............................
Puerto Rico .........................
Virgin Islands .......................

Federally aided welfare Persons ellyibie for welfare
Civilian recipients, current law, benefits under H.R. 1,
resident fiscal year 1973 fiscal year 1973

193 Number Percent Number Percent

3,449.5 408.2 11.8 761.9 22.1
353.7 16.4 4.6 25.3 7.1

2,151.3 97.7 4.5 163.2 7.6
1,958.6 149.0 7.6 404.5 20.7

23,052.0 2,335.6 10.1 2,444.4 10.6

2,529.9
3,353.4

621.9
734.3

8,195.3

4,914.6
840.7
720,8

11,643.9
5,503.8
2,813.0
2,252.8
3,247.4
3,792.5

982.7

4,520.4
5,990.7
9,504.7
4,034.5
2,145.4

146.2
141.5
36.1

101.7
449.9

485.1
43.8
30.6

639.5
168.1
116.2
104.0
259.8
473.3
91.9

217.5
417.5
517.5
159.5
269.4

4,851.4 332.3
687.3 26.0

1,508.4 57.5
692.1 23.1
815.5 30.9

7,900.4 517.6
1,032.5 100.1

18,929.5 1,550.0
5,273.2 248.2

597.6 20.4

11,160.3
2,623.0
2,282.2

11,918.3
968.5

2,624.8
641.1

4,038.0
12,098.1

1,179.9

474.3
4,988.7
3,748.0
1,600.6
4,678.6

327.5
104.0

2,953.7
100.9

Total ........................... 220,106.1

523.7
218.6
138.1
880.2

68.2
142.3
32.4

358.1
771.6

57.6

25.1
185.4
217.2
128.1
138.2

13.7
2.8

339.1
2.6

15,025.1

5.8
4.2
5.8

13.8
5,0

9.9
5.2
4.2
5.5
3.1
4.1
4.6
8.0

12.5
9.4

4.8
7.0
5.4
4.0

12.6

190.6
200.2

58.5
144.9
917.6

961.0
63.0
52.4

959.4
355.4
24).7
234.1
621.0
823.7
131.0

388.5
536.3
841.7
346.1
626.3

7.5
6.0
9.4

19.7
11.2

19.6
7.5
7.3
8.2
6.5
8.6

10.4
19.1
21.7
13.3

8.6
9.0
8.9
8.6

29.2

11.5
7.5
8.2
5.5
6.0

7.6
14.0
10.9
15.6
9.8

8.3
15.3
9.0

10.6
10.7
17.8
12.0
20.6
13.0
8.1

9.4
11.4
7.4

20.4
6.7

7.1
3.4

33.7
3.9

11.6

6.8 555.5
3.8 51.8
3.8 124.3
3.3 37.8
3.8 49.1

6.6 603.3
9.7 144.1
8.0 2,067.2
4.7 821.6
3.4 58.4

4.7 928.7
8.3 400.7
6.1 203.5
7.4 1,267.5
7.0 103.4
5.4 466.8
5.1 76.8
8.9 830.4
6.4 1,571.3
4.9 95.3

5.3 44.8
3.7 566.5
5.8 276.8
8.0 326.8
3.0 311.7

4.2 23.3
2.7. 3.5

11.5 995.8
2.6 3.9

6.8 25,503.3



Senator MILLER. Mr. Secretary, I am referring to this table-I do
not believe you have it before you.

The CHAIRMAN. If you will hold onl a minute, I will provide him
with a copy of it.

What pa e are you looking at?
Senator MILLER. Page 26.

NuminERl OF- PERSONS ELIGIBLE FOR WELFARE UNDER 1HitR 1

This table in a nutshell shows us what would happen under H-.R. 1
for fiscal 1973 compared to what would happen under present law for
fiscal 1973 with respect to welfare eligibility. I note, for example, that,
in the case of the State of Alabamna, 11.8 percent of the population of
that State would be recipients under present lawv whereas under Hi.R.
1, 22.1 percent would be eligible for benefits. Tfue number would in-
crease from 408,200 to 761,900. In the case of Arkansas, the proportion
of the population would increase from 7.6 percent to 20.7 percent, an
increase in the number from 149,000 to 404,500.

In the case of the District of Columbia, the percentage would in-
crease from 13.8 percent to 19.7, anl increase from 101,700 to 144,900.
In the case of Georgia, the percentage would go up from 9.9 percent
to 19.6 percent, 485,100 to 961 000.

In the case of Kentucky tK percentage would go f rom 8 percent to
19.1 percent, an increase from 259,800 to 621,000; in the case of Louisi-
ana, the percentage would go from 12.5 percent to 21.7 percent, anl in-
crease from 473,300 to 823,700.

In the case of Mississippi, the percentage would go from 12.6 percent
to 29.2 percent, an increase from 269,400 to 626,300; in the case of
North Carolina, the percentage would go from 4.7 percent to 15.6 per-
cent, from 248,200 to 821,600.

In the case of South Carolina, the percentage would climb from 5.4
percent to 17.8 percent, ain increase from 142,300 to 466,800. In the case
of Tennessee, the percentage would cli Imb from 8.9 percent to 20.6 per-
cent, anl increase from 358,100 to 830,400.

In the case of West Virginia, the percentage would climb from 8.0
percent to 20.4 percent, an increase from 128,100 to 326,800. And
fnally, in the case of Puerto Rico, the percentage would go from 11.5

percent to 33. 7 percent, an increase from 339,100 to 995,800.
Now, Mrecretary, the figures under last year's bill were somewhat

comparable, and I recall that at the time you appeared before the
committee, I suggested to you that one of the major concerns of most
of the members of the committee, at least in my observation, was this
tremendous increase of people eligible for welfare. I suggested that, or,
I requested that you have your people review this bill and come up with
some alternatives which would enable this dramatic increase in per-
ce,,ntage and coverage to be reduced somewhat. And you indicated that
you would do so.

A few weeks later, I received some revised coverage figures and
they indicated anl improvement. And I asked what wais the alterna-
tive that had been developed to do this and the answer was that you
had not changed anything in the bill, but your estimators had guessed
that there would not be as many people who would actually receive



the welfare as who would be eligible. I do not recall what percent
reduction you used in that guess, but that was the guess that you
came up with.

So, Iasked your people to do some more work on it and at about
the time of the San Clemente conference I received a tabulation indi-
cating that by using it relatively unsophisticated method of changing
the benefits based upon cost-of-living differentials as to whether or
not a welfare family would be in a metropolitan area or in a non-
met ropolitan area, the figures would be reduced somewhat and the
savings would be in the neighborhood of at billion dollars.

Now, I inust tell youi again thiat I think that if I detect the feelings
of most of the members on this committee, this is one of the major
hanguips that H.R. 1 is going to have in the Finance Committee. It is
a hanguip not only with respect to the taxpayer-s of the country, but
it is a hangu p with respect to the individuals within a State where we
have such it dainatic increase. In fact, at comment from a very high
official from Puerto Rico early this year was that "we do not want
ainy part of this, because if you put :33.7 percent of the people ini
Puerto Rico in a category of being eligible for welfare, it will ruin
the character of our people."

REGIONAL COST-OF-LIVING DIFFERENTIALS

Now, as you know, I have been advocating that regional cost-of-
living differentials be cranked into this. I cannot for the life of me
justify paying at family on welfare in New York City the same amount
as a similar family in some little town down in Alabama or Mississippi
or Puerto Rico. I think it is inequitable. And I think that we need
to do something about this probem that I have presented here.

I again ask you if you will be good enough to have your people
come up with something by way of changes in the bill-I am not talk-
ingr now about estimates of how many will not ask for welfare, I am
talking about changes in the bill itself which will enable us to do
something about this problem. And I want you to know, as I have
said before, I favor the concept of doing something to help the work-
ing 1)001' and I know that that is where at lot of this comes from. But
I think there has to be something done to prevent a. third of the
people in Puerto Rico and 20 lpeicenit in several other States, almost
ii third of the people in sonie of the others, from being i the cate-
gory of being eligible for welfare assistance.

If you have a comment, I would appreciate it.
Scretalry RICHLARDSON. I thank you very much, Senator Miller. I

have several comments.
Onie, the I(epartmyent of HEW has, as you know, worked with you

ini ani effort, to deal withl the problems. It is an inherently difficult onie,
because the primary contr-ibutoi, to the increased nuinlbers that. you
read into the record is the result of the judgment thA the integrity
of thie work incentives inherent to the program depends upon the ex-
tension of coverage to the working poor.:

Now, you could reduce that number somewhat by excluding f rom
coverage those who would receive very small or: relatively" small

amounts supplementing their income. One change I should have pointed



out to Senator Curtis that also contributes to the reduction in num-
bers from the coverage of last year to this year is that thle bill ex-
cludles fairies whose -bene(,-fits would amount to $10 it month 0o. less.
Thlis accounts for 191,000 families who are not~ in the program this year.
who would have been if the program paid down to the last pennly.
Now, you could reduce thle number further by increasing the amount
that would be disregarded, of course, but this would create a notch.

Thien the point we emphasize again this year is that differentials in
thle cost of flying would be, met to at very large extent by the exIpecta-
tionl thalt thle States will continue to supplement the basic benefits.

If the only benefit, were $2,400 in New York and $2,400 in the Deep
SouthI, then there would be at failure to reflect. real differences in costs
of living. But the program anticipates that New York will continue to
supplement the $2,400 up to the present payment level, whereas in
Mississippi the $2,400 would be the total amount received by at family
of four where no one was working.

So there is the opportunity to reflect differentials in the cost of living
inl thle supplement.

Senlator MILL4 ER. Could I make a comment ait that point?
'We went into this last year and onl analysis, for example, in the

case of New York State, I found that the only refinement that the
State of Newv York makes with respect to that point, you have, just,
mentioned was that they divide the States into two categories-
Metropolitan New York and two or three adjacent counties, and the
rest of tile State.

Now, I must say that that does not fit my idea of differences in cost.
of living that are equitable among the people in the State of New
York. So, I do not believe, and I do not know of any other State-there,
may be one or two-that makes some differential between the metro-
politan area and the nonmietropolitan area, that the States are doing
a job onl this. I do not think they have the resources to do it..The only level of government that has the resources to do a so-

phisticLteX job of analyzing. differences in cost of living within a
State ats between a metropolitan area, at smaller mietropolitatn area,

a rural area, or within at region, is the Federal Government of the
'United States.

I do not believe-in fact, I know-that there aren't any States that
make supplementation payments that are anywhere near geared to
differences in cost of living , and there is only one level of government.
that canl provide the uniform aid necessary to achieve equity in this
respect.

Th~is happens to be the Federal Government. So I do not think this
State supplementation answer is going to get, the job done that we
need to get done, from the stanidpoint of equity alone.

Secretary RICHARDSON. I appreciate the force of the. point you
make, Senator, but, there remains, ats we have discussed with youl inl
the past, the inherent problems arising from the limitations ofexist-
ing data. We have been into this with the Bureau of Labor Statistics,
and the problem is in part that there do not, exist, ait the moment
accurate means of measuring area cost differentials.

In any case, it has to be pointed out that the problem we are deal-
ing with here is only secondarily a problem of differentials in the



cost of living. It is a problem in large part of differences in expecta-
tions or standard of living. It has been pointed out that the cost of
living, for example, inl Puerto Rico is ait least- as high its it is in the
continental United States although the data are inadequate. Some
have argued that it is higher.

Yet even to peg the benefit levels in Puerto Rico as they would be
in this bill-

Senator MILLER. If I may interrupt at this point, Mr. Secretary,
I understand very well that the cost of living in San Juan is high.
But outside of San .Tuani it is very, very low, and anybody who has
traveled around the islnd, its I have, knows this.

So I think there again, to be fair within the confines of Puerto
RICO, youl would have to make at differentiation between San Juan
and environs and outside of Sanl Juan. You night even have to make
at further differentiation between one or two other cities like Ponce
and the rural areas, most of which aire very small villages and rural
areas.

Secretary Rlci-ARDSON. I would suggest, Senator, that these dif-
ferences are not so much differences in cost as they are standard of
living. In any case, the bill arrives at 33 percent of the population
receiving soflnh 1)Cifits inl Piiei-to Rico( lby p)1o)idling that the benefit
level in Puerto Rico would bear the same ratio to per capita income
as thie $2,400 does to per capita income, inl the. lowest inicomfe, State in
the contiental. United States.

One could adjust it either way. It has been urged by others, in-
cluding Senator Ribicoff, that the benefit level for Pue~rto Rico be
very substantially increased.

Ifilay event, thO poblem011 is, taking the illustration you have used
as betwe'en P~once find ruriial arevas of Pluerto Rico, ho~w you derive
adeqluate measur-es of assistance. We have said to yon in the past and
we wold again, that we would be glad to undertake the development
of such 'yNardsticks and t~o accept, as part of the legislation itself a
mandate to do this.

Senator m m.i I have nlo further (questions.
Senator BIxEr.Mr. Chiairmnan, mnay I have at question ait this

point?
Thie CIIAIINAN. Yes.
Senator' BENNEI'. IS thereT inl existenice in any other agency of the

Govrnment-the Bureau of Labor Statistics or any agency -a chart
which nlow shows tile Federal concept of differences inl cost of living by
legions oi- by~ areas, by marki-eting arevas, o-fll' anythling else?

ls th('re somethling nlow inl existence that we (conld hatve to look at ?
Secretary R.i(,i~dm)soN. We. would be glad to provide what there is.

It is not cuit as fili(' as Senlator Mliller. would like to ha1 v it for purpI'oses
of his pr-oposal to differentiatee benefit levels.*~

Tile ('ost-of-ivinig index does not showAN v'ariationls inl cost-of-living
lvels ats l)et w~evil urlbanl and in rial a reas inl ditler-ent, lai-ts of the coun-
try. 110 ma11tter. howN iliieasillre, ats vide as thev present vairiance ill benle-
fit: levels. The variance nowv is three, and at half to one between the high-
and the low-beniefit level States. It wvouldl be niarr-owed by the establish-
iinent of the $2,400 miiu.But if you i-ely onl the cost-of-living

*See appendix A, pp. 327-339.



data, no matter how obtained, you would be squeezing the range much
more than this bill does.

Now, if you are going to do that, you presumably aire goin to
have to raise the lower end of the scale closer to the hiigher end. rhe,
result of this, of course, would be very radically increased costs of the
program, since, as I pointed out earlier, the result of increasing the
basic benefit by $100 is to add 300,000 families. Addition of $100 of
basic benefit raises the break-even point by $150, increases the cost
by over $500 million p~er year, and increases the number of eligible
families by 300,000. The cost of such increases in genera] gets pro-
gressively higher; that is, each additional $100 in the basic benefit costs
more thanl the preceding one. The reason for this effect is quite simple:
there aire more families with earnings in each higher $100 interval.
This effect would continue until the level of the break-even point
exceeded the average family earnings for the whole Nation.

And, of course, this is a problem fundamental also to any pr~oposals
to increase benefits. The result is the one you see reflected in I-L.R. 1
which provides a, basic minimum level but contemplates supplementa-
tion in the higher income States.

Senator MITLER. Would the Senator yield at that point?
Senator BENNETT. That is the answer to my question. I yield.
Senator MILLE,,R. I think I can add to the answer. Last year, I did

go down to the Bureau of Labor Statistics and obtain this sheet, which
I think the committee staff has and which the Secretary could provide
for the record, showing the degree to which they have analyzed the
cost-of-livinig differentials around the country. It is rather extensive.
It does not go into the sophistication that I think it can go into and
which I hope ultimately they will go into, but it does provide a very
significant difference that could be applied to this bill, certainly in
its early stages.

You will find that it sets forth differences between Chicago and
New York among the cities, and I think that it would be a very useful
tool to use as an approach in the beginning.

BLS is capable of greater sophistication onl this point to make it
even more equitable, and it is that kind of information I have in mind,
Senator Bennett, that should' be made a part of this legislation.

Senator BENNETT. We shall have the Secretary of Labor here and
maybe we could ask him.

Secretary RIchARDsON. We have analyzed the same tables. I might
just add as further illustration of the problems that are involved here
that the magnitude of cost differences among even closely situated

ares o ciiescanbegreater than the cost differences between regios
For example, the differential between New York and Philadelphia

exceeds the differences between the West and the South on a nonmetro-
politan basis. If you use the Bureau of Labor Statistics lower standard
of living as a basis, we find that of the 10 highlest cost-of-living areas
in the country in 1967, three are in the West, four are in the north cen-
tral region, two in the Northeast and one in the Southeast. And you
could conceivably have in a. single city area such as Atlanta, for ex-
ample, central city, noncentral city, suburban, and rural nonfarm, and
So on.

This is illustrative of the kind of thing we run into in trying to deal
with this. And it is a reason why, I think, the Committee onl Ways anld
Means came out with the conclusion that the State supplementatioii



could be relied upon as an admittedly crude but nonetheless relatively
effective means of building upon a basic uniform Federal benefit.

The CHAIRMAN. Senator Ribicoff I
Senator RmiBcoFF. Thank you, Mr. Chairman.

WELFARE FRATID

Mr. Secretary, what is the latest available HEW data onl welfare
fraud?

Secretary RICHxARDSON. I shall have to ask Mr. Edwards if he can
deal with that. There have been various sample studies; as you know,
the percentage of fraud found always turns out to be relatively small
in proportion to the caseload. Much the higher proportion of those
found ineligible is usually the consequence of administrative errors
onl the part of the State or local personnel administering the Program.

This proved to be true, for example, in Nevada where headlines
proclaimed that 22 Ipercent of those on the rolls were found to be
there as a consequence of fraud. It turned out to be maybe a tenth
of that proportion.

We have a report of the disposition of public assistance cases involv-
ingy questions of fraud for the fiscal year 1970, which is the most
complete analysis of this we have. We would be glad to furnish it
for the record.

Senator RiaicoFF. Put it in the record. Can you give us the overall
conclusion? You must have a figure there in that table.

Secretary RICHARIDSON. It says in paragraph 2, the first page-well,
I shall begin ait the beginning. It says total of 33,900 cases identified
by State public assistance agencies involving the question.iof recipient
fraud were disposed of by administrative action during fiscal year
1970. This number represents an increase of 200 cases, about 0.6 of 1
percent, over the number reported in 1969, but a decrease of 5,500

caeor 14 percent below the number reported 5 years agro in 1966.
Pargrah says the cases identified and disposed of in 1970 rep-

iesents 0.7 of 1 percent of the average monthly caseload for all the
federally aided maintenance assistance progrrams combined, 0.2---

Senator Ri]SICOFF. Would you please put that in the record?
Secretary RICHARDSON. Yes.
(The document referred to follows. Hearing resumes onl p. 103.)

NOSS Report E-7 (Fiscal Year 1970)

REPORT ON THE DISPOSITON or PUBLIC ASSISTANCE OASES INVOLVING QUESTIONS
OF FRAUD, FISCAL YEAR 1970

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, SOCIAL AND REHABILITATION
SERVICE, PROGRAM STATISTICS ANI) DATA SYSTEMS. NATIONAL CENTER FOR SOCIAL
STATISTICS

DISPOSITION OF CASES SUSPECTED OF FRAUD, FISCAL YEAR 1970

SUMMARY OF STATISTICAL DATA

1. A total of 33,900 cases Identified by State public assistance agencies as in-
volving a question of recipient fraud were disposed of by administrative action
(luring fiscal year 1970. This number represents an Increase of 200 cases, about
six-tenths (A6) of one percent over the number reported In 1909 but a decrease of
5,500 cases or 14 percent below the number reported five years ago In 1966.
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2. The cases Identified and disposed of In 1970 represent 0.7 percent of the
average monthly caseload for all the Federally-aided maintenance a -sistance
programs combined ; 0.2 percent of the average monthly caseload for the adult
maintenance assistance programs; and 1.4 percent In the program of AFDC.

3. In more than one-half (54.4 percent) of the cases disposed of lby adminis-
trative action sufficient facts to support at question of fraud were not available.
For bo~th the adult programs comb~inedl and for the AFD)C p~rogramn, sufficient
facts to support a question of fraud were at hand for slightly less than one-half
(46.3 percent and 45.2 percent respectively) of the cases (lislosedl of.

4. Of the 15,500 cases In which the facts known to the agency supported a
questionn of fraud, 8,600 (55.5 percent) were referred to law enforcement of-
ficials for action. State agencies generally (10 not refer cases if: (1) the amounts
of money Involved are small ; (2) voluntary reimbursement or payment plans
are worked out ; (3) the recipient hats mental or physical limitations ; (4)
special hardship exists: or (5) other factors make such referrals unfeasible. On
the other handle, two( States, California and Atryland'm (Social Services Ad-
ministration, D~epartment of E4imployment andl Social Services), require that
all cases of suspected fraud he referred to law enforcement officials. Exclud-
Ing (lata fromt these two( States, the p~rop~ortion of camem referred to law enforce-
mecnt officials comprised about twvo-fiftlHs (39.5 percent) of all cases in which the
facts were sufficient to support a question of recipient fraud.

5. Approximately 7,800 cases were (lisijosed of by law enforcement officials
(luring 1970, Including eases referred bo0th (luring the year and prior to the
beginning of fiscal year. This number represents an Increase of 1,100 cases or
16 percent over the number disposed of by law enforcement officials during 1969.
Of the total number disposed of, approximately .2,000 or 38 percent were p~rose'-
(cuted. Of the eases prosecuted, eight States (California, Connecticut, Illinois,
Maryland, Michigan, Neov York, Ohio and Pennsylvania) accounted for over 90
percent of them ; California alone accounted for over one-half (53 percent) of the
total number of cases prosecuted.

TABLE I.-DISPOSITION OF CASES INVOLVING QUESTIONS OF FRAUD, BY TYPE OF DISPOSITION AND PROGRAM,
FISCAL YEAR ENDED JUNE 30, 1970'

Number Percent

Maintenance Maintenance
assistance assistance

--- Medi. ------ Medi.
Adult Cal Adult cal
cate- assist. cate- assist-

Type of disposition Total goriess AFDC ance Total gories2 AFDC ance

Cases disposed of by administrative action... 33,900 6,300 27,200 360 100.0 100.0 100.0 100.0
Facts Insufficient to support question of fraud. - 18, 500 3,400 14,900 150 54.4 53.7 54.8 42.3
Facts sufficient to support question of fraud-. - . 15, 500 2,900 12,300 210 45.6 46.3 45.2 57.7

Referred to law enforcement officials --------- 8,600 1,000 7,500 79 25.2 15.9 27.5 21.7
Not referred to law enforcement officials-...6,000 1,800 4,100 120 17.7 28.6 15.0 31.9
Pending decision as to referral to law enforce-

ment officials-----------------------.... 880 110 750 15 2.6 1.8 2.7 4.1

Cases disposed of by legal action-...7,800 820 6,900 58 100.0 100.0 100.0 100.0

Prosecuted------------------------......3,000 300 2,700 10 38.6 37.0 39.0 17.2
Not prosecuted------------------------- 4,800 520 4,200 48 61.4 63.0 61.0 82.8

IState agencies reporting no cases involving questions of fraud: Alabama State Board of Health, Alaska Department of
Health and Welfare, Delaware Commission for the Blind, Iowa Department of Social Services, Maine Department of Health
and Welfare Massachusetts Commission for the Blind, Mississippi Medicaid Commission. New Hampshire Department of
H ealth and Welfare, Virgin Islands Department of Social Welfare and Department of Health, and Virginia Commission for
the Visuall Handicapped. State agencies not reporting: Georgia Deapartment of Health, and Tennessee Department of
Public Health.

2 Old-age assistance, aid to the blind, and aid to the permanently and totally disabled.
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TABLE 2.-CASES DISPOSED OF BY AGENCY WITHOUT REFERRAL TO LAW ENFORCEMENT OFFICIALS OR BY LAW
ENFORCEMENT OFFICIALS WITHOUT PROSECUTION, BY SPECIFIED REASON FOR SUCH ACTION, AND BY PRO-
GRAM, FISCAL YEAR ENDED JUNE 30, 19701

Cases with evidence to support question of fraud

Number Percent

Maintenance Maintenance
assistance assistance

Adult Medical Adult Medical
Cate- assist. cate- assist-

Reason Total gories AFDC ance Total gores AFDC ance

Not referred to law enforcement officials
because 2- - - - -- - - - - - - - - - - - -.... _..6,000 1,800 4,100 120 -----------------

Total, by specified reason -- _-----_----5,800 1,800 3,900 120 100.0 -100.0 100.0 100.0:

Small amounts involved----------------....1,100 230 840 8 18.5 13.1 21.3 6.9
Voluntary reimbursement made-----------...1,300 410 870 40 22.7 23. 1 22. 1 34. 5
Special hardship present----------------1,. I '300 370 890 18 22. 1 21. 1 22.7 15. 5
Other-------------------------........ 2,100 750 1,300 50 36.8 42.7 33.9 43. 1
Referred to law enforcement officials, but not

prosecuted'----------------------......4,800
Total, by specified reason............ 1,800

Small amounts involved ------------------- 130
Voluntary reimbursement made............. " - 420
Special hardship present ------------------ 280
Other-------------------------------- 1.000

520 4,200 48 ..........................
320 1,500 44 100.0 100.0 100.0 100.0

18 100 9 7.1 5.6 7.1 20.5
67 330 28 22.9 20.9 22.1 63.6
54 230--------.15.5 16.8 15.7 ----

180 810 7 54.5 56.7 55.2 15.9

IFor names of agencies reporting no cases involving questions of fraud or not reporting see table 1, footnote 1.
2 Includes 196 cases in Washington for which reasons for nonreferral to law enforcement officials were not reported.
3 Includes 2,900 cases In California and 58 cases in Washington for which reasons for disposition without prosecution

were not reported.

TABLE 3.-ADMINISTRATIVE ACTIONS BY PUBLIC ASSISTANCE AGENCIES IN DISPOSING OF CASES INVOLVING
QUESTIONS OF FRAUD, BY STATE, FISCAL YEAR ENDED JUNE 30, 1970

Cases Involving questions of fraud

Facts sufficient to support questions of fraud

Not referred to law enforcement officials because-
Facts -__

Insuffi- Re-
cient to ferred
support to law

Total ques- enforce- Small
dis- tion of ment amnownts

State posed of fraud Total officials Total Involved

Volun-
ta ry

reim-
burse.

ment
made

ship
present

Pend-
Other Ing

Total...3 3,900 18,500 15,500 8,600 6,000 1,100 1,330 1,300 2,100 880

Alabama I----.... 18
Alaska I -- --- --- ---
Arizona ..........- 520
Arkansas..........-750
California......... 10,700

Co!orado......
Connecticut ...
Delaware I .---
District of Columbia-
Florida .........

Georgia I .----
Guam..........---
Hawaii........---
Idaho........---
Illinois........--

Indiana.......---
Iowa I- ---- - --
Kansas ........
Kentucky-....
Louisiana.- ...

570
500
24

440
140

61

23
1,600

9 9 1 8------------1 4 3.---

510o 10 1 9 - ---- 9 -- - ----------
660 96 ........... 87 ----------- 47 4 36- 9

7,200 3,600 3,600.....................................---------

420
17

34

30

-33
2

770

140 46
490 490

24 .----
170 58
110 99

31 29

21 .----
870 240

96 44 16 9 17 13

19 ----------- 17 2 5----
120 6 ----------- 57 53 ----

4 ------------------ 4---- 3

2 -------- _---------------- 2 .----

4 -------- _------
21 7 ----------- 14............---

630 220 85 100 220.----

140 48 91 17 68 20 16 12 20

8 ----- 8 8------------------ 8...............................
16-----------16 15 1 ----- _----------- --...........-

180 92 83 1 82----------------- 65 17.----
Footnotes at end of table, p. 102.
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TABLE 3.-ADMINISTRATIVE ACTIONS BY PUBLIC ASSISTANCE AGENCIES IN DISPOSING OF CASES INVOLVING
QUESTIONS OF FRAUD, BY STATE, FISCAL YEAR ENDED JUNE 30, 1970-Continued

Cases Involving questions of fraud

Facts sufficient to support questions of fraud

Facts
Insuffi-

cient to
support

Total ques-
dis- tion of

Slate posed of fraud

Not referred to law enforcement officials because-

Re- Volun-
ferred tary
to law reim- Special

enforce- Small burse- hard-
ment amounts ment ship

Total officials Total Involved made present Other

Maine I ..............................................................
Maryland---------- 540 18 520 500 4 ..... 2 2 ----------- 10
M assachusetts 640 90 550 6 550---------- 460 16 74-....
Michigan----------.500 15 480 330 150 ----------- 28---------- 120 .......
Minnesota---------.190 28 160 70 42 4 18 15 5 -49

Miusissippi 11...
Missouri -.....
Montana-....
Nebraska-....
Nevada.... ..

120 12
780 440

3 -....
24 .. ...
28-i14

110 28 78 1 65 7
340---------- 340-----------------------... 341
3------------3-------------------...
24 5 19 .. ... 4 10W
14 9 .. ... ... ... .. .... .. .. .

New Hampshire I ----
New Jersey -------- 301 6--- - 300 200-- 356 2--- 2 -.. --- 2 7---- 4 ---- -
New Mexico-------- 180 4 170---------- 110----------------.. 110 ---- 61
New York--------- 2,400 680 1,700 780 810 69 71 410 260 110
North Cerolkra_-_ 43 8 35 13 22 1 7 1 13 - --

North Dakota-..
Ohio ..........
Oklahoma-....
Oregon.......---
Pennsylvania--

Puerto Rico-...
Rhode Island--
South Carolina-_
South Dakota--
Tennessee I ...

16
600
170
780

7,300

240
15

370
4,700

10 .. ...
110 - 1

2 .--- -
5 2

470 150

15 11
360 180
150 35
410 410

2,600 500

2 1.. .. .. . 1 2
180 1 76 2* 110 1
95 1-----------..... 94 23
1 1 ..........................

1,600 660 35 360 540 470

10 10 ............................................
98 43 55 3 10 42---------....
2------------1-----------1-------------...
3 3--------------------------------...........

320---------- 320 27 140---------- 150.----

Texas------------- 19 6 13-----------13 2------------6 5...
Utah ------------- 45..... 45 2 43---... 9 ..... 4--------4.
Vermont----------- 35-------33 29 3 1 1 1----
Virgin Islands'I- -- --- --- --- -- --- --- -- --- --- -- ---- --- --- --- - .
Virginia 1 ....... 140 22 120 38 80 9 34 18 19 ....

Washington---
West Vliginia..
Wisconsin ....
Wyoming ----

2,100 1,600
16 -- ---

400 .. .. .
5 -... .

I31 ------- I---------
-- I- -- --- --- --- --- - ---------------

IFor name of agency reporting no cases involving questions of recipient fraud or not reporting see table 1, footnote 1.
I Includes 196 cases for which reasons for not referring such cases to law enforcement officials were not reported.

TABLE 4.-LEGAL ACTIONS BY ENFORCEMENT OFFICIALS ON PUBLIC ASSISTANCE CASES INVOLVING QUESTIONS
OF FRAUD, BY STATE, FISCAL YEAR ENDED JUNE 30, 1970

Disposed of without prosecution because-

Small Voluntary Special
amounts reimburse- hardship

State Total Prosecuted Total Involved ment made present Other

Total I'-------- 7,800 3,300 2 4,800 130 420 280 1, 000

Alabama I-..........-I-------- 1-------------_-----------
A laska I ----- --- ... ..- -- -- --- - --- --- -- -- -- _ - --- -- ---
Arizona-- -- -- _ -II -- -- --- - -- - -------------------- -- - --- - -
Arkansas....................................................................-- __ ----- _
California--------------.4,500 1,600 2 2, 900 .... --------

Colorado--------------- 71 33 38 4 11 8 15
Connecticut--..-----------410 250 170 19 30 3 120
Delaware'I..... --------------------------------- _--------------------------- -------------
District of Columbia---------5--------------5 2 .................
Florida----------------- 62 52 10 ....... 2 53

P'ootnotes at end of table.

Pend-
Ing
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TABLE 4.-LEGAL ACTIONS BY ENFORCEMENT OFFICIALS ON PUBLIC ASSISTANCE CASES INVOLVING
QUESTIONS OF FRAUD, BY STATE, FISCAL YEAR ENDED JUNE 30, 1970-Con'tinued

Disposed of without prosecution because-

Small Voluntary Special
a mountSL reimburse- hardshipState Total Prosecuted rotal involved ment made present Other

Georgia'---------------- 5 1 4 ------ 1 1 2
Guam................................................................------------------
Hawaii----------------- 22 5 17 4--3-------jO
Id aho -- --- --- -- --- ---- - --- --- -- ---- -- -- --- ---- --- --- - - -
Illinois---------------- 210 130 80 6 2 7----6

Indiana---------------- 17-------------- 17 1 1 2 13
Iowa I. . . . . . . . . . . . . . . . . . . . . . . ..-------------- ----------------------- -
Kansas----------------- 5 1 4----------------------- 3
Kentucky--------------- 15 13 2 2------, ---------
L ouisiana - -- -- --- -- --- --- --- --- -- --- --- -- --- ---- -- --- --- --

M aine I - --- --- -- --- -- --- --- --- -- --- --- --- --- --- --- -- --- --
Maryland-------------- 530 210 320 4 73 14 - 230
Massachusetts I---------- 6 1 5 --------- 1------------
Michigan----------------- 330 94 240 35 6 ------ 9
Minnesota.------------- 82 18 64 4 13 - 10 37

Mississippi'I-------5------------ 5 ------------------------ 1 4
M issouri - --- -- -- --- --- -- --- - - - --- -- -- --- -- ---- --- --- -- --
M ontana -- --- -- -- --- --- -- --- --- -- ---- -- --- --- --- -- --- -- ---
Nebraska--------------- 5 4 1 ------------------ I----------. .
Nevada----------------- 4 4..........................................----------

New Ham pshire I' - - -- --- --- -- ---- -- --- --- -- --- --- --- --- - --- ---
New Jersey-------------- 18 9 9 ------ 5 ------- 4
New Mexico----- -- II------------------------------1------
New York-------------- 480 140 340 34 20 190-----9
North Carolina------------ 7 6 1----------------------------- :

North Dakota------------ 11 7 4 ----- 2 ------- 2
Ohio------ ------------- 180 160 11 1 4 ... 6
Oklahoma--------------- 35 5 30 9 28 11
Oregon---------------- 130 25 100 -------- 6------------ 57
Pennsyvanli------------ 180 120 54 -------- 1------------ 33

Puerto Ril.o --- _-------- 10 9 1---------------------------------- I
Rhode Islvid------------ 43 17 26 2 7 17 ------
South Carl,)ina......----- .--.-- ------ --.-- ----- ----- ------ ----- --.-- ----- ------ ----- ----- ----.
South Dakota - - -- -- 2 -- --- --2 1-- -- -- 1 --- -- -
T ennessee'I- - - --- -- --- -- --- --- --- -- --- --- -- ---- --- -- --- --- -

Texas ---------------------------------------------------------------------------------------
Utah------------------- 2 ------- 2 ------- 2----------------
Vermont__.- - -------------- 2--------------------------------- I
V irgin Isiands' - - -- -- --- --- ---- -- -- --- --- --- -- ---- ---- -- --- ---
Virginia I--------------- 16 7 9 1 3-------------- 5

Washington-------------- 86 22 '64 ....... 6-----------
W est V irginia -- - --- -- --- --- -- --- --- -- --- --- --- --- -- -- - --- ---
Wisconsin-------------- 340 73 260 9 150 7----9
Wyoming---------------- 5 1 4 ------ 2 ------- 2

1For names of agencies reporting no cases involving questions of recipient fraud or not reporting see table I footnote 1.
' Includes 2,900 cases in California and 58 cases in Washington for which reasons for disposition without prosecution

were not reported.

REQUIRING WELFARE RECIPIENTS TO WoRX AT LESS THTAN
MINIMUM WAGE

Senator RiBicoFF. You have placed great emphasis on workf are.
If you want to Let people off of poverty, why do you not advocate a
minimum wage instead of, as in H.R. 1, providing only three-quarters
of the minimum wage?

Secretary RICHARDSON. Well, the. problem, as I am sure you are
aware, Senator Ribicoff, with requiring payment of a minimum wage
is basically that this would be to require people who have been on

65-745 0 - 71 - pt. 1 - 8
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welfare and for whom jobs have been found to receive a higher total
compensation than is currently being received by about 5.5 million
workers.

So long as there are substantial numbers of jobs in the job market
that pay less than the minimum wage, we think it equitable that an in-
dividual who is otherwise dependent upon the taxpayers should be re-
quired to accept such a job. We havoc, provided in the legislation that
the individual may not receive less tnan any wage level required to be

Eaidby law, which would be the minimum wage for a job covered

y the minimum wage.; the prevailing wage if that is higher; or
tree-quarters of the minimum wage, or $1.20. We have not gone be-

yond that for the reason I have mentioned.
I would further point out that if the individual is working full

time at $1.20, the efect of the wage incentive provisions of the law,
the $720 work expense disregard and the opportunity to retain $1
of benefits for $3 earned, would mean, in effect, that the family, in that
situation, would, in fact, be receiving total income equivalent to $1.85
an hour, or more than the minimum wage.

Senator RIBICOIFF. I know that, but if the administration would
support the Harrison Williams bill, which expands the coverage, then
you would not have the Federal Government having to have such a
large supplementation in order to eliminate poverty. If we are going
to eliminate poverty, how do we justify paying people subpoverty
wages for working?

If a person works, is he not entitled to receive a sufficient amount of
money to move out of poverty, if he is willing to devote his time and
energy to work and not be on welfare?

Secretary RiCHARDsON. I think the point you are now making, Sena-
tor, bears more directly on the question of what the Federal minimum
wage should be than on the question of what minimum wage an indi-
vidual under a workfare program should be required to accept.

Senator RIBICoFF. But I16 1 not see how you can isolate the overall
problem. I think if you want to eliminate poverty in America, I, do
not think that HEW the Labor Department, and the Commerce De-
partment can have separate programs. There has to be an overall

p olicy, and that policy can only be stated by the President of the
United States, and you are here as an agent of the President of the

United States.
So we have a basic problem here: Do we or do we not want to

eliminate poverty? How do we do it?
Secretary RICHARDSON. We favor an increase in the Federal mini-

mnum wage, Senator, but we do not favor increasing the minimum pro-
portion of the minimum wage for which a person on welfare should be
r-equired to work above three-quarters of the Federal minimum wage,
whatever it is.

How can we let persons on welfare refuse jobs that millions of other
Americans work at every day?

Senator RIBICOFF. Very easily: By expanding the coverage of what
the minimum wage is and makIng sure that everybody who is willing
to work in America gets the minimum wage of $1.60 instead of $1.20.
All it takes is a question of policy commitment by the'administration.

Secretary RICHARDSON. H.R. 1 then would automatically have the
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effect of making sure everybody gets the minimum wage, because it
provides specifically that a person moved off welfare into work must
receive the legally required minimum wage, or the prevailing wage in
the community, whichever is higher.

So the only question then is as-to those not covered.
Obviously it is desirable to extend the minimum wage and Secre-

tar 'y Hodgson will be here-all I know is that it is the policy of the
administration to increase it and to extend it.

GUARANTEEING No Loss OF WELFARE BENEF1Ls

Senator RIBIcoFF. Now, I am going to list for you a series of pro-
visions supported by the administration, the President and yourself,
during the past 2 years but that have been left out of H.R. 1.

I would like you to comment on how you stand today on the pro-
visions which you are for and which you are not for in H.R. 1: One, a
guarantee of benefits no lower than under the present system. How do
you now stand on that?

Secretary RICHARDSON. Our position has been modified on that to the
extent that we now have in H.R. 1 a clear separation of the Federal
and State responsibilities. Last year's bill, as our previous discussion
has made clear, did include provisions for 30-percent Federal match-
ing of State-supplemented payments. So the Federal Government was
in the business of matching State payments, and therefore still in
the business of telling States what the minimum conditions were under
which we would be willing to do this.

We think that there is a net gain in avoiding the compliance prob-
lemis that we have run into all over the country in recent years that
results from saying that the Federal minimum will be $2,400, no Fed-
eral matching of amounts above that; what the States do beyond that is
a decision for the States.

Senator RIBIcoFF. In other words, you are assuring that millions of
Americans will receive less under the administration proposal than
they now will receive? You read the papers the way I do. In the past
year 10 States have cut back 'on welfare and another 12 States will
probably do so. What you are doing is forcing the States, under
pressure, to cut back on what millions of Americans now receive be-
cause of the Federal attitude?

Secretary RICHARDSON. You have put that point with a very straight
face, Senator.

Senator RIBICOFF. I could not put it straighter, Mr. Secretary.
Secretary RiIHARDSON. But the short answer is that we would not

be forcing any reductions under this legislation. All the cost estimates
are predicated upon the States maintaining their present benefit
levels and, in addition, adding to the benefit levels the cash equivalent
of the food stamp bonus.

And we have so reflected in the tables. There is the further point
that, this year, as many as 14 States have already cut benefits as a re-
sult of the soaring caseloads. So what they are doing, in effect, is to go
tip in their total expenditures less than would be required to maintain
last year's benefit levels, but they are still spending much more money
than they spent last year.
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Under this legislation the "hold harmless" clause would assure
that they will not have to spend any more than they will be spending
in 1971, so they are no longer facing that same squeeze.

They will be in a position, therefore, to go on doing what they have
been doing, and we see no comparable likelihood, therefore, that they
would, in fact, cut benefits.

Senator RIBICOFF. Well, I would say only nine States and Puerto
Rico now pay more than $2,400. What the Federal Government is
doing is encouraging every State to cut the benefits they are now pay-

igby your failure to require them to guarantee benefits no lower
than under the present system.

Let us go down the list, because I want to get your point of view
on other matters.

MANDATORY REGISTRATION BY MOTHERS OF PRE-SCHOOL-AGE
CHILDREN

Two, optional work registration for mothers of preschool children.
Why are you against it nowNI, when you were for it in 1969?

Secretary RICHARDSON. We have not changed our position on that.
We think the exemption for mothers of preschool children should be
aplicable to all mothers of children under six, as the bill would pro-

vide the first 2 years.
Senator RIBICOFF. So you disagree with H.R. 1 ?
Secretary RICHARDSON. Yes.

REQUIRING STATE SUPPLEMENTARY PAYMENTS FOR FAMILIES WITH
UNEMPLOYED FATHERS

Senator RIBicoFF. Require supplementation to families headed by
unemployed males?

Secretary RICHARDSON. Here we believe that, for the 22 States which
have this program now, the " hold harmless" clause enables them to
continue to cover such families and that it is therefore unnecessary
for essentially the same reasons that we discussed earlier, for us to re-
quire them to do so.

DEFINITION OF "SUITABLE" J"OB

Senator RIBICOFF. Job suitability provisions?
Secretary RICHARDSON. Job suitability is an issue that has been dealt

with repeatedly in slightly varying, ways. The legislation now in effect
poides that an indivdual is first required tolbe given an opportu-

niity to do. a job commensurate with his skills or experience. There is
even provision for helping him to get to a community that has such
an available job, even if the immediate locality does not'

But if there is not a job of that kind available to imi we support
the conclusion that a family head should be required to accept an
available job that satisfies the other requirements that we have already
identified with respect to wage levels; provided, in the case of a
mother, that satisfactory adequate day care is available. This would be
a reason still for refusing to accept a job; it would be a refusal for a
good cause.
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DURATION or RESIDENCY REQUIREMENTS

Senator RIBICOFF. The next is elimination of welfare residency pro-
visions. How does the administration stand on that today?

Secretary RICHARDSON. H.R. 1 says, in effect, that a State may im-
pose a residency requirement with respect to eligibility for the State
supplement; in other words, the rationale is if it is all their money
under the supplement, they should be able to say who gets it and to
impose a residency requirement. We think that the rationale of the
Supreme Court decisions on this subject reaches that situation also.

So we do not believe that the provision is constitutional and we think
that it should be eliminated.

PROTECTING STATE AND LOCAL WELFARE EMPLOYEES

Senator RIBICOFF. The protection of State and local government em-
ployees' rights to transfer into a new system and aid them in getting
J obs-how do you stand on that today?

Secretary RICHARDSON. Here a great deal of work has been done
with various government employee groups, those representatives of
the Federal and of State employees, with State and local government
representatives, and with the U.S. Civil Service Commission.

The Civil Service Commission is close to the point of being pre-
pared to submit specific legislative recommendations on the subject to
this committee.

We have worked with them and we think that the general approach
is consistent with the one that we discussed last year, which was part
of the compromise which you and Senator Bennett worked out.

QUARTERLY INCOME REPORTING AND BIENNIAL REREGISTRATION

Senator RIBICOPF. Allowing the Secretary to make payments and
decide entitlement based on his estimates, rather than require man-
datory quarterly reporting and reregistration every 2 years by the
recipient?

Secretary RICHARDSON. Trhe interval since last year has reinforced
concern about the presence on the welfare rolls of people who should
not be there. And in a number of respects which I covered in my testi-
mnony, the bill- reflects a deliberate effort to make it, as the charman
of the Committee on Ways and Means has put it, "harder to get on the
rolls and easier to get off." We support this position.

Senator RIBicoFF. Mr. Chairman, I shall defer to other members, but
I have other questions that I want to ask.

The CHAIRMAN. Senator, I shall try to come back to you later on in
this morning's session, if you will stay with us. I know our Republican
friends have a Republican meeting at 12:310, and I want to give each
of them a chance or two to ask a question before they leave for that
meeting. I know the Secretary and I would be willing to stay on
longer if needed.

Senator Jordan?
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DISINCENTIVES TO WORK~

Senator JORDAN. Mr. Secretary, I am going to confine my questions
to matters relating to the notch problem that plagued us so last year
and our attitude toward that notch problem.

You say in your statement that the notch, as this committee is well
aware, "comes about when a substantial loss of benefits results from
the earning of an additional dollar of income."~

I am not quite sure all the notches have been removed from this bill
when we apply it to certain areas. Senator Curtis has indicated that, he
has some charts relative to the notch problem which he wants to ex-
amine before the committee.

I want to talk about a different kind of disincentive. Suppose in a
community a family of a certain size meets the requirements for wel-
fare and they receive x dollars per year. That would include the Fed-
eral minimum guarantee, the State supplement, and any other
accretions that might come their way.

What about the same size family of the same family structure in
the same community whose breadwinner is working full time at a job
known to be the most undesirable job in the whole community, and
whose total annual income is x plus $1 ?

What is the incentive for him to stay on his undesirable job rather
than go on welfare?I

Secretary RICHARDSON. Well, there is no way in which, by going on
welfare, he could increase his income. One of the best-

Senator JORDAN. No, but he would not get any less.
Mr. VENEMAN. Yes, he would.
Secretary RICHARDSON. If he were getting, let us say, to make this

a little bit more concrete, the largest amount of income a family can
earn and get any benefits, a family of four, is $4,140.

Senator JORDAN. That might be supplemented by States where the
living cost differential would induce them to do it?

Secretary RICHARDSON. Yes, that is true, if it were an AFDC family.
But the States, generally speaking-there may be only one or two
exceptions-do not have programs covering the working poor.'This
involvyes a different problem, to be sure.

Senator JORDAN. Yes.
Secretary RICHARDSON. But assuming that the family remained in-

tact, there would be no way that thd father in the situation you suppose
could make his family into a family eligible for AFDC. So he would
have no incentive to give up his job.
Senator JORDAN. Well, why could he not say, "I do not feel like
working any more"?2

Secretary RICEHARDSON. Under Secretary Veneman would like to

M.VENEMAN. Senator Jordan, the point is, it is impossible for that

man to be better off by quitting his job.
For example, if he were making $4,120 or more and went on welfare,

the most he would get would be $2,400, less $800 because he would be
refusing to work. So he would have the $800 penalty. So he would be
giving up $4,100 in order to get $1,600. So there is no incentive there
to quit a job. Now, if he were earning $2,000 a year, he would be en-
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titled to a FAP benefit, a wage supplementation, of $1,546. So his total
income would then be $3,546. If he quits that $2,000-a-year job, then
his total income would be $1,600 again, because it would be $2,400 less
the $800 for refusing to work.

So there is no way that he can be better off.
Senator JORDAN. I do not agree, but I would like to see it worked out

on some charts.
(Material supplied by the Department follows:)

NOTE ON WORK INCENTIVES IN H.R. 1

Under the provisions of title IV of HI.R. 1, no family, either male-headed or
female-headed, could be financially better off by not working than It would by
working. This is true whether or not there is a State supplement. The financial
advantage of work Is Increased further by strong penalties for refusal to register
for work or training.

A man with a wife and two children, for example, In a State with no supple-
inent, would face the benefit schedule of exhibit 1. Clearly, it always pays him
to work. If he refuses to work without good cause, the $2,400 benefit at zero
earnings is decreased to $1,600.

A woman with three children In a State with no supplementation faces the
Identical benefit schedule of exhibit 1.

State supplementation does not change the picture, except to add a constant
amount to each earnings level in exhibit 1 and increase the breakout point.
Since no tax rate can exceed 100 percent and all female-headed families below
the State breakout are covered, no female-headed family can ever be worse off
by wvorkifig than by not working. This is not true under current law.

Since States need not supplement male-headed families, the situation is more
complex. In the 27 States with no unemployed father program, exhibit 1 obtains
for a male-headed family, and there is no complication. In a State which supple-
mients an unemployed father, based on the new definition of unemployment as
working less than 100 hours/month, it is theoretically possible for a male-
headed family to reduce Its work effort and increase Its benefits. For example,
a man working 40 hours a week in -New York, earning $4,320 would receive
no benefit (except possibly under the State-funded working poor program). If
he reduced his hours to 100 a month, earning say $2,700 a year, he might qualify
for the unemployed father program, receiving $1,356 in addition to the Federal
benefit of $1,081, for a total income of $5,137. This possible disincentive Is an
Inherent structural flaw in the unemployed fathers program and the Inevitable
result of a program which pays benefits on the basis of hours worked, rather
than income.

It Is mitigated by the fact that control over hours (especially cutting back
hours to 25 a week) is seldom in the hands of the worker and by the fact that
only four States which have an unemployed fathers program have a State sup-
p~lement over $3,500 as of May 1971. (The lower the State supplement, the lower
the incentive to reduce hours to qualify for an unemployed father supplement.)
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FAMILY BENEFIT SCHEDULE
FAMILY OF FOUR
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EARNED INCOME 057 414 547
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The CHAIRMAN. Could I interrupt? While you are p resenting that,
the Department has asked for this information and I have authorized
that it be made available to the Department.
.Senator, you have before you a blue book there, "Work and Train-

ing Provisions, H.R. 1." I would suggest that you look at page 26, and
I would ask the staff to present Mr. Veneman with a copy of it.*

This is chart 13 on page 26. This is just an illustration, depending
upon family income level, of how much someone loses by going to
work, depending upon how much of their earnings they lose.

If you will look on page 26 on chart 13-this is information avail-
able to us. Beneath there you will see assumptions upon which this is
based, that for each dollar a family earns, in Chicago, in the $1,000
to $2,000 level, it costs them $1; the $2,000 to $3,000 level, it costs them
$1,12; $4,000 to $5,000 'level, $1.28 and $5,000 to $6,000, $1.31.

Now, that takes, of course, into account the social security tax, the
State and Federal income tax, the medicaid deductible increase, the
subsidy in public housing rent.

That is the thing you have in mind, is it not, Senator?
Senator JORDON. That is one notch you had in mind and you brought

out a point that I did not intend to get into at this time, because Sena-
tor Curtis is going to present the tables later.

t am talking about another kind of situation where a man with the
same family circumstances makes a dollar more than the family on
relief under the same identical circumstances; this man who is fully
employed pays a payroll deduction tax for Social Security, and per-
haps. State income taxes, perhaps Federal income taxes. What is there
in. H.R. 1. -that would phase this tax user family into a taxpaying
family without a disincentive for him to stay on welfare, to go on
welfare from full employment?

Secretary RICHARDSON. Well, Senator, let us take the cutoff again.
You are assuming a family in which the wage earner is getting
$4,141.

Senator JORDON. I did not assume any particular sum.
,Secretary RIcHARDsoN. Trhe point is that the welfare benefit di-

minishes as earnings rise, so that at $4,140 these two families are in
the same, situation. The family that was at an earnings level of $4,000
as against $4,140 would only get a very small benefit amount.

Senator JORDAN. All right. But Just using your illustration, this
f ami 'ly makes $4,140 out of which he pays payroll taxes for Social
Security. His take-home pay is less than if he were on welfare.

Secretary RICHARDSON. Senator, we think that the chart on page
26-chart 13-of the committee print that I have just now for
the' first time seen, dated July 23, 1971, is grossly misleading as to the
family's actual economic situation, with respect to certain factors
which have a marginal impact upon the family head's incentive to
work. Take, for instance, public housing. This is shown in one respect
as an economic benefit. But social security is shown as if it were all out-
of-pocket expense without a corresponding economic benefit.

Senator JORDAN. Mr. Secretary, I am not talking about chart 13; I
am talking about a hypothetical situation where a family in the same

*See app. B, p. 368.
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community makes a dollar more and pays payroll deductions for social
security, and his take-home pay is less than if he were on full welfare.

Secretary RICHARDSON. That is not true, Senator. That cannot hap-
pen under H.R. 1.

Under H.R. 1, the family with a wage earner always has more
money than the family with no wage earner. Now, take the case of the
family on welfare whose benefits are maybe $120 for a total year. If
the benefits were any less, the family would be removed on the basis
of the $10 a month limitation.

Now, that means that that family has to be earning roughly $4,000.
If the family had no earnings, their total would be $2,400, and if in
those circumstances an employable family had refused the job, their
total benefits would be $1,600.

Senator JORDAN. But suppose the State supplement puts them up
to $4,000.

Secretary RICHARDSON. The supplement also pushes up the break
even proportionately so that it does not matter; the $4,140 break even
is the-break even on the basis of Federal benefits alone.

If you assume State supplementation of $1,000, the break even is
$5,640, and the same analysis applies. So even assuming that he is not
refusing to work and goes in and gets benefits, the most he can get
for his family is $3,400.

Now, since lie, by definition, is capable of working, if he is offered
a job, he will lose $800 in his Federal benefits, reducing that to $1,600,
and he will lose $333 of the State supplement.

Senator JORDAN. Well, you have lost me, because I think that you
are missing the point. You are predicting what the State supplement
is 0o ng to be.

Secretary RICHARDSON. I am only making an assumption. It does
not matter what it is, Senator. It raises the break-even point by the
same proportion, so we might as well talk as if there were no State
supplement involved. It does not matter whether there is a State sup-
plement or not; the individual who receives benefits under this pro-
gram, cannot be better off than an individual who is not.

Senator JORDON. I am not convinced. But I shall yield the floor.
Secretary RICHARDSON. There is a remaining inequity as between

male- and female-headed families which can only be overcome by a
proposal to require State supplementation of the working poor pro-
gram which we think, for various reasons, is not appropriate at this
time.

The CHAIRMAN. Senator Byrd?
Senator BYRD. Th ank you, Mr. Chairman.

DURATION OF RESIDENCY REQU1IEMENTS

Mr. Secretary, first, I did not understand your reply to Senator
Ribicoff in regar'd to residency requirements. Now, what is your view
in regard to residency requirements?

Secretary RICHARDSON. We think that the Supreme Court decision
on this point makes unconstitutional the provision of H.R. 1 which
seeks to permit States to apply residency requirements with respect
to eligibility for the State supplement.
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Senator BYRD. Do you favor residency requirements?
Secretary RICHARDSON. No.
Senator BYRD. You oppose residency requirements?
Secretary RICHARDSON. Yes.
Senator BYRD. You think a State should not have the right to re-

quire that the welfare recipient be a resident of that State?
Mr. VENEMAIN. They can require that. The issue is duration.
Senator BYRD. I want to get the Secretary's view.
Is that your view?
Secretary RICHARDSON. The point is not that the State cannot re-

quire that the recipient be a resident. The question really is whether
the State can impose a requirement for living in the State for a given
period before the individual can receive State benefits. Obviously, the
State can and should be permitted to say that it will not pay benefits
to anybody who is not living in the State at all; the question is how
long must they have lived in the State before they become eligible.

Senator BYRD. It is your view that a State should not impose any
time requirement for residency?

Secretary RICHARDSON. Yes.
Senator BYRD. It is your viewv that the State should not have the

right to impose a time requirement for residency so far as drawing
welfare benefits?

Secretary RicHARDSON. This is, of course, my personal view, to
answer your question directly. In any case, whether or not it was my
view, the view of our General Counsel, with which I concur as a
lawyer, is that wve could not constitutionally permit a State to do this
in any case.

Senator BYRD. What is your view of the New York-
The CHAIRMAN. Mi.. Secretary, could I interrupt there?
Senator BYRD. Surely.
The, CHAIRMAN. Because I just do not like to see fine legal points

bypassed.
The basis of that Supreme Court decision was that the Federal. Gov-

ernment cannot authorize a State government to ignore a provision of
the Constitution where the States are required to go by an equal pro-
tection clause. If the Federal Government wanted to, it could impose,
itself, a residency requirement which would not violate the equal pro-
tection clause if we wanted to do it.

So if we wanted to say, as has been suggested on occasion, that there
should be some reasonable residency requirement, while the States
cannot do it and we cannot authorize them to do it, we do have the
power to do it, I believe. That is what the judgment of the lawyers on
this staff seems to be.

Have you thought of it from that point of view?
Secretary RICHARDSON. I do not agree, Senator, that Federal legis-

lation could authorize the States to -withhold benefits from a f amily
because they had not lived in the State long enough. I read the Supreme
Court decision as saying, in effect, that this is denial of equal protec-
tion of the laws as between one family and another family, given the
mobility of people within the United States today, and given the Fed-
eral intervention in the base of benefit payments to individuals.
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The CHAIRMAN. Well72 but it seems to me as though if we said in
Federal law, you are eligible to draw payments from State A for 1
year after you leave State A, and State B, to which you have moved,
does not owe you payments until you have been there 1 year, then the
person is in all cases entitled to draw welfare payments from some-
body, and there is uniformity in the law. Would you contend that that
still violates the equal protection clause because this is the Federal
Government doing this rather than a State doing it?

Secretary RICHARDSON. I think that the language of the decision is
broad enough to require the conclusion that thi-s could not be done. But
I recognize that it is arguable.

In any event, I wouid still then feel it was fairer in these circum-
stances to provide for uniform payments to people living in the same
place.

The CHAIRMAN. Pardon me for interrupting. I just wanted to get
the Secretary's opinion.

Senator Bmn. I appreciate the chairman making that point. It is
important to me in getting the philosophy of the Administrator' of
HEW, and he answered my question categorically that he does not
favor residency requirements.

RECENT LARGE INCREASE IN WELFARE ROLLS

Now, Mr. Secretary, on page 2 of your statement you say that during
the decade of the sixties, the AFDC rolls increased by 4.4 million
people, a 147 percent increase. Then you say further in the year follow-
ing the President's initial call for welfare reform, in August, 1969, the
rolls increased an additional 50 percent.*

So over a 10-year period the rolls increased by 147 percent, but
over a 1-year- period they increased by an additional 50 percent.* I
am just wondering whether that is not an indictment of the Admin-
istration of HEW.

Secretary RICHARDSON. Well, certainly, we would have to admit that
the prima facie case looks bad, Senator Byrd.

senator BYRD. I agree with that.
Secretary RICHARDSON. But actually, on the other hand, the admin-

istration of the program has remained essentially the same.
The determinations of eligibility are a State and local function

under existing law. The res-ponsibility for audit and to determine
whether or not the States are doing a reasonably adequate job of ad-
ministration is and has long been a Federal responsibility. I think we
have. exercised this at least as well as it has been exercised -at any
previous time.

So one must look elsewhere for an explanation of this very rapidly
accelerating rise in total caseloads and costs.

There have been various studies of this, and among the contribut-
ing factors have been the elimination of the residency requirem-ents
as a factor, the elimination of the man in the house rule, which we
discussed early as having been a factor, the activity of various groups
and organizations-

*See footnote, p. 30.
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Senator BYRD. Both of which you approve of ?
Secretary RICHARDSON. The man in the house one I recognize as pre-

sent ing practical difficulties on which we would be glad to work with
the committee.

The second one, residency, I have expressed my personal view of.
The activity of various groups and organizations 'in calling the at-

tention of people to their legal right to receive benefits has undoubt-
edly had an impact.

Senator BYRD. Of which you approve, also?
Secretary ]RICHARDSON. Well, it is hard to say it is wrong for any-

one to undertake to call to the people's attention the fact that they
are entitled legally to a benefit. When you are confronted with a ques-
tion yes or no, I think one would have to say that the Congress hav-
ing declared a public policy in favor of providing benefits to people
in a given situation, anyone who called to their attention the fact
that th ey nare entitled to them is performing a role that I certainly
cannot condemn.

Senator BYRD. I think it is a very interesting figure that you put
into the record that over a decade, the rolls increased by 147 percent,
while for a 1-year period under the new administration, they in-
creased an additional 50 percent.*

Mr. VENEMAN. Mr. Chairman, may I clarify this point?
Senator BYRD. Please do.
Mr. VENEMAN. There has not been a newv administration with regard

to the administration of public assistance programs in this country.
The public assistance programs are administered by State and local
governments. The Federal Government has absolutely nothing to do
with the administration.

Senator BYRD. Let me put it this way: In the new Federal adminis-
trators in Washingtoii. There has been a new administration in
Washington.

Mr. VENEMAN. But it cannot be attributed to the 50-percent increase
in caseload and costs, Senator.

Senator BYRD. I do not sam it is, but I do not say it is not, either.
Secretary RICHARDSON. We 1,I think we can assure you categorically

that it is not.
Senator BYRD. I do not think I can categorically accept that

explanation.
Secretary RICHARDsoN. I would be very glad, Senator, to have any-

body scrutinize the processes that have been administered so far as
the Federal role is concerned in the interval since January 1969. 1
hope that such a scrutiny would disclose that in some respects the
situation has been tightened uip and improved in administration ; the
audit procedures are more adequate.

But I am sure that you will not find that there has been any
relaxation.

Senator BYRD. Well, something is radically wrong when over a 10-
year period it increases by 147 percent, and then all of a sudden in
a year it increases by an additional 50 percent.*

See footnote, p. 30.
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Secretary RICHARDSON. I totally agree with your observation that
something is radically wrong and of course that is why wve are here,
to try to persuade you to do something about it.

Senator BYRD. You are here to expand an already expanded pro-
gram. Let us get on to another subject.

ADEQUACY OF $2,400 BENEFIT

In your statement you comment on the Federal income floor of
$2,400. In your judgment, is that an adequate floor?

Secretary IRICHARDSON. Yes.
Senator BYRD. It is an adequate floor?
Secretary RICHARDSON. Yes.
Senator BYRDn. I think that last year you testified that $1,600 was

an adequate floor.
.Secretary RICHARDSON. It is necessary to make clear that we started,

in arriving at the $2,400, with the $1,600 base of last year cashed out
food stamps, the equivalent of which is $600, added the 600; bring-

igthe total of $2,200, which we agreedlsyerwtSnaoRbi
cofand Senator Bennett could approximately be done under last

year's program; and then the additional $200 reflects, as I said earlier,
a kind of uniform national equivalent of the cost to the Federal Gov-
ernment of participating in State supplements. So you can consider.
the $1200 in effect as buying the Federal Government out of paying 30
percent of whatever the State chose to add to this $2,200.

So the result -is, therefore, in determining the adequacy of this
level, or appropriateness-because nobody would say that it is enough
to live on -by itself-that the justifications for the $2,400 are basic ally
the same as those which justified the $1,600.

Senator BYRD. I noted in the press this morning that most of the
potential Democratic candidates feel that $2,400 ceiling is too low,
and all of them advocate a higher ceiling, with some variations be-
tween them. But your recommendation is for $2,400?

Secretary RICHARDSON. Yes; I am not sure that, with all due respect,
the Democratic candidates have squarely confronted the cost
consequences of increasing benefit levels. As I pointed out earlier-

Senator BYRD. I am not sure HEW has, either, insofar as this
guaranteed annual income is concerned.

Secretary RICHARDSON. Well, (a) Senator Byrd, we do not accept
the characterization of this program as guaranteed annual income;
(b) we think we have squarely considered the cost implications.

And as I pointed out earlier, the cost increase in benefits to families
is quite small. The total increases in cost in this program are largely
attributable to increases in benefits to adults and the increases in
costs in the money allocated to the various programs designed to get
people off the rolls and into work.

Senator BYRD. Now, may I ask you this, Mr. Secretary: Suppose
the Congress were to adopt legislation at a figure substantially above
the $2,400? Would you recommend that that be vetoed or signed?

Secretary RICHIARDSON. It would depend on how far we went. I
would want to remind this committee in due course, or the Senatea,
that if increases in this total amount seem likely, that there are many
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other competing claims to be considered including the medical care
legislation which the committee will, I trust, in due course be con-
sidering. There are claims in education, just within my own Depart-
ment, without even reaching needs in areas other than those of concern
to HEW. So I would hope that the committee and the Senate will
not increase that number.

Senator BYRD. Mr. Chairman, my time is up. I have a number of
other questions, but my time is up.

The CHAIRMAN. We shall come back to you later.
Senator Nelson?

ADMINISTRATION OF STATE SUPPLEMENTARY PAYMENTS AND
SAVINGS CLAUSE

Senator NELSON. Mr. Secretary, do I understand the bill correctly in
that a State may continue to administer the program of supplemental
grants, whatever they may be, or they may forfeit that responsibil-
ity and it will be assumed by the Federal Government?

Secretary RIChIARDSON. Yies; that is essentially correct, with the
further Vrovision that if the State elects to benefit f rom. the "hold
harmless' clause, to be protected against increases in State expendi-
tures -above the calendar 1971 level, then they must agree to Federal
administration of the supplement. Since the Federal Government is
sayinga that we shall hold you harmless against any increased costs
attrib~utable to increases in caseload, we must be in a position where
we can apply our own consistent standards to the determination of
Who gets onto the rolls.

Senator NELSON. The "hold harmless" clause only applies to addi-
tional enrollees covered, becoming covered, subsequent to the aclt; is
that correct?

Secretary RICHARDSo-N. The answer is essentially "yes," but the con-
sequences are measured rather in dollar terms than in numbers of en-
rollees; in other words, the effect is to protect the State against costs
attributable to increased enrollment, because the assumption is that
benefit levels remain the same. If the State elects to increase benefit
levels, then they would pay that whole cost without protection from
the "hold harmless" clause.

The "hold harmless" clause would hold total State expenditures to
the calendar 1971 level. This means, in effect, that any expenditures
attributable to increases in caseload would 'fall upon the Federal
Government.
ISenator NELSON. But if they wished to be beneficiaries of the "hold

harmless" provision of the bill, they then must forfeit the responsi-
bility of managing any aspect of the welfare program?

Secretary RICHARDSON. That is true; except, of course, for services
to, people of various kinds that would continue to be a responsibility
of State and local welfare agencies.

Senator NELSON. How many people-I would assume, myself, all
the States would probably, under those circumstances, cede the re-
svonsibility for management of the welfare programs to the Federal
Government--perhaps not all of them, but certainly almost all of
them.
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How. many employees would that involve-I understand there are
something like 172,000 employees working on welfare at the city and
State levels. Is that right?

Secretary RiInARDSON. Yes; I think the figure is a little higher. I in-
dicated a little earlier 185,000, but this is roughly comparable.

Of that total, we estimate that roughly 70,000 are engaged in the
function of determining eligibility and making or processing AFDC
payments. The remainder work in the adult category program or are
engaged in the kinds of services that would continue to be a State and
local function.

We think that with the uniformity of administrative techniques and
the adaptation of computer technology, the total number of Federal
employees required to handle the family category eligibility and pay-
ment functions would be significantly fewer than under current law,
but we do not have a firm figure on that.

INCONSISTENCY OF APPROACHES OF ADMINISTRA 'IoN WELFARE AND
MANPOWER BiLs

Senator NELSON. Well, maybe you can rationalize this position which
seems to conflict with what I understood to be the posture of the ad-
ministration in general on revenue sharing. The administration has
taken the position as a general matter that whatever functions can be
performed at the State and local level ought to be performed there,
because the administration of programs at that level is more efficient.
The administration therefore has advocated general revenue sharing
and a manpower revenue sharing bill. They would turn all the man-
power programs back to the States. I happen to agree with that con-
cept. It is a concept I have supported for many years. Based upon my
personal legislative experience,. in State government and in the Fed-
eral Government, it is my opinion that the efficiency of the State
government, at least in my State, is far superior to that of the Federal
Government.

The big bureaucracy-all big bureaucracies become inefficient in
direct ratio to their size.

So I am a states righter in that respect. I think anything the States
and cities can do, they ought to do, and I agree with the-position of
the administration.

But I do not understand how you reconcile the administration pos-
ture on the revenue sharing manpower bill which proposes that all of
the manpower money be just turned over to the cities and States in a
block and let them run it themselves because they run it better than
we do; and now on the other hand you are saying that the States have
to, if they are going to be under the "hold harml-ess" clause, they have
to turn over the administration of all these programs to be run out
of Washington.

Can you reconcile those positions?
Secretary RICHARDSON. Yes, I think so, Senator Nelson. I welcome

the opportunity, as a matter of fact.
I think that it is important in this connection to make the point that

what the administration and the President have referred to as the
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new federalism contemplates the allocation of governmental responsi-
bility- to whatever level or agency is best adapted to perform that
function.

Now, in the case of manpower services or the development of day
care, for example, we feel that the States, local governments, or volun-
tary agencies in some cases, can do a more responsive job in meeting
the needs of the people of a given area or community than a Federal
agency.

And I think Secretary Hodgson will testify that, in the actual'pro-
vision of manpower services to people under the opportunities for
fatnilio~s program, the Labor Department will purchase manpower and
training services for employable people on the OFP rolls just as they
would buy day care for mothers who, without available day care, would
be unable t~o accept a job.

A comparable example is rehabilitation services which HEW, under
the administration of the family assistance program, would not under-
take to provide directly, but which we would see to it were paid for in
order to enable an individual disqualified from employment by a phys-
ical handicap to overcome that handicap and qualify for work.

But'when it comes to a function such as the determination of eligi-
bility under a uniform national program, the computation of bene-
fi ,ts, the cross-checking of income data to determine whether or not it
has been accurately set forth in the application form, or the process-
ing of checks, we think that the Federal Government has established a
very good track record of capacity and, indeed, that this is a kind of
function that can be performed with considerably greater efficiency
on a uniform national basis, than it can be done by the States or
localities.

And I would point in this connection to the record of efficient ad-
ministration achieved by the distinguished gentleman on my right, Mi..
Robert Bali, Commissioner of Social Security whose overhead cost.,
in the-'administration of that program are considerably less than the
overhead experienced by private insurance programs.

FEDERALIZATION OF ADMINISTRATION OF STATE WELFARE PROGRAMS

Senator NELSON. Under the current law, each State sets the salary
and working conditions of the welfare worker if it is a State employees.
is that not correct?

Secretary RICHARDSON. Yes.
Senator NELSON. What are you going to do about that at the Fed-

eral level? Pay everybody in the United States the same salary for
the same job?

Secretary RICHARDSON. We would utilize Federal employees' pay
scales which, for the kinds of work that would be involved in the ad-
ministration of eligibility standards and benefit payments, would
be higher than the current pay scales in most, but not all, States. And
we have done a lot of work with the Civil Service Commission and
various employees organizations on provisions of law that would deal
with the situation of transfer or protection of retirement credits, and
so on.

65-745 0 - 71 - pt. 1 - 9
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We would expect to offer early opportunities for jobs in the adminis-
tration of this program to people who are now in State service.

We expect that the total number required will be lower than the
number now engaged in these services at State and local levels. But
the problem of uniformity is no different, really, than applies to our
Post Office system or the district offices of the social security system,
itself.

Senator NELSON. I am just wondering why we would not be better
off to leave the employees under the State jurisdiction, allowing, the
States to set the salaries and let the Federal Government pay 50 per~-
cent of the salary, which is roughly what we do now.

And since the Federal Government is paying half, it has the au-
thority to set the standards in terms of management.

It would seem to me better to leave these employees, that 70,000 of
them, under the jurisdiction of the State and local level under stand-
ards set by the Federal Government and maintain those employees
at the State level. I think it is going to create problems, federalizing
all those employees.

There is not only that problem. I know you are aware of the other
problems about rights of employees. An employee who has worked 20
years for the State government will lose all seniority when he is trans-
ferred to the Federal Government.

Secretary RICHARDSON. This last problem is one on which a great
deal of work has to be done. Leave provisions, sick leave, accumula-
tion of retirement credits, the vesting of retirement benefits, and so
on, are all the subject of prolonged discussion and negotiation with
the Civil Service Commission and other agencies.

But the other point really is a question of judgment with respect to
efficiency of administration. Many of the things that can be clone to

protect gint fraud, duplication of payments, and so on, depend
upon the utiization of Federal resources not now plugged into the
administration of welfare, such as the cross-checking of welfare re-
cipients, tax returns.

Then the question is: Should the States operate with respect to
eligibility and payments another system of their own? We say in ef-
fect: Yes, if you want to do that, but if you want the benefit 'of the
"hold harmless" protection, we will require you to give us the respon-
sibility of administering determinations of who goes on the rolls, and
calculating the benefits, because we- have promised you that your ex-
penditures are not going to exceed what rou spent in 1971. And in
order to protect the Federal Government s own pocketbook against
increases in the rolls, the determination of who goes on those rolls
should be ours.

That, therefore, has seemed to be a sufficient justification for making
the whole of the process of eligibility determination and payment a
Federal function, recognizing that there is nothing about it wh ich
inherently requires the degree of responsiveness to local situations in
communities that is involved, for example, in the provision of serv-
ices to people.

So we have, as I said earlier, contemplated the latter function as
remaining in State and local hands and being hereafter the paramount
and exclusive responsibility of State and local welfare personnel with-
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out the dilution of their time and attention that has prevented their
doing as good a job as we think could have been done in the provision
of services over the years.

Senator NELSON. It seems to me all the things you would like to do
in. terms of managerial efficiency could be done still leaving the em-

poesunder State jurisdiction. And it seems to me as long as the
State is paying half of it, there is a much greater likelihood of sur-
veillance of their performance.

Secretary RICHARDSON. Well, it has not worked too well, I would
say, to date. We have paid half the salaries for administrative func-
tions and are now doing so on an open-ended basis. We also pay 75 per-
cent of whatever social services are provided. And although we do
have a mechanism for trying to monitor a State's use of this money,
the quality of State administration is highly variable, from your own
State-which I know is extremely efficient-to others that are less ,,o.
And the result is that the Federal Government is essentially engaged
in a check-writing situation, accompanied by checks to make sure iat
the States are obeying conditions laid down by the Congress.

This has gotten us into problems with compliance proceedings, hear-
ings, threats to cut off funds in Arizona, New Mexico, Nebraska, Con-
niecticut, Arkansas, California, and several other States, just within
the last few months.

Senator NELSON. Mr. Chairman, I think I have exceeded my time. I
have further questions, but I shall be glad to yield.

The CHAIRMAN. I have indicated T'would like to come back to Sena-
tor Ribicoff, and he was willing to yield for a while.

Senator, would you like to continue that line of questioning?
Senator RIBICOFF. No; I would just as soon start tomorrow morning,

in all fairness to the Senators who have other things to do, and to the
witnesses.

You have an obligation to be on the floor at 2 o'clock. Maybe this is a
good time to adjourn for the day.

The CHAIRMAN. Thank you, Senator.
Thank you, Mr. Secretary. After a while we ought to get around to

talking about the good provisions of the bill, about which we all can
agree, as well as the controversial ones.

Secretary RICIIARsoN. Thank youi, Mr. Chairman.
Mr. Chaftirman, with your permission, I would like to open tomor-

row's hearing with a display of a gadget I have had developed in order
to make graphic the point we dealt with last year: the interaction be-
tween tax rate, benefit levels, and costs.

IThe CHAIRMAN. Bring it along tomorrow. We would like to look
at it.

We shall meet at 10 o'clock tomorrow.
(Whereupon, the committee, at 1 :05 p.m., recessed to reconvene to-

niorrow, July 28,1971, at 10 a.m.*)

*Hearin g date subsequently changed to July 29, 1971, because of Senatae floor action
on Sugar Act Amendments of 1971.
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SOCIAL SECURITY AMENDMENTS OF 1971

THURSDAY, JULY 29, 1971

U.S. SENATE,
COMMIE ON FINANCE,

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

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

Present: Senators Long, Hartke, Ribicoff, Harris, Bennett, Jordan
of Idaho, Fannin, and Hansen.

The CHAIRMAN. This hearing will come to order.

OPENING STATEMENT OF THE CHAIRMAN

Today the committee will hear Hon. James D. Hodgson, Secre-
tary of Labor, on the work incentive program enacted in 1967 and
the welfare program the Department would administer under H.R. 1.
In large measure, there is little difference between the present law and
what the bill proposes.

Unfortunately, the performance of the Department of Labor under
the work incentive plan has been dismal, leaving members of this
committee properly skeptical that the work and training rules in H.R.
1 would be any more successfully applied in the future than the existing
law has been applied in the past.

Indeed, the continued poor performance of the Department since
Secretary Hodgson testified last year seems to attest to the unwilling-
ness-or the inability-of the Labor Department to help welfare re-
ci pients prepare for a better life.

Here are the facts:
Labor Department failed to enroll one-third of the 511,000 AFDC

recipients found appropriate for referral to the work incentive pro-
gram from July 1968 to December 1970.

Almost 45 percent of the persons enrolled in the program dropped
out.

More than 25 percent of the enrollees are simply waiting for train-
ing or placement.

Almost no trainees have been placed in employment.
Despite the vast array of manpower programs open to WIN par-

ticipants,. only 6 percent of WIN participants are actually taking
part in these Labor Department programs.

Despite 'the obvious advanta ges of. employmnent-baged training, only
percent of WIN enrollees may- be found in on-the-job training

public service employment.
(123)
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Despite the wide congressional interest in public service employ-
ment-and the statutory emphasis on public service employment-
only 1,149 persons were enrolled in WIN public service employment
in April 1971 and of these 901 were in one State-West Virginia.

This litany of dissappointment is enough to completely frustrate
well-intentioned legislators. It reflects a "can't do" attitude rather than
a "can do" attitude, and I might say Congress would be unwise to base
a $5 billion welf are expansion program on a "can't do") philosophy.

The Auerbach Corp. which reviewed the WIN program. for the
Labor Department cites a preoccupation with H.R. 1 as a major cause
of the Labor Department's failure under the work incentive program.

As one who played a major role in drafting the work incentive pro-
gram, it leaves mle asking the Secretary what is the trouble; is the
law we gave you based on the wrong concept; are we going about it
the wropng way, or is it the inability of your people to administer?
What is the answer to this maze? Why can't we work out something
where we give somebody an advantage for going to work and help him
when he does go to work? Why is it-that we cannot get off the ground
by putting people into meaningful jobs, for example, as liberally as
we provie for helping the States and the public in the nonprofit
groups if they will put people into work positions? What is it? Is it
that they do not know about it or rather that they do not care to
participate?

Frankly, as one who has worked hard to try to help people find
jobs and increase their income in doing it, as one who believes in the
concept of workfare rather than welfare, I am looking for answers,
and we hope very much you can contribute some to use here today.

OPEX~ING STATEMENT OF SENATOR RiBicoFF

Senator RIBICOFF. Mr. Chairman, may I make a comment? I think
what is interesting to me, Mr. Chai'rman, you and I start from oppo-
site ends of the spectrum on welfare, and yet in many respects our
thinking seems to converge at the same place, and if I may add a
footnote to what you have just said, the present proposal requires
2.6 million Americans to register for work. That is more than double
the number participating in all the Federal manpower programs in
1970, and yet the record, as you say, of all Federal manpower pro-
grams indicates failure.

In the 1960's over a half dozen manpower programs were estab-
lished, and between 1964 and 1967 133,000 persons enrolled in these
programs. And yet in 1967, only 22,000 had found jobs, and 70,000
were still in training. Meanwhile the Federal welfare rolls had ex-
panded by 800,000.

What did the Congress do? We reacted by establishing even more
programs instead of attempting to evaluate thedeficiencies of existing
ones.

Now, these new programs also failed to place training graduates
in permanent job programs. The WIN program is a good example
of such failure. From mid-1968 to 1970 WIN demonstrated a lack of
achievement, exceeding even the shortcomings of other manpower
programs. Only 10 percent, 20,000 AFDC cases, out of a WIN enroll-
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ment of 229,000 people were closed as a recialt of WIN. Meanwhile,
the welfare rolls increased by over a million families.

Now, the question that you and I and Senator Bennett and this com-
mittee -have to answer is, are we going to perpetuate this record of
failure by giving the Department of Laor an overwhelming new bur-
den without finding out why the Federal Government believes it will
succeed with opportunities for families when all other similar pro-
grams have failed.

In fiscal 1972 total Federal outlays for manpower will exceed $3.7
billion. If we had used that money in the creation of public service
jobs rather than in the multiplicity of training job placement assist-
ance, program direction, research and support, over 900,000 impover-
ished Americans now on relief could have gone to work immediately
at a decent wage in the fastest growing sector of our economy, State
and local public service.

Now, along the lines that you have said, Mr. Chairman, I would like
to ask unanimous consent to submit to the Secretary a series of re-
quests for information and documentation concerning plans for the
implementation of OFF, experience under WIN, the shortcomings of
the U.S. Employment Service, as well as other information necessary
to evaluate the Department of Labor's ability to properly handle this
massive new program; and I also ask unanimous consent, Mr. Chair-
man, that you ask the Secretary of Labor to submit to this committee
answers to these questions which contain the information which we are
going to need to mark up this bill along the lines that we are all think-
ing and, it would seem to me, that in the question or the matter of a
couple of weeks, the Department ought to submit this so our staff can
spend the recess studying this material, and it should be available to us
when we return from our recess. I would like to submit this to the
Secretary.

The CHAIRMAN. The Senator may do so. The Secretary will provide
you the information. I would like to see the questions and answers as
well. I am sure it would be helpful.

(The questions of Senator Ribicoff follow. The replies of the De-'
partment of Labor appear as appendix E, pp. 533 if.)

REQUEST OF SENATOR ABRAHAM RiBICOFF
QUESTIONS FOR LABOR SECRETARY JAMES HODOSON-AND BEQUESTS

FOR DOCUMENTATION

1. How many Americans are unemployed? underemployed? and how many are
(a) eligible for and (b) required to participate In the OFF program? Based
on WIN experience how many of those in (b) would voluntarily agree to parti-
cipdtte In OFF? Show the present levels of training and education of those eligible
for the OFF program. (i.e. assess employability) How many of these individuals
are eligible for existing manpower programs (break down by program, Includ-
ing Public Service Employment) ; how many have already been processed
through other programs-with what results? (See pp. 534, 535.)

2. What percentage (estimated) of the Individuals required/eligible to parti-
cipate In OFF are minorities? What measures are you taking now to Insure
equal opportunity? (Please provide the committee with annual reports on EEO
enforcement for DOL manpower programs for the past two years, showing how
enforcement is administered at DOL, regions and locally, size of budget, num-
ber of staff, volume of complaints and agreements handled, etc.) How do you
plan to adjust your EEO enforcement program to accommodate the new responsi-
bilities? (See pp. 535-570.)
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3. What percentage of the OFF enrollees reside in rural areas? (give break
down by region) What manpower programs do you presently have In those
areas (name specific program, size of Investment, administrative agency, show
present as well as cumulative figures) What local delivery system do you have
to Implement rural programs? (What about community action agencies?) What
steps are you taking to correct the problems detailed In the petition recently
filed with the Secretary of Labor on behalf of migrant workers and their or-
ganizations, and In the National Urban Coalition-Lawyers' Committee publica-
tion "Fa~lling Down on the Job." (See pp. 571-583.)

4. What kinds of jobs are presently available in the private sector for OFF
enrollees? (specify categories) With what salary levels? Provide documentation
showing employability characteristics of those required to participate In OFF v.
openings In private labor market, Please provide documentation on the WIN
experience to date, with detailed break-downs on: kinds of jobs placed, salary
levels, kinds of training and special services received before placement. Docu-
ment the cost of training and services (including day care) measured against
quality of job placement and against cost of maintaining same individuals on
welfare. Analyze and recommend the kinds and levels of support (specifying
type of training, etc.) needed for the jobs In which WIN enrollees have been
placed. Show relationships of job placement of WIN participants and ilnemploy-
ment levels-for the 10 largest cities, for 5-10 rural areas. Provide us with
"Internal Staff Briefing Paper Work Incentive Program" prepared by the Wel-
fare Reforming Staff and "Work Incentive Program" Second Annual Report of
the Department of Labor to the Congress on Training and Employment Under
Title IV of the Social Security Act. (See pp. 583-61.)

5. Based on your knowledge of the labor market, and of those eligible for
OFF, please provide the Committee with a phased schedule suggesting how we
might break down Into priority of service categories the millions of people re-
quired to participate In the programs. Show why (if at all) proposed categories
differ from those under WIN. (See pp. 662.)

6. Provide the Committee with a chart Indicating by State the salary levels
required to get an Individual off welfare; also indicate the minimum wage level
In each state. Compare the former with the data provided In (4) showing the
kinds of jobs now available for OFF participants. (See pp. 662, 663.)

7. Public Sector Jobs-What Is your position on the public service employ-
ment program proposed as part of OFF? How do you plan to relate it to the
recently passed PSE bill? Do you agree with the bill as written, I.e. that it
should provide low level jobs for the hardest to place. What are the greatest
areas of growth In the public sector (leading to permanent jobs) ? How many
of these Jobs require training (in regard to the Individuals represented In the
welfare population) ; detail. How many non-skilled (no training required) jobs
exist In the public sector? Break down both skilled and non-skilled jobs Into
temporary and permanent categories. Which (break down by training required,
no training, temporary, long-term) of the jobs can lead directly to private em-
ployment? Which are appropriate for welfare recipients? Provide us with data
on the operation of the Public Service Career program to date--placements,
kinds of jobs, salary levels, kinds of private employment obtained after a PS0
Job etc. (See pp. 664-668.)

8. The House Ways and Means Committee report stated that responsibility
for delivery of manpower services under the OFF program should not be
assigned to local employment services, where they have proved Inadequate In
handling the disadvantaged. What kinds of changes do you plan to make to
make the ES more responsive? Does the Wagner-Peyser Act need to be amended?
(If so, please provide model legislation with 6 weeks) What steps have you
taken/do you intend to take to carry out Pres. Nixon's directive that federal
contractors must list job openings with ES? Provide us with the analysis of the
ES completed in the spring of 1971 and known as the ES, Indicating your pres-
ent plans regarding delivery of OFF services in that state (i.e. will they be
delivered by US, C'AA, others?).- Also provide us with the rebuttal to the Urban
Coalition-Lawyers' Committee report-"Falling Down on the Job: The U.S.
Employment Service and the Disadvantaged" prepared by William R. Ford of
the ICESA.

What percent of ES placement of the disadvantaged (or of welfare recipients,
If known) have been In Jobs below the minimum wage? Not covered by work-
men's compensation? Less than 1 year? Agricultural?
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Recent DOL Policy memoranda, state that the ES will become (or Is) the "co-
ordinator of manpower programs". What does this mean? (See pp. 668-710.)

9, Program Management-What will the role of the CAA's be under the OFF
program? What Is your evaluation of and do you intend to stick with the "prime
sponsorship" approach? What other private or public agencies are appropriate
sponsors? How will the administration, sponsorship etc. of the manpower pro-
grams under OFF be related to the administration etc, of existing manpower
programs? (MDTA, CEP, NYC etc.)

Provide us with a listing over the past 5 years of sponsorship of programs
authorized by the EGA, showing specifically those which have been transferred
from CAA's to mayors and Indicating the reasons therefor. How will the OFF
manpower program relate to the CAMPS structure? (See pp. 710-713.)

10. Training Orant8-What evidence do you have that training Increases em-
ployability? (Doesn't employability depend on Job market?) Give placement re-
sults of DOL training programs for past 5 years Indicating salary levels. What
has your experience In terms of ultimate job placements been under on-the-job
training programs, as compared with Institutional training? Specify re-WIN
program. What percent and at what levels (by training slots or funding) of the
training under OFT will be OJT?

Provide us with a listing of major private firm participants (including non-
profit corp.) in training to date, indicating amount of contract, kind of training,
job placement and career advancement results (for MDTA, JOBS, and CEP).-
Indicate which of those firms are minority concerns, also provide a list of minor-
ity firms which have applied for and been denied such contracts.

Submit all guidelines, models, regulations, etc. pertaining to the JOBS pro-
gram and the NAB's network. Indicate the relevance, If any, of that program
to OPP. (Note: JOBS Is the fast growing manpower program and the one over
which the DOL and the Congress have exercised the least oversight. The GAO
In '1ltvaluation of Results and the Administration of the Job Opport'mnities in
the Business Sector Program In Five Cities", March 24, 1971 documented the
failings of the program.) (See pp. 713-732.)111. supportive ,Service-H.R. 1 authorizes you to spend $100 million annually
In' supportive services for OFF participants. What services will you provide?
Through what mechanism? (See pp. 732, 733.)

12. Miwoellaneou8
(a) H.R. 1 provides for Inter-state transfers of workers. How would thi's

work? Provide data showing how inter-state system has worked to date for non-
agricultural jobs.

(b) H.R. 1 provides for a new Ass't. Sec. for the OFF program. How will his
responsibilities relate to those of the present Ass't. Secretary of Manpower?

(c)''What criteria or what benchmarks should the Congress apply In Its over-
sights activities to determine If this program Is a success?

(d) We have received data indicating that your manpower training programs
are under-subscribed this year. To what do you attribute that?

(e) How do you plan to Involve the beneficiaries of H.R. 1 In program de-
sign, evaluation, etc.? (other than through possible contracts with CAA's)
(See pp. 733% 734.)

The CHAIRMAN. Any further questions?

OPENING STATEMENT OF SENATOR BENNETTr

Senator BENNETT. I have no prepared statement, Mr. Chairman, but
I want the Secretary to know that I share the concern that has been
expressed here. We are presumably trying to solve a welfare problem
by taking people off of welfare and putting them into jobs, as has been
indicated, the record thus far has not been very bright. We are charged
with developing a new program, and I hope that we will have the
cooperation of the Department of Labor and the Department of HEW
because my concern is that we develop a practical program and not a
theoretical one, that we are able to make some fresh starts and not
continue, to put patches on failures so they will hold air for a little
while but will, leak out as the others have done.
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This may be our last chance for a long time to solve or at least
control the welfare program. If we fail this time the rate at which
people will move out of employment and on to welfare may continue
and 'even increase, and it could be that in 10 or 15 years from now a
quarter to 'a third of American people will have moved on to welfare,
and we have got to stop that.

It requires two things: It requires a program and it requires jobs
to which these people can be moved, and I think more than ever before
this committee is determined to stay with this problem until we get
what seems to us to be a practical rather than a theoretical solution.
I think we are more concerned with the job than we are with the
training program, which has not always been the case.

So I am going to listen with great care to what the Secretary has
to say, and I am going to do everything I can to translate any idea
we can get from any source into a practical program. Thank you
Mr. Chairman.

The CHAIRMAN. Secretary, would you care to proceed now with
your statement, sir.

STATEMENT OF HON. JAMES D. HODGSON, SECRETARY OF LABOR;
ACCOMPANIED3 BY MALCOM R. LOVELL, ASSISTANT SECRETARY
FOR MANPOWER; AND JEROME M. ROSOW, ASSISTANT SECRE-
TARY FOR POLICY, EVALUATION, AND RESEARCH

Secretary HODGSON. Mr. Chairman, you and Senator Ribicoff and
Senator Bennett have put a lot of food for thought on our plate at the
outset here, and we will try to eat our way through it this morning.

The CHAIRMAN. If I might just interrupt you for one moment before
you do, Mr. Secretary it occurs to me that the record we are making
here can be very useful. We are going to suspend during this August

recess, and that is going to offer the various people around the
country-and I have in mind these State administrators, the State
departments as well as the-I mean the labor security people, uniem-
ployment security, and your labor people, as well as the welfare and
the HEW people around the country, an opportunity to study what
has been said in these hearings.

I hope we can print up the first volume or two of the hearings here
that we have had, and begin to analyze the problem as it is laid before
us. Perhaps we can get some help from administrators and others in
resolving some of the differences that we find between what is being
advocated by the administration and what is being advocated by some
of the Senators.

I am sure that you have able people in your department. You
have done a fine job down there, but you do not have all the brains
in America in that Labor Department. We should be the first to admit
that we do not have it all on this committee. We would be glad to
welcome whatever someone can contribute to he lp.

Secretary HODGSON. In fact, I think you iilt say that not all the
brains in America are here along the Potomac.

The CHAIRMAN. That is right.
Secretary HODGSON. Mr. Chairman, if I may then, I will proceed

with my statement. I do not intend today to present a case for welfare
reform. It seems to us, that the case has been made. It has been made
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by the committees of Congress. It has been made in public dialog,
and perhaps most of all, it has been made by the constantly deterio-
rating performance of the present welfare system. I suggest then that
the essential questions that remain are what shall be the elements of
welfare reform, and how soon shall we achieve it. These are the ques-
tions this committee will help decide, and I am here solely to be of
assistance in helping to make those decisions.

At the outset let me make it clear that I believe that the appro-
priate elements of the needed reform are embodied in H.R . 1 and
that this legislation should be enacted at the earliest possible date
consistent with the considered examination such landmark legislation
deserves. For indeed this is landmark legislation.

As Secretary Richardson has described, welfare reform moves on
several fronts to accomplish needed reform, of which breaking the
back of dependency through an emphasis on employment of the wel-
fare recipient is only one, although a major one.

I want to address myself to that role of employment in welfare
reform.

And I want to go straight to the issues that concern this committee.
My first point is simpy this, that the bill before you this year is

stronger legislation than submitted by the administration and passed
by the House of Representatives last year, largely because, in my
judgment, of the work of this committee last year.

To start with, H.R. 1 separates those who would be required (or
volunteer) to accept employment or training from those not so re-
quired. The opportunities for families program, for those required
or volunteering, is a distinct program, with full legal responsibility
lodged in the Department of Labor. This puts the recipients for
whom employment is the road to independence in the agency best able
to help them achieve it. This is workfare, a concept favored by both
the President and, I believe, this committee.

The difference from last year's manpower and employment com-
ponent, however, goes well beyond one of form. It is improved both
in terms of scale and content.

In terms of scale, it increases the funds specifically earmarked for
jobs, for manpower development, and for supportive services to a total
authorization of $2.2 billion-all directly tie d to the key employment
objective. This increase results from the addition of funds for public
job creation, child care, and supportive services, the elimination of
State matching requirements on manpower services, and the transfer
of a larger enrollment from the WIN program than contemplated
last year.

This increase in resources in the family program is the direct result
of a decision to increase the amount of resources invested in welfare
reform-to $2.2 billion. Money thus applied to reducing the rolls as
compared to straight-benefit payments is an investment in future gen-
erations. When comparing total expenditures estimated under the
welfare reform bill with existing expenditures, it is important to keep
this point in mind, because the major share of p resent welfare expendi-
tures goes for benefits or the administration of benefit payments.

In terms of content of the manpower program, the most significant
changes from last year have to do with public employment. The wel-
fare reform bill provides $800 million for creating public jobs for about
200,000 people during the first year of the program. It is time to couple
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two needs, the economic need of a people who do not have jobs but are
being supported now by the public, and the need for services required
in local areas-services that State and local governments cannot now
afford, partly because they are. being bankrupted by welfare costs in
the first place. The important companion benefit is that such jobs can,
and will, be used as stepping stones to regular jobs in the unsubsidized
sector.

In addition to direct job creation, the new legislation takes further
steps to open up jobs for OFP recipients in the public sector. All gov-
ernment agencies receiving grants from the Federal Government would
be required to list their fob vacancies with the local manpower office
responsible for OFP. Further, such agencies could be required to set
goals for the hiring of OFP recipients.

Having strengt~ne the provisions of the bill that provide job op-
portunities, it was appropriate that we strengthen the requirement to
insure that OFP recipients avail themselves of the opportunities pro-
vided. The penalty for refusing work has been raised from $800 to
$800. Our experience has been that people normally will avail them-
selves of opportunity, but the penalty is there for when it is needed,
and to assure those not so willing are not going to get a free ride.

The vital nature of child care in support of manpower and employ-
ment efforts is recognized to a greater extent in H.R. 1 than in last
year's bill. The assurance of adequate and timely child care is strength-
ened in the following, respects:

A total of $700 million is authorized directly in support of the em-
ployment and rehabilitation objectives, providing child care oppor-
tunities for 875,000 children. Child care funds available in title IV
for employment support are transferred to the OFP program, and
money and authority for construction of facilities has been added to
the bill.

While all of child care in last year's bill flowed through a single
agency, this year's legislation contains a "failsafe" arrangement. HEW
would have the responsibility to develop child care facilities under a
system of prime sponsors, and Labor would have the funds and au-
thority to purchase child care directly in areas and under conditions
where the system may be unable to s uppl it in a timely manner. Of
course, the Department of Labor woul prchase child care from
HEW facilities whenever they were available.
IH.R. 1 contains specific direction for the Department of Labor to

train-in cooperation with HEW- mothers receiving OFP payments
as workers in child care facilities. And this, as you can see, will achieve
a double objective.I

H.R. 1 makes better provision for supportive services than the bill
last year. It earmarks $100 million specifically for this purpose, assigns
the funding authority to the manpower program of the Labor Depart-
ment, authorizes correction of minor medical problems, and requires
that Family Planning Services be offered OFP recipients.

Finally, the new legislation provides greater assurances of adequate
administration by making the Secretary of Labor fully responsible for
all manpower activities. A greater degree of Federal presence is re-
quired in actual administration than envisioned in last year's bill.
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Now we come to my important second point. Work incentives under
H.R. 1 are strong. When combined with the work requirement fea-
tures, they reflect a primary emphasis of the welfare reform bill.

The single most important work incentive is the coverage of the
working poor. Somehow, in times past our rewards and penalties got
mixed up, creating a system where those not working were given finan-
c,-ial assistance, but those working day in and day out--but still living
in poverty-were ignred.

We can't strength en work incentives by extending a helping hand
only to those who do not work, and continuing to ignore those who do.
Children inpoor families with a working father can be just as hungry
as those in poor families with an unemployed father, or with no father
at all.

There has been a tendency to look only at a few aspects of work in)-
centives rather than at the total package. The question of work in-
centives may be a complicated one so I would like to list the major
work incentive considerations in IH.R. 1.

1. Most mothers on -welfare want to work. Our surveys and experi-
once demonstrate this. A major incentive for them to do so is the avail-
ability of skill training, which is what many of them need to land a
real job.

.2. A major barrier to women on welfare working is child care un-
availability. When available, a strong work incentive exists both from
the standpoint of cash earnings and the opportunity it affords the
child, .

3. In addition to the availability of training, there is an immediate
financial inducement-a monthly training bonus of at least $30. Also
transportation costs and any one-of-pocket costs of attending training
can be reimbursed.

4. The "income disregyards" insure that work is financially reward-
ing. by enabling work and allowance income to be combined. Not
counted in computing benefit reductions are the first $720 of earnings,
one-third of additional earnings, child care expenses, and the income
of students in the family.

5.- Despite some misimpression that has evolved from the focus on
the economic term, "marginal tax rates," none of a person's earnings
are taken away by H.R. 1. I am afraid this terminology may have
mislead a great many people. There is no tax in H.R. 1. What happens
is that the Federal allowance is reduced as earnings increase, and I
know of no desirable alternative to such a policy.

q. A point on income relativity has been missed in all of the analyses
of income incentives we have seen. What may appear to middle income
groups to be only modest increases in income resulting from working
Actually is a great gain to a poor family whose entire income has been
going to meet fixed expenses. An additional $50 per month may be a
300 percet-or a 1,000 percent increase in discretionary income over
which the family has some control, income with which to get the baby's
shoes, or buy a child warm clothing

7Those who have focused on how much of an increase in earned
ico me of $1,000 per year a family-in effect-retains under all direct

and imputed deductions often have missed a number of important
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factors, as far as the incentive to accept jobs that pay higher wages
are concerned.

In the first place, the typical decision faced by a welfare mother is
not whether she should or should not accept a job paying $1,000 a year
more than she is now earning. They typically are not working now.
Their choice is taking a part-time or full-time job. And they can't con-
trol the wage; the employer controls that.

However, to a person who is already working and faces the prospect
of switching to a higher wage job, there are some powerful incentives
we ought to keep in mind.

Fringe benefits increase disproportionately to wage rates, as BLS
studies have documented. When a man accepts a higher paying job,
on the average, the fringe benefits increase by a greater percentage
than the hourly rate of pay.

Higher paying work in our society is normally more satisfying
work and carries more prestige.

Speaking of the importance of employment and income, Daniel
Patrick Moynihan once noted:

In America what you do Is what you are: to do nothing is to be nothing;
to do little Is to be little. The equations are Implacable and blunt, and ruthlessly
public.

Incentive to work-in an equitable and humane context-is what
welfare reform is all about. It is right that we examine work incen-
tives closely, and that we take into account the full range of consider-
ations that influence the decision to labor on behalf of self, family,
community, and Nation.

MyTthird point has to do with our general capability in manpower
development, and job placement, it is considerable, and has been re-
cently strengthened in several respects.

We believe workfare is feasible if we can build it upon the sizable
manpower capability that has evolved during the decade of the sixties.
The Department of Lbramnsesteprenticeship program,
runs the Nation's job exchange, deals with thousands of employers in
National Alliance of Businessmen's JOBS and other on-the-job train-
ing programs. It has a nationwide network of institutional training
programs under MDTA, starts youth in the slums along the employ-
ment path in its neighborhood youth corps program, and deals with
union programs in countless ways..-

Administration of workfare, in other words, will not start from
scratch. It builds on the work of a decade or more, and manpower
capability has been augmented substantially just in the year that has
passed.

While the new Emergency Employment Act is a temporary meas-
ure, it will give us actual experience in administering a widespread
public employment program before H.IR. 1 becomes effective.

On June 16, the President signed an important Executive order,
one that will greatly enhance the job-finding capabilities of the public
manpower agencies. Under this order all Government contractors will
now be requiired to list their job vacancies with such agencies. This
will greatly expand our access to job openings. We estimate that over
6 i lion additional job vacancies will be registered during the first
year. Many of these jobs will be suitable for trained welfare recipients.
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By the time H.R. 1 becomes effective, computerized job banks will
be available in all States, and will operate on a statewide basis in each
of them. This program increases the speed of the job matching proc-
ess, and has broadened the effectiveness of public employment service
agencies across the Nation.

Under H.R. 1, the Secretary of Labor has the flexibility to use any
and all of his manpower agencies and programs to carry out the pur-
poses of the act. Further, the authority he has under H.iR. 1 and other
acts gives him added capability in experimenting with new approaches
for delivering manpower services im-proving employability, and mak-
ing job placements.

Now we come to some comments on the WIN program that you
expressed concern about in your initial remarks, Mr. Chairman. This
is our fourth major point. In replacing WIN with workfare H.R. 1
has been designed with the objective of avoiding the pitfalls revealed
by the current WIN program.

While we feel the WIN program has been important for the people
it has been able to serve, it should be recognized that it is a pale fore-
runner to the workf are features of H.R. 1. WIN has mad 'e a significant
contribution. Those put into employment have received hourly wages
ranging f rom $1.48 per hour in food service to $3.73 per hour in mining
of minerals, with an overall average of $2.28 per hour. For those who
achieved such independence and earnings, WIN must be judged a
success.

.However, we all know that WIN has not been numerically effective
when compared to the enormity of the welfare problem, and I am not
going to try to tell you that it has. What we are suggesting is that to
enact workfare is not just to make WIN write larger. I want to ex-
plain in some detail how H.R. 1 differs from and deals with the weak-
nesses disclosed in the WIN program.

At the outset, WIN has a faulty referral process. WIN referrals are
left to the discretion of State welfare agencies to decide who is appro-
priate for referral. If the welfare staff is not in sympathy with the con-
cept of a work requirement it considers few people appropriate for
referral; in one State, for instance, this has meant that only 7 percent
of the AFDC population has been referred to WIN for work or train-
ing. Another State felt the opposite, and referred 94 percent, some of
whom were not appropriate.

1. H.R. 1, on the other hand, provides a uniform rule; it specifies
explicitly who must register with the manpower agency in order to
get benefits. Further, total respnsbility for such families is lodged
not in a multiplicity of States butin one place, the Labor Department,
so there is no fragmenting of responsibility.

2. Now, WIN has an inadequate, penalty for refusing work. Under
WIN, the manpower agency simply notifies the State welfare depart-
ment when a person quits 'training without good cause.. Often, most
often, no action is taken, even though benefits to that individual are
supposed to be curtailed.

Under the "Opportunities for Families Program," benefits would
automatically cease to a person upon a finding by the Department of
Labor that he or she quit a training program without good cause. An
effective work requirement will reduce dropouts, and increase entry
in~to training programs and jobs.
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3. The element is this: WIN has inadequate 'child care. WIN has
failed to deliver child care for at least four reasons:

(a) State matching requirement of 25 percent. States are not too
well off these days, and this has left the initiative with the States, and

~where they fail to act there is no child care support. OFP, on the other
hand, authorizes 100-percent funding.

(b) The reliance on a sole delivery agency. All WIN child care
comes through the State welfare department. Under OFP, any avail-
able and -acceptable deliverer of services, including schools and for-
profit firms, could be used.

(o) Inability of the manpower agency to secure child care directly
when needed. Under WIN, the manpower agency has no recourse if
the welfare department does not supply adequate child care. Under
OFP, the Department of Labor would have authority to purchase
child care directly when HEW was unable to supply it.

(d) _Shortage of physical facilities in connection with child care.
In addition, as we have pointed out, to the $700 million H.R. 1 would
make available to purchase child care services, $50 million would be
available (immediately upon enactment) to construct new child care
facilities.

4. WIN does not have a workable provision for public employment
jobs. While WIN legislation contemplated public jobs in the form of
what was called "Special Work Projects," the financial resources were
not workable.

OFF provides a flexible program for 200,000 public jobs the first
year, with 100-percent Federal financing during the first year of any
individual's enrollment.

5. WIN now has matching requirements for training WIN requires
the States to put up 20 percent of the training cost. to say the least,
this has retarded State participation. OFP permits the Federal Gov-
ernment to pay 100 percent.

6. WIN has high dropout rates for medical reasons. About 13.5 per-
cent of WIN dropouts gave m edical problems as a reason for leaving
training programs. Arrangements to secure corrective care on a timely
basis have proven inadequate. OFP provides authority and funds to
the Department of Labor to provide physical examinations and minor
medical care to eliminate medical problems that arise and threaten
continued participation in the program.

7. WIN has high dropout rates because of pregnancy. About 10
percent of women terminating from WIN for "good cause" do so be-
cause they become pregnant.

The OFP program requires the Department of Labor to make
family planning services available to OFP mothers. Of course, ac-
ceptance of such services will be voluntary.

Now, finally, under WIN there is a lack of Federal presence in
administration. Under WIN, the administration of the program is
entirely delegated below the regional level.

Under OFP an increased Federal presence in the administration,
of the program is required. Complete responsibility would be clearly
with the Secretary of Labor. '

So we come finally to the conclusion that the OFP program, if en-
acted by the Congress, will constitute a major increase in the responsi-
bility of the Department of Labor. I assure the committee that we in
Labor are fully aware of the enormity of the undertaking, and are
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prepared to devote our full energies to preparing for the efficient ad-
ministration of this program.

The OFP program, if the Congress enacts it, -would be the most
sizable undertaking in a great many years for the Department. It is a,
m-atter we take with great seriousness, and it has the highest of pri-
orities in our thinking.

WAe (10 not regularly have a large staff available, for advance plan-
ning of contemplated programs on a large scale. But wo (d0 not tand
cannot, wait until the ink is dry on legislation of this magnitude if we
are to succeed in meeting the objectives of the Congress. Therefore, I
have established a welfar-e reform planning staff, directed by Mr.
Robert 1fll, who is one of the, most experienced and able staff mem-
ber's in the. Department. lie works under the direction of a, steering
committee, that reflects all Department resources andl is chaired by the
Vi~lider Secretary.

We are not, at this early date, making admiinistrative decisions. I
want the options developed, and fully staffed out, so that. we can use
the time available to weigh our alternatives carefully.

If the Secretary of Labor is given the responsibility for an OFP
p)Ioo-amn. it is clear to me that the manpower conip-nent is going to
have to be, administered with a great degree. of Federal involvement.

One additional point in reg,-ard to Labor-IhEW coordinate ion. While
there are two family programs in H.R. l-OFP and FAP-that in-
volve income. maintenance payments, we are not going to create dupli-
cate offices to make benefit lpaylnenits. The Ways and Mfeaniq Commtittee
envisioned that we would arrange to have, those. operating functions
administered bv ITEW1. We agree that this makes sense. The Se-cretary
of Labor. of course, remains responsible for the results obtained in the
whole of the "Opportunities for Families Program."

There is going to have to be close coordination between the two
Departments. Our contact. at several levels in the two agencies, is now
daily, and even hourly. And it is effective. We expect it to remain that
way.

M[r. Chairman, it occasionally takes time, but Amnerican Governmnt
(does work. It can and has acted within unity in the face of crisis. I am
confident that we will find a consensus of wh at to (d0 about the welfare
crisis, wholly within the American sense of fair play and justice. and
mny purpose in being here is to work for that consensus.

rIhe CHAIR-MAN. Thank you for a, fine statement, Secretary. You
made a very fine argument for the program,you are supporting here.

Senator Wallace Bennett will have to leave to go to the floor, and if
hie can stay for a, few minutes, I would like to suggest that hie ask the
questions that he is intending to ask.

GOALS FOR STATE AND LOCAL GOVERNM-3ENT HIRING OF WELFARE
RECIPIENTS

Senator BENNETT. I can stay here for another hour, but sometimes
when the right to question pass es, it is hard to get it back. so I appreci-
ate the privilege of asking them. I have only four questions, more or
less practical ones, interpretive ones. On page 4 of your statement,, you
say that the program will open up jobs for welfare recipients by' re-
quiring State and local government agencies which get any grants from
the Federal Government to set goals for the hiring of those on welfare.
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Now, suppose they set the goal at zero; do you have any way to re-
quire them to change it? Do you have any way to require them to meet
the goal? Are you going to control. those goals?

Secretary HODGSON. We have the power of the dollar. State and local
government agencies exist to a great extent on funds they receive from
the Federal Government, and that is the source of the control.

Senator BENNE IT. Well, that may be the source, but, as a matter of
practice, having given a grant to the city of Salt Lake, can you with-
draw it or withhold it, otd r refuse to pay the balance of it if you are not
satisfied with the goal they set in this situation?

Secretary H~ODGSON. I believe that our principal hurdle in making
goals effective will be in getting the Federal Departments to agree to
an effective program of this kind. Once we get the respective Federal
Depa rtments to agree to a program for their Department, at that 1)oiflt
I have really Nvery little concerni about getting the respectiN-e com-
ponents out in the regions and fields to make it work.

T say that because of our experience with programs of compliance
wich Federal activities among Government contractors. Once a decision
is made at the top and they kVnow they have to comply with it in order
to stay in good standing they do.

.Senator BENNETT. BIut those are ordinarily questions of policy. This
is a question of numbers, this is a question of specific-

Secretary HODGSON. If you ask, have we set our goals in terins of
numbers, no; and I would think it~ would vary greatly wAith the r'e-
spective entities, with the areas in wAhich the circumstances exist.

Senator BENNETT. I agree with that.
Secretary HODGSON. Anid with the kinds of jobs.
Senator BENNETT. But do you have any control over the goals? You

say these people will set the goals and presumably and, of course,
this is ridiculous, they could all set a goal of zero. T~heni what could
you do about it?

Secretary HO DGSO30N. We could show considerable reticence in giN-
ina them their next appropriation.

enator BENNETT. But do you have any thought that maybe you
should have something a little more definite than the pressure of cut-
tig them off.

Secretary HODGSON. I would be willing to entertain any ideas to
make that kind of an approach more sucessful, Senator.

My feeling is from 30 years in the working world, that the p~ower~
of the purse seems to be about as effective a power as there is.

Senator BENNETTr. Well, you told us you have already moved to set
up a task force chaired by the Under-Secretary, and maybe this is one
of the problems they should be looking at: How these goals can be-
come reality.

Secretary HToDGSoN. Well, that exceedingly wide range, as you call
them, of operating problems or practical problems is the kind of thing
they will have to address themselves to, and that is why we need a
little leadtimne to get it done.

COST OF CHILI' CARE

Senator BENNETT. In another area, the House Report on H.R. I
indicates that you will expect persons placed in employment to pay
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for their own child care, the cost of which wvill be used as a deduction
in figuring the amount of assistance they will receive.

Using a relatively modest figure of $30 a month as the cost for
child care, care for a school-age child, a woman with three children
will have to make $2.50 an hour before she can no longer gyet any Fed-
eral payment, assistance payment; with four children, $3 an hour. I-ow
do you expect to find jobs for welfare recipients at those wage lim-
its, when most of the jobs5 we are getting under the present w'ork pro-
gram are at $2.28 an hour? In other words, isn't a child care program
really priced out of their reach ?

Secretary HoDosoNx. It would be if we were not going to have a
provision for setting a sliding fee scale based on what a person can
afford.

Senator BENNErr. So you are going to relate the cost of child care
and you are going to subsidize the difference with these commercial
child care suppliers, with whom you expect to contract?

Secretary HODGSON. Well, in effect, that is what it would be within
ceilings.

Senator BENNErrr. That opens some problems.
Secretary HODGSON. Yes, indeed.

ADMINISTRATIVE, BURDEN oF REGISTRATION REQUIREMENT

Senator BENNErr. You complain on page 15 about the lack of re-
ferrals in some States and too many refer rals in others.

Under H.R. 1, aren't you really going to be buried under a massive
paper burden that will dwarf the probl em that has been created for
the States?

Secretary HODGiSON. I suppose the Social Security Administration
thought it would be buried under a massive problem when it was cre-
ated; the unemployment insurance people felt the same way. Those
organizations have managed not to only take a few million people
but several tens of millions of people into their administrative cap
ability and do a job. Naturally, we won't make this program run like
clockwork from day one, but we are going to be able to do it.

I am convinced that the mechanics are there, that the organizational
capability is there, and that we will be able to build toward an effective
operation.

Senator BENNETT. I have no other questions at the moment.
The Ci-AIRMJAN. Thank you.
Senator HANSEN. Thank you very much, Mr. Chairman.
Mr. Secretary, let me compliment you on your very lucid and forth-

right statement.

ENTHUSIASM OF SECRETARY ABOUT WORK PROVISIONS IN H.R. 1

I would like to ask, first of all, I gather from listening to your state-
ment that you are enthusiastic about the provisions in HRk 1, is that
right?

Secretary HODGSON. Particularly the work provisions which are in
my ballpark.

Senator HANSEN. I assume that you think they are sound and that
they will work?
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Secretary HODGSON. I think that they have got a real chance, of
meeting the objective of H.R. 1: To break a cycle of poverty and
dependency that has existed for a couple of generations, that is getting
worse with each passing year, ,and that has really no perceptible chance
of changing unless something new, a new feature is inserted into this
cycle. This new feature is moving people from welfare into jobs,
doing it by a, system of incentives, erecting a series of conditions,
and making special provision for work and training for the people
affected.

This, it reems to me, is the kind of fundamental change that is
worth our attention and worth working on, and getting into a form
that will give it the best possible chance of sticceeding.

It seems to me that there are really three questions in this whole
area.

Thie first is whether workfare is at goodl policy. I think that, to a
great degree, most people have answered for themselves, yes, it is.
This, then, brings up succeeding questions.

Does the proposal, in the form it is in, make it practical? Does it
have incentives? Does it have penalties? Does it establish conditions
that solve foreseen problems? Each of those things is addressed in
the proposal that this committee has before it.

Then, finally, do the mechanics and capabilities exist to make it
work? Obviously they do not exist full-blown overnight, but what
does exist? Three things exist, it seems to me in the Labor Depart,-
ment where this responsibility is lodged. First is the responsibility it-
self. That is fixed, it is a set place,. and responsibility, as we know, is
the initial, fundamental thing that is required to get the job done.

The second thing is capability. The capability that does exist to do
this is in the manpower expertise of the Nation. A great deal of that,
perhaps most of it, is lodged in the Labor Department of the Federal
Government..

We are going to be building on this capability. -It is not adequate
yet to do the full job, but it provides a good solid base, and we have
developed some concepts and some experience that will enable us to
go forward with some confidence, in fact, with considerable confidence
in doing the job.

Finally, I think attitude is another most important thing. By put-
ting this work program into the Labor Department and giving it
the responsibility, you put it into a Department that is, and has been,
always concerned with the world of work. If there is any place that
has an attitude that believes that work is an important fundamental
part of American life, that it should be made meaningful, it should
be rewarded that people benefit from it, it is the Labor Department.

So, I thlink, tha all of these things lead us to a conclusion, Senator,
that we have got the right program, the right idea. We have put it in
the right place, and the form that we have placed it in gives us a
mighty good chance of making it work.

PENALTY FOR REFUSING TO PARTICIPATE

,Senator' HANSTEN. Mr. Secretv..cy, the information I have indicates
that between May 1970 and Ari- 1971, there were 32,052 cases that
dropped out of the WIN prograin without good cause. I suspect your
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Department referred these to IIEAV. I kniow we had some figtiyes last
year. I have forgotten whether it was 6,000 or 7,000 cases that were
r'eferried by the Labor )epartm cut to HE1W t-econ menacing tlihat their
benefits be terminated and, as I recall, only 200 of those were
teiininaled.

Thie information I have discloses that for 1970 about 420 cases total
wer ti'(it off under this WIN program.

TESTING NiEw PROGRAM BEFORE NATIONWIDE APPLICATION

Now, last 'year there were a nmiber of us onl this committee who
offered to fund anly kind of program that this administration wanted
to come up within. but we said let uts test it ouit and see if you aire right
about how well you think it will work.

What I would like to ask you is, why were you and the others in
the administration so adamlantly opposed to demonstratingg something
that seems to have such griat merit that you feel it, should be enacted
at, the moment?

Secretary IlToDGSON. I am not so sure we were adamantly opposed.
Senator HANSEN. Is there anything in the testimony to indicate

that you gave any support to that concept of trying it out as Seniator
Ribicoff and others have suggested?

PENALTY FOR REFUSAL To PARTICIPATE

Secretary IHODGSON. Well, I think what we wanted to do was to get
the new legislation enacted wvithI the strong penalty provision inl it,
which. in itself, creates the corrective features. That is the reason I
stressed so strongly in my testimony the availability of a penalty for
not only dropping out but for refusing training or placement in 'a job
if such a. placement opportunity existed.

Seniator hASE. et me interrupt if I may there just, for a mlo-
mient. I have some figures that show the percentages of the persons
leaving W1IN who are in jobs which are strikingly low. Indiana, 6
percent; Nebraska, 10.7; Nevada, 10.2; New York, 15.5; South Caro-
lina, 6.2; and Texas, 6.2.

New York andl California together have a, third of the persons who
have left within those percentages, 15.5 and 18.4, respectively, who
have terminated from WIN andl are in jobs. In other States, these
per-cenitages are fairly high, 31 percent in my State of Wyoming, 30
percent inl Wisconsin; 31.2 in Iowa ; 32.6 in Louisiana ; and 41.6 in
W1ashington, D.C.

My question is this: Isn't it possible under the penalty that is now
included in H.R. 1 in areas of seasonal employment, such or those in
the northern climates, isn't it possible for a p~ersoni to be offered a job
and to refuse to take that job, and if it is accepted by someone else hie
can be back 2 weeks later and say, "I am ready to take the job now"
and would lie not be penalized, not the amount that you indicate, but
a much smaller percentage, fraction of that?

SecretaryHIoDGsoN. Well, the operation of the penalty provisions
is one that is going to test our capability of making this program
work.
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We do have, as you know, another system in this country and one
that has operated in accordance with the standards of the Labor De-
partment, where we do have penalties for not taking work. That is
the Unemployment Insurance System.

OiErRATIoN OF PENALTY P~lovisioNs UNDErR UNEM1PLOYMEE NT
INSURANCE PROGRAIN

Now, the standard that H.R. 1 sets is somewhat different and some-
what tighter than that in the Unemployment Insurance System, but
we have learned to make that one work, and I think by and large,
everybody thinks it works pretty well.

Senator HANSEN. How long has it been working?.
Secretary HODGSON. It has been working now since 1937, I believe.
Senator HANSEN. Let Me tell you how well it works in Wyoming,

because I h-appened to be Governor of Wyoming between the years oft
1963 and 1967. We had four counties that were in critical need of
seasonal employees. I had calls from the county agents and from
chambers of commerce in four of those counties in western Wyoming.
We had a very high number of people drawing unemployment com-
pensation. We looked through those rolls and we contacted each of
the persons drawing unemployment compensation and we could not
get one person who was willing to take a job during that spring period
of time. We went to Idaho Falls, Idaho, and finally got the first per-
sons out of Salt Lake City who were willing to come up and take a
seasonal job.

Now, in my -judgment, that is not working very well, and if that
is the best we can do, I say there is room for improvement. Would you
agree?

Secretary H-ODGSON. Well, not necessarily. I would want to know a
little bit about the kind of jobs that the people had held.

Senator HANXSEN. Those are the, demeaning jobs. I have done a lot
of them. It is digging ditches and hauling manure and milking cows,
and things, like that.

Secretary HODOsoN. But, on the other hand, let me give you another
experience. I worked for a major American corp~oration for about 27
years and in the last 20 years I kept track very carefully of the number
of the people who left their Jobs, not for good cause, and who applied
for unemployment compensation and there were only 3 percent of the
cases where we thought they should be denied compensation, and it
was ruled that they should get. compensation.

Now, that is admittedly a contrasting experience, but it does show
that there is a device and set of standards that work.

As for seasonal work that may differ vastly from the jobs that a
person previously held, I do not think that I "could say offhand that
I thought the k-ind of circumstances that youi mentioned would auto-
matica illy be bad. I would have to examine them to see what the comn-
parison was between the seasonal work and the previous work.

ComprITION WITH FOREIGN INDUSTRY

Senator HANSEN. Mr. Secretary, one of the things that concerns,, mn,
and this committee before which you now appear, and which has held

BEST COPY AVAILABLE



141

hearings over the past several months, we have had the executive offi-
cers, chief executive officers, of a number of corporations appear before
the committee, and they testified about their failingefrstbecm
petitive in this country with foreign production efforts and techniques.

We have had a number of corporations-I won't name them but
they are in the record, and if you would like me to I certainly can-

Secretary HODGSON. They have been to see us, too, Senator.
Senator HANSEN.. Big corporations, and they have been leaving this

country of ou gron abroad, taking advantage of far cheaper wage
scales, and they have been able to manufacture in foreign countries
products which were produced here by them. They are able to ship
them back here and to sell them for less than they can by making
them here.

REFUSAL To ACCEPT WORK

Now, something seems to me to be wrong when this Government
includes in its work provisions the discretionary authority which en-
ables that person to say, "This job, in my judgment is demeaning.
1 don't happen to think I am suited for it, so I sug est"-this is
what the welfare recipient is saying-"you keep me on tfe relief rolls
because I just don't hap pen to like it."

Now, it won't be too long if we continue this policy, I suggest, until
there are going to be more people on relief rolls than there are paying
taxes, and when that time comes, whether you and I like it or not,
there are going to be some changes made simply because somebody
at some time has got to go to work. Do you agree with that?

Secretary HODGSON. I certainly agree. That is one of the major
r easons, we need this kind of welfare reform. We need to see to it that
we do not let the present system continue to a point where that may
be the case.

PREvENTING SUBSTANTIAL EXPANSION OF THlE WEiLFARE ROLLS

As somebody pointed out earlier, the welfare rolls double, triple, and
quadruple. This program, it seems to us, gives us a chance to change
that.

ACCEPTING WORK TihAT IS AVAILABLE

Senator HANSEN. Now, in your judgment, does it make sense to
you if there are things that need to be done, if they are legal, and it
cannot be contended that it is harmful to the worker in performing
that sort of task, if the pay is pay that meets the standards that are
imposed by the Government and by the State, is there anything wrong
with a person taking such a job no matter what his background may
be, if he is out of work, and if there are jobs that need to be performed.
Do you think that it would hurt a lawyer or anyone else to do some-
thing that may not be precisely what he was trained for, so long as
he is physically able to do it, and, it cannot be contended that it is
going to hurt him in any way, is there anything wrong in taking a job
and performing his task well until a a better one comes along?

Secretary HODGSON. As I said at the outset, Senator, I am not one
of those who thinks there is anything wrong with so-called menial
work. 1, in my early days, did enough of it myself to know that it
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does not have the adverse and demeaning connotations that some
people put onl it just by attaching that term to it.

One man's menial work is another man's meaningful income, but
I would say that you have got to put two things into the equation. One
is how far you are going to force people to do things, and the other is
how reasonable is it that they should take work that is available. One
of the purposes of this legislation is to try to make a meaningful and
reasonable demarcation between the two.

Senator HANSEN. I will just finish with this one statement, Mr.
Chairman, and then I have probably taken more time than I should.
You do not exactly go along with the impression that I gain from
your statement that we are forcing people to do things.

It seems to me, on the one hand, we are taxing all of the wage earn-
ing and salary receiving people in this country to support a program
that is intended to help people who need help, and with that I agree
wholeheartedly and completely. I have no arguments with it at all.

But when we talk about those who need help, onl the one hianid tand
about those on the other, who hiave a c1)ance to go to work and are
perfectly able, physically qualified, inl every respect to go to work.
when we talk about asking thiem, "Are you willing to take a Job or
receive no further welfare paymients," I (1o not believe that is neces-
sarily forcing somebody to do'something. I think hie hias an option and
it seems to me it would not be unreasonable if this (Thverninit were
to say to that type of individual, "We are not forcing you to take a
job. Wle are just saying we are not going( to take these harid-earned tax-
dollars from a lot of guys who are working harder than you probably
ever will work to continue to have, you live inl a fashion thiat you seemi
to prefer, and to avoid the responsibility of doing a job that you thiink
is deineaniinp.'

Secretary IHODGSON. I clearly agree with that, phrased that way,
because what we have attempted to do inl H.R. 1 is to set some real
tight standards and to provide that only inl cases of real demonstrated
hiardship-a woman who does not have child care, a mnan who has to
drive 100 miles to and from a job every day-will a person be able
to refuse a job or tr~ainiing? But it hias to be something of thlat
magnitude.

Senator ITANMSE;N. Thank you.

Senator BiExxi"r'T. Will the Seniatom' yield to me for a question, at,
clarifying question ? We use the phrase, "suitable employment."

Secretary Hom)GsoN. We do not use, it in this bill any more. rfliat is
the provision we did away with.

Senator BE NNE'T. Okay, what phrase (d0 we use?
Secr-etaryV IHODGSON. Well-
Senator BENNEI". It does not matter. I will ask miy questions onl the

theory that we still use it. The questions is -

The CHAIRMNAN. It has a counterpart but it is to the same effect.
Senator BE~NiN'r'm'. Mly question is, does the welfare recipienit have

the sole- dete rmi nat ion of what hie considers suitable or (loes thle
Department have. anl input?

Secretary HODGSON. I think that is the most significant questions inl
this whole thing, he does not. The Department canl cut him off' eveni

thoug he hink it is inappropriate.
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Senlator BE~N NETT'. SO thle Iepart Inellt
Secretary H~ODGSON. Hie (toes have a chance to have a hearing, and

that is appropriate. There are pr'ovisbons for hearings and Suitable
due process aspects in this situation. But there is 110 question but that
we not only have the authority but the responsibility to terminate the
individual's b)eneftlts where there is refusal without good cause.

Senator BENNETT. I would like to suggest that you consider that he
be required to work for a limited period of time on the job before you
give him a hearing. Hle might find out that something he does not like
is really a lot more fun than hie thought of in the first place. [Laugh-
ter].

That is all, Mr. Chairman.

FAI LURE op PAsTr Pizo~uzG1iA .NI) PI)RABIL TY ot, TEs'rim N N w
PRO( GRAI S

Senator HANSEN. I was going to say, Mr. Chairman, on the basis of
the track record where you have had 32,052 people who dropped out
of a program without good cause, and only 420 of those have been ter-
minated, on a track record that shows failure to take what I consider
to be the proper action in 79 out of approximately 80 cases. I would be
far more strongly persuaded as to the merits of tIS bill if this admin-
istration would be willing to try it out. You pick out the areas, pick
out a big industrial State and a little farming State, if you want to,
but I would sure like to see it tried out because I could not have agreed
more than I did with the distinguished Senator f rom Connecticut when
he said had he known then what he now knows, when he was Secre-
tarv of T-TEW, had hie understood what the cost of medicare and medi-
caid1 would be, hie never would iave~ recommended their adloptioii with-
out first having tried them out.

It seem-s as though we are embarking on a ne-w course of action, we
are walking down a new trail, we are starting out talking in terms of
$2,400, and everyone agrees that there will be efforts made to make it
higher and I think that we are going from the idea of welfare being
something that a Nation and a people with big hearts want to do for
those less fortunate, in a direction and down a, road that indicates not
a willingness on the part of others to share what we have with those
less fortunate but the assertion of the right of people to welfare and
to increa sing amounts of support from all the taxpayers, and this seems
to me to be a very, very important new direction from the one we ha-7e
been pursuing.

I would feel far more strongly persuaded if you could demonstrate
in two of the places where you want to try it out how it is going to
work.

Thank you, Mr. Chairman.
The CHAIRMAN. Senator Fannin?
Senator FANNIN. Thank you, Mr. Chairman.

EXCrUSION OF CERTAIN T-N-i)USTRIRES U-.\DER TRY', WORK INcENTIvEr
PROGRAM

Mr. Secretary, 1, too, commend you for an excellent statement, and
I wish that we could carry through what you have outlined. I refer
to page 13 where you say:
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The fourth major point is that experience under the WIN program has ex-
posedi the problems that need to be dealt with. In replacing "WIN" with "Work-
fare," H1.11. 1 has been designed with the objective of avoiding the pitfalls
revealed by the current WIN program.

Now, I made some contacts in my home State at various times
in the past year, calling on these places where they are training people
under WIN and other programs, and I have been very concerned
about some of the experiences I have had in that regard.

What industries are excluded from WIN programs?
Mr. LOVELL. No industries are excluded. I think there are certain

jobs-well, I would say there are no industries included.
Senator FANNIN. Well, I was absolutely flabbergasted when I went

into a training facility near Peoria, Ariz., and they told me that the
union had stopped them from training the workers for machine oper-
ating. Then I investigated further and found out the Secretary of
Labor or the Labor Department had said Under the WIN program
training of sewing machine operators is prohibited; is that true?

Mr. LOVELL. No, sir; the WIN program does not prohibit it. It is
true we have not trained sewing machine operators in any of our
manpower programs and we have not trained sewing machine oper-
ators in this program. It has been an administrative provision, not a
question of the law.

Senator FANNIN. Why would you pick out that one industry?
Mr. LovFuL. The origin of the policy came out of the runaway

shop, where the companies took industries to other areas. We felt the
Federal Government should not pay for the training of people in
those other areas.

I think it is justified today on the basis that in many instances the
trained people are available for these industries, that the skills are
not so complex that they cannot learn quickly and, therefore, Federal
funds should not be used to train them.

Senator FANNIN. There were jobs available, and these people were
not trained in this particular instance I investigated in this one area.
There were jobs available for trained workers, sewing machine oper-
ators, but they were not allowed to train them, and I called on these
plants to determine just what existed in that regard and I found that
they did not want to place people on the payroll, but they needed this
training. I just cannot understand why you permit this to exist.

Mr. LOVELL. Well, I think clearly in an area where there are not
people qualified to do work, it would make a difference. If there w-ere
not a lot of trained people, such training could legally be done.

Senator FANNiN. I was told it could not be.
Let me put it this way: Is it better to have that particular concern,

you say the runaway, from the unions, from an area, going f rom New
York, is- it better to have them go from New York to Arizona or is it
better for them to go f rom New York to Taiwan or Korea or some
place like that?

Mr. LoVELL. Senator, I am not arguing the point with you. I am
saying where it can be demonstrated that training is needed, that there
are no qualified people with that skill, then I suppose that training
should be done. We rarely run into that situation.

Secretary HODGSON. I want to make it clear, what Mr. Lovell refer-
red to as the genesis of this idea occurred many yer- gadi is
not the basic concept that necessarily prevails toay.



145

The concept today is basically that textiles is an industry of de-
clining employment and we have not seen fit to invest a great deal
of money into an industry that has a declining need for skills.

Senator FANNIN. Well, declining because of their going overseas.
I question why can we not train these people to do this work. They
are unemployed now and just let me elaborate on it a minute.

I asked them, "What are you trained to do?", and theyv said, "Well
we are trained in the construction industry," and I said 'Can you get

osin the construction industry ?", he said "No," but he said they are
building their own homes, and I said "Well, what do they do then
a after they get a home?"

Now these happen to be workers who were in travel status and
transients, and all, but were settling down. They had jobs available if
they could learn to do machine work. But when we went over to look
at the construction work they were doing, I noticed they were very
neatly handling the brick work, country block work, and I said, "You
really have done a good job in training these people."

He said:
No, we are not allowed to do that. They will not do that. We have to bring

in'people to do that block work. We are not allowed to train them to do that.
How can you justify that?
Secretary HlODOsoN. Senator, I found from experience that we never

have answers,, for Congressmen and Senators who bring to us questions
about what happened in a particular locality on a particular project.
I have no explanation for it. We have to examine each case individ-
ually.,

Senator FANNIN. Fine, Mr. Secretary. This is not an isolated case.
I have testimony here that is not old, it is April 1970, and this spe-

cifically sets out the ruling that your iDepartment has made, and I will
furnish you the information and hope we can get the policy changed
because I am very concerned about it.

Secretary H-OD~soN. Glad to take a look at it.
Senator FANNIN. Fine, thank you, Mr. Secretary.

INCREASING TlE NuMBER oF, WELFARE, REiCIPIENTS IN "HOLDING"
STATUS

On another statement you made on page .5, you referred, and it has
been discussed before, about having strengthened the provisions of the
bill that provides job opportunities. It is appropriate we strengthen
the requirement to insure OFP participants avail themselves of the
opportunities provided.

Then you talk about the penalty, but with the increased number of
people placed in holding status, what is to prevent their being placed
in this category and not be available; they can remain on welfare and
not have the penalty. I have the figures of the WIN program as to how
many are in that category.

Secretary HoDosoN. If they are in holding status, are offered a job
and ref use that job then they are out and they lose $800; that is the
penalty.

Senator FANNIN. As I understand it, unless you tighten the provi-
sions and make a difference from what it is in the WIN program, then,
according to the chart I have, the number in jobs have not increased
greatly.
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Secretary HODGSON. You are right; that is what H-.R. 1 does. It does
tighten the requirements. It does see to it that there is a penalty.Senator FANNIN. Well. if the are intataeoywiting for
training or placement, are they, eligible to draw the full amount?

Secretary HODasoN. If they have not been offered a job and turned
it, down; yes, they are eligible.

Senator ]FANNIN. Well, that is the question. They can just stay in
that category then.

Secretary HJODGSON. Well, the penalty is for refusing to work.
Senator FANNIN. Well, if you hold to that, the refusing to work., just

as Senator Hansen has stated, refusing to work, you still say if you
cannot offer them a job, then you are. not refusing to work?

Secretary HODGSO.N. That, is right.
Senator FANNIN. So, as Senator Bennett brought out, if there is a

job one would not want, can they, turn it down?
Secretary HlODGON. They have no choice in that matter unless there

is a hardship problem invoved.
Senator FANNIN. In other words, whatever work is available they

must take?
Secretary HODGSON. Well, it has to pay at least $1.20 an hour, as you

know.
Senator FANNIN. Minimum wage and requirements that they are

physically able to do the work?
Secretary HODGSON. Unless there is a real hardship involved, as I

cited, too long transportation, no child care available, they have to
take it, yes.

Senator FANNIN. If you hold to that, I would say you would ac-
complish a great deal

Secretary HODGSON. I suppose we would have to say that in terms of
penalties that is a key change in this bill.

Senator FANNIN. Well, I cannot blame you for what the Congress
has provided you as far as the requirements, I agree on that, and I
know no individual shall be required to accept employment, and we
certainly have a, list here that gives you great latitude, far too much
l atitude, but that is not your fault, that is our fault.

ADVAN-TAGES OF ON-THE-JOB TIz AINING OVER INSTLTrMIONAL TRAINING

Now, do you not find that it is more efficient and less costly to pro-
v7ide on-the-job training rather than institutional manpower training?

Secretary HODGSON. Normally I would say that is the case. It would
depend somewhat on the type of job and the conditions of the on-the-
jol) training, but on-the-job training is an excellent method of train-
ing. It is one of the reasons that we pushed the. Na,,tional0 Alliance of
Busiessmnen's "JOBS" program as much as we did.

Senator FANNIN. Would the needle worker qualify for on-the-job
training?

Secr 'etary HODGSON. Would they? Yes.
Sen ator FANNIN. I know in one case we thought they did not have

the facilities available to just have on-the-job training. They have a
regular production line, but if they did have facilities they would be
eligible ?
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Secretar y IIODGs ox. We have an exceedingly wide range of types of
on-the-job training programs.

Senators FANNIN. Senator Hansen talked about the problem-what
I would like to have for the record is, under your rules and regula-
tions, a needle worker is-

Secretary HODGSON. Not precluded.
Senator FANNIN. From having on-the-job training?
Secretary HODGSON. For consideration in on-the-job training.
Senator FANNIN. On-the-job training compensation. Fine, I just

wanted that for the record.

REDTAPE UNDER JOBS PROGRAM

We have complaints, especially from small businesses, that the red-
tape in the JOBS programn precludes them from really participating
in inany instances. Is tEre anything that can be done about that?

Secretary HODGSON. Well, 1 think a great deal has been done about
that and that was probably more true at one time than it is today.
There still remains a point at which the amount of administrative
activity in connection with, say, a contract to train one or two men is
counterproductive in the expenditure of money for the program, but
we have the NAB program nationwide in scope. Fnrthermiore, the
cellent way to provide trainees with OJT opportunities with small
fede i-aIl 'v fundled, State-operated -JOBS optional program is anl ex-
employers.

,Senator FANNIN. One of the problems in this program is, the cost
of living is increasing so rapidly. I notice that the increases now are
averag~ing about 10 percent a year.

Secretaryl0 1JDGS ON. Many of the major contracts that have been
negotiated recently have been in the 9 to 10 percent range. The
average, hourly earnings of American workers increased about 7 per-
cent, in the past year.

Fvii~\L m:rosmnm,~vFOR INFLA''ION-ARny TiuN-DS TN PRIVATE
I D USTRY

Senator FANNIN. I feel the Government is probably more responsi-
ble for these inflationary trends than even private industry, espe-
cially when we see what the Government is doing onl their own con-
struction jobs, and I give you just as an illustration, in the Tucson,
Ariz., area, I had a report yesterday that an experienced toolmaker gets
$3.90 an hour, at places like 1-ughbes Aircraft, but. still that experi-
enced toolmaker's son can get a summer job, one of these nonskilled
construction labor jobq, like a flagman or something like that, and he
is paid $5.23 an hour. I can-not see how we are ever going to correct the
problems we have.

Here is a skilled person, an experienced toolmaker, making $3.90
and then a flagman making $5.23, is there not some way that we can
bring that into line, at least where the Government is involved?

Secretary HToDGSON. Well, you know what the Government has done
in this area. It is the only area in which we have involved ourselves
and inserted a Government presence. The President's new Wage Sta-
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bilization Committee for the construction industry has reduced the
average wage increases this year in that industry from 16 percent last
year to 9 percent this year, and has cut the number of strikes in the
industry by half. It is quite a success story, and there is no question
that it is one that needed looking into.

The action was taken, and it has been taken in connection with the
parties themselves so a~s not to get, into collective bargaining any more
than necessary.

Senator FANNIN. I was very encouraged when the President re-
scinded the Davis-Bacon Act for a short time.

Did you not have a goal of 6 percent?
Secretary HODGSON. No, no, we did not.
Senator FANNIN. Why is all the publicity given to that 6 percent?
Secretary HODGSON. Well, you ask the newspapers about this. We

held a series of conferences to point out there were two provisions.
I really do not know why we are talking about this subject here, but
it interests me.

Senator FANNIN. This is very important to this subject, because if
we are going to have continued inflationary trends, then this legisla-
tion is certainly not going to be satisfactory in its present form.

Secretary HODGSON. I do think the question deserves an answer.
There are two provisions in the President's Executive order. One is

the target of the median increases that occurred in the 1960-68 period,
which averaged about 6 percent, plus consideration of equity adjust-
ments to relate to the patterns for the same craft in different locations
and for different crafts in the same location, so that there were two
different criteria-and for some reason or other the press picked up just
one and amplified it. I held a series of press conferences about it-the
Stabilization Committee Chairman, John Dunlop, did the same thing.

I think we have it clarified now pretty much generally in the public
press, but there was that period of time when somebody thought that
6 percent was some sort of a magic figure in the Executive order.

Senator FANNIN. Well, I thank you very much, Mr. Secretary, but
I do feel that one of the most important factors involved in this over-
all program is being able to furnish jobs to these people, have them
available for them. If we are not going to have them available-

Secretary HODGSON. I sure agree with you.
Senator FAINNIN. We must curtail these rapid increases in wages.
Secretary HODGSON. The biggest single thing that will make this pro-

gram the success we feel it can be will be the availability of jobs in the

private sector, because any way you look at it, four out of five jobs in
thi country are still in the private sector.

Senator FANNIN. I agree, and that is the only way it will succeed.
I thank you very much, Mr. Secretary.
The CHAIRMA~N. Senator Ribicoff ?

LACK OF TRAINING AND JOBS FOR MOST OFF REGISTRANTS

Senator RiUBICOFF. Mr. Secretary, H.R. 1 requires 2.6 million people
to register under the OFF program. Yet H.R. 1 only provides 200,000
public service jobs and 412,000 training slots.
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That means that out of 2.6 million registrants, 2 million will have
neither training nor public jobs, and with five million unemployed, we
certainly cannot expect the private sector to solve this problem.

Now if this register-to-work program is our way of insuring that
welfare recipients work, it misses 77 percent of the people, at the
expense of their time and hopes.

It seems to me, Mr. Secretary, that we are either signing lip too many
people, or providing too few jobs.

Now what is your comment on this?
Secretary HODGSON. First of all, the number you give refers to those

who are registered and that includes a lot who are working part time
and are working poor.

Senator RIBicoFF. That is right.
Secretary HODGSON. The number does not mean that all those are

available for or without work.
Now, in.H.R. 1 we do have, of course, the provision for 200,000 public

employment jobs. We have provision for up to 400,000 training oppor-
tunities that will move people through training into private jobs. We

]s~o have the probability, over a period of a year of direct placements
through the employment service and elsewhTere, of several hundred
thousand.

So we cannot say that we canm guarantee everybody will be taken care
of at the outset, not by far, but we can build toward a kind of arrange-
ment, where everybody has hope and has a basis for feeling that the y
are going to get help. FPinally, it seems to us, that we have gone, within
the cost constraints that we gave in the building phase of thie program,
about as far as we should.

Senator Rniicorr. Frankly, you have done so poorly in the past-
past administrations as well as this one-and it has been so disillu-
sioning, I do not know how you can say you are building hope when
77 percent of the people who are required to register, either part-time
employees or on welfare, will not have either a job or training.

Let's get to something else.

PRIORITY FOR TEENAGE MTOTIHERS, AND PREGNANT WOMEN
UNDERt AGE 19

Given the large number of applicants for a limited number of jobs
and training slots, priorities for placement must be established, but
I question the priorities you have written into H.IR. 1.

Seems illogical to give priority to teenage mothers and pregnant
women under age 19 as is done in H1.R. 1 when:

(1) these mothers would be exempt from registration as soon as the
child is born, and

(2) there are other eligible groups which could be trained and em-
ployed more readily

Now, last yearly Seator Bennett and myself, with administration
backing, set up this set of priorities:

()unemployed fathers and volunteer mothers,
(2) youths aged 16 and over who are not regularly attending school

and are not employed full time.
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()full-time working poor,
()part-time employees,
1)others.f twas good enough for Senator Bennett and myself, with ad-

miistration support, last year why is it not good this year?
Secr-etary J-IODGSON. I Would like to ask Assistant Secretary Rosow

to respond to that, Senator.
Mr. -Rosow. Senator Ribicoff, we exam-ined those priorities with a

view toward trying to work with them. We are not opposing them at
this time because we do not want to achieve the objective, but rather,
because we feel they will impede the objective.

We feel the Secretary of Labor should have the authority under
the bill to refer people to employment or training in relationship to
their ability to succeed.

For example, if we started with unemployed fathers as a preferred
ca te gory, or the youth as a second category, we might have in a partic-
ular jurisdiction at large number of women and a large number of
feinale job vacancies. If we had to go through that priority procedure
and be blocked from reaching those other people, we would really
impede what you want us to achieve.

I think what we are really saying is that the Secretary would issue
regulations to establish priority, but allow the local employment
office sufficient flexibility to fit into what labor market needs are there.

Senator RTBICOFF,. I know, but how successful can a 19-year-old
pregnant girl be?

[Laughter.]
Mr. iRosow. In that case, the House committee specifically put this

provision in the bill. In many cases girls aire high school dropouts and
the feeling is that they should be sent back to school either while they
are pregnant, or receiving schooling at home or after they have com-
pleted the pregnancy.

S cretafry l-IoDGSON. Could I add just a comment, Senator?
Senator RIBTCOFF,. Sure.
Secretary H~ODGSON. One of the problems with people who look at

priorities and programs like this one is that they look at the supply
side of an equation rather than the supply-and-demnand sides and they
think in terms of who on the supply side is deserving of attention, but
they do not relate that to the demand side of the equation-where are
the best available opportunities: For whom (10 the opportunities exist?

We think that the only real way to do a meaningful and effective
job with OFP is to look at both sides. These sides vary widely by
communities, by labor markets around the country, and for that rea-
son it is suggested that these priorities, to the extent that we can do so,
be flexible and that the Secretary of Labor have this kind of priority
setting capability and regulation-setting capability on a flexible basis.

FODEm REPORT o N IE :%PL~oyMNT.' Sul,-,R7c(E

Senator RIBI3CoFF. Now, Mr. Secretary, under the terms of recent
Labor Department policy memoranda which have come to my atten-
tion, the U.S. Employment Service, of course, is going to play a, key
role in coordinating all manpower programs.
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The Employment Service has been criticized widely for its inflexibil-
ity, racial discrimination and] incompatibility with. the needs of the
p~oor. A Labor Department study analyzing the Employment Service
on a State-by-State basis was also prepared~ in the spring of 1971 but
never released.

Will the Department now make available to the committee and to
the public this so-called Foder report prepared by Robert Foder?

Secretary HoDGSsN. First, Senator, I would like to comment on one
aspect~ of your question, and that is the level of capability of the E i-
J)oInymlft, Service. The E mploymnent Service has been highly criti-
cized for many different things over the year. Different offices in
different States have been criticized for different things, and there is
nio question but what in many matters the Employment Service can
improve its capability, and should improve its capability.

1 went to the annual meeting of the State Employment Security
Administration ini St. Paul this summer with the sole objective of
stimulating, if you will, inspiring them to step up to the kind of new
era we are in in manpower programs, of the need for getting broader
dimensions to their thinking activities, of new efficiencies beyond which
they have ever gone before. Improvement is needed, but improvement
is possible also, and I would like to have Assistant Secretary Lovell
respond more specifically to your question.

Senator RimcoFF. But I still want to kfiiomv froinyou, Mr.% Secretary,
are you willing to give time committee or make' public the Foder
report ?

Mr. LOVELL. Could I comment on that? I have not seen that, Senator.
It was a presentation, not a report. It was not a, State-by-State rev-iew,
but an. accumulation of some inforn-ation that wNas gathered by Mfr.
Rosow's office. It was given in a presentation one time, a number of
months ago, ais we frequently have internal reports analyzing various
aspects of our operation, but it is not a form-al study.

As I say, I have not even seen the darned thing yet.
Secretary HoiD(soN. If that is the "report" you are talking about,

Foder is the name of the mnan in the Department who made a quick
runthrough before I went out to St. Paul and told me what deficiencies
and what things the Employment, Service ought to work on.

Senator Rimcomij;r. Let's take another one. Th~is is not the Pentagon
p~apers that are so highly classified.

Mr. Loviu.i.. It is not classified, we do not have such a thing.
Senator RiBicoF.F. Let's take another one.

REPORT O.N EQUALITY OF OPPORTUNITrY IN MAkNPOWER PRoGuRx-rS

Why, for example, has the Department of Labor refused to make
public a report completed in 1969 entitled "Equality of Opportunity
in Manpower Programs-Report of Activity I11nder Title VI of the
Civil Rights Act"?

Such reports should be made annually, yet the last Une appeared
as long ago as September of 1968. What rationale have you to keep
reports like this secret when you are supposed to make then pulblic?

Mr. LOVELL. Well, it is entitled-
Secretary 1-ODOsoN. Has anybody ever asked us about it?
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Senator RIBICOFF,. Yes, it is Equality of Opportunity in Manpower
Programs-Report of Activity Under Title VI of the Civil Rights
Act. The Department of Labor completed this in 1969.

Mr. LOVELL. 'Well, Senator, let us go back and look for it. We have
gone out of our -way, I think, to make evaluations public. The Secre-
tary issued directions about a year ago that all outside evaluation re-
ports be made public within 45 dayS.

The CHAIRMAN. Might I just make one suggestion, just sitting here
trying to think, what might the answer to that question be?

Apparently you do not know it, but it occurs to me that the answer
might be that the man who wrote that paper might not have made
his desires to publicize it to you as apparent as it is to Senator Ribicoft'.

Mr. LOVELL. That is perhaps true, Senator.

AVAILABILITY OF REPORTS CRITICAL OF LABOR DEPARTMENT
PERFORMANCE

Senator RIBICoFF. You see what we have here, you aire asking us
to act on important matters involving the enlargement of your juris-
dliction, and if your jurisdiction and your responsibilities are going to
be enlarged, we ought to have facts upon whichi we are being asled
to act.

Now there is no question in my mind that throughout this Govern-
ment and in every department tucked away are documents that de-
partments are unhappy about, and belong to Congress and the public,
that you do not surface, and I am asking for these.

Let me give you another one.
Mr. LOVELL. May I make one comment, Senator?
Senator RIBICOFF. All right, go ahead.
Mr. LOVELL. There are, and I can give them to you, a number of

documents that are public, that are about as critical as anything you
will ever find.

Senator RIBICOFF. But I am asking for these.
Mr. LOVELL. The Urban Coalition report, for example. We are

prepared to make available to this committee absolutely anything
in our file.

Senator RIBICOFF. All right.
Mr. LOVELL,. We have no problem with that. We hope you will read

some of the good things, too, but we will just give you the bad if
you want. We have no secrets. We do have some problem in terms of
this; if I write a memorandum to the Secretary sayi*ng that I am
concerned about some part of my operation, I do not think that any-
body that hears about it should be able to request it, but to a dis-
tinguished committee of this character, I would have no problem
releasing any of these documents. We are not trying to keep it secret.
We have so many skeletons out in the street that to keep any in the
closet would be ridiculous.

[Laughter.]

STAFF BRIEFINGS PAPERS ON WORK INCENTIVE PROGRAM

Senator RIBIomT How about supplying to the committee the staff
briefing papers on WIN, which is a strong indictment in your own
Department about the WIN program?
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Mr. LOVELLi. Well, I will have to see which one of those documents
you are speaking of.

May I also give you some of the staff documents which comple-
ment it? We will give you all we have.

Senator Rirncorr. We would like to see them because you are asking
us, you are asking us to act-

Mr. LOVELL. Y OU would not want us not to view all of our programs
without the most acute scrutiny. You would not want us because we
were concerned about release to committees and to the public, you
would not want us to have all our internal documents loaded with
sugar-coated remarks about them.

We try to take as hard a look at our programs as anyone could. We
are critical and we try to correct the mistakes we have made so we
have no compunction about givin you any of this. We think you
should also take a look at the results, and we would be very glad to
sit down with you and your staff people for as long as you want with
our staff people, go over the evaluation studies and, in a systematic
way, go over the data and give you the reports. We would be de-
lighted to do that.

Senator RimioF. No, but if you have reports that indicate that a
certain program and certain policy cannot work and will not work, I
think it is wrong to expect our committee to perpetuate programs that
you yourself say cannot work. That is the problem as I see it.

Mr. LOVELL. Senator, I assure you we do not have any reports about
the WIN program that say this program cannot work. We have
plenty of reports, including the Secretary's testimony here today, that
say H.R. 1 is vastly superior to WIN.

Senator Ricoru'. Let me quote from these papers. I quote:
We have learned, for example, that the percent of AFDC recipients which Is

"employable" is lower than we generally believed; that In the present economy,
job prospects for unskilled persons with limited work experience are poor, and
finally, that many of the poor, Including welfare recipients, are already working
at full-time or part-time jobs, but cannot earn enough to escape poverty.

This is important.
Mr. LOVELL. There is testimony to that effect.
Senator RIBICOF F. We ought to be able to have that.
Mr. LOVELL. We have public testimony on that.
Senator RmicoFF. Let's go to another point.
Mr. LOVELL. Perhaps some of those documents you have, I have not

seen; perhaps I should request your permission to turn them over
to us.

Senator RTBrcoFF. I will ask my staff to give them to you.
Mr. LoVELL. Unless you feel they are confidential. [Laughter.]
Senator Rreiconi. It is not confidential as far as I am concerned.

REQTJTRiNo PERSONS To ACCEPTKEMPLOYmENT AT LESS TH-AN
THE MINItMM WAGE

The working poor are poor because their wages are too low. The
provisions of H.R. 1 provide that job registrants can be forced to take
private sector jobs at as low a figure as $1.20 an hour, that in only five
States out of the 50 would this wage level be sufficient to remove AFDC
recipients from the welfare rolls.
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Would not support for higher wages reduce the need for welfare for
the working poor?

Will the Labor Department support a provision requiring jobs in
both the private and public sector to be at no less than the Federal
minimum wage?

Secretary HlODGSON. No. We think that we have a real question of
equity when 5 million Americans are working outside of inimi-um
ofg coverage at wages between $1.20 and.$1.60 an hour. It is a matter

elementary fairness at least to that group that jobs, if they are
willing to hold jobs at that level, that others also be asked toehold
jobs at that level. So there is a kind of trade off.

There has to be some sort of floor, and $1.20 seems to be a reasonable
one at the present time.

As you ki-now, it is done on the basis of three-quarters of the mini-
mumi wage so as the minimum wage goes up, that will go up.

EXPANSION OF FEDERAL INILiNT MUM WAGE COVERAGE

Senator RiBicoFF. All you have to do, if that is your point of view,
is support the 'Williams bill which will expand coverage for minimum
wage and that will solve that problem.

Secretary HODGSON. It will create others.
Senator RIBICOFF. It will create a situation where you eliminate nutI-

l ions of people from the welfare rolls because, instead of, the taxpayers
supporting them on welfare, they will be earning enough money for
the work they do so they will be out of poverty.

Secretary I-IODGSON. On the other hand, if you expand coverage to
cover some of the jobs that are at the rates we are talking about some of
those jobs very likely will disappear and we will have more people
out of work.

Senator RIBICOFF. I do not know. In other words, do I understand
your philosophy is that-

Secretary HODGSON. It is not a philosophy; it just happens to be
the circumstance.

Senator IRiBIcoFF. Do I understand the Labor Department philos-
op~hy is that we should encourage wage rates in the United States
of $1.20 per hour?

Do you think that a family can live on $1.20 an hour really?9
Secretary IHODGSON. The administration has proposed an increase in

the minimum wage, Senator, so I do not understand your question
about philosophy. We take a very practical look at the trade off be-
tween the disemp loyment, possible noncreation of job effects, and we
try to do it without inequity.

Senator RIBuCOiF. So far as you are concerned, you arc willing to
have millions of Americans work at $1.20 an hour, whether they are
on wel f are or in the so-called working force?

Secretary HODGSON. That certainly is not a description of that posi-
tion I just outlined.

Senator RiRICOFF. Well, I think it is. I mean you are against th e
Williams bill, which would expand the coverage for those-people in
this country wh o are in sweatshop employment at low wages.
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Secretary 1-JODOsoN. What I am saying is that by expanding to
areas that .are not now covered, we wvill reduce the number of jobs
available and place some people who are now employed in a position
of unemployment and increase the welfare rolls in so doing. This is a
hazard whenever you make a change in minimum wage Coverage.

To give you an example, I am sure that nobody here would believe
that we could suddenly get everybody into a fine position of income by
increasing the minimum wage to $5 an hour. It is just impractical.
There area. lot of jobs that would disappear.

Senator RiBIcoFF]. But $1.20, Mr. Secretary
Secretary IlTODGsoN,. There is a cutoff point somewhere.
Senator RiRrCOFF. That is true, but there is a lot of difference be-

tween $1.20 and $1.60 and $1.20 and $5.
Secretary HODGSON. That is right. You put this in an absolute mat-

ter instead of a relative matter. I think it has to be put in a relative
context.

Senator RIBICOFF. Do you think it is relative in trying to lift some-
body to $1.60, do you think that is relative? Do you think we should
have a policy and philosophy in the United States to work a full week
and still be in poverty?

Do you not think it is a worthy objective to pay people in this coun-
try a, decent wage to take people out of poverty?

Secretary IIODGSON. You are taking about'a worthy objective.
Senator RTIBICOFF. That is right, a worthy objective which this ad-

ministration refuses to f ace up to.
Secretary HODGSON. On the contrary, our objective is to really. face

up to it and to realize you can raise some minimums without having a
certain disemployment effect. You have to draw the line somewhere.

Senator RIBICOFF. You have two things in this administration. You
come up with a welfare program to pay people $2,400 for a family of
four. No matter how you figure that, that is $1,500 below the poverty
line of $3,900.

On the other hand, you take people and approve $1.20 an hour for
Ipeople who work. You can pay these people a minimum of $1.60 and
I do not think people. are going to cut down their operation because
you are raising the m-inimum wage to $1.60 and expanding coverage e.

I think it is a very heartless, cynical attitude by the administration
and the Labor Department to support a program like that.

Secretary HODGSON. I am sorry that the occasion has descended into
a p] ace where we are using terms of disparagement of that kind.

Senator RIBICOFF. It is not disparagement, sir.
Secretary HJODGSON. I think it is, when you say it is heartless and

cynical.
Senator RInicoFFL,. To say $1.20 an hour or $2,400 is sufficient to sup-

port a family of four when the minimum need for taking a person
out of poverty is $3,900.

Secretary H-ODGSON. All right, ,I would like to have Mr. Rosow com-
ment on that, but I want to point out, Senator, we are still talking
about doing something in the wage field that will encourage as many
people as possible to be in the best economic position as possible, to do
it though without decreasing employment opportunities in the country.
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Secretary Rosow has been after me to make a comment nowv and I
wvill let him make one now.

EVALUATION OF PRESENT PROGRAMS FOR THE POOR

Senator RIBICOFF. You see. what we are trying to do, Mr. Secretary,
some of us are trying to go beyond what is being done, and I pointed
out that here we are, we are spending on so-called poverty programs
in this country some $31 billion, and yet, there are more people in
poverty now than there were last year.

I am simply saying if you took all those, if you took and eliminated
all those programs and divided that $31 billion, you could get every
family of four in this country $4,800 and eliminate the entire bureauc-
racy in HEW and Labor IDepartment and all others, and take people
out of poverty.

Also, I pointed out in my opening statement that here your Federal
outlays in 1972 for manpower will exceed $3.7 billion, and you are
not accomplishing ,anything with it. If you took that money and
eliminated all your programs, you could put 900,000 people to work
in this country.

What I am tryn to do is to force you, and to force us, we have a
dual responsibility to evaluate these 168 poverty programs and see
which ones we can throw into the Potomac River and come up with a
program where the money we spend, based on the system of priorities,
will have meaning.

Now if we are short of funds, and we are, because the Federal deficit
indicates that, I think we have an obligation, both the executive and
the legislative branch, to evaluate these 168 poverty programs, and
expended, for which we are expending $31.1 billion, and I do not say
it is only your responsibility.

I think it is the responsibility of this committee to examine it anid
the Congress to examine these programs, so we make better use of
our $31.1 billion. I do not think we have a right to say we are going
to eliminate poverty, spend $31.1 billion, have more people in po-verty,
more people than we ever have had, when we could just take that $31
billion and divide it and eliminate every person from poverty in thle
United States of America.

Secretary HODGSON. I am delighted to hear you comment about this
business of so many existing programs, that some may be good and
some not, but are all legislatively mandated one way or another. It
is the very thing, of course, we have been addressing ourselves to in
the manpower reform legislation, and I hope that you and others will
see fit to support that. That is still on the legislative platter and we
would like to get it through because it will enable us to (10 juist what
you have suggested.

Senator RIBICOFF. Yes, but it is not that. lIt is not a question of
supporting what you do, but we find the administration does not sup-
port what we are trying to do. Wegevryltesuptfoor
objectives.. eveyltlsuprfoor

I have other questions, but I do not want to be unfair. Senator
Harris is here and Senator Jordan.
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REQUIRING WORK AT LESS THAN THE MINIMUM WAGE

Mr. Rosow. With your permission, Senator Ribicoff, could we re-
spond to the minimum wage question? I would like to further discuss
this $1.20 minimum and your concern about that because we are
aware, as you are, of the fact that is not adequate to a family of four.

We are not suggesting that everyone referred to work would be
referred at $1.20. That is only a floor referral rate. We will continu-
ally seek to refer people to the bet jobs available.

Our philosophy is that the higher pay a person earns, the more they
free themselves from the welfare system.

However, the fundamental purpose of including the working poor
in this legislation is to supplement inadequate and low wages of fam-
ilies which are living in poverty. Therefore, if a person is referred to
work at $1.20 an hour, and has a family of four, the wage level would
be supplemented to the equivalent of $1.85 an hour for that family
between a combination of welfare and work.

In other words, we have to look at the move from welfare to work
as a transitional concept, not an immediate accomplishment.

So in the case of low-skilled people or people with limited educa-
tion or people who have been out of the labor force for many years,
we have to allow for this transitional procedure. Nor can we deny
ourselves access to more than 5 million jobs in this country which now
exist at rates below the level.

There are many members of this committee, including the chairnani,
Senator Long, who have pressed us firmly in this direction and if we
were to move too rapidly in creating an artificially high base for these
people, we would be denying the objectives that you yourself seek.

Now we know that the wage structure in this country is not related
to family size. It is based on job responsibility, equal pay for equal
work. Therefore, we have a table here that points out that for a family
of four, it would take $1.97 an hour to be at the poverty level.

For a family of seven, which is not atypical iii the South, we need
to pay $3.20 an hour. Now neither this Congress nor this administra-
tion can legislate poverty away by destroying the wage structure.

Senator Fannin spoke at great length this morning about his con-
cern about foreign competition and the loss of jobs overseas. That was
the first thing that would happen if we were to create an artificial
wage base.

SUBSIDIZING IEMiPLOYMEJ11NT AT LEss THAi, N THlE MINIMUM WAGE

Senator RIBICOFFi. Do you really think, Mr. Rosow, that you will
ever get a philosophy in this country, irrespective of the competition
overseas, that the American taxpayer, the American people, should
subsidize the employer who wants to work people 40 hours a week and
pay them $2,500 a year?

Mr. Rosow. Absolutely not, Senator.
Senator R113TCOF. I do not think this country under, any administra-

tion is ready to retrogress that far.
Mr. Rosow. We agree completely with that. All I amn saying
Senator RTBicoiiFr. All right. Why should the taxpayer, why should

the Congress. and why should the Piresident of the United States un-
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(lelpinl a 'group1 of eiiloyleis wNho still miainitaini sweatshops labor att 4)
hours ii week at $2,500 a year. Why should we implement it?

1Vlhy should we not make that employer bring his level up to $1.60
an1 hour?

Mr. Rosow. Well, because of thle fact, Senator, that there are many
jobs today tha t payr a great variety of wages, and many of them are
below the, existing Federal level minimum. the administration has
favored a, gradual increase in the minimum wage, the Secretary testi-
fied to that effect earlier in this Congress, and is onl the record for a
step up in the minimiumi wage. We will respond to that as the economic
situation permits.

We are definitely trying, and we have the support of the AFL-CIO
thiat this system does not subsidize cheap wages. The reason is that
ainy supplementation for the working poor is a private matter be-
tweeii the Government aunl that person and1 there, is no conduit of
those funds through the employers. So there is no pressure here to
keep low wages, but merely to respond to what exists.

Senator RIBICOFF. JDo I understand you to say the AELJ-CIG agrees
we pay $1.20 an hour to these people?

Mr. 'Rosow. No; they have not agreed to that provision. They have
ag1rieed that this law, IJ.R. 1, does not subsidize cheap labor.

Senator RIBICoFF. That it should not subsidize it, but my under-
standirgY i,, the AFL-CIO is 100 percent behind thle Williams bill,
which would expand the coverage of the minimum wvage law to bring
all these employees and employers under the minimum wage. Ani I
right or wrong onl AFL-CIO?

MNr. Rosow. There are two sides of the equation. Senator Ribicoff. I
think we have to work onl both sides of it.

The CHAIRMAN. Could I gret into this for -just a moment?
Ifere is the kind of thing that concerns ine about the difference be-

tween the two positions. Trhe Secretary is being hit by Long on the one
side and by Ribicoff onl the other. Here is a situation -we get ourselves
into.

If you drive through the rimd sections of my State, you will find
something that is typical of other places. You come to a little cross-
r-oads town. Two or three little stores are there and here is some sales-
lady or salesman who spends 85 percent of his time just waiting for a
custom-er to show up. That is not very hard work, but it is better than
nothing, and so now if you make the boss pay that fellow $2 an hour
or $1.80, I do not care what figure we are talking about, that means
that the fellow is out, of a job because the boss cannot afford to do that.
So the store either will not be open as many hours, or the boss will just
have to (d0 it himself or else just close the store down.

If I am going to have to pay that fellow the welfare, I would a lot
either he continued to make $1.20 and that way I only have to put lip
80 cents in order to get him up to $2. When I have put him out of the
job, then I have to pay the whole $2. I would rather pay 80 cents for
him to do a little something than to pay $2 to do absolutely zero.

That is what we are talking about-Ribicoff would abolish the job
and Long would keep him at the job. It will save uts $1.20 for every
hour hie is standings around there and, as between the two, I w%1ould
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pmuch rather paY 80 (Puits to do a little sommethiiig t hai 1.,,2 to (1oa S-ib-

lu1tely zero.
Now that is just the difference of philosophy, but to Inc it is easier

to subsidize a low-paying job than to pay twice that much to do
nothing. It is better for the man to stand around if hie has nothing
to do but stand around and hope somebody walks in the store than to
have to pay him more than twice as much to do zero. Meanwhile,
when you pay him to do zero, the chances are he will be enterprising
to find something to do and get himself a pistol and go to work rob-
bing people on the street.

So between standing around serving the people and standing
around disserving the public, we would be better off to pay him, that
is the difference.

Senator RiBicopp. I am not bothered by the administration being
put between Senator Ribicoff or Senator Long, because you have to
miake a choice whether voi gyo for the philosophyv of Senator Long or
Senator iRibicoff, that is the decision that has to be made. Because,
while that situation may prevail in Louisiana, the number of people
thaqt may be onl welfCare, al1tbol~i a large pi'oJportion may b~e nims-
cule when you start figuring where the recipients are and where they
live.

What is the objective? My objective is to take every American out
of poverty by 1976, and that is a worthy objective and there are ways
of reaching this objective, and I would say i't is a sad day for America
when we find in the Labor Department, whether in a Republicani or
Democratic administration, to have the'Secretary of Labor come out
with a position that they are going to advocate'that people stay in
poverty and that the American people, taxpayers, subsidize slave
labor.

I think this is what we aire up against and this is where a debate
should be held and this is where I want to put the Secretary.

The CuTAIRMIAN. Senttor, if I do say it, you may think you are go-
ing to get them all out of poverty by adopting your program. but I
want you to kicnow it is not going to work out quite that way. Even if
we do all of this, and get the income up to where you. want it to be, some
future politician is going to be. as equally enterprising as some of us
and lie is going to redefine poverty, so thiat 80 percent of them are
going to be back in poverty, and he'can get credit for taking them out
of it again. [Laughter.]

Secretary HoDGsoN. I want to say we do not have either the Long or
the Ribicoff philosophy. We feel we, take a, professional look-[laughi-
ter]-and try to come up with a position that reflects that professional
appraisal of what cani be done in regard to both advancing the mini-
mum wage, and expanding its coverage.

The CHAIRMNAN. Senator Jordan?
Senator JORDAN. Thank you, Mr. Chairman.

WORK- DISINCE:NTIVES UTNDER 11.R. 1

Mr. Secretary, I think we all agree that one of the main defects of
the present wellare system is that there are so many work disincentives
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in it. A recipient is likely to be charged uip to a hundred cents for
every additional dollar hie might earn. So I was impressed when, on
page 7 in your statement, you said this:

My second point Is important. Work Incentives under H.R. 1 are strong. When
combined with the work requirement features, they reflect a primary emphasis
on the new welfare reform bill.

You went on to say:
The single most important work incentive Is the coverage of the working poor.

Somehow, in times past, our rewards and penalties got mixed up, creating a Sys-
tern where those not working were given financial assistance, but those working
day In and doay out-but still living In poverty-were Ignored.

Now, I wish I could see H.R. 1 in the same light that you do. I have
sent to your table a committee print on material related to H.R. 1 work
and training provisions, put together by the. staff of the Finance Com-
mittee. If you are seeing it for the first time, I am going to be very
gentle with you on it. I ask you to turn to chart 12* because, after all,
the application of H.R. 1 will be in the several States, not in a theoreti-
cal country or State that does not have some rules and some laws of its
own.

Under H.R. 1, a family's assistance payment would be reduced
by two-thirds of any earnings in excess of $720 a year-$720 is dis-
regarded. You will see under chart 12 what each dollar earned will
cost, a family of four in ilnojoDel,; that is a mother with
three children. Because of the $72.)0 disregard, if she makes up to
$1,000 a year, with the social security tax, medicaid deductible in-
crease, and increase in public housing rent which would apply in
Wilmington, she is taxed 49 cents of that dollar. That is the cost to her
of each dollar she makes.

But look in the next column, if you will, Mr. Secretary. If she makes
between $1,000 and $2,000, the disincentive begins to work very vigor-
ously because, for each (dollar shie would make iii that range, she would
be taxed $1.12, and likewise in the range of $2,000 to $3,000, the cost of
making an additional dol lar to the breadwinner of th at family of four
in Wilmington, Dlwould be $1.13, and so on.

So tell me, have you applied the theory that this bill has no disin-
centives to the practical situation that you find in some of these cities
like Wilmington, Del.?

Secretary HODGSON. I am glad you mentioned the practical situa-
tion, Senator. Let me first say that I know that Secretory Richardson
has been developing material on this subject to present to the com-
mittee, I suppose he would have done it yesterday if he had been here,
and I do not really want to upstage him on it because this is really his
section.

Senator JORDAN. Yes.
Secretary HODGSON. But nonetheless, I would like to talk a bit about

this subject of wage incentives in H.R. 1 and how they work.
The tables wve have seen in the past are presented in $1,000 incre-

ments and really do not reflect the nature of the work decision that
people make. This is not the way the world works in the world of
work. The decision is seldom based on the incremental terms of going

*See P. 386.
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from one $1,000 bracket to another $1,000 bracket. it is generally in
of going from no work to part-time work or from no work to full-time
or part-time to full-time work. I say, these are the practical things you
have to think about when you ask whether there is an incentive.

The real thing that is frequently missed is what I call discretionary
income, the increase in the amount the person actually has after he
has his fixed payments taken care of.

People often wonder why workers will bargain and even strike for
a 10-percent increase.

Well, for a person who has 90 percent of his wages taken up by fixed
payments, a 10 percent increase is a doubling of his income. That is
the reason why you have to look at what the discretionary income is.
A little bit more at the margin means an awful lot more available to
the person, and you just have to take that into account.

Also, it seems to me that in most of the charts we have seen, a whole
series of benefits aire calculated, but the fact is that very few of the
families that will be covered by H.R. 1 will get all these benefits. For
instance, only 7 percent will be eligible for housing benefits. 'When you
look at incentives you have to look: at it the way the world works out
there in the field of work, the way the psychology of the individuals
who are faced with making work choices will react to the choices
that they are faced with. I am convinced that the reduction rates of
HF.R. 1 provide really strong financial incentives to work. They are
much improved over last year and certainly far superior to the present
system.

Senator JORDAN. All right, Mr. Secretary, turn one page more and
look with me at chart 13* which pertains to Chicago. This time let us
disregard public housing. A woman, a mother, a breadwinner, head of
family of four, in Chicago would do better up to the first $1,000

because it would only cost her 25 cents for each dollar earned. How-
ever, if she earned between $2,000 and $3,000 she would have to pay
$1.06 for every dollar earned; if she would get up to the $4,000 to
$5,000 bracket, it would cost $1.22 for every dollar earned; and if she
got in the $5,000 bracket and up, it would cost $1.25.

You are not disputing the accuracy of those figures?~ We are leaving
out the housing part.

Secretary HODGSON. Yes, in effect we are, and I would like to have
Secretary Rosow address himself to that.

Senator JORDAN. Yes.
Mr. Rosow. Senator Jordan, if I could return to chart 12 on W1il-

mnington, Del.-
Senator JORDAN. All right.
Mr. Rosow (continuing). I might say, as an introduction, we do

not accept these charts, but since they have been presented to uis in the
committee print,, it is only fair that we address ourselves to your
l)Iesentation and then, with the permission of the chairman, I would
like to submit some charts that HEW has prepared which are for the
saine cities, tables which we feel would be a more accurate representa-
tion of the true incentive features of the welfare reform under
1.1R, 1.**

*Se~e p. 3~68.
**See p. 72 ff.
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The CHAIRMAN. That is fair enough. But, as you know, all the
assumptions are right beneath that chart there and you, I am-r sure you
have your assumptions for your chart too.

Mir. iRosow. Yes, Mir. Chairman, and I will address myself to chart
12 first, and then I would like to contrast that with our information
which 1 think presents a very accurate representation of the net effect,
which is what we are all interested in: whet her there rea lly is t lilly ani
incentive to go to work under this bill or whether you are better off
staying on welfare and dodging work.

TREATMENT OF SOCIAL SECURITY TAX

Now the welfare reduction of 67 cents on the dollar, which is appli-
cable to all levels above $1,000, is an accurate figure. We contest the
use of the 6-cent deduction for social security, not because it is inaccu-
rate, but because it does not take cognizance of the fact that social
security is a deferred benefit and that the worker is paying against a
wage rate every payroll period, but is buying something in return for
that, and in combination with the employer contribution probably buy-
ing a benefit worth considerably more than that deduction.

The CIIAIRAIAN. Well, let's just analyze that for a second. Pardon
me, for the interruption, Senator.

You might say that, but as a practical matter, are we not pretty well
trapped iii, this situation ? If a person has a low-lpaid job), and lie, get s
his social security, he is going to be enjoying the minimal social secui-
rity. H~e will require welfare supplementation anyway, the way things
are going, with the result that if he did not have the social security,
the welfare payments would be filling in that gap. So that in the last
analysis the social security benefit pr~obably has no meaning~ to hill).

You do see what I am talking about?
Mr. Rosow. Yes.
The CHAIRMAN. If this worker is going to be a welfare person to

begin with, when he winds uip with social security benefits hie is getting,
the minimum and then when hie becomes a beneficiary, you then proceed
to give him the welfare payment to bring that up to what you think
his income ought to be when he retires. The result is that he really does
not have anything for social security because he would have gotten that
much by welfare.

Mr. Rosow. Except, Mr. Chairman, that that segment of his income
when he reaches retirement, which is financed out of the social security
trust fund, has already been paid for and does not represents a new
cost to Government.

For a person who is not covered by social security, the total pay-
ment, to an aged indigent person for exam ple, would be borne out
of general revenue funds or out of the welfare funds.

The CHIAIRMAN. Well, what difference would it make whether the
money

Mr. Kosow. It makes a difference to us.
The CIIAIRMAN. Whether it is coming out of general revenue funds

or social security?
AT~r. Rosow. It makes a (difference to you. Mr. Chairman, because-
The CHAIRMAN. We are not talking about whether I am better off,

but whether he is better off. As far as he is concerned, it seems to me
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as though hie would be getting the same thing as if he did not have
social security.

Mr. Rosow. IBut on that basis, it is a question of whether we want
hiim to accrue a right and be self-sufficient in his old age.

Senator1 JORDIAN. If hie is Iinigry lie does niot wvant to accrue a right,
if hie is hungry he does not give a damnii about a right.

Mr. iRosow. In earlier discussions the last Congress agreed that pos-
sibly another way around this, if you are overly concerned about the
social security tax on a low wage earner, would be to forgive this tax
ini order to increase the incentive.

The administration was open to that possibility, but the Congress
felt in its wisdom, both in the IHouse and in the Senate last year
and again this time, that the tax should be imposed so that these peo-
pie would not be treated any differently than any other worker. All
I am saying is that we can at least say this is an ambiguous insertion
01) the 6 cents, and further, as your own footnote notes, it is based
on a rate that would not be in effect until 1973, so it is shown at. its
highest level.

The next line, State, Federal income tax, is accurate.
Senator -IBICoFF,. I think with all due respect to the statement

von imade I want to defend~ the staff, thec.y were not capricious, sure, tile
6 en rate goes into effect in 1973, buit this program also goes into
effect in 1973 so what the staff apparently did was to relate in 1973
what we were faced with, so I would defend the staff there.

Senator JOIDAN. E xactly.
Mr. Rosow. That is fair enough, Senator.

I INCREASE TN MEDICAIDDEDUCTIBLE AS INCOME RISES

The medicaid deductible incr-ease, which is a fairly substantial
a mnoui, was computed iiiapliropriatel *v, andl again this is due to the
f ac t th-,t there has not been an opIportllnit 'v for the committee staff

alie HEW sta ff to compare notes. If you take thle '0 enits at. thle
zer-o to thie $1.000 orange, fltt woidks out, at $90 per thousand. Then
voni add $3)30 for the( next inci-ement or- a thioisandl to $2.000. another
$32)30 for thie increment of $2,000 to $3,000. anid aniothevr $3'30 at $3.00t)
to $.'h4,000. When vou awld that IIl) it comes to a (ledlictiblu of $1 .080
U1cr()5 thlat whole inl~lW s1)111, lU the averge benefit is $46~0.

So it seems1 hie that the dleduictible, exceedls thme benefits since, it is
a cumulative calculation.

But thle 11nore imipor-ta"nt point I would like to make rather than to
arole albouit tile arithmetic is thiat thte medical deductible increase

is really 1 ba sed on trying to assess a cliarge against the welfare family
on the average in Wilmington, Del., for a benefit that may 6e
hypothetical.

The medicaid benefit is only received by a family if one or more
members of that family are sick and eligible to participate under that
program.

I recall a case when I was in South America where we ran schools
and hospitals for our employees and, in order to calculate the costs,
we divided the aggregate dollar expenditures by the number of em-
ployees on the payroll. When we looked at our population, however,
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we found one-third of our employees were male bachelors under 25,
unmarried and with no children in school. So to assess education
against those employes was a hypothetical cost.

The CHAIRMAN. if you are talking about welfare fathers, half of
them have a child around somewhere. if you just look hard enough.

Mr. Rosow. But they are not all receiving medicaid.
Senator JoRDAN. Mr. Secretary, I have been supplied a table here

of average medical vendor payments to families receiving AFDC
payments and it runs up in many of these States close to a thousand
dollars a year, in some cases over a thousand dollars a year.

Mr. Rosow. The national average is $460-in Wilmington, I am
sorry.

Senator Rmicoi'r. If the Senator will yield, Senator Jordan makes a
very pertinent point because the cost of medical services to the poor
runs much higher than to the middle-class or the wealthy, and I think
Senator Jordan is making a very appropriate point there.

You cannot talk about averages of $400 because Senator Jordan is
talking about realities.

Mr. Rosow. But, Senator Ribicoff and Senator Jordan, I am not
disagreeling with the point, but would like to point out that if we get
these people working, which is our objective, we can take them out
of this cost to the Government.

In other words, at the p resent time in America, 80 percent of all
workers who make more than $6,000 a year are covered by some type
of insurance with their employer for medical care, whether it is Blue
Cross, Blue Shield, or whatever it may be. In some cases the employee
contributes, in some cases it is fully financed by the employer. Our
objection to just showing this as a cost is that it deals with a static type
of situation.

What we are trying to do is to make these people self-sufficient and,
as we pointed out earlier in the Secretary s testimony, one of the
things that is omitted from all of these calculations, which are in our
revised tables, is the fact, that as people earn more money in this
country, they get more benefits from their employer, whether it is
vacation holidays or sick leave, medical care insurance, or life insur-
ance. These benefits are very valuable to the family and they do take a
drain off the Federal Government and off the State and local
government.

So with the chairman's permission I would like to distribute to the
members present some other tables on these cities, and with your per-
mission show you what incentives exist. I would like to take the worst
example, New York City, which has about 10 percent of all the welfare
people in the United States, and which is considered by all of us to be
one of our worst problems; if I could just take you through New York
City in these tables, I would show you the tables of incentives that
exist.*

The CHAIRM AN. Why do you not make that available as we are
making it available to you, you analyze it and we will analyze yours
and see if we can agree on one.

Senator JORDAN. I have about used my time, Mr. Secretary. I do
want you to study our table because we have a, very competent staff
here and I defend every figure in this committee print for accuracy.

* See p. 83.
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'We are not backing down one iota from the figures presented in this
table. We would like to have your analysis of our figures and we will
take yours and look them over. Someplace there has got to be a, meet -
ing of the minds because if we are to truly do away with disincentives
in this bill it has to be in reality rather than in fiction.

Secretary HoDosoN. We understand, Senator. We agree with you
thoroughly that the purpose of this bill is to move people into the
world of work, and one of the ways to accomplish that is to have an
incentive for people to do so.

Senator JORDAN. Right. There have to be carrots as well as sticks.
In this situation we think there are no carrots. We think that this is
demonstrated in the table Mr. Rosow has. I think it will be desirable
to have staff comparisons of the way we have gone about this and
particularly. to understand some of the concepts that HEW has been
working on in developing its statistical compilation.

The CIAIRMAN. Well, if you are ready for the crossfire at the other
side, I want to call on one of our outstanding members of this commit-
tee, Senator Harris. Senator, I amn sorry I missed you when your turn
came previously, you had left the room temporarily. Gla to have
you back.

Senator HARRIS. I want to agree with excellent statements that Sen-
ator Ribicoff has made and the really basic and fundamental ques-
tions he has asked I think are not being faced uip to by this
administration.

Senator Ribicoff has shown by the statistics that he has cited here
that the system that we are dealing with is a relatively stable one that
resists any efforts to change it. Unless we are willing to talk about
fundamental change, we are actually talking about just sort of adding
to the convention _and not bringing about any change in the system
that we all abhor.

INcREAsiNG NuMBER OF POOR PERSONS

Why is it, do you think, that of all the rich industrialized coun-
tries we have got such a large percentage of our people who are poor?
'Why is it that there are more poor people this year than there were
last year, do you think, Mr. Secretary?

Secretary HoiosoN. Well, I would say the answer to the first ques-
tion is, that people who are considered p oor in this country in terms
of income are in most countries considered not poor, and in some couni-
tries would be considered well off. Everything is relative and in our
country we have very high standards, as we should have, because we
have very high accomplishments and fine people. So that, I believe,
is the reason why we have the kind of situation we have, and a little
foreign travel and a little discussion with labor ministers of many
of the different countries have manifested this to me. The income that
we set as a poverty level in our country for most other countries are
above their average wage, and in many of them could be considered a
superb wage. So that is one of the reasons for that.

Senator HARRIS. What about-first of all, I do not agree with that
because I think there is such a thing as the spread of income, and I
do not think there is any rich, industrialized country in the world, for
example, that treats its own people as badly as we do and has so many
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himigry children as we do, or it, has the kind of maldistribution of
welalthi and income that we (10 but I was going past that.

Why are there more poor people, 'just take the Un~itedl States alone,
wh-1y are there more poor people this year than there were last year?

SeCretalry HJODGSON. Are there?
Senator HARRIS. Well, your own statistics indicate there are.
D)o you believe your own statistics?
S ecretary IJODGSON. What statistic is that, more people below the

l)overt *v level ?
Senator H-ARRIS. That is your own BLS this year than last year, I

would think.
Secretary HODGSON. As of what dates are those? Do you knmow

which year ?
Sena'tor HlARRIS. If you disagree with that, we can go into something

else.
Secretary HODGSON. I (10 not disagree with it. 1 just don't know

the figures f rom- which you are quoting.
senator HARRIS. The Census Bureau figures show that in April it

went up by 10 percent.
Are Von familiar with that?
Secretary HODGiSON. Yes.
Sena,'tor HARRIS. Why ygas that shown thlen, or do you want to a -rue

about the figures?
Secretary IToD.SON. No; I just want to know from what figures you

are talking, Census Bureau figures from what time?
Senator HARRIS. That just came out this past April.
Secretary HODGSONV. For April, that contrast April this year with

April last year?
Sena~tor HARRIS. Yes, 1969 to 1970.
Secretary H-ODGSON. And why is there a difference?
Certainly one of the reasons would be the extent of the unemploy-

ment that exists at the present time.
Senator HARRIS. Well,- doesn't that sort of beg the question? Why

is that so?
Secretary HODGOoN. Well, it is because the level of economic activity

is not as great as it was in April of last year.
Senator HARRIS. Is there nothing that can be done about that?
Secretary HODGiSON. Sure, a great deal is being done.
Senator HARIS. Well, not enough, it looks like, because we had more

poor people this year than last year.
Secretary HODGSON. Well, you are talking about April figures not

about current figures.
As you know, we are bringing the unemployment level down.
Senator HARRIS. Unemployment is higher now than it was.
Secretary HODGSON. It isn't. It is lower than it was in April. It was

around 6 percent at that time; it is now down to 5.6.
Senator HlArRis. The number, you say there are fewer unemployed

people now than there were last year..
Secretary HODGSON. Let's not engage in that.
Senator HARRIS. Let's do engage in it.
Secretary HODGiSON. All right, but let's understand that from May

to June every year in any adinistration there is an enormous increase
in unemployment, because hundreds of young people flood the labor



167

market coming out of school. This year there were less young people
coming out of school and unemployed than there was last year.Un
employment rose 1.1 million this June compared to 1.3 million last
June. In other words, that the amount of gain from May to June
this year was not as much as previously.

Senator HARIE~S. Are there more unemployed people this year than
last yearV

Secretary HODGSON. There were more unemployed people this year
than last year, I said yes, but there were more unemployed in June
than April.

Senator HARRIES. The Census figures show this was the first time in
10 years the number of poor people went up. Today 25.5 million, one
in every eight Americans is poor.

Do you disagree with the fgures
Secretary HoDGsoN. I do not disagree with the figures.
Senator HARRIS. And you just say it is because unemployment has

gone up or the economy is bad?
Secretary HODGiSON. I am not sure that is the only reason. I haven't

examined it.
I did not realize that was going to be the Subject of the inquiry.
Senator HARRIES. Aren't we talking about poverty and jobs, Mr.

Secretary?
Secretary HoixisoN. We are talking about whether we have a

successful bill to take thousands of people, millions of people, poten-
tially, off of welfare and into the world of work.

.Have we got something that will accomplish that, that is what I
am working on.

Senator HARmIs. That is the question, but if you do not know what
the situation is you are working on, or what caused it, it would seem
to me you are in very poor position to recommend concerning it.

Secretary HODGSON. I do not think so.
We are not ignorant of that situation as you say. But what happened

between April last year and April this year has very little to do with
what the situation is now and what it will be when this bill goes into
effect.

I31PACT ON THlE LABOR MARKET oF REQuiRING ACCEPTANCE, OF JOBS
PAYING L~ss THAN MINIMUM WAGE,

Senator HARRIs. Well, that seems sort of a silly kind of answer, but
let me just go on past that to this: What about the business of mini-
mum wage? Aren't you talking about putting on the market here,
interfering. with the market pressures, millions of people or how
many ever it is going to be, if you can define how many would actually
be required or are eligible for these work in training figures, and I
think there is some problem with that and it wouldbe sort of, that
would be a sort of captive labor force for a great number of employers
and that, therefore, the impact would be that you would interfere
with the market pressures in that a man would not have to worry so
much about competing for those employees and the net effect would be
to depress wages or at least hold wages down and thereby increase the
number who are eligible for your welfare supplements or at least keep
it from going down. Isn't that exactly what you are doing here? In-
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stead of changing a rather stable system that resists change, it seems
to me you are just adding to the bad parts of the system.

Secretary H-ODGSON. Well, we think by supplementing, letting a per-
son keep $720 of his first earnings and one-third beyond that, we are
providing him with the incentive to move off welfare.

Senator HAiRRics. But they cannot move off welfare and they won't
move off welfare under your bill if working full-time they are still
entitled to supplementation, and aren't you by saying to employers,
"Here are a group of employees that are going to be avail able to you as
captive, as a kind of a captive labor force," they have to work at, we
set a minimum wage and then we set some kind of an inconsistent-
if you say there oughlt to be a minimum wage, and I do not understand
how you have set a subminirnum wage.

Secretary H-ODGSON. There are many different minimum wages at
the present time, -as you know, Senator.

There is not only one, thore is a different minimum wvage for agrri-
culture, a different minimum wage for other industries, there are innii-
mum wages in cities that apply to city employees and m-ininmm wages
in States that apl to State employees, there are all kinds of nii-
mnum wages in this country.

Senator HARRInS. You set a kind of subminimum wage here which is
inconsistent, it seems to me, for a group of people required to work<.

Now doesn't that have the tendency to depress wages or Vt hold
wages down and, therefore, have a tendency to add to those who are
going to be entitled to a. work supplement?

Secretary HODGSON. No; we have people working at those kinds of
wages right now.

Senator HARRis. But that is a voluntary matter and therefore is part.
of the American free enterprise system, whereas what we are talking
about here is an involuntary matter, a captive labor force, that this
employer can hire at any wage that comes up to that subminimumi
wage, or above it, and you do-not have these work requirements.

Now, doesn't that interfere with the free enterprise system and t10
market pressures that otherwise might allow the wages to go upl?

Secretary IHODGSON. I think it can be contended, perhaps, that the
whole idea of the minimum wage interferes with the f ree enterprise
system, and that setting a minimum wage onl the part of Government
sets at floor onl the wage structure that is not normal. So f rom that
standpoint it is not theoretically a free situation now.

Sentor HARRIS. Mr. Secretary, we are talking about people who a ire
not free agents here. We are talking about people whio, i f their cil~dreln
are going to eat, are going to have to go into this labor inarket.

We are not talking about people whio voluntarily work, and youir
own testimony shows that most people will voluntarily seek work far
more than you are going to be able to take care of.

But if you have people here who in order for their children to eat
are required to take work without standards, for example, without
workmen's compensation, with at submininuni wage, and you do not
have the suitable employment standards and so forth that apply other-
wvise , doesn't that really interfere with the possibility that those jobs
might, little by little be upgraded?

You have proposed upgrading them by a Federal wage standardI
here in your testimony earlier an d now you are going to interfere with
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the market pressures that allow them to go upward, and doesn't that.
worry you so far as defeating your purpose? Your purpose ought to
1)0 that, people working fulitime should be able to earn enough for a
decent living.

Secretary HODGSON. I see what you are getting at.
Senator TIRIS. I am sure glad of that.* [Laughter.]
Secretary HI-ODsoN. I do not think the effect of what you are talking

about would significantly affect the pull and tugr of the labor market
circumstance. Certainly that has not been the effect as you point out
of having a minimum wNage itself, and theme may be some effect of
this, bit 1 (10 not think it is significant.

Seniator HAIuS. Let mie ask you this, don't you worry abotut--first
of all, the kind of jobs we are talking about that people would 1)0
required to take, I assume, are, more or less domestic service, and
a gricultural.

Secretary HlODGSON. Let's take-
Senator HARRIS. Low grade.
Secretary HODGISON. Let's take a look at the 'WIN~ program now, the

kind of jobs enrollees have been asked to take under that program.
As our testimony points out, they average $2.28 all hour, if I reinein-

ber our testimony.

Joll RETENTIONIRATES UNDER WORK INcENTIvE PROGRAM

Senator HMinais. That is how many of those have been able to be
p~lacedl, how many hiave stayed on the job?

Mfr. Lovmimi. 49,850 people tilat are in the program have been placed,
on jobs.

Senator I-TARI-s. Andl how inany 1)e01)1 Under ' these iri(l of jobs
like 'WIN, and JOBS, for example, Particularly .JOBS, hiow,, many of
then stay on after, take JOBS, particularly, a after Ihbe stibsidji;'at ion of
the training by private employer runs out?

Mr. LOVEJLL. In the WVIN program 80 percent of the people renia iii
o-ver 6 months. lit the JO1BS program it, is about ----

Senator TKxiaus. It is 6 months after tile trainimlo'1),i(,
Mr. LoVrELL. Yes, about 80 percent remain. Iii th(_7 JOB~iS poga

about 50 lpercenlt as a ruile, bit I wNouild say about 80 percent, of those
who leave go to other jobs, anid many of them payig higher iw1onmes.

Senator Ikrznus. Some of them go into other-is there any way to
fhgnire out h~ow many go from .JOBS to WIN to something else or
Neighborhood Youth Corps to JOBS to WIN?t"

Mr. Loviu,,m. Well. generally, very few, actually, perhaps one of the
criticisms

Senator HARRIS. ]Imean do you know?
Mr. LOVELL. Yes.
Senator I [RRIs. D~o you?
Mr. LovEU1. Yes.

CHARACTERISTIC OF RECIPIENTS UNDERIH.R. 1

Senator HARRIS. Could you give us some figures on the characteris-
tics of this particular work force we are talking about in this bill, do
we know who they are, what kind of-for example, do we know what
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percentage is rural and what is urban, and what percent have been
InI training programs, in the past and so forth, is there a way to provide
those kinds of fi (Yures 2

.Mr. LOVELIJ. 6n the WIN program or the estimated group in H.R.
1? Which are you talking about?

Senator H-ARRIS. In H.R. 1.
Mr. LOVEFLL. Yes, we do have those figures.
Senator HARRIS. Have you given those to the committee?
Secretary HoDGSON. I am told it is in the House committee report,

Senator.
Senator H-ARRIS. Senator Ribicoff, I understand from a staff member

of his here, has requested you give those figures earlier, I suppose I
missedl that.

Secretary HODGiSON. Yes, on table 16, page 232 of the House commit-
tee report lit sets forth the universe breakout.

Senator HARRIS. I see. What percentage is rural, for example?
Mr. Rosow. Not in standard metropolitan areas, Senator Harris,

about 45 percent.
Senator HARRIS. Nearly half of them. Where will those people be

required to work, I mean, what kind of jobs would you make available
to those people?

Mr. LOVjBIA. I think clearly there are fewer jobs in these areas than
the metropolitan area.

Senator HARRIS. It is tough enough to find jobs for this group of
people anywhere, isn't it?

Mr. LovELL. The effect of H.R. 1 on rural communities will be very
salutary from the point of view of bringing in substantial income that
does not exist today.

I think that many, many jobs will, in fact, develop because of the
income being brought into these rural areas as a result of this program.

I think from a short term point of view realistically, the rural indi-
vidual is not going to be exposed to the variety of jobs that the person
located in the urban area is.

'We have to recognize that. 'We talk a. lot about the success of train-
ing, and clearly there does have to be a job at the other end of the line,
but we do know that there are many people in the rural areas that do
not have basic educations, there are Spanish-speaking people that can-
not handle English and obviously they are under a tremendous job
handicap.

Senator HARRIS. As a matter of fact, this entire work force you are
talking about here, the skills are going to be relatively low, education
is going to be relatively low, wouldn't you think?

Mr. LOVELL. It varies.
Senator HARRIS. And other kinds of disadvantages.
Mr. LOVELL. Yes; it varies.
In the cities the educational level is higher than it is in the rural

areas, but I think that between the train-ing opportunities and the
additional revenue that is going to come into the rural areas that we
will be able to move forward more rapidly in the rural areas, than we
already have.

I think it would be completely unrealistic to say every poor person
in the rural area is automatically going to end up with a job.
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I do say this, under H.R. 1 every job in a rural area should be filled
that meets the standards of this Act.

Today in many areas there are unfilled jobs.
One other thing, we were talking earlier about some of the deficien-

cies of the employment service which we are interested in correcting.
I think there are deficiencies too, but I think we should also mention
that the employment service is not mandated to be the major supplier
of manpower services in this bill. The Federal Government has to
choose the ag-ency which is most fitting, and certainly, it will be used,
but the main responsibility is with the Secretary of Labor.

Recently the President signed an order requiring all Government
contractors to list their jobs with the Employment Service.

This could double the number of jobs available, and indeed make a
very strong case for the work test that is established under IH.R. 1
because there are going to be a lot more jobs to refer people to than
there are today.

The employment service today has about 17 percent of the jobs listed
with them, and we would expect to double it.

Senator HARRIS. And they are generally the lower-
Mr. LOVELL. Yes; that is right.
Now with all contractors being required to list their jobs, the quality

of the jobs registered with the employment service is going to be sub-
stantially higher.

Senator HARMS. What percentage of the jobs would you say of that
work force that it would be eligible or?

Mir. LOVELL. We talked about the fact that training is not always
feasible-you cannot always train a person into a job.

QUESTIONABLE VALUE OF INSTITUTIONAL TRAINING

Senator HARRIS. I just wonder if you ever can. We have got, I bet
we must have 40,000 welders in the State of Oklahoma.

Mr. LOVELL. I have always been skeptical of counseling a man into
a job or training him into a job.

NEED To PROVIDE JOBS

Senator HARRIS. Wouldn't you say the main thing is the job?
Mir. LOVELL. You have to have three things, Senator, you have to

have a job of some character.
Senator HARRIS. That is right.
Mr. LOVELL. Second, you have to have a person who either wants to

work iu it or feels required to work in it, and we all need a little lbit
of both.

Senator HARRIS. Most people, though, want to work.
Mr. LOVELL. Well, we all want to work at something, whether we

want to work at what is av-ailable is the question.
Senator HARRIS. Your testimony with regardl to WIN is far more

people wanted to work.
Mr. LOVELL. I think almost everybody wants to work.
Senator HARRIS. Right.
Mr. LOVELL. Now some of the l)Loblemns we have is at what they work

in and we were discussing some of these extremes.
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Third, then you have to have a job, you have to have wvil 1inguiess
to work or motivation to work, and then you have to bring p~eole to-
gether with manpower services; not everybody, but some people. Sonic

pepeneed certain kinds of training or certain kinds of help to get

So your training in manpower functions probably can be effective,
maybe, in 20 or 30 percent of the cases.

InI the other cases, it is a question of the exercising of the job test,
:nil making sure people are exposed to the jobs, that are available,
and indeed that they do take reasonable jobs in the community that
are available to them.

You know, so often we pick out the best jobs and talk about them,
and we pick out the worst jobs and talk about them, but in the majority
of instances, and we found this, the jobs that are available are not the
$1.20's and are niot the $5 an hour jobs. The jobs do range from the
$1 .80 to $3.85 range.

SecretaryHJoDGSON. There is something else about the rural circum-
Stances, Senator. I think probably the public job components will be
more meaningful and more important in those areas than anywhere
else.

M r. LOVELL. I think that is true.

LACK OF KNOWLEDGE oF, VALUE OF PRESENT MfANPOWE31 IROGRAXLS

Senator HARRIS. Mir. Chairman, I just want to say I do not think
it is just the fault of this administration and the Department of Labor.
I think it is the fault of a lot of us in the past, and a lot of admninis-
trations of that Department, that these manpower programs either are
not working or no one knows whether they are working or not. I do
not think anybody right now can tell us what it really costs to put a
person in a permanent job who did not have one before and I do not
think you can tell yet under this bill.

Furthermore, I do not think anybody knows whether or not any of
these manpower programs are any goodl insofar as what they deliver,
and how many of them have actually put people on the jobs and for
how long, and whether or not we are getting our money's worth
through subsidization of pri-ate industry, as to what they do in return.

REQULIRING ACCEPTANCE OFj EM.iPLOYM2NENT PAYING LESS THIAN
MINE[U]U WAGE

I think this bill is fatally defective in setting up a captive labor
market at substandard wages and therefore it is going to pressure
for a greater number rather than a smaller number of -welfare recipi-
ents by freezing a lot of substandard and subpay jobs into existence
in our society, and I think pressuring for a greater number of those
kind of jobs.

I disagree with Mr. Rosow that you are going to export domestic
service and agricultural and low-gr-ade and high turnover jobs if you
require employers to pay standard and decent levels of pay.

I do not believe they'will go off somewhere else, and T think that
we are, just defeating our purpose if wve set up this kcind of captive
labor market, and don't allow the free enterprise pressure to work .
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Furthermore, I cannot understand why we have set up dual sys-
tems or dual conditions of emnploymnent. For example, you have in
private. employment-I mean in public service employment-set up
here minimum wages and other kinds of standards, suitability require-
ments for public service jobs, but ii) the private sector you would not
make those kinds of requirements, and it seems to me that is a very
poor thing to do particularly when there is a subsidization of thev
training.

Those are very serious problems, it looks like to me, and I am glad
to see we are going to move into public service employment much miore
strongly.

I thinkil that has been indicated for a long time, and I hope that
we are going to pass both the public service jobs in this bill, and those
in the Emiergencjy Employment Act, and that we will recognize with
this enormous increase in the budget of that department, the new
departure that we have here and see if we cannot try to make heads
or tails out of these programs and not just add some more on them.

Secretary HODGSON. Well, we aire certainly in agreement that we
ought to do all we canl to, as you say, make heads or tails out of our
program.

We know we have some programs that are better than others and
we have better information on some programs than on others. We con-
stantly work to improve both our programs and our information
systems. I can only say this, manpower Programs in this country are
a relatively new thing, but they have produced some measurable gains
in our judgment.

I would just like to say with regard to your concern about the wage
level, Senator, we ato required under this legislation, as you know, to
pay the prevailing rate or to refer at the prevailing rate. The $1.20
just happens to be the floor, but the prevailing rate is the one that is
control ling.

Senator HARRIS. I might just say, I do not know whether you know
this Or not, but that 75 percent of the minimum wage in my office, not
by hie, by Pat Moynihan, and Jack Veneman came to see me last year
after I had opposed in this committee this bill as I do now. I am. op-
posed to the bill in the present form, and I think it is regrettable it is
not reformed, but anyway, Pat Moynihan said, "I do not think there
are ainy principles involved here, bu~t just methods," and I said there
wvere, -and lie said "Name one," and I said, "This business of minimum
wage. I do not think this is a labor union issue but goes to the heart of
your bill and whether y'ou want people to go out and work by their
owni efforts." Hle said, "I canl see that." He said, "Jcca' e ge
to set the minimum whige in that position ?" and Venemian said, "No,
wve cannot, the administration is opposed to that one."

Moynihan said, "How about going 75 percent, of the minimum?" and
Veneman said he thought that might be worked out, and eventually
about a week or so later that was presented by Secretary Richardson
in his presentation before "Common Cause."

Well, I just hope that as you study along with this thing you will
gain the same sudden realization that Pat Movnihan did that these
are basic kinds of principles and the trouble 'ith the system now is
that we have really not tried to make any fundamental changes and I
hope we will.
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If we are going to really change it, let's do change it and not add to
the system which has brought us to such a sad point.

Mr. LOVELL. A rather revealing explanation. urd
Senator HARRIS. That is actually how that occurd
The CHAIRMAN. Are you through, Senator?
Mr. Secretary, I want to ask you a few questions, I may have to miss

the next roll call vote to do it. I think we might keep you through the
noon hour if need be and finish your presentation on this bill.

Let me commence by saying I think you have been a magnificent
witness for your part of the ill.

I am not saying I agree with it, I just say I think you have done a
magnificent job in testifying for it.

You have been forthright and I do not think you have given any
answers that are deceitful.

You have given us the best information you could, and I think
that you are doing the best you can. We have an old expression down
my way, of course. It says sometime I am doing the best I can and that
is all a mule can do.

Now that come from an expression where somebody is beating on
the poor old mule to try to pull the wagon uphill and the poor old
mule is not moving and cannot pull the wagon, and beating him any
further won't move the wagnayfrh.

The best thing to do ispu a brick under it, and maybe if you took
two trips instead of one you will get there.

Mr. LOVELL. We do get a sensation of being pulled in a couple of
directions at the same ti-me, Mr. Chairman.

NoNcoNmRovERsiAL, PROVISIONS oF H.R. 1

The CHAIRMAN. As you can see, yout are confronted with some of
the same difficulties that confronted this bill last year, and I am not
talking about the good part of this bill that should have become law
last year. That was passed by the Senate by a unanimous vote. I am
talking about a controversial part that kept any of it from becoming
law. I would like to start off by asking if it -was not unfortunate that,
having passed a bill that had a great number of things in it that your
Department favored and that you favored, some of whch went beyond
what you were recommending in the same directon, by the way, pro-
visions that would have made it possible for the aged and the disabled
and a great number of people in this country to do just a lot better,
to then watch it go down the drain because we could not come into
agreement with regard to the coutrovers al phases of the bill about
which we have been talking today for the most part.

Secretary HornSON. Do you think it is necessary to make that
choice?

The CHAIRMAN. All I am saying is wasn't it unfortunate last year
we lost all those important provisions? T, for one, want to do better
by the aged. I wvouldolike to assure the single person aged, no other
income, $150 a month, that is what I would like to do. The committee
would not go that far but they went most of that distance with me.
We have to lose things like tha, many good things in the bill "because
we couldn't get the two Houses to agree on the family assistance plan.
I would like to ask you if you agree with me if it was unfortunate
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we had to lose those provisions for a year because we could niot resolve
the impasse on this item.

Secretary HoDosoN. Well, I hate to see anything that is worthwhile
lost by being held hostage by something else if that is what you have
in mind. I do think that this particular bill attempts to involve or
cover an enormous universe of conditions and needs, and I can under-
stand how it would take time to thrash out and evaluate and even-
tually balance all of the conditions that have to go into it. While I
think that it is unfortunate we were not able to get a bill of this kind
last year, I think we have got a much better one this year.

I think we have got the kind of a bill that deserves now some final
att-.ntion and shaking down but is one that does not have the same
range of difficulties that it presented this committee last year and 1,
too, hope the committee will look at it that way.

The ChAIRMAN. It is not new to me, Mr. secretary, to see us lose a
good bill because we cannot agree on some aspect of it. I was one of
the conferees when medicare died in conference between the Senate
and the H~ouse. That was one of those occasions where the adminis-
tration preferred it to be that way, they wanted to take the issue to
the public, at least the President did. We had a very good social se-
curity bill, and -a lot of good things in it that had to go down the drain
because the two Houses were adamant and the Congress finally just
adjourned and went home with the medicare controversy between the
Senate anid the H-ouse. That was the year when medicare was in our
bill, and it was not in the House bill.

At that time it worked out the other way around. We were fighting
for something that the Senate voted. I had not been one voting for it,
but it was thre and that is what the Senate wanted to do and the
House would not yield, so I know how these big breakthroughs tend
to hold up other things". I also recall your unemployment compensa-
tion bill had to wait 4 years for the same reason.

I know how it happens although I think it is somewhat unfor-
tunlate.

It looks to me like ignorance is the most surplus thing in America
and misunderstanding runs a close second. After that pollution is
developing to take thirda place.

I do not warit to misunderstand you and I do not think I have and I
do not think that you have misundlerstood me. I believe we have both
tried to w\,ork together for what -we think would be in the national
interest. Personally I am going to continue to work that -way so far as
I am concerned, Mr. Secretary.

I am not going to be beating you over the head and trying to accuse
you of a. lot of mischief, and I know you are doing what you can to
improve the conditions of the people of this country, and p-articularly
the working classes and the poor, and this is as the Good Lord gives
you light to see it and that is what I am trying to do.

I have been described as a great arch-conservative by some. When
I first came here I advocated w-elfare amendments and was regarded
as one of the flaming liberals, but there are certain things fundamen-
tal to me. With regard to this bill, it is not the cost that bothers me,
but whether this thing will work. I have my doubts that the contro-
'versial sections in this are going to woi k.
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REASON.,S FOR FAILURE, OF WORK INCE\TN1E PRoomx-[

Now, -1 think in fairness to you I ought to just tell you one thing
that bothers me about the way we are doing business under the WIN
programtn and the way this bill proposes to handle this OFP program.

Whn we initiated the WIN program in this committee, I think I
was the one who initiated it, my thought was if we would subsidize
someo 'ne going to work that that would be a better answer than to
have them on welfare. The WIN program got shot down about the
same as this bill did, first from the left and then from the right or vice
versa.

Senator Williams did not want to apply the work incentive pro-
gramn to private enterprise jobs. le was afraid he was groingr to sub-
sidize some fellow for hiring a chauffeur in his automobile which,
from hindsight, might be better than having to pay the entire wage
for him being on welfare.

And then our labor friends were very upset, and I am speaking
about the AFL--CIO and the other well, regarded labor organizations,
that we were going to ask someone to go to work in a job that he did
not want to take and, as you know, that is completely contrary to the
general theory of organized labor.

They do not think a man ought to be required to take any job he
does not want to take. It is sort of basically their view that work
should be voluntary.

If you can persuade someone to go to work, that is fine, but if he
does not want to take the job he should not be required to take it.
I gained the impression that organized labor asked the Secretary of
Labor at that time, one of your Democratic predecessors, to send his
people in here and say, "If you are going to have a program like this,
we ought to administer it." I gained the impression that one reason
they wanted it that way at the time was to get it in their shop where
the people over there were friendly to them, and that nothing was
going to happen in the way of having somebody go to work on a job
he did not want to take. Therefore, JI have been inclined to suspect
one reason the program has not been the success that I hoped for it
was that the desire of the Labor Department to have it in the first
instance was stirred by those who did not want us to press a person
into a job he did not want to take.

Do you find any basis to support that suspicion?
Secretary HIODGSON. Well, I think the problem is that the Labor

Department really does not have it. We really do not have control
over the very feaure that you mentioned that is whether a person
can get away from not taking a job. But the fascinating thing to me
is the extent of the difference beween the WIN progr am and what is
proposed in H.R. 1. A difference in control, one place, not a bunch of
States, eacha of which can muddy the thing as they want to; standards,

one nationwide standard, not 48 or 50 standards around the country;
penalties, certain work test conditions, and if they are not met, $800
lopped off.

Opportunities, new opportunities through the public employment
jobs program that does not now exist. Now, we either have to try to
find a traditional job for a WIN enrollee or they sit around and wait
for one to open up.
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Impedances to enrollment in the program. TIher~e is more money
going to he available for the OFP program. There is going to be child
care available that ~vill eliminate sonmc of the problems of enrolling
in WIN.

Finally, capability. We have improved with experience, we have
learned from the lessons of the past couple of years, and we have ex-
amined what has caused some of the problems.

But let's not stop and make it look like the whole WIN program
has been a failure. Actually, 49,850 out of 285,000 enrolled have been
placed in jobs. And, of all the manpower programs, WIN has prob-
ably the best retention-ini-jobs record.

The fact that 80 percent of all those placed stay onl the jobs at least
6 months is a higher retention rate than exists in private industry in
normal hiring. i1%at is pretty darned good. It shows that these people
if they do get training and get onl jobs, really want to get out of
the world of welfare, and are apt to stick with it. It is a very encour-
aging Sign.

In fact, it is the most encouraging sign about the program to me.
Finally, I think that the cost per placement has been sufficiently

modest to give us some hope from anl efficiency standpoint.
So I think we have something to build onl. We have some glaring

deficiencies that can be removed because they have been identified. As,
f see it, the OFP programs as it has been set forth in HT.R. 1, really
comes to grips with those deficiencies.

I UBFRIC SERVICE. EMPLOYMENT UNDER W'ORK INCENTIVE PROGRAM

The CHAIRMIAN. We provided at that time any public body could
get 80 percent Federal matching so it only costs them 20 cents on the
dollar to put a, person in a, job ais a result of this work inventive pro-
gramn, and they could put tip their 20 percent in kind, so that if you
needed to have Some work done-I see you shake your heoad.

Mr. *LOVELL. No, sir; anl individual has to receive at least 20 percent
more in wages than lie got in welfare benefits, so very often, the public
agency would have to put up more than 20 percent. If the welfare
payment of that State was less than 80 percent of the prevailing wage,.
the local body might have to put up 25 or 30 percent in c'_ash.

Secretary 1-JODGSON. That is what I mean.
Thie CHTAIRMINAN. In cash?
Mr. LOVELL. In money wages.
Secretary HLODG~SON. This has been a real impedance in matching

money.
The CHAIRMAN. My intention was that they could put up 20 cents

onl the dollar and the 20 cents they could pit up in kind, so if they
had-you are shaking your head. Well, I had intended that~ we niake
it that way. I know that was initially what I was hoping to do.

Secretary i1ODGSON. It sounds like a pretty good buiy, 20 cents oin the.
dollar, and you would think more States would take advantage of it
lbut more States have not taken advantage of it.

The States are so hard up recently.
The CHAIRMAN. We are trying to make that a hundred percent of

the matching money, are we not?
Secretary HlODGSON. Yes.



178

The CH-AIRMAN. Back at the time we were initiating this they were
scared to death we were going to bankrupt the Government havin
all the people take advantage of it. At least for those who are fearful
what that miaht achieve I guess we are able to show them it is not
bankrupting lhe Government by all the people being put to work in
matching this.

I think we can be fairly safe in saying we ought to try it a hundred
percent rather than 80 percent. You support that now, don't you?

Secretary HODGSON. Exactly.
The CHAIRMAN. I favor that.

TIkPLEWENTATION OF Au11BAC1 I RECOMME11"NDATIONS

There has been some work done by the Auerbach Corp. which was
employed by the Labor Department to suggest some, how this jpro-
gram could have been handled more effectively; why have not those
Auerbach recommendations been put into effect generally?

Mr. LOVELL. They have, sir.
When I say they have, we have addressed ourselves to most of the

questions that Auerbach raised.
Now, obviously the program is certainly not perfect, but we have

done a number of things that they have advocated. We have taken a
look at their recommendation in terms of our own organization, ad-
vocatinga strengthening of our WIN people. We are moving in that
direction. We are stren gthening both the national, regional, and local
levels, and the relationship between HEW and the Department of
Labor.

The point out, and we have been very concerned, too, that the 20-
percent matching on manpower programs has been a very, very serious
obstacle.

The CHAIRMAN. Right.
Mr. LOVrELIJ. And that can be matched in kind, manpower services

can be matched in kind. We and HEW were working with sponsors to
find ways of finding in kind contributions that can be made.

The Ci-HAIRMAN. Would you be willing to take a look, and I will make
available to you, the staff criticism of that program* as pointed out in
the staff analysis, those recommendations and- provide us with some-
thing we can put in the record?

Mr. LOVELL. Yes.
Thie C1AIRM3A-N. To spell out in greater detail bow, what these Auer-

bach recommendations were, and the extent to which you found them
either desirable or not desirable to put them in operation.

i\r OEL esir; we will do that.**
In all candor, to say we are running this program perfectly would

be ridiculous, we do not run any program perfectly. But we did hire
Auerbach. 'We think their comments were responsive and helpful, and
we are trying to the best of our ability to put them in effect. Some of
the Auerbach recommendations do require, new legislation, and, of
course, all of those recommendations I -believe are included under the
bill that you are considering now.

The CHAIRMAN. Ri ght.

*See app. B, pp. 344-35,7.
**e app. B, pp. 411-416.
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SUBSIDIzINo Lo-VAu, EMPLOY.MENT

Now, I believe that, I know there are a lot of us, quite a few of us
onl the committee, whether it is a majority or not I do not know, we
will find out when we get around to voting wh o think that it is better
to encourage a person to take a relatively -%N paying job and then for
us to subsidize whatever hie can earn at that job, than it is to have him
idle, and you generally share that philosophy, don't you?

Secretary HODGSON. Not to have him idle-that is the basis of the
bill as we see it. We very definitely share that.philosophy. We supple-
ment low wages under the working poor- provision of H.R. 1.

The CIhAIRXAN. Well, that is the way it looks to me, Mr. Secretary.

IMINPLEM1ENTING A WORK ETHIC

I find myself thinking sometime maybe it would help matters some
if we could get some of our wvell-regarded people in America who, mak-
ing- some of the best salaries, to get out and-do what some other
countries do, even some of the Communist countries, make a show of
it on some of their holidays-do menial labor, show we do not think
it is degrading.

When I go out and take a little exercise, I pick up trash just because
it makes the place look better. It might be good to let people know that
it is not demeaning at all to clean the place up-everybody ought to
do it. That is work that somebody has to do and it has dignity to it.
Everybody is better off because of it. Most people do not start at the
top anyhow, you are supposed to do something to justify getting up
there.

You are planning to implement that sort of work ethic, I take it?
Secretary HODGsoN. One of the things this program does it seems

to me is to preserve the work ethic which has really made this coun-
try what I think it is.

The CHAIRMAN. I know it is not regarded as being a good job for a
person to shine shoes, but, one main who works hard for his money,.
pointed it out to me this way, "Well, my barber can't hire anybody to
shine shoes. He is willing to provide the man with all the materials
and space."1

Anything the fellow can make shining shoes he can keep. The barber
would just *like to have the service available for his customers to help
bring some business in so hie can cut their hair for them. Is that an
unusual situation in America today?

Secretary HODGSON. Probably it is not only not unusual in America,
it is not unusual in the world. I just talked to a public official f rom an-
other jurisdiction who was telling me about an experience they had.'
They had a complaint from a young man who said that he had had an
application to be foreman for a street and park maintenance job reg-
istered with the Government headquarters for about 6 months'and he
had heard nothing from them, and wanted to know what the prob-
lem was. He advised me that they checked and found they a 1 p
plications for this job on the job level of a foreman bu tey had only
five applications for jobs to do anything. So that there is a bit of a
problem these days getting people to accept certain kinds of jobs.
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I think this is probably going to be resolved in two ways. One, a lot
of these jobs are disappearing, they are being done through mechani-
cal means and other things and that is the way most of them have dis-
Iappea red in the past 20 years or so. In addition, I think that there is
a resurgence of interesting manual work and work that has dignity,
that flows through being able to really do something and do it well.
A lot of that kind of work is done with one's hands in this country.
There is a shortage of skilled labor and there has been for some time. I
recognize we are probably going to have to build up our technical
training schools, our vocational education programs and give this kind
of work not only training and financial reward but a little bit more
public dignity than we have in the past.

The CHAIRMAN.'Well, let me just follow through with this shoeshine
story. Now this man says to me, "When I go in that shoeshine parlor,
1 paid for the shoeshine, but I did not get the shoeshine. I paid my tax
money for that shoeshine man to stay home."

Now, he is being. supported all right, but he is being supported on
money that otherwise he would have gotten for the shoeshine. Since I
had paid for the shoeshine, I might as well have had thc benefit of it.
The President certainly made it clear-he was held up to scorn him-
self for saying at Williamsburg that lie does not think just ordinary
simple work like scrubbing the floor is too good to do, he has done it
himself and he has done a lot of things of that sort, and he does not see
why other people should be above that. Most people have been brought
up, at least in my generation, to feel you ought to take any job available
to yu than to do without.

Mind you, I was enthusiastically for the WIN program. Some of
the same philosophy is involved here in the OFP program. It has this
thought to it, that Senator Harris finds objectionable, and others, that
after you put the person on welfare you are trying to make him go to
work.

I know I read the article in the Wall Street Journal the other day
discussing -the experience under this program, some people like to cal
it the, WIP program, the work incentive program, WIP, it is a whip
to make people go to work in menial jobs, slave labor or iomic such
thing as that, that would be a more appropriate name.

Now we can overcome that idea that we are trying to force somebody
to. go to work if we just simply said to them, I'Well, you are not
,eligible for the welfare to begin with. There is a job, take it. If you
do not want the job, that is all right, you can find something else to
do."1

If you approach it that way, that you are not eligible for welfare
because we have some jobs to be done, and only when they run out of
jobs which we would be willing to subsidize to bring them up to some
standards of living that we thought was acceptable or that the person
,could live in with some degree of dignity, would we put somebody
on welfare.

Have you given much thought to the idea of approaching it from
that direction, to say there, "You are not eligible for welfare so long
as there are jobs available. "

Ri ght here in the Washington -area, we can find a whole host of
jobs available especially if we are willing to add something to what
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the Job pays, and half the time the argument that the job does not
have stificient meaning to it is really that the job does niot pay

ellough.SUBSIDIZING Low-INCO-[E WORK

H ave you thought about it from that point of view that maybe we
ought to just approach it on the basis that, "You are jst not eligible
for the welfare because there is a whole bunch of jobs around here.
Just take your choice, anyone you want, take it, and we wvill add sonme-
thing to it, to bring your income up to something that, we think you
can get by on."

Secretary HODGISON. Well, in effect, that is the direction in which
11.11. 1 heads, only it does not do it as a prior condition.

I do not know if I understand fully, if you are really talking about
work relief; the concept that you do not get any welfare unless you
work.

TIhe CHAIRMAN. If there are jobs available.
Secretary IIoDGSON. It is a pretty attractive concept in many ways.

It might serve as a disincentive to go on the rolls for those that do not
deserve to go on. Of course, it is also attractive from the standpoint
of those who object, as most of us do, to the something-for-nothing
connotation some of the welfare people are charged with being guilty
of.

B~ut it does have, it seems to us, a lot of problems that would have to
be considered pretty seriously. We have a wage system in this coun-
try, a wage system of equal pay for equal work. We also have a web-
fare system that is a family supportive system and that system is
based on the amount the family needs, not upon the pay for work.
Wh1at work relief in the welfare system will do to the wage system
is something which has to be examined.

Thie ChAIRMAN. I think we can find a way to get around that, Mr.
Secretary.

Secretary H-ODGSON. That may be. But that is just one factor. The
labor market situation is another; whether these are productive jobs,
producing anything for the country or whether if they are just man-
ufactured jobs; 'whether they will create .9 straw boss bureaucracy;
whether they will really result in immobility of labor to the detriment
of national productivity. Also the work ethic itself; whether it would
be a disincentive to have work relief prevail. Then there are a lot of
administrative problems, such as how do you make sure these people
stay productive, how do you make sure they have the personal conduct
needed on the job, and job discipline. Because so many things are
involved in a program like this, I think anything you do on this ought
to be done on an experimental basis.

The CHAIRMAN. Let me just show you one way we could consider
starting this. For a family of four, you start paying taxes at the point
that you make $4,000, that is about how it works out, roughly, that
might not be precise but it is not too far off on it.

All right, you'are only making $2,000 a year, and if we then said,
"All right, we will make upl)-that is $2,000 difference, we said, "All
right, we will make up that half, the difference that brings the fam-
ily up to $3,000 level from a $2,000 level. If the job is one that actually
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'Pays the $2,000, the man is paid by the employer and then if we pro-
ceed to pay an income supplement to that family of four to increase
their amount to $3,000 we will raise it up $1,000, we are paying some-
body to work rather than not working, that is one way it could be
approached.

Secretary HODGSON. But, as I say, it might raise problems in an
industrial wage system where industry is paid equal pay for equal
work.

You would have two people working side by side and one has a
family of eight and one is a single man; they are doing the same
work but there is a wide difference in pay. How this will actually go
over with the workers, whether industry will accept this, what the re-
action of organized groups will be, I think there are so many aspects
that that will have to be approached on an experimental basis.

The CHAIRMAN. If we look into it and explore it, I think we will
find the precedents on a different basis, not on low-paid jobs
but well-paid jobs right there in Louisiana. The AFL-CIO are re-
sponsible for it being there, they kept coming to the State legislature
demanding pay raises. There is a minimum pay for their firemen and
policemen which the State legislature kept voting through without
providing the money for it and just about to bankrupt the cities to
the extent where they finally worked out a system where the legisla-
ture voted this minimum pay for the firemen, then it would vote an
appropriation at the same time, to simply mail a supplemental check
to go along with what the man was earning so as to bring his pay up
to what the legislature determined to be the minimum wage for the
firemen. But it has precedent in things of that sort, that have been
done.

Anyway, I think we oug ht to explore it and take a look at it.
Now, I would like to bring a blackboard in to show you what to

me are the fundamental problems in this bill.
You see, Mr. Secretary, I am not worried about the cost of your

bill. It is all right with me to spend $5 billion increasing the income
of poor people, it does not bother me at all. I guess I am like the
average person in my income bracket who would say, "Well, why
five, why not 10?" It would be all right with me to go beyond that,
but the question is--put that blackboard over there so we cv n both
see it. I have a high-paid staff here doing menial labor 'iere, Mr.
Secretary.

Secretary HODGSON. So I see, Mr. Chairman.

INCE-.STIVES, FOR NOT MARRYING

The CHAIRMAN. Now, let's just take a situation. I would like to
ask Mr. Stern to put the figures down. Take a woman with three
children, let's say, in Chicago or New York. She is entitled to about
$5,700. Let's put $5,700 in the middle of the board there.

Now above that put in M-3, that is mama plus three children, above
the $5,700.

Over to the left of that put father and $6,000.
All rih, over to the right of that juist add those two figures.

Now there is the typical example of the welfare. mess, as I conceive
it, Mr. Secretary, and I helped to make it that way so, I think I ought
to understand what we are talking about.
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That fat'ier has not married the mother and if you ask whNIy hie does
not marry the old girl, he says, "I cannot afford it." Sie is on welfare
with $5,700 benefits a year between the cash and food stamps and
other benefits. Father is working and hie sees mam-a, from time to time.
le is making $6,000 a year. Now their combined annual income is
$11,700.

Those people understand the welfare program better thian somie
of us do. They know that if they form a family unit, they (are going
to use most of that $6,000 income that father has in the reduction of
mother's $5,700.

I see yo re nodding and you understand that.
Now, they;_ are being advised by the National W11elfare. Rights Organ-

ization and by other people who sympathize with their situation,
what to tell the welfare people, how to conduct themnselves, howv to
refuse to let the welfare inspector come by except on an appointment
basis, and how to insist on a hearing if somebody tries to take them
off of welfare, and how to handle all this. So these people are firmly
on welfare and they will try to stay there from now until the good
Lord calls them home or until the children reach inaturity. The chil-
dreni will learn from mama and papa, and your own people have
confided to me that the real problem is not the father deserting the
family, making them ineligible for welfare, the problem is the family
unit never formed to begin with.

That is not news to me; I kne w that a year ago.
Now right down below that, let us put a second situation. Now

married, let's take a fellow making more, he is making $7,000 plus
mother, she is getting zero . All righrt, that equals $7,000. All right
now, father No. 2 is married to th sister of father No. 1, and he
looks at this thing and says, "What kind of saps are we? Here we are
paying taxes so as to support my brother-in-law, and that sorry no-
account woman he lives with. They are getting $11,7100 and we are
getting $7,000'and we are paying our taxes to support them." It makes
father No. 2 feel like he is a complete fool for having done the honor-
able thing and he is outraged at society. You can take fellow No. 2,
if you want to, and raise his wages up to $7,000, $8,000 $9,000,
$10,000, $11,000, all the way up to $11,700 and he is still outraged
at the situation.

Now I cannot find that the bill is going to solve this problem. I
honestly think that mischief has become so widespread, I mean vari-
ations of it, that if we do not get at that problem, the welfare mess
will be just as bad as it was before. And I also find myself thinking
that if we try to solve it tomorrow that there. probably wll be
march on Washington that would make this hi p pie mac oWa
ington sail into insignificance. That is the welfare mess.

I would like to ask you how do we solve that part of it.
Secretary HoDO5QN. Well, I think there are not many mother and

three children groups getting that amount of money.
The CHAIRMAN. There are plenty of them in New York and

Chicago.
Secretary HoDosoNv. Well, there may be such instances but the fact

is you pointed up a problem that exists when we try to solve the
problem of chasing the man out of the house, and chasing the father
away from the home with the current kind of welfare situation.

6,5-745-71--13
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The filet is, we have to take at look at this and come up with some
prLoposals to deal with this as well as with the other one, and I under-
stand that we are currently involved in doing that.

The CHTAIRMAN. Mr. Secretary, juist to take that first situation
again, and I (10 not believe in looking upon these welfare people as
thought they are different kinds of people than -I am-I like to think
we are all human beings and I buy that philosophy of the Civil Rights
Act. We are all the same kind of people, and that, but for the grace of
God, could be me.

But if you look at that type of situation, if that were my daughter
or your daughter getting involved in that kind of situation, in the be-
ginning you would not have told her to go down and get on welfare
with the work ethic and the gener al attitude that you were taught with
your father and mother, you would say when she had the first child,
"Daughter, if that man will not marry you, we are going to sue him
and we are going to have the judge declare him the father of that
child and we-are going to have a court order that he owes support for
that child, so he will help to share the burden of supporting the child,
and so he is going to have to do his duty towards his children even
if he will not do what we think is the right'thing toward the daughter."

Now, ta minimum it would seem we ought to start undertaking to
unravel this mess, not by putting mama to work, but by making papa
admit to the paternity of his own child and do something about it.

Do you agree with that?
Secretary HODGSON. Well, how about doing both?
The CHAIR-MAN." Well, I am not sure that mother ought to be working

with those children, but I would like to ask you-
Secretary HODGSON. If there are children over 6, two-thirds of the

mothers in America would already be working.
The CHIR~nMAN. If she has one of those children below age 3, under

that bill you are advocating she would not-be working?
Seci etary HODGSON. That is right. I think you would have to par-

ticularize. But the important thing is, we have to come to grips with
this situation and I do not believe the current bill does it. However,
I understand HEW is working onl this problem.

FYI MAouL CIILD S-UPPORT LAW

The CHAIRMAN. Mr. Secretary, I was trying to explain to an au-
dience that I thought we should have a Federal child-support law,
so the Federal Government could help that mother when the father
departs beyond the State boundary to try to escape his duty to help
support his own family. A very fine lady in that audience came up and
said:

Well, now, Senator, I am not on welfare, but If you are going to pass that
Federal chid-support law, would you please make It broad enough so as to help
me reach that husband of mine who will not help support my child because he
has taken off and he has gone somewhere else and he Is In a second marriage, but
he still has this obligation to contribute something to support these children
he left me here with.

Maybe we should go broader than that, but would you agree with
the thought that we should have a Federal child support law so that
we could say to the Internal Revenue Office, "There is the fellow
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we are looking for right there," just go serve him with a petition
tomorrow.

Now it miay be that you cannot squeeze blood out of a turnip, but
mny father's generation took the view that even if youi cannot squeeze
blood out of that turnip, you canl sure put thatt. turnip inl jail. At that
point, if hie does not want to work, you canl put imii to work, youl can
p~ut himi out there onl a roekpile making big rocks into little rocks. So
th~atyou could put himn to work (10mg something, doing the first decent
thing in his life, even if you had to have himn in convict stripes to do it.

Now that might soundly awfully tough, but the starting point is to
first assist that man legally with doing -the honorable, decent thing to-
wards his own children.

Would you be -willinig to meet that part of the p~roblemn?
Secretary HODGSON. M-1R. 1 does provide that that obligation conl-

tinues and if he crosses the State line to elude it, the father has comn-
lnittedl an act for which hie can be penalized.

The CHAIRMAN. I do not think we are going, to get that quite that
way, Mir. Secretary. I think we are going to have to have something
morto sophisticated than that. We are talking about crossing a State
line with intent. The problems is not that hie crossed the State line but
one of proving the intent. IFf you try to convict him of a criminal act,
thiat is a, pretty complicated thing to do. It looks to me as though we
should just get ourselves soi-e-ting where you (lid not have to convict
him by a unanimous verdict of 12 people after a month's prolonged
litigation. Sue him by the preponderance of evidence where either
more onl that jury tend to believe hie is obligated to support those chil-
dren than those who believe otherwise, and whIere the burden of the
evidence tends to indicate he has an obligation. Let's proceed onl that,
basis. I think it would be a better approach.

Secretary HODGSON. I come to the "whA~at" part, of this question; onl
thle "how" part of it a man more familiar with that word will have
to make the judgment onl how to do it.

The CHAIRMAN. It seems to me that that is the welfare iness, and so
far the bill does not get to it, I regret to say. Tjhe strong provisions we
put in last year's bill are not in the bill the House sent up.

Secrtary HODGSON. The problem of getting at it is this problem of
prmovi ng i ntent, which you do not think is a viable way of getting about
it.

The CHAIRMAN. In the first place, it is easier to win a civil case
than a criminal case, so wve would do better to proceed civilly than
criminally in most instances. The criminal thing is all right with me
if you can prove all that, but all you admit doing is achieving exemn-
plary punishment in cases like that, isolated cases. I think the answer
would be to reach a lot more of them by making it an easier lawsuit
for the l awyer to win, too.

Lawyers tell me that the easiest kind of case there is to win is a case
to have a father declared to be what he is in fact, the father of his
children. The jury looks at that mother and that little child and sees
that the baby needs milk and the baby needs shoes, and if the mother
has two prospects, the tell me that she can point out either one of
theman the jury wiAl go along with her. So we probably need to
have a better approach iii trying to solve the problem than we have
achieved until this month.
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If we cannot solve this, welfare is going to continue to be just a
great big mess. No matter how much you subsidize, as long as mother
keeps having young children, you cannot put her to work under the
bill. that you hav here, and if YOU continue to raise people's income
where the income is already $1 1,700 ,you are just spi~lning your wheels
and digging in. deeper without moving anywhere until'you get at
what is fundamentally wrong with that situation. Administratively,
it is not possible to so lve it that I can see, until we work out a system
vi.,dnr which father would be declared to be the father of his child,
obliged to make payments to support his own children and assume a
family responsibility. When we get that part of it nailed down, it
seems to me that the rest of this thing might fall into shapefa lot more
easily.

Well, thank you very much, Mr. Secretary.
You have made a very fine witness here today. The hearing will be

resumed on Monday morning, with Secretary Richardson, at 10 o'clock.
(Whereupon, at 1:30 p.m., the committee adjourned, to reconvene

Monday August 2, 1971, at 10 a.m.)



SOCIAL SECURITY AMENDMENTS OF 1971

MONDAY, AUGUST 2, 1971

U.S. SENATE,
CommrITTEE ON FINANCE,

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

New Senate Office Building, Senator Clinton P. Anderson presiding.
Present: Senators Long, Anderson, Ribicoff, Byrd, Jr., of Virginia,

Nelson, Bennett, Curtis, Miller, Fannin, H-ansen, and Griffin.
Senator ANDERSON. The Chair will recognize Senator Ribicoff as our

first interrogator.
Senator RIBICOFF. Thank you, Mr. Chairman.

Co~iiriuusoN BEiTwEE;,N BENEFITS FOR AoED) PERSONS ANT) FA.1ILTES

Mr. Secretary, I-J.R. 1 raises benefits in the adult category for a
couple to $2,400, and this we should commend because it takes anl adult
couple out of or up to the level of the poverty line.

H~ow do we justify paying $2,400 to an aged couple and only the
samne $2,400 to a family of four?

STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY JOHN
G. VENEMAN, UNDER SECRETARY; ROBERT M. BALL, COMMIS-
SIONERt, SOCIAL SECURITY ADMINISTRATION; HOWARD NEW-
MAN, COMMISSIONER, MEDICAL SERVICES ADMINISTRATION;
AND STEPHEN KURZMAN, ASSISTANT SECRF TARY (LEGISLA-
TION)

Secretar y R1rnIA.'1ScG . "here are two ans-% cis to that, Senator Ribi-
coff. One, th $2,400 is minimumim which would, of course, as you
icnow, be supplemented -Jii most States. The other answer is 1ihat
this is a program which aims at encouraging people to work and
which would, in most cases, contemplate the supplementation of the
$2,400 in any case by some earnings

PROSPECTS FOR STATE StJPPLEAlEN'TARY PAYMiENTS

Senator RiBicor-F. Well, if you have a mother with three children,
who are young, and most of them are in the AFDC class, you are not
going to get much work done to supplement the $2,400. And many
States won't supplement that. The tendency is to cut back in supple-

mentation, whether it is a supposedly liberal Governor like Rocke-
(187)
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feller in New Yorkc, or a conservative Governor like Reatgan iii (Cali-
forn-a. The tendency to cut back is "IIVwing rncross the Nation.

TvL'tftl'y/ RICITARD.110N. Onl the other hand, Senator Ribicoff, the
effect of tiie save harmless clause wvill be to hold State expenditure
levels to t li 1971 level achieved, thait is, I le level ahee hsclna

Teresult of thiis, in effect, tlhorefore, will be that in the future the
States are not, under the, same press, ; t economize that theyar
under now in the face of --j 3ingr costs and caseloads.

Senator RIBICOFFk. Wh1at, do) you do with the States that don't have
ainy supplementation and will be frozen in ait tuec 1971 level. 11' they
won't move to r'1,ise benefits above $2,400, wh-lat do wve dto for thie ilimily
of four?

ADULT VS. FAMILY ( ArEXAMIE,8

Secretary RICHIARDSON. In that Case, the Con1gr-ess Will'. in the lon1g
run11, have to decide what any appropriate- adjustmlent of the national
program is. But your initial question was wiiat was the justification
for distinguishing bet'N ven the adult categories and the families. There
is in that connection a further point to be made, that it is assumed, oil
the whole, in determining the relative fiscal relief afforded to thie
States under H.R. 1 that the States will largely get out of the business
of making payments to the adult categories.

To put it the other way, this wou(T be essentially a more Comp~letely
federalized program.

Senator RwwIOFI'. Now, I am assuming the dilemma the administr-
tion is inl with providing assistance for famnile or501 single individuals
and childless couples is flhe fact that~ to pay thlemy benefits comparable
to thie adult category would require too nuichel mToney. Isn't it a finan11-
cial problem? I am sure that neither you nor the President are so hepart-
less that you would not, want to pay at childless couple, a single inchi-
vidualq or a family of four enough to bring then up to the pov-erty
line. lsmit it the additional cost that bothers you ?

Secretary RichIARDsON. Yes, it is. You may recall, Senator Ribicoff,
at the close of the last hearings I said I would like to present to the
committee the operation of at gadget we have developed since the last
hearing, which I think illustrates this problem, and I would like to
get to that at some point. This might be as good a(s an1y, inso-far as the
cost considerations you just touched onl are a funeflon of the basic
benefit level, the tax rate, and the break even which, in turn, determine
the numbers of families covered and therefore the costs.

1PiIomi~lE5 AMN-Gl 168 FE)EhIA[. 1PoAvirTy lPR0ORAM51 AMI) EVALUATION
or Pmioon.k'is

Senlator RIBICOFF. Let met put it this way. I think the time has come
for the executive branch and Congress to start examining what we are

gtigfor our poverty expenditures. I am going to turn over to you
a listing of aill the programs involving expenditures in the field of
poverty. There are some 168 programs costing about $31 billion.

Between now and the time we come back onl September 8, 1 would
like the administration, the Office of Management and Budget, H-EW,
the Department of Labor, HUD, and OEO, to submit to this commit-
tee your ranking of these 168 programs in order from. those you con-
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sider the best to those you think are worst, those that you consider the
most- important and essential and t-,hosv the least.

Would also like the administration to submit to this committee al
evaluations, analyses, mnd studies that agencies of the Government
have made of all these programs as to their effectiveness. As I look at
the figures that I have, 25.5 million Americans live InI povertyN. If these
Americans had no income whatsoever it would take $29.9 billion to

ofn le up to the p~overty level. But these 25.5 million people dto
hvincome amounting to'$18.5 billion. rherefore, an additional
amout ofsom,-, $11 billion could move everybodly above the pover-ty

level.
Now if we aire making expenditures of $31 billion onl poverty pro-

gramns, and if there is at great question as to what portion of thle 25.5
million p~oor~ people are being taken out of poverty because, of these
programs, and if you consider that by the eliminaion of $11 billion
worth of these programs we might be able to take everybody out of
poverty, I think we should start examining the need for all of these
programs.

I don't expc you to have an answer to thiis now because this is quit('
Complicated. But m y feeling is, if we are going to make a coin prehell-
sive study in this committee about what we want to do and wh- ere we
aire going, I believe that the executive branch in the next 6 weeks
should analyze these programs for the committee. I know I want to
look at such an analysis and perhaps other members of the committee
would like to analyze the programs, too.

Secretary Iici[AIIDSON. Well, I think it would be at very usef ul under-
taking, Senattor Ribicoff. We began to work onl this following your
speech onl this subject the other clay. Onie of the things that wve need to
look at, first, of course, is the breakdown of the $31 billion itself.

Senattor Rmicotw. There may even be more. This is only the break-
down that my staff and I have been able to bring together. We will
turn that over to you, but there may be other expenditures, that we
haven't been able to discover.

You and I know that there are, so many programs in the Federal
bureaucracy, most of them initiated before this administration cine
to office, that there was no way of knowing what is happening or what
is being accomplished.

From time to time we do receive information of studies that have
been macic.

OEO in 6 years has spent $600 million onl evaluation. I don't know
what 1TEW would spend on evaluating its own programs 1)ut I would
be surprised if you spent $600 million. TrI~~e is a new profession or at
new business ini this country in which people are making one study
after another for OEO whicht now has quite a bureaucracy of its own .

From 1965 to 1971 the non-I-eadstart community action prorr~iams
have cost the Federal Government $3.3 billion. There are some 930
local community action agencies and everyone says they do a Ibet:ter
job than the inflexible uncommitted bureaucracies of city halls or State
houses. B~ut the question is do they do a better job?

Kenneth Clark of New York studied these programs for 2 ycamrs aniid
hie says thle campaign against poverty has been evaded. Hie says the
program had verbal promises but resulted in little noble improvement
for the poor. This contributed significantly to thle fuel of urban
conflagration.
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The question with "maximum feasible participation," is whether it's
participation or "maximum feasible manipulation."

Let's take Prince Edward County: According to a former leader
the real political and economic power here has not changed, and the
new game is a white attempt to use black leaders to convince other
blacks that everything is fine, and everything is not fine.

A 1970 San Diego case study says GEG programs have failed to
alleviate poverty.

We have these evaluations but very few of them have ever surfaced.
They are kept in-house. I think that the executive branch, yourselves,
the President, Mr. Schultz, the Office of Management and Budget and
we as Senators and Congressmen who keep voting these huge sums of
money to end poverty ought to know what we are getting for our
money. There are more people in poverty today than there were last
year and yet we have some $31 billion budgeted to help end poverty in
1972.

Mr. Chairman, before you came in I asked the Secretary to sit down
with I-IUD, OEO, the Ofice of Management and Budget, the Depart-
ment of Agriculture and every other ag ey that is participating in
the expenditure of some $31 billion to end poverty, to list for this
committee, their priorities for the 168 programs that cost $31 billion, I
also asked the Secretary to submit with that ranking the evaluations
that have been made whether these programs are working. We may
find that much of the money is being spent to alleviate poverty does
not bring a, single person out of poverty. Therefore, we can take that
money and increase what we want to spend to really take people out of
Po-(ertv l)v providing them direct financial assistance.

These are the requests T hafve made for the Secretary and T hope T
have your approval, Mr. Chairman. T imagine the Chairman will start
i irtber hearings sometime in mid-September, after we come hack

.Senrmnbr 8 and we will then have this information for all of us to
study to help us in marking up the bill.

The, CHrATRIMAN. Fine. W. will ren-uest; that, information, and T am
surne that, in so far as if. ecan be provided thatt the Department will pro-
vidle it. Can von provide, tha,,t information, Mr. Secretary.

Secretary RTCHARDSON. Yes, we can; we will do our best. Tn the case
of the evaluiations, T don't have a very good feel for what it would take
to provide a bibliography within that time. There have, as Senator
Ribicoff hans Pointed out, been many evaluations made. One of the first
things T did upon becoming Secretary of H-EW was to ask for ain
evaluation of our capacity to evaluate and an accounting for what had
been done by way of assessing the effectiveness of our programs with
the evaluation money that had already been spent. T have had a, couple
of interim memos on this. We should get further answers within the
next few weeks.

(Initial information sunplied by the Department of Health, EJdu-
cation, and Welf are follows: Further material supplied will be
printed, as it is received, in a subsequent volume of these hearings.
Hearing continues on page 202.)

AUGUS$T 10, 1971.

FEDERAL OUTLAYS BENEFITING THlE POOR

The tabulation of Federal programs benefitting the poor provided by Senator
Ribicoff was prepared In January of 1971 by the Office of Economic Opportunity,
In conjunction with the Office of Management and Budget. Subsequently, a more
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refined analysis shows a total estimated outlay In fiscal year 1972 of $27.558
billion. A description of the methodology Is attached at Tab A.

The summary by Agency at Tab B divides expenditures Into three categories:

I. HUMAN INVESTM ENT

These are programs to assist the poor to break out of poverty, Including work
training, education, and community and economic development.

11. M1AINTENANCE/POVERTY ENTITLEMENTS

These are programisspecifically for low-income persons.

Ill, 'MAINTENANCE/NOWM AL ENTITLEM~ENTS

These are programs for which some poor persons qualify for some rcas4on other
than poverty--e.g., because of prior work experience (Social Security) or veteran
stat us (certain veterans programs).

Finally, the detail on the approximately 170 programs, for Fiscal years 1968-
1972 Is Included ait Tab C.

The Administration will have a bibliography of evaluations of these programs,
Per Senator Ribicoff's request, by September 8. We have also been asked for
several breakdowns of the statistics.

In response to Senator Byrd's request (page 288) to split out expenditures
for social Insurance, the following expenditures aire financed through trust
funds (fiscal year 1972)
Cash B3enefits:

Billions
Social Security (Survivors, Retirements) ------------------------ $6. 703
Social Secuirity (Disability) ----------------------------------- -. 825
Raillvay (Retirement, Disability, Survivor, and Sickiness) -----------. 384
'Unemployment Insurance--------------------------- . 410

Sub-Total--------------------------------------------------8 1

Medical Benefts:
Medicare (Hospital Insurance) -------------------------------- 1. 585
Medicare (Supplementary Medical) ----------------------------- . 562

Sub-Total ------------------------------------------------- 2.147

Total----------------------------------------------------- 10. 538
If wve subtract this "social Insurance" component from the grand total of

$27.358 billion, the remaining $10.820 are general revenue expenditures which
beneft the poor.

In response to Senator Ribicoff's request to analyze overall expenditures In
order to determine whether additional cash benefits might be paid to the poor
by eliminating some of these programs, we provide the following analysis. Of
the total of $27.358 billion, $13.801 are cash benefits going directly to the poor.
Thus we must examine the remaining $1,3.677 l~illon.

Food programs (F ood Stamps, Surp~lus Commodities, School Lunch Programn,
etc.) account for $2.030 billion, leaving $11.647 billion.

Medicare and Medicaid account for $4.302 billion, leaving $7.345 billion.'
Housing subsidies total $0.553 billion. Social services total $0.742 billion.

Health programs (Family Planning, Migrant Health, Drug Rehabilitation,
Indian Health, Maternal and Child Health, Veterans Hospitals, Crippled Chil-
dren's Services, Mental Health Centers, and others) add another $0.943 billion.
Manpower programs (JOBS, Operation Mainstream, Neighborhood Youth Corps,
Foster Grandparents, WIN, Indian programs, MDTA, and others) add $2.067
billion. Education programs (Head Start, Educational Opportunity Grants, Up-
ward Bound, Educationally Deprived-Handicapped, Migrants, Institutionalized
Children, Indian Programs, Vocational Education, Adult Basic Education, and
others) add another $1.912 billion. The total of this paragraph Is $6.217 billion,
leaving $1.128 billion.

I Tab C Includes medicare and medicaid In the health total.

BEST COPY AVAILABLE
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True remaining $1.128 billon includes Model Cities, VISTA, Migrant assistance,
Community Action Operations, WIN Child Care, Economic Development assist-
ance, H-ousing Loans, Farm Extension programs, and others.

II.It. 1 (does eliminate tile food stamp, program for assistance recipients anti
replace It with cash, in the spirit of tile Ribicoff request. It Is difficult to assess
which of these other programs, all of which provide direct benefits to the poor
or contribute to breaking the cycle of poverty, could be eliminated in favor of
(lirect cash benefits to the poor. This we leave to tile Committee.

TAB A

The figures Ii tile attached tabulation are estimates of direct benefits provided
to the poor (persons below the Census-Bureaui-defined poverty thlreshlolds) by the
Federal government expenditures and direct loan programs. Tile figures shown
represent outlays rather than obligations or budget authority. In all cases, tile
figures shown are tile estimated portion of p~rogramn funds going to tile poor,
rather than the total funds for thle p~rogramn. Details may not add exactly to
totals because of rounding.

For Fiscal Years 1968 through 1970, calculations ware started froml actual out-
lays figures. For Fiscal Year 1971, the starting p~oin~t for bothl the original and
the revised figures was tile estimates appearing In the Fiscal Year 1972 Budget
Appendix (issued in January 1971) for outlays (luring Fiscal Year 1971 (which
ended on June 80, 1971). Fiscal Year 1972 figures-bothi original and revised-
wvere calculated beginning with the estimated outlays that would occur If the
President's Fiscal Year 1972 Budget request were passed In toto and the full
amounts app~rop~riated. In arriving at estimates of the proportions of program
outlays going to the poor, calendar year 1909 poverty thresholds were the latest
poverty thlresholds used (since they were the most recent thresholds available
whlen tile Fiscal Year 1972 Budget was issued).

Although most of tile program numbers anti titles In the attached tabulation
aire from the Catalog of Federal Domestic Assistance (CFDA-the April 1970
edlitionl and the October 1970 update), the basic units used In assembling the talbt-
lation were generally the appropriation accounts and lines within appropriation
accounts as shown In time F fiscal Year 1972 Budget Appenldix. Tilis Is the reason
for the way In which a nummier of CFDA programs are aggregated or disaggre-
gated. This Is also why no estimates were made on tile proposed new money for
General and Special Revenue Sharing (since these did not appear In tile Budget
Appendix). Similarly, programs that were proposed for conversion to Special
Revenue Sharing are shown in their present form (since this Is how they appear
In the Budget Appendix) rather than as Special Revenue Sharing funds.

Tile figures In the attached tabulation are a revised version of tile figures used
In ORO's January 1971 press b~riefings and In tables L-7 and L-8 of the Special
Analyses volume of the Fiscal Year 1972 Budget. In order to improve the quality
of estimates of Federal aid to the poor, ORO made several major revisions this
yeair in th(e procedures for deriving these estimates;. Th first Installment of these
revisions was reflected In tile January 1971 figures, and Ns tile major reason that
these figures were lower than estimates made in previous years. However, tile
January figures were assembled under tile tlgmt time constraints of tile budget
procevss. For these reasons, It was often not possible to verify howv tile estimates
sup~plied to 0MNB for this tabulation were derived. In addition, it was not possible
to Include certain small programs In the tabulation at that time.

Since January, the revision In estimating procedures have been carriedi
thlroughl to completionl. In tile course of verifying the estimates, it was round
that some1 agencies liat been using definitions of "low-income,' persons that wer-e
not consistent with the Census-Bureau-defined poverty thresholds. In other eases,
the most recent data available for programs ha(1 not been used. For several siza-
W~e Income security programs,, funds for program administration (which do not
(-onstitute (direct lbene'fits to the poor) hadi Incorrectly been Included. All of these
short(-oings were rmed~ied in tile revised figures, which were completed In
June. These figures accordingly represent a marked Improvement in accuracy
over the Januafry figures. In addition, they cover more prograims-179 (four of
them inactive Ii Fiscal Year 1972) rather than 168. The Fiscal Year 1973 tabui-
lation of Federal aid to tile p)oor will Incorporate the Improved estimating tech-
nitiues and data used In the June revision of the Fiscal Year 1972 figurell, as well
as any other Improved techniques aind data whichl become available, between
now andl( next winter.
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NOTE

1. Federal outlays benefiting the poor may be classified in two ways-accord-
Ing to how poor persons qualify for them (Poverty Entitlement vs. Normal En1-
I ittement), and according to how they benefit poor persons (Humian Investment
vs. Maintenance).

(a) P1ovorty Entitlement prog-ranis are programs for which persons qualify
sp~ecifically because they tire poor or have low Incomes. (Progranis for low-iconie
areas are also Included in this category. So are programs for Indians 1and m1i-
grant farm laborers, even If the programs (10 not have at specific neans test; 11h1s
is done b cause the Incidence of poverty in these two groups approaches 100%ll).

(b) Norntal flentitlemnt programs are programs for which poor persons qual-
ify for some reason other than their poverty-e.g., because of prior work experi-
ence (Social Security andl unemployment benefits) or because of veteran status
(certain veterans programs).

(e) Hluman Inv('~tflmctt programs are programs Intended to benefit tihe poor
by assisting them to break out of the cycle of poverty. This category includes
programs that actively p~romnote tile development of work skills, education, and
community and economnice development.

(d) A1fainteniance programs are Intended to sustain life and ameliorate the
hardships4 of those wvlo receive aid from them. In exceptional high-beneft siua-
tions, they may sometimes lift persons out of income-defined poverty. H-owever,
their primary orientation Is toward minimal support rather than toward helping
people break out of the sociological cycle of poverty. This category includes in-
come support programs and food, health, and housing assistance.

2. The "Poverty Entitlements" anol "Normnal E~ntitlemients" categories in 0101's
.Ja nuary press briefing aire actually Maintenance-Poverty Enrtitlements andi
MaiNntenaince-Normial Entitlemients, respectively, In terms of the above

(leflinitiollS.
3. The 11umatn Investment totals on p. 11 are made up of the following pro-

grais; all Education programs; program 13.217 (Family Planning Projects):
aill Manpower programs: mll programs under "OTHER-Conimunity Action Op-
eration . . . and Model Cities"; and] all programs under "O0TITER-Misc. Human
Tfl vestmnenit.''

TAB B

DETAILS ON FEDERAL OUTLAYS BENEFITING THE POOR IN FISCAL YEAR 1972

[Billions of dollars]

I ncome I ncome
security security Educa- Man.

Total (cash) (In-kind) tion Health power Other

1. Human Investment.- - 5.0 .... 1.9 0. 1 2.1 0.9
A. 0GED 8 . . .... . . . .. .... ... .

1. Community action .8.----------6
op erati ons and
r elated p rograms_ .6 ------------- --------------------------. 6

2. Early childhood
development.. .2----------.2 .....................---

B. HEW_. 2.1 - --- 1.4 .1 .6 .1
1. Education of disad-

vantaged children -.8 .8 .. . .... - - --- --
2. Higher education for

the di^sadvantaged- .3-----------------.3---------------------.....
3. Early childhood

development'-, .2--------------.1--------------------..1
4. Vocational educa-

cation and other
education-~. .2--- ------ .2---------.. ..............

5. Vocitinnal rehabi-
ltation-- - .4- ---------------------. 4....

6. Work incentives - - . .2 .2 - ---
7. Other---------- -. 1 .1 (2)__.

C. Labor. - - - prgrm 1.4- 1.4 . ...
1. Manpower porm

for the disad-
vantaged -. 1.2 -- - - -1.2 -

2. Employment service
and other- . 2 .2 .. .. ..

D. Other (Interior, HUD,
Commerce, etc.) -- .6 -. 2 --- 1 .3

See footnotes at end of table.
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DETAILS ON FEDERAL OUTLAYS BENEFITING THE POOR IN FISCAL YEAR 1972-Continued

[Billions of dollarsi

Income I ncome
security (securityTotal (cash) (n-find)

Educa-
tion

Man.
Health power Other

11. Poverty entitlements ...........
A. 0OEO .................

1. Health and nutrition..
B. H EW..................

1. Public assistance ....
2. Social services ...
3. Medicaid ........
4. Other health...

C. Agriculture.............
1. Food programs..
2. Housing .........

D. VA...................
1. Pensions.........

E. HUD ..............
1. Housing assistance

payments and
other..........

F. Other (Interlor) .........
1ll. Normal entitlements............

A. H EW..................
1. OASDI ..........
2. Medicare .......
3. Other (including.

health) ........
B. Railroad Retirement Board.

1. Railroad retirement
benefits....

C. Labor.................
Unemployment

Insurance and
other..........

D, VA...................
1. Compensation ...
2. Medical and other...

E. Agriculture.............
1. Food programs..

10.9 5.1 2.4----------- 2.6........... 0.7
.2 ........................... .2 ................
.2 ........................... .2 ................

7.3 4.2 ................... 2.4 ..... .7
4.2 4.2.........................................
.7............................................. 7
2.2........................... 2.2 ................
.3 ........................... .3 ..............
1.9........... 1.9 .........................
1.9........... 1.9 ...............................

.9 ~ ~~~ 9....... . ..................
.6........... .............................. )

.6 .......... 6.............................. (2

.1 .1 .......................................
11.5 8.7 .1........... 2.6....
10.2 7.8 ................... 2.4........ ?
7.6 7.6..........................................
2.1........................... 2.1 ................

.4 .2................... .2 ...... (2)

.4 .4..........................................

.4 .4..........................................

.4 .4..........................................

.4 .4..........................................

.4 .1................... .2 ................

.1 .1..........................................
.3 (2) ......... .2 ................
:......1.........................................
.1 ...... ........................................

I Outlays for Headstart are expected to be made both under the OEO account (included here in OEO/early childhood
development) and an HEW account (included here In HEW/early childhood development). Outlays for follow through are
expected to be made both under the OEO account (included here in OEO/early childhood development) and another HEW
account(included here In HEW/education of disadvantaged children).

a Less than $50,000,000.
Note: Details may not add exactly to totals because of rounding.



TAB C.-ESTIMATED OUTLAYS BENEFITTING THE POOR

(in millions of dollars)

CFDA I Fiscal year-
Program
number 1968 1969 1970 1971 1972 request
(if any) CFDA or other program name actual actual actual estimate (estimate)

Grand total.................................................... .................... 16,224 17, 773 20,110 24,939 27, 358

Irncome security--Total.........................._..................................... 9,455 10, 336 11,671 14, 767 16, 443

Income 3ecurity- Cash beneito-Total_.................................. ......... --- 9,003 9,708 10, 628 12, 704 13, 861

13.722 ... Old-age assistance..... ----................... ...................................... 761 768 808 966 1,050
13.704-...Aid to the blid... ... .... ................ ...... .. ........ ......... ............. 26 25 28 30 31
13.705-...Aid to the permanently and totAlly disabled .............. ................... ....... ......... ..... 181 206 252 318 381
13.703 ... Aid to fwmilies with dependent children ............. ........................... ............... 1,048 1,257 1,466 2, 180 7,715
13.709 . .. Emergency welfare asni stance ... . .. . ... _............ . .. ........ .... .2 5 7 9 ..
64.104 ... Pensinfotr nonservice-connected disiit fr veteran ..... .......:.:................ 311 320 331 341 3
64. 105. ._Pension to veterans widows and children......................................................... 394 426 457 506 0 1
15.103 ... Indian-Child welfare assistance ....................................................... ..
15.113 ... Indian-General assistance ............ ......... ............................................ 20 21 30 53 57
15.116..- I ndian -Ilnusieg Improeenrt............... ....... ............................
13.803 ... Social security--Retirement Insurance..................... ......................
13.804 ... Social security --Special benefits far persona aged 72 and over.....................................1 5,639 5,387 5,779 6,386 6,763
13.805 ... Social security-Survivors Insurance ........................................................
13.802 ... Social security- Disability Insurance........................ ..................................... 574 628 694 779 825
13.806 ... Special benefits for disabled coal minersa...... ........................................ ............................... 4 101 169
57.001 part. Social I nsurAnce far railroad workers (retirement, disability, survivor, sod sickness benefits only).............. 337 34 349 391 384
17.225 ... Unemployment insarauce--Grunts to Stfates ..... _.................................... ............. 206 267 277 496 41957.001 ... Social Insurance for railroad workers (Unemployment benefits only) .................. ........... I

6419 Federal workmen's cam pensation benefits (p. 67, fiscal year Budget Appendix)...... ..................... 10 11 13 15 18
4.09. Veterans comrpensation for service-connected disability ............................................... 65 71 79 89W

64.102 . Compensation for servlce-connected deaths for veterans' dependents ................ ................... 17 18 20 21 2264.110. Veterans dependence and indemnity compensation for service-connected death ...................... a
64.101- Burial allowance for veterans .................................................................. 14 15 16 17 17

Income security --Irs-kind henefrts---Tntul .................. ............................... 452 628 1,042 2,063 2,583
Income security -I n-kind beiretits--Food programs-Total-------------------------------------... 280 421 775 1,654 2,030

FIoot note; sot end of table.



TABl C,- -ESTIMATED OUTLAYS BENErrTTING TIE POOR.--Continued

lI mlillions of dollars]

CFDA
Program 

16number 19tu8(if any) CFDA or other program name ata

10.550 Part..- Commodity distribution (Toeedty piroons only p. t41, fiscat year 1912 Budget Apyois) .. 82
10 550 Part.. Comodioty distribution (To p~rvons In charitsble Institutions Only -p. t41, fiscal year 1912 Budget Appeoitin). 23
10,5501 Part. -Comnmodity distribution (Syncal feeding prograin p. 140, fiscal yeer 2S Budget Appendix-- Fur special

assistance (Lunches) only),
10.550 Part.. Commodity distribution (Special feeding program- p. 140, fiscal year 1572 Budget Appendoix --For school

breakfast prograei only).
10550 Part.. Commodity distributin (Special feedling progrnni- p. 1 10, fiscal year 1972 Budget Appndoix - For noinfood

assistaoce Program (Liju iprient) onlty).
10.551 . Food stamps , . . 124
10,555 Part .School lunches (Special assintAnci ioly p). 147, fiscal year 197? llulgt.l Appindax). 3
10.553-. School breakfasts ..
10.554.. . School lunch program --Noiifood nsoisaec?. . . (a)
10.552 ar Noiischool food pirogram .....
10.550 Pat Commodity distribution (To school children only Ii. 141, fiscal year 19'? Budget Appendix) 20
1 0.556- m.Se ilk program ikto10.555 Pat.School lunches (School lunch prograir proiinr. p. 147, limcal year 1972 Budget A pendia). 14
10.555 Part School lunches (Comnmodity precureaorit 'S,.c, 6) only p. 147, fiscal year 1912 Bumget Appenditi)...

Income security- te-kliid benefits-.hoising tu~jidy paynents--Totat.. ... 17 2

14. 146 p art, . Public housing- Acquieition, construction, rehabilitAtion (Annual contributions only)...
1 4 147 p art. Public housing Home ownership (Annual contributions only) ......... .....
14.148 ... Public housing-Leased.................... 17
14,607 Part_ Public housinig-- Mode rnizat[ion of projects Annual contributions only)....... ....
14.149 ... Reel auppleorento--Renila Ilhousiiig for low Incomre famriiies .........
14.104 Part.. Interest subsidy-- Acqoisi tin and rehabilitatioir of hones for resale to tower Income families (Section 235(j).multifamily) (Interest reduction payments only)..........
14.105 Part. Interest subsidy--Honins for lower income families (Sectium 235(i))(Inta rust roductian payments only),
14.106 Part. . Interest subsidy-- Purchase of rehrabilitated homes by lower inomie families (Sectin 235(j) Htomes) (Internest

reduction payments enly)
14.103 Part.. Interest reduction payments--_Rental aird cooperative housing for tower Income families (Section 236) (Interest

reduction payments only).

Fisca' year-

1969 1970 1971 1972 request
actual actual estimate (eatiorate)

151
25
16

1

165

16

208

204
211
52

386
30

27

186
19

173

,2

1,0
ISO
47
to
42

14

409

204 251 363 451

4 14 32 64

(2) 2 10 24



Education--TotalI-- - - - - - - - --- - 1,337

13.433 .... Follow through, --. - - - -- - - - - - - - - - -- - - - 361
13.600. .. Child development -- Iej'tr.--- - - - -- - - - - - - - - - . . . . .
13.427 --- 1ducationally deprived children --handicappedI............................. ---* ---13.428--...Educationally deprived children- Local educational agencies 6........08---------13.429 ... Educationally deprived cbiidren--Mlgranta--------------------------------. ...... 60
13.430--...Educationally deprived children--Stabe administatin..------------------------- ... ......
13.431 -- Educationally deprived children in Institutions for neglected or delinquent children.- ----
13.410 ... Dropout prevention .. ........--- _.--.......... ......................................
13.403 . . .Bilingual education.- _. .-. . . . . . .- - - - -... . .. - _ - _ - - - -
13.489 -, leacher Corps- Oporatows. anl lnrlriing
13.421 Edlucational personal lining gradis--Career oppoitunities
13.505. --- Education persnonel idrvelnpmniril--UrbantRurni school oclap~rrnt I
13418-. ... Educational opportunity grants. 7.1
1 3.463 .. Higher education work-..udy. .
33.482 Special services for disadvantaged students in ln~milutinns of higher educatin
13.488 Toilent search. - 2
1 3.492 Ulpward bound.
10.503- .. . Extension programs tar Improved nutrition, ..
15.1W0. . Indian- Adult education . ....
15.104 -- Indian- Community Develop ; ot1
15.105 i ridiiao.CCnraclo with Indrin Schooli mardi.
15,109 -- Indian Fedleral school tacililipn3 Dunn itory opiriatinvl. 89
315.1310.. Indian Fedrral schools.
15.114..- Indiaii- Higher education.
15.130 . ondiaus- AssistnetoI noiirt..scos.... .....................
13.341 Health pruteosiirn scholarships
13.363, Nising scholairshipq
13.342 He. talth professons student nails 4.13 364 . Noising student loans
13.478. .--- School assistance in Irtferally nitectul ma; -maintenancr inat oporation 21
13.449 . Handicappred preectioot and school mron s . .s . 2
13.444 Handica[ppd early childhood assisance .
13.49a Port_ Vocational education Blasic grants to States (Norconstruclion prStioi only).- 6?
13.494 .... Vocatiunal education Consumoer and homnaking.....................
13.495 ... Vocational education -Conperalve edocatin . . . . . . . .
13.501 ... Vocational education -Wi rk utudy . _ . . .. ..... ....
13.43 --- Adult basic education Giants to Sl-is .... ........... ........... ... 1
13A.Ct Adult bauic rducatiaii Sircial Po(.jecln . ........ 5
13.432.- Adult beami education-. Truchri edvnnalioii .......
13.460 Part Higher Education Act insar-id luina -Guaranteed studeilt Ican ir(-gra n(Interest subsidy portionoOnly)-

parl (Higher Education Act losurIin us- Banic 1 I1iEA-type stuiilized Inisured taans--p. 4417, fiscal poor 1372
Budget Appendix) (Interest sousdy p ,ilion nuby). 1

Pail (Highol Education Act iuso loans- M clIEA-lu pa sub. 1dail nound cost-oanitiolln lansr -p. 447,
I scat year 3972 Budget Ap~od) Oiuiol subsuidy par inn oilly)

13,471 Ntlaionial defense studoott loarls - Eiro-c Ivon coolributinns.......................40
lit 502_. . Extension programs for Improveitfaioi up living.......... .. .....................

1'iait riutie at eltit of table.

3,376 1,574 1,863 3,912

350 377 381

93 116 145 165

5 11 15 74

53 55 68 3
6 6 7 8



'.FDA I
Program
number
(if any) CFDA or other program name

TAB C.-ESTI MATED OUTLAYS BENEFITTI NO THE POOR-Continuod

fio millions of dollarol

Fiscal year-

1968 1969 1970 1971 1972 request
actual actual actual estimate (estimate)

Health-Total ..... _...........---------------- -----------------------------------3,004 3,655 4,177

Health-Medicaid and Medicare-Total-------------------------------------------------..... 2,526 3,043 3.441

13.714-.. Medical assistance program (Medic~Id) ........ ........-------- _--------_---------------- ---- 1,142 1,468 1, 745
13.800-...Health Insurance for the Aged- -Hospital los rance---------------------------------------------.... 1,009 1,164 1,201
13,801-...Heaith Insurance for the aged-- Suppemonlury medical Insurance-------------------------------------... 375 411 49 5

Health -Other-Totul-------------------------------------------------------------....... 478 612 - 736

13.217 ... Family planning projects...............................................................................
49.001-...Alcoholic counseling and recovery ..........................................................
49.003-...Comprehensive health services............................................. ...............
49.004-...Dreg rehabilitation.......................................................................... 39
49.005 ... Emergency toed and medical services........................................... ..........
49.006-...Family planning ........................................................................
13.246 . Migrant health g rants ........................................................................ 8
13.212:.Dental health of children.. .............................................................. 1
13.218 ... Health care of children and youth-Special projects ................................................. 45
13.230 ... Itensive Infant care projects.........................................................
13.234 ... Maternity and Intact care projects ................................................. :....
13.228 ... Indian Health Services ......................................................... .... 82
13,229 ... Indian sanitation facilities .......... ....................................................

_ -------(Other Indian health tacilities--p. 408, fiscal year 1972 Budget Appendix)................................ 12
M325....ental health-Community assistance grants for narcotic addiction................................... g9

13.240 ... Mental health-Staffing of Community Mental Health Centers.................... .................
.21....-Saint Elizaheths Has pit at (p. 392, fiscal year 1972 Budget Appendix)...................................... 8

i.1....Comprehensive Public Health Services-Formula grants ............. ................................ 10
13.224 ... Health services develo pm on t-Project grants...................................................... 13
13.211 ... Crippled children's services........................ ............. .............................. 84
13:232 ... Maternal and child health services.................................. .........................
64.002 ... Community contract earning home care.......................................................

4,892 5,245

4,043 4,33?

2,078 2.155
1,455 1,505 .

510 562

849 943

3 12 25 58

72 121 143 152

8 10 13 16

78 79 80 86

93 104 121 133

1s 16 23 20
12 18 21 31
9 12 16 17

16 21 21 22
33 48 61 74
90 94 101 102



64.007 --- Rehabilitation of blind veterans.......----
64.009-...Veterans hospitalization .................................................................
64.010-...Veterans nursing home care ..................................... ..... _..................
64S. ...- Veterans domiciliary care and restoration .....................................................
64.011 - Veterans outpatient care-...................................... ...........................
64.012-...Veterans prescription service_ ............. .......... ......... _...... ..................
64.013-...Veterans prosthetic appliances....................................... ---...................
44.014.---Veterans S tale Home program .............................................................
64.015 ... Veterans State nursing horne care ............................... ....... ...................
64.016 ... Veterans Slate home hospital care........................ ................................

Manpower--Total.............................. ........................ ...........

108 113 120 132 141

33 38 42 43 42

18 21 23 29 32

9 12 15 18 19

1,448 1,458 1,571 1,948 2,067

...... .Work experience (p. 96, Fiscal Year 1971 Budget Appendix)........................................... 8
17.212 ... Job opportu nities in the business sector........................................................... 4
17.227 ... Job opportune ties in the business sector-Low support...................................... ---- 317.216 .. Manpower development and training-On-the-job training program ...................................... 3
17.224 .... : Public service careers ... .................................................................... 13
17.215 ... Man power development and training-Institutional training ...................................... .... 162
17:211 ... Job Corpa-- ........... ...... ............................................ ............. 299
17.222 Part Neighborhood You th Corps (in-school portion only)...................................... ........... 79
17.222 Part Neighborhood Youth Corps (Summer portion only).......-_........................................ 119
17.222 Part- Neighborhood Youth Corps (Out-ol-schaot portion only).............................................. 143
17.223 ... Operation Mainstream..................................... ................................ 31
17.204 ... Concentrated employment program .. ...................... .................................... 63
17.226 ... Work Incentive program-training and allowances ........................................... ...........
13.710 ... Foster grandparent program.............. ...................................................... 8
15.108...Indlan- Employment assistance ................................................................ 21
15.117 Part Indian-Industrial and tourism development (on-the-job training portion oniy)-,................._....
27.003 ... Federal employment for disadvantaged you tb-Part-tme ............................................. 24
27.004 ._Federal employment for disadvantaged youth-Summer ....... ...................................... 38
17.210 Part Job hank (manpower training services (Federal fund) portion only)...................................
17.207 ... Employment nervices-Orunts to Stales) ....................................... ............ I. j113
17.210 Part Job bank (Unempioyment trust fund portion only) ................................................ ..
17.303 ... Minimum ae a and boour standards---_. ..................................... _............
13.746 ... Vocational rehailitalion services-Basic support..................... .......................... 185
13.730 ... RehabIlitation services expansion-Contracts with Induatry............... ....... ................13.731 ... RehailiRtion services expansion grants......................... ............................ I
13.732 ... Rehahliitatlos services Innovation grants.............................................. .......
13.742 ... Vocational rehabilitation-Facility Improvement grants ............................................... 11
13.743 ... Vocational reabiliitaio-Initial staffing......................................................I
13.745 ... Vocational rehabilitation-Training services grants.............................................
13,747 ... Vocational rehabilitation services for social security beneficiaries................ .......... ........... 4

lilootssot:0e aut elid of table.

23 9 .............. ......
42 86 167 . 151

32
17

161
236
61

121
106
37

119
25
8

24
28
36

230

31
122
193
199
72

162
116
40

140
154 -

39

35
39
8

146

33

1s 14 20 29

4 4 6 8



TAB C.-ESTIMATED OUTLAYS BENEFITTING THE POOR-Continued

Ito millions of dullarsl

CIFDA I Fiscal year-
Program
number 1968 1969 1970 '971 1972 re- )st
(if any) CFOA or other program name actual actual actusl estinaste (es7 _jte)

Other--Total-........---------------------------------------------------------------979 948 1,118 1,469 1,691
Other---Community action operations (including related programs but excluding OEO health and nutrition) and

49.002- Community action operations..-----------------------------------------------------.....
49.08 .... Legalsevcs-............... .er. t------------ --------------------------------------.....

49.011 --- Special impact..-- -------------------- *------------------- ----- --------- ------------- 58 5 7 0 949.0 12-...Volunteers In Service to America----------------------------------------------------......I__
-...OLO research, development, and evaluation (p. 99, fiscal year 1972 budget appendin)-----------------....

14.300-...Model cities supplementary grants-....----...-_--....-...-.---------------------------...
-Mde cites, tanning grants to city demonst,3ation agencies----------------------------------1.5.7.12..4Model cities technical assistance and evaluation contracts ..........................................

Other--Miscellaneous human invustment-Totai--------------------------------------------.... 104 103 128 175 188
10.4,1-...Economic opportunity farm operating loans to cooperatives......................................
10.42-...Economic opportunity farm resource loans-----------------------------------------------------21.9.3.
10.403 - -- Economic opportunity nonfarm enterprise iot . . ... .......... ...... 1934 ... . ..
13.748.- .. Worke Incentive program-- Child care ...... ...... .......... .. 31 6
11.300-..Economic developinent-Grantsand loans for public works and development faclities...----------------3 14...
11.301-...Economic Developmnent.- Loans for businesses and development companies..--- -- _----------------..
11.302-...Economicdevetopirent -Planning assistance...--------------------------....._--------------------72 78 91 105 95
11.303_..Economic deveiopmenlt--Technicai assistance------------------------............ ------------......Economic development ,Research (p. 233, fiscal year 1972 Budget Apedx-----------

-------Area redevelopment administration grants for public facilities (p. 235 fiscal year 1972 Budget Appendix).
14.206-...Neighborhood facilities grants------------------------------------------------ __............... 2 4 9 13 15
10.504-...Extension programs for improving farm Income---------------------------------------------------. 4 4 4 6 6
59.003 Port..- Economic Oponit Loans for Small Businesses (Direct loans only)------------------------------------.. 5 5 6 7 6



Other-Wusing programs (other than subsidies)-Total---------------- ----------- ----------- 22

10.405 Par -t Farm labor housing loans and grants (Grants only) ------- _------------------------------------1
10.420 - -- Rural nelf-help housing technical assistance - - - ------------ -- - - -- ----- ----- --- - --
10.411 Part.. RuralI housing site loans (Direct loans only)-- - - - - - - - - - - - - - - -- - - - -- - - - - - -- - - - -- - - - -
10.410 Purl.- Low to moderate income housing loans (Dlrc:t loans only) ---------------------------------------- 1
10.417-_Very low-income hoosing repair loans--------------- -------------------------------------------- 5
10.415 Part. Rural rental housing loans (Direct loans only)----------------------
14.102 --- Housing loans-Rental housing fur the elderly a-nd the-handi-ca-p-ped --------------------- -------------------- 15

Other-M~scellaneous maintenance-Total ------------------- ------------ --- --------------- 265

13,735.---Social services-Aid to ltha blind...............................................-----.......
13.736 --- Social services-Aid to the permanently and totally disabled---------------------------------------- 235
13.737 --- Social services-Families with dependent children-_......................................-------
13.738 --- Social services-Old-age assistance..................................................---------
13.707 --- Child welfare services ------------------------------------------------------------------------ 30

-------Commonity services (Foster care and adoption only-p. 491, Fiscal Year 1972 Budget Appendix) ---------......

24 27 24 is

3 6 4 2
12

1 101
(2) (.

262 358 541 742

232 328 511 562

30 30 30 30
---- --- ---- --- -- - --- -- - - -- -151

Nate: The breakdown of the totals by analytical categories is as follows:
Human investment -------- ------- 3,477 3,498 3,890 4,740 4,967

(Human Investment-Poverty
entitlemnents)-------------(2,977) (2,924) (3,178) (3,907) (4,156)

(Human investment-Normal-
entitlements) --------------- (500) (574) (712) (833) (811)

Maintenance------ ------ ------ 12,747 14,274 16,220 20,198 22, 390

(Maintenance-Poverty entitle.
ments)---- -------------- (4,729) (5,588) (6,799) (9,343) (10,879)

(Mailntenance- Normal entitle-
ments)----------------- (8,018) (8,686) (9,421) (10,855) (11,512)

1 CFDA-Catalng of Federal Domestic Assistance.
I'Less than $500,000.

8These funds-the unemployment trust fund portion of the Job bank program-are a nonadd item
broken out from the total employment service figures Immediately above them,
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Secretary RICHARDSON. I think two points should be made by way of
general comment on Senator Ribicoff's remarks. One is, I think he in-
cluded within the total of $32 billion a lot of money which is, in fact,
expended by way of transfer payments to the poor.

Senator iBicoFF. That is right.
Secretary RiCHARDsON. SO itat this fact, in turn contributes to the

circumstance that there are not more people counted under the poverty
line. For example, you count, I think OASDJ expenditures, medicaid,
and so on.

Senator RIBICOFFi. You will find those all listed.
Secretary RICHARDSON. So there would be more poverty than there

is but for these expenditures.
Senator RIBICOFi'. What I am driving at, Mr. Secretary, is that we

might find that, once you get down to the bottom of the list of pro-
grams spending $31 billion, you have $11 billion in programs that an
evaluation will show take almost no people off poverty. If you are
spending $11 billion and people are not being helped out of poverty
and that $11 billion could take everybody in -poverty out of poverty,
we may be in a position to achieve quite a breakthrough. I may be all
wrong but it is something we ought to look at.

Mr. Chairman, I would like to include in the record at this point the
Bureau of Census publication-Consumer Income-entitled "Poverty
Increases by 1.2 million in 1970".

(The publication referred to follows. Hearing continues on p. 211.)

POVERTY INCREASES BY 1.2 MiLLION IN 1970

(Advance data from March 1971 Current Population Survey)

The decade of the sixties has witnessed a sizable reduction In the number of
persons living In poverty. Since 1959, the first year for which data on poverty are
available, there has been an average annual decline of 4.9 percent In the number
of poor persons. However, between 1969 and 1970, the number of poor persons
Increased by about 1.2 million, or 5.1 percent. This Is the first time that there has
been a significant increase in the poverty population. In 1970, about 25.5 million
persons, or 13 percent of the population, were below the poverty level, according
to the results of the Current Population Survey conducted In March 1971 by the
Bureau of the Census. The rates of Increase for both whites and Negroes belowv
the poverty level were roughly the same. In 1970, however, the poverty rate for
Negroes was more than three times that for whites.

The sex of the family head continues to be an Important factor In the poverty
status of families. The number of poor persons who are either inembers of fami-
lies with a male head or male unrelated individuals Increased between 1969 and
1970, as did the number of poor persons In families with a female head and female
unrelated individuals. However, during the preceding decade, there was no incas-
ureable change in the number of poor persons In households with a female head
whereas poor persons in housholds with a male head declined by about 53 percent
between 1959 and 1969. In 1970, persons in households headed by a woman con-
stituted only 14 percent of all persons but about 44 percent of poor persons.

There are significant differences In the age composition of the white and Negro
poor. In 1970, children under 18 years accounted for about 36 percent of all white
persons below the poverty level as compared to 54 percent of all Negroes who
were poor. In contrast, aged family heads and unrelated Individuals comprised
about 19 percent of all poor white persons but only 7 percent of the Negro poor.

Although about 64 percent of the Nation's families resided In metropolitan
areas In 1970, poor families were about equally distributed between metropolitan
and nonmetropolitan areas. About 50 percent of poor white families living in
metropolitan areas were central city residents as compared to 80 percent of poor
Negro families.
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In 1970, It would have taken approximately 11.4 billion dollars to raise the
Income of all poor families and unrelated Individuals above the poverty line. In
terms of 1970 dollars, this figure represents about a 7 percent rise in the income
deficit since 1969. In both 19069 and 1970, whites accounted for about 72 percent
of the total deficit.

The median Income deficit for poor families was about $1,100 In 1970. For
white families the deficit was about $1,000 as compared to $1,300 for Negro fami-
lies. The difference in the median deficit between white and Negro families is
accounted for In part by the smaller size of the average poor white family. The
average deficit per family member was about, the same for families or both racial
groupings.

On the average, Incomes of poor families headed by men were closer to the
poverty level than those of families headed by women. About 29 percent of the
poor families headed by men had Incomes within $500 of their respective poverty
lines as compared to only 19 percent for those headed by wvomnen. The deficit per
family member for families with a imale head was about $330 as compared to
$410 for families with a female head.

This report excludes Inmates of Institutions and unrelated individuals under
14 years. It Includes only those members of the Armed Forces living off post or
with their families on post. The poverty threshold for a nonfarm family of four
was $3,968 in 1970 and $2,973 in 1959. For more detailed definitions of the terms
and concept used In this report, see Current Population Reports, Series P-60,
No. 76. More detailed poverty (data for families and persons will appear in a re-
port In this series to be Issued later this year.

Since the estimates In this report are based on a sample, they are subject to
sampling variability. Moreover, as In all field surveys of income, the figures are
subject to errors of response and nonreporting. All statements of comparison
made in the text of this report, however, are statistically significant. This means
that the chances are at least 19 in 20 that a difference identified in the text indi-
cates a true difference In the population rather than the change variations arising
from the use of samples.

(Tables follow:)



Table 1. Persons Below the Poverty Level by Family Status and Sex and Race of Head: 1959 to 1970
(Number in thousand Sd. Persons as of Ma. of 0816 f.l 109119Year)
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Table 1. Persons Below the Poverty Level by Family Status and Sex and Race of Head: 1959 to 1970-Contlnued
(Numbe 1n thousands. Pero. asof Marc..h of the fol1ligyear)
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Table 2. Negro Persons Below the Poverty Level by Family Status: 1967 to 1970
(Numbera in thousands. Persons as of March of the following year)

Number below poverty level Percent below poverty level
Family status

1970 1969 1968 1967' 1970 1969 1968 1967'

Total ..................... 7,650 7,215 7,616 8,476 33.6 32.3 34.7 39.3

In families......I.............. 6,810 6,409 6,839 7,677 32.4 31.2 33.7 38.4
Head .......................... 1,445 1,326 1,366 1,555 29.3 27.8 29.4 33.9
Related children under 18 years ....... 4,101 3,879 4,188 4,508 41.5 39.7 43.1 47.4
Other family members ....... :.. 1,264 1,204 1,295 1,164 20.4 20.0 21.7 27.1

Unrelated Individuals 14 years and or.... 840 806 777 809 48.1 46.0 46.3 49.3

'Due to coding errors, data for 1967 are not strictly comparable with those shoe,, for 1968 to 1970.

Table 3. Persons Below the Poverty Level in 1970, by Family Status and Sex and Race of Head
(Numbers in thousands. Persons as of March 1971)

All races White Negro

Family status and sex of head Below poverty Below poverty Below poverty
Total level Total level Total level

NumberjPercent Number IPercent Number Percent

ALL PERSONS

Total .................. 2249 212 12.8 17,3 17,480 9.9 2274 7,5 33.6
In families.................... 187,132 20,499 11.0 164,021 13,359 8.1 20,996 6,810 32.4

Head ........................ 51,948 5,214 10.0 48,535 3,0 . ,92 1,44 29.3
65 years and over.............. 7,175 1,166 16.3 6,554 921 14.1 580 229 40.8

Related children under 18 years ..... 69,873 10,493 15.0 59,065 8,208 10.5 9,871 4,101 41.5
Other family members ............. 65,311 4,792 7.3 58,421 3,450 5.9 6,197 1,284 20.4

Unrelated individuals 14 years and over ... 15,357 5,023 32.7 13,413 4,121 30.7 1,746 840 48.1
65 years and over .............. 5,808 2,735 47.1 -5,343 2,392 44.8 440 322 73.2

PERSONS IN FAMILIES WITH MALE HtEAD
AND MALE UNRELATED INDIVIDUALS

Total .................... 173,297 14,310 8.3 1155,798 10,667 1 6.8 15,480 3,362 1 21.7

In families.................... 167,334 12,879 7.7 150,798 9,579 6.4 14,646 3,061 20.9
Head ........................ 45,998 3,280 7.1 42,149 2,604 6.2 3,422 625 18.3

65 years and over............ 6,160 964 15.7 5,679 783 13.8 426 167 39.3
Related children under 18 years ..... 60,824 5,665 9.3 53,800 3,934 7.3 6,201 1,612 26.0
Other family members ...... .. 60,512 3,934 6,5 54,849 3,041 5.5 5,023 824 16.4

Unrelated individuals 14 years and over.. 5,963 1,431 24.0 5,000 1,088 21,8 834 301 36.1
65 years and over .............. 1,411 549 38.9 1,265 456 36.1 134 80 59.8

PERSONS IN FAMdILIES WITH FEMALE HEAD
AND FEMALE UNRELATED INIIVIDUALS

Total .................... 29,192 11,212 39.4 1 21,637 6,813 31.5 7,Z62 4,288 59.0

In families .................... 19,798 7,620 38.5 i3,223 3,780 28.6 6,320 2,749 59.0
Head ...................... 5,9%50 1,934 32.5 4,388 1,097 25.0 1,506 820 24.5
65 years and over ..... ...... 1,015 202 19.9 875 138 15.8 134 61 45.6

Related children under 18 years..... 9,0469 4,828 53.4 2,265 2,274 43.2 3,669 2,490 67.9
Other family members ............ 4,799 858 17.9 3,572 409 11.5 2,175 439 37.4

Unrelated individuals 14 years and over ..,.,. 9,394 3,592 38.2 8,414 3,033 36.0 912 539 29.1
65 years and over .............. 4,397 [ 2,186 49.7 4,078 1,936 47.5 307 243 79.1
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Table 4. Selected Characteristics of Famnilies Below the Poverty Level in 1970
(Numbers in thousands. families as of March 1971)

All races White Negro

Below poverty-. Below poverty Below poverty

Seetdcaatrsis Total level Total level Total level

Number Percent Number Percent Number Percent

All families................. 151,948 5,214 10.0 46,135 3,701 9.0 4,928 1,441 20.3

AGt OP HEAD

Under 25 years ................. 3,745 581 11.1 3,327 431 13.1 404 146 36.1

25 to 44 years.................. 21,489 2,042 9.5 19,008 1,369 7.2 2,242 641 28.3

41 to 64 years.................. 19,539 1,426 7.3 17,647 977 5.1 1,702 430 21.3

61 years and over.............. 7,175 1,166 16.3 6,514 921 14.1 560 229 40.9

SIZE OP FAMILY

2 persons.....I...I............. 18,282 1,951 10.7 16,703 1,581 9.5 1,470 359 24.4

3 persons..................... 10,724 855 8.0 9,672 619 6.4 953 220 23.1

4 persons................... 9,899 731 7.4 8,992 496 5.5 797 220 27.6

5 persons.................... 6,528 570 8.7 5,822 374 6.4 592 184 31.1

6 persons................... 3,381 394 11.7 2,908 231 7.9 433 157 36.2

7 or more persons.............. 3,133 713 22.8 2,409 399 16.6 683 303 44.4

NUMBER OP RELATtD CHILDREN
UNDER 18 YEARS

No children ................... 21,946 1,752 8.0 20,300 1,497 7.3 1,500 254 16.9

1 and 2 children ................ 19,273 1,644 8.5 17,205 1,130 6.6 1,849 482 26.1

3 and 4 children .. ............. 8,364 1,114 13.3 7,270 706 9.7 998 392 39.3

5 children or more . ............. 2,364 704 29.9 1,761 379 21.5 580 317 54.7

EDUCATIONAL ATTAINM9ENT OP HEAD'

Elementary school, total ........... 12,624 2,422 19.2 10,602 1,662 15.7 1,892 733 38.7

Less than 8 years............. d,484 1,638 25.3 4,977 1,043 21.0 1,431 576 40.3

8 years................... 6,139 787 12.8 5,626 620 11.0 460 157 34.1

High school, total ............... 23,475 1,824 7.8 21,098 1,276 6.0 2,181 124 24.0

1 to 3years................. 8,051 938 11.7 6,902 588 8.1 1,090 339 31.1

4.yas......................3 887 .8 14,19 8 4.9 1,091 181 17.0

College, total.................. 12,104 378 3.1 11,508 326 2.8 451 37 8.2

1 to 3 years................. 5,401 241 4.5 5,091 204 4.0 263 32 12.2

4 years or more.............. 6,699 137 2.0 6,417 122 1.9 187 5 2.7

NUMBER OP EARNERS

No earners ................... 4,691 1,839 39.2 4,061 1, 350 33.2 588 470 79.8

1 earner ..................... 19,252 2,271 11.8 17,426 1,634 9.4 1,653 614 37.2

2 earners..................... 20,443 809 4.0 19,269 550 3.0 1,990 242 12.2

3mearners or more.............. 7,562 290 3.8 6,778 197 2.5 697 119 17.0

EMPLOYMENT STATUS OP HEAD

Employed ..................... 40,004 2,253 5.6 36,270 1,633 4.5 3,365 591 17.6

Unemployed ........ I........... 1,619 270 16.7 1,377 184 13.4 219 85 38.7

Not in labor force . .... I......... 9,322 2,635 28.3 7,980 1,940 23.1 1,260 763 60.6

Is Armof r.-r-z. ........ . . . . . . .  
1,003 56 5.6 907 44 4.9 84 6 7.1

WORK EXPERIENCE OP HEAD

Worked In 1970.................. 43,459 2,965 6.6 39,200 2,023 5.2 3,855 804 20.9

10 to 52 week................. 33,940 1,303 3.8 30,978 962 3.1 2,646 317 12.0

Pull time ................. 232,676 1,068 3.3 29,892 806 2.7 2,498 242 9.7

1 to 49 weeks ................ 9,519 1,562 16.4 8,221 1,061 12.9 1,209 487 40.3

Main reason for working part-year:
Unemployed .......... I.. 3,951 517 13.1 3,476 377 10.8 436 136 31.1

Other.................. 5,568 1,045 18.8 4,745 684 14.4 774 352 45.5

Did not work in 1970 .. I........... 7,485 2,293 30.6 6,429 1,934 25.4 989 635 64.2

In Armed Porces ................ 1,003 59 5.6 907 44 4.9 84 6 7.1

OCCUPATION OP LONGEST JOB OP HEAD

Wotbed in 1970.................. 43,459 2,865 6.6 39,200 2,023 5.2 3,855 804 20.9

Professional snd msnsgerial mothers .... 12,775 364 2.8 12,278 320 2.6 348 36 10.3

Clerical and sales workers...... . 5,909 243 4.1 1,426 196 3.6 435 45 10.4

Craftsmen amd foremen ........... 8,771 288 3.3 8,292 250 3.0 427 36 8.4

operatives amd kindred weorkers ..... 7,789 508 6.5 6, 686 334 5.0 1,061 170 16.0

Service obra., intl. private household . 3,804 600 15.9 2,856 297 10.4 800 289 32.5

Nonfarm laborers . ............. 2,343 298 12.7 1,791 184 10.3 522 112 21.5

Farmers and farm laborers......... 2,070 1 565 27.3 A- 1,870 442 23.6 173 116 67.1

'Head 25 years old amd over.
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Table 5. Families and Unrelated Individuals Below the Poverty Level In 1970, by Type of Residence,
Region, and Race

(Numbers in thousands. Falties and unrelated Individuals as of March 1971)

All races White Negro

Residence Below poverty Below poverty Below poverty

Total lvl Total lvl Total lel

Number Percent Number Percent Number Percent

FAMILIES

loited States ................ 51,948 5,214 110 46,535 3,701 8.0 4,2 1,445 29.3

Nonfarm ....... I...I........... 49,600 4,778 96 44,328 3,345 7.,5 4,804 1,373 28.8
Fern ...................... .... 2,347 436 1. 2,201 357 16.2 124 72 58.1

Metropolitan areas................ 33,431 2,854 7.9 29,484 1,790 6.1 3,583 828 23.1
Inside central cities............. 14,531 1,583 10.9 11,538 996 7.8 2,801 662 23.6
Outside central cities ........... 18,900 1,071 5.7 17,948 893 5.0 776 168 21.4

Nonmetropoll tan areas.............. 18,516 2,961 13.8 17,051 1,911 11.2 1,345 617 45.9

Northeast...... ............. 12,381 884 7.0 11,382 691 6.1 938 163 17.4
North Central ... ............. 14,163 1,170 8.0 13,485 910 6.7 1,040 253 24.3
South .... .. I............. 18,003 2,376 14.8 13,391 1,405 10.5 2,538 953 37.5
Westl.......... ... I......... 9,001 804 8.9 8,277 694 8.4 412 76 18.4

UNRELATED INDIVIDUALS

United States .. ............. 15,357 5,023 32.7 13,413 4,121 30.7 1,746 840 48.1

Nonfarm ........... I............ 14,983 4,889 32.6 13,073 4,013 30.7 1,716 815 47.5
Farm....................... 374 134 35.8 340 108 31.8 30 25 (B)

Metropolitan ereasa......I,........ 11,047 3,203 29.0 9,525 2,589 27.2 1,350 559 41.4
inside central citiem........... 6,746 1,989 29.5 5,462 1,474 27.0 1,147 497 40.7
Outside central cities .I...I....... 4,300 1,215 28.3 4,063 1,115 27.4 202 92 45.5

Nonmetropoli tan areas ............. 4,310 1,820 12.2 3,888 1,532 39.4 396 290 70.7

Northeast ..................... .. 3,983 1,086 28.0 3,451 938 27,2 402 138 34.3
North Central .................. 4,204 1,405 33.5 3,780 1,237 32.7 393 163 41.5
South ......... I............... 4,187 1,671 39.9 3,358 1,176 35.0 803 482 60.0
Went ....... 1................ 3,082 6 57 1 27.8 2,925 770 1 27.3 1 148 1 56 1 37.8

8 Base less than 75,000.

Table 6. Weighted Average Thresholds at the Poverty Level in 1970 by Size of Family and Sex of Head,
by Farm-Nonfarm Residence

Nonf arm Farm

Size of family Total TotalMae Fml Tol Mle eae
Ttl heed' head' head' heed'

All unrelated individuals....... $1,947 $1,954 $2,044 $1,898 $1,651 $2,697 $1,602
Under 62 years ............. 2,005 2,010 2,092 1,935 1,727 1,778 1,644
65 years and over.......I...... 1,852 1,861 1,879 1,855 1,586 1,597 1,576

All familiese............ 3,850 3,801 3,640 3,305 3,147 3,164 2,845
2 persons ................ 2,507 2,525 2,534 2,471 2,131 2,138 2,036
lied uner 65 years................. 2,589 2,604 2,619 2,522 2,218 2,225 2,104
Head 65 years and over ....... 2,328 2,348 2,349 2,336 1,994 1,996 1,972

3 peraonsa................ 3,080 3,099 3,113 3,003 2,628 2,635 2,511
4 persona ................ 3,944 3,988 3,970 3,948 3,385 3,387 3,345
5 parsons ....... I......... 4,054 4,680 4,684 4,639 4,000 4,002 3,963
6 persons ................ 5,212 5,260 5,263 5,220 4,490 4,491 4,441
7 or more persons ........... 6,407 1 6,468 1 6,486 6,317 5,518 1 5,521 5,472

'For unrelated Individuals, s8x of the Individual.
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Table 7. Size of Income Deficit for Families and Unrelated Individuals Below the Poverty Level in 1970,
by Sex and Race of Head

(Families and unrelated individuals as of March 19711

All races White Negro

Nize of Income deficit Ttl Ml eae Ttl MlMjj FmlMsie emaisMate Femaie MaloFeaiTtl head' head' l a head' head' Toa hed' head'

FAMILIES

Numher............... thousand. 9,214 3,290 1,634 3,701 2,604 1,097 1,441 625 920

Percent......I............ 100.01 100.0 100.0 100.0 1 100.01 100.0 100.01 100.0 100.0

I to $249.............. 12.6 14.7 e.e 13.1 11.2 9.9 10.1 13.1 7.9
250 to $499 ............. .. 12.3 13.9 9.7 13.2 13.9 11.2 9.9 12.9 7.7
$000 to $999 ................. 21.3 21.9 20.3 22.5 22.e 22.2 18.8 20.0 17.9
$1,000 to $1,499.............. 16.7 17.2 15.e 16.4 17.0 14.9 17.4 17.9 17.0
$1,100 to $1,999.............. 10.9 9.4 13.6 9.9 9.6 13.0 13.3 11.7 14.5
$2,000 to $1,999 ...... ....... 15.2 13.2 19.6 15.0 13.6 16.1 11.5 11.9 19.4
$3,000 and over ............... 11.1 9.9 13.2 9.5 9.1 10.5 15.1 12.9 16.9

Median Income deficit............. $1,110 $989 $1,350 $1,024 $951 $1,219 $1,216 $1,109 $1,492
Mean Income deficit.............. 1,419 1,309 1,604 1,337 1,279 1,475 1,621 1,427 1,769
Deficit per family mmber.......... 361 333 407 370 349 429 344 291 397

UNRElATED INDIVIDUA'LS

Numher............... thousands 1,023 1,431 3,192 4,121 1,099 3,033 840 301 130

Percent.................. 100.0 1 100.0 100.01 100.0 1 100.01 100.0 100.0 1100.0 100.0

$1 to $249................... 16.5 16.5 16.9 17.3 17.4 17.3 13.1 13.0 13.0
$250 to $499 ................. 20.4 19.5 22.0 21.1 16.9 23.1 16.1 15.7 19.2
$500 to $749 ................. 17.1 15.1 17.9 17.2 15.7 17.7 16.3 12.0 18,9
$750 to $999 ................. 14.9 13.0 11.3 14.0 13.3 14,3 19.0 13.7 20.4
$1,000 to $1,499.............. 19.2 16.7 16.0 15.7 14.9 16.0 19,3 22.3 16,2
$1,100 and over ............ 15.0 22.1 12.2 14.2 21.9 11.5 19.2 23.3 15.4

Median Income deficit............ $690 $797 $660 $663 $750 $431 $813 $916 $774
Mean Income deficit ............. 9806 917 792 79511 899 7451 894 11 993 844

'F or unr elated indivlduals, sen of the Individual.

Table 8. Distribution of Poor Families and Unrelated Individuals and Aggregate Income Deficit-
1970, 1969, and 1959

(Families and unrelated Individuais as of March of the following year. Deficit in 1970 dollars)

Presence of related children All races White Negro and other races

une 8yasadsxo ed 1970 1969 1959 1970 1969 1059 1970 1969 1959

NUMBER BELOW POVERTY LEVEL

Total.... osns ......... 10,J237 9,801 13,2491 7,822 7,517 10,226 2,416 2,284 3,022

All familiesa.....I ............ 5,214 4,950 9,320 3,701 3,555 6,191 1,514 1,395 2,135
Male head................... 3,290 3,149 6,404 2,604 2,490 4,952 677 616 1,451
No children ................ 1,494 1,439 2,496 1,279 1,236 2,099 206 202 399
With children ......... I.. 1,796 1,710 3,919 1,329 1,256 2,994 471 454 1,054

Fessle hand.................. 1,934 1,904 1,919 1,097 1,065 1,233 837 739 683
No children............... 299 307 391 209 226 291 59 91 106
With children ... I............ 1,666 1,499 1,521 999 837 948 779 658 577

Unrelated Individuals 14 years and over. 5,023 4,951 4,929 4,121 3,992 4,041 902 999 997
Male ................... .... 1,431 1,379 1,552 1,099 1,049 1,158 343 332 394
Female............11......... 3,192 3,472 3,376 3,033 2,914 2,993 159 557 493

AGGREGATE INCOME DEFICIT

(millions)

Total.......I............. $11,4471 $10,723 $19,220 $9,182 1$7,706 $13,0731 $7,265 $3,0191 t5,141

All families ......... ........ 7,399 6,729 13,076 4,948 4,120 9,904 2,451 2,209 4,169
Male head-................. 4,294 3,913 9,131 3,329 2,991 6,726 966 933 2,901
No children.............. 1,333 1,236 2,101 1,151 1,054 2,085 179 193 422
With children ............... 2,961 2,679 7,030 2,173 1,931 4,641 789 749 2,393

Female head.......I........... 3,101 2,911 3,040 1,620 1,139 2,179 1,485 1,275 1,363
No children............... 249 253 405 191 171 292 (S) 78 (a)
With children ..... ......... 2,957 2,563 3,135 1,429 1,360 1,896 1,429 1,199 1,249

Unrelated individuals 14 years and over. 4,049 3,994 1,144 3,234 3,196 4,169 914 911 972
Male ...................... 1,312 .1,232 11921 976 903 1,176 336 330 419
Female........I............. 2,736 2,76 3,5 2,258 2,292 2,994 478 492 517

R 1970 base loe than 75,000; 1959 hase less than 200,000.
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Table 9. Persons Below the Near-Poverty Level In 1970 by Family Status and Sex and Race of Head
(Numbers In thousands. Persons as of March 1971)

All races White Negro

Family status Ttl Male Female Ttl Male Female Ttl Male Female

hs ahead' head' T ha had
1  

head
1

NUMBER BELOW NEAR-POVERTY LEVEL'

All persona .... I.......... 35,752 21,985 13,767 21,374 16,673 8,701 9,789 4,845 4,943

In famslilesa.................. 29,433 20,183 9,210 20,097 15,279 4,818 8,831 4,494 4,337
Hied...................... 7,415 5,071 2,380 5,496 4,084 1,412 1,819 908 951

65 year aad over............. 1,763 5,482 281 1,448 1,244 202 300 222 77
Related children ander 58 years ..... 14,831 8,918 5,713 9,184 6,395 2,819 5,160 2,332 2,827
Other family mamers............ 7,347 8,189 5,157 5,417 4,830 587 5,812 1,254 559

Unrelated Individuals 14 years and over 8 ,319 1,802 4,517 5,277 1,394 3,883 958 351 608
85 years and over.............. 3,487 714 2,773 3,095 605 2,490 387 97 271

PERCENT BELOW NEAR-POVERTY LEVEL
1

All persona .............. 17.7 12.7 47.2 14.3 10.7 40.2 43.0 31.3 88.1

In families .................. 15.7 12.1 46.7 12.3 10.1 38.4 42.1 30.7 88.3
Head ................. 14.4 11.0 40.0 11.8 9.7 32.2 37.7 28.5 63.1
65 years and over........... 24.6 24.1 27.7 22.1 21.9 23.1 53.5 52.2 57.6

Related children ander 18 years..... 20.9 14.7 63.1 15.5 11.8 53.5 12.3 37.6 77.1
Other family members,........... 11.2 10.2 24.1 8.3 8.8 18.4 29.2 21.0 47.8

Unrelated Individas 14 years and over. 41.1 30.2 48.1 38.3 27. 9 48.2 54.8 42.1 66.4
65 yearn and over............ 60.0 10.8 63.1 1 57.9 47.8 1 61.1 83.4 72.2 1 88.3

'For unrelated individuals, sex of Individual.
'Below 125 percent of the poverty level.

Note. -The near-poverty level threshold for a nonfarvm family of four was $4,960 is 1970. Other thresholds at the sear-poverty
level can be obtained directly by maltiplying the poverty thresholds shown In tahle 6 by 1.25.
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Secretary IRICHARDSON. If it were that simple, Senator Ribicoff, it
would have been done.

Senator IRIBIcoFF. That isn't true. What is simple often isn't done.
What is complex is done and we get wedded to a program. Having been
in all phases of government, as you have, I know the bureaucratic box
that people, get into. When a program ispassed, whether it works or

not i i vryseldom taken off th books, and those of us who have been
in government appreciate that. You build up a constituency, you build
up a pressure group, and the program is there to stay. I have often felt
I would like to see a session of a legislature, a session of the Congress
repeal more laws than it passes, I think the whole country would
be better off.

Now, the question comes, what (10 all these programs achieve, I am
curious to know how many people have actually been taken out of
poverty by the $34 billion that we are spending.

Secretary RICHARDSON. Well, I think we can provide this, of course,
by way of at least amounts which are paid out of the social security
trust funds, who gets them, what their income level is, and so on.

The point I was making though is, that it is going to be very difficult
to rank programs in order of priority. The Offce of Management and
Budget and its predecessor, the Bureau of the Budget, have issued
similar requests from time to time and people in HEW , be fore my
recent tenure, have come up with what they thought were the lowest
priority programs. Well, it happens that the lowest priority -programs
are, I think, all in the category of those which are in-variably increased
by the Appropriations Committee. The very character of these pro-
grams is such that it is virtually impossible to develop an objective
yardstick which tells you what price mental retardation versus adult
illiteracy versus research into sickle cell anemia or an yof the other
kinds of programs, extending from the aged to children through
migrants through the inner-city slums. The result is, therefore, that
every single one of these programs can and does have strong support-
ers whose principal appeal to us in HEW is that you have not spent
enough. I thin it is fair to say that more copy is writtnadmr
words are uttered in the Congress about why HEW has not done more
about this or that, than ofl any other single subject.

So I am not sure to what extent we can provide a truly objective
ranking and order of things in which there is inherently no objective
yardstick for saying which is more important than another.

I have been groping since I have-~been in the Department for op-
portunities to achieve significant savings in one area or another in
order to be able to move forward with what have seemed to me to be
priorities. We are going to be perhaps under greater pressure than
ever in anticipation of the fiscal year 1973 to do this. That in turn
affects, of course, the level of expenditures that we could otherwise
budget for welfare reform.

But at any rate I respect the force of what you say. I think it is a
very constructive analysis and approach, and we will, within the time
available, do our best to respond.
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NEW YORK WORK RELIEF PROGRAM

Senator RiBiU;oFF. Now, another request, Mr. Chairman. New York
City under the new New York State law beginning August 1, is
undertaking to assign welfare recipients under general assistance to
work off their welfare payments. They will be assigned various
functions within the public field. I would like to request that HEW out
of its New York regional office, monitor what is happening with this
program and come back to us in September with a report on the month
of August. I imagine we will still be on this bill in October so we
can also have a report on Sep~tember, to find out how that New York
program is working I think it might give us some insights in our own
committee about what we might like-to do with different work pro-
grams. Irrespective of our philosophies, I think every member of this
committee is concerned about having more work in the welfare
program.

I would hope, Mr. Secretary that, in addition to having somebody
from your New York regional office work on this, you would convey to
Secretary Hodgson from the Labor Department our request that his
department assist in monitoring the New Yfork experience that will be
starting on August 1st. I would also hope, Mr. Chairman, that we
could have Mr. Stern of our own staff look into it for the committee.

Secretary RICHARDSON. We will be glad to do that.
Senator R IBicoFF. Thank you very much.
Senator HANSEN. Would the Senator yield.

GIVING MONEY TO THE: POOR RATHER THAN SPENDING MONEY ON
PROGRAMS FOR THE POOR

Mr. Chairman, I am very greatly interested in the observations
which have just been made by the distinguished Senator from Con-
necticut. I am wondering, is it his feeling that if we could get an
idea of the number of people below the poverty level now and put
more of the dollars that are being spent in these multitudinous pro-
grams into programs that would bear directly on the relief of those
people we might very well wipe out poverty in the country at the
present time. Is that the thrust of your remarks.

Senator .RIBICOFF. This is what I am thinking about. Tro me, frankly,
a person is poor because hie doesn't have money. If we are talking
about eliminating poverty, and this is the thrust of the programs we are
working'on, let's try to figure out how we can do it. This is directly our
responsibility, too. We are just as much at fault as the executive
branch. We talk about reordering our priorities, but look only at the
military field, I am for reordering priorities in the military area, but I

tikwe have an obligation, as the executive does, to reorder our pri-
orities in the domestic field.

Now many of these 168 programs are worthwhile and you are going
to want many to continue. But we have to weigh and evaluate what is
more important. If some of these programs are supposed to eliminate
poverty, and don't and if you could take the same amount of money
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and eliminate poverty by increasing the direct payments to a family
of four, to the childless couple, and to single individuals, then this is
what we might want to do.

NEED FOR AN ALTERNATIVE To H1.R. 1

1 mnay be all wrong, Senator Hansen, but I think if we don't come
uip with some original thinking and try to explore fields that haven't
been explored before, we won't be doing our duty. I know from last
year and this year that every man on this committee, irrespective of
his philosophy, is deeply concerned about this problem. What I am
interested in is generating the information to see if we in this commit-
tee can evolve a program different than H.R. 1. As I gather it, I don't
see a person around this table who is satisfied with H.R. 1. We are all
concerned about it. Now it may be that all of us together can come up
with some amendments to this program. Perhaps we can't, But I think
we ought to give it a try, Mr. Chairman.

DEFINITION OF POVERTY ANI) QUESTION OF MOTIVATION

Senator HANSEN. If I could, Mr. Chairman, Just let me make this
observation. I find myself in agreement with the Secretary and I
think I understood him to imply that it may not be as simple as we
would hope that it is. I spent part of the weekend reading the effect
of three income maintenance programs on work effort, a study under-
taken under the auspices of the U.S. Chamber of Commerce by Alfred
and Dorothy Tella. I don't presume to say I understand all that I
read but it does raise some questions which include these. I mean it
raises at least these questions in my mind. What is poverty? I suspect
that we have arbitrarily said that poverty connotes that condition of
a person or a family whose income is below a certain level. When we
say that I think we have to recognize that inflation plays a part in
the community where the poverty level is. In other words, back in the
thirty's $2,400 a year would have been a pretty darned good income.

It is not adequate today in the minds of most people because it does
inot provide them with the ability to buy most of the things they think
they must have if they are to be above the poverty level.

The question of motivation arises in my mind. What happens to
people if we were to say we will identify the 25.5 million Americans
below the poverty level and dadd to their income, supplement their
income, in a fashion so as to bring them above that line. What hap-
pens to motivation? Will they fail then to earn the $11.4 billion that
they are presently earning? What will happen to other people as
well who may have been watching what is going on and who are not
now in the poverty level but who may decide they are not as wvise as
those who are. Maybe they should change their ideas.

I think these are questions that are corollary to what we are talking
about at this moment. So ik, seems to me that there may be real merit
in examining closely, if we can, what the attitudes of peoples are, how
they respond to certain things that take place, and I can only say, in
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conclusion, that it is a pretty darned complicated problem, it seems to
me.

Senator RiBicoFF. Just because it is complicated doesn't mean we
shouldn't give our attention to it.

Senator HANSEN. I agree with you, I am in complete accord with
your thought to go ahead and find out as much as we can, and I
think any information we canl get thatt is relevant to our consideration
of this bill certainly should be used and should be available to us.

MONEY FOR THE POOR VS. PROGRAMS FOR TILE POOP,

Senator RIBICOFF. I just want to point out on page 6 of the Secre-
tary's testimony of last week is his statement "the President's income
strategy is designed to provide the poor with what they need the most
to get out of poverty, money" so the Secretary and I are in complete
agreement with the President. If that is the case let's find out how we
can get them money instead of a lot of bureaucratic programs that get
them no money, that cost billions of dollars and still keep them in
poverty.

I think this is what we have to examine.
Senator HANSEN. As I understood your statement we need a total

of $29.9 billion to do the job for all of these people who are in poverty
and, this group presently is earningY $11.4 billion.

Senator RIBIcoIFF. $18 billion. Thley have income of $18 billion.
Senator HANSEN. 1 see, it is $11.4 billion more which is the gap.
Senator RIBICOFF. It is an $11 billion gap that will take everybody

in America out of poverty.
Senator HANSEN. I just misread my notes. They are earning $18.5

billion now.
Senator RIBICOFF. They are getting one way or another, $18 billion,

$2 billion is needed and they are getting $18 billion.
Senator HANSEN. They need $11.4 billion.
Senator RIBICOFF. $11 billion more would take everybody out of

poverty.
Senator HANSEN. Then my question would be, does the Senator

agree with me that it may be important to determine as best we can
what may be the effect, say we are going to make available $11.4 bil-
lion extra money to these people in poverty, would it be of interest to
him to try to determine, if we could, what might happen to this $18.5
billion they are already receiving?

Senator RIBIcoFF. I don't intend at all to hand out $11 billion in
cash. We are planning now to have work provisions that everybody who
canl work will work in one form or another, whether it, is Senator Long
or you, Senator Hansen or myself, I have a pretty good idea we will
see eye to eye on that.

But what I am pointing out is that, if $11 billion is now being ex-
pended onl programs that don't get money to the poor, and if they are
still poor, let us then determine what we do with that $11 billion. If
the administration .3 objective is to give people money to get them out
of poverty and if we have already done that with aged couples who are
to receive $2,400 which is the pov erty level for two, that means you have
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to find another $1,500 for a family of four to give them the equivalent
of what the older couples will receive. You also then will have to find
sufficient funds to take care of the single person or the childless couple
if we are going to inove everybody out of poverty. These groups are not
covered by H.R. 1.

But I still support having all people able to work provided the oppor-
tunity to work rather than just handing them money. But for those
who are unable to work, whether they are blind, elderly disabled or
mothers with children of one, two, or three years of age, there is no
alternative, to giving them the money.

I am not asking you to find $11 billion. I am just asking whether there
is $11 billion that we are now spending that we can spend for a better
purpose and that is to get people out of poverty. That is my objective.

Senator HANSEN. Thank you.
Trhe CHAIRMAN. Senator Hansen, if you want to ask more questions,

go right ahead. I was going to cal you next anyway.
Secretary RicHARDsON. Mr. Chairman.
The CHAIRMAN. Yes.
Secretary RICHARDSON. I think it might help anticipate some ques-

tions as well as responses to some of the points I already made if I
could go forward, as I requested at the close of the last hearing, and
d16cribe the interrelationships among break even, tax rate, and so on.

The CHAIRMAN. If I might just suggest, Mr. Secretary, I would sug-
gest that we permit Senator Hansen and Senator Byrd and Senator
Griffin and Senator Nelson to ask the questions they have in mind and
then I will offer you the opportunity to present it if that is all the same
with you.

IMPACT oF' H.R. 1 ON THE POOR

Secretary RICHARD)SON. All right. May I just make two brief com-
ments then on the colloquy between Senator Hansen and Senator Ribi-
coff. One is that when we are considering any increase in the basic bene-
fits under a welfare reform program, that is any increase above a $2,400
minimum for a family of four which is in H.R. 1, or any reduction in
the tax rate, the effect is an increase in the break even. Now the break
even under H.R. 1 is $4,320. That means therefore, either of these
actions, a reduction in the tax rate or an increase in the basic benefit,
is not particularly poverty effective because more money will be going
to families with incomes of more than $4,320.

The other point to be made is that H.R. 1 would in itself meet about
60 percent of the $11 billion that Senator Ribicoff identifies as neces-
sary to eliminate the poverty gap. This is true because of the combi-
nation of family benefits and increased minimum for the adult cate-
gories and the social security benefit changes.

The CIhAIRMNAN. Senator Hansen.
Senator HANSEN. Let me yield to someone else.
The CHAIRMAN. Senator Fannin.
Senator FANNIN. Thank you, Mr. Chairman.
I know that we all want to start out with the right premise. I am

looking at my own State and trying to analyze what is happening
and to tie that in with the projections that have been made.

65-745 0 - 71 - pt. 1 - 15
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PROJECTED FUTuRE CASELOAD INCREASES UNDER H.Rf. 1

Just as a matter of illustration, Mr. Secretary, on page 31 of the
Committee Print, "Welfare Programs for Farnilies"-the caseloads
are projected through 1977 and show a decline from 25.6 to 24.4 million
persons.* If you were to project these curves for each covered group
(aged, blind, disabled, AFDC, and working poor) through 1982 (an-
other 5 years) the caseloads would in reality drop to an estimated 24.2
million people on family assistance and then begin a slow rise in num-
bers. It has been indicated that these figures would decrease. Could
you explain the discrepancy?

Secretary RICHARDSON. I am afraid I am not sure that I under-
stood what discrepancy you were referring to.

Senator FANNIN. There is a discrepancy when you take the figures
that you have projected through 1977 you show a decline from 25.6
to 24.4, that is in the welfare programs for families on page 31 of the
committee print. If you project these curves to reach the covered
group, the aged, blind, disabled. AFDC, and working poor through
1982, another 5 years, you get a different figure, and say. I don't
want to nit pick but just wondering whether or not we have given full
consideration to these projections.

For instance in my State of Arizona we have a great number of
Indian families and I feel under the family assistance p lan we will
probably have a figure of around 70 percent being under that pro-
gram. I have discussed with Secretary Veneman and others because
we are concerned when we consider what has happened with welfare
on the reservations and then try to determine what we can project in
the future on those reservations under the family assistance plan.

Secretary RICHARDSON. Well, if I understand you, Senator, the
question is how do we account for the reduction in the number of
recipients under the family program.

Senator FANNIN. Yes. -In one instance you show a decline, in an-
other instance you show a rise, that is what I am getting at.

In other words, when you are taking the same people who would
be considered in each instance but then in one of your projections
you show a decline and in the other projection you show an increase.

Secretary RICHARDSON. Well, the reason basically for the projected
decrease in numbers of families under H.R. 1 is, in the first pl ace, that
there would be a reduction attributable to relative increases in family
income as a result of wage rate increases during this period. This
would have the effect of bringing some of these families out of pov-
erty. This factor is one that is based upon studies of the population
by the Bureau of Census.

Senator FANNIN. I agree everything is relative, though if you had
inflation continuing you may have a difficult time bringing them out
of poverty because of that. Just another figure-

Secretary RICHARDSON. This is in constants in any event.
Senator FANNIN. Yes.
Secretary RICHARDSON. I think a way of making this more con-

crete, Senator, would be to look at page 13 of the saime Committee

* See App. C, p. 447.
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Print, chart 6,* which shows the declining numbers under H.R. 1, and
the projection under present law-and which points out on the op-
posite page-

Senator FANNIN. What p age is that?
Secretary RICHARDSON. Page 13, chart 6.
Senator FANNIN. Yes; I have it.
Secretary RICHARDSON. And, as pointed out on the opposite page,

"In the view of HEW the primary differences between AFDC and
the proposed family program which lead to these different growth
assumptions are: (1) replacing a monthly with an annual accounting
period, (,2) replacing poor qua ity control with an efficient automated
nation .al system, (3) changes in earnings disregards and, (4) replac-
ing minimal efforts of training and job creation with a much larger
and more affective program."~

There is also the w factored in the projection -I was speaking of;
always a number of families who would work themselves out of pov-
erty as a result of wage level changes. Here you can assume a con-
stant either way with respect to inflation.

Senator FANNIN. If that happens, Mr. Secretary, according to those
projections the number of working poor on family as,,istance benefit
would decrease.

Secretary RICHARDSON. Yes.
Senator FANNIN. If the total numbers covered by FAP do not drop

below 24 million, then it would mean the costs for these remaining
people-at present levels of H.R. 1 support-would be higher because
they represent nonworking persons on full benefits.

f we are working those people off we would leave a greater per-
centage on full benefits, would we not?

Secretary RICHARDSON. Well, there would be a mix between the
working poor who are members of families in which there is a wage
earner working full time now, and female headed families now under
the AFDC program, in which the mother would be working more than
she is now as a result of the availability of training, day care, and so
on. Thus, there would be involved a considerable number of people
who were receiving less than full benefits but who are still counted
as numbers on the rolls.

Senator FANNIN. Yes, but wouldn't that percentage increase?
In other words, unless the input was changed with what you have

projected then that should decrease with time. In other words, we
would still have a greater number, as we project on the figures given,
we would have percentagewise a greater number that would~ be on full
benefits.

Secretary RICHARDSON. I don't think that follows, Senator. Take for
instance, the mother who is given some training and who takes a job
at the level of $1.20 an hour-which we discussed the other day-three
quarters of the present minimum wage. She might well be in a situa-
tion where, as a result of receiving this wage, given the number of her
children and so on, the total was, after disregards, still less than the
benefit level, in which case she would get some benefits. So she aiid her
children would be counted on the rclls among the numbers enrolled in

* See App. C, p. 431.
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the program, but the amount of money she would be receiving would be
comparatively small.

We have elsewhere shown projections to the general effect that the
costs of the H.iR. 1 programs as of 1977 would be about the same or
below the costs of current law. This is one of the reasons why that is
so.

ESTIMATED ADMINISTRATIVE COSTS UNDER H.R. 1

Senator FANNIN. Well, now on that line of thinking, I notice that in
table 6, the welfare program committee, print that on pages 34 and 35
you project the costs -of administering H.R. 1 at $300 million above
present costs.* In light of the establishment of two new offices at the
national level, the Department of Labor, both taking this program
over, the expansion of other national offices and the creation of new
regional, State, and local (area) offices, how can you assure this comn-
mittee that the costs for administering this program won't be far
higher than the projections? Some estimate that it may cost double.
What is your thought in thi rard?

Secretary RICHARDSON. Wel, we think these are pretty good esti-
mates. They are based on a considerable amount of experience in the
administration of payments programs, particularly by the Social Se-
curity Administration. The cost increase over last year is attributable
largely to the Federal administration of the adult categories, which
was not previously proposed.

RELATIONSHIP WITH ONGOING PROGRAMS FOR INDIANS

Senator FANNIN. I don't understand how we can have all these new
offices and evidently increased personnel, $300 million is a lot of
money, but still when we start looking at what the programs are cost-
ing us now unless we can eliminate the duplication that is in existence
Presently, and I certainly observe it in my State and I am sure other
Senators do, we may have a more serious problem because we do have
a large Indian population, and a tremendous duplicationi of effort
when you consider all the programs under BIA and under other agen-
cies and then consider the FAP, I just wonder how you are going to
tie these together, what will your relationship be with 131A in that
regard.,

Secretary RICHARDSON. It is tr'ue, Senator, that some of the more
difficult administrative problems to be worked out do involve In-
dians. I can't give you an answer directly on the question of how the
relationships with the Bureau of Indian Affairs would be worked out.
I have a memorandum which summarizes the relationships of HI.R. 1
to Indians, and perhaps it would be appropriate for me to insert it in
the record at this point.

Senator FANNIN. I would appreciate it.
(The following was subsequently submitted for the record by 'the

Department:)

SUMMARY OF THE RELATIONSHIPS OF H.R. 1 TO INDIANS-BRiEFING MEMORANDUM
H.R. 1 makes no direct reference to Indians and in no way distinguishes them

as a group from the rest of the potentially eligible Population. Accordingly, all
aspects of the family programs may be applicable to the Indian population, al-

* See App. C. pp. 450-451.
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though their Implementation may require policies and procedures peculiar to
that group. The' major areas that have so far beent discrened that will require
special attention are as follows:

2112.-The need to provide child-care services on Indian reservations may be
especially crucial as there Is apparently a critical shortage of such facilities.

2114 (b) (4) .- Public Service-Employment Programs: It must be clear that
the language of this section will permit a tribe to qualify as a recipient of a
grant or contract for funding such programs on the reservation.2 152 (g) (2) (A).-Alcohol and Drug Abuse: Alcoholism is a particularly diffi-
cult problem on Indian reservations, although there is also a substantial drug
p~roblem. Particular attention will have to be given to the availability on or near
the reservation of approved facilities for treatment.

INCOME

Section 2153.-While income to an Indian family will In general be treated
no differently than to the rest of the population, special clarification will be
needed with respect to income derived from the restricted, allotted land a family
may own. For example, the Internal Revenue Service has ruled (Rev. Rul. 67-
284) that the Income from land received by an enrolled member of an Indian
tribe Is exempt from income tax where each of the following tests are met:

1. The land In question is held In trust by the U.S. Government.
2. Such land Is restricted and allotted and Is held for an Individual "non-

competent" Indian and not for a tribe.
3. The income Is derived directly from the land.

4. Any statute, treaty or other authority Involved evinces Congressional intent
that the allotment be used as a means of protecting the Indian until such time
as he becomes competent.

5. The authority contains language indicating clear Congressional intent that
the land, until conveyed In fee simple to the allottee, Is not to be subject to
taxation.

Consistent with this, OGC, HEW has ruled that Income derived directly by
the allottee from the sale of crops raised on the land as well as Income from
the sale or exchange of livestock raised on such land, does not constitute net
earnings from self-employment under Title II, Section 211 of the Social Security
Act. Accordingly, such Income would not technically fall within the definition
of earned Income, under Section 2153(a) (1) (B) of H.R. 1. The treatment of
such Income will require clarification.

RESOURCES

Section~ 2154.-Under this section, land which does not constitute a part of an
Individual's home and which may not be excludable (within limits) as an In-
come producing Item necessary to a family's self-support, must be counted as a
family iLesource. It Is clear that to a large extent the Indians' restricted, al-
lotted lands are not farmed directly by the allottee, but are leased to another
party for gram;Ing or mineral exploration rights. The leased Income derived by
the Indian family Is usually quite small (well below 6% of land value). How-
ever, some of these lands have a fairly substantial market value (e.g., some al-
lotments are v -orth $30.00 an acre, many allotments are at least .160 acres, worth
about $4800).

Under H.R. 1, the value of such land may have to be counted against the
$1500 resource limitation, unless some special rationale can be held applicable
to exclude It.

Some tribes have expressed serious concern about any pressure that might
be generated by H.R. 1 to Impel the sale of Indian lands, since a sale to a
nion-Indian diminishes the size of the reservation. (The land is normally trans-
ferable under BIA supervision.)

EVIDENCE OF ELIGIBILITY FACTORS

Section 2155.-It Is contemplated that proof will be secured for those factors
necessary to establish family (and individual) entitlement to assistance. Thus,
evidence may be secured of family relationship (marriage, adoption, etc.), age
and residence in the household. As a recipient population special problems may
be involved in establishing such factors, since for example, consideration may
have to be given to the applicability of tribal customs and law to establishing
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family relationship. Apparently, most records pertaining to Indian families
(including age and marriage), are maintained by the Bureau of Indian Affairs
and it Is our understanding that their reliability may be questionable.

There are Indications that there may be an unusually high occurrence among
the Indian population of unrelated children residing in the household. H.R. 1
does not provide for assistance to such children as members of the family.

2155 (a) (4).-provides that a family must contain at least one child who Is
In the care of or dependent upon another family member. The practice Is wide-
spread among the Indian population of sending post-elementary school children
away from home to BIA Indian Boarding Schools. Under existing programs,
some States hold that, where this Is the only child, the AFiDC family has termi-
nated until his return-on the basis that dependency has ceased. H.R. I does not
specifically direct itself to this situation, so that continued eligibility of the
family will have to be provided by regulation stipulating that the absence from
the household of a child for the purpose of attending school will not terminate
family eligibility.

Senator FANNIN. I don't want to take a lot of time on that and I
know very few of the States are involved and I know I talked with
you individually and others on your staff, and I do feel it is perhaps
a unique problem in our State and maybe three or four or five other
States so I don't want to dwell on it.

REHABILITATION SERVICES

I am concerned with the rehabilitation programs, especially Rehabil-
itation Service Administration, because this is about our only hope of
vocational services for these people if we could increase our vocational
service. Now in H.R. 1 there is no direct appropriation under that
program to work with the welfare family that I can find. Do you
have under the Rehabilitation Service Administration any appro-
priation of appreciable amount for that service, their work?

Secretary RICHARDSON. Yes. There is a new appropriation under
H.R. 1 this year of $100 million for service to people. It also pro-
vides at various points, for example, that rehabilitation services for
alcoholics must be provi ded, and that the alcoholic who fails to accept
rehabilitation services is not eligible for benefits. The same is true
with other rehabilitation services generally. So we are, in effect, re-
quired by the whole thrust of the law to assure so far as possible, the
availability of rehabilitation services. Other tkan $100 million, 'it is
not quite clear whether it is contemplated that this be a 100 percent
Federal funding or if it will be absorbed in effect by the appropriation
now available to the Rehabilitation Services Administration.

Senator FANNIN. I just wondered what specific guarantees there
are in the bill to show people who receive referrals to vocational re-
habilitation will actualry receive the services. Is there a followup?

Secretary RICHARDSON. Yes, there is. What we have at least to
build on here is, for example, the present relationship that now
exists under the old age, survivors, and disability insurance program
un-der which the Social Security Administration refers applicants for
disability benefits to the State rehabilitation agencies.

The Secretary of Labor under this program would refer disabled
individuals who are in families required to register. The Secretary
of HEW would be required to refer individuals who would have to
register, but for a physical disability. This means then, in effect, that
we have to assure the adequate f unding of rehabilitation services.
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The Secretaries concerned, in other words, must be assured of the
ability to purchase whatever rehabilitation services are necessary, and
this will mean, to a differing extent, the gearing uip of these agencies
wherever required.

USE OF PRESENT STATE WELFARE EMPLOYEES, IN NEW PROGRAMS
UNDER H.R. 1

Senator FANNIN. Well, thank you. I would like to discuss some of
the particular problems we have in our State, because of the Indian
population, with you, if I could at a later time. Now, I would like to
go into one subject for the record because I think you made it clear
in response to another question given to you. The Governor of Arizona
wrote in response to a communication with the State director of public
welfare, and expressed concern that, I quote:

Middle management HEW staff members have let It be known that they plan,
to effectively screen out the state employees now working for state welfare
agencies. This middle management group has made no secret of the fact they
do not want these state employees In federal service.

Now, I would like to have your response to that. I think I have had
it before in private conversation but I have assured the Governor
that this was not true. I don't think that he is satisfied with that
assurance.

Secretary RICHARDSON. Well, we appreciate your communicating
that assurance. The alleged policy with respect to State employees is
not, in fact, true. A lot of work has been done since last year with
the Civil Service Commission and with various employee groups to
develop a plan under which State personnel could become employed.
It is expected that a very large proportion of all the people handling
eligibility determinations and income maintenance payments under
H.R. 1 would be people taken over from those present functions in
State welfare agencies, and there would be required under this plan
an offer of employment in Federal service. There would be somewhat
fewer total employees in the Federal system than there are now in the
States, so there could be no guarantee of a job.

Senator FANNIN. I understand that, Mr. Secretary. But have youl
issued a bulletin or a communication to the States or to your offices
in the different areas of the country regarding the subject. I imagine
it is something that comes up continuously.

Secretary RICHARDSON. I think the statement attributed to an HEW
staff member which has resulted in correspondence with the Com-
missioner of Public Welfare referred to recruitment for the Federal
service generally rather than the staffing of H.R. 1. If your question
is have we transmitted a bulletin to our own field offices with respect
to staffing of H.R. 1-

Senator FANNIN. Outlining just What would be intended.
Secretary RICHARDSON. I don't believe we have done this. I might

ask Mr. Montgomery. We have discussed it in meetings with all the
State administrators, but we have not gotten quite that far down the
road, given the present State of the legislation.

Senator FANNIN. Well, thank you very much, Mr. Secretary.
The CHAIRMAN. Senator Byrd.
Senator BYRD. Thank you, Mr.'Chairman.
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REQUEST FOR INFORMATION ON POVERTY PROGRAMS

Mr. Secretary,, I think the information submitted by Senator Ribi-
coff is highly significant, that we have 168 different welfare an~d
poverty programs at a total cost of $31 billion. I understand approxi-
mately $7 billion of this is for social security. Of course, all of that
would not be involved in welfare or would not go to welfare or
poverty recipients. Senator Ribicoff asked for very significant figures,
analysis of various figures, information which he presented which I
think will be highly important to the committee, and I would like
to ask for just one additional breakdown when you reply to Senator
Ribicoff's inquiry.

Besides giving him what he wants, I wish you would differentiate
between the welfare and poverty programs, on the one hand, and the
social security program, on the other, if they can be. separated.

But as you so eloquently pointed out in previous sessions in response
to some questions that I put to you, the purpose of the two programs
are entirely different, that is welfare and poverty, on th one and,
and social security on the other.

Just one other comment on Senator Ribicoff's statement. He stated
that he feels he would like to see some legislative body at sometime
repeal more laws than they passed. I certainly want to second that.
Having been 24 years in two legislative bodies, I feel that one of the
best things that could happen to the people of this country would be if
these legislative bodies would repeal more laws than they passed.

USE OF PRESENT STATE WELFARE, EMPLOYEES IN H.R. 1 PROGRAMS

Now, Mr. Secretary, is it your judgment that the Federal Govern-
ment should take over all the welfare employees who are now on the
payroll of the various States?

Secretary RICHARDSON. No.
Senator 1Byiu. It is not your purpose?
Secretary RICHARDSON. No. First, because we anticipate that the

States would remain responsible for the provision of various services,
the kiiud of things which are now federally matched on the basis of
15 percent of total State and local expenditures. Second, because we
believe that we can administer the determinations of eligibility andt
income maintenance payments with somewhat fewer employees than
the States now have.

Senator BYRD. You were not planning to take over any of the State
employees?

secretary RICHARDSON. Yes, we are. As I just said to Senator Fani-
nin, we expect that most of the individuals who become employed in
the various local offices administering the famiily assistance plan and
the opportunities for families program would come from present
State and local welfare agencies.

Senator BYRtD. So you would take overtabouit hli-if of the (bmployees
Secretary RicwiIDSON. If I might make this a little more concrete:

There are roughly 185,000 employees now in the State and local wel-
fare departments. Of these about T0,0O() are concerned with the admin-
istration of payments to families. An additional number are concerned
with the administration of payments to the adult categories.
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Senator BYRD. Would it not be better, as Senator Nelson suggested,
to maintain the administration ait the local level rather than to have
all those 70,000 State employees go on Federal payroll.

Secretary RICHARDSON. We think not, Senator Byrd, because we con-
template that among the major advantages of the enactment of this
program would be the establishment for the first time of uniform mmn-
imum national benefits, uniform standards of eligibility, and coupled
with this, the opportunity to check applications and wage information
reported by the applicant against in formation reported through the
social security system and through the income tax system.

Senator BYRD. Would you plan to establish at uniform pay scale for
all such employees.

Secretary RicHlARDSON. Yes.

SENATOR CuRTIS' ALTERtNATIVE WELFARE PROPOSAL

Senator BYRD~. Senator Curtis from Nebraska has presented a sug-
gested alternative to the administration's welfare proposal. What, in
brief, is your appraisal of Senator Curtis' proposal.

Secretary RICHARDSON. In our viewv, Senator Curtis' proposal
amounts essentially to the continuation of the present open-ended F ed-
eral matching of State welfare expenditures whatever. they are. It
differs f rom present law, as weunerstand it, primarily in that the
States would be freer than they are now to determine what to spend
and howv to spend it, and so it would, iii effect, amount to givingr the
States a Federal blank check. The result, we think, is not t-o ofiqer the
prospect of reform of the present system but rather simply to say to
the States "go ahead and maintain the present system or 11ny other
system you choose," without regard to any of the efforts that are in-
corporated into H.R. 1 to get people off welfare and into jobs.

TOTAL WELFARE COSTS UNDER H.R. 1

Senator BYRD. Let's get down to HJ.R. 1 now. Assuming your pro-
grain is enacted into lawv by the present Congress, what will be the
total costs of the welfare program; that is, the Fe'deral share of the
welfare program for fiscal year 1973.

Secretary RICHIARDSON. The total cost, including some expenditure
for services, would be $14.9 billion. I am looking at the table on page
M*8 of the House Ways and Mkeanis Committee rep~ort. The same total
is shown on page 15 of the blue committee print entitled "Welfare
Programs for Families."~

Senator BYRD. I want to be clear now, are you including everything
in that, are those total costs?

Secretary RICHARDSON. Yes.
If you will refer to chart 7 of the committee print, it lists pamnts

to families at $5.5 billion, payments to adult categories at $4.1 bilion,
payments to States under the hold-harmless clause: $1.1 billion. The
zash equivalent of food stamps is $1 billion, which totals $11.7 billion.
Then there will be $600 million for child care, $500 million for train-
ing, $800 million for public service jobs, $100 million for supportive

0 See app. C, p. 438.
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services and $1.1 billion for administration which produces a total of
$3.3 billion for the costs of workfare. And then there is shown $100
million savings as an impact on other programs.

Senator BYRD. I want to be sure we are clear about this, that is your
judgment as to what the total costs will be for fiscal 1973.

Secretary RICHARDSON. Yes, this does not include medicaid.
Senator B YRD. It does not include medicaid. Let's get the medicaid

figure, if you will.
Secretary RICHARDSON. That is $4.5 billion.
The costs of medicaid are not increased under this program. If the

spend down feature incorporated in the bill as a device to eliminate
the medicaid notch is retained medicaid costs would decrease.

Senator BYRD. Let's see if we understand this now, the costs of the
welfare program will be $14.9 billion, and in addition to that, there
will be $1.5 billion for medicaid.

Secretary RICHAiwSON. Yes.
Senator BYRD. ITam correct in that statement.
Secretary RICHARDSON. Yes. Let me be sure we have it. Yes; that is

correct, Senator.
Senator BYRD. The reason I want to be sure that we are clear on

this, I refer back to last year's testimony on July 21 when I asked the
same question in regard to, well I will just read the question I asked
"~assuming your program is enacted into law by the p resent Congaress
what will be the total cost of the welfare program, the Federal share
for fiscal year 1972."1

You first replied "$8 billion." Then as we continued the discussion
wve get it up to between 10 and 10.5, and then as we go down, continu-
ing our discussion the hearing record reflects the following:

Senator BYRD. It would run somewhere between $1Q billion and $10.5 billion
as a minimum, Is that correct?

Secretary RICHARDSON. Well, I would not say a minimum. That Is an estimate.
It could be less. As a minimum the training and day care figures were held
at the 1971 level.

Senator BYRD. I think It could be more, I assume, too. It could be more, I
assume too.

Secretary RICHARDSON. I think It would be very unlikely to be more, Senator.
Now, I turn to page 727 of the hearing, and that was on July 30,

and in reply to a letter by me to you, you submit to me new figures on
fiscal 1972 which total $11.8 billion.

So I just want to be sure now that we have got all the costs in here
because in a 9-day period it went from around between $10 and $10.5
billion last year in 9 days to $11.8 billion. So I think it is worth taking
a little time now to be sure that that figure of $14.9 billion is all in-
clusive.

Secretary RICHARDSON. Well, Senator Byrd, the variances in num-
bers last year were not the consequences of changes in estimates. I
would have to-

Senator BYRD. I just asked you for the total costs last year of the
program. You gave me the figures, I didn't give myself the figures,
you gave me the figures.

Secretary. RICHARDSON. Yes, I am explaining that the answer de-
pends in a given instance as to what you count as costs of the program.
I would have to look at it again.
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Senator BYRD. Let's stick with this year. Last year is over. What
will be the total costs of the welfare programs, the Federal share, for
fiscal year 1973. That is, total costs.

Secretary RICHARDSON. The total cost is, as I said, $14.9 billion, the
cost of H-.R. 1. Table one of the report of the Committee on Ways and
Means on H.IR. 1 gives these figures, and they are also reproduced in
the Senate Finance Committee print "Welfare Programs for Fam-
ilies" in chart 7,*

Senator BYRD. Let me ask you this question to be sure I understand

yOur response. The total cost of the welfare program, the Federal
share, plus the cost of medicaid, the two items together, will total $19.4
billion for the Federal Government. Is that correct?

Secretary RICH-ARDSON. Yes it is.

INCREASE IN ESTIMATE COSTrS OF WE LFARE PROPOSAL~

Senator BYRD. Now, you responded last year that the estimated
cost for fiscal 1972, assuming this program had been in effect would
be $11.8 billion. So the arithmetic would indicate that then in a 1-year
period, between fiscal 1972 and fiscal 1973 the. costs of this program
will have increased 25 percent in that 1-year period.

Secretary RICHARDSON. I am sure the $11.1 billion figure did not in-
chide medicaid.

Senator BYRD. No, it did not include that.
Secretary RICHARDSON. So the comparable figures would be $11.1

and $14.9 billion.
Senator BYR* D. Excuse me 11.8.
Secretary RICHARDSON. 11.8 and 14.9.
Senator B3YRD. You will find that figure comes to roughly 25 percent.
Secretary RICHARDSON. Well, there are differences which explain

this that are not differences simply resulting from the markup of our
estimates. In the first place there is the Federal assumption of basic
benefits, of administration, aiid of the adult categories; there are in-
creases projected in H.R. 1 for public service jobs, in child care, train-
in supportive services.

SIenator B3YRD. So you are expanding the program beyond last year's
proposal.

Secretary RicHARDSON. The work related provisions have been
expanded.

Senator BYRD. You are expanding-the program as a -whole is being
expa tnded beyond last year's program.

Secretary RICHARDSON. Yes, in the sense that we are more determined
than ever to convince this committee that the provisions of the pro-
gram tire capable of getting people off the welfare rolls and into jobs.

Senator BYRD. I don't think this committee has demanded that the
program be expanded.

Secretary RIcihARDsoN. Some members of the committee have felt we
did not provide enough public service jobs in last year's program, and
sQome other members of the committee have thought that we didn't
provide adequately for the development of day care services, and these
are among the increases.

* See app. C, p. 433.
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Senator BYRD. Well now, have you taken into consideration the views
of the other members of the committee which, I think are in the major-
ity, who have not sought an expansion of this program.

Secretary RICHARDSON. Well, if the committee concludes that it does
not wish to expand, that, of course, is the committee's judgment. We
came. away from last year's sessions of this committee with the im-
pression that the committee wanted to do more to get people off
welfare and ito jobs.

Senator BYRD.m. But you are not taking people-there is no use to get
into that discussion, you are adding to the welfare rolls. We all admit
that. The whole record shows that.

Secretary RICHARDSON. We are not adding to the welfare rolls com-
pared to last year's program except in the adult category.

Senator BYRD. Let's stick to the figures and see if we can understand
the figures rather than get into additional discussion.

The figures show, and see if I am inaccurate about this; if I am
let me know. The figures show that your estimate for last year, the
program had been in effect for fiscal 1972, had been $11 .8 billion,
not iincluding medicaid.

Secretary RICHARDSON. Yes.
Senator BYRD. So that shows an increase of from $11.8 billion for

your program, which you recommended last year, to $14.9 billion for
the program that you recommend this year.

Secretary RIci-ARDsoN. Yes.
Senator BYRD. That is correct.
Secretary RICHARDSON. Yes.
Senator BYRD. Thank you, sir.

1971 COST OF' PRESENT WELFARE SYSTEM

I want to get the figure, the costs for the welfare program, Federal
share for fiscal 1*971.

Secretary RICHARDSON. The p resent program for fiscal 1971?
Senator, BYRD. I want to get the costs of fiscal 1971 which has ended,

and I would like, Mr. Secretary, if I could, to ascertain what the web-
fare program cost the Federal Government in fiscal 1971.

Secretary RICHARDSON. I will have to furnish that figure. I don't
have it right at hand.

Senator BYRD. When is the next meeting of the committee, Mr.
Chairman?

The CHAIRMAN. 'Well, we will be back here, if the Secretary is avail-
able we will be back in here, after we vote on the Lockheed bill this
afternoon, if that is all right with you and the Secretary. Can you be
back this afternoon, Mr. Secretary?

Secretary RICHIARDSON. Yes; I Canl.
The CHAIRMIAN. Then we will be back.
Senator BYRD~. Could I ask--
The CHAIRMAN. You see the Lockheed vote is scheduled for 3 o'clock

so I don't think we can be back here until about 3:30.

REQUEST FOR ADDITIONAL INFORMATION ON TOTAL FEDERAL WELFARE
COSTS AND EMPLOYMENT LEvEI~s IN PRIOR YEARS

Senator BYRD. If I might, Mr. Secretary, I will read you some addi-
tional questions and requests for figures I would like to get along that
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same line. I would like the costs, the total costs, I want to emphasize
the words "total costs" of the welfare program, the Federal share for
fiscal 1971, for fiscal 1970, for fiscal 1969, for fiscal 1968, for fiscal 1967,
for fiscal 1966, for fiscal 1965, for fiscal 1964, for fiscal 1963, and for
fiscal 1962. All of those years have ended, all of the figures are com-
piled somewhere and should be instantly available. I would like one
other-

Secretary RICHARDSON. We can bring those back this afternoon,
Senator.

Senator BYRD. Thank you, sir; I would appreciate that. Also one
additional figure for each of those years, and that is the total Federal
employees in the welfare program for each of those years. In a some-
what similar connection, I am assuming you don't have these figures
with you now but if you would bring them back, the total cost of the
total HEW budget for fiscal 1971, 1970, 1969, 1968, 1967, 1966, 1965,
1964, 1963, and 1962, and the total number of HEW employees for
each of those years.

(Information referred to appears on pages 248 ff.)

TOTAL BUDGET FOR HEW

Senator BYRD. One other question, what is the total HEW budget
recommendation for the current fiscal year?

Secretary RICHARDSON. In new obligational authority, about $77
billion.

Senator BYRD. $77 billion of which how much is for social security.
Secretary RicHARuSON. Including medicare about $38 billion.
Senator BYRD. $38 billion including medicare.
Secretary RICHARDSON. Yes.
Senator BYRD. Now, what was the total HEW budget for fiscal

1972?
Secretary RiCHARDSON. I thought your question was 1972.
Senator BYRD. Correct.
Secretary RicihARDSON. The total for 1971 was roughly $7 billion

less.
Senator BYRD. If you don't mind saying that again.
Secretary RiCHARDSON. The total for fiscal 1971 was something like

$7 billion below the projected total for 1972. We don't yet know, of
course, the final results of the 1972 budget. The Senate increase in
our health and welfare appropriations over the budget in the bill
enacted unanimously by the Senate the other day was about $1,050,-
000,000 over the budget.

Senator BYRD. I am trying to get an understanding of the budget
estimate now. The budget estimate for the coming fiscal year, the up-
coming year, that was my original question, is $77 billion.

Secretary RICHARDSON. Yes.
Senator BYRD. Of which $38 billion, including medicare, is for so-

cial security.
Secretary RICHARDsoN. Yes. In other words, these are trust fund

obligations.
Senator BYRD. Right. Now that is for 1972; for 1971 the total budget

was how much? That year has ended.
Secretary RiIFIARDSON. About $70 billion.
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Senator BYRD. It was $70 billion. How much for social security, in-
cluding medicare?

Secretary RICHARDSON. Commissioner Ball pointsout that the total
of $38 billion we gave you was low.

Senator BY-RD. I thought it was.
Secretary RICHARDSON. The total for 1972 is about $45 billion.

T he total for 1971 is about $40 billion.
Senator BYRD. Let's see if we have got them now. Total for 1972 is

$77 billion, of which $45 billion is for social security and medicare.
Secretary RICHARDSON. Yes.
Senator BYRD. The total for 1971 was $70 billion, of which $40 billion

was for social security and medicare.
Secretary RICHARDSON. Yes. Forty to forty-one~ and the total isn't

quite expressed that way in what I have here. Well, we will supply all
these figures this afternoon, Senator Byrd.

Senator BYRD. That would be fine. If you will supply those figures,
thank you, Mr. Secretary.

Thank you, Mr. Chairman.
The CHAIRMAN. Senator Griffin.
Senator GRIFFIN. Thank you, Mr. Chairman. I haven't had an oppor-

tunity, Mr. Secretary, to attend all the sessions where you appeared,
but Ytwould like to say I have been very impressed in those sessions
where I have been privileged to attend at your preparation and your
ability to handle some pretty tough questions right in the lion's 'deni
which is where you are, I think, in many respects. [Laughter.]

DISSATISFACTION WrrlIi H.R. 1

Senator Ribicoff said a little earlier that probably no one around
this table is satisfied with H.R. 1, and that would include me. I will
confess I am not satisfied with it and I am looking for ways to improve
it. On the other hand, I think it should be said that the alternatives
that have been put forward don't look so good either; certainly the
alternative of doing nothing is not acceptable.

While this committee has a lot of work to do and a lot of questions
to ask, I want to indicate my appreciation for the fact that you have
come well prepared. You have answered the questions or you are pro-
viding the answers very quickly for this committee, and tat ought to
be ver 'y helpful.

Now, I know that quite a lot, of work has gone into the building of
that contraption behind you there. I understand you have not had an
opportunity yet to explain it.

I would be very interested myself in knowing what it means and how
it affects the situation, so rather than ask questions, Mr. Chairman,
I was going to let the Secretary have some time so that hie can explain
what that contraption means.

COST AND NumBER oF RECIPIENTS UNDER VARIOUS BENEFIT LEm~~

Secretary RICHARDSON. Thank you very much, Senator Griffin, Mr.
Chairman, and members of the committee. May I first distribute to
you a table headed "Benefit Levels and Tax Rates (Payments and
Caseloads) ," and a note on the "welfare machine."

(Material referred to follows:)



BENEFIT LEVELS & TAX RATES - PAYMENTS & CASELOADS

Maximum Benefit
Family of Four

$2400
2600
2800
3000
3200
3400
3600

Tax Rates: 50%/
Payments Eligibles

(Billions) (Millions)

7.9/28.1
9.4/32.9
11.0/36.7
12.8/40.2
14.7/42.0
16. 8/47 .0
19.0/53.6

60%
Payments Eligibles

7.1/20.3
8.4/23.1
9. 8/26 .0

11.3/30.5
13.0/34.5
14.8/28.2
16.7/40.2

67%
Payments Eligibles

6.4/19.4
7.4/20.1
8.6/22.0
9.8/24.5

11.1/28.1
12.6/31.7
14.1/35.2
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NOTE ON WELFARE MACHINE

The "contraption" or "machine" referred to Is a device pictured In Chart 1.
It is used to illustrate the arithmatic relationship between the maximum pay-
ment, the "tax rate"-that percentage by which welfare benefits are reduced as
earnings rise-and the "break-even point"-that point of earnings up to which
some benefit is paid. The device Illustrates benefits for a family of four and
assumes a $720 annual disregard for work related expenses.

The slot AA' carries a pointer which Is set at a particular slope according
to the scale BB'. The left end of the pointer is then set at a maximum payment,
and the right end then points to the break-even.

For example, Chart 2 Illustrates the variables for the current H.R. 1 pro-
posal-a $2,400 maximum payment, a 67-percent tax rate, and a $4,320 break-
even. The dotted line Illustrates how the slope-tax rate-was set prior to mov-
ing the pointer to a $2,400 maximum.

CHART OME

FAMILY OF FOUR:$ 720 DISREGARD FOR WORK RELATED EXPENSES
a-- Al

4000

3000%

2000 

40%

)000%

200C I- _ __ _

MAXIMUM
PAYMENT

-3720 *4720 $5720 $6720 '7720 $8720

BREAKEVEN POINT

CHART TWO0

OF FOUR: $720 DISREGARD FOR WORK RELATED EXPENSES

AIAV
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Secretary RiciiARDSON. This table, which You1 will have in front of
you in a moment, shows the maximum benefits for a, family of four
starting with $2,400 andl going up to $3,800, and it shows the total
costs at each supposed benefit level at a given tax rate of 50 percent,
60 percent, and 67 percent. It shows, for e example, if you have a $2,400
maximmni benefit for a family of four, and you have a 67-percent
tax rate, which is what is in H.R. I now, the total cost in dollars is
$6.4 billion, the total eligibles are 19.4 million, talking now only about
families.

The chart-
The CHAIRMWAN. Are you talking about millions in terms of eligi-

bles; is that right?
Secretary RICHA1 RDSON. Yes. You see at the top rate of $6.4 billion in

payments; 19.4 million people who would be eligible.
If you assume the lowest tax rate shown on the chart, 50 percent,

and the highest benefit level, in the lower left-hand corner, you see
total payments of $15.7 billion and total eligibles of 53.6 million
people.

If you were to push the minimum benefit level or the maximum
benefit level up as has been proposed, for example, by the National
Welfare Rights Organization, to $6,500 and assume a 67-percent tax
rate, the higher tax rate, you would still have a cost approximating
soinethinig like $70 billion and well over half of the entire population
participating in the program.

Now these consequences are shown on the machine which you may
remember, Mr. Chairman. *

USE OF E XPANSION "TAX RATES"

Senator RH3IcoFF. Tax rates on what and for whom? I understand
what they say but I don't understand the term "tax rates."

Secretary RICHARDSON. The term "tax rate" applies to the reduction
in benefits proportioned to earnings. For example, if the family earns
$3 at a 67-percent tax rate then benefits are reduced by $2. So the wage
incentive, in other words, is the opportunity to keep $1 for $3 earned.

Senator RIBIcoFF. When you talk about tax rates you are not talk-
ing about the general revenue.

Secretary RICHARDSON. No, no; it is just a way of expressing what
the consequences of earning an extra dollar are.

Now, the committee's prints-
The CHAIRMAN. As I understand, Mr. Secretary, when you refer to

that as a tax rate you are just assuming in effect that they were re-
ductions in payments just as though thifs were a tax on the income,
I take it.

Secretary RICHARDSON. Yes; for example-
Senator RIBICOFF. Could you use a different term, could you get a

different word.
Secretary RICHARDSON. Well, you can call it a disregard rate. If you

look at the committee print entitled "Material Related to IH.R. 1,
Work and Training Provisions," chart 12,* * you see the effect of what
is referred to there as the tax rate of 67 percent expressed across the
top of the chart. So that, if a dollar is earned by a family with income

*See, p. 230.
SSee app. B, p. 366.

65-745-71-16
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of $1,000 to $2,000, 67 cents of that dollar, in effect, are unavailable
to the family because there is a corresponding reduction in benefits
paidl

Senator RjiBcoFFi. The only point I would make is that we are going
to have enough trouble with this bill without giving people the ' im-
pression they are going to have to pay a 67-percent tax.

Secretary RiciuARDsoN. Yes.
Senator HTANS1EN. Mr. Chairman, if the Senator will yield, lot mie

support the Secretary. I think it is a most appropriate term to use.
1 have gone through that deal and isn't that just exactly what it
amounts to? As earnings increase the amount of money that can be
kept, including benefits, decreases and the 67 percent does accurately
reflect the amount that is not available.

Secretary RICHARDSON. TJhat is true. It is a question of, I think, find-
ing a happier term than this. B~ut I think it is absolutely essential that
it be understood that all the tables that have been developed by the
committee over the last year, including the most, recent ones, are (le-
signed to show that there is not an adequate work incentive in the bill.

Now, this means, I take it, that the individual isn't allowed to keep
enough of his earnings. Ironically, some of the same people who have
been concerned about the steepness of the disregard or the earnings
loss or benefit loss have sometimes felt that l eople should be required
to work for the benefit rate at whatever it is, which would in these
terms mean a 100-percent tax rate.

In any case what I am trying to get across is that you have to make
the inevitable choice between the percentage of disregard,-, the costs,
the caseload, and the numbers of people eligible, and this chart sho-ws,
this.

If you would like a minimum benefit level, put $2,400 at the 67-
percent provision now in 1.IR.1.

Senator MILLERi. Can I ask with respect to the 67 percent, please,
does that mean the first, $720 is a disregard, plus one-third of the pay
for the earnings over that; is that what you mean?

Secretary RICHARDSON. Yes, $60 a month disregard plus one-third
of earnings over that, up to the break-even point. So if you had a 50-
percent "tax rate" that would mean the $720 a year disregard and 50
percent or half of the remainder. Thisj is another way of saying that
if, as a workc incentive, you only reduce benefits by 50 percent, 50 cents
is retained for each dollar earned. As H1.R. 1 is now written benefits
are reduced 67 cents for each dollar earned. This column shows the
maximutm payment, which has been set at $2,400. This angle shows
the point on this curve which reflects the disregard rate, showing 67
percent in effect is the proportion by which benefits are reduced], and
that brings you out at a break even of $4,320. In other words, a family
with earnings over $4,320 cannot. get benefits.

Now if wie more this up, and -moved it to $3,600 and at a, pardon
the expression, tax rate of 50 percent here, that comes out then at a
break even of $7,720. That is the reason, therefore, why at 50 percent,
with a $3,600 maximum benefit the total number of people on the
rolls is 53.6 million people. To put this in words expressing it as well
as I have seen it put anywhere, I would like to call to your attention
again, pages 218 and 219 of the W1,ays and Means Cominittee report:

Your committee also considered the basic elements affecting the cost and
coverage of plans like those provided for In its bill. These elements are (1) the
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amount of benefit provided to a family with no other income, then basic benefit
level; (2) the rate at which this benefit level is reduced by earnings (the disre-
gardl formula) ; and (3) the level of family Income ait wvhiek it i!s no loiger
eligible for any benefit (the break even point). Any two of these elements deter-
mine the third. They thus also determine the cost of the plan andl the number
of eligible families. Raising the basic benefit level is consistent with the desire
to provide more adequate support for those households who have not other means
of -upport.

That is, raising this number does, of course, serve the objective of
providing more adequate support for those households that have tio0
other means of support.

Increasing it by one hundreds dollars, however, and keeping other
parts of the benefit structure the same, raises the break-even Point-
as you can see, as this goes uip this pointer moves over along the hot-
tonii line, raising the basic benefit level; increasing it by $100 raises
the break-even point by $150.

In other words you move this uip a hundred dollars, you move this
over one fifty dollars. Increases the cost by over $500 million a year-
that is, as you move this up $100, you cost the total program $500 mnil-
lion and the number of eligible families by 300,000.

If you raise this by $100 you add 300,000) more of more families to
the rolls. The cost of such increases in general gets progressively
higher; that is, each additional one hundred dollars in the basic benefit
costs more than the preceding one. The r-easonl for this effect is quite
simple. There are more family ics with earnings in each hiigher $100
interval. This effect would continue until the level of the break-even
point exceeds average family earnings for the whole Nation.

That is why you see the 53.6 million eligibles in this chart at $3,600,
and this is whN~y at a $6,500 family benefit as proposed by the INational
Welfare Righits Organization more than half of the entire population
would be onl the roll.

CONCERmN OF ADMINI STRATI ON WITH I (osT A ND PROPORTION OF
POPULATION ON WELFARE

Now, when you come then to consider the question of work incent ives
which, of course, is what the charts are about, it is absolutely funda-
mental that you Cannot. increase thie incentive, that is the share of re-
taimed earn'llings, Without increasing the brea k-even point, there fore
increasing the number of families on the rolls, therefore iicreasiivr
the costs. And I hiave tried to make clear over and over. again, the ad-
minstration is concerned, No. 1, lest the cost levels go too high.

Second, we are concerned, as is the committee, w ith the implica-
tions of having too large a proportion of the population receiving
benefits. These are considerations therefore which lead us to feel that
$2,400 is as highi as we can justifiably go at this stage in minimumil
benefits. Since thie If louse Conmnittee dlid go as high as $2,400 in mini-
mumi benefits we ur-ged, therefore, and support a reduction in thle
wage incentive feature of the share of retained earnings from the
60 percent: thiat is retention of 50 percent to retention of one third
under the present law.

If we had left the 50 percent ait $2,400 as you see there, the cost in-
stead of $6.4 billion would have been $7.9 billion, and the total eligi-
bles would have been 23.1 million instead of 19.4 million.

BEST COPY AVAILABLE
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RELATIONSHIPii BETWEEN DECREASING "TAX R-ATE" AND INCREASING
NUMBER OF PEiRSONS ELIGIBLE FOR WELFARE

Senator HANSEN. Mr. Chairman, if the Secretary would permit an
observation at that point, I think what he is saying is highly signifi-
cant. The Tellas' study made this observation:

The significance of the Tellas' finding that the marginal tax rate Is a major
discouragement to work is If the tax rate Is lowered the work incentive becomes
less severe but then the plan must subsidize higher and higher incomes.

And I think that is precisely the point the Secretary is making.
Charts that might spell this out in language intelligible to everyone,
I think, have been prepared, and I was looking at a chart that I think
tries to project the impact that H.R. 1 would have in a typical circum-
stance such as in New York City,7. And while I know the Secretary has
taken exception to the complete applicability of trying to project the
impact of this plan in that circumstance because, as he points out, cer-
tain things may not. be fully determined. It is, I think, nevertheless
worth noting that with earnings of $2,000 under H.R. 1 in New York
City and including all Federal and State benefits, social security taxes,
and public housing, we come to a total net cash and public housing fig .
iure which shows that a female headed family of four earning $2,000
would receive a total net cash and public housing benefit of $6,136, that

is, if she earns $2,000 a year.
Let's suppose that she earns $7 000 a year, do you know how much

she would be able to keep under this same formula? She would better
herself by a total of $46. In other words, if she earned $5,000 more
money, if she moved from a $2,000 income to a $7,000 income, she would
be able to keep only $46 additional in total benefits, which shows and
underscores the point that there are important work disincentives and
those are the things to which the Secretary has been addressing himself.

If you try to cut them out, if you were to lower the effective tax rate,
that is the 67 percent so that for each additional dollar that a person
earns he would be able to keep more than 33%/ cents then you get into
the dilemma of expanding the program and making~ it faLr more costly
so that instead of a program that for fiscal year 16b3 would cost $14.9
billion-I haven't seen projections made to show what it would cost,
but two tings, happen.

No. 1, you ring a lot more people into the program, isn't this right,
Mr. Secretary?
Secretary RICHARDSON. Absolutely.
Senator HANSEN. So it makes for a very complicated situation and

one that I hope we can give considerable attention to before we make
any hard and fast decisions because there just are not any easy and
good answers to it.

Secretary RICHARDSON. You are absolutely right, Senator.
This brings us squarely. to the charts, and I will be glad to go fur-

ther into them at any point, but let me make two preliminary com-
ments. One is that if we assume unquestionably all the numbers on the
charts as originally developed by Senator John Williams, which we
have updated, and which you were reading in the case of New York
City just now, even if we accept all of the implications the only thing
you can do about it will have the effect of, as you have pointed out, in-
creasing costs and caseloads. In other words, if you don't think the
work incentive is sufficient that is all you can do.
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Second, we don't think the picture is really as bad as the charts indi-
cate and I would just like to, if I might, take just a moment on this
and ask you to look at chart 12. It could as well be the one in New
York in this committee print.*

Senator HANSEN. If I could interrupt for just a moment, Mr. Sec-
retary, it might be helpful to all of us if these figures could be blown

up Into charts so you would be able to make your point and address
a chart as you did.

May I suggrest-
Senator CURTIS. I understand this has been done.

TREATMENT OF SOCIAL SECURITY TAXES

Secretary RICH[ARDSON. We have the bigger charts. This is a simpler
chart and I only wanted to make two simple points before we go to
the more detailed charts. One is the picture isn't as bad as shown on
the charts if, No. 1, you eliminate social security taxes. We think
this is justified because the individual's contribution to the social
security taxes is buying himself an interest, in effect, in an ulti-
Mnate-

The CHAIRMAN. Mr. Secretary, you are talking about buying that
man something that he is supposed to get 40 years later which is go-
ing to do him very little good if he is hungry now.

Secretary RICHARDSON. Well, the question is if you are going to
recognize benefits in kind you might as well recognize his across the
board. If you are going to show in effect somebody being clipped by
the effect on tax incentives, on incentives that are shown by inedicaid,
for example, you have to take into account that not everybody: is
going to use medicaid. This was never recognized. If you are going
to show benefits in kind and show housing you might as well recog-
nize that only 7 percent of the people on AFDC benefit from public
housing. So we are saying in effect that if you are going to take into
account the ininus side economic benefit considerations affecting a
family of four, you ought to take them into account on the other side
also, and therefore that reasoning produces a wash under the social
security tax. The second point is-

The CHAIRMAN. Mr. Secretary, we were talking about whether or
not this welfare reduction can be called a tax, but nobody in his right
mind can contend that social security tax is not a tax can they?

TREATMENT OF INCREASE IN MEDICAID DEDUCTIBLE

Secretary RICHARDSON. Well, we don't endorse the analysis that
suggests-take these charts, for instance, that show on page 12, chart
12-

The CHAIRMAN. Yes, T am looking at that now.*
Secretary RICHARDSON (continuing). Shows 33 cents on the dollar

going into medicaid, the medicaid deductible increase. This would
never happen except for a family that has very high medical expend-
itures. This does not show an actuarial value.'It assumes a situation.
Now what we are saying in affect is that if you really want to look at
the situation of the family you have got to look at it whole. It is

*See app. B, p. '066.
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for this reason, for example, we have urged that the committee offset
some of the disincentive features that build up the "tax rate" by some
,on the other side including the fringe benefits which increase in pro-
portion to earnings.

Senator RTBTCOFF. 'Will the chairman yield? I think we come to this
'dilemma. We have the charts prepared by our own committee staff and
-we have the charts prepared by HEW. Evidently there is a difference
of opinion between the staff and HTEW. Now, it isn't a question of a
conf rontation. I think it would help all of us to understand this com-
plicated situation while the Secretary and his very able staff at HE W,
for whomn I have the highest respect, are here, if we could have our
own staff present their charts and explain them, we could then see if
a, reconciliation is possible between the differences of our staff's charts
and HE W's charts so we will know what it is all about. TUltimately
we are going to have to make the decision, Mr. Chairman.

The CHAIRMAN. WAe will do that. But I think we would do better
to, xet into these charts when- they have more time.

Senator Nelson is the, most discriminated man on this committee.
He spent more time listening to this and had less time to ask ques-
tions. If it is all right with you I would like to give him a chance.

Senator NELSON . will defer the questioning.
Secretary RICHARDSON. Thank you, Senator Nelson. I think I can

quite quickly conclude with the preliminary points I wanted to try
to get across before we get to the charts. Let me try to restate what
I wa s j ust seeking to communicate.

MEASURIING WORK ]DISINCENTIVES

We say, No. 1, that insofar as the charts taken at face value show
that there is little or no incentive to earn more money in the cities in
question, there is nothing you can do about that that does not have
several consequences: an increase in costs, an increase in numbers of
those eligible, and an increase in the break-even point. You could try to
amputate this effect by siply excluding people above a given break-
even but that of course would be to introduce a notch and the whole
point of the exercise was to try to avoid notches, so I assume that is
not a.n admissible alternative.

That leaves you only the alternatives of adding numbers and adding
costs.

The second point I wanted to convey is that I don't think the ch.a rts
can be taken at face value because they do not consistently recognize
economy i c benefits.

It is otie thing to look at cash incentives as such and stick to that.
It is another to try to factor in economic benefits, and we say while
that is ani inherently difficult thing to do, if you are going to do it,
do it consi stently. If you are going to say, "Well, that is an exceptional
situaftion,"l thien we say, "All right, leave. out exceptional situations
wichl ineaii,; disregarding the unusual circumstance of those who beiie-
fitt fr-om the subsidy of public housing."

Now, this then takes us to the route which leads us to present dlif-
ferent data on the charts than the committee staff has shown. or than
Senator Williams showed last year, and it is these differences really
that I think could best be illuminated by reference to the charts
themselves.

BEST COPY AVAILABLE
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QUESTION Or WHETrHER H.R. 1 WILL AcuI-iVE ITS PROCLAIXED GOALS

The CHAIRMAN. Mr. Secretary, I am not going to get into it now
but before the hearings are 'over I will try to demonstrate what the
problems are as I see them, while you are a witness, so you will have
a chance to comment on them. But the more I look at this thing, the
more it looks to me as though you have a program that is partly Cre-
ated by the Supreme Court, partly created by Congress, and partly
created administratively, and it winds uip in what we call the welfare
Iness.

Now to try to get out of it your bill reminds m-e of a situation
where a driver has his car bogged down in miud and he is trying to
gret out of that. hole by simply stepping on the accelerator and turn-
ing~ his whAeels faster. The more hie turns his wheels the deeper in he
gets, so that it seems to me that you are going to have to find a different
way to do this Unless you just want to keep digging yourself -in deeper
awl deeper into thie samec mess you are talking about.

I will be glad to demonstrate to you later on when it is appropriate
for me to do so why it seems to me that you are not going to get out
of the tral) this way.

I have never been one who wouldn't, buy your program because
of the cost. What concerns me is, I don't think that it will work.

.I offered you a chance last year to prove it would work but un-
fortunately that is something that the Department didn't want to do
whien we actually got to a showdown on it.

Senator Nelson.
Secretary RICHARDSON. Mr. Chairman, let me say this: As I said

very many times last year, and would like to reiterate now, we in
1-1E'W stand ready to work with the committee toward any better solu-
tion than we have been able to produce but I think it is significant that
the elements of welfare reform originally proposed by the President
in August 1969, having had very careful consideration in the House
last year, and then by this committee in the Senate, having been re-
examined on the IHouse side again in this Congress, still remain es-
sentially intact. I would say this, in short: I do not believe that there
are that many ways of doing it. If you are concerned with trying to as-
sure that a person working is always better off than a person on wel-
fare, if you. are concerned, therefore with providing some element of
wage incentive, if you are concerned with trying to get people into jobs
and off welfare, there are only a certain number of things you can do.
They may or may not turn out to be in combination as effective as
we hoped; these are all the things that Secretary IHodgson testified
about the other day.

We would be glad to have the committee improve the program. We
think( you are going to have to go through once you get down to mark-
ingr the bill, through the same funnel the rest of US have been through,
and1 maybe you will come out with adjustments in one form or the
ot],e(r. You mify want to (d0 som--ething about the mani-in-the-house or
residency or chmasingr runaway fathers, but if you are going to en act any
program at all, and I hope you will, I think it is going to have to
look quite a lot like this because there just are not that many ways
of doing it.
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The ChAIRMAN. Well, that we will see.
Senator Nelson.

CHARACTERISTICS OF, WELFARE RECIPIENTS UNDER H.R. 1 AND
ALTERNATIVE PROPOSALS

Senator NELSON. Mr. Secretary, have you submitted to the com-
mittee the breakdown of the column, where you end up at 19,400,000
welfare recipients. Do you have a breakdown of who thby are; how
many are working poor, how many ADC, elderly ill, and so forth?

Secretary RICHARDSON. Yes, we do. Of course, Iwould just say we
would be glad to furnish this for the record, but I think it is obvious
that as the breakeven point goes up you cover more and more families
with substantial earnings.

Breakdown of 19.4 million PAP-OFP eligible8
Millions

Total FAP eligibles In :1973 ---------------------------------------- 19. 4

Children under 16--------------------------------------------- 11. 0
16/17 In school ------------------------------------------------ 0. 9
16/17 not in school ------------------------------------------ 0. 2
Adults-IS and over not !in school------------------------------ 6. 8
Adults-iS and over in school ------------------------------------ 0. 5

Excluded from registration ---------------------------------------- 16. 6

Children under 16--------------------------------------------- 11. 0
Wives of family heads------------------------------------------ 2. 2
Female heads, child under 6 ------------------------------------ 0. 8
Aged/disabled------------------------------------------------- 1. 0
Persons required in home--------------------------------------- 0. 3
Full time students-16 and over ---------------------------------- 1. 3

Required to register ----------------------------------------------- 2. 8

Full time/full year workers------------------------------------- 1. 4
16/17 not in school -------------------------------------------- 0. 2
Adults, 18 and over, not otherwise excluded------------------------ 1. 2

The C1hAIRMAN. Could I interject just one point there, Senator,
because I would like to add this to the record. Mr. Secretary, would
you mind adding to your chart what happens if you apply the $6,500
figure because there is a great deal of agitation for that. I am talking
about the chart you supplied.

Secretary RICHARDSON. Yes.
The CHAIRMAN. Would you mind providing us with the terms of

numbers of people and in terms of dollars, how much money it would
cost and how many people would be on the welfare rolls. And I would
appreciate it if you would also try to break that down as between
adults and children, so we can see just what percentage of adult popu-
lation and what percentage of the child population we are talking
about when you get into those kinds of figures. Would you mind sup-
plying a chart like that?

Secretary RICHARDSON. Yes, sir. We can extend the figures in the
form you have shown them in multiples up to $6,500-

The CHAIRMAN. Right.
Secretary RicinARDSON. Very promptly. The breakdown between

families and children, I am not sure whether that may take a little
longer. But we can certainly provide the first data right away.
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It has been called to my attention, Mr. Chairman, that we have a
tabulation which does show characteristics of persons covered by the
$6,500 welfare reform plan in terms of numbers of persons, payments,
sex of family head, race of family head, age of family head, presence
of children, region of residence; under that heading, whether within a
central city or suburb or outside of it.

The CH1AIR1AIAN. I will ask it be printed. We want all the informa-
tion that we can muster relative to what we are trying to do, Mr. Sec-
retary, and if your staff will go over the information you have and
make it available to our staff, I would like to assure that everything
that might help somebody in his thinking about this bill is available
to him.

(Material supplied follows:)
CHARACTERISTICS OF PERSONS COVERED BY THE $6,500 WELFARE REFORM PLAN

Number of Number of
persons Payments persons Payments

(millions) (billions) (millions) (billions)

Total------------------ 112.0 $72.4 Place of residence:
inside SMSA-------------- 64.3 t40.0

Sex of family head: Central city ------------ 32.9 22.8
Male-------------------- 89.9 49.0 Urban fringe----------- 31.4 17.2
Female------- ----------- 22.0 23. 5 Outside SMSA------------- 47.6 32.5

Race of bead: Urban---------------- 16.3 10.4
White:------------------- 91.1 54.5 Rural----------------- 31.4 22.1
Nonwhite----------------- 20.9 18.0 Work experience of head:

Age of head: Full-time:
Under 65- ---------------- 96.7 58.4 50-52 weeks ------------ 62.2 28.4
65 or over ------- ---------- 15.3 14.0 27-49 weeks ------------ 12.7 7.5

Presence of children: 1-26 weeks ------------- 5.4 4.6
With children or student Part-lime:

18 to 21----------------- 87.1 50.5 50-52 weeks----- 2.8 2.3
Without children ------------ 24.9 22.0 27-49 weeks ----- 1.7 1.4

Region of residence: 1-26 weeks ------------- 3.0 3.0
Northeast----------------- 24.6 15.3 No work----------------- 24.2 25. 2
Northcentral --------------- 29.8 17.5 Number of earners in family:
South-------------------- 39.3 28.1 No earners---------------- 15.6 19.0
West-------------------- 18.2 11.5 l earner------------------ 48.0 29.9

2 earners----------------- 32.1 15.9
3 or more earners ----- 16.3 7. 7

The ChAIRAIAN., Senator Nelson, I am sorry.
Senator NELSON. At some stage the question is going to be raised as

to what happens if you have a tax rate of 60 percent and what happens
with a tax rate of 50. Th~iat is, what is the changing character and com-
position of the beneficiary groups at 19 million and 26 million. How
does the character of the makeup or composition of the increasing
numbers change, if it does change. Could that be supplied?

Secretary RICIIARDSON. I believe so. Let me ask Mr. Mahoney.
Yes, we can do that.
Increases in the number of families eligible for assistance resulting from

increases in benefit levels tend to come disproportionately from white, working,
male-headed families. For example, raising the benefit level in H.R. 1 from
$2,400 to $2,800 would make approximately 1.2 million additional families eli-
gible. Of these families, slightly over a million (86%1) would be male-headed;
850.000 (71%) would be white; and over 1.1 million (94%) would have some
woo-k experience during any given year. The heads in over 60%1 of these families
would be persons working full time all year long. The additional eligible fam-
ilies would not come from the various regions or labor market areas of the
country in any disproportionate way. Summary comparisons of the major



2410

demographic characteristics of family heads under the two plans are sliown
below:

Percent of families

Characteristic $2,400 plan $2,800 plan

Total families ----- ----------------------------------------------- 100.0 100.0

Work experience:
Some work experience during year --------------------------------------- 64. 5 71. 5
No work experience during year--------------------------- -------------- 35.5 29. 5

Sex of head:
Male-------------------------------------------------------------- 47. 7 56. 8
Female----------------------------52.3 43. 2

Race of head: - ----I- --- -- ---- ---- ---- ---- ---- --
White-------------------------------------------------------------- 62.0 64.2
Nonwhite ---------------------------------------------------------- 38.0 35.8

Region:
Northeast ---------------------------------------------------------- 20.9 20. 5
Northcentral -------------------------------------------------------- 20.2 21.2
South ------------------------------------------------------------- 42.6 4V.4
West ------------------------------------- ------------------------ 16.3 1,5A

Senator NELSON. Mlay I ask another question?
iDoes the administration proposal anticipate elderly poor working?

PUBLIC SERVICE E.,NPLOY3MENT FOR ELDERLY PERSONS

Secretary RICHARDISON. There is provision in the coverage of the
adult categories, including the elderly, for essentially the -samne re-
tention rate or disregard of earnings that there is in the case of the
other, that is the coverage of families. The projections of cost don't
assume that many of them, fortunately, w-ould actually be working.

Senator NELSO.N. I am just wondering g if we shouldn't take a look
at that.

Under the mainstream program, which we have had experience
with now for 6 years or so, we have elderly poor who are working
and they can earn up to $1,500 a, year. As you know, some of the people
under this program are 80 years old, many in their 60's and 70's, and
they are very enthusiastic workers. T hey are all working because they
want to work, and they are working on projects in the field of parks,
recreation, highway beautification, and doing remarkable jobs. It gives
them responsible work and money which they both need and want.
I am wondering whether we. shoul dn't try. to build into this program
the opportunity for the elderly who wish to work to be able to
participate.

Secretary RiCHIARDSON. We certainly think it is a, very healthy and
valuable kind of emphasis to try to provide. The program does, in
effect, incorporate work incentive's as adequate as seem feasible, essen-
tially through the same device of the disregard of $60 a month in
order to cover work expenses, and then a disregard of one-third of
the remainder.

In the case of recipients of social security ben efits, there has always
been a liberalization of the retirement test 'which. means therefore that
a beneficiary under age 72 may earn $2,000 in a year and still he paid
full social security benefits. This is an increase from $1.680.

There is also a provision to the effect that instead of reducing, bene-
fits dollar for dollar over that there would he a reduction of $1- for
each $2 of all earnings above $2,000, for eachl dolk,,r of earnings abrwe
$2,880 without any maxiniurn. limit. In other words, you ju-st, reduce
benefits $1 for $2 earned down to the point where the benefit total
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wouldI be eliminated, and this is another provision specifically designed
to encourage work onl the part of those who would otherwise be retired.

Senator NiELsoN. The public service employment jobs in the bill
total 200,000, is that right?

Secretary RiciIAnISON. Yes.
Senator NELISON. Is there provision or is it contempllated that the

program will, in fact, afiordl opportunity for public service emlploy-
nient by elder citizens of the nature that is now being perfoiied
under the mainstream prograin.

Secretary RtcilmsoN. Yes; I think~c so. Of course, there is the prio-
grain ge .al administered by Action which aims at finding usefuli
volunteer roles for elderly people also, in order to keep them partici-
pating actively in their communities.

The problem with the 200,000 jobs is the problem of the competing
claims for them in a g.iveni area, including people inl families vi th1
children and, as Senator Ribicoff pointed out earlier, the ininilimin
benefit levels are relatively more ad(lequate for adults thian for families
if there is no supplementation by ear-nings.

Senator NELSON. One of the staff members states that under the bill
all thle 200,000 jobs are for families.

Secretary RICHTARDSON. Yes, that is correct-I have just been
remnindedl of that., too.

Senator Nm Vsox Wat is tfie definition of a family in the bHll i
VeCretam Ih ._RI II AlZI)SON. With ch ildlren.

Senator N Irso. ith children. It would seem to mel( w\e outi~l to
do somlethling about that public service aspect because. I would thiinkc,
if it, is limited it is quite discriminatoryy against thle elder citizen who
wants to work and needs sullplelemental. income. Somle 125 lereent of
the elderly tare living inl poverty. The miaitstream program has been
exp~erimnited witlh for several years and it is a very popular prgri
and a very successful one. I would hate to think thiat we are not going
to give the Opp)ortunity to the( elderly poor to have public service
employment opportunities. 1 ami wondering if it -wouldn't be w- orthi
while, to take another looki at this problem and consider just expanding
what is ini fact now thie mainistreami program.

It is one way furthermore to give some opportunity for the rural
areas to participate. I worry that. somehow or another within the dra-
mai~tic and visible evidence of poverty inl thle city tare-as that w\e end
lip (liscriii eating against r-at areas. Thel( coiet rat iOnl of poverty
iii the rural areas is not so visible.

Tre~~ are more p)oor people inl rural Anierica. thain in the (,;ties.
Over thle years inl our1 Poverty programs we have discrinminlated against
rural areas where there is more poverty thian in thie cities lbecanse I
think thie cities lpr'oblems are more visible anil there are mlore people,
(0Nlow hiere in t lie Conlgress representing cities th'an thleme are repre-
senting rural areas. But I think we have got to do something about
providing ani opportunity for elderly poor iin bothi cities and(J rutral
are-as to earnm soine iioiiey amn ake a usefull contribution to their
Coll)un11 i ty.

Secretary IHcARD~SON. I certainly agree with the general thruA of
what you are saying, Senator. Trhe problem is simply the problem of
the level at which the public service program is funded initially. In
general, the thrust of what the Action Agency is doing and a good deal
of work being done by the Administration onl Aging in REW is con-
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cernedi with both the income levels and rewarding usef ul occup-ation
of elderly people.

So far as the rural areas are concerned, the effect of IH.R. 1 is signifi-
cantly, of course, to improve income levels in rural areas especially.
Secretary Veneman has something to say.

Mr. VENEMAN. Senator Nelson, I think might be helpful to see the
motivation of putting 200,000 in H.iR. 1 as opposed to the manpower
bill signed by the President recently. The purpose was to have job
opportunities for those persons who were required to register for work.
Persons in the adult categories, although they have the incentive to
work are not required to work. So that was the reason that these jobs
were identified for public assistance recipients with families because,
we do have the work registration requirements. However, I 1)elieN-e the
manpower act, and you know better than 1, 1 ami sure, thavt was re-
cently signed does include public Service jobs, additional public serv-
ice jobs, different funding, but for which the adults would be entitled
who were on public assistance. They woilld, in turn, get the incentive
of the $60 a month for the disregard under the piiblic assistance act
plus the incentive that is in the public service job provisions of the
manpower program.

Senator ANDERSON. The chairman has asked me to adjourn the
meeting at this time.

Mr. Secretary, are you going to be back again at 3 :30?
Secretary RICHARDSON. Fine.
Senator ANDERSON. In the sa me room.
Secret ary RICHIARDSON. Fine, tim ink you.
(Whereupon, at 12 :20 p.m., the committee was recessed, to recon-

vene at 3 :30 p.m., of the same day.)

AFTERNOON SESSION

Tie CHAIRMIAN. This hearing will come to order.
Senator Jack Miller would like to ask a few questions lie had been

holding for the morning session aiid the chairman recogniizes him for
that purpose.

Senator MILLER. Thank you, Mr. Chairman.

IMPACT OF ALTERNATIVE EARNINGS DISREGARD RATES

Mr. Secretary, we had this chart down here this morning, and it
showed some o? the 50 percent and 67 percent bite out of additional
earnings. I am wondering if we could have your staff prepare us some
additional figures, preferably in chart formn, which would show us
what would happen if instead of the 67-percent bite, there would be a
75-percent bite. Also what it would look like if we had a 65 percent,
also a 60 percent.

I think that could probably be worked out without too much diffi-
culty, couldn't it.

Secretary RICIIARDSON. Oh1, yes; we could do that.
Senator MILLER. Then in addition to that suppose instead of the

$720 disregard we had a $360 disregard and how that would look if
we had a 67-, a 65-, and a 60-percent bite.

Now, one reason I am asking for those figures is to give the Finance
Committee a chance to consider some of its options. I understand that
many welfare administrators had laid much of the blame for the in-
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ability. to get people o'ff the AFDC rolls on the earnings disregard
provsins which were adopted iii 1967. This disregard feature also is,
as I understand it, one of the most expensive features of the present
proposal for expanding welfare coverage. In fact to keep the cost of
living within some sort of bounds, as you know, the House reduced
or increased the earnings disregard, or reduced them, I should say,
from 50 percent to 33/ percent.

I amn also advised that the New Jersey guaranteed income experi-
ment has not found that different disregard rates really make any
difference in work incentives, and that the Department of HEAV has
not found it worthwhile to come up with any information as to the
effects on work incentives with the disregard adopted in the 1967 act.

In view of this lack of evidence how much confidence. (10 you really)
have in this disregard feature of the spending Il.IR. 1?

Secretary RICilARDSON. Senator Miller, let me begin my answer by
pointing out that part of the problem, as the committee has noted
in its own charts, that is that any bite taken out of earnings is affected
by other related programs to some degree..

The issue over the charts, of course, is an issue over the extent of this
impact. At any rate, it is a factor to be taken into account in consider-
ing the level -At which the percentage figure is placed.

A second point that needs to be brought forward at this stage is,
the effect of the disregard of work related expenses under current law.
One of the things which has the consequence of in some cases continu-
ing eligibility for welfare payments, despite a comparatively high
level of earnings. is thie disregard of expenses of day care, for exam-
ple, or the disrega rd of income earned by a student. The kind of exam-
ples, for instance, which Governor R~eagan has used to show how high
up the income scale you can go and stil1 get benefits in California, is
more attributable to the disregard of related expenses under the 1967
amendments than the thirty and one-third feature in itself.

This all leads to the reason why the Committee on Ways and Means,
although increasing the deductible expenses of work, that is the cost
of going to work, including carfare, gasoline, and so on from $30 a
m1-onth to $60 a month, simultaneously lput a lid on work related ex-
penses of $2,000 for a, family of four. This includes the other disre-
gards in effect, and increases to a $3,000 maximum for a family of
six so as to top off these cases with very high earn income and yet
continuing the elig(ibility for benefits.

I go into this be-cause the effect of H-.R. 1 is not otherwise sigrnificant-
lyT to change the disregards under present law. It slightly increases
thlem by providing for a national work expense total of $60 a month
instead of $30 as a flat disregard plus any other expenses that the in-
dividual could plausibly claim to be work related.

We can, and will, provide the figures for you, but
Senator MILLER. Additionally would you be good enough to find or

to sup 'ply us with the figure if there were no disregard at all. I asked
you for the $720 and $360, and let's assume no disregard in that side of
the equation, and then the 67, 65, and 60.

Secretary RiciIAimSON. We could do that. I just say the reason of
course why there is any flat disregard for work expenses in the pro-
posal at all is simply that otherwise it m-ay be difficult to get an~ in-
dividual not working at all over the threshold of at least a part-time
job. But, of course, whether to do it or not is a question of judgment,
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and -we would be glad to furnish the figures as a basis for the commit-
tee's exercise of judgment on this issue.

(The information follows:)
Seniator Miller asked for Cost and Caseload figures for programs wit-Il:

A-different reduction formulas-50%/l, 60%1, 6 501o, 66%%, and 75%/
I 1-using different'disregards-$720, $360, and 0

The three charts attached show cost and caseloads for $2400, $2600, $2800,
$3000, $3200, $3400, and $3600 programs applying the different reduction forniu-
las mentioned above. The factor which distinguishes the charts Is the disregard
a mount.

Chart 1-$720 disregard
Chart I1-$360 disregard
Chart 111-0 disregard

CHART I.-ESTIMATES OF COSTS AND ELIGIBLE RECIPIENTS UNDER ALTERNATIVE PLANS
$720 DISREGARD

Benefit level 50

Benefit reduction formula (percent)

60 65 663j 75

$2, 400.....................---
$2,600-- - - - - - - - - - - - -
$2,800..................-----
$3, 000-- - - - - - - - - - - - -
$3,200.....................----
$400....................----
$600......................---

$2, 400.....................----
$2, 600.....................----
$2,800.....................----
$3,000..................-----
$3,200-- - - - - - - - - - - - -
$3, 400....................----
$3,600..................-----

7.9
9. 4

11.0
12.8
14. 7
16. 8
19.0

28. 1
32.9
36.7
40. 2
42. 0
47. 0
53. 6

Total payments (in billions of dollars)
7.1 6.5 6.4
8.4 7.5 7.4
9.8 8.7 8.6

11.3 9.9 9.8
13.0 11.3 11. 1
14.8 12.7 12.6
16.7 14.3 14.1

Total recipients (in millions of persons)
20.3 19.6 19.4
23.1 20.3 20.1
26.0 22.9 22.0
30.5 25.5 24.5
34.5 29.6 28.1
38.2 33.0 31.7
40.2 36.2 35.2

Note: Estimates are based on a projection of the March 1969 current population survey and include adjustments for
Puerto Rico, Guam, and the Virgin Islands (which are not included in the CPS). The estimates of cost assume a full year of
payments to the working poor and reflect no savings due to the implementation of the public service job program. Because
of the tremendous zost of p rocessing a given plan through the computer, estimates of the cost and caseloads of intermediate
plans are based on interpolation between estimates of other plans, which were produced by the department's computer
assisted estimating model.

CHART 1.-ESTIMATES OF COSTS AND ELIGIBLE RECIPIENTS UNDER ALTERNATIVE PLANS
$360 DISREGARD

Benefit reduction formula (percent)

50 60 65 6635 75Benefit level

$2,400.....................----
$2,600.....................----
$2,800.....................----
$3,000.....................----
$3,200.....................----
$3,400.....................----
$3,600.....................---

$2,400.....................----
$2,600.....................----
$2,800.....................----
$3,000.....................----
$3,200.....................----
$3,400.....................----
$3,600.....................----

7.3
8. 7

10. 2
11.8
13.6
15.5
17.6

25. 0
29. 6
33. 1
36. 8
37. 7
43. 7
49. 6

Total payments (in billions of dollars)
6.5 6.0 5.9
7.7 6.9 6.8
9.0 8.0 7.9

10.5 9.1 9.0
12.0 10.3 10.2
13.7 11.6 11.5
15.5 13.1 12.9

Total recipients (in millions of person s)
18.6 17.6 17.3
21.4 18.6 18.3
23.5 21.0 19.8
27.3 22.8 22.2
31.2 26.5 25.0
34.0 30.0 28.5
36.8 32.7 31.9

Note: Estimates are based on a projection of the March 1969 current population survey and include adjustments for
Puerto Rico, Guam, and the Virgin Islands (which are not included in the CPS). The estimates of cost assume a full year
of payments to the working poor and reflect no savings due to the implementation of the public service job program.
Because ot the tremendous cost of processing a gi ien plan through the computer, estimates of the cost and caseloads of
of intermediate plans are based on interprol ,ation between estimates of other plans, which were produced by the Depart-
ment's computer assisted estimating mod el.

5.9
6. 8
7.8
8.9

10. 1
11.4
12. 8

15. 7
17. 6
19.9
20.3
22. 5
24.85
28. 1

5. 5
6. 3
7. 2
8. 2
9. 3

10. 5
11.7

14.6
16. 1
17.9
18.6
20. 4
22. 4
25.0
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CHART I1.-ESTIMATES OF COSTS AND ELIGIBLE RECIPIENTS UNDER ALTERNATIVE PLANS
$0 DISREGARD

Benefit reduction formula (percent)

Benefit level 50 60 65 66 6 75

Total payments (in billions of dollars)
$2,400 -------------------------- 6.6 5.9 5.4 5.3 5.0
$2,600------------------- ------- 7.9 7.0 6.3 6.1 5.7
$2:800-------------------------- 9.3 8.2 7.2 7. 1 6.6
$3,000------------------------ . 10.8 9.6 8.2 8.1 7.5
$3,200 -------------------------- 12.4 11.0 9.3 9.2 8.4
$3,400 -------------------------- 14.2 12.5 10.5 10.3 9.5
$3,600 -------------------------- 16.1 14.2 11.8 11.6 10.6

Total recipients (in millions of persons)
$2,400 -------------------------- 21.9 16.8 15.6 15.2 13.5
$2,600------------------- ------- 26.3 19.6 16.8 16.4 14.5
$2,800 -------------------------- 29.5 21.0 19.0 17.6 15.8
$3,000 -------------------------- 33.4 24.1 20.1 19.8 16.8
$3,200 -------------------------- 37.5 27.8 23.3 21.9 18.3
$3,400 -------------------------- 40.4 29.7 26.6 25.2 19.9
$3,600 -------------------------- 45.5 33.4 29.2 28.5 21.9

Note: Estimates are based on a poetion of the March 1969 current population survey and include adjustments for
Puerto Rico, Guam, and the Virgin Isans (which are not included in the C PS). The estmates of cost assume a full year
of payments to the working poor and reflect no savings due to the implementation of the public service job program.
Because of the tremendous cost of processing a given plan through the computer, estimates of the cost and caseloads of
intermediate plans are based on interpolation between estimates of other plans, which were produced by the department's
computer assisted estimating model.

Senator MILLER. I appreciate that. I think it would be helpful to
us. I am a little surprised at your statement that you have just made
regarding the difficulties of getting some over this threshold of no
-work to at least part-time jobs, because my understanding is that
the so-called penalty provisions in the bill, the loss of $800 if a father,
for example, refuses to register and take suitable work-since it is
not a guaranteed annual income bill-are supposed to be an incentive
to 0-et to work.

secretary RICHARtDSON. Well, you are, of course, right, but there
are some expenses associated with work, including possible necessity
of having clothes appropriate for reporting to work, travel, and so
on.

Senator.1MILJLER. T think that is so. But, on the other hand, you have
a tradeoff. You might say to somebody "look, we are not going to
allow you any $T20 of disregard. We are just going to let you disre-
gard 31 percent of your earnings." This is better than disregarding 30
percent.

Secretary RIC1JARDSON. You could (10 it that way.
Senator MIrLER. I think the figures down there are very important

in helping uis to arrive at any decision, and it might even simplify
thing to handle it that way.

Secretary RICHIARDSO4N. Yes. I was merely trying for tlhe record to
indicate why it is proposed as it is, that is simply that it costs a, certain
amount to go to work, and this cost does not increase proportionately
to earnings, and so it is proposed that there should be a, flat disregard
to overcome those threshold costs.

Butt. to repeat, whether the committee, is convinced of this or would
prefer to do it without a flat disregard and simply attach some per-
centage figure as the share of earnings to be kept from the outset with-
out considering this factor is, as I said, a question of judgment.
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TREATMENT OF EARNINGS OF PERSONS CLASSIFIED AS UN1211PLOYABLE

Senator MILLER. An interesting suggestion has been made in this re-
spect. The disregard provisions that you show us, they are in H.R. 1,
apply, as I understand it, to both the employables and the unemploy-
ables, is that correct?

Secretary RICHARDSON. I don't quite follow the question, Senator
Miller, because the-

Senator MILLE R. It is my understanding-
Secretary RIHRSN easnte unemployables there would

be no earnings and the disregard can attach only with respect to some
portion of earnings and would have the effect of reducing countable
earnings by offsetting costs related to working. So if you don't have
any income from work there can be no disregard of any portion of
that income.

Senator MILLER. That is so. I want to make sure that in your in-
terpretation of unemployables you mean people who don't have any
earnings at all.

Secretary RiIHARDSON. That is what we mean. Anyone who can
work would be required by the terms of JI.R. 1, as it presently stands,
to register for work, which automatically then has a consequence of
attaching all of those work-related responsibilities that the Secretary
of Labor will administer, starting with training and even going up to
assistance in finding a job.

Senator MILLER. lBut stmpose that they have been classified as uni-
employable, and then they earn some money. It seems to me that if we
are going to not be teasing around with a definition of unemployable
that there certainly ought not to be any disregard in that case.

Secretary RICHARDSON. Well, there is provision in the law for the
requirement of a quarterly report of any earnings. That is, it would
be a violation of law subject to criminal penalty not to report this,
except of course the small amount of $30, in effect incidental earn-
ings, that can be disregarded for the quarter.

In other words, if you just happen to be paid for odd jobs in an
amount of $30 or less for the quarter you don't have to report this.
That doesn't enter into what are considered earnings. There are cer-
tain other kinds of money that may come into the h-ands of the family,
from other public agencies or charities, not required to be coiisidered
earnings either.

Senator MILLER. I am only referring to a situation where you have
a, pers5on who has been classified as unemployable, and they become
employable. It seems to me once they are classified as unemployable
they should not expect to have any disregard, and if they don't like
that then let them get into the category of being employable. I
think-

Secretary RICHARDSON. Well, Iautomatic ally, Senator, if a person
who is originally exempt from registering, let's say a mother with a
2-year-old child'who, because of the fact the child is of preschool age,
is not required to register, may nonetheless voluntarily become em-
ployed, and choose to have the'child get the benefit of 'available day
care. In that case, that person becomes, in effect, one of the employ-_
ables for purposes of the other provisions of the law, amid is given the
same benefit of the disregard as anybody else, haigelected to be
employed. If such a mother gets the job-first is not required to regis-
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ter, has been getting benefits through the famiily assistance plan, but
then gets a job, and does not report she would be guilty of violating
the requirement of reporting.

Senator MILLER. Well, I am just trying to make sure that we don't
have abuse of the classification, and if your definition of unemploy-
able is one that is not earning any money, once they start earning
any substantial amount of money they are no longer in the classifica-
tion of being unemployable, I think that probably would suffice.

_STATE STYPPLEM1ENTARY PAYMENT TO INDIVIDUAL REF.tUSI1NG To
Now& PARTICIPATE IN WORK OR TRAINING

Now finally, Mr. Secretary, on page 13 of your statement to the com-
mittee on July 27, you say:

F urthermore, H.R. 1 strengthens the provision in last year's bill by prohibiting
family payments to those who refuse to register and allows the payments for the
family to be made to a person other than a family member or an agency interested
or concerned with the welfare of the family. The penalty for refusing to register
could also be extended on a pro rata basis to State supplementary payments being
administered by the Federal Government.

You will recall that last year I raised this point about the bills pend-
ing tilen indicating that it seemed to me if the person refused to register
not only should they be cut back on their Federal payment but we
ought to provide in there that the State will cut back on its supplemen-
tal, too, oil a pro rata basis, and I recall that your response was com-
pletely f avorable, and I believe that that was the way the final draft
bill appeared.

Now here we are a year later and it looks like we are almost back
where we started from because you used the word "could" and I would
hope that we would change this to "would," but the bill in its draft
form does not provide that "would". We ought to have a recommnenda-
tion from you that we change it so that you would be able to tell the
committee that the penalty for refusing to register would also be ex-
tended to State supplements just like we did last year for old times
sake. [Laughter.]

Secretary RICHARDSON. It is very alert of you, Senator Miller, to
spot this. The reason whly it says "could" is that when tile bill was
changed to eliminate Federal matching of State supplement, it was
provided in effect that tile Secretary would negotiate the arrangements
under which, pursuant also to tile hold harmless clause, the Federal
Government would administer tile State supplement. This left open
inl some cases questions as to tile terms and conditions of Federal
administration including, in addition to this one, tile question of the
consistency of the States own work incentive provisions, disregards
and so on with the Federal system.

I would like to ask Under Secretary Veneman to supplement this
a little bceause lie was in the sessions.

I would only conclude by saying that so far as I ani concerned, if
the law is otherwise left as it is presently written, I would insist that
the State provide for tile pro rata reduction as part of this kind of
agreement.

Senator MILLER. I appreciate that, and I take it from what you said
you would have no objection to the committee's changing the bill so
that it would be certain.

65-745-71-17
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Secretary RICHIARDSON. We wouldn't object but let me ask Under
Secretary Veneman who participated in this to add a little more back-
ground.

Mr. VENEINAN. Senator Miller, I think one of the main reasons for
the major' change made in the bill by the Ways and Means Committee
over what the Senate Finance had before them last year was that we
do not have any particular responsibility in the State supplementa-
tion. In other words, the real issue was will we go to $2,400. 'We felt
the States could do what they wish from that point onl, as long as they
operate w\Nitini certain Federal guidelines that do not destroy our
work incentives.

We would suggest if we go to this kind of a ratio or require a reduc-
tion in the State supplemental, that we use the same ratio that 800 is
to 2,400. Last year we were going to take one fourth of these State
sulilplemnentals away from a four person family. It might be more
appropriate that one-third of a four-member family be reduced. But I
think the real philosophical issue we had before us was the issue
whv~ether or not we wanted to mandate the States to do certain things
wvitkI t heiri su pplemnental where we are not participants financially.

Senator' MiLLERi. Well, that was the question we had before us last
year', and we resolved it, I thought, aind I thought the Secretary midi-
(atedI that hie thought we ought to resolve it so that the penalty pro-
vision of the Federal payment is not undercut by the failure of the
statte to do the same thing.

As a matter' of fact, as I understand the bill ais drafted, there is
enough language there, it is broad enough,' so that if we cut back $800.
some particular State night see fit to increase the State supplement
1 80(0 Jutst to offset what the F ederatl (loverninent had clone.

MI'. VEN EM3[AN. NO.
Senator MmILER. I think they have the authority in the bill as it is

drafted. NONA I appreciate the fact that the Secretary under this
Administration, would do something to prevent that from happening,
but lpeop~le come and go in administrations, andc I just think we ought
to (to exactly what, we did last year and nail it down and if you havoe
no objection, I would hope that we would.

M.VENE-AN. 'We ha11ve no0 problems with that, Senator Miller.
Sena,'tor MILLER. Well, thank you veiw -mch. I have no further

questions. Mr. Chairman.
Senator ANDERSON. Senator Curtis.
Senator CURTIS. Mr. Secretary, the last time you were here we just

reached the, chaqrts. 1 wonder if we may have them now.
Secret ry RICHFARDSON. Yes.
Senator CURTIS. I would like to briefly refer to all four of then.

It (toes not make any difference in what order.
Secretary lRICIFARIsoN. We have two sets of these. May I, before we

proceed with those, Mr. Chairman, just submit some things for the
r'eco rd.

Thie OfATI. s

MATERIAL SumlvrEm) FOR THlE RECORD

Sec reta iyr m [A Irim)50N. Mr. Chairman, before we proceed with the
(hi'1ts. I thw., I might submit some things for the record in re-
51)0115C to (Ilestllons raised this m-orning.

BEST COPY AVAILABLE
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Thie first was the information requested by Senator Byrd.
The Ctur~wixAx. Senator Byrd indicated th1t hie would like to have

the opportunity of asking some other questions before you finally
concluded your testimony, 'Mr. Secretary. lHe cali either come in this
evening or be back tomorrow morning if it is necessary for you to come
lback tomorrow.

Secretary Ricj-iaRDsoN. All right, thiank you.
We cani listribtite it.
Thie Cm~~~A.It is just as wNell for you to submit that information

and we will make it ava1ilable to Senator Byrd.
Secretary RICtiAimsoN. Then lie Avill have it before him.
The Cu11IR-3LIN. Right.
Secretary R-I('nikmsox. I might point out one, thing as a matter of

interest wichel is going to sri).se him some. This is that. although
since fiscal 1968 the budget of HEW has increased from $44.7 billion
to, by the time the Congress gets through, as I said, close to $77 billion,
the employment in the Department has gone down in that period f romi
117,000 to 102,000.

Th~e rest of the figures are broken down as lie requested.
We cannot furnish figures for each year for State employees since

these were not reported in earlier years.
We also would like to offer as a supplement to the committee print

on work and training provrisionis a chart which appears to have been
inadvertently omitted for Phoenix, Ariz.

I will be glad to have that distributed to the committee.
I haive also ai comparison of welfare reform cost estimates which

show the exact differences between HF.R. 1 and last year's bill, as shownt
for fiscal 1972. This deals also with the question raised by Senator
Byrd.

And I also would like to oiler for the introduction of the record at
this point a memorandum f rom -Mr. Trowbridge, Chief Actuary in the
Social Security Administration, which deals -with the misapplication
of actuarial pr-inciples, in the Senate Finanice Committee print with
regard to charts 12, 13, and 14 on the issue of medicaid, which we will
come back to when we get to the charts themselves.

Thanik you, Mr. Chairman and Senator Curtis.
(The material referred to follows:)

A UU U'sT 2. 1971.
vfpo The secretary.
F"rom: C' L. 'Irowvbridge, Chief Actuary, SSA.

There appears to h~e a misapplication of actuarial principles i the 8'enat,
]Finance (Commnittee Print, ('harts 12, 13, and 14 and in the text on thle facing
pag:1es.

Tlle principle on 'which these charts are based is that the value of a fiiielical
p)ackage iin this (ase the Mle(licaid benefit package ) with a "deductible"' is les'S
than tnie valuie or the samne lpackagle without the deductible by exactly the allilutt
of tile deductible. This principle is clearly sound with respect to anyv family with
medical expenClses ill excess of the deductible; buit is just ais clearly unsound1(
'withl resplect to any family with illedicul expenses of less than the deductible.
011 the average, whlen aill families are taken into account, the effect of a de-
ductile is to reduce the value of the pacikag. , by sollie percenltage of the (Iedllc-
tildle, with the percentage decreasing sharply as the deductible increases.

For very sinall (deductibles (e.g., $10) an additional $1 of deductible reduces
the value of the package by almost $1 Since almost all families have $10 of
medical expense , but for large deductibles (e.g.. $10.000) an additional $1 of
(heduetible has negligible effect on the value of the package slice very few

BELST COPY AVAILA8LE
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families have medk~al expenses of tils magnitude. Ill no case canl the dedulctile
(no matter how large it may be) reduce the value of the package to any family
below zero, although such is the implication of Charts 12 through 14.

C. L. TnoWBUIDGE.
INFORMATION REQUESTED BY SENATOR BYRD

Ioollar amounts In billions]

Fiscal year-
1962 1963 1964 1965 1966 1967 1968 1969 1970 ' 1971 1 1972

Total HEW bulget------------...$17. 7 $20.3 $22.9 $24.8 $31.0 $41.6 $44. 7 $51. 3 $58.7 $66.6 $75. 7
Social Security budget ---------- $14.0 $15.0 $17.3 $17. 7 $21.0 $30. 1 $31.7 $38.3 $43.0 $47.5S $53.0
HEW employees (thousands) --- 77.2 81.0 83.3 87.3 99.8 105.6 117. 1 112.5 108.0 105. 5 102.6
Social Security employees
(thousands) ----------------- 34. 1 34. 8 35.1 36.5 45.9 48.8 55.9 53.4 55.8 54. 3 54.8

Federal costs ot maintenance
payments (including medical
assistance)---------------- $2.4 $2.6 $2.8 $3.0 $3.5 $4.2 $5.1 $6.0 $6.6 $8.4 $10.0

State and local welfare employees
(thousands) -------------------------------------------------------------- 177.3 203.1..

I Estimated.

:CHART llb.-H.R. 1: WHAT EACH DOLLAR EARNED WILL COST A FAMILY OF 4 IN PHOENIX
[Mother with 3 childrenj

Range of earn.
0 to $1,000 to ings $2,000 $3,0007to $4,000 to

$1,000 $2,000 to $3,000 $4,000 $5,000

Welfare reduction---------------------------- $0. 19 $0.67 $0.67 $0.67 $0. 59
Social security tax---------------------------- .05 .05 .05 .05 .05
State, Federa lincom e tax----------------------------------------------------- .01 . 16
Medicaid deductible increase1I- --- --- ---- ---- ----- -- --- ---- ---- --- - ---

Subtotal--------------------------------- .24 .72 .72 .73 .80
Increase in public housing rent-------------------- .15 .06 .06 .06 .08

Total cost to family for each dollar earned..... .39 .78 .78 .79 .88

1No medicaid program.

OMPARISON OF WELFARE REFORM COST ESTIMATES'

Fiscal year
1972-

H.R. 16311
as amended ? H.R. 1 Difference

Payments to families:
Direct ------------------------------------------------- 4,1 5. 53 +1.4
To States---------------------------------------------9---- 9 -------------- -. 9

Subtotal ----------------------------------- ---------- 5.0 5.5 .

Payments in adult categories ------------------------------------ 3.,0 4. 1 ±1. 1
Savings clause----------------------------------------------- .1 1. 1 +1.0

Total payments----------------------------------------- 8. 1 10. 7 -26
Related support activities:

Administration ------------------------------------------- .C 1. 1 +.5
Training ------------------------------------------------ .3 .5 + 2
Child care----------------------------------------------- .5 .8 3

Total ------------------------------------------------ 1.4 2.4 ±1.0
Total-Payments and activities----------------------------- 9.5s 13. 1 +3.6

Food stamps ------------------------------------------------ 2. 3 1.0 -1. 3
Grand total-------------------------------------------- 11.8 14. 1 +2. 3

Public service jobs ------------------------------------------------------- .8 +. 8
Supportive services ------------------------------------------------------- .1 +. 1
Impact on other programs-------------------------------------- 11.8 -. 1 -. 1

Total------------------------------------------------------------ 14.9 +3.1



251

Secretary RiCIIARDSON. There are two sets of charts. They both are
headed "Calculated for the Committee by HEW, but Not Endorsed
by HEW as a Complete Representation of Work Incentives."

We would be glad to start first with the charts which represent a
response to the request of the committee stall, as in effect an updating
of the Williams charts, omitting-

Tjhe CTIA\1uM-1K. Why don't we put that chart right over here in this
corner so that everybody might see it.

Secretary RicI~U)RSON. Would you like me to point out, those things
in which the chart differs from last year. I think. actually-

Senator CuRTIs. This is under current law.
Secretary R~ICHARDSON. This is under current law, yes.
Sena tor4 Cuirris. 1 (10 not want to deprive the Secretary of any comn-

mient hie wishes to make because certainly we are all entitled to our
own interpretation of these things.

I have some questions concerning the charts on H-.R. 1 that cor-
respond t~o the Williamis charts of last year.

Secretary RiciI, RnsoN. Well, let's skip the current law charts and
go directly to the H.R. 1 charts which, as I said, have two versions,
one which more nearly corresponds in HEW's opinion to a consistent
effort to show economic benefits.

The CTAIRMAN. I would suggest that. we undertake to have all of
these charts inade available to the committee, and I would like for the
staff to make it up) in such a way that after wve look at it we can dle-
termnine whether all of them or whether only part of thein ought to be
in the record.

I amn certain that part of them should be in the record.
Secretary RICHARDSON. Mr. Chairman, we have a blue-covered

pan-philet headed "H1.R. 1 Work Incentives" dated July 20, 1971, which
gives all these charts, together with the footnotes, and~ an explanatory
text. We can give each mnem-ber of the committee a copy of it now.*

The CHAIRMVAN. Is that the HEWv version or the Williams version,
the chart yon have there?

Secretary RICH--ARDSON. We have got them both in here. No, this is
just ours.

We previously distributed the other one.
The CHEAIRMAN. [As charts are being set up]. Mr. Secretary, I am.

very pleased to see that you also have some high priced talent in your
Department, who are not above doing menial work. [Lau ghter.]

Secretary RICHARDSON. We believe in the dignity of work.
Laughterr] rNr ISIP-oixAiz

Perhaps it would help to make this clear if I simply stand up and
point out the differences between these two approachies.'This chart"* is
the updated version of the old chart, table 5, and it differs really from
last year only in the calculation of the total gross cash income as it
is affected by the differences in the retention rates under this year's
law.

We are talking about Arizona, so that medicaid does not figu-re inso-
far as there is no medicaid program in Arizona. It is only in these

*Printed on pages 72--84.
* *See page 57.
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dollars that there have been changes in H.R. 1 itself, that there is
any difference f romn last year.

Now, we, in our version of the situation in1 Phoenix, Ariz.,* thought
that it would be useful to the committee to consider these different
stages at which an individual is situated because the effect of addi-
tional income in motivating a person to work may well be different
ais between a case where the, person is not 'work ing a t all, or where
they are wor-king part-time, and are faced -with an opportunity to
work full-time.

The top line, "Required to Register for WVork" shows Federal bene-
fits of $1,600, on the theory that a person who is required to register
for work and not working has alretidy, in effect, accepted the red-uction
of benefits by $800.

In other words, given the choice of whether to work or not, a per-
son who is registered and given an opportunity to work, is faced with
the choice between a, loss of benefits on the one side and the positive
incentive of earning-s on the other. To express that range we show
the individual requi red to register, but not working, as having suf-
fered the penalty of a, loss of $800 and suffered also a pro rata State
reduction.

We have made that assumption in calculating the State suplplem~ent.
Senator C-ni'111s. Would that assumlption apply in all cases?
Suppose someone lives in a rural community,'his earnings are zero

because there is no work available and it is a good many miles to
travel to where work is available.

Would his benefit be $1,600 for a family of four?
Secretary RICIIARDSWN. Anyone who, although required to register

for work is not working because there is no job available 'would, of
course, not suffer the penalty of the loss of $800. But in trying to
express-what we are really dealing with here is work incentive, which
is a question involving the issue of motivation, and so the question
then is, would a person who has the opportunity to take a job be
motivated to take that job. What we have tried to express here is that
their motivation to take the job is affected both by the prospect of a,
penalty if they do not as well as the reward of extra available cash if
they do, and this is a way, simply, of expressing that.

Now-
The CHAIRMAN. Now, Mr. Secretary, you are referring to femnale-

headed f amilies.
If one of those children is under age 6, then that $800 differ-ence

would not apply, would it?
Secretary RIcHIARDsoN. No, the same way it would not apply to th&e

situation Senator Curtis states.
The CHAIRMAN. If you have eight children, one is under 6, it does

not apply.
Secretary RICHARDSON. That is this line, not required to register

so there are no earnings, no fringe benefits, and so on, and then there
is the straight $2,400 Federal benefit supplemented by $8702 of State
benefits. We did show the State benefits as reduced by one-third in
accordance with the preference expressed earlier by Sena1tor Miller.

*see P. 80.



253

Here you see the person who works part-time at $2 an hour which
would represent about 20 hours a week, 50 weeks, earnings of $2,000.
At that level of earnings the Labor Department studies indicate there
is no significant value of fringe benefits so the $2,000 is not increased
by that. Federal benefits have been reduced in proportion to the earn-
ings over this $720 disregard, the State supplement stays the same, for
a total of $1,918 of cash assistance.

rf"RI,\,rrNTr OF PUBLIC hOU01SING BENEFIT

The net income in benefits is $3,918, medicaid benefits still zero, and
here in this column we show the amount of rent paid because the De-
partment of Housing and Urbani Development has recommended
amendments to the law under which a family would pay 20 percent
of income for rent.

We have not shown that as a direct increase in earnings in propor-
tion to the bonus value of the public housing, first of all, because as
we have pointed out repeatedly, the percentage of people who benefit
is comparatively small, but also because the bonus itself does not
realistically, we think, express the kind of consideration facing an
individual even occupying subsidized housing.

The subsidized housing may or may not have a value corresponding
to its alleged bonus value depending upon the available market for
housing: in other words, the rent at which alternative housing is
available. This is actually a function of the situation in a given comn-
munity, and so we do not think it is realistic actually to translate into.
on a straight dollar basis in the calculations of a family income, the
fact that they may be occupying public housing and that a given dol-
lar of an increase or $1,000 increase will have a corresponding impact
on the kind of choice they might make.

Senator CuRTIs. Miay I ask a question right there? What you have
done on the chart that is on my rightt,' you have listed the amount of
rent they pay, have you not, in thie last column.

Secre ta ry RICHARDSON. Yes.
Senator CURTIS. Well, rent paid would never be ain item of income.

Now on the chart of my left"* ider "Public Housing" there is listed
what I would term the Federal subsidy or the Federal benefit of the
Federal welfare that that individual receives.

Now, take in the case. of a, thousand, someone earning thoustind
dollars, the public housing subsidy there would be,4 $,1,093. To my mind
that means that because of his low income hie would pay $1,03 a year
less than if lie had an income where lie could pay the full amount of
the rent.

Secretary RICHlARDSON. That is not quite as I understand it, Senator.
The bonus that is reflected there assumes that vou cami compare the('
rental value of the public housing unit occupied by the family with
comparable premises rented at whatever the market will bear.

Whether or not the full value of the bonus is actually received by the
family depends upon what tha,,t comparison shows. At aiiy rate, that i,-
the value of this bonus that is intended to be shown in this column.

*See p. 50.
**See p. 57.
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FRIN-,GE. BENEFITS

Senator CURTIS. Now that is the one difference between those charts.
The other difference is that you have excluded social security

taxes
Secretary RICInARDSON. We have included fringe benefits. This of

course is a veryjrimportanit f actor.
As you rise in income, we have shown the value of fringe benefits

starting at $250 for a worker earning $3,000, rising to $500 for a worker
earning $4,000 and going to $1,000 for a worker earning $5,000. Those
numbers are based on Department of Labor studies which indicate that
at the lower range of $3,000 in income the value of fringe benefits is
comparatively smaller and rises proportionately as earnings rise.

So what we are saying here, as also in the case of social security, too,
as I pointed out earlier this morning in general terms, is that if you
want a complete picture of it, as complete as possible of all of the eco-
nomic factors affecting a family's decision as they are faced with an
opportunity to receive larger earniings, or to take a job or to move from

apart-time job to a, full-time job, that it is important then, if you are
going to look at these economic benefits, to do so in a consistent way.

Senator CURTIS. I want to ask you about this f ringe, benefit. Accord-

ing to that chart you contend that someone making $5,000 a year is
having fringe benefits of $1,000; is that based on averages?

Secretary RICHARDSON. Yes, it is.
Senator CURTIS. Is it averages of all employment or industrial

employment?
Sucretary RIcTIARDSON. It is averages of all employment.
Senator CURTIS. What is the source of the figures?
Secretary RICH-ARDsoN. It is the Bureau of Labor statistics. We

would be glad to furnish for the record a detailed exposition of how
these were derived.

Senator CURTIS. I wish you would.
(Information supplied follows:)

The Bureau of Labor Statistics of the Department of Labor collects, by indus-
try, information On straight-time, hourly earnings and on per hour supplemental
benefits. The definition of supplemental benefits includes: premium pay; pay
for leave timp; contribution to pension funds; contributions to health plans and
Insurance programs; contributions for unemployment benefits andi severance
pay; bonuses; and savings and thrift funds. Social Security contributions are
also typically included in the supplemental benefit data but were excluded for
this exercise because employee taxes and benefits are offsetting. In order to
suggest the amount of fringe benefits accruing to workers at various income
levels, data from 21 selected industries were converted to annual equivalents.
Hourly wages, in these industries ranged from $1.82 to $4.49 and per hour sup-
plemiental benefits ranged from $0.18 to $1.00. The average relationship between
hourly wages and supplemental benefits, was determined by drawing a line
through the cluster of points representing each Industry.
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RELATION OF SUPPLEMENTS TO STRAIGHT TIME HOURLY EARNINGS IN 24 INDUSTRIES, 1969

Total supplement
excluding social security Supplements

- Straight excluding
Percent of time hourly social

Straight straight earnings security
time hourly Dollars per time hourly adJusted adJusted

Employee group and industry earnings work hour earnings to 1969 1 to 1969 1

1965 data
Nonoffice workers: ___

Building construction---------------------- $3.45 $0. 43 12. 5 $4. 49 $0. 56
Cotton textile---------------------------- 1. 73 .25 14. 5 2. 15 .31
Synthetic textile------------------------- 1. 75 .27 15.4 2. 19 .34
Electric utilities -------------------------- 2. 70 .78 28.9 3.31 .96
Gas utilities----------------------------- 2. 58 . 74 28. 7 3. 13 .90
Glass containers ------------------------- 2.32 .60 25.9 2.90 .75
Hydraulic cement ------------------------ 2.69 .82 30. 5 3. 31 1.00
Men's and boys' suits and coats---- ---------- 2. 00 . 41 20. 5 2. 56 . 52
Metal cans ----------------------- ------ 2.56 .82 32.0 3.07 .98
Railroads ------------------------------- 2.81 2.58 220.6 23.45 2. 71
Trucking ------------------------------- 2.75 .58 21.1 3.24 .68
Wholesale groceries ----------------------- 2.20 .45 20. 5 2.80 .57

1967 data

Banks--------------------------------- 1.98 .50 25.3 2.24 .57
Confectionery and related products manufac-

turing -------------------- 2. 07 .47 22. 7 2.32 .53
Fabricated srcuaste---- ----- 2. 67 . 63 23. 6 2. 95 . 70
Hotels and motels ------------------------ 1.47 . 15 10.2 1.72 .18
Laundries and cleaning and dyeing plants ---- 1.59 .16 10.1 1.85 .19
Men's and boys' shirts manufacturing---------- 1.60 .22 13.8 1.82 .25

1969 data

Bituminous coal-------------------------- 3. 58 1.55 43.3 .3. 58 1.55
Basic steel------------------------------ 3.39 1.23 36.3 3. 39 1.23
Women's hosiery ------------------------- 2.08 .25 12.0 2.08 .25

1Assumed straight time earnings and supplements excluding social security increased proportionate to the increase in
gross hourly earnings.

2Excludes employer contributions under Railroad Retirement Act which were much greater than those payable for
workers with comparable earnings under Social Security Act.

Secretary RICH-ARDSON. We think they are a-. good an average in
effect as any of these other calculations that ae involved here, and
better than housing because they do show an average, whereas, of
course, the average bonus value of housing would show a very small
amount here if you took it across the whole spectrum of employed
workers since so few of them benefit f rom it.

Senator CURTIS. Well, they are building more all the time. Now, that
housing figure is made possible because the Government has a tax-
supported housing program that provides people huigfor less than
they would have to pay under ordinary circumstances, so it is a direct
welfare benefit f rom the Government, and I think in those cases where
it applies it should.

I would like to ask you a few questions about Phoenix, Ariz., the
chart that is the reproduction of the last year's chart brought tip to
date as applied to H.R. 1.*

*See p. 57.
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Now, of course, the first column, earnings, that is gross earnings, is
it, before any disregards.

Secretary RTC-flARDSON. Yes.
Senator CURTIS. And the second column is the amount that such a

person would draw, such at family of four would drawv, under H.R. 1.
Secretary RICHARDSON. Yes.
Senator CuwrTs. And the State supplement is based upon existing

laIVs.
Secretary IRICHIARDSON. Yes.
Senator CURTIS. And of course the next column is the total of the

benefit from it, it is a total of the earnings plus t~he I.R. 1 benefits,
plus the existing State suipplement, is that right?

Secretary RIIARDSO.K. Yes.
Senator Cuii'rrs. Then if they have ha~d to pay any social security or

income tax that is I isted in the second column and it is subt racted then
in the following column which says "Net Cash Incomie."

Secretary RiciIARDSON. Correct.
Senator Cuirt'is. AXnd then the next column pertains to public hious-

ing for those who do enjoy it, and that is the estimated dollar amount
of a benefit that is the difference between what they pay and, in pub-
lic housing and wh-,lat they would have to payr under comparable
circumstances.

Secretary RICIIARDSON. Yes; comparable circumstances being pred-
icated on some assumption about fair market when available.

Senator CURriES. The next includes, and is the total of the net, plus
thie hotising carried forward in the next column, is it not?

SecretaryV ICHcARDSON. Yes.
May I point out one more thing about this column of total net ca~sb,

and that is that although the raste at which total net cash and public
housing' rises is c ompartively slow compared to the rate at which earn-

ng rise, there are no niotches in thiesense that the total actually drops
some point asaconsequence of ioanincrease in earnings.
This is because, the Food Stamip Programn has been eliminated; it is

also because the public housing rental paid by the family increases as
income increases, or to put it as shown here, the bonus value declines
as income increases, and the result is. a combined high "tax rate" or
com-bined bite of these things.

As I said, and repeat, we do not think that this necessarily repre-
se.,nts a truly adequate picture of the impact on choice with respect to
increased earnings, but as our mobile chart over here demonstrated
this morning, if you weie, to try to make this, these totals rise inore
steeply, that is the total net, cash, you could of course only (d0 so by
reducing the proportion of the reduction of earnings consequent upon
earning' another dollar.

Senator CURTIS. I am not contending for that because I believe that
is assuming that you cannot get people off the welfare rolls by using
this yimimick of 1h'tfing themn keep par-t of their wages and still giiving
them a finanu ial induceinent. Accor-ding o this Phioeix char1t, at
parent with three children having what is described here as total net
cash, plus if they live in public housing, if they earned $1,000 that total
would be $4,627, in thec $1.00() bracket.

Secretary R IC I AIWSON. Yes.
Senator 'CuRTis. Now, if that person went out and got themselves a

job and made $5,000 a year instead of $1,000, their total net, if they
lived in public housing, would be $4,933 or in other words, by going to
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work and making $5,000 instead of $1,000 they would be ahead $308 a
year.

Secretary RIIIARDSOTTS. That is what the chart shows.
Senator CuRTis. Yes.
Now, the chart also shows that the individual or the family that has

an income of $1,000, while they have a net total if they live in public
housing of $4,627, that a similar family, where the breadwinner earns
$7,000, has a net of $6,069 or, in other words, gains from working a
little over $1,400, that is what the chart shows, does it not?

Secretary RICHARDSON. Yes.
Senator CURTIs. Now I wonder if we can look at the situation for

'Wilmington.
Secretary RICIIARDSON. May 1, before we turn to Wilmington, also

point out that on what we think is a fairer representation of the actual
circumstances of the family, that if you look at the net income and
benefits column you see the family that was earning the $2,000, receiv-
ing net benefits of $3,918, the family with $5,000 in cash earnings com-
ing out with $5,822, acd so on the bNsis of an approach which
through the inclusion of fringe benefits and other aspects of what we
think is a more realistic approach turns out to have a very real reward
for earnings.

Senator Cu-RTIs. Well, I think that could be debated. I do not think
that someone on welfare can jump into an employment and right off
the bat has f ringe benefits of $1,000 a year. I think that is totally un-
realistic. It makes the chart look totally unrealistic.

Secretary IRICIIARDSON. We think it is nowhere near as unrealistic as
to impute the bonus value of public hiousing to every individual in the
country when only) 7 percent of the individuals in the country benefit
from it. We say if you are going to look at these noncash ben fits
related to work you should look at them a]L

Senator CU-RTIs. Well, now, in that connection befor-e we leave-
The CHAIRMAN. If the Senator would yield, I would like to get one

thing straight.
I think if we are going to put that chart in the record we ought to

change that caption iicross the top, "Senate Finance Committee Chart
No. 5.", We did not prepare that. That was prepared by the Depart-
inent, and the next line, "Calculated for the Comnmittee by HIEW but
not, endorsed by HEW as a complete representation of work incen-
tiv es." The represenitat ion is that we asked for this. We are not enclors-
ingr it. If it is not endorsed by either one of us, I wonder who is endors-
ing the chart.'

Secretary RICIIAmmSON. We do not think, Mr. Chairman, that the
charts are all that relevant to any decision the committee actually has
to make. We got into this last year, and we are still interested in it,
but I do not personally believe you are facing any fundamental posi-
tion of decision in which these charts are going to'help you one way or
the other. But since you asked for charts, some kind- of charts, updat-
ing the Williams charts, we said, "O.K., we will update the 'Williams
chlarts," and wie produced this on1e. 2

The' committee staff said, "No, that won't do. WXe want the same
format as last year's Williams charts," so we did it again and the re-
sult is the chart on the left,.'

INote: This heading has been deleted in the charts printed in this volume.
" See p). 75ff.
SSee 1). 52ff.
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Senator ANDERSON. T am just saying-
Secretary RICHARDSON. We wouldn't have done either of them as an

original matter.
The CHAIRMAN. I am merely trying to say as between the two we

think that as between this one, 4 which for the benefit of the written
record is the one headed "Benefits Potentially Available Under H.iR.
1" and "Senate F"inance Committee Chiart No. V, chart No. 5 is
better than the other one.

Secretary RICHARDSON. We do not think either one of them really
very adequately represents the kind of decision that a person makes
when they are given the opportunity to earn some more money.

The CHAIRMAN. Mr. Secretary, just to get the record straight, you
brought this chart in here 'with 'our name on it. We did not ask for
that chart. That is something that your people wanted to bring in
here. It is all right for you to present it and we will be happy to see
it but the chart we asked for was what you refer to as the Williams
chart.6 That was the inforn-ation Senator Williams asked for last
year, prepared by the Department. We are perfectly happy to look at
this other chart 7and analIvze it, but we (10 not like It. I for one (10 not
like to have it presented as a Senate Finance Committee Chart because
we do not claim paternity of that chart, at least not yet.

[Laughiter.]
Secretary RICHARDSON. 'Well, it was our response, Mr. Chairm-an, to

the committee's request. It turned out that the committee staff did not
think it was what they had asked for, but we thought that we were
giving you the benefit of the thinking on this subject that we have
been able to do since last year and, therefore, we thought we were able
to present the relevant facts in a more illuminating way.

The CHAIRMAN. WIell, I just want to keep the record straight as to,
whose it is and whose it's not.

Senator CURTIS. May We See the Onle for Wilm-ington, Del.?

rrREAT-1 ENT oF INCREASE IN MEDICAII) DiimwCTmmLE

Secretary RICHARDSON. Wilmington is different pr1imarily in that
it does show medicaid benefits found in here, and over here in this
Senate Finance Committee chart,8 the medicaid benefits are also in-
dicateci in the higher income levels by a, footnote. Tme footnote says:

Section 209 of HI.R. 1 provides a spend-down for mnedicaid coverage. The value
of this coverage to families above the standards depends upoii complex actuarial
factors which vary from family to family and are thus not susceptible of being
shown In this format.

You will recognize there is some value to the family but our chief
actuary who is, is hie here this afternoon, Mr. Trowbridge, was not
able to translate into actuarial terms in the time available.

I would like to, if I mnay. point out the error in Senate Finance
Committee print charts 12, 13, and 14,11 which-

Senator HANSEN. Which docum-ent do you refer to. Mr. Secretary?
Secretary RTCTIA~R)sox.. TheV One( that is entitled "Woi-k and "Iriic

Provisions." This spend-down, -kwith your perm-ission, 1 would like to.

4 See p. So.
5 See p. 57.
()See p. 52f f.
71 See p. 75ff.
8 See p. 81.
oD See p. 366-371.
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takie a ibite or two on this, I am not sure I can miakie it clear
Senator MwKILE1R. Pardon me, Mr. Secretary, which chart is it in

the blue bookc?
Secretary R~ici-iARisoN. Charts 12, 13, and 14 of the print, entitled

"Material Related to H1.R. 1, Work- and Training Pi-ovisions" dated
July 23.

Now, as the committee will well recall, our, response to the identifi-
cation by this committee of the inedicaid notch last year was to say
that we would develop a family health insurance plan tinder which
the family's contribution to the cost of medical care coverage would
rise as their income increased.

We have since developed that legislation, as the committee is aware,
and it is now pending before the committee and we believe this is a
better way of dealing with the problem of the medicaid notch than
the provision contained in H.R. 1. That provision was one we de-
veloped on the basis of technical assistance to the committee, it was
one of several alternatives, and what it does, in effect, is to say that
before a family can receive the benefit of subsidized health care, that
is before the combined Federal-State medical program will pick up
any of the costs, the family must have spent it income, down to the
State payment level. They must., in other words, have used up what is
in effect the equivalent of any earnings above the $720 disregard, that
one-third.

So the committee on page 24, chart 12 of the committee print,
showed out of the total dollar earnings a charge of 33 cents per
dollar for medicaid.'

What Mr. Trowbridge has pointed out in effect is that this sub-
stantially overstates thecharge to any given family. One way of put-
ting that is that the average value of the medicaid program in Dela-
ware, that is the average expenditures under the Federal medicaid
program in Delaware are $460 and if you were to add up the 33 cents
per dollar shown here, you would get a total charge to earnings of
$3,000-$4000. It turns out that the total charge to earnings was
$1,000 or more than twice the average medicaid expenditure in
Delaware.

I go into that because it is illustrative of the kind of problems that
have been involved in trying to express the value of the benefit pack-
age per family under the spend-down provision of H.iR. 1.

One thing I can say with assurance is that the spend-down provi-
sion does have the effect of eliminating the medicaid notch. It is not a
way of doing so that we think is as good for program purposes as the
family health insurance plan itself, and we would prefer that rather
than go forward with this provision of H.R. 1, the committee would
deal with it at a subsequent date in the family health insurance plan
itself.

Senator CuRhis. Mr. Chairman, the updated chart, based upon the
one we used last year for Phoenix, Ariz., shows, that someone having
earnings of a thousand dollars, if they lived in public housing, woul
have a total cash income and housing benefit of $4,627, while if they
earned $5,000, their total would be $4,933, and if they earned $7,000,
their total would be $6,069.2

1 See p. 366.
2 See p. 57.
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BIEEI'rS I!\ W1ILMI NGTON, 1)~

Now, in reference to Wilmington, DOel,' I will take the same earn-
ings, a. family of four earning $1,000, the next to the last column shows
a total net cash, if they live in public housing of $3,9159, is that correct?

Secretary RICHARDSON. Yes.
Senator CURTIS. And Delaware has a medicaid program, so the

medicaid benefit is estimated by you as being worth 460, is that
right?~

Secretary RICHARDSON. Yes, that is the average payment.
Senator Ctjnns. Yes.
Well, I understand we use that all the way through including. the

fringe benefits. So that would make that family that had earnings
of $1,000 if you included medicaid, having cash income if they lived
in public housing of $4,418.

Secretary R-xdHARDSON. Yes.
Senator CuRTIS. If they earned $5,000 in Delaware, they would not

get any medicaid, would they?
Secretary RICHARDSON. Well, they could if they spent all their in-

come above the State payment level, which is not shown as such, but
at any rate, they would be above the State payment level at this
point, so they would have to spend down to this.

Now, the question then is what is it worth to a family having
large medical bills that would otherwise eat further into the $4,151
paid to them, to have such a spend-down to establish medicaid cover-
age-it certainly isn't zero.

Senator Cuu'r'is. I see. Well, at any rate shown by that chart, if a
head of a family earned $5,000 their total net would be $4,553. In
other words, the head of family who went out and worked and made
$5,000 a year, would be less than $600 better off than if they only
earned $1,000 if they lived in public housing.

That is true disregarding medicaid.
Secretary RICHARDSON. Yes. Let us say hie is not r,-ceiVin1g any

money under the welfare combined Federal and State benefits, either.
He would run out of Hl.R. 1 and has gone beyond the eligibility fo.r a
State supplement, so that for the person at $5,000, the situation, except
for whatever value you impute to medicaid, is the situation existing
anyway outside of welf are reform itself.

BENEFITS IN CHICAGO

Senator CURTIS. If I may ask a question about Chicago.
In connection with Chicago, I see you have included medicaid

benefits.2
Secretary RiIHARDSON. Well, the situation is the same. We have

shown a flat amount up to the point where any medicaid benefit would
b~e (dependent upon the spend-down. wichb means, in effect, that you
get the benefit-you get subsidized medical care only if you have
spent more than earning in excess of this dollar level. I am sorry, that
was the current law chart. At any rate, what I said applied. So that
you should have to spend income down to this level, in effect, in order
to receive the benefit of medicaid.

I Sev p). 58.
2 See p. 59.
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Senator CURTIS. I want to ask something about that chart on
Chicago. Is this the one that, is updated from-

Secretary RICHARD)SON. Yes.
Senator CURIrS. All right.
Medicaid, we will discuss later because the scaling, table does make

comparisons a little bit difficult. But under H-.R. 1 ina family of four
having earnings of $1,000 in Chicago, if they lived in public housing,
would have a total net of $5,823, is that correct?

Secretary RICHARDSON. At an income level, with earnings of $1,000
that is correct.

Senator CuirrIs. If they earned $5,000 and lived in public housing
what would be their total -net?

Secretary RICHARDSON. Their total net would then be $6,061.
Senator CuwRas. In other words, if someone, a welfare recipient in

Chicago, who increased his earnings f rom $1,000 a. year to $5,000 a
year, would have a net gain of a little less than $200, is that right?

Secretary RICHARDSON. I do not think that is correct.
Senator Cuwyns. What does the figure show?
Secretary RICHARDSON. That is what the chart shows, but I would

again point out the very different picture shown on the first chart we
prepared,' believing at the time that we were responding to the coi-
mittee's request,. and that shows that the retained share of earnings
increases in the interval from $4,000 to $5,000 by over $600, $669, and
by a similar amount in the interval between $5,000 and $6,000.

Senator CURTIS. Now that is based on totally disregarding public
housing.

Secretary RICHARDSON. Yes.
Senator Cuitns. And totally disregarding medicaid.
Secretary RICHARDSON. Yes.
Senator CURTIS. And disregarding the fact that someone who works

for their money has to pay social security taxes.
Secretary RICHARDSON. Yes. Although as I explained earlier, one

of the reasons, for the reason that the family paying for social se-
curity taxes is also getting something for the taxes.

Senator CURTIS. 'Well, I hope that is true of all taxes.
Secretary RICHARDSON. In that direct sense.
Senator CURTns. But the fact remains if someone gets their money

through a welfare check, social security taxes are not taken out, that
the man who has to go out and work has social security taxes taken
out, and it is also true, even though the benefit under title II will be
less' than when they get old, they will also be eligible for old age
assistance.

Now, in New York City, if this head of a family of four earns $7,000
the chart shows that the net would be $6,277-excuse me, I meant
Chicago.

Secretary RICHARDSON. You mean we are not in New York?
[Laughter.]

Senator CURTIS. I had asked a question about Chicago and led up
to the $5,000, and the only question I want to ask is what would the
net be for the head of a family of four earning $7,000 in Chicago if
they lived in public housing?

1 See page 82.
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Secretary RICHARDSON. $7,000 shows a net of $6,277, including pub-
lic hiousinlg. I also might oilnt out again that the family at $7,000 is
not receiving benefits eitfier under the basic Federal program nor
under the State supplement.

Senator CURTIS. Yes, I understand that. I am just comparing what
they would have to live on if they did not work very much or if they
went out and earned $7,000 and the difference is about $400, is it not?

BENEFITS INN NEW YORK CITY

Now, I am ready to ask som-e questions about Now York City.* A
family of four earning $1,000, if they lived in public housing, would
have a net of $6,035, is that cor ect?

Secretary RICHARDSON. Yes.
Senator CURTIS. If they increased their earnings to $5,000 they

would have-and lived in public housing, they would have a net of
$6,233.

Secretary PiTcIARDSON. Yes.
Senator CURTIS. So the individual who works and earns $5,000 in

New York City is $198 better off than if they just earned $1,000?
Secretary RICHARDSON. According to the chart, subject to all-I

hereby incorporate by reference all the qualifications previously noted.
[Laughter.]

Senator CURTIS. The Court will note the objection for every ques-
tion asked. [Laughter.]

And that it is overruled.
Secretary RICHARDSON. Thank you very much, Your Honor.

[Laughter.]
Senator CURTIS. The head of familymknerin $7,000 in

New York City would have a net, according to this chart, of $6,182.
Secretary RICHARDSON. Yes.
Senator CURTIS. That is $148 more than someone who only earns

$1,000 and gets all these benefits.
Secretary RICHARDSON. I might point out, Senator, that contrary to

what I said earlier with respect to Arizona and Delaware, that there
is an actual notch shown here; there is an actual reduction of net in-
come despite a rise in earnings in the interval between $5,000 and $6,000
of earnings. It shows a reduction of net cash and public housing from
$6,233 to $6,139, which remains there as a result primarily of the drop-
off in housing benefits, but also the increase in combined income and
Social Security taxes.

There would be no way, I think, of actually erasing that without
stretching out the interval over which the equivalent of a public hous-
ing bonus was made available or without stretching out the interval
Over which the f amily assistance benefits were being paid. In other
words, you would have to reduce benefits of whatever character more
steeply, I mean less steeply, in order to completely eliminate that
notch.

EFFECT oF 1967 WELFARE, A-MENDMENTS

Senl'ator CURTIS. E ven if some mathematical formula were devel-
oped that eliminated the notch, I still do not think the system is ac-
ceptable because it is based on a wrong premise. It is based upon the

*See page 60.
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failure of the 1967 welfare amendments to the Social Security Act.
In 1967 the Congress attempted in an effort to get people off of wel-

fare allowed them to work and disregard certain of their income, and
it has totally failed; it has had about 3 years of operation.

In that law we permitted them to deduct their expenses of working
which the IDepartment of Health, Education, and Welfare, by regula-
tion said included not only union clues and transportation expenses
but Social Security and all withholding taxes, and we ended up with
instances where the p rson's wage income substantially exceeded their
budgetary needs as determined by the case worker, and still they con-
tinued to draw some benefit and to go on working. The criticism
against the 1967 amendments is that those amendments did not~ cause
them to leave the welfare rolls but the contrary was true, because they
could have a certain amount of earnings and still have the security
of the welfare benefits.

Now the formula is different, but the principle is the same. I am
thoroughly convinced that, if welfare reform had been devised at the
local level where welfare is administered, that you would not have
come up with the -same program. I am thoroughly convinced that
you will find that the 1967 amendments did not give an inducement
for people to leave the rolls, but that the contrary is true, they stayed
on1.

I had a number of flagrant cases turned over to 'me from my home,
State. I have got one here, there were two parents and three children.
The husband wAs drawing wages of $799.80, within 15 cents of being
$800 a month, their budgaetary need was fixed at $503 and he was mak-
ing almost $800, but applying the disregard formula they still drew
a benefit of $170 a month.

Mr. VENE31AN. Senator, did you say that was a husband and wife
and children?

Senator CURTIS. Yes.
Mr. VENEMNJAN. They aren't eligible.
Senator CuRTIS. Well, they were under AF1)C.
Mr. VENEAMAN. Not if he is working full time, Senator.
Senator CURTIS. Oh, yes, he was, hie was out of n~ork-
Mr. VENEMAN. If hie is unemployed, Nebraska has an unemployed

program but how can he be earning $800 if he is unemployed?
Senator CURTIS. All right. He qualifies AFDC and gets on and then

later he takes a job.
Mr. VENEMEAN. But then hie is not eligible.
Senator CURTIS. Yes, he is. This is an actual case from the recor(ls.
Mr. VENEMNAN. Well, Nebraska then has some fouled u-p welfare

laws, Senator, because that family is not eligible for Federal matching.
Senator CURTIS. No, this is what was passed in 1967.
Mr. VENEMAN. Just to clarify it, Senator, this is an intact family,

husband and wife and two children when hie became unemployed.
Senator CURTIS. Husband is unemployed, qualified for AFDC. Xfter

be qualifies and is on the rolls, he seeks employment, and the 1967
amendments permitted him to continue on AFDC.

Mr. VENETUAN. He can seek employment, but then if he receives em-
ploymnent anid is earning nearly $800 a month, he would no longer be
eligible, Senator.

Senator CURTIS. But he was.
Mr. VEMNMAN. There must be a nonconformity issue.

65-745-71--18
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.Secretary RIC 1A~IIISON. *XVe would be glad to follow that up to sce
if we can reconcile the example.

Senator CURTIS. I have 10 cases.

CONTROLLINc, INCREASES IN THE, WELFARE ROLLS

Secretary RICHIARDSON. I think, Senator, the issue is much more
'fundamental. I think to put it very clearly , the question is, if we are all
Agreed that the only practical. way of trying to contain the increase ill
welfare caseload and try to bring about a reduction in total nulmbers
of families under the program is to get more people off the welfare
rolls into jobs, so, the next question is Okay, if that is what we want
to do, how do we do it?

Now, as you correctly point out, the 1967 amendments took a partial
step in that direction. It was a partial step for a lot of Ireasons, pointed
out by Secretary Hodoson the other day, which I won't repeat. I think

von -re absolutely iglt, In pointing out that IJ.R.. 1 -app lies the same
philosophy in the sense that it proceeds on the assumption that you
have a better chance of getting people off the rolls into jobs if they are
allowed to retain a share of their earnings. You could reduce bene-
fits dollar for dollar, and that would mean, of course, in effect, that
the family would be receiving the same dollar income no matter what
their earnings down to the point where the same dollars, the total
dollars, were aill earnings and none of it were benefits.
.So the y would stay in effect at this flat level over a wide range of

improved income.
You would get a, negative effect to the extent that some of these eco-

nomic, consequences showed on this chart are also factored in depend-
ing on how you analyzed that whole issue.

IMPACT OF, 1967 EARNxINGS DISREGARD PROVISIONS

In any event, the administration and the House committee have felt
that the 1967 amendments were on the right track in offering an op-
portunity to retain a shire of earnings and that what was wrong was
not that feature of the law, but the failure to put a, ceiling on work
related expenses mid the failure adequately to administer the provi-
sions providing training, day care, job opportunities. So they said,
"Let's do it right with respc to all these work-related provisions,
make them the responsibility of the Secretary of Labor," and so on.

But I certainly would agree that you have pointed up a very real
issue.

Senmitor CURTIS. I think that any investigation made out over the
country would show the 1967 amendments, and particularly that part
which allodws for disregard of earnings have increased the rolls in-
stead of decreasing them.

Secretary RICHARDSON. We do not think that, on the limited data
available, that is true, Senator.

'We do have, some evid 'ence that the 1967 disregards have caused
increased earnings in families, and wve -would be glad to submit that
for the record. In 1970, 550,000 cases left the rolls, the AFDC rolls
for some reason. The commonest explanation is that the family ceased
to be eligible because their earnings did increase to the point where
they were no longer entitled to benefits.
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Senator CUIRTIS. But that first case, there was a father, but I will
call attention to a couple of others. Here is a mother and three chil-
dren. Their budgetar 'y need determined by the caseworker was $338.

She had it job, got at job after she was onl AFI)C that paid $569.2'2.
Because of the disregards, shep still got at AFDC chock of $115 a month.

Here is another case of a mother and two children, the budgetary
need was established at $203.17. She got a job ait $380 at month but
still drew, because of the dlisregards, an AFD)C benefit of $87.61-
the welfare (director told mie long before any of us heard of II.I(. 1 or
your bill, that "What you have done in the 1967 act., you fixed it so
that no one leaves the rolls," and in my State that is one o-f the big
factors in the increase in the number of, the total number of peolfle
onl the rolls.

Trllie is no, way that you can phase it out. It is just there, and -1
think the idea of welfare in the minds of most American citizens is
that if people have zero income, they should not suffer for shelter or
food or medicine or other needs.

If they have some incomei but not enough to provide these neces-
sities, the balance should be supplied, and that is all. So what wve have
here is at guaranteed annual income under the namie of welfare refoiim1.
1 have some questions about

Secretary RICHARDuSON. Senator, may I just say one, brief word onl the
disregards. 1 amn sure it is true that examples such as those you have
just given us have involved high disregards for work-related expenses,
child care, and so onl, and that is at problem which, ats I said earlier,
JI.R. 1 does try to cure by putting a mnaxim-um onl this kind of ([is-
regard. B~ut the real issue is what (10 you (10? If onl this chart yon
were to take a person who is receiving $2,400 in Federatl family assist-
antlce benefits, State supplement of $1,944, with a gross cash income of
$5),064 and earnings of $720, if You were to provide at hundred percent.
tax rate, you would, ini effect, subtract the $720 in this figure of $2,400,
so that individual would be receiving $720 less ini Federal b~enehits as
a result of earnIing $720.

Now, you can. certainly apply a penalty for refusal to take the joy,
but the result is that the individual takes the job for no additional
economic reward ; the same would be true as you -go uip because if you
had at hundred percent tax rate at this pointi, at -a level of $2,000 in1
earnings you would have wiped out the family assistance benefit, $1,-
546, and you would have iped out in addition $554 of the remaining
State supplement, so that the, individual at that point, would be re-
ceiving about $1,400 in State supplement only, and the balance would
be the $2,000 of earnings. The result would be in effect that although
having increased earnings by $2,000, the family's cashicomle would
be exactly the same as before, even before you take into account anly
of these other things in the right-hand column of the chart.

So, you know, you could do that, but it is fair to say that the unanim-
mous Judgment of those who have. worked most intensively onl this is,
that there'should be a reward for work represented by somec retained
share of earnings, and I have supposed that the problem exhibited by
these charts had already been regarded by the. commiittee as being
that they did not show enough retention of earnings. In. other words-,
the "tax rate," taking into account economic benefits, was too high
amid, therefore, there. was not enough work-I incenItive.
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We would like to see the work incentive higher, in fact, ourselves,
but the problem of doing that is the problem that we tried to make
clear this morning, namely, that you have higher break-evens, higher
total caseloads, higher total costs. I think the issue is one certainly
that the committee will wish to go into.

Senator CURTIS. All of that is based on the assumption that we take
the general pattern of H.R. 1 and revise it somewhat. It cannot be
done because it is basically wrong.

Secretary RICHARDSON. Well, what else would you do? Either
you increase the retained share of earnings so that instead of
leaving 33 cents out of the dollar, you leave 50 cents or you reduce it.

Senator Miller asked us to give calculations on that. You can reduce
the tax rate to zero, but you have to make a decision as between those
options somewhere from a hundred percent tax rate on down.

Senator CURTIS. I want to ask you something else. If H.R. 1 is
passed as it is written, will there be any disregards besides the $720
plus the one-third?

Secretary RICHARDSON. Yes; there would be a disregard of child
care expenses up to $2,000-this is a disregard in the sense of a deter-
mination of what earnings are countable.

This total here is always assumed to represent countable earnings.
Senator CulTis. Would there be anything else disregarded besides

child care?
Secretary RICHARDSON. So far as out-of-pocket expenditures for

earnings received by the family head, no. You would disregard in
determining family income itself, income earned by a student, for ex-
ample, for putting himself through college, and you would disregard
alimony received, and a certain amount allowed for home-grown
produce.

I'rnm.s DEDUCTED AS WORK EXPENSES UN-DER PRESENT HEW
REGULATIONS

Senator CURTIS. Now, according to present regulations, work ex-
penses have included social security taxes; Federal and State income
taxes; union dues; dues to employee clubs; transportation to and from
work; child care; increased cost of food, including cost of more expen-
sive ready-prepared food when the housewife works; snack break
where customary; special clothing or uniforms and cost of cleaning
or laundering them; contributions to collections for mandatory em-
ployee benefits such as private pension contributions; tools and licen-
ses required for the job; additional expenses related to employment,
including any necessary publications.

Those would be eliminated under H.R. 1.
Secretary RICHARDSO-N. All of those except child care are included in

the $60 a month disregard. In other words, that is an explanation of
why $60 a month is permitted as a disregard. I am sorry, I did not
have that list in front of me when Senator Miller was talking about
this earlier today, but the $60 a month in effect is a flat amount allowed
to cover any or all of those items you listed except child care, which is
allowed for as a separate disregard. The Ways and Means Committee
pointed out that the allowance of a separate disregard for child care
would have the advantage of making more child care possible than
would be fuded dhe appropriated amount for the purchase of
child care by the Secretary of Labor.
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Senator CuRTIS. Mr. Chairman, there may be some people who want
to ask some questions about these charts. hat is all I will ask at this
time.

The ChAIRMAN. Senator Byrd, do you care to ask some questions at
this time?

Senator BYRD. Not at this time.
The CHAIRN. Mr. Secretary, I will ask you about a different mat-

ter so you may resume your seat. I would suggest we take those charts
down for the timec beingk. I plan to use that -blackboard for a moment
so I suggest we move that chart back and put the blackboard there in
case we want to use it.

Mr. Secretary, I am frank to say this is a better bill than the bill we
had last year. I think this is a better bill than the Department brought
to us last year and about that I am pleased. May I say that after the
failure of the bill last year, I went to Congressman Mills and Congress-
man John Byrnes and told them some things I thought were wrong
about this bill that we should try and do something about. I had hoped
that they would do some of it because the more that they did the less
the burden would be on us to take care of what I felt were obvious,
defects in the bill. Cashing out food stamps is one of them and I
applaud that. And also there had been an effort to limit these welfare
payments on a one to the customer basis.

PREVENTING A'VE1 FARi, ABUjSE., TjiIRouGnIUSE OF SOCJA, L 1,C111L'i'Y

Nui-iirBIS

Now, let's see the extent to which it has been met in the bill.
Here was a woman in Louisiana. She came in planning to go on

welfare for herself and her children a fifth time and she succeeded in
getting on welfare five times. But in the course of it she ran into one of
the aides who had processed one of the first four applications with the
result that this matter came to the attention of the office, and they got.
out a search warrant and learned the truth. She had five social security
numbers, she had five driver's licenses.

Her neighbor was on welfare two times but planned to go on three
times. Shelhad three drivers licenses and three social security numbers.

Now does this bill get the soCial security numbers down on one to a
customer basis.

Secretary RICHARDSON. Yes; it does. The social security number
would be used to identify every recipient, and when anybody came in
who didn't have a social security number or didn't know what it was,
there would be a check made with the Social Security Administrationi
files to determine whether or not they had previously been issued a
number, or if they gave a number to determine that it was really their
own number. May I ask, wju'1U' you like Mr. Ball to answer on this?
The short answer is that they would, everyone would have to have a
number and checks would be made to protect against a duplication.

The CHAIRMAN. Now, originally the law was that a person could
have all the social security numbers she wanted, I believe; is that not
correct?

Secretary RICII1ARDSON. Yes. Mr. Ball might be a better witness than
I on this.

Mr. BALL. Mr. Chairman, as far as the basic social security program
is concerned, there is no penalty, specific penalty, for applying for
more than one number. In our ordinary processes obviously if the mdci-
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vidual gave the same identifying information the second time hie would
be caught in the screen and we would find he already had a number so
we would only reissue the one number unless hie would give a reason
for wanting a second number and then we would cross refer the two to
the file. But so far as policing this new program is concerned, what we
plan to do with the new agency is for each applicant to the program
to be identified by, say, a woman bringing in her children for applica-
tion, to identify her w ith a birth certificate and then to use that as a
basis for either issuing a new number or checking any existing number
that they have so that for this group there would be a complete check,
keeping them down to always a single number.

Now, the bill also provides a penalty that makes it an offense to seek
a second social security number for any fraudulant, purpose. We still
prefer, and the bill would allow, a situation in which an individual for
a nonfraudulent purpose telling us that hie wants a, second number:,
we would still believe as long as we have a cross reference that would
be desirable to allow that.

Sometimes we get situations where an individual bas a name that
suddenly becomes notorious, like a noted criminal, for example, and
hie is having trouble and he just wants to change it. As long as hie tells
us about it and our records are complete that would be all right. An-
other example is if somebody is on a blacklist; but other than those
exceptions, as far as this program. is concerned, there will be these
strict checks so that -we can be sure there is only one account number to
each applicant.

Tfhe CILRAr1 N.. Well now, is there a possibility that we can get this
thing to where people only use one social security number? Can we
reduce the duplicate social security numbers clown to less than 1 per-
cent rather than have a large number of people with more than one
social security number?

Mir. B3 ALL. Well, Mr. Chairman, I would think that over a period of
time it probably will be highly desirable to tighten up on the issuance
prlocedures for social security numbers in general. It does seem to mne
that as far as this new program is concerned, the proposals to check
the numbers or issue new mnbers in relation to a birth certificate will
niake it coinp~letely tight for this program.

Now the question become.- how much you want to require in the way
of identification from individuals when they are applying for what
they claim to be a new number unrelated to this program now, just in
general. wh-lat they claim to be a new number and, in effect, they al-
ready have oneo, the degree to which you go to insist that they establish
this fundamental identity is, I think, a very real question.

The C11AniUNTAN. 'Well, the important thing is that if we are going to
have a (rood program it must not be subject to the kind of thing that
happened out there in Alameda, Calif. where people advertised that
they were going to cheat on the welfare and proceeded to demonstrate
how easy it was. I think one of them got on the welfare rolls 10 times
in Alaireda County alone, is that not true.

Mr. BALL. Well, you see there is another point. in this I don't think
we have mnade, Mir. Chairman. The first point I am making, just to
repeat quickly, is that the identification of the new applicant for this
program isn't a, social security number fundamentally, it is a, birth
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certificate. Then we use that as a basis for either checking the number
or issuing a new number. I think that makes for a tight system.

Now the other thing is we have a ceaitral file.
The CIHAIRINAN. Do those birth certificates have numbers, that go

with them so it would tie it in.
1\r1. BALL. No; they show the birth certificate and we put a. number

in relation to that information. The point is our central records would
show the date of birth. of this individual, their name, their i-other's
and father's name, the place of birth; that is what our central records
show. Now if they go to a new office they have to have this birth cer-
tificate and the birth certificate shows this information, that is all
checked back to a, central file, and it is shown that they already had a.
number and this is it.

The CH-1AIRMANX. All right.
Mr. BALL. I think the point about some of the State p rogramns

now is, you don't have anl opportunity to catch even the obvious case
because there isn't a reference to a central file.

The CHAIRMAN. Yes.
All. BALL. And we would always be referring back to central

records.
TheJ~ CHAIR-MAN. Now the only argument I know justifying more than

one social security number, was that the pers5on might object that hie
might be blacklisted from a job and the number could help identify
him for blacklisting purposes. 11e can make that a criminal penalty
on a person using a social security number for such purposes.

Mr11. BALL. Well, iMr. Chairmian, I think the exceptions to the do-
sirability of a single number are so rare that it really does not cause
the system any difficulty. As long as we know the person has two num-
hers we can cross reference them and we can immediately find it just
as well. I don't think that is the big problem.

I think the problem, if you. go beyond thc welfare program -andc be-
yond the social security program, the problem becomes one of the
degree of proof that you ask for when an individual applies for what
hie says is a new numiiber. You suspect that it may be really hie already
has one, hie gives you the information, we check the central record, and
that doesn't prove it. If hie has madectup a new birthday, made uip a,
new mother's name and made up all new information, our checking this
new information will not catch it.

So you could say "don't ever issue a social security number to any-
body unless hie brings in a birth certificate." That would be a muchl
tighter system than we now operate -under, and I would say person-
ally I think we will be moving by stages in the direction of tighter re-
issuianice procedures, but that as f ar as this program is concerned we
can make it completely tight f roin the beginning.

The CHAIRMAN. Well, now, Up to this point we don't have any ccen-
tral computer at any point where we could tell whether a person is
already onl the welfare rolls in some other state, is that correct?

MAr. BALL. That is correct.
Secretary RICHARDSON. This, if I might interject, Mr. Chairman, i .

of course, one of the most important reasons, as we pointed out earhiei.
to Senator Nelson, why we think that Federal administration is
important.

Trle CHAIRMAN. All righlt.



270

BENEFITrS FOR THE AG ED

Now Mr. Secretary, I have been desirous of increasing the pay-
ments kor th aged people in this country. We know there is not much
abuse in it. If these old people qualify in the first instance they are not
going to have much income thereafter. How much does this House bill
provide for them, if they have no other income?

Secretary RICHARDSON. If there is no other income for an individual
it starts out at $130 a month. For a family, I mean for two people,
$195 a month. Then in, the next year for an individual it goes to $140,
and for a couple $200, for the third year it is $150 for the individual
and $200 again for the coule.

The CHAIRMAN. Well,I applaud that. I would like to see it higher
especially for the couple, but I believe that that is a good provision.
How much would those people be permitted to earn without losing
their welfare entitlement.

Secretary RICHARDSON. The same provisions of $60 a month disre-
gard for work expenses and the retentioii of one third of earnings
would apply to them also. I think in the case of the blind and disabled
$85 disregard of work related expenses.

Mr. VE NEMAN. Mr. Chairman, I think it also should be emphasized
that this is a Federal minimum, 100 percent funded by Federal
money and the States have every incentive to supplement above this
if they are presently paying more than $130 to $195.

INCENTIVES' FOR NOT MARRYING

The CHAIRMAN. Now to look at the kind of thing that concerns me,
which bothers me a lot, I would like to just ask one of our staff assist-
ants to go to the blackboard. Let's just assume, put about the middle
of the board- there the figure $6,000.

All right, let's assume that you are talking about one of the higher
payment States and put above that put "F" for the fathec.

All right, put parallel to that just to the right, plus $5,600.
Above the $5,600 put M plus 3, that is a mother plus three children.

In that instance there would be available to that family where the
father has not married the mother a combined income of $11 600

On the other hand if a father were working and, let's say, he w*as
making $7,000, and he admitted his responsibility to that mother and
his three children-he freely admitted those were his three children,
and he was married to the mother-then the family would not be
eligible for welfare payments, indeed they would be paying taxes.

Now that angers and outrages taxpaying people who live in the
vicinity of these welfare families. Some of these fathers know exactly
when the welfare check arrives. They show up on the day the check ar-

rives help mama, spend the money and then leave for tho3 remainder of
the month, only to turn up again when the next welfare check shows
lip).

If that mother had been my daughter, if the father was not disposed
to marry her, I would have suggested that -we go to court, have him de-
clared to be the father of that child and obtain a court order ordering
him to pay support for his family. Wouldn't that be a better aiiswer
than what we have right now where the man making $6,000 can have
$11,600 income between him and his wife by denying paternity, and
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carrying out, the pretense that the father is not available to help sup-
port his children and the mother of those childre-n.

Secretary RICHIARDSON. Clearly, Mr. Chairman, every practical
measure should be taken to determined what the combined income of
the f amily is, and to determine whether or not the man in the house
or the mnan hanging around is the father of one or more of the children.
U nder I-I.R. 1- as it 'presently stands the income brought into the house
would count as family earnings, and any information that, indicated to
the administrators of the program that the money was available would
afford a basis for further inquiry, and if it proved to be true, the reduc-
tion or elimination of benefits.

The CHAIRMAN. Do I understand J-I.R. 1 has, reimposes, the man-
in-the-house rule.

Secretary RICHARDSON. No; the real issue here, is between the impu-
tation of income to the family where somebody is hanging around, and
where you found out what his income is, and the provisions of H{.R. 1
which say that where, in fact, a group of people have been living to-
gether as at family, the earnings brought in by any number of that
group are considered to be family earnings, and if you have informa-
tion that they have been in fact living on-this total amount, then that
information is pertinent to determine income available to the f am-
ily. It turns really on whether you assume in effect, as a presump-
tion, that income is available when in some sense a man is around,
versus a determination that income has, in fact, been applied to the
needs of the family.

The CHAIRMNAN. Well, Mr. Secretary, the Supreme Court ruled on
this mani-ini-the-house rule that you could not attribute income of that
man to that woman and those children except to the extent that you
could prove that that income is available to them. Would that still be
the case under I-1.R. 1.

Secretary RICHIARDSON-. That would be the, case essentially, yes.
The problem is the problem of, in effect, the burden of establishing

that the money is available. In other words, if you had any informa-
tion that tended to show that money was available you could then
inquire and p in that down, versus, in effect, a presumption that money
is available because the man is around. This is really what it turns on,
and the letter, the man-in-the-house rule, in its purest form requires,
in effect, that somebody try to find out what the facts are ain this
involves,,, considerable element of intrusion, and so on.

The CHIjRnMAN. *Well, the way it looks now, Mr. Secretary, this is
the kind of complaint that causes people who live next door to these
welfare families to resent to the soul of them the way this progrram
is working. I don't think it would be much different under 1-1 1.
You can change those figures, reduce that $6,000 to $4,000 and that
$5,600 to $2,400, you can change them around however you want. to,
but t don't see how w ie are going to ever work out something that does
Justice to the husband who brings his paycheck home to the wife and
children unless we find some way to see to it that the family that is in
fact poor and is in fact working makes out as well as the people who
,are legally cheating us.

Now, until we can solve that riddle I just can't see that we have a
good bill.

Secretary RiARDSON. We would be very glad, as I said the other
day, to work with you on this, Mr. Chairman.
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The committee, as -you recall, last year suggested a series of indica-
tions on the basis of which it could be determined that there was a
parental relationship Some of these involve significant and serious
administrative problems, but we would be glad to review these with
you, and see what we can come up with.

The bill does take one step which is an important one in making
this money available, or assuring that it will be counted, and that is
that it treats the stepfather as supporting the family regardless of
what the State law might otherwise say. It also establishes that if

r aternit of the father as to any child in the household can be estab-
lished, then his responsibility toward all the children can be assumed.

The question is really, in a practical sense, how far beyond that to
go.

Ihe CHAIRMTAN. But in that illustration I have given there, Mr.
Secretary, the people who have possession of the facts are the father
and the mother, and it is to their advantage to the tune of about a
$5,000 cash incentive not to make those facts available to us. If they
do they reduce their joint family income by $5,000 a year. It provides
a man with a good economic incentive, if indeed he needed any, to'
de'~inie to marry and to decline that lie is the father of those children.

Now if you turn the incentive around the other way it would seemi
to me as though it would work better. Let's see if we can design a
program in such a fashion that it is very much to the mother's advan-
tage to identify the father and to have him held liable for the support
of those children. Then, when the economics favors her my guess is
that she is more likely to fix paternity than when the economic dis-
favors it.

If we can do it, if we can work out some way of achieving that
result, would you be inclined to favor it, all things being equal?

Secretary RicHARDsoN. Yes; certainly.
Under these provisions of the bill as it, now stands, which represent

thus far the best results of the effort to deal with this pro blem, there
would be the requirement of a report by the family o fal its income
from any source. rphis total would have to include income from any
person living in the house as well as income from any source outside
the household. Up to that point the person living In the house doesn't
have to be related, in effect, doesn't have to have the obligations of
support if that person is part of the household. So the questions thenl
is how do you find this out.

There wvouldl be penalties for failure to report. But if you can think
of some positive incentive we would be for it.

rThe ChAIRMAN. Well, that is what we need, in my judf-.rent, to
make this work.

DEVELOPING A FEDERAL CHILD SUrrORv LAWv

Now, you have indicated that you do fiavor the suggest ons we have
made last year about the fathers who cross State boundaries making
themselves unavailable to support their children. I would ask you
can we count on your cooperation in trying to -Work out the mnost
feasible and practical program that can be devised under a kind of a
Federal child support law to reach that father wherever lie goes and
garnishee his check if need be in order to collect his contibutioni
toward his wife, that is the mother of his children and those children?
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Secretary RICHARDSON. YeS, Mr. Chairman. WVe have, as you p)ointedl
out, included a provision for' crim-inial penalties for crossing StateIis
i order to escape parental respoiYibilitv. We have raised matching
for locating deserting fathers from .50 percent to 75 percent. 'ihe bill
also provides'that the father would continue to owe the amount of
any payments hie was otherwise obligated to make to the faiiiily, to
the United States, which could collect this out of any moneys dite Imiiii.

The bill does not take the additional step you have just referred to
of providing for garnishment of wages, and there is, I think, a tough
question of whether that is a good idea or not. I think the Labor De-
partment and the Justice Department both would want to be heard].
'We have consulted them about it and they have informally told us
that they do not favor it, and so I simply would say at, this point if
you, Mr. Chairman, and members of the committee would like to pur'-
sue that additional remedy further that I think those two departments
would like to be heard.

The CUAIRINAN. Well, what really irritates me, Mr. Secretary, is to
hear a tax collector take the view that his job is to collect taxes and hie
has no further responsibility toward this Government. lie has the
information as to where that father is, and can provide that to us. I f
we have a good Federal child support law we can proceed against th-t t
father and make him make a contribution. Of course, there is moro.
advantage to this matter than just achieving some income from that,
father toward the-to keep his family off welfare, or to increase their
income if they are on welfare.

Part of the advantage is that it would tend to m-ake him somewhat
more responsible in the area of family planning. Some of these father-s
seem to feel they have no responsibility in that regard, that is just-
something for the prospective mother to worry about. 'We can expect
these fellows to do more if we have an effective program.

Now, here are some statistics that I, looking at on page 72, and I
think you have it available to you. This is the pamphlet "Welfare Pro-
gramn for Families."

Secretary RICHARDSON. Yes, sir.
The CHAIRMAN. Nowv, of a list of 75 percent of fathers absent from

the home, 2.6 percent are in prison, so we won't get much help out of
those, and 1.0 percent are absent for other reasons that are not ex-
plainecl. With regard to the other 71 percent, it would seem to mie that
most of those f athers are working and they should be available to maka
a contribution.

'What percent do you think could make a contribution if we can over-
comne the difficulty of finding them and identifying them and establish-
ing their duty toward their children? What percentage of those do
you think are working and m-aking enough income that they can made
some reasonable contribution?

Secretary RTcHARDSON. Well, I suppose, Mr. Chairman, that if you
took as the ones least likely to be making a contribution now, which
are the portion shown as deserted, and the portion shown as not Diar-
ried to the mother, which brings you up to about 42 percent of the
total, that these are the ones least likely to be contributing now. 0 f
that total I suppose you might expect that the u-nemploym-ent ral e
was substantially higher than in the adult male population as a whole,

*See page 487.
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but if you said, if it were as high as, say, 20 percent, that would still
leave a total of about proportionally 32 percent of the entire number
emp loyed who could be pursued if you had a way of identifying -them.

TheCHAIRMWAN. I have no doubt, Mr. Secretary, we can do a lot bet-
ter with regard to those desertion cases than we are doing. Many of
the States don't even have the money, to help ,meet the expense of haul-
ing hese fellows back to the States.

secretary IRICIIARDsoN. Fifty percent now is part of the, Federal
matching administrative costs. Under the bill it would be increased to
75 percent.

The CHAIRMAN. Well,' we will never know how effective we can be
unless we have our own program and put our own lawyers to work.

We have a lot of them on the OEO program trying to help these
women get their legal affairs straightened out. Why can't we have a
Federal Jprogram where we can simply have one U.S. attorney con-
tact another U.S. attorney and say "the number shows up III your
area," and let's simply namle that OEO lawyer as a special assistant to
handle those cases for him and onl that basis we might bc 'able to get
mothers some support. We will never know how effective we can be
unless we try.

Secretary RICTAIRDSON. I do igree with that.
The CHAIRMAN. Well, I am pleased to see, Mr. Secretary, that we

have at least found some areas of agreement.

EXPANDING CHILD CARE,

This bill makes a lot of headway in the area of family planning. It
makes headway in the area of child care. I personally have felt that
we would make more progress in child care if we had a separate cor-
poration with a board when one member's term expires every year
so we could kcep calling onl these people to explain to uis why they have
not been able to spend the money we have made avail able to them for
that purpose.

Does the administration still oppose that concept?
Secretary RiOHmm~soN. We would like to explore it further with you,

Mr. Chairman. There are involved, we think, problems of compati-
bility with the other related provisions of law that have been proposed
and considered by other committees. But I think that the concept is
one that is perfetly consistent in principle, and if the committee
would like to pursue that at your suggestion we would be glad to work
with youl onl it.

SuiusinizING Low-WAGE EMPLOYMENT
The CHAIRMAN. I want to agree with the position that the adminis-

tration has taken so far as I can tell at this point with regard to the
hard question of low paying jobs. It seems to me that we are better
off to urge a person to take a job paying a dollar or, I think you had
an agreement at the $1.20 level amid to subsidize that, if need be, in
order to bring the family income up to whatever you thought the
proper level, rather than to simply raise the minimum wage and end
up nlaving to pay the whole thing because a person couldn't find a
job at the minimum wage.

BEST COPY AVAILABLE
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Frankly that is one area, Mr. Secretary, where I believe we
shouldn't be trying to help people unless they are doing the most they
can to hielp themselves.

You still adhere to that position, do you not, that it is better to
subsidize, to add something to what someone can make rather than to,
pay the to do nothing.

Secretary RICHARDSON. Yes, we do. We agree with that.
The CHAIRMAN. Well, thank you very much, Mr. Secretary. Those

are all the questions I have for now unless Senator Hansen would
care to ask a few.

Senator HANSEN. Thank you, Mr. Chairman.
I know it is late and you have had a very long day, Mr. Secretary.

Let me ask will the Secretary be coming back again or not.
The CHAIRMAN. We will be here at 10 o'clock tomorrow if the Sec-

retary can be here. Can you be here, Mr. Secretary.
Secretary RICITAMSON. Yes, I could be. Are you calling any other

witnesses tomorrow.
The CH,1AIRMAN. No. Senator Byrd notified me that he, for one,

wanted to ask a few additional questions. He wanted to be here, and
I think that Senator Curtis an d Senator Jordan also would like to
ask some additional questions. So that if you could be available we
will be here.

Secretary RICHARMsON. I could be available, Mr. Chairman. I would
hope that it might be possible to complete my appearance in, say, an
hour and a half -,*,sthat feasible do you think in the light of-

The CHAIRMAN. I would hope so, Mr. Secretary.
Secretary RICHARDSON. Thank you, fine, thank you very much.
Senator HANSEN. If it is agreeable then, Mr. Chairman, I will

withhold the few questions I have until tomorrow. I don't intend to
take a lot of time. I would like, Mr. Chairman, to ask that this report
prepared by the Chamber of Commerce of the United States of Amer-
ica which was done by Alfred and Dorothy Tella be included in the
hearing record. I think that it is important that we consider along
with others the observations made by this study group, and I am
particularly interested in their summary of it. I recognize not every-
one is g-oing to read through all of it, but I. would like to state the find-
ings of the study that-

Each of the income payment plans analyzed would discourage work
by low-income family heads.

Male family heads would keep working but would work fewer hours.
Female family heads, in large measure, would withdraw from the

labor force.
Because the reduced work would cause these families a loss of earn-

ings, their family income would rise by much less than the amount of
the income payment-by about half of the payment for male-headed
households and one quarter of the payment for female headed house-
holds.
4Under each of the three plans, both the high (50 to 67 percent)

"marginal tax rate" and the income payment would discourage work.,
Inoepayment plans reduce the amount of the payment in propor-

tinto the amount of income earned by work. With a 67 percent rate,
for every $3 of income earned by work, a family's benefit is reduced by
$2. The Tella study found that 70 to 80 percent of flie work disincen-
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ti%-e that, would occur' would come from the "tax rate" o0 earne d in-
comne and the remaining '20 to 30 percent -from the supplemental
inIcome p)ayment.

rihe CHAIRMTAN. Without objection.
(Cuxini's Noriw. T1he complete book is printed as appendix D, p. 493.)
Senator HANSEN. Then, if I may, Mr. Chairman, let me say this,

wehave two sets of charts that we have seen exhibited here tis atter-
noon, one ain uip dating of the so-called Williams chart or the Williams
clinrts which thle conittee requested,'- and the other charts which the,
Secretary had said better reflects the work incentives calculated by
I JEW11 in response to what the Department "thought" the committee
wanted.:-

t note the caption ait thie top indicates the Department does not
endorse the chart as a complete representation of the work incentives
in IH.R. 1. 1 would ask you, Mr. Secretary, if we might not have a
third chart which would show the complete work incentive in H.R. 1
ais you and the Departmnent conceive it and as you would endorse it.

Sertry RICHARDSON. Sena tor Hlansen, thie second chart, 2 that is,
si nce I don't have the captions in front of me, that the one that was
on the right as they were set up-

Senator HANSEN. Yes.
S)ecretaryRPICILARDSON (continuing). 'Which was the one we pre-

lparedl first, hoping it to be responsive to the Committe~s request,
does com e as close as we think it is possible to come in that format.
The difficulty we have with the whole concept is the difficulty of treat-
ing, in effect, various types of economic benefits as if they 'had the
same impact upon the motivation of a potential wage earner as dollar
earnings themselves. Given the underlying premises the charts on the
right comes as close as we can. You should react it against the back-
ground of our footnotes and the qualifying statements that are set
forth in this HEW blue pamphlet dated July 20 and entitled "H.R.
I Work Incentives."3

INTLIc.IBIL1LTY FOR FOOD STAMINPS AND ELIdIBIuLITY FOR SURPLUS
COMMODITIES

Senator HANSEN. Then maybe if we could possibly pursue those
points just a bit further at this time, is there anything in IH.R. 1
making it, that would make it, mandatory that States cash out food
stamps.

Secretary RICHARDSON. Yres. For those, for the people under the
AFDC program who would be receiving benefits, that is the people'
in that family situation. Trher~e are a fewx people who are not covered
lby Hi.R. 1 at all who could continue to be eligible for food stamps
under the existing food stamp Law.

Senator 1-JANSE.N. What you are saying is that all persons who
would come under the p~urview or the provisions applying to aid to
families with dlependlent children, none of those persons would be
eligible for food stamps in any of the 50 states.

Secretary RLcHARDSON. That is correct.

1See)). 52 ff.
"Sev p. 75 ff.

3 See 1). 72ff.
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Senator H-ANSEN. Is this same situation true with commodities.
Secretary 1 TCAUARDSON. No, the H1.R. 1 does not touch the commodity

program.
Senator HANSEN. Then could that be indicated or may we have a

clarification of the possible impact that could result in a. welfare situ-
ation if a State decided to distribute and dispense surplus commiodi-
ties.

Secretary RICHAiRDSON. About a third of the counties, I believe, still
do utilize the commodities program rather than the food Stamp pro-
grm ehaerfretohis ill our footnote somewhere. Are you

sugfgesting that we show the economic value of (the food stamps) as
they, in effect, part of-

Senator HANSEN. I was trying, Mr. Secretary, to determine for my-
self, if I could, the total impact of all of these various programs and
it would occur to me that the ability to receive surplus commodities
in diminishing amounts, assuming there would be a cutoff on those,
along with other things, could beafactor in determining persons
motivation.

Secretary RICHARDSON. It could be. It is true that under the com.-
modities program, quantity stays level up to the income cutoff beyond
which the family is no longer eligible, so the result is a notch. It is
hard to figure out when you are handing out commodities. The only
way to do it otherwise would be, I suppose, to progressively reduce
the quantity of the commodity,. We have a short analysis of this
problem I would be glad to furnish you.

Senator HANSEN. That would be helpful and I appreciate it, Mr.
Secretary.

(The information follows:)

1.11 ISSUE PAPER ON SURPLUS COMMODITY PROGRAM

ISSUE

Section I02 (a) of H-.R1. 1 prohibits a PAP recipient from participating in the
Food1 Stamp Program but does not prohibit participating in surplus conmmodity
progr 'ams. This creates 'Inequities among families with similar income and rmain-
tains a significant notch and accompanying disincentives to work effect.

IN IR1

Section 3 (e) of the Food Stamp Act of 1904 is amended by adding at the end
thereof the following newv sentence. "No person who is determined to be an eli-
gible individual or eligible spouse under section 2011 (it) of the Social Security
Act, and no member of a family which is determined to be an eligible family
under section 2152 (a) of such Act, shall be considered to bie a member of a
household or an elderly person for the purposes of this Act."

DISCUSS5ION

1. Onle-third of the counties nowv sponsor surplus commodities programs. A
DOA spokesman estimated the retail value of the present combination of goods
to be $16 per person per year. Eligible families in these counties will have more
real income than persons with comparable money income in the other two-thirds
of the counties.

2. A family receives the same amount of surplus commodities from 0 income
to the cut-off income. This creates a clear notch effect with potential disincen-
tives to increased work effort.

3. Thr would be many problems if the disparity In the treatment of Food
Stamps and Surplus Commodities encourages expansion of the latter program.
Expansion of commodities to all families now receiving Food Stamps would
create disruptions in the market and iliavoive heavy distribution and storage
costs.
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4. One alternative Is to prohibit receipt of commodities by FAT? recipients but
It may be difficult to sell to Congress. Chairman Poage of the House Agricultural
Committee already advised Chairman Mills of Ways and Means that jurisdiction
over surplus commodities was not transferred along with Food Stamps. The Sen-
ate Agricultural Committee may be equally protective of the surplus commodity
program.

5. Another alternative is to define surplus commodities as part of income; this
avoids the Congressional obstacles but there Is a problem In placing a value on
the commodities: The cost to the Government runs $80 per person per year which
Is considerably less than the DOA estimate of retail value of the package. Despite
the problems, the required valuation is analogous to calculation of a national
consumer price Index and therefore of course could be done.

6. Since a county may have a food stamp or a commodity program, but not
both, our food stamp provision "cashes out" commodities as drafted, iE we pro-
hibit receipt of commodities.

POSITION

Attempt to prohibit receipt of commodities for family and adult recipients,
either In HI.R. 1 or by amending the commodity legislation. As a last resort, choose
the alternative In 5 above.

Senator I1ANS1N. One further
Mr. VENFJMxAN. Senator, may I just elaborate a little on the history

of that.
Senator HANSEN. Yes.
Mr. VENMAN. When the bill was brafore the House last year, you

will recall, when we offered an alterttive to buy out food stamps we
also applied it to commodities-that is the way we initially offered it
to Ways and Means. The Ways and Means did not include com-
modities because of jurisdictional problems as well as anything else.
Our position was we should not provide incentives to initiate another
nationwide commodity program.

MANDATORY INCREASE IN MEDICAID DEDUCTIBLE As EARNING RISE,

Senator HANSEN'. As I compared the charts that were prepared as
I understand by your. staff this year, Mr. Secretary, with some of
those we had last year it occurred to me, and I may be in error on this
but it seemed as though there may be, may have been some difference
implied, at least, by the figures in so far as the medicaid value is
concerned.

My question is, is there any difference in the medicaid figures that
were used last year and those that are incorporated in this year's
charts.

Secretary IRICHARDSON. The main difference is that for families
affected by the so-called spend-down provision we showed no dollar
value. For families below that level we showed the average payments
to a family of that size in the same way that they were shown last year.
The problem with showing the dollar amount for families above the
combined Federal benefit-State supplement payment level is the probe.
1em of giving ain actuarial value to this. The, family would benefit
from "free" medical care in that situation, as H.R. 1 is written, only
after they had spent income down to the level of the combined pay-
mnents. this is the reason why we have not been able to arrive at a
dollar equivalent and that is a difference from last year's charts be-
cause last year's bill did not contain this so-called spend-downi
provision.

Senator HANSEN. What you have said then, as I understand it, is
that the same basic rules apply insofar as medicaid goes, but it is in ati
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effort to more realistically and accurately interpret them in the impact
they would have on the welfare recipient that brings about the present
problem I amn speaking of.

Secretary RICIIARDSON. It is a little more than that, Senator Hansen.
The current bill actually includes a new section, section 209. which wa~s
added to the bill by the House committee for the purpose of eliminat-
ing the so-called medicaid notch. It does do that in a way because, as I
say, the result of it is that as your earnings go up you have to use an
increasingly large proportion of earnings for the payment of out-of-
pocket of medical care expenses before you become entitled to U-iiy
subsidy. So it does have this effect.

As I said earlier, we think there are better ways to deal with the
problem but that is an actual change in the bill as compared with last
year and so it results in a change in ch~ 4's for reasons I explained.

Senator HTAN~SEN. Did I understand d y )u to say, trying to summarize
what you said, that in an endeavor to escape the notch effect that
would result from trying graphically to portray the effect of medicaid
contributions, assuming as you said that the greater your income the
greater' percentage you are asked to contribute to medicaid-that was
left out.

Secretary RiIHAPMSON. I think I might be able to restate it this way,
Senator H-ansen. If you start out with average medicaid benefits for a
family of four, as under the Delaware chart, for example, at $460 or
under the New York chart, $910 for a family of four, under present
law so long as the family is eligible for any cash assistance payment,
it is eligible for medicaid, for all the benefits, and it doesn't matter
whether they are cash assistance amounts to $20 a month supplement-
ing earnings or whether the family has no earnings at all. They still
get the full package of bene-fits, and there is no out-of-pocket cost to
the family for that package.

Now, as the charts last year pointed out, this means that when the
family crosses the threshold of eligibility for each assistance pay-
mnents, or as the case may be in a Statethat has medicaid for the medic-
ally indigent, that level of income, they automatically lose that en-
tire benefit package at that point. So there is a disincentive to cross that
linle, at least that was the concern reflected in the chart.

We said last year one way to do that, to eliminate that problem, is
to provide that the family must pay some amount toward the cost of
these benefits once they get up to a certain level of income, and they
must pay an increasing amount for these benefits as their income goes
up. That is what we have proposed in the family health insurance
pln. The Ways and Means Committee wanted to send over to you a

bill that took care of that problem within its own four corners, with-
out waiting for the family health insurance plan, and so they wr~ote
into the bill this so-called spend-downvi provision. Under that provision,
as I said, the device used is not a contribution by the family toward the
cost of the health insurance coverage or the payment of medical benie-
fits, but instead a requirement that as family imcome goes up and the
family actually incurs medical expenses, they must absorb an increas-
ing amount of those expenses before they become eligible to have any
of the bills paid for them. That is the device in H.R. 1 and that is the
reason, therefore, why the chart this year for inedicaid. couldn't lbe
the samieas last year.

65-745-71-19
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TREATMENT OF SOCIAL SECURITY TAXES

Senator H-ANSEN. Mly final question, Mr. Chairman, Mr. Secretary,
(lid I understand you to say or to recommend that we should drop so-
cial security taxes being levied against welfare recipients.

Secretary RiciIARDSOIN. No; not exactly, Senator. I said that we
didn't think that if you purport to show the combined effect of cash
receipts and economic benefits available to la family, in other words,
if you want your chart to show both cash income and such benefits inl
kind a~s public housing and so onl, then it was fair to eliminate the social
security contribution because the dollar input, the deduction from
cash, is more than offset by the value of the benefits to which the fain-
ily is entitled because of the payments.

In other words, they are getting something for their money.
Senator HANSEN. The point you were m-aking was that while they

would not enjoy these benefits to which they are making a contribu-
tion now the time would come, say 20, 30, 40 years-

Mrl. VENEMNAN. It could even come sooner, Senator, because there are
survivorship benefits. If the father or mother should die and he or she
were paying social security they would have anl immediate benefit.

Secretary H~IARDSo-N. DIisability benefits as well. So that we say
if you are cashing out economic values, showing them in dollars onl a
chart, you should consider that the social security program also has
a, cash value, current cash value, to the family just the way any other
insurance policy does, and since. that is worth at least as much as the
dollar contribution there is a wash there and so that it is more realistic
then to eliminate that factor from the charts in order to give you a
better overall picture of the family's economic situation.

Senator HANSEN. I understand now what you were talking about. I
have no further questions, Mr. Chairman.

TRAINING WELFARE RECIPIENTS TO- BE CHIILD CARE AIDES

The CIXJAIRMVAN. While you are here, Mfr. Secretary, I would like to
ask about one more matter before we quit -until tomorrow. Under this
bill a mother is not be required to work if she has children under age
6, isn't that correct.

Secretary RICHARDSON. Yes.
Thle CHAIRNIAN. All1 righlt. Now, it would seem to inc that we should

be able to train a, lot of tllese. welfare, mothers to where they would be
very good helpers in child-care facilities. If we can establish good
child-care centers I would think that some of these mothers, partic-
ularly with some training, could be very helpf ul, and would make good
workers. We are planning to pay the prevailing wage for that kind of
work, are we not? That is not intended to be some sort of sub-miinimal.
job, is it?

Secretary RICHARDSON. No; I fully agree, Mr. Chairman, that this is
both a good' way of providing earnings at the prevailing wage for somne
mothers and a good way simultaneously of providing day care for the
children of othe r mothers, and we are certainly for this.

The CII1AIRMAN. Now, the point that impresses me about this is that
a mother has but one child, amid particularly if you offer hier a job
that pays ait least $2 an hour, let's say, inl a, child-care center, if we
assume for the sake of argument that is the samne child-care center
where her child is so that she can be available in the event that the
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chilcd trips onl the curl) or something, to take, show the child her own
lpei-sona1t attention, for that type of situation, does it make a, lot of sense
to say that merely because the child is less than 6 years old, let's say
the child is between age three and six, that that mother should not be
expected to take the job if she can qualify in other respects?

Secretary RICHARDSON. She would not be under those circumstances
required to register. Onl the other hand, though, in practice I expect
that among the younger mothers with children less than six, quite a
few of them would actually volunteer for work. A survey was made,
and brought to my attention sometime ago, in Cuyahoga County,
Ohio, in which the ratio of mothers who wanted jobs was higher
among those who had pre-school children than among those who did
not, and so there will undoubtedly be a considerable number of moth-
ers with pre-school children who will volunteer. A mother who will
have an opportunity to gain both training and child care and put her
own child in a decent clay-care center while earning $2 an hour at the
same ftme would probably want to do that, or at least enough mothers
would so there would be an ample supply. I doubt therefore that you
would have to make it a requirement to register in order to enlist
mothers for that kind of job.

The CHAIRMAN. Well, there is the other side of the coin. Isn't it a
better Federal investment, to make child care available to the mothers
of one child first and intend it only when we have taken care of those
mothers who would like to work and who have one child?

In other words, if you take a mother who has four children, it is not
ais efficient an investment of Federal money as if you have four mothers
available for an employment opportunity, each one of which have
one child.V

So if you are thinking about it from where you get the most mileage
for the Government, it is the most efficient expenditure where you are
making the child care available with the mother for a smaller number
of children. IDoesn't that make sense?

Secretary RiCHARDSON. I see what you are driving at, Mr. Chairman.
But I think the point canl be dealt with on the basis of priorities for
day-care opportunities without necessarily chianging the work regis-
tration requirement itself. I think it will turn out n fact that mothers
of one or two children, both preschool, will be at the same time the
mothers most anxious to and often best qualified for the kind of day-
care center job that you refer to.

The CHAIRMiAN. Well, Mr. Secretary, I appreciate what you have
said here today. I will submit to you a suggestion or two as to other
ways you might do this. Generally speaking, as you know, my thoughts
are that it makes better sense to provide jobs and say "you are not
eligible for welfare as long as that job is available." I will submit to
you one or two suggestions of other ways you might do it and would
you be kind. enoughK to ask your people to figure up the cost estimate
of what it would take?

Secretary RICHARDSON. We'll be glad to do that.
The CHAIRMAN. Thank you very much. We will meet at 10 o'clock

tomorrow morning.
(Whereupon, at 6 :20 p.m., the committee was adjourned, to recon-

vene at 10 a.m., Tuesday, August 3,1971.)
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SOCIAL SECURITY AMENDMENTS OF 1971

TUESDAY, AUGUST 3, 1971

U.S. SENATE,
CoMmE ON FiNAwNE,

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

New Senate Office Building, Senator Clinton P. Anderson presiding.
Present: Senators Long, Anderson, Talmadge, Hartke, Byrd of

Virginia, Nelson, Bennett, Curtis, Jordan, Fannin, and Hansen.
Also present : Thomas Vail, chief counsel.
Senator ANDERSON. The committee will come to order.
Senator Byrd, you are next.
Senator BYRD. Thank you, Mr. Chairman.
Mr. Secretary, before we get started I might say when I left my

apartment this morning my wife said "I hope you and Elliot Richard-
son get along well."

She said "he is so handsome and so charming." I said "I certainly
agree with that, and very, very smart, too."

She said, "well, I hope he doesn't hold it against you because you
are not a Republican, and you don't call yourself Republican."

I said "I don't think he does."
But what she had in mind was we have a Republican' Governor

who last year said that he thought I had a fine record in the Senate,
making a fine Senator, but unless I -call myself a Republican he was
going to eliminate me from the Senate. That has put me in sort of a
tough position to have the Governor of my own State say that.

But it worked out all right, and the Democratic nominee called me
a Republican in every speech he made, and he made three or four a day,
hie was very articulate, I never mentioned his name so I can't remember
it this morning, but in every speech he made he called me the Repub-
lican from Winchester, Winchester being my home town, so I am not
adverse at all to sound Republican philosophy.

As a matter of fact, I have sort of liked what in the past has been
fiscal responsibility which the Republican party stood for. I don't
know whether now we should use the past tense or the present tense,
but we will get down to several questions I would like to ask.

STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY JOHN
G. VENEMAN, UNDER SECRETARY; ROBERT M. BALL, COMMVIS-
SIONER, SOCIAL SECURITY ADMINISTRATION; HOWARD NEW-
MAN, COMMISSIONER, MEDICAL SERVICES ADMINISTRATION;
STEPHEN KURZMAN, ASSISTANT SECRETARY (LEGISLATION);
AN]) JAMES B. CARDWELL, ASSISTANT SECRETARY, COMPTROL-
LER-Resumed

Secretary RiCHARDSON. Please assure your wife on my behalf,
Senator Byrd, that I feel that our colloquies have always been. con-
structive, and to the point, and illuminating to the record, and I
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certainly enjoy the opportunity to try to supply as well as I can
answers to any questions you may raise.

Senator BYRD. Thank you, sir.

TOTAL COST OF WELFARE UNDER H.R. 1 AND PRESENT LAW

So that We may fully understand one another, I want to repeat a
qetion Which I put to you yesterday, and your reply. Now the ques-
tio its this. Assuming H. f. 1 is enacted into law by the present

Congress, what Will be the total cost of the welfare program, that is
the Federal share for fiscal year 1973. You replied giving the figure of
$14.9 billion, plus $4.5 billion for medicaid. These are tr1e correct fig,-t
ures; are they not?

Secretary R1CHtAtDSON. Yes.
Senator BYRD. Now let's take the figure of $14.9 billion for fiscal

1973. Is it correct that H.R~. 1 Would he effective for only hialf of that
fiscal year.

.Secretary RI10tA1RDsoN. The provisions for the coverage of the work-
Ing por would be effective for only half of the fiscal year. The rest of
the programs would be effective for the full fiscal year.

senator BYRD. Well now that being the cflse, if all of the provisions
of H.iR. 1 should operate fot' the full fiscal year 1971, the total cost, I
assume, would be greater than the $14.9 billion; is that coh'ect?

Secretary RICHARDSON. Yes. The cost would be $600 million more
had the same pro-visions been in effect fo~p thevwhole year.*

Senator BYRD. Now, what will be the total cost of the welfare pro-
gram, that is the Fedei'al share for fiscal 1972, the ceirret year, under
the current program?

Secretary RICHARiDSON. About $11 billion, Senator Byrd.
By the way, I would likb the record to show, Mr. Chairman, that

seated with me at the witness table is the Assistant Secretary, Comp-
tr'oller of HEW, Mr. James Bruce Cardwell. I asked him to come up
today because he is the most familiar with budgetary data of the IDe-
partment, and so that some questions that I might not be able to answer
could be answered immediately.

Senator BYRD. That is fine.
You say the total cost for fiscal 1072 unfder the cutrent program will

be how muCh more?
Secretary RiCHARDSON. About $11 billion, is that correct?
Mr. CARDWELL. Yes, sir. The $11 billion figure is the figure that is

represented in the President's budget as submitted to Congress last
January.

A i~view of the projected costs for the program in 1972 that was
made in May would raise that figure by about $1 billion. It could range
as high as $12 billion by the time all of the final reports are in, but the
budget that was presented to Congress for fiscal year 1972 calls for $11
bill 1in and $79 million.

Secretary RICHARDSON. However, may I point out further, Senat or
Byrd, that to make that figure comparable to the $14.9 billion it would

*The Department %ubsequehtly Informed the committee that the $06 mtlli6fi figure (Iovs
not Include a food-stamp offset of $300 million, so that the net hIcrdase would be $300
million.
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be hi cessatry to add $2.4 billion for food stamps since HI.R. 1 would sup-
plant food stamps with cash. The cash total for the substitution of
food stamps is included in the $14.9 billion. The $11 billion obviously
does not include the Federal cost of food stamps in their present form
under the program administered by the Department of Agriculture.
So to get a comparable figure you would need to add the $2.4 billion
to the $11 billion, which would bring you to $13.4 billion.

Senator BYRD. Are not the food stam-ps included in the $11 billion?
Secretary RicimRDS6N. No, that is niot ain HE W program; it is not

considered part of our welfare. 9i-ministration as such. There is also
another amount for IN training, which is adinistered by the
Department of Labor, and which would be absorbed into IH.R. 1,
but is not included in the $11 billion total either. It is on the order
of $75 to $100 million.

Senator BYRD. I believe this is going to take a little longer than I
had anticipated.

The table in the committee print, W1elfare, Programs for Families
under the Current Law, hias $2.4 billion for food stamps. Uindler
H-.R. 1 it has $1 billion for food stamps.*

Mir. VENEMAN. Could you repeat that, Senator.
Senator Byin). Yes, it is on page 1,5) if you want to look at it, Wel-

fare programs for families dated July 21, 1971. Under the current
law it has a figure of $2.4 billion for food stamps.

Secretary RICHA~RDSON. Yes. That is the figure I said would have
to be added to the $11 billion to make the total under current law
in the current fiscal year comparable to the total for 1I.11. 1.

Senator BYRD. In reply to my question what will be the total cost
of the welfare program, that is the Federal share; for the current
fiscal year you gave a total of $11 billion plus $2 billion for food stamj)s
cash out.

Secretary RicHlARDsON. I think, Senator Byrd, the $11 billion total
you are looking on page 15, chart, 7, did include medicaid.

Senator BYRD. But your $14.9 billion did not include mi-edicaid.
Secretary RICHARDSON. Well, can we get established that the current

law minus medicaid
Senator BYRD. That was going to be my next question as to what

will be the medicaid costs for fiscal 1972.
Secretary RicihARDSON. $3,384,000,000.
Senator B1YRD. $3.3 billion.
Secretary RICHARDSON. Almost $3.4 billion; it is $3.384 billion,

rounded off, $3.4 billion.
Senator B3YRD. I have gotten three different figures here. What are

the final figures?
Secretary RICHARDSON. F or medicaid for fiscal 1972 the total is

$3.384 billion. Let me give you, Senator, the totals for fiscal year 1972:
for income matinteftance $6.604 billion; for medicaid $3.384 billion; For
social services, in matching b y the Federal Government of State ex-
penditures $1.091 billion, which produces the total of $11.079 billion,

**See opp. C, p. 433.
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the total Mr. Cardwell gave you for Federal expenditures for the wel-
fare program, including Medicaid, in fiscal 1972.

Senator BYRD. Now we have got it.
Secretary RICHIARDSON. In some respects the totals shown on chart

7 are not comparable. In the first place Medicaid is not included. In
the second place there is no figure for social services.

Senator BYRD. You see my whole purpose is trying to get compara-
ble figures.

Secretary RICHARDSON. I understand.
Senator BYRD. Now we are making a little progress here, I think.

Let me restate it. The total cost of the welfare program which you gave
me when I queried you in regard to 1973 you put the total cost at
$14.9 billion, and then you gave a separate cost for Medicaid of $4.5
billion.

Secretary RICHARDSON. Well, I would like to make one clarifying
point, Senator. The total I gave you for fiscal 1973, $14.9 billion, is
the total cost under II.R. 1.

Senator BYRD. That is correct.
Secretary RiCHARDsoNv. This includes a number of other expendi-

tures, as you will see on chart 7.
Senator BYRD. I understand.
Secretary RICHARDSON. Some of these other expenses are not in-

cluded in the H-EW budget for fiscal year 1972 we have been
discussing.

Senator BYRD. I understand.
Secr-etary RIHARDSON. This is true of expenditures for child care,

training, public service jobs, social services, and administration.
Senator BYRD. I understand. I want to get the total cost of the we]-

fare program, leaving out Medicaid, total cost of the welfare program
for fiscal 1972 under the current program, as I get that I understand
that figure to be $9.6 billion.

Secretary RirnIARDSON. I am not sure I understand what the-
Senator BYRD. Well, you give the figure now, you give me what the

total cost, leaving out Medicaid, is.
Secretary RICHARDSON. If you add together maintenance payments

and services you get $7 billion plus.
Senator BYRDzi. All right.
The total cost then is $7 billion what.
Secretary RTCHARDSO-,. You get $7.7 billion; $7,695 million.
,Senator BYRD). Or ,7.7 billion.
Secretary RwnAi~RDsoN,. Yes.
Senator BYRD. Is that the total cost, that is the Federal share for

fiscal 1.972 under the current program exclusive of Medicaid?
Secretary RICHARDSON. Exclusive of Medicaid and food stamps.
Senator BYRD. And food stamps, amount to how much?
Secretary RICHARDSON. About $2.4 billion. The only food stamp

figure I ha~ve is the 1973 figure of $2.4 billion. I am corrected, we do
have a figure for fiscal 1972. It is $2.3 billion.

Senator BYRD. $2.8 billion. That makes a total then of $10 billion,
plus $3.4 billion for Medicaid; is that correct?

Secretary RICHARDSON. Yes.
Senator BYRD. Now we are ready to proceed to the next question.
Secretary RICHARDSON. Yes, sir.
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Senator BYRD. So we have established the costs for fiscal 1972 at
$10 billion for welfare plus $3.4 billion for medicaid.

Secretary RICH-ARDSON. Yes.
,Senator BYRDn. I assume you have begun working on the 1973 budget;

have you not?
Secretary RICHARDSON. Just beginning.
Senator BYRD. Are you basing the budget on the enactment of

H.R.1I?
Secretary RICHARDsO.N. We will have to show in the budget, as we

did in 1972, the cost of beginning the administration of H.R. 1;
yes. I am not sure at this point whether we will also show alternative
projections under current law.

Senator BYRD. All right.

TOTrALBuDo1v POR DEPARTMENT

Now yesterday I asked for certain figures which you very kindly
supplied.* Now I need to get an understanding of these figures. The
total HEW budget in response to a question from me yesterday, you
put the total HEW with budget for fiscal year 1972 at $77 billion.

Secretary RICIhARDsON. Yes.
Senator BYRD. The figure on the sheet of paper supplied to me gives

at $75.7 billion, a difference of a little over a billion dollars. Which
is the accurate figure?

Secretary RiciuARDSON. $75.7 billion is the budget as submitted by
the President. He has already signed the education appropriation.-
bill which was about $500 million over the budget. The Senate passed
unanimously a few days ago a health and welfare appropriations biP
of more than a billion dollars over the budget which would be a billion
and a half. I am not assuming,, I might say at the moment, that the
health and welfare appropriations bill will become law in that amount.
but in order to give you an immediate answer to the order of magni-
tude of our appropriations for fiscal year 1972 1 made a guess at what
the ultimate increases might be.

Senator Bi'i. So the $77 billion figure should be used rather than
the $75.7 billion.

Secretary RICHARDSON. Yes.
Senator BYRD. Now you give a social security figure or you, gave

yesterday a social security figure including medicare of $45 billion,
and now this sheet shows $53 billion.

Secretary RICIIARDSON. I think the $45 billion figure was given to
you in answer to a question as to the total for the current fiscal year.

Senator BYRD. Well, that is what I am speaking of the current
fiscal year, fiscal 1972.

Secretary RICHARDSON. I am sorry, I meant fiscal 1971.
The $53 billion figure. is the total for 1972.
Senator BYRD,. Vhe $53 billion is the correct figure for 1972 and not

the $45 billion?
Secretary RICHlARDSON. Yes.
Senator BYRD. Now for fiscal 1971 you gave me yesterday a figure

of $70 billion, but this sheet shows $66.6 billion.

*See page 249.
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Secretary RICHARDSON. I was off to that extent. I didn't-
Senator B3YRD. $66.6, is the correct figure; is it?
Secretary RICHARDSON. Yes.
Senator BYRD. $66.6 billion.
Now, yesterday. you gave me the figure for fiscal 1971 for social

security and medicare of $40 billion. The sheet shows $47.5 billion.
Now, which is the correct figure?

Secretary RICHARDSON. $47.5 is correct.
Senator BYRD. In regard to the-and I am referrignwt h

sheet which you submitted in response to my inquiry-social security
budget is the wording on the sheet.

Secretary RICHARDSON. Yes.
Senator BYRD. Of those figures, what part of those figures repre-

sents benefit. payments to individuals?
Secretary RICHARDSON. Well, practically, all except for the adminis-

trative costs, which are about 2.5 percent, about a billion dollars out
of the total of $53 billion.

Senator BYRD. I see, soprcialalreesnsay ntote
individuals., prcialalrersnspy ntoth

Secretary RICHARDSON. Yes.

Disci1rn,,i-cy IN DEPARTMNENT FirLrLoyMEi,,NT Fiotunls

Senator BYRD. I notice in regard to the number of employees, you
have been able to make a, reduction in the number of employees, and
I certainly want to commend you and your associates for that but in
what area were tho reductions made mostly?

Secretary RICHARDSON. I would like to'ask Mr. Cardwell to respond
to that.

Mr. CARIDWELL. I would like to clarify those figures, Senator Byrd.
I assume you are referring to the 117,000 figure shown for fiscal

year 1968.
Senator BRD. That is right.
Mr. CARDWELL. Contrasted with the 102,000 shown for fiscal year

1972.
Senator BYRD. Yes.
Mr. CARDWELL,. The 117,000 represents the total number of positions

that our department was authorized to employ for fiscal year 1968.
Actual employment, though, has been running behind authorized
strength as the result of a presidential policy, which began at the close
of the last admininist ration aind has carried into this administration,
which has attempted to hold end-of-year employuiient; 102,000 repre-
sents actulal end-of-year employment projected for this fiscal year.

The difference would show uip in just about every part of the de-
partment, ranging from the Social Security Administration, the larg-
est employer in the department.

Senator BYRD. Are we talking about apples and oranges here?
Mr. CARDWELL. A little bit, I am afraid.
Senator BYRD. That is, the whole purpose of this discussion is, to

try to get the apples separated from the oranges. If we are not dealing
with comparable figures they are not very meaningful.
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Mr. CARDWELL. The figure apparently was compiled by reviewing
the past budgets, and that is what the budgets actually showed. I
Would be glad to give you a comparable end of year actual employ-
ment figure year in, year out and that would be a better figure for
comprs .

Seator BYRID. I think it would, because if we are using two different
criteria we don't come uip with very meaningful answers.

MNr. CARDWELL. Yes, sir.
Secretary RicHxARDSON. Can you tell from this what years do show

the actual end of year total?
Mr. CARDWELL. Just looking at the totals the fiscal year 1971 figure

is end of year, and I think th~e fiscal year 1970 figure is end of year.
I am not sure about fiscal year 1969 and earlier. I would have to
doublecheck them.

Senator BYRD. Well, anyway, you will endeavor to get them the
number of employees.

Mr. CARDWELJ. The number of employees actually on the rolls as of
the end of the fiscal year in question, I think, is the best figure to use.

Senator BYRD. Yes; that would be fine if you would do that.
(The information follows:)

TOTAL FULL-TIME PERMANENT EMPLOYMENT, END OF YEAR

Fiscal year Total, HEW Total, SSA

1962- ------------------------------------------------------------------ 72.128 34,539
1963------------------ ------- ------- ------ ----------------------------- 76,264 35,465
1964 ---------------------------------------------------------. 79,545 36,675
1965--------------------------------------------------------............ 81,324 36,575
1966 ------------ ---------------------------------------- --------------- 91 ,921 44,635
1967---------------------- ---------------------------------------------- 104,092 48,246
1968-------------------------------------------------------------------- 102,102 54,197
1969-------------------------- ----- --- ----------------- ------------ 102,438 51,107
1970 ----- ------------- ------------- ------- ---------------- 106,492 50,395
1971 estimated----------- ----- ------------- ----------------------- ------ 163, 9 7 52, 601
1972 estimated------------------------------------------------------------1011, 189 52, 847

Senator BYRD. Did you, in fact, reduce the number of employees
or juist not fill the vacancy.

Mir. CARDWELL. The latter.
Senator BYRD. In other words, you didn't go to the full authorized

strength.
Mr-. CARDWELL. That is right, sir.
Senator BYRD. But actually you did not reduce the number of

employees.
M\i1. CARDWELL. E ssentially that is correct, sir. There may be a few

isolated instances wher-e this policy forced reduction but as a gener-al
proposition, you arc right.

INCREASE I.N NurIwnE 01' i)'\rr'NrE P YE N4J:3:D To
ADMIISTR I.R. 1

Senator TALMNADGE. Will the Senator from Virginia yield at that
point. Do I understand the answer to be that if H.R. 1 is passed you
will r-educe your Federal employees handling this act.

Mr11. CARDWELL. No, sir; definitely not.
Senator TALMADGE. There would be a substantial increase.
Mr. CARDWELL. Yes, sir.
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STATUS OF STATE WELFATIE PERSONNEL IF H1.R. 1 WERE ENACTED

Senator TALMADGE.' Does that also contemplate taking all of the
State personnel that elect Federal administration into the Department
of HEW.

Secretary 1hCHARDSON. Let me respond to that, Senator Talmadge.
We have been working for quite a long time, since before last year's
hearings, on trying to work out with State welfare departments, with
their eniployee'representatives and with the U.S. Civil Service Com-
mission, the terms and conditions under which State employees would
be transferred to the administration of eligibility and income main-
tenance payments under this proposed program.

It is expected that the State employees who have had experience,
with the lpaylflCnts side of welfare administration wo1ul1d, in most in-
stancees, be offered jobs in the newv Federal p)Iogram.,This wold not be
at "1ua11anteed offer because we believe that wve can admiinisf er this pro-
gram, notwithstanding the larger numbers of people r'ecei ving pay-
ments, with a smaller total number of employees than are presently
engaged in the State and local welfare departments in handling pay-
ments and eligibility determinations.

The approximate number of the State and local] people doing this
now in the case of AFDC is 70,000. An additional number, handles the
adult categories.

We think that as a result of the use of automated technological
means of handling the relevant data, and so on, that we can adimin-
ister the program with somewhat fewer employees.

Senator TALMADGE.. H-ow many less?
Secretaryv RiCHAimDSON. I have here a short statement which I could

insert on these total numbers from Mr. Montgomery, the director of
welfare reform planning.

(The statement follows:)

NUMBER OF EMPLOYEs REQUIRED FOR INCOME MAINTENANCE (FAMILIES)
UNDER IH.R. 1

PURPOSE

This relates estimated personnel requirements for administering Income mnain-
tenance for families under H-.R. 1, to the present and projected personnel r'e-
quired for State and local Income maintenance administration of the present
AFDC program.

TEXT OF THlE INFORMATION

As far as can be determined from existing State data approximately 70,000
State/local employees are required for the Income maintenance functions of
AF DC caseload with an additional 10,000 Involved In assistance payments to the
adult categories. We presently estimate that some 65,000 employees will be re-
(uired for the family Iportions of H.R. 1; the requirements of SSA for the greatly
increased adult rolls are, of course, In addition to this, Were it not for Increased
efficiency and economies of scale we hope to achieve, our estimated requirement
would be much higher.

The States are estimating about a 40 percent Increase In the AFDC caseloads
between fiscal year 1971 and 1973. As there is a close relationship between case-
loads and the number of employees in Income maintenance, by the end of 1973 the
States would quite likely require nearly 100,000 employees to administer AFDC
under existing legislation. The Federal agency under H.R. 1, will, of course, have
the new workload of the working poor In addition.

Secretary RICHrARDSON. Would you like any further information
(in it,?
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Senator TA L-.MADOE. flowv many of the 70,000 State employees would
you assume would become Federal employees if the State elects to
have Federal administration. I assume most of them would. It would
saive their cost of administration.

Secretary icriiwso.N. I didn't have a moment ago when I was all-
swering the question earlier the number of State employees involved
in assistance payments in the adult categories. Trlis is another 10,000,
so that the total of State and local employees involved in
assistance payments is about 80,000. We presently estimate that some
65,000 employees will be required for the family portion of iI.R. 1. We
don't have anl estimate for the adult category but one might, suppose
it was also somewhat less than the current S tate, total because of the
opportunity for increased efficiencies and economies of. scale. This is
notwithstanding that the States are estimating about at 40 percent in-
crease, in the AFD)C caseloads between fiscal year 1971 and fiscal year
1973. As there is a close relationship between caseloads and the iimmi-
bell of employees in income maintenance, by the end of 1973 the States
willI quite likely require nearly 100,000 employees to administer AFD)C
under existing legislation. The Federal agency under H-.R. 1 will, of
course have the new work load of the working poor in addition. So we
anticipate that we would be able to administer H.R. 1 with under 75,000
Federal employees, which represents about three quarters of the pro-
jected total under current law of a hundred thousand State and local.

Senator TALMADGE. Then you would estimate about 25,000 State
employees would lose their job under this transition.

Secretary RICHARDSON. Some of them might be absorbed by the
State in the process of administering the services responsibilities they
now have which could be expected in the ordinary course also to ex-
panid somewhat in the meanwhile. But I don't have any projections of
just how that would work out.

Senator TALMADGE. I thank the Senator from Virginia for yielding.
Senator BYRD. I thank the Senator.

AA1IiSLEAI)TNG EMP111OYMENl NT FiV lims

Mr'. Secretary, it seems to me that this dramatizes the importance of
these meetings.. It. takes your time and it takes the committee's time
but I think it is important because this chart you submitted to me
would indicate that there had been a reduction of some 15,000
employees when the testimony has been there has been no reduction of
the number of employees.

Secretary RiITARDsoN. There has been a reduction, Senator Byrd.
The reduction is somewhat less dramatic than it looks because it turns
out that the 117,000 figure is not entirely comparable with the 102,000.

Senator BYRD. We are not even sure the other figures are compar-
able.

Secretary RiITuARDSoN. But if you take the 3 years of this adminis-
tration starting with 1970, and the 108,000 year end figure, Mr. Card-
well thinks that these three figures are comparable, so you do see a
reduction of 6,000 in those 3 years.

Senator BYRD. I have already complimented you on it and I certain-
ly am not going to withdraw the compliment, but I do think it is
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imlportanlt we have the figures accurate which are submitted to the
committee and on a comparable basis.

Secretary iIICILAIDSON. You are quite right. I am sorry that they are
not but they will be.

Senattor ByRD. That is all right. I understand then, I will discard
all of these figures in regard to H-EW employees and you will submit
new figures in that regard.

Secretary RICHIARDSON. Yes.
Senator BYRD. Thanjjk you.

I1EW BUDGiET

Let me get an understanding of this budgetary situation.
Take the fiscal year 1972. Onl this sheet your total HEW budget is

$77 billion and your social security will be $5;3 billion so that leaves a
difference of $24 billion.

Secretary RICHIARDSON. Yes.
Senator IByitD. Now that $24 billion represents all of the other ex-

penditures of the department; is that correct ?
Secretary RiciHARDSON. Yes, including the total amount of federal

share of welfare payments which turned out to be $11 billion including
medicaid. So if you take the $11 billion of the $24 billion you havLe
$13 billion for allother HEW f unctions.

Senator Byiti. Now, th,'s figure I am going to mention in al n1IIOent
I amn taking from neniory anld 1 may be in error onl it, one of thle mcmii-
bers of the, appropriations committee, I understood him to say that thle
HIEW budget, leaving out social security now, was $21 billion )I Js $7
billIion for educat ion or would education be included in that $2 1 billioii.

Secretary RICHmARDSON. Yes. .Just to restate what I said at momlenit
ago, if you start out with $77 billion, if you take out $53 billion, as the
.social security budget-, that leaves $24 billion. If you subtract $11 bil-
lion for welfare including medicaid, from the $24 billion you get $13
billion, and the $13 billion includes everything else, and educatioii is
one of the things included.

Senator Ihiw. Well now, with a $77 billion budget that would mean
that your. department would have the largest budget of anuy dlepart-
nient of Government, including- Defenise, would it not?

Secretary RiciIAIIIsoN. Yes.

TOTrAL WELFARE COSTS IN PRIOR Y EARIS

Senator Byit). Le~ get downi to another question that I asked lmd I
refer to the sheet presented to me, and I asked for the total wel far-
costs, which is to say the iFederal share of the welfare programs, begin-
niiior in fiscal year 1962.

1fwthe sheet that was supplied me, it says Federal cost of mainite-
miance payments including medical assistance. Is that the total cost of
welfare?

Secretary RicIIARDSON. I am sorry, the bottom line of the sheet you
were looking at is captioned Federal costs of maintenance p~aymenlts,
including niedlical assistance.

Senator BYRD. Right.
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Secretary RicHARDsoN. The reason that shows as $10 billion ini fiscal
197'2 is that the total does not include the social services figure we gave
you earlier of a billion dollarss.

Senator BYRD. There again, Mr. Secretary, I have been trying to
stress the word totali" beginning yesterday. I think every statement
I made I saidl total costs. 1 amn anxious to knjowv whether this $2.4 bil-
lioii-go back to 1962, just as a starting point, I amn anxious to know
whether $2.4 billion-is the total cost, the total cost, of welfare, in-
cluding since you have got it this way, I (lidut have it, but since you
have, got it this waty, including le(lical assist dance.

Secr-etary RWi[iARDSON. It is,' as the cap~tioni shows, the total Federal
share of payments to individuals, plus the total Federal share, of
medicaid.

Senator Bvjim. Is that the total cost?
Secretary RIcIIimDsoN. It (loes not icludle social services aind to give

you the total Federal share of all welfare expenditures it would have
to add social services.

Senator Bx'iw. Well, what wve aire trying to (d0 is to get the total c ost:
of the program, but this doesn't give it to us.

Secretary RICHIARDSON. Well, let's add that. 'We simply misunder-
stood the question in responding to you-

Senator BYRD. Yes.
Secretary RICHARDSON. We can give you that in a substituted formn.

But to give you some idea of the order of magnitude involved this
would require the addition of a billion dollars to the last figure of
$10 billion, so if you figure a 10-percent add-on all the way across
the bottom you would get about the order of magniitude lbut we will
give you the exact figures.

Senator BYRD. I am sure it was my fault for not miakinig myself
clear but I think if I can make it clear what I would like to ge t a re
the totals, not totals minus this, totals minus something else, totals
minus something else. I would like to get the total figure.

I can't com-prehend all of these other figures. I amn not as smart
as some other people.

Secretary RICHARDSON. 'Well, I think it has been useful in pointing
out the problem inherent in determing exactly what is intended to
be covered. There are-would you like also to see another line showing
food stamps?

Senator B-i-m. I just want the total costs of the program.
Secretary RiCHARDSON. Well, that isn't of course under "tepro

gram." Food stomps are not administered by HEW.
On the other hand, in order to determine to comparable costs of the

welfare reform bill it is necessary to include food stamps because 1.R.
1 would eliminate food stamps for the people covered, and so, there-
fore, in order to get a reail comparison it would be necessary to Include
food stamps, and it would also be necessary to include the cost of the
Labor Department of administering the WIN program, which is
currently around $100 million. Only after these addl-ons do you really
get comparable figures. However, the latter two, the food stamps and
the Labor Department expenditures for WIN, are not part of the
"6welfatre program," reimbursed by I-EW under the Social Security
Act.
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Senator BYRD. Well, if you want to put the food stamps separate
that is all right but what I am anxious to get is how much it is
costing the taxpayers in each of these years for welfare.

Secretary RiInAnDSON. I understand. We wvili add in the Federal
funds for the matching of social services and administration and in-
clude that in the-

Senator BYRD. I will discard-
Secretary IRICHIARDSON. We have another sheet here, Senator, also

prepared yesterday.
Senator BYRD. Am I to understand then that I should discard the

table I now have?
Secretary RICHARDSON. We do have a sheet here which does show

medicaid and social services for all of these years, 1962 through 1972
and the totals are for 1962 $2,402 million; not for all of the years, the
next year is 1965, $3,189 million; 1967, $4,170 million.

Senator BYRD. I think that is the same as I have got here. But as I
understand it those figures need to be discarded, do they, or are they
the accurate figures.

Secretary RIChIARnsoN. These are the accurate figures.
Senator BYRD. All right. Those are the figures to answer my

question.
Secretary RiIHARDSON. The last several, these figures answer your

question; 1967 on it omnits some years.
Senator BYRD. Let me read you what I have got and you can verify

whether they answer my question for the total cost of welfare; 1962,
$2.4 billion, I am rounding them off; 1963, $2.6 billion; 1964, $2.8 bil-
lion; 1965, $3 billion; 1966, $3.5 billion; 1967, $4.2 billion; 1968, $5.1
billion; 1969, $6 billion; 1970, $6.6 billion; 1971, $8.4 billion; 1972, $10
billion.

Secretary RiCHAuRSON. There are several of those, the latter years,
do not include services.

Senator BYRD. Well, would you submit me another statement, if you
will, would that be the simplest way to do it?

Secretary RiIIARDSON. Yes.
Senator BYR. Submit me another statement as to what the accurate

figures are. I have no idea what the accurate figures are. I am just ask-
igfor information.

Screar RThRsN understand. Just to give ytr iiADONou some figures,
for the moment, the figures for 1970, 1971, and 1972, with the addition
of services the total for 1970 is $7.5 billion; for 1971, $9.7 billion; for.
1972, $11.1 billion.

Senator BYRD). As I understand then you will submit me a revised
statement?

Secretary RICHARDSON. Yes.
(The information follows:)



FEDERAL COSTS

li millions of doltarsi

1971 1972
1962 1963 1964 1965 1966 1967 1968 1959 1970 estimate estimate

Maintenance assistance:
1. OAA------------------------.....-------1,208.4 1,297,2 1,320.2 1,313.8 1,075.0 1,107.0 1,137.2 1,173.7 1,321.1 1,509.4 1, 666. 0
2. AB--------------------------.......------43.7 45.5 46.6 47.0 46.0 48.3 51.7 52.0 56.3 62.6 65.4
3. APTO--------------------------------.... 181.9 217.5 252.3 292.3 299.5 331.7 366.6 427. 1 517.2 659. 2 794.0
4. AFDC--------------------------------.... 770.9 827.0 884.4 958.8 1,014.8 1,140.0 1,394.'8 1,714.2 2,163.4 3,002.1 3,718.9
5. Emergency aosistooce ..................................................................... ........... ........ ...... 2.6 5.9 10.2 12. 3

Subtotal ............................. 2,204.9 2,387.2 2,503.5 2,611.9 2,435.3 2,627.0 2,950.3 3,369.6 4,063.9 5,243.5 6,256.6

Social services administration and training.............157.8 184.6 230.0 276.1 331.0 319.2 462.5 611.7 840.6 1 1,232.7 1.21,326.7
Repatriated U.S. nationals........................ 0.5 0.4 0.4 0.4 0.4 0.5 0.5 0.6 0.5 0.8 0.8
Coba n refugees

3
.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

38.3 56.1 46.0 32.5 35.8 45.6 55.2 70.6 87.4 111.2 144 0
MedicsaIa snistance 4.......... .................... 102.7 157.1 209.9 290.4 786.1 1,180.6 1,832.2 2,275.5 2,638.0 3,220. 1 3, 827: 6
Work Incentive program:

1. Tra ning'I........................................... .............. ............................................... '633.2 82.9 126.2 198.9
2. Child care.......................................................................................... ........ ... '4.2 18.4 40.6 78.0

Food stamps'
6
I .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
14. 1 20.4 30.5 35.1 70.1 116.3. 185.5 251.0 579.5 1,416.2 1,996.4

Surplus commodities:
1. Value of commodities distributed (needy

families).............................. 226.9 204.4 191.1 226.9 134. 1 101. 1 124.0 224.9 289.4 225.7 351.3
2. Administration' ............................................. ............................................. ... ................... 4.3 3.6

Total .................................. 2,745.2 3,010.2 3,211.4 3,473.3 3,792.8 4,460.3 5,610.2 6,841.3 8,600.6 11,621.3 14,183.9

I Includes child welfare services. I Essentially medical ass stance for the aged until enactment of 1966 amendments authorizing
IBadget esfinmate assumed psaeof 110 percent limitation and net savings of $110,600,000 m edicaid. In 1966, and each year thereafter, data Is for medicaid programs. Data Includes costs o1

May97 esiae niathata$231,909,000 will be needed In addition to budget estimate, admilnistering programs.
1 6 700 000 for the services administration snd training activity. Based on May, 1971 estimates, slot yesr of operation.

un ddiiou'at $888,000,000 will be needed for categories 1-5Sot mainte nance assistance, 5Data supplied hy Deportment of Agriculture.
' Includes costs of administering program. 'Costs for admin stratIon of this program cold not be Isolated until 1971.
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E~nNNOMLLMI'VlATION 1INDI)E SOCIAL SliU'rvY

Senator 13iim. Mr. Secretary, when it comes to requiring people un-
der welfare to work. I note that the social security lawv is designed to
discourage people from working.

If they earn more than $1,680 at year their social security check is
i'educed.*I-ow can I tell at social security recipient wvlo watuis to work
that hie can't whiile at the same tulne, we are trying to tell a welfare
recipient that hle must.

Secretary RICHARDSON. Tr1le is at provision in the bill which does
pr1ovi de two changes that provide more enlcou rage ment and opportu-
nity for work for social security benieficiatries. The $1,680 has been in-
creased to $2,000.

Senator Bynn). Well, substitute the $2,000 for the statement I mna'le
a moment ago and how do we justify that.

Secretary RICHARDnSON. Beyond that, though, the benefits are re-
duced tinder current law by $1 for each $2 of earnings between $1,680
and $2,880. For ainy earnings above $2,800 the benefits are reduced do]-
lar for dollar.

Under the bill there would be a $1 reduction for each $2 of aill earn-
ings above $2,000. There would be $1 for $1 reduction ats under lpresent
law.

Also in the year in which a person attains age 72 his earnings in and
atf ter the month in which hie attains 72 would not be included ats under
present law in determining his total earnings for the year.

Senator BYRD. I think the charts yesterday labeled Wilmington,
(Ihicago, and New York and under the questien of the Seuiator from
Nebraska, Mr. Curtis, and the Senator from Louisiana, Mr. Long,
pretty well establishedl there is very little, if any work incentive in--
volved in this.

Let's get off the work incentive and let inc ask you this. D)o you
favor takinir off thle ceilings of $2,000 ats to whiat, peCople cani eariu unier
social security?

Secretary RICIHARDsON. No; I do not favor taking the ceilig off, that
is eliminating the retirement test altogether. In other words, T think
the bill is on sound ground.

Senator B)Lnin. Here is a man or woman who wants to work, they are
drawing social security but they want to work, but the new law say&--
the p resent law says you cannot earn more than $1,680, the new law
would say-which you recommend you cannot earn more than $2,000.

Secretary RICHAnIISON. Without some loss of benefits but they only
lose 50 cents of benefits for a dollar earned so that they can keep, in
effect, half of their earnings, which is a more favorable "tax rate" than
would be provided for people under the welfare reform program itself.

Senator BymJ). If you put it on a tax rate basis, it is 50-percent taxes.
Secretary RiCHARDsON. Yes; but it is a hundred percent tax under

current law for any earnings over $2,880.
IH.R. 1 provides a 50-percent tax for any earnings over $2,000.
Senator ByiwD. B~ut you would not favor that-
Secretary IiICHIRSON. It is considerably more liberal than current

law.
Senator BYRD. That is correct, but you would not favor taking the

ceiling off.
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Secretary IRICHARDSON. No; simply for cost reasons. This is a very
old issue, as you know.

Senator BYRD. This is the first time you said for cost reasons. I que-
ried you many times last year and I don't remember you saying for
cost reasons, that is the reason we don't take it off.

Secretary RiciIARDSoN. I don't remembeCr that last year.
Senator BYRD. You and I discussed this in considerable detail. Your

reply was it was at differe-nt philosophy, difierenit reasons for social
security anti welfare which, of course it is Well, anyway, it is because
of cost rewa.ons, that is what I have been 'trying to estoblish for over
year now.

SoulitcE oF FUNDS TO PAY INCREASE) WELFARE COSTS UNDER H.R. 1

Mr. Secretary, your department estimates that, l1.R. 1 wold inl-
crease Federal welfare costs by $5.5 billion in fiscal 1973. According
to the administration fiscal 1972 has finished witi at large budget
deficitt. Where is the money coiinY from to pay' the $5.5 illlion when
the,, administration estimates that Lscal 1973 will end -with a trenien-
donis budget deficit?

Secretary RICIIDSON. It will come from a combination of tax rev-
enues anidborrovviing.

As I l)iiied out last year, of course, Senator Byr'd, awd 1 (10 re-
member this quite clearly, 1 think I remarked that welfare reform
is of such high priority that I think we could consider Federal ex-
)enclitures for welfare reform as coinig out of the first (lolars col-

Iectedl under Federal tax laws.
If wo have to go into the red for the year it will be becauIse of ex-

l)enditures under somebody else's program.
Senator B-nw. Somebody else's programm, yet your program has been

increased $5.5 billion as at minimum. Will th rsident be recoin-
mending a tax increase to pay for all of thisI

Secretary RiIHARDsON. I doubt it; I think he will be recommending,
however, again that the budget be constructed oi at full employment
basis, and I think111 again that. hie will submit a, budget lbalanced on a
full employment basis.

Senator 13Yin). Of course, no one knows what a, fuill employment
basis is. It is at completely fantastic hypothetical figure. -it is like

sang that I wouldn't be broke if my uncle had left me $10,000.
[Laimuher.]

Secretary R1CKARD)SON. I don't agree with that at all.
Senator BYRD. I thinkl it is complete and utter nonisense.
Secretary RiciimuWsoN. I completely and utterly disagreee withl youl,

Senator Byrd, but T think on this subject you'could find a better
witness in the person of Mr. George Shultz.

Senator BYiD. Mr. Secretary, I assume then that this tremendous in-
crease in welfare costs will merely be added to the national debt, is
that correct?

Secretary RICHARDSON. Well, as I said at moment ago, if we assume
that at full employment budget will involve a projected deficit, and I
am sure i t wil I, there will have to be an increase in the Federal debt
but I wouldn't assume that the $5.5 billion for HT.R. 1 was the coni-
tributor to the debt.
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Senator I3yRD. Let mne ask you this.
Secretary RICHARIDSON. At least no more than in a purely pro rata

amount, in relation to the total budget.
Senator BYRD. Let me ask you this, what is the national debt now?
Secretary RICHARDSON. I have lost track. It is over $300 billion.

[Laugter.]FEDERAL DEFICITS

Senator Jitm. As the administrator of the largest department dollar
wise in the Government,, I am just interested in your philosophy, in-
terested in your deep concern about the cost of Government. Let me
askc you this question, what was the fiscal year just ended, what was
the Federal funds deficit?

Secretary RICHARDSON. $23.3 billion.
Mrl. VENEM3AN. It is between $21 and $23 billion, there are diverse

opinions.
Senator BYRID. Is that your guess?
Secretary RIChARDSON. I would say it is plus or minus $23 billion but

we will get the exact figure.
Senator BYRDni. It was $30 billion, and I will insert the figures in the

record. What you are speaking of is the unified budget Which takes
the surplus from the trust funds in order to make the deficit appear
less large.

L et me ask you this. What is the projected Federal funds deficit for
the current fiscal year?

Secretary RTCHARDSON. I don't know, Senator.
S-enator Bi-mD. I wvill give you that figure. It is $30 billion. So under

the administration's own figures, and I think you can say the projec-
tioli is conservative, there will be a back-to-back Federal funds deficit
of $60 billion. That has never occurred since the end of World War II.

Two records have been established. In fiscal 1971 the largest Federal
funds deficit occurred. In fiscal 1972 a similar deficit will occur, which
will establish two- records.

FUNDING INCREASED WELFARE CosM Fito-N BORROWED MONEY

Now, -let me ask you this. Do you feel that a new program, a new
expanded welfare program to the extent of at least $5.5 billion should
he nut into operation on borrowed money?

Secretary RIcHARDSON. Passing for the moment the question of
whether it'has put it into operation or borrowed money, I think that
it is clear that it is in the 'national interest to enact this program, that
we must do so urgently.

Senator BYRD. Do you think it should be done on borrowed money?
Secretary RICHIARDSON. I think it should be done to the extent that

there is a pro rata contribution to the projected deficit measured by
,9nd at total deficit consistent with full employment. I think it should
ice emphasized that the $5.5 billion tr4,al you are referring to includes
1'i).4 bilo -iected toard development of employment capabilities
Und opportunit ies for work created through the expansion of day care
services: therefore, I think it is clear that the enactment of this pro-
gramn offers the only sound hope of turning around a situation that
h as gotten out of hand.
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The back-to-back increases in State and local Federal1 costs of exist-
ing law, and the back-to-back increases in caseloads have become intol-
erable and so, therefore, the need to do something about it is urgent.

We are convinced that the enactment of this measure offers h le onlIy
solid prospect of containing these costs in future years and as I have
repeatedly emphasized in the course of my testimony both t his year
and last year, our projections show that within 4 or 5 years a fter thle
enactment of this program, the total costs in caseloads under IJ.R. 1
would be at approximately the level that they would be under a
projection of existing law, but whereas under existing law the cost in
caseloads would be headed on upward under this law we believe th~e
costs are headed downward.

I have a chart on that I would be glad to show you at this point.
Senator BYRD. I had analyzed your chart and I 'was going to point

out what I regard as some contradictions to that statement but I
can't use your chart now because it has got to be revisetb before I can
ulse it, but I hope at some subsequent date we might be able to -et
back into this colloquy.

Secretary RICHARDSON. We have a chart here which shows the pro-
jections, under both programs.

Senator BYRD. Well,let me try to get anm answer though, a clear! it
answer, to the question I put to you. Is this correct, you feel that thiis
program of an additional $5.5 billion should be put into effect even
though it has to be d&fte on borrowed money?

Secretary IRICHIARDSON. Yes.
Senator BYRD. I would say that is precisely the opposite answer

made by your immediate predecessor when the same question was put
to him by Senator Talmadge, but you are entitled to your opinion
and he is entitled to his opinion.

Secretary RICHARDSON. I don't abandon what I have said earlier
about the question of whether it is done with borrowed money.

I don't, as I have made clear, accept the proposition that the whole
$5.5 billion represents borrowed money. We might as well say that an ly
other program in the Federal Governmnent represents borrowed money' .
Of the total Federal budget the fraction borrowed for fiscal 1973 may
be as low as, say, 7 or 8 percent. Now if you apply that, fraction to
this $5.5 billion then only, say, out of the total maybe $400 million
is borrowed.

INCREASING WELFARE COSTS

Senator BYRD. W~ell, as I say, your concern is not quite as deep 1) r
ha ps as mine and my feeling that the No. 1 (lom-estic lpriority is to 1).A
thie Government financial house in order. Your feeling is that theN.
I domestic priority is to expand the welfare prgam b~y increasing)
the number of p~erson~s on public assistance, by increasing the costs,
and I don't think you would deny it increases the number of 1)eople
on welfare.

Secretary Ricii.,kDsoN.. I reject the characterization that the onlyV
way to deal with this p~rolblem is to expand the program andl the css

Senator BYRD. Thllat is what you are doing here?
Secretary iRICHARDSON. 'What we are proposing is a totally new ,!I-

pi'oacli to dealing with the processes that have brought about cnonnuu1WS
year-to-year increases in caseload casts.
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Senator BYRD. The ne~w app1roach increases greatly the number of
individuals who wvill be drawing public assistance?

Secretary RICIJARDSON. Yes.
Senator BYRD. That is correct. rile niew approach increases in its

first year of operation, according to your statement, increases the costs
of operations of the welfare program by at least $5.5 billion.

Secretary RiciIA RnsoN. As we have been using the term "welfare
Jprogrln,"! the figures you asked for earlier, it only increases the w'e]-
fare program by $3.2 billion. The other costs are costs that are not
now and~ have never been-

Senator BYRD. It goes for public assistance; does it not?
Secretary RICHARDSON. Not as this term is generally defined, no; it

does not. T raining costs, for example, public service jobs are not now
and never have been classified as public assistance costs.

Senator BYRD. I want to read into the record again, you are a tre-
inendously able lawyer, I am not, I am not even a lawyer, of any kind,
I ami a newsp~apermnan, and it has been my experience with very able
lawyers when the facts are not to their advantage, they talk around
the facts. They don't worry about the facts.

Now I want to read into the record again what was said yesterday
by you, what was said again today by you, and if you want to contra-
dict them at this point, it is your pr ivilege. The total cost of welfare
for fiscal 1973, and I want to emphasize the word "total" because it is
my understanding that is the figure you gave me, will be $14.9 billion,
plus $1.5 billion for medicaid, giving a total figure for welfare and]
medicaid, of $19.4 billion. Are those figures accurate or inaccurate?

Secretary RICHARDSON. I think that the total figures are, I certainly
have testified to, Senator. But I think~ the record would show that 1
said that this is the total cost of H1.R. 1 plus medicaid, and I have said
repeatedly.

Senator BYRD. That is correct.
Secretary RICTIARDsoN. The total costs of H.R. 1 is not the equiv-

alent of the total cost of welfare because it includes child care, train-
ing, public service jobs, and so on, together with the cash equivalent
of, additional cost of the cash of the food stamps.

Senator BYRD. I will rephrase the question. If I.R. 1 is enacted, the
cost of H.R. 1 for 1972 will be $14.9 billion, anid if medicaid is added
the total cost will be $19.4 billion; is that correct?

Secretary RICHARDSON. Yes.
Senator BYRD. Now, for fiscal 1972 you testified last year that had

H.R. 1 been enacted last year that the cost of Hi.R. 1 would have been
$11.8 billion. You testified last year that medicaid would cost $3.2 bil-
lion in 1972, giving a total for 1972 of $15 billion. Now when you
relate those figures one to another you find that if H-.R. 1 had been
enacted last year that between last year and the upcoming-between
I 172 and the upcoming 1973, the costs would have increased for what
I call welfare, what you call H-.R. 1, either way you want to express
it is all right with me, are up 26 percent, medicaid will increase over
last year's figures, over the 1972 figure as compared to 1973, by almost
40 percent, and the total cost of that $19.4 billion versus the $15 billion
will be a 29-percent increase, and all of those figures, any of those
.figures. are greater than the figures that have been-increased the wvel-
fare programs in the past.
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Secretary iRICHIARDSON. But I think we are talking of apples and
oranges, Senator Byrd.

Senator BYRD. No; we are not talking apples and oranges.
Secretary RICHARDSON. Well, I do think it would be confusing not

to emphasize at this point that, for example, the increase in medicaid
from $3.2 billion to $4.5 billion is a simple consequence of the rate at
which States spend money because the Federal Government simply
pays, reimburses half of this.

S enator BYRD. We are not talking about the reasons for it. I am
trying to get the facts, and the facts are that is what they are going
to cost.

Secretary RIHARDSON. I know, but I am trying to point out you
are dealing with very different kinds of numbers. That is one com-
ponent.

Another element of increase as between the two ultimate totals which
you have been using are deliberate decisions to put more money into
child care and training, for example, than was proposed last year.

Senator BYRD. lIlt is an expanded program; is it not?
Secretary RICHARDSON. It is an expanded program, but an invest-

ment in trying to get people into jobs is a different kind of cost-
Senator BYRD. I am aware of that.
Secretary RICARIDSON (continuing). Than an open-ended Federal

obligation to match State and local expenditures.
Senator BYRD. It is an expanded program. It is either an expanded

program or the costs of the same program have gone up. It is one or
the other, it has got to be.

Secretary RICHARDSON. Tt is an expanded child care, training and
jobs program.

Senator BYRD. Yes.
Mr. VENEM1%AN. I think over a billion dollars is in State savings.

You can't compare last year's H.R. 16311 to H.R. 1, they are two dif-
ferent bills.

Senator BYRD. They are two different bills. But the H.R. 1 is an
expanded version of last year's bill. I say the committee did the tax-
payers a great service when they refused to pass that bill last year
and saved the taxpayer billions of dollars, billions of dollars.

FUTURE WELFARE SAVINGS

Secretary RIeThARDSON. I think they have cost the taxpayers money
thiat would have been saved in future years by delaying a reform that
hias demonstrated in the intervening year its urgency by bringing about
increases in State costs and Federal costs under current, law during
thait intervening year by somethiing like 40 percent.

The failure to enact the bill hias pushed off further into the future
the day when we do something about an intolerable situation.

Senator BIzi'R. I think it is very important to do something about.
an intolerable situation but I want to be sure we are not doing some-
thing that is going to make matters worse instead of better.

Secretary RITCHARDSON. T think-
Senator BYRD. The best T can understand this bill is you are going to

make matters worse and not better and once you go into a gigantic
program like this, there is no turning back on it.
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Secretary RICHARDSON. I certainly-
Senator -BYRD. That is what I think, and you agree with that.
Secretary RTGTTARDSOIN. I certainly agree that it is the responsibility

of this committee, including yourself as a member of the committee,
to satisfy itself that what we propose makes sense and it is not going
to make matters worse. I am simply giving you my response to your
characterization of the delay as a good thing. I do not think it is a,
good thing. I think it simply postponed signi~cant relief to the States
and put off, the day when we would be able effectively to begin to re-
duce the rolls.

Senator BYRD. I thought you agreed that this H.R. 1 is a better
bill than last year's bill.

Secretary RICHARDSON. It is.
Senator BYRD. Well then we gained by it, did we not.
Secretary RICHARDsoN. We could have-it is a question of balance o.r

relative advantages. I think the gains that are reflected in this legis-
lation are all modifications which this com-mittee itself may have made
had it ever seriously gotten around to drafting the bill and, in the
second place, could have been made by amendment in the light of
experience.

Senator BYRD. I am about to miss a vote here, Mr. Secretary. I didn't
realize we were voting.

Senator HANSE-N. If I could interrupt just a moment, let me observe
that last evening when this hearing was recessed I know the Secretary
then expressed a desire to get to another meeting at 11 :30 this mnorn-
ing, as I recall, and in light of that fact

Senator BYRD. I have taken enough time unless Senator Hansen -
Senator HANSEN. The chairman went to vote and he will be right

back.
Senator BYRD. Thank you very much, Mr. Secretary. I am sorry to

take so much time.
Secretary RICHARDSON. Well I think you have developed some im-

portant information, Senator.
Senator BYRD. I think it is important we understand the figures

and some of the figures are a little difficult to understand. Thank you,
sir.

Secretary RICHARDSON. Thank you, sir.
(Shrt eces.)INICENTIvE FOR NOT MARRYI.NG

The CHAIRMAN (presiding). Mr. Secretary, I prepared a chart to
show you what I think is basically wrong with the bill. To be con-
structive rather than just negative I think we ought to go about trying
to correct it.

Now, the way it stands right now, if you take a situation that exists
in Louisiana, for example, situations where the father has not married
the mother but the children look just exactly like him. When they had
a man in the house rule, these people were not eligible but the court
changed that. The court decision places a subsidy on illegitimacy
and a reward for not getting married. When the States were forced to
put those people on, the result was that they had to reduce what they
were paying to deserving cases so as to pay something to these unde-
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serxving cases. There is a situation where the father is making $3,000.
The mother has three children, she is being paid $1,250 plus a $250
advantage of medicaid, total family income cash plus other benefits
$4.500.

Now, a comparable situation is where the man actually married the
woman, and she has three children, put W plus 3 there along the
woman, a wife plus 3 children.

They are entitled to no cash subsidies under present law because the
father has $3,000 cash earning. How much would your program belie-
fit that second family.

Secretary RICHARDSON. It would-
Air. VENEMNAN. $1,280 Mr. Chairman.
The CHIRTIAN. $1,280. How much would it benefit the first family.
Mr. VENEMAN. The mother and three children.
The CHAIRMAN. Right.
Mr. VE-NEMNAN. She would be entitled to $2,400 if no income.
rrle CHAiRMAN. All right. So $2,400-
Mrl. VENEMAN. Has she got income? Does she have income or not?
The CHAIRMAN. She has $1,250 of welfare right now, $1,250 of wel-

fare payments.
Mr. VENE MAN. She would be entitled to $2,400.
The CHAIRMAN. That is $2,400. I take it she would also be entitled

to inedicaid would she not.
Mr. VENEMAN. Yes.
r1h1C CHAIRM3AN. In addition to that.
Mr. VENEMNY. She is if she gets sick, and her earnings get too

high-
rihe CHAIRMWAN. That would be $2,650, so that would be an increase

of about $1,200 for the family where they don't marry. That is a much
bigger increase than you give where the man has actually married the
mother of his children, isn't that correct.

Secretary RICHARDSON. Yes.
The CHAIRMAN. So the disparity, the advantage of the manl not

marrying the mother of his children, in cash terms would be evenly
greater under your bill than it would be under the present law.

Now beneath there I have an example of the way I would suggest
that we do it. Start out with the husband making $3,000, add about
$950 as a supplement to the wage he is making by virtue of the fact he
is a parent working trying to support a wife and family, give him
$250 for medicare, and the family would have $4,200 income. By your
program, I take it, you would have them at about $3,800 income.

Mr. VENEMAN. That is right.
Tfhe CHAIRMAAN. I would save money to pay for that deserving case

by taking it away from those people up there who have no right to it
to begin with. Under your plan, the undeserving family unit would still
have more money than would the deserving man who married the
woman and assumed all the obligations and duties -of being the hus-
band and father of these children.

I would like to ask you for an estimate. Suppose you work on this
theory that you just take a look at what it would cost to make a tax-
payer out of this family. For a family of five I would think you are

ting a~out roughly $4,900, and if you assume that the man is mak-ing$3,00that leaves a $1,900 difference. If you make up half the dif-
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ference to him on a 40 hour a week basis, youi would make about $9.50
of subsidy available to that family which at present is getting no help
at all.

Can you see any reason why that family should not be available for
medicaid if this other outfit is available for medicaid.

Secretary RIHARDsON. No.
The ChAIRAIAN. Then give them the benefit of medicaid, too. If you

are going to give medicaid to the family that has the illegitimate chil-
dren also give it to the working family that has legitimate children.

Secretary RICHARDSON. I would only say on this last point, TMr.
Chairman, that we would prefer to see the whole basis of financing the
health care costs of poor families dealt with in a different way than by
medicaid, rather than provide for a short-term extension of medicaid
and then the substitution of something else.

The CHAIRMAN. Any way, I think that you and I could agree that if
it is to be available, whatever health care we provide, it should not
widen the gap between those two families. I would like you to estimate
what it would cost if you provided the health care uniformly. Just be-
cause a man marries the mother of his children doesn't mean they ought
to lose the medicaid where they would have it othIerwis-e so let's see if
we can treat them both the same. However you want to do it so you
could either put the $250 medicaid in or leave it out, whichever way
you want to do it.

What I am concerned about is what would it cost if instead of sub-
sidizing the undeserving case we just leave them where we find them,
and spend your money instead trying to reduce th-. costs of it by help-
ing the father who is trying to help his family by staying with them.

People should have some hope of doig as well y conductig thiem-
selves honorably as they would do conducting themselves dishonorably.

I would like to see what it would cost because if you talk about work-
fare instead of welfare, and you talk about the working poor, it would
seem to me that the second family is the family that is better en-
titled to expect the help.

who you are going to subsidize anybody it ought to be the p)oor devil
wois bringing his check home to the wife and children anid between

them they don't have enough to get by oni, that is the onie I think youi
ought to help.

Mr. VENEMAN. Mr1. Chiair-man, I think in all candor that is pre-
cisely what that bill does. That family would be a family of five thenl,
the husband and wife and three children, he was earning $3,000, hie
would be entitled to an income supplementation of $1,280 actually
instead of the $950 for a total income of $4,280, and-$950 for a family
of four-I think the first question he asked was the mother of the
children but when the husband is there it is a, family of five.

The CHAIRMAN. Well now, how about the top family, they have,
$3,000 of earnings that are not counted, how much would they be
getting?

Secretary RICHARDSON. Mr. Chairman, as I think our previous dis-
cuiss~onis of this pr-oblem have made clear, we would like to work with
yon to find a way of dealing with this problem. J1 think it is fair to
say that the difficulty with dealing with the top family is the difficulty
of the determination of what the facts are.
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If you know that the man at the. left, earning $3,000 is the father,
then you can rest on that finding the obligation of support, and you
(Vo from there.

The problem really is the problem of what kind of a showing you
need of facts in all the circumstances in order to be able to treat the
family on a basis that assumes that availability of that money.

The CHAuR3AN. Well, the way it stands today.
Secretary RicilARDSON. IHere is Where We get-
The CHAHUMAN. I went to a m-eetig of four welfare directors 'and

three of them told me that the National Welfare Organization freely
admits in their States, that they advise these people to lie in order to
get on to welfare.

Mr. VENEMAN. Mr. Chairman, I think the problem we are con-
f ronted with is we have tried to write into the bill every kind of pen-
alty, every type of ability that will help to identify the father. If for
ainy reason an individual fails to report the event or any situation that
changes their eligibility then they are subject to fraud.

The CHAIRMAAN. Let's get your arithmetic on the board now. Take
family one. Right now your social workers are actually helping defend
those type situations rather than trying to expose them. That is the
impression I gain from my State, and I think that is what the welfare
directors tell me. Now what figure would you put on that under your
bill. That f ather plus mother and three, father has $3,000 earnings but
they cannot find him or identify him for no other reason than that the
mother doesn't want you to know because if she tells us the family's
overall income will be reduced.

What figure would you, what would that mother be entitled to draw-
under you bill.

M~r. \TENEMAN. She would be entitled, the mother and three children
Would be entitled, to $2,400.

ThieCHAIRMUAN. $2,400 and that is all.
Mr. VENEM3AN. That is all.
Tlm CnIAI1RMN. All right; now how about the medicaid, she still

gets that.
.,\r. VENEMAN. It Would depend on the State, Mr. Chairman.
The CHIAIRMAN. Well assume it is a State that has medicaid.
Mr. VENE-MAN. Assumne a State that has medicaid she would be.

eligible.
Thie ChAIRMAN. All right, put $250 beneath that and acdd that tip.
Mr. VENEMAN. Mr. Chairman, if that woman has failed to identify

hier husband, then her benefits can be reduced or cut off. If she knows.
where hie is and shep knows he is earning $3,000 then you can reduce or
take her off. the welfare rolls.

The CHAIRMAN. Well, you have all the sympathy for the mother to
begin with and the caseworkers have that sympathy, so much so they
want to proceed about the same way the Supreme Court has on the
basis you can't count that income unless you can prove it is available.
So there you have $5,650.

Now, what did you say the figure would be when you do your arith-
inetic under your bill for the second situation.
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Mr. VENEMAN. You would have $1,280, you see, if the husband and
the wife were together with three children, if he had $3,000 earnings
hie -would be entitled to a supplement of $1,280 a year.

The CHAIRMAN. All right, so the disparity between the two works
out to a $1,370 premium on legitimacy.

Mr. VENEMAN. This is not right, Mr. Chairman, because you see if
that $3,000 is actually available for that family, up in your first.
column of $5,650, then you can't count that as income, if it is available
for the family.

The ChIAIRMAN. You are not counting it as income now and I
don't see htow you are going to count it under your program. You
only have, two witnesses to look to, the father and the mother. For
anybody else it is just hearsay and conversation.

Scretary IRICHIARDSON. Mr. Chairman, the problem is you begin
with the assumption, for the sake of argument, that this is the father.

The CHAIRMAN. One thing I am convinced of is 95 percent of those
children have a living father somewhere.

Mr. VTENEMAN. Even if lie is not a father, Mr. Chairman, and that
income is available to that family they have to count it.

The CHAIRMAN. I know and it doubled our welfare rolls in Louisi-
ana at the time the Supreme Court said you can't assume that income
is available just by virtue of the fact he is living in that same house-
hold. So we are getting nowhere up until now and I doubt we are
going to get any further trying to count that income under your
p~rogram. But I am trying to put the incentive on doing what is
right rather than on doing what is wrong. All a mother has to say%
is she doesn't know where the father is or if you ask her who the
father is she just names somebody she knows is not the father. It is
easy enough for them to lose that law suit if she wants to lose it.

REQUIRING SUPPORT PAYMENTS

Secretary RxICHARDSON. Mr. Chairman, suppose the father had de-
serted her and when asked who is the father she says the father has
deserted her.

The CHAIRMAN. All right, sute him.
Secretary RICHARDSON. This is true. Another woman conies in,

mnakes a same application, same number of childlreni, and she is asked
the question where is the father and she says father deserted. Say InI
this case it is not true. The problem is, as we see it, is simply finding
a way to give the first woman benefits, since the father has in fact
deserted her; of course, we ought to do everything we can. to find him
and track imi- down and make him support the children, that is
agreed.

But so far we have not found him, and so she and her children
should get benefits.

In the case of the woman who lies when she says her husband
has deserted, the problem is a problem of finding out that she has lied.

Trle CuIAIR-.IAN. Mr. Secretary, if you have a jury sitting there
hearing this desertion case or hearing this case for declaration of
paternity, and that jury knows if they find that the defendant is the
father of that child, and that papa and mama are going to have less
money than they do if you have people on that jury engagingr in
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that -same kind of conduct themselves, thenfthe jury doesn't find that
man owes support for that family.

You can't prove he is the father of that child if the mother doesn't
want you to prove it. By making it to her advantage and his, you
are paying them money to beat you in that law suit. It is a frustrating
thing

All'I am saying is we ought to design it so it would be to their ad-
vantage to do the honorable thing rather than to their disadvantage to
do the honorable thing.

Secretary RICHARDSON. If we knew how to do it we would have done
it by now and, as I said before, we stand ready to work with the comn-
mittee and we hope that you will be more ingenious than we have been.

The CHAIRMAN. Well now, I have shown you one way you can do
it-take the husband making $3,000; add $950 to supplement his earn-
ings because the family needs it. Now that doesn't have to be $950. It
can be more than that, or less. You can work out a formula-even- -

Mr. VENEMAN. $1,280. We have proposed $1,280.
Secretary RICHARDSON. We have proposed, H.R. 1 does deal with

half of it. The part we have not liked is how you tell that there ii a
father around making $3,000. If we know that fact, H.R. 1. requires
that the money be counted. The problem then is what kind of evidence
or proof is sufficient to show that the money ought to be counted. And
you could take the further step of saying that where you have a mother
and three children, and the mother tells you the father has deserted,
you never believe it, so they woul never get benefits. This seems,
on the f act of it, too harsh.

So the question then is simply the question of what kind of a show-
ing is necessary in order to take the case out of the deserving category
and establish that it is one in which the mother is fraudulently Conl-
spiring to get benefits she shouldn't be receiving.

The CHIAIRMAN. Well, if you take this great big welfare mess, most
of which was contrived by the Supreme Court of the United States
and ably assisted by Federal poverty lawyers, and just quarantine
that, put it over on the side somewhere, keep it going but don't make
it any worse, and then start all over again, it would seem to me that.
your starting point would be when a child is born to start identifying
the father.

If we start from that point and say all right we arc going to help
that family, if they need help, but wherever that father goes we are
going to call upon him to do his duty. lie has a social security number,
and whNerever hie goes to work we want to know it. Get *his social
security number and you ought to get his fingerprints while you are.
at it so if hie tries to change his name and number you can find h1im
any way. Treat him just like a man wanted by the FBI; find h1im.
wherever lie shows up.

Wherever that social security number hits those tax computers on
a witliolding, tax return it rings the bell and this is the man we are
looking for and you just go out and you serve him a paper. You are
telling his employer to hold up the check on what he has already
earned because it looks like he owes that for the support of his family.
Meanwhile you are hauling him into a Federal court here to see if this
isn't the fellow you are looking for and if he shouldn't be held in con-
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tempt for nonsupport of his f family when hie is earning and making no
plans to help support them.

That is the approach that makes sense to me. Maybe it is old f ash-
ioned but it makes a lot better sense than just letting this fellow run
around, living the. gay life, from place to place like the grasshopper
in the story who fiddled all summer only to die with the first frost.
But if hie stays within his family and still can't support them, alright,
we will subsidize him.

If we are working on that basis, I think we would have a far more
popular program and1 one that would met with better acceptance than
we do where -we try to win a law suit against people after you have
made it to their advantage for both of them to lie to you.

Secretary RicHARDSON. e certainly want to work with you in this.
I think it, should be noted that the l)1oblemi presented by the man in or
around the house who is earning $3,000 which hie has been putting into
the family pot to help support the family is a different kind of problem
than the problem of the father who has, in fact, deserted, who is work-
ing somewhere else whomi we want, to be able to get at.

W~e have put into the bill what we think are workable and effective
provisions to deal with both of these things, and as far as seemed to us
feasible, and the only remaining questions really are what more or
better could be done about this and, as I say', we would be glad to work
.With you on it.

The CHAIRMAN. Mr. Secretary, it wouldn't make any difference
whether the man is in the house, out of the house, Mlexico or Timbuktu.

If we don't do that you are doing a, grave injustice to tax the work-
ing fathers of this country who a re doing what is right.

Secretary RIcH-ARDsON. But the wrongs involved are very different.
In the first place, in the first case, the man and woman are collaborat-
-ing to cheat the taxpayers by getting benefits they wouldn't get if the
father's income were known to the welfare administration authorities.

In the second case the father has in fact deserted, and we will
assume has not been brought back yet, so that his wages have not been
reached. In the meanwhile, therefore, there is a need to support that
mother and children; this is the sense in which the problems are
different. In the first case you would not be giving them any Federal
--money if you could establish that the family was, in fact, benefited.

The CHAIRMAN. I want an estimate of what it would cost to do
what I am talking about. It sounds to me as though it will save money
to (d0 it that way based on what you say that family is eligible for
now. That part of it I don't quarrel with. I am perfectly content to
vote for that part of it, the part where he man makes $3,000 and we
add $1,280 to that. I think we ought to make that work-related and I
think 150 percent phase out is better, but that part doesn't bother me
for a moment. I could go for that. It is this thing, it is all this mis-
chief and corruption that we are subsidizing and claiming we are not
subsidizing it at the same time and that is what bothers me.

Secretary RICHARDSON. I understand.
The CHAIRMAN. And if we could work a~ program on that basis I

would be much more attracted to it I would like to know what it
would cost to do that.

Mr. Secretary, I owe you and the other committee members an
apology, between us I have taken longer than I intended. I see it is
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10 minutes to 12. Do you have to leave at this moment or can you
stick around for a few more questions. I am sure

Secretary RICHARDSON. I should have left sometime ago. Are they
questions that Undersecretary Veneman or' others here might be able
to answer.

I am sure they can answer any questions that I can answer for that
matter.

Senator CURTIS. I think so. My remaining questions do not go to
pol icy They are inquiries about the intent of some of the sections of
the bill.

Secrtr RICHARDSON. Well, in that case, -Undersecretary Vene-
mnan Creallry is a better witness since hie participated with the Ways
and Means Committee in all the executive sessions which produced
the bill.

I1 would like before I go, Mr. Chairman, not only to thank the
commiittee for the opportunity to appear, and I hope to create a bet-
ter understanding on both sides of what the problems we have to
solve are, hut I also would like, with your permission, to ask to have
inserted in the record at this point the chart you now see on your
left which deals with projected costs and caseloads under H.R. 1. We
would like to have that inserted together with an explanatory state-
mnent of the methodology.

Tfhe CHAIRMAN. Very well.
Secretary RICHARDSON. Thank you very much.
The CHAIRM AN. Thank you, Mr. Secretary.
Senator Curtis.
Mr. VENEMAN. Senator, I think Mr. Ball also has ain appointment.

Do any of your questions deal with social security?
Senator CUTm'IS. NO; it is only in welfare.
Mr. VENEMAN. With your permission, Mr. Ball also would like to

leave.
SAVINGS CLAUSE

Senator CURTIS. What does the hold harmless provision include,
hold harmless from what?

Mr. VENEMAN. Well, Senator Curtis, what the bill provides is that
if a State were to maintain the benefit levels that they had in -January
of 1971, or add on the value of food stamps, we would assure them
that their State costs for maintenance payments would not exceed
what they were during the calendar year 1971. So they are held harm-
less really against caseload increase at their existing level.

If they decided to raise their grants they have to pay at a hundred
percent.

Senaftor CURTIS Caseload increase on the State supplement?
Mr. VENEMrAN. Caseload increase including the State supplement to

the 1971 level.
Senator CURTIS. Well now, what portion of the Federal benefit do

they paiv?
Mr. VENEMAN. They don't pay any of the Federal benefit, Senator.

The way the bill was drafted, the first $2,400 paid to a family of four
is a hundred percent Federal money. Any amount that they p~ay above
that is all State money. The State is not required to pay above that
according to the present provisions of the bill. However, they have
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every economic incentive to continue their payment level because we
essentially say that if you are paying above $2,400 we will pay the
first $2,400 at 100 percent Federal cost, and then you can continue to
pay what you are paying now and we will guarantee you that your
State expenditures won't be higher than they were in 1971, and so
if there is any risk of caseload increases, which might be in some
States, because the eligibility may vary from what their present
eligibility standards are, we would absorb that as a Federal cost.

Senator CURTIS. Suppose the State finds that due to inflation they
must increase the amount of the State supplement for the cost of living
increase.. That is not covered by the hold harmless?

Mr. VENEMAN. No, not the amount above the 1971 level. Anything
above that they would have to pay. k

Senator CURTIS. So if over a period of 5 years there was a 5 percent
increase in cost of living, the State, if they kept tip the present level
of purchasing power of their supplemental budget, could have ain
increase of 25 percent; couldn't they?

Mr. VENEMAN. They could have a 25 percent increase over their
1971 level, Senator, but they are protected. Well, again, you see you
get back to the alternative. Under the present system their increase
would be considerably higher because they wouldn't have that assuir-
ance. Presently any benefit increase to the States provides 50 percent
State money and 50 percent Federal money.

Senator CURTIs. So what you hold them harmless for is an increase
in costs by reason of addig to the rolls.

Mr. VENEMAN. That is correct, caseload increases is essentially what
it is.

Senator CURTIS. Well, suppose that a State-I will give you a spe-
cific example. I understand that California, and I am looking at page
44 in this book, "Welfare Programs for Families," of the committee
book,* it appears that California now pays a maximum payment of
$2,652 for a family of four we have been talking about. If .R. 1 is
enacted, then the hold harmless clause would protect California from
additions to the rolls but it would not protect them from an increase
in the amount of the supplemental payment, if they choose to raise it.

Mr. VENEMrAN. No, it would not. Thle $2,652 does not reflect average
payment, but it is the maximum payment. Let's assume that the family
is getting the $2,652 in California, presently that would be half State
and half Federal H.R. 1 would provide that $2,400 of that would
be all Federal, so the States immediately are saving better than
a thousand dollars right off the top, $1,100. So instead of paying
$1,800 they are paying $252.

Senator CURTIS. I understand that.
Mr. VENEM.NAN. The hold harmless guarantees against a caseload in-

crease, but if they should choose to raise that $2,652, it would be w8iith
their money. During the interim of course, they have saved a consider-
able amount of State money if they don't choose to go that route. If
the legislature decided to add to it, it certainly would be less expensive,
let's say 3 years down the road, then it would be if the existing p)1o-
gram had gone on for the State governments.

*See App. C, p. 460.
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Senator CURTIS. I understand that part, but I wanted to have the
record clear on what they might expect in the future under the hold
harmless.

A State that has a supplemental program if the application of the
Federal rules of eligibility call for more people being eligible for that
State supplemental that would be all Federal expense, would it not?

Mr. VENEMTAN. Essentially that is correct, if they came up with a
total cost in 1971.

Senator CURTIS. 1-Tow do you treat the State that at the time of this
enactment has no supplemental program and they inagurate one.
Would that be an addition to the rolls?

It was zero and they made a supplementary payment for so many
people, would any of that be paid for by Federal! expense?

Mr. VENEM1AN. No; that would be all State expense, Senator. Let's
assume that a State is presently at $2,400 or below for a family
of four, H.R. 1 would buy that State out. So whatever money they are
paying they are paying $1,200 of the $2,400 now, and I stipulate I am
oversimplifying when I say this because there are variations which
come in with earnings. So they are paying half of it, only $1.200, so that
they have that much more money in! the State treasury. If next year
they decide to pay the caseload a hundred dollars above the $2,400
tha would be a hundred percent State costs, because they are saving
under the provisions of I1.R. 1. We have taken over their program.

Senator CURTis. But if State A had a supplemental program of
$1,200'a year and they enlarged the number of recipients, that enlarge-
ment would be at Federal expense.

Mr. VENEMAN. Well now, you are saying that with the $1,200 sup-
plementation, a family of four in that State would be getting $3,600.

Senator CURTIS. Yes.
Mr. VENEMIAN. We would say to that State "You continue to pay all

of the caseload, the $3,600. Now the provisions of HT.P. 1 may expand
that caseload. We will guarantee you if you continue to pay at that
level your costs will not exceed your costs during calendar year 1971."1

That is where the hold harmless really t, iggers it, for caseload
increase.

Senator CURTIs. But suppose there is a State that at the present
time is paying not quite $2,400. Two years from now they decide to
pay a State supplement, and then after they inaugurate a State sup-
plement the rolls are increased, they would not be protected by the
hold harmless.

Mr. VENEMAN. No; that is correct. Tflere are 22 States now, Sen-
ator, that pay below the $2,400.

Senator CURTIS. That will prevent States with low payments now
f rom ever attempting to pay a supplement.

Mr. VENEMAN. No; I do not think so, Senator. I think that the his-
tory of the public assistance programs indicate that when the pressures
for benefit increases come about within a State, the legislatures do re-
spond. We have seen it occur in virtually every industrial State where
the payments are considerably higher than those in the Southern
States. You know some of the States were moving up rather rapidly.
Mississippi, for example, is now paying about $750 for a family of
four. Under HI.R. 1 the recipients will get $2,400. I think it probably

65-745-71--21
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wvill be a long time before there wvili be much pressure there. Where the
States are at, $2,400 there would be pressure but again they have been
relieved of State costs. That money could be made available to raise
benefits. Of course, every State has got priority for every dollar they
hav~e corning in, but they could use it for this purpose.

Senator CURTIS. I think that this feature would bear a little check-
ing into.

Mr. VENE-MAN. I G~o not think it is much different from the present
system, Senator.

Senator CuRTIS. I think it is quite different.
Mr. VENEMAN. Well, the State can do whatever they want now, they

can go up or down. We do not tell then what to do.
Senator CURTIS. The State of Massachusetts now, according to this

chart,* is paying $3,402. So as long as Massachusetts wanted to con-
tinue to pay their State supplement $1,002 and additional persons were
put on the rolls they would be put on at Federal expense.

Mr. VENEMTAN. That is right, as long as they stayed at that level.
Senator CURTIS. But, on the other hand, if the State of Marylanzd is

now paying $2,352 and decided next year that they ought to match
Massachusetts with a supplement of $1,002, Massachusetts would be
held harmless from an increase and Maryland would not.

Mr. VENEMAN. That is correct, Senator, but Maryland would benefit
to the extent of $25 million in their family categories, $11 million iii
their adult categories, whereas the State of Massachusetts would not
have that kind of end effect. In other words, you have in the State of
Maryland $35.3 million by a plying the $2,400 base of the hold harm-
less provision. You have freed them of that.

Senator CURTIS. What is the matching formula for Massachusetts
and what is it for Maryland?

Mr. VENEMAN. I am sure they are both 50-50.
Senator CURTIS. Both 50-50 so the first $2,400, they would both gain

the same amount?
Mr. VTENEMNAN. Maryland is 51.5 percent of Federal money; Massa-

chusetts is 50 percent Federal money. So it is about the sarte.
Senator CURTIS. Who will administer the State supplement?
Mr. VENE.AkN. Trle Federal Government would administer the State

sL1Iplenent unless the State chose to do it themselves, but I think the
incentive there is for the Federal Government to do it because we say
that in order to apply the hold harmless provision the Federal Gov-
ernent will have to administer it.

Senator CURTIS. In other words, the basic $2,400 would be federally
administered.

Mr. VENEMAN. That is correct.
Senator CURTIS. And if the State is paying from their own funds a

supplement they must turn the administration of that supplement over
to the Federal Government or forfeit their rights under the hold
harmless.

Mr. VENEMAN. That is correct.
Senator CURTIS. Is there any other incentive for them to do it?
MY. VENEAYAN. Yes, the administrative costs. In other words. if a

State administers their owvn supplemental nDrogramn they Tiay a hunii-
dred percent of the admninistrativeP costs. If the Federal Gov'er1nenit

*Se . 460.
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does it the Federal Government, will pay a hundred percent. We give
them, like the bill provides, every economic incentive for Federal
administration for the money payment side of welfare.

Senator CURTIS. So if the Federal Government takes over the admlin-
istration they pay the whole bill for administration.

Mr. VENEMAN. They would pay the entire check.
Senator CURTIS. If the State continues to administer their own sup-

plemental program the Federal Government pays nothing?
Mr. VENEMAN. That is right. We- would pay nothing for adminis-

tration. They would have to set up a parallel system and just write
out their check for whatever amount they wanted to pay their recipi-
ent in that State. I do not see many of them doing it.

On the other hand, Senator, I do not see where we can apply the
hold harmless and let them call the shots. That is the reason we say
if you want to take advantage of the hold harmless, then it must be
Federal administration.

NUMBEll'R 0OF WVEJAARE RECIPIENTS

Senator' CURTIS. Turning to this blue committee print* it is esti-
mnated that, in fiscal 1973, which would begin July 1, 1972, that if
1L.R. 1 is enacted the numbers of eligibles would go up to some 11.6
million.

Mr. VENEMAN. Recipients.
Senator CURTIS. From 11.6 million up to 19.4 million. Then your

estimates in terms of the next 4 years there would be a drop in the
number of recipients. On the answer to that I would suggest that
you submit it for the record

Mr. VENEM.NAN. We can do that.
Senator CURTIS. Because in our conversation we might overlook

some factors and if you ma r wish tocneIihteSceay
would like to have the las for your estimate between fiscal 1973 and
fiscal 1977 as to why the number of recipients will decline.

Mr. VENEMAN. All right, Senator. I think we can probably submit
a copy of that chart into the record and put the figures along with it
which would show the trend lines as well as the actual figures.

Senator CURTIS. Well-
Mr. VENEMAN. And we canl explain the assumptions that we take

into consideration in coming~ to this conclusion. We can submit the
entire thing.

Senator CuI'rTIS. Well, I want you to lput, it any way you want but
I want the complete reason for your opinion.

Mr. VENEMAN. The Secretary, as you will recall, Senator, maybe
you were not here, did state this in taill the first day hie wvas uip, I
believe it wvas yesterday, it was inl his testimony.

Senator CURTrIS. I remember it, yes. I want you to include all of
your assumptions, if there is an assumption about family breakup
trends or the general condition of the economy or other assumptions.

Mr. VENEMAN. These would all be taken into consideration.
Senator CURTIS. Or whatever it is, if it is an increase inl employ-

inlent by reason of training, I want it indicated onl what you base your
figures.

*Sve 1) 431.
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Mr. VENrEMAN. Each one of the things you mentioned, Senator, are
factors we have taken into consideration and we will elaborate.

Senator, I want to make one point in regard to chart .6* and maybe
reemphasize that we are talking about is total number of people eligi-
ble, not necessarily the total number of recipients. I would like to make
that very clear because of course you will not have a hundred percent
participation.

Senator CURTIS. I do not want to argue with your answer until you
get it in, at least, but I hope you will Keep in mind that you are deal -
ing with a political system, just as the other titles of social security.
The political system depends on what is decided around this table and
what is decided in the Ways and Means Committee, and what is de-
cided on the Senate floor, as well as pressures from the outside. I will
just make the observation that I cannot think of an~ welfare program
that has ever declined in the number of people who become. eligible for
it.

Mr. VENEMAN. Our assumptions on this, Senator, do take into con-
sideration that the program will not be changed by Congress, but I
am not oblivious to the political pressures. I am very aware of them.

Senator CURTIS. There has been a change in social security before
every election as long as the human mind can remember.

Mr. VENEMAN. I think there is one other--
Senator CUIRTIS. And it may continue to be that way until the people

find it difficult to cash their checks, but I hope not.
Mr. VENIEMAN. Senator, that is one reason why I responded to your

question about State supplementation the way Ido. I think the same
kind of pressures exist in State legislatures.

Senator CURTIS. Yes; but I think you will find on examining your
bill that if a State makes an effort to pay a supplement, where they
have not had it in the past, that the way your hold-harmless clause is
written they will be very unfairly discriminated against. That is all,
Mr. Chairman.

(The information referred to follows:)
AUGUST 10, 1971.

NOTE ON ASSUMPTIONS USED IN CASELOAD PROJECTIONS

A great deal of discussion and speculation has occurred on the subject of esti-
mates of future caseloads In the family categories. The purpose of this note is to
clarify the assumptions under which such projections are made, both under the
current AFDC program and under the provisions of Title IV of H.R. 1.

First, it is important to emphasize the uncertainty about the future which char-
acterizes these projections. Neither HEW nor anybody else has accurately fore-
casted AFDC caseloads over the last several years. Caseloads are highly variable
with benefit increases or decreases, changes in the economy, changes in eligibil-
ity requirements, changes in the rate of desertion or migration, and so forth.
H.LR. 1 projections are affected similarly, but without even the historical base to
rely upon, find with the added complication of attempting to estimate actual re-
cipients as opposed to those theoretically eligible.

in 1909 the AFDC caseload rose from 6.080 million individuals to 7.313 million,
a 20% Increase. In 1970, the APFDC caseload rose f romn 7.313 million to 9.060 mil-
lion, a 32% Increase. From January to April of 1971, the rolls rose from 9.660
million to 10.227, or roughly 7%/ in four months. The five-year historical growth
rate of AFDC has been 16%l annually. With some States reducig beiiefits, most
States in fiscal crises, and what surely must be an evitable end to the growth value
of female-headed families, It would undoubtedly be an overestimate to project
forward the 30%o growth rate of the last two years.

*.see p. 431.
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Chart One, then, shows a high Iprojection of 16%l' per annumn (the 5-year his-
torical rate), an intermediate projection of 12 % per annum, and the low estimate
of 8%ll per annum contained In the Ways and Means Report.

Chart Four shows that the FY 1977 AFDC caseload would be between 15.8
and 23.7 million under these assumptions.

When comparing II.R. 1 projections. we must begin with tile theoretical elig-
ibles, as projected In the Ways and Means Report. We also must include those
eligible for State supplementation only, to make the projections comparable with
AFDC, which, of course, includes all recipients up to the State supplement break-
even point. Chart Twvo overlays the H1.R. 1 eligibles onto Chart One. Thle assump-
tions behind all projections will be discussed later In this note, but it is worth
p~ointinlg out here that tile II.R. 1 projections assume a 3%1 per annum growth
rate for femnale-headed families, as follows (see page 227 of W~ays and Means
Report).

Fiscal year-

1973 1974 1975 1976 1977

HR. 1 eligibles: Total--------------------------------- 19.4 18. 7 18. 1 17.6 17.2

Covered under present programs I-------------- 10.3 10.6 10.9 11. 2 11. 5
Not now covered---------------------..-------- 9.1 8.1 7.2 6.4 5.7

I Predominantly female-headed families.

It is clearly erroneous to comipa re current r-ccipienits (which may be 5Oc/%,
91c(,% of el-igbles) to 11.1Z. 1 eligibles. As tile wide range in tile previous sentence
illustrates, we know little about recipients vs. eligibles under AFD IC to hell) 1s
in at projection of I .H. I recipients,. We have thus taken tile emutious ap~proachl
ofC projecting recipients as a percent of eligibles shown on Chart Four; that is,

Fiscal year-

1973 1974 1975 1976 1977

Recipients as a percent of eligibles ----------------------- 80 82 84 86 88

Withl tile working poor eligible only for one-half of FY 1973, and with tile
smaller average payments of this category, these estimates are undoubtedly high.

Cihart Three overlays timese recip~ient figures onto Charts One and Two, and
Chart Four provides all of the numbers on Chart Three. Under tilese assumi)-
tions, the point in time at which the 11.1. 1 caseload becomes less than that
p~rojected for AFDC varies from 1974 to 197-7, depending primarily upon the
AFDC growth rate.

Tie obvious question in examinling these chlarts Is: What does HI.R. 1 do which
causes caseloads to remainl steady or decrease as opposed to the increases In
AFDC caseloads? Tile answers to tis qluestionl are ill large measure what make
H.1R. 1 a true reform.

AVe must concentrate on the relative growth rates of femiale-headed families,
for tis the heart of the comparison. T1he ancillary question of tile reason for
the decline in "working poor" eligibles over time is'answered p~rinmarily by rises
in Income in this group over tile live-year p~eriodl.

1rfil following points explain wily an 11R.. 1 growth rate of 3%/ per annumn
Is used for femiale-headed families, as opposed to 8%7, 12%, or 16% under AFDC:

1. H1.R. 1 limits earnings disregards, and thus reduces excessively hligh break-
even p~oint-, under AFDC.

2. II.R. 1 replaces a poor quality control system withl an efficient, automated,
national systems.

3. 11.1t. 1 replaces a monthly accounting period with alln annual one.
4. H1.R. 1 covers tile working poor, thereby drastically or entirely (depending

upon time State) reducing the financial incentive for desertion.
Most importantly, LI.R. 1 replaces a mniimal amnd ineffective Job training and

placement effort with a major training and job program, including child care,
emiploya bili ty services, and public servic 'e jobs. JNo caseload reduction attribuit-
able to this major effort'is shown in these figUres. We have not reflected this
reduction in order to shlow conservative estimates and in recognition of past

BEST COPY AVAILABLE
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estimates unfulfilled. But we strongly believe that substantial further caseload
reduction will occur. For example, if only 20% of the millions of man years of
training in this bill moves recipients Into positions paying wages higher than
the break-even, there will be about 1.5 million fewer recipients in FY 1977 thani
shown in this note.I

Finally, we should emphasize that lower caseloads-if by this we ineaii in-
creased numbers on the payrolls and a reflection of concern for all those unable
to work-is the goal of all points of view which have been expressed on welfare
reform. We believe 1H.R. 1 is a vital step toward this goal.

CHART OnE

PUBLIC ASSISTANCE CASELOAD: FAMILY CATEGORY
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CHART THE

PUBLIC ASSISTANCE CASELOAD: FAMILY CATEGORY
Rediplenf in Milliono

I24i

~20

16

12

AFDC VS FAP-OFP

CretLaw

%puiepenfor ed'4P.IWof
-ffiffiCur~n La

1972 1973 1974 1975 1976
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CHART 4.-COMPARISON OF ESTIMATED FAMILY RECIPIENTS UNDER H.R. 1 AND AFDC-TITLE IV OF H.R. 1

Fiscal year-

1973 1974 1975 1976 1977

Eligible for Federal benefits----------------------- 19.4 18.7 18. 1 17.6 17.2
Eligible for State supplementation only --------------- 1.2 1. 2 1.2 1.3 1.3

Total-------------- --------------------- 20.6 19.9 19.3 18.9 18.5

Participation rate (percent)----------------- ------ 80 82 84 86 88
Estimated recipients of Federal or State benefits --- 16. 5 16. 3 16. 2 16. 3 16. 3

CURRENT LAW'

Annual
growth

rate
Description ------------------ (percent) 1972

5 year historical trend------------------ 16 11.3
Redu ced estimated ----- --------------- 12 10.9
Ways and Means Committee Report-----__ - .----

Fiscal year-

1974 1975 1976 1977

aBased on fiscal year 1971 average of 9.7 million.

The CI-T1AIRMAN. Senator Hartke, do you want to ask any questions?
Senator Hansen?
Senator HANSEN. Thank you, Mr. Chairman; I do have some

questions.

QUESTION OF W11ET11ER TiERE ARmE STRONG WORK INCENTIVES OR~

STRONG WORK DISI.NCENTIVES ITNDER H.R. 1

Mr. Secretary, in the Washington Post on January 21 appeared an
article by Secretary Richardson which is entitled, "1H.R. 1-A Far-
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Reaching Propoosal for Welfare Reform." In this article he states
that the work'requirements in the bill are matched by strong work
incentives. If you would like to refresh your memory with what the
Secretary states, I have noted alongside there the particular point to
which I am referring:

* * * are matched by strong work incentives. Recipients are able to retain
a portion of their benefits until their earnings reach a certain level, thus always
making it more profitable to work than to accept benefits as sole support. The
Administration has projected a decline In family heads on the Opportunities
For Families under 11.11. :1 from 4.8 million In 1973 to 3.4 illlon In 1977.

I refer to page 3 of the committee print: welfare programs for
families. I would ask you, Mr. Under Secretary, do 'you-attribute
this projected decline to the strong work incentives in H-.R. 1?

Mr. VENEATAN. Yes; to an extent you would have to take into con-
sideration the work incentives, the job training prograins; you would
have to take into consideration the availabito services for day
care, for example, so that women can work andf get into the employ-
mnent market, work themselves off of welfare. You would also have
to take into consideration the rising wage base which would work
them out of eligibility for income supplementation. All of these fac-
tors would have to be considered.

But we do feel that the job training and the work incentives pro-
visions of the bill will have an effect in ultimately bringing a lot of
these people beyond the level to 'where they would be entitled to
benefits.

Senator HANSEN. In the hearings here yesterday the Secretary, I
think, agreed that the 67-percent tax rate was not an incentive to work
more to earn more. Then how would you expect the caseload on this
OFF program, Opportunities For Families, to decline f rom 8.4 million
in 1973 to 3.4 million in 1977?

Mr. VENEMAN. I did not get the impression that the Secretary said
that 67 percent, the retention of $1 out of every three, was a disin-
centive. That may have been a misinterpretation, Senator H-ansen, be-
cause I think he was pointing out that there are other means of
increasin-

Senator HANSEN. I think what he said was, or at least the impres-
sion I got was hie said the 67-percent tax rate was not an incentive
to work more to earn more. I think he said it was too high, that when
you tax a person $2 out of every $3 they make-maybe I misunder-
stood him.

Mr. VENEMAN. No: I think perhaps it is a matter of interpretation.
I think what he was saying is that this still provides an incentive. Of
course, with a 50-percent tax rate, if they kept $1 out of $2 there
would be more incentive; if they kept every dollar that they earned
it would be even more, but he 'was pointing out -what happens ulti-
matelv with Your caseload and with your costs. But we feel the way
that HT.R. 1 is structured the breakup point ait $4,140 is the appro-
priate breakup point for earnings and that requires a 67-percent tax
rate.

Senator HANSEN. Well, if I may, Mr. Chairman, I wonder if we
mi~vlt. in light of the response that Secretary Veneman has made,
could I ask the staff to put up on the easel over there the red lettered
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charts Nos. 7 and 8 depicting the situation with respect to Chicago and
New York City.*

I want to explore with you, if I may, what I think are some disin-
centives, and to determine if I can, if you agree with me, that when
you tax peo ple at a rate of 67 percent it is not indeed a disincentive.
I have a feeling that it is, and I thought that the Secretary yesterday
implied agreement with the conclusion I reached. Maybe I misunider-
stood.

I am well aware that the complete objectivity of these charts has
been challenged by HEW, Mr. Secretary. Let me preface my remarks
by saying that I would point out, however, that Medicaid benefits on
chart 7 and chart 8, begin for chart 7 with an indicated $910 benefit if
the earnings are zero, and chart 8, the one on our right, indicates that
in Chicago, or rather in New York City, the benefits there for Medi-
caid are indicated to be $870 at zero.

Mr. VTENEMAN. And I think, Senator H-ansen, in order to really
understand what we are talking about here, we are talking about the
average cost of Medicaid; it jis taking the number of recipients and
dividing the costs into it so this is really not a benefit unless you
happen to be average.

Senator HANSEN. With that preface, I wonder, Mr. Stern, if you
would be kind enough to step over to chart 8 because it is the one most
visible for everyone in the room here and to just follow along with me,
if you will, as I try to call attention to what I think are some i athe~r
obvious work disincentives.

II submit that under this table a femiale-headed family of four in
New York has little reason to try to increase her earnings f romn $2,000
to $3,000 per year. At $2,000. her total benefits would be $6,136 and by
going to $3,000 they increase to $6,226 or a, total of $90. Would that be
the way you figure that, Mike?

Mr. STERN.. Yes, sir.
Senator HANSEN. I suggested to earn an additional or to have the

initiative or the incentive to go out and earn an additional $1,000, and
to wind up with total benefits of only $90 seem-s to me not to be much
of an incentive. Would you agree?

Mr. VENI AAN. It is not much of an incentive and, again, eto
H-ansen, we feel this does not reflect what really occurs with the public
assistance population in New York City. They just do not htvve all of
these benefits to the extent that is detailed on that chart, and I think
these charts have a tendency to distort really what is going on, and
leave the wrong impression about what the benefits are, available to
people in New York City, Chicago, Wilmington, and Phoenix.

Senator HANSEN1,. Well, I know yesterday the point was made, I
asked the Secretary if these charts and the others that were presented
did not disclose the facts, would the right charts be submitted, and I
believe the Secretary responded by saying that in his judgment the
charts that had been labeled "Senate Finance Comm-ittee Charts""*
did disclose as nearly as you were able to what you thought the facts
were. Am I right about that?

*Chart 7 appears on page 59;- chart 8 appears on p. 60.
**Tlle charts referred to appear on pp. 75-84. The heading was modified to reflect the fact

that they were not prepared at the request of the Finance Comittee.
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Mr. VENEMUAN. Yes. If we were going to go this route, we do not be-
lieve the charts themselves reflect the provisions of H.R. 1 or the
existing law, for that matter, but if we are going to go this route, we
are saying let us take benefits and income on both sides, let 'us take
into consideration all the factors that occur when earnings increase,
let us take into consideration the fact that as earnings increase they
are entitled to fringe benefits, and

FRINGE BENEFITS

Senator 1-JANSEN. When you speak of fringe benefits, I suppose we
think of such things as vacations and-

tMr. VENEM1AN. Health insurance policies, pension programs, other

Senate o rHANSE.N. Yes. May I say that for the most part these pro-
grams are programs that will1 not actually come into fruition until
some long time down the road. When you talk about social security
and pension plans, as far as violations go, if a person is on a 152-weeks
vacation by virtue of not working at all I suggest that to top it off
with 2-weeks vacation is like handing a drowning man a glass of
water. I do not think hie needs it and I do not think it would be of
much interest, to him.

Mr. VENEMAN. Hle could moonlight during that 2-week period and
make more money.

Senator HANSEN. I just spoke about a tax, I think, about 91 percent
when you go from $2,000 to $3,000, you keep $90 out of a thousand.
This same female-headed family of four would be able to keep only
$3, not $300 but only $3 out of a $4,000 raise, if she were to move from
the $2,000 earnings bracket to the $6,000 earnings bracket.

If I figure correctly, and I am not sure that I did at all, that would
be a disincentive tax of about 99 percent. She is keeping $3 out of a
$4,000 raise.

Mr. VENEMAN. Of course, when she gets to that point she is no
longer in H.R. 1, she has no H.R. 1 benefit. She has a small State
supplement and, again, you know, all these things have to happen, she
has to be in public housing.

Senator HANSEN. I quite agree with you but I think that if we are
going to try to determine how the program is going to work these are
some of the things we have got to look at.

The study to which I referred yesterday, the Tella study, indi-
cates that, people have a lot of different ideas. One of the things that
surely) will happen as total income increases, whether it be from earned
income or welfare support or a combination of these two is, No. 1, a,
mother or a woman working at least part-time likely will work less
time than she did earlier. This would be the situation with the father.
She would be inclined, other things being equal, to work less time
and, as far as the mother in the family goes, shie would probably be
inclined as she viewed, on the one hand, the slight miiarginal bene-
fits of being able to keep only a small pittance of the total earnings.
and to compare that with the advantages of not working at all, and
being02 almost as well off, the Tella study indicates, that very likely
she would drop out of the work force.

Mr. VE-NE-AN. Of course, Senator, this gets back to, you know, this
is why we prepared the chart the other way to take into consideration
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(all of the factors. This same situation from $2,000 to $6,000 in New
Yorkc if you take into consideration such things as the value of the
f ringe benefits and the other factors exclusive of medicaid and public

hosn, she comes out with about $2,500 better off by moving up in-
Stead of the $2 or $3. So, you know, I think most women who are,
working at a Job at $2,000 and somebody walked up to them and
said, "I am going to give you a job ait $6,00," they would grab it in
a minute.

Senator HANXSEN. If it were not for 11.R. 1.

COx'INthxTION IJNmER T1.11. 1 OF FEATURES OF PIIESENr LXW

Mr. VENEMTAN.. H-.R. 1 does not have a thing to do with it, does not
have one thing to do with it, because everything you are talking about
these charts exists under present law also with the exception of the
first column on payment.

Senator IIA NSEN If this is true how do you account for the wel-
fare rolls increasing all the time?

Mr1. VENEM3AN. I think there are several factors that have occurred.
I think one of them, of course, is the vast separation that has taken
place in this family. We find a great number of more female-hecaded
households. I think the changing attitude has a lot to do with it. Eco-
nomnic conditions in some of the urban and rural areas, there are a goodl
miany f actors that are involved. But I think it should be made very
clear in New York City that woman is going to receive just as much
money under present law as she does under 1-I.R. 1, so every bad thing

ve are talking about on those charts exists now.
Senator HANSEN. What you are saying then is II.R. 1 really is not

much of an improvement over what we have got and we all agree it
is a mess.

M\r. VENEMAN. Yes, we do feel it is an improvement over what we
have now.

BENEI N Ni,,w YORK CITY'r H'F 1E'N~mr EARNINGS LEVE1,Ls

Senator HANSEN. Well, let us use another example. You accused me
of getting off the program which I did, when I went to $6,000. That
seemed not to be an inordinate salary to me but let us compare the
situation of earning $2,000 with that of earning $4,000. If my arith-
metic is right this femiale-headed family of four could double her
value in the eyes of her employer, she could get $4,000 instead of $2,000,
wid~ shie wNould be exactlNI$167 better off.

A1r. VENEMAN. Our chart says she would be $1,200 better off, Senator

Senator HANSEN. I guess if I were trying to sell H.R. 11I sure would
not want to use these charts.

Mr. VENEMAN. We have been trying to avoid it as much as possible.
[Laughter.]

Senator HANSEN. I do submit they seem to be pretty factual. I know
that when you say that the situation is not typical because there are
benefits that do not accrue to a majority of the population, I admit
that is right. I am just pointing out

*8ee page 60.
**See( page~ 83.
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Mr. VENEMAN. It is just a minority, S niator.
Senator HANSEN. About 7 percent of the people on welfare are in

public housing, I would be interested to know what percentage of the
welfare recipients in New York are in public housing.

Mr. VENEIVAN. In New York City it would be about 8, 92 percent
are not in public housing.

Senator HANSEN. Are not in public housing. If they are not in public
housing then there are other benefits they are getting, is this not true?

Mr. VENEMAN. Not necessarily.
Senator HANSEN. Well, medicaid-
Mr. VENEMAN. I do not think public housing is that much of a

benefit. They may not have as good housing, but I think that in New
York, 8 percent live in public housing. Some 92 percent of the recipi-
ents in New York, am I right, you know we, are not talking about,
92 percent of the recipients when we look at these charts and whyv
these figures, I think, really distort the present system and what we
are trying to do.

Senator HANSEN. I submit that in lieu of public housing in the past
we have had such things as rent supplements, we have had other pro-
grams. I asked yesterday if H.R. 1 would cash out the food stamp pro-
gram, and the medicaid program benefits, and I think the response
was-well, I have forgotten precisely.

Mr. VENEMAN. The answer, Senator H-ansen, is it does cash our food
stamps for the public assista 'nce recipients but the Food Stamp Act is
a separate act, separate from the Social Security Act.* Therefore, there
will be some people in the country who will stillbe eligible, but for all
intents and purposes the people we are dealing with it cashes them out.

Senator HANSEN. You make the point I was just going to try to
make and you have done it better than I could and it is extremely
difficult, if not well right impossible, to consider H.IR. 1 in a vacuum.
I think you have to take into account other factors and, it seems to
me, one of the factors which has been overlooked almost entirely is
what it does to motivation, what it may do to other people when you
talk about doubling the welfare rolls which some people contend will
be an inevitable result if this legislation were to be enacted. Then I
think when we try to project costs and what we are doing it is im-
possible to say just on the pure statistics of welfare recipients as we
know them now what may be the case 5 years f rom. now, because if a,
person sees himself not better off than 'his neighbor alongside him
who is not lifting a finger to try to do anything productive, and here

he i wokin had ful tmethei Iam. not sure at all that we cani be
too certain when we say that the welfare rolls are going to go down.

IFuTuRE INCREASES IN-, $2,400 i3r2NEFIT LEVEL

This is one page to which I refer, shows that people in the OFF pro-
gram, the Opportunities For Families, would drop from 4.8 to 3.4. 1
think it overlooks the fact which Senator Curtis brought out that
every time, every 2 years, there are increases in social security benefits,
and I would ask you, do you have any illusions that if we were to start
this program out now with $2,400 minimuin basic assistance that it
would not be raised beyond that figure 2 years from now?
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Mr. VENEMAN. I would not try to put a time frame on it. I am
sitre a bill will be introduced.

Senator HANSEN. Maybe not that long, maybe next year.
Mr. VENEMAN. I am sure legislation will be introduced to do it.

But it just depends on a lot of factors. I think, Senator, the thing you
might want to put into perspective is at least you, the Members of
this Senate and this Congress, are making the decision. Presently the
State legislatures make that decision for you. They raise the benefits
in the States and we do nothing but pay the bill. So at least if you are
going to spend more Federal money you are going to be the one who
has the decision.

BENN~crIN~ PRlONE PRIOR MISTAKES

Senator HANSEN. Well, our track record in dealing with the welfare
program is not one of which I am particularly proud, and I would
hope that we could benefit by some mistakes that seem to me now to
be glaring and obvious. I cannot think that pursuit of a course that all
history recommends we not take makes good senseinow based upon the
assumption that if we continue it or if we expand it at least it will be
our error again. I think we made plenty of them and I suggest that
the alarming rate at which welfare rolls are expanding, the loss of
jobs that come about in this country, not because there are not people
to do them but because they can be done better and more cheaply
abroad, seems to me to argue persuasively that we take a real hard
look at what we have done and to try to see if indeed this is the way we
think we should be going. I have the feeling it is not the way we should
be going.

Mr. VENE-AAN. I think, Senator, the chairman, put his finger on
what we are attempting to do when he had the figures up oni the black-
board. The incentive in this program is to take employment. You men-
tioned the fact that, you question what is going to happen to the ethic
of this country when you see people working, living next door, to
somebody who is better off not working. That happens now. It would
not happen under HT.R. 1. I think the real weakness we have in the
present system, Senator Hansen, is the fact that we do not supplement
incomes to any extent except under the 301/3 rule. But when you look
at an intact family a husband and wife and children who are earning
money but in an amount less than welfare standard there is an incen-
tive for him to leave or for him to become unemployed and become
eligible. This simply says instead of paying him the $3,000 we will
give him a little supplement if hie is working and not earning very
much but in an average case of $1,760, so when we talk about doubling
the caseload perhaps we made a mistake in communicating. I think
it should be understood we are not doubling the welfare caseload, we
are adding to the rolls a group of people whose income would be sup-
polemented, people who are working, not people who are welfare re-
cipients and living entirely off public funds, State, Federal, and local,
but people whose basic income is being earned.

It is not a unique concept. We do it in agriculture, we do it for rail-
roads and a few other people that have misfortunes, and we supple-
ment. It is not a new pattern for Government.
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IN CREASING Tirl,' $2,400 PAY-MENT LEVEL

Senator HANSEN. I am pondering what you say, Mr. Secretary, and
all I igh-lt observe is that in order not to present full-time working
people ith the incongruous situation in -which they find themi-selves
by assuming all of their responsibilities, working full time, and seeing
at neighbor on the other side who lives as well as they do and yet does
not do one thing, you say let us add, let us supplement this wvorking~

n'ils income. But now whenever you start on that course it seems to
me that aill you have done is to shift the problem a little further to
the right. You imade this group happy but what about this next group
just to the right, of this man here whose incomes are not going to be
supplemented, how far do you propose to go? How many people,
should we put ai third of the lpeolple on welfare, ai fourth or 50 percent-

You know, Senator McCarthy last year, I think, said, "Let us not
fool around with this $1,600 bit, let us go to $5,500, that is where it
should be". And there are at great many people who think hie makes
an awfully good case. Trhe only trouble is, if I understand correctly, if
youb wre to adopt his scheme of putting it uip to $5",500, and[ 1 have 11o,

aout a tll but what somebody in good faithi, very seriously straight--
f aced is going to put a bill in to say we itre not goi ng to put it at $,2,400,
1 heard Senator Javits say it should not be that low. At least it should
not be that low if you can get up to $5.500 or whatever- under such at
great scheme if you can keep fooling the people into thinking the
money is going to be paid by somebody else. But I do not believe it is
and I know perfectly well from your great background you do not
believe it, either.

Mr. VENEMAN. Absolutely not, it is un reason able and imp~racticll
even to suggyfest that you go to $5,500.

Senator HANSEN. EAdyet all you are saying is you hope Congr-ess
next year will have the good sense because the decision will be theirs,
to reason "For heaven's sake, we have to stop some place."

Mr. VENEIIJAN. Senator Hansen, you have misinterpreted what I
said. I did not say I hope the Congress would raise it. You asked ine
if I think there would be those pressures and I said yes, I am sure there
will be. I am sure someone will introduce a bill, I am not sure Congress
should do it, I amn not convinced of that.

Senator HANSEN. I misspoke myself, I did not in my reply say that,it was your hope that Congress would raise it. But what T though-t you
said and what I want to say is I thought you were saying that (don-
gress. would recognize that they alone have a handle on this and if it
is going to stop they have got to stop it..

Mr. VENEKAN. What I was really saIng
Senator HANSEN. I am saying we should notstart it.
Mr11. VENEMAN. What I was saying, Senator, is that the decision as

to whether or not it is going to be raised is yours. I was pointing out
in contrast under the present system if the State of California decides
to raise welfare benefits at thousand dollars, $500 that comes out of the
Federal Treasury -without your making a decision. I am saying if it
does go up at least the decision is, you know the ball is in your court.

Senator HANSEN. Well, you know, I have not taken much comfort
inl seeing a catastrophe happen and then everybody gets in a, circle and
points his finger at the other- guy and says, "You are to blame." 1
would hope we might avoid that situation.
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Mr. VENEM1AAN. In H-EW I am- getting usedl to that, Senator.
[Laughter.] z

Seniator- HANSEN. Let me say I do respect your great com-prehiension
of this bill. I know that it is your responsibility and duity to defend it-,
and I am sure that you an-d I do not disagree with the goals and objec-
tives that we have. I will not ask you what your personal private
thoughts are. I sometimes wonder if in the role that you find yourself
in if it is possible always to project your own convictions as well as
you might.

Mr. VENEMNAN. Senator, on this bill I can, and I say this in all lhon-
esty. I am here expressing my convictions on this bill Ihdte priv-
ilege really of being with this committee last eradgigroug
two sessions with the W11ays and Means Commnittee, and I am not here.,
you know, really trying to hold firm on 11.11. I or any welfare reform
proposal. You know, I am here to try to work out a welfare reformi
proposal that can be accepted and would be effective in this country.

I think the time has come, it is ready. If (luring these hattrioogs wve
can come out with something that is better we are receptive.

The CIAIRMAN. Might I just interrupt for a moment to say we are
voting in the Senate. Having gotten involved in a soft ball game with
a torn muscle in my leg andlbeing a little lame I had better start now,
but the Senator can carry on. a little longer and still make the roll
call. Pardon me, I will leave you to Senator Hansen, he will show- you
all the courtesy that the committee would show you with or without
a chairman.

Senator HA N SE1N. Mr. Chairman, just let me say then that I would
like to ask for inclusion in the record at this point some observations
that I have made with respect to the HEW charts, Medicaid and work
disincentive.

(The matter referred to follows:)

HlEW CHARTS-MEDICAID, WORK DisiNCENTIVE

The HEW charts completely disregard a major provision of 11.11 1 which
requires States to charge recipients a medicaid deductible which increases as
earnings rise. Specifically, the deductible Increases 33 cents for each dollar
earned above $720 in Wilmington, Del.; $1,356 in Chicago; and $5,034 in New
York.

Despite this, the H-EW charts show a flat medicaid benefit whose value re-
mains constant as earnings rise.

Medicaid Medicaid
value shown Figure value shown Figurs)

Earnings on HEW chart should be Earnings on HEW chart should be

For Wilmington: For Chicago-Continued
$0-- --------------- $460 $460 $5,000------ ----------------
$720------------------ 460 460 $600----------------------$1,000----------------- 46 7 For NewYork:
$2,000----------------- 460 40 $0------------------- $870 $870
$3,000----------------- 460--------------- $720------------------ 870 870
$4,000 -------------- ------------------------- $1,000----------------- 870 870

For Chicago: $2,000 - ------- 870 870
$0-------------------- 910 910 $3,000----------------- 870 870
$720------------------ 910 910 $4,000----------------- 870 870
$1,000----------------- 910 910 $5,000------------------------------ 870
$2,000----------------- 910 700 $6,000----------------- ------------ 550
$3,000----------------- 910 370 $7,000------------------------------ 220
$4,000------------------------------ 40
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Senator ITANsEN. Well, let me say I, too, want to vote, and I appre-
ciate your always great courtesy.

Mr. VENEM1,3AN. Thank you, Senator Hansen.
Senator HANSEN. Mr. Secretary, then I will adjourn the hearings

at this point. They are to be resumed preceded by a consideration of a
session on child care legislation and following that I suspect it may be
we would like to talk f urther with your Department

M\Ir. VEXEMi! .NIA N. Very good.
Senator HANSEN (continuing). And with public witnesses on

H.R. 1. 1 hope all of you who are interested in it will be apprised.
Thank you very much.

1\r1. VENEMTAN. Thank you, Senator Hansen.
(Whereu pon, at 12 :45 pam., the hearing was adjourned, subject to

call of the Chair.)
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Bureau of Labor Statistics
August 11, 1971

Geographical Variations in Costs of Living
as Measured by Currently Available BLS Data

A. How Costs Vary

The Bureau of Labor Statistics currently compiles an

index which measures the difference in cost, for a sample of

urban areas, of a lower budget for a family of 4,persons.

When the U.S. urban average cost of the budget ($6,960 at

1970 price levels) equals 100, the geographical variation

among mainland areas (i.e., excluding Honolulu and Anchorage)

ranged from a high of 110 in San Francisco to a low of 88 in

nonmetropolitan areas of the South, or 22 percentage points.

Cost in 29 of the 42 sample areas were concentrated

within a range of 10 percentage poinyVs. That is to say, costs

differed by about $650 from low to high in 70:t percent of the

areas in which the budget was priced.

The 38 metropolitan areas and 4 nonmfetropolitan regions (plus

Honolulu and Anchorage) for which comparative budget-based indexes

are published are a subset of the sample of areas in which prices

are collected to compile the National Consumer Price Index for

urban areas. This sample was selected prior to the last revision of

the CPI, and ft includes all Standard Metropolitan Statistical areas

with a 1960 population of one million or more, plus a scientifically
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selected sample of smaller areas. The'area sample cannot be used to pro-

vide State-by-State comparisons of living costs..

The budget data can be combined to produce some regional estimates

by size of place. Regionally budget'costs are lowest in the South,

highest in the West, and decline with size of place. Indexes as of spring

1970 are summarized below:

Size of place___________

Region 11l Mproolta aea Nonmetropolitan
urban All Over 50,000 to regions
areas metro- 1 million 1 million (2,500 to 50,000)

politan________________

Urban U.S. 100 101 103 98 94

Northeast 101 102 102 100 96

North Central 101 101 102 100 97

South 93 96 971 94 88

West 105 105 108 98 100



330

No information is available from the BLS program on urban/rural

differentials in living costs or price levels.

B. What accounts for the variations

As a matter of logic it might be expected that spatial variations

in living costs would result principally from differences in shelter cost

which are affected by local land values, those service components which

depend on local supplies of labor, and taxes at State and local levels.

In practice, however, it is difficult to quantify the relative impact of

these sources of variation on the overall differentials in budget costs.

Calculating procedures do not provide separate totals for all of the

service items, or for the different kinds of taxes included in the budgets;

hence analysis of these spatial differentials is not possible.

Food and shelter cost differences could be assessed. Kendall

Coefficients of rank correlation were calculated for shelter compared with

the total costs of consumption, and also for food and total consumption.

Although shelter accounts for only a fifth, and food a third, of the total

in the lower budget, the correlation coefficient for shelter was sub-

stantially higher than for food, as indicated in the summary below:
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Ratio of Kendall Coefficient of rank correlation
total familyRagoferrrun
consumptionRagoferrrun

Shelter .20 .61 .50-.71

Food .34 .50 .39-.61

Conceptually budget-based spatial comparisons were designed to

answer the question, "How much more does it ~cost to live in one community

than in another?", rather than the simpler question: "How much lower or

higher are prices in one area than in another for a fixed market basket of

goods and services?" The approach to the, budget measurement problem was to

describe or define a level of living (e.g., the "lower l evel) in terms of

a-list of goods and services, for a specific family type, which could be

priced in selected locations. For a number of the components of family

consumption, the items priced in each'4ocation are the swme. For other

components the list varies from place to place, in an effort to reflect

differences in the conditions of living in each place. For each such

variation, a judgment was made by the budget maker that it represented not

a n identical, but aa equivalent level of living from place to place.

Variations or adjustments to effect a comparison of equivalent

levels are incorporated into the following components of the budget

comparisons:

Food at home: Regional variations in food consumption patterns.

Shelter: Climatic differences in quantities and types of fuel and

utilities consumed.
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Transportation: Size-of-place differ'eces in the weights for

auto ownership and usage.

Clothing: Climatic differences in quantities of selected items.

Taxes: Differences in outlays determined by geographical

differences in cost of the consumption -items and by State and

local tax regulations. (Services provided for taxes not

evaluated.)

In addition, all of the components are affected by variations in

t~ie budget quantities for metropolitan and nonnietropolitan areas.

The extent to which judgment-based variations in the weights

have affected the spatial indexes has not been documented for all areas

but the following comparison for 5 areas (based on 1969 intermediate

budget costs) illustrates the magnitude of the differences from this

source:

Indexes for
total consumption costs
Dallas, Texas-lOO

Based on Based on
published constant
(variable) (U.S. urban average)

budget weights weights

Boston 117 114
Detroit 105 102
San Francisco 114 112
Small Southern cities 91 91
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II. Various measures that could be used for PAP differentials and the

requirements to develop them.

A. Measuremnt of rice differences in various places.

One method for measuring living cost differences from place-to-place

would be to measure differences in the level of prices, only this could

take the form of inter-area or interspatial price indexes, of a form

similar to the present Consumer Price Index, which is designed to yield

a measure of price differences over time.

The present CPI dIoes not yield data that can be used for place-to-

place comparisons of prices. The major reason is that the purpose of the

CPI is to generate a measure of changes in prices over time. Thus, a

typical price comparison entering the CPI consists of prices for an

identical item in a particular retail outlet, gathered in successive

months or quarters. Blut if one is interested in price differences between,

two cities, the CPI prices need not afways provide direct information on

this question because the varieties of items selected for pricing may not

be the same in the two cities, Aind also because the retail outlets may

not be comparable. An example may make this clear.

To make the example as simple as possible, consider only two cities

(A and D), one product, which comes in at least two varieties (call them

1 and 2) ,* and we have two time period, I and II. In present CPI practice,

- * For example, if the product is a refrigerator, 1 and 2 might be a

frost-free model and a manual-defrost type, or a 13-foot size and a
16-foot size.
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a retail outlet is chosen for pricing and the item and variety are

selected in each outlet. Suppose variety 1 is selected in city A and

variety 2 in city B. Then for the two time periods, I and II, we have

four prices gathered, which we may label as Al Al , 1,B I n

constructing the CPI the price for variety 1 in city A in the first

period is compared with the identical price gathered in the second

I Iiperiod (in other words, it compares A1 with A1 ), and the same comparison

is made for variety 2 in city B. 'These data are adequate for measuring

price changes over time.

However, strictly speaking, an index of place-to-place price

differences would need the price of either variety 1 in both cities, or

variety 2 in both cities (that is, either A1 and B1, or A2 and B2) in any*

time period in which the comparison is to be made. If one were to base

the place-to-place comparison on the available CPI prices, this would

- I I
result in a comparison of, for example, A1 with B2 . But these two prices

night differ mainly because one variety of the product was more expensive

than the other, and this comparison would be misleading as an indicator of

price differences in different-places.

To construct an index of prices valid for place-to-place comparisons,

additional pricing should be instituted. Also, prices collected should

represent the goods and services purchased by the kind of families for

whom the index is constructed. For an inoiex of the traditioned type, the

same "!market basket" would have to be priced in each city or area for which

place-to-place indexes are to be computed. Maintaining comparability of

items in an interspatial index is more difficult than in the present CPI.

For one reason, in the CPI the same pricing agent normally returns to the
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store in the second pricing period and examines the item to make sure

it is the same as the one priced earlier. In an interspatial index,

this important personal control over the items priced would probably

not be possible. Another problem arises from the fact that there is

often a range of prices on the same item in different outlets in the

same city. Sometimes the higher-priced outlets may, be providing

additional consumer services. But if one happened to select high-priced

outlets in one city or area and low-priced in another, the resulting

index would give a misleading impression of differences in prices between

two areas.

In addition, it may not be possible to find the same varieties,

housing for example, in each area for: which the interspatial index is

to be computed. This is exactly analogous to the quality problem in

present price indexes. Research is underway on methods of handling this

problem, and the results would be applicable to the CPI and to an inter-

spatial index.

B. Measiiring living cost differences in various places.

It is clear, however, that a measure of price difference only, the

iraditional form of price comparison, would have deficiencies as a measure

of place-to-place differences in living costs. An important defect arises

from differences in consumption patterns caused by differences (such as

climate) in the areas themselves or by taste differences. It nay be

impossible, for example, to obtain in 1!iami a price for heavy winter

clothing of the type worn in'northern 11iiinesota. These problems may mean

that it is impossible to price an identical market basket in different
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cities and some compromise may be necessary. If pricing the same

market basket is required, it is quite possible, when consumption

patterns differ, to find that pricing a Maine market basket in

California indicates prices are higher in California, but pricing the

California basket in 14aine shows higher prices ini Maine.

The problem of different or changing consumption patterns is also

present in price indexes which measure price change over time. However,

-it promises to be more intractable in place-to-place comparisons because

there are probably greater interspatial differences than occur over

relatively short periods of.time.

Although there are many practical and conceptual difficulties in

constructing indexes of interspatial price differences, such measures

would be feasible with present knowledge. The present price gathering

apparatus of the CPI, would have to be augmented to develop an expaned

pricing mechanism, and also to answer through conceptual and procedural

difficulties - including those mentioned above and others not discussed

in this memorandum.

An alternative measure would be to compute, instead of an inter-

spatial price index, an interspatial index of the true cost of living.

A cost of living index differs from a price index in that it measures

the cost-of a constant level of satisfaction, rather than of a constant

basket of goods and services. Research on developing a cost of living

index is now underway in the Research Division of the office of Prices.

Research is presently oriented toward producing a cost of living- index
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index for some major groups of consumer expenditures for comparisons

over time, but the results could also be applied to the problem of

measuring interspatial living cost differences.

It should be emphasized that estimating a cost of living index is

a major research endeavor and final results will not be forthcoming in

the immediate future. Many difficult problems remain to be explored.

An example of one such problem is differences in the environment. Since

the cost of living index seeks to measure the cost of a constant level

-of satisfaction, one cannot ignore the fact that areas differ in amenities,

climate and other factors. Since people are often willing to accept a

smaller income to live in more desirable areas, the cost of living index

must take these factors into account. However, it remains true that

pricing a fixed market basket for interspatial comparisons does not avoid

the environmental problem, it merely ignores it.

C. Fage or income differences in var~otts-places.

Wage or income differences have sometimes been suggested as a proxy

for living cost differences between two areas. The rationale for this

idea is an extension of the famous phrase by Adam Smith, who wrote that

"The whole of the advantages and disadvantages of the different employ-

ments9 of labor ... ' must ... be either perfectly equal or continually

tending to equality."* Thus, if some areas have lower prices, applica-

tion of Smith's principle would mean that we should expect the low-price

*Wealth of Nations, p. 99. Smith was writing of occupational choice
within an area or region, which is why-.applying the idea to interarca
differences is described as an extension.
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areas also to have lower wages. Otherwise, the whole of the advantages

would not be equal, and we would expect that people would tend to move

into the low-price areas (which would tend to dep ress wage levels).

There are several reasons why one should not accept too uncritically

tbsprinciple as a justification for using wages to measure living

'-rt.s. For one, the principle applies to equilbrium situations. In a

dIynamic, growing economy, disequilbrim situations are more often en-

countered, and if some areas have surplus labor while others need more

workers, wage rates will reflect these stimuli as well as the "advantages

and disadvantages" of the respective areas. Another is that Smith very

clearly wrote that the "whole of the advantages and disadvantages" must

b)e equal, not just that the ratio of wages to prices must be equal.

Hence, areas that are particularly attractive may continue to attract

labor even if wages are relatively low and prices relatively high.

The idea that wages and prices, or that wages and the cost of living,

are so highly correlated that one can be used as a proxy for the other

must be regarded as an unproven hypothesis, rather than a fact. But it

is one that deserves exploration, since if the hypothesis were found to

be approximately correct, it would be far easier to estimate living cost

differences from available wage data than to construct either interspatial

price indexes or intcispatial cost of living indexes.

There is a great body of literature on the determinants of migration
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which is indirectly relevant to the hypothesis (miost of the migration

literature starts from the hypothesis that migration ought to be

related to wage differences among areas). The migration literature

has found that, although over long period of time, migration does

proceed from low wage to high wage areas, wage d-ifferences are not a

good explanation for migration over shorter intervals. Not unexpectedly,

this literature has found that the migration decision is a complex one

that must take into account a range of factors.

In addition to the points raised in this discussion, it should be

noted that the use of an earnings-based differential would fit one of

the objectives of the welfare reform plan, namely, the objective of

getting people off welfare rolls and on to payrolls.
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CON TENTS

Charts:
1. The WIN program has not kept pace with increases in the welfare

ro lls - - - - - - - - - - - - - - - - - - - - - - - - - -
2. What happened to 551,000 AFDC recipients found appropriate for

referral to W IN ? - - - - - - -- - - - - - - - - - - - - -
3. W in dropouts - - - - - - - - - - - - - - - - - - - - - - -
4. Status of WIN enrollees ------------------ --------
5. Few WIN enrollees participate in other Labor Department Man-

power programs - - - - - - - - - - - - - - - - - - - - -
6. Wiing continues to be a major activity of WIN enrollees ---
71. An increasing number of WIN trainees cannot find jobs-----
8. Registration and work requirements -------------
9. Work and training provisions-1---------------

10. Work and training provisions-2---------------
11. Labor Department plans for OFF registrants ---------
12. H.R. 1: What each dollar earned will cost a family of four in Wil-

m ington, D el-- - - - - - - - - - - - - - - - - - - - - -
13. H.R. 1: What each dollar earned will cost a faiaily of four in

Chicago, Illinois - - - - - - - - - - - - - - - - - - - - -
14. H.R. 1: What each dollar earned will cost a family of four in

New York City, N.Y -- - - - - - - - - - - - - - - - - -
The work incentive program and related provisions of H.R. 1:

Present law - -- - - - - - - - - - - - - - - - - - - - - - - -
Impact of the work incentive program during its first 2y2 years ----
Comparison of 1970 Senate bill and H.R. 1 -----------

Tables:
1. Work incentive program: Enrollment, dropouts, and placement-
2. Work incentive program: Budget plan ------------
3. Status of W IN enrollees - - - - - - - - - - - - - - - - - -
4. Work incentive program: Cumulative enrollees, terminations and

end-of-month enrollment by State, actual June 30, 1970, and
December 31, 1970, and estimated June 30, 1971 and 1972----

5. Number of work incentive program enrollees in on-the-job train-
ing or in special work projects (public service employment),
by State, April 1971 - - - - - - - - - - - - - - - - - - -

6. Persons leaving the WIN program, by State, as of April 30, 19711-
7. WIN enrollees ready for jobs, in jobs, and waiting for jobs ---
8. Work incentive program: Holding categories as a percent of end-

of-month enrollment (E.O.M.), by month, May 1970 to April
19 7 1 - - - - - - - - - - - - - - - - - - - - - - - - - -

9. Amount received by a family of 4 with 1 member in training --
10. Selected characteristics of WIN enrollees by year--------
11. Number of WIN enrollees and graduates at work -------
12. Work incentive program: Now entrants, terminations, and month-

end enrollments by month, May 1970 to April 1971 -----
13. Average hourly wages and average hours worked per week of

WIN employed graduates, by major occupational category,
fiscal years 1971 and 1970 -----------------

14. Average hourly wages and average hours worked per week of
WIN employed graduates by major occupational category,
July 1, 1970 to March 31, 1971 --------------

15. Cumulative Federal dollar amounts obligated and authorized slot
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CHARTS AND DESCRIPTION OF H.R. 1

(1)
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Chart 1

The WIN Program Has Not Kept Pace With Increases in the
Welfare Rolls

Although the work incentive program was created in the -hope that
it would be an effective tool in helping welfare recipients to achieve
greater economic independence, it has, in -fact, had very little impact
on the welfare rolls.

As the chart opposite illustrates, in the period since the WIN pro-
gram began operating, from July 1968 to March 1970, there was an
increase in the number of families receiving AFDC of 1,169,000. The
total number of families refoijr ,ig AFDC in December 1970 was
2,552,000.

During the first 2 / years of the WIN program, welfare agencies
determined that 511,000 fathers, mothers, and -other persons over age
16 receiving welfare were appropriate for referral for work and train-
ing. However, of those determined to be -appropriate, only 3,98,00
were actually referred. And, of those referred by welfare'agencies,
only 229,000, less than one-half of those found appropriate, were en-
rolled in the work incentive program by the Department of Labor.
Finally, only 20,000 AFDC cases closed within this period were attrib-
utable to employment or increased earnings following participation in
WIN.
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The WIN Program Has Not Kept
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Chart 2

What Happened to 511,000 AFDC Recipients Found Appropriate
for Referral to WIN

Under the Social Security Act, it is the responsibility of State wel-
fare agencies to assess welfare recipients to determine whether they
are appropriate for referral to work or training tinder the work incen-
tive program. If an individual is found to be appropriate, he or she
is then referred to the Department of Labor for enrollment in WIN.

However, as the chart opposite illustrates, nearly one-fourth of the
511,000 AFDC recipients found appropriate for referral in the first
21/2 year,!; of program were in fact never referred to WIN. One-third
of those appropriate for referral were referred by welfare agencies but
were never enrolled in -the program by the Department-of Labor.
About 20 pecent of those found appropriate were still enrolled 'in WIN
on December 31, 1970, while another 19 percent had been enrolled in
WIN but had dropped out with or without good cause. Only 5 percent
of those found appropriate had fully completed their employability
plans under the WIN program and were in jobs. Surveys indicate that
after 180 days, one out of five of these individuals placed in jobs were
no longer employed.
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Chart 3

WIN Dropouts

The chart gives a breakdown of dropouts from the -work incentive
program -as -of December '31, 1970.

Of the 120,000 individuals who have terminated from the WIN pro-
gram, 95,900 are dropouts. Of these dropouts, 24,500 were terminated
without good cause, either refusing to continue in the program, being
separated by'administrative decision -for misconduct, or else they could
not be located.

The remaining 71,400 dropouts are categorized as 'leaving the pro-
gram with good cause, -and -are broken down in the following manner:

Illness or pregnancy ---------------- 18,000
Moved from area ------------------- 8400
Child care not available ------------- 12,000
Other good causes----------------- 33, 000



349

WI N Propouts
(as of December 31, 1970)

Pregnancy
5*/ Moved from

'0000area 9



350

Chart 4

Status of WIN Enrollees

This chart shows the status of the 106,200 enrollees in the work
incentive program as of April 30, 1971. Of these individuals, 15,100
were awaiting their assignment to their next training component,
while 5,200 were, awaiting their first assignment. Another 7,400 indi-
viduals had completed their training but had not been placed in jobs.
Together, these groups constituted 28 percent of the enrollees, con-
stituting what the Labor Department terms the "holding" category.
Persons in this category were not actually receiving any training.

By far the largest group of those enrol led in 'WIN were engaged
in institutional training, which is composed of basic education (22,700
persons) and institutional skill training (25,900 persons).~ They re-
ceived general upgrading of their eduation; often this training was
not related to skilIls leading to employment. Another 8,700 were in
orientation and assessment. Together these groups constituted 56 per-
cent of the enrollees.

On-the-job training constituted about 11/2 percent of the April
enrollment, with 1,400 individuals so placed.

Special work projects (public service employment) constituted
about 1 percent of the enrollment, with 1,100 participants.

Finally, in a trial work or followup status there were 12,900 par-
ticipants. These individuals were actually on jobs but continued to be
under the supervision of the WIN program for a 90- to 180-day period.
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Status of WIN Enrollees
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Chart 5

Few WIN Enrollees Participate in Other Labor Department
Manpower Programs

Although the Labor Department has repeatedly stated that it has a
vast array of manpower programs that are open to WIN participants,
only a small proportion of WIN enrollees have actually participated in
other manpower programs. As of December 31, 1970, out of a total
WIN enrollment of 109,000, only 6,400 participants were enrolled in
other manpower programs.

In testimony before the Finance Committee last year, Labor De-
partment officials stated that much greater emphasis was to be given to
getting WIN participants in the National Association of Business-
men's JOBS program. However, currently there are about 700 JOBS
slots being used by WIN participants and this number has not increased
appreciably within the last 6 months.
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Few WIN Enrollees Participate in
other Labor Department
Manpower Programs

WIN enrollment:
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Chart 6

Waiting Continues To Be a Major Activity of WIN Enrollees

Waiting for training or placement, known -as the "holding" category
under the W IIN program, continues to be n major component of the
program. About 27.800 participants were in this category at the end of
April 1971, including 5,200 individuialIs -who were E'waitina initial
training; 7,300 individuals who -were -waiting between training com-
ponents; 7,800 individuals who were waiting because -of such problems
as health or day care; and finally, 7,500 individuals who had finished
their training course 'but who had. not been placed on jobs.

The nature of those in the "holding" category has changed since
January 1970 in th-at fewer persons are now waiting for initial training
than 18 months ago: however, more participants are awaiting place-
ment following completion of training.



355

Waiting Continues to bea
Major Activity Of WI N
Enrol l ees

21,700

40,600

10,000

V2800

56,800

12,900



356

Chart 7

An Increasing Number of WIN Trainees Cannot Find Jobs

Although there have been an increasing number of participants in
the work incentive program. who have completed training, the number
of trainees in jobs has remained almost constant since June 1970. As a
result, the number of WIN enrollees who completed training and were
awaiting placement grew almost threefold between June 1970 and
April 1971.

Detailed figures are shown in the appendix on table 7 (p. 53).

14
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Chart 8

Registration and Work Requirements

Under present law, all "appropriate" welfare recipients must be
referred by the welfare agency to the Labor Department for partici-
pation in the work incentive program. The following categories of
persons are statutorily. considered inappropriate: (1) Children who
are under age 16 or attending school; (2) persons who are ill, inca-
pacitated, or of advanced age; (3) persons so remote from a WIN
project that their effective participation is precluded; and (4) persons
whose presence in the home is required because of illness or incapacity
of another member of the house hold. Persons may volunteer to par-
ticipate in the work incentive program even if the State welfare agency
finds them inappropriate for mandatory referral.

Under H.R. 1 recipients who are found available for work would
be required to register with the Labor Department under the OFF
program as a condition of eligibility for welfare. They would be found
available for work unless they fit within category 1, 2, or 4 above or
within one of these additional categories added by the -bill: (1). A
mother or other relative of a child under the age of 6 who is caring
for the child (beginning July 1, 1974, mothers with children under age
~3) ; and (2) the mother in a -family in which the father registers.
As under present law, an individual not required to register may do so
voluntarily.

Last year's Senate bill, like H.R. 1, would have required registration
of employable welfare recipients with the Labor Department as a con-
dition of welfare eligibility; the Senate bill would in effect have re-
quired that at least 15 percent of the registrants in each State actually
participate in the work incentive program. No such requirement ap-
pears in H.R. 1.

The 1970 Senate bill would also have established clear statutory
direction in determining which individuals would receive employment
or training by generally requiring the Secretary of Labor to accord
priority in the following order, taking into account employability
potential: (1) Unemployed fathers; (2) dependent children and rela-
tives age 16 or over who are not in school, working, or in training;
(3) mothers who volunteer for participation; (4) inividuals working
full time who wish to participate; and (5) all other persons.

Thus under the Finance Committee amendment no mother would
have been required to participate until every person who volunteered
was first placed. H.R. 1, on the other hand, would give the Secretary of
Labor complete discretion in determining which categories of recip-
ients would be given employment and training under the program,
with the one exception that priority be given to mothers and pregnant
women under 19 years of age.

The penalty for refusal to participate in work or training is gener-
ally the same under both bills. The Senate bill, like existing haw, would
require a cutoff of welfare benefits after Labor Department notification
of refusal to participate without good cause. Under H.R. 1, the Labor
Department alone would be able to cut off the payments of an indi-
vidual who refused to participate.
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Registration and Work Requirements
1970 Senate BIll

Registration required
unless person is
-child under 16 (or under

21 attending school)
-il, .disabled, aged
- too remote from
training project

-caring for ill member
of household

-mother of child under
6

*Registrants must be
placed in work or tmaininj
following these priorities..
1)unemployed fathers
2)deperident children and

relatives 16 or over who
are not in school, working
or in training

3)mothers who volunteer
to participate

4)all other persons

o*Payment stopped for
refusal to participate

Ho.R.I
*Registration required
unless person is
-child under 16 (or under
22 attending school)

-ill,disabled, aged
-mother in family where
father registers

-caring for Ml member
of household

-mother of child under 3
(under 6 until1 1974)

#Priority must be given
3 to mothersand pregnant

women under 19 years
old; otherwise,
Secretary determines
who he Will train and
in what order of
priority

*Same
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Chart 9

Work and Training Provisions-I

A major criticism of the Work Incentive Program as administered
by the L~abor Department has been the lack of development of on-the-
job training and public service employment, and the frequent lack of
relationship between WIN training programs and local labor market
needs.

The 1970 Senate bill would have required that 40 percent of the
funds spent for the Work Incentive Program be for on-the-job train-
ing and public service employment. Under H.R. 1 the Secretary of
Labor would decide what kind of training would be emphasized under
the program and how training funds would be allocated. The Senate
bill would have provided that training funds be allocated among the
States on the basis of the number of registrants for work and training.
The bill would also have required the Secretary of Labor to establish
local labor market advisory councils whose function was to identify
present and future local labor market needs; the findings of these coun-
cils would have served as the basis for local. WIN programs. H.R. 1
provides for local advisory committees to report on the "effectiveness
of the training and employment programs."~

The 1970 Senate bill would have encouraged the expansion of public
service employment by -providing 100-percent Federal funding for the
first year and 90-percent Federal funding of costs in subsequent years.
If the public service employment project was in effect less than 3 years,
Federal sharing for the first year would have been cut back to 90
percent.

H.R. 1 provides for a public service employment program which con-
templates job opportunities for 200,000 people a year.-During the first
,year of the program, fiscal 1973, an authorization of not more than
$800 million would be provided; the amounts for later years are not
stated. Federal participation in the cost of an individuals participa-
tion in a public service employment program would be 100 percent for
the first year of his employment, 75 percent for the second, and 50
percent for the third.

As an incentive for employers in the private sector to hire individuals
placed in employment through the Work Incentive Program, the 1970
Senate bill would haw7- provided a tax credit equal to 20 percent of the
wages paid to these individuals, during their first 12 months of em-
plo-yment, to be at least partially recaptured if the employer terminated
employment of an individual during the first 24 months of his employ-
ment. This recapture provision would not apply if the employee be-
came disabled or left work voluntarily. No such tax incentive provision
is provided in H.R. 1.
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Work and Training Provisions"-1
1970 senate Bill H. R. 1
040% of funds to be *Secretary of Labor
spent on employment- decides what kind of
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public service employ- and how training
ment);training funds funds wIl be
allocated based on allocated
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for work and trai*nong

*For public service
employment, 100%
Federal funding for
first year and 90% in
subsequent years;
matching for first yea
reduced to 90% if
project in effect less
than 3 years
'Tax credit foremployer
equal to 20% of first
years wages of WIN
Participant in OJfor
regular employment
if employment con -
tinues at least two
years

*For public service employ-
ment, 100% Federal
funding for individuals"
first year of employment,
75% for second year,
5 0% for third year,
no Federal funding
thereafter

e No provision
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Chart 10

Work and Training Provisions-2

H.R. 1 would centralize responsibility for the provision of sup-
portive services (those services necessary for an individual to par-
ticipate in work or training) in the Department of Labor, and would

provide that they be federally financed and administered. On the
other hand, the 1970 Senate bill had -approached the problem by vari-
ous mechanisms which would coordinate Labor and HEW activities
at the local and national level, and by increasing the Federal match-
ing share for training and supportive services to 90 percent. The
Senate bill would have required that a joint HEW-Labor committee
be set up to assure that WIN forms, reports, and other matters were
handled consistently between the two Federal departments; that -local
welfare. agencies set up units with the responsibility for arranging
supportive services for WIN participants; and that local welfare and
manpower agencies set up joint operational plans specifyinga the kinds
of training to be provided and the kinds of job development to be
undertaken. In addition, the Senate bill would have required local
welfare and manpower agencies to jointly develop employability plans
for individuals to assure that individuals received the necessary sup-
portive services and preparation for employment without unnecessary
waiting.

Last year's Senate bill would not have changed the provision of
present law involving the administrative responsibility for the man-
power portions of the work incentive program. Thought the Secretary
of Labor has this statutory responsibility, the program is actually
administered by State enloyment service offices. In the House report
on H.R. 1, the Ways and Means Committee had this comment:

Such authority and responsibility under the new program is clearly lodged
with the Secretary of Lab-or, not In an office of a State or local government.
The Secretary could never be limited In carrying out his responsibilities by
decisions made at those levels. While the WIN program has helped some recipi-
ents to become Independent, it was a mistake to rely solely on State agencies In
the administration of;1 the program. For under those circumstances it Is not
possible to hold the Secretary of Labor entirely responsible for the results.
Under the bill, however, this responsibility could not be avoided.

Your committee would give the Secretary of Labor the authority to administer
the program In whatever manner will achieve the greatest results In reducing
dependency. If he believes a particular State's employment service is the most
effective Instrument, he is authorized to use it. But first he must satisfy himself
that that agency or any other non-Federal agency can do the Job and achieve
the necessary results. if no agency is available that meets his standards of
performance the Secretary should administer the program directly.

The Senate bill would have continued the WIN training allowance
under existing law of un to $30 monthly. Under H.R. 1, this amount
could be higher if 'his allowances under the Manpower Development
and Training Act -would be more than $30 higher than his Federal
OFF payment plus any State or local supplementary payment. It
appears that in about half the States, this provision would result in
a monthly training allowance of more than $30.

20
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Work and Tra'ining
1970 Senate Bill

*Federal matching for
training raised from
80% to go%; matching
for supportive services
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' Supportive services
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up to 430 a month
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State employment
service off ices

Provisions -- 2
H, R.1I

100/ Federal funding
of training and
supportive services

*Supportive services
provided by Secretary
of Labor

eTrainingd allowance of
at leasf $30 a month

*House report states that
if Secretary finds State
employment service is not
meeting his standards of
performance, there will be
direct Federal administra-
tion or administration
by another non -FederalI
agency
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Chart 11

Labor Department Plans for OFF Registrants

The administration has estimated that in fiscaJ 1973 there rwll be
approxim-ately 2.6 million families in -which at least one of the mem-
bers is deemed -available for employment and registered with the Labor
Department for work and training. Thus there will be at least 2.6 mil-
li registrants; of course, -a number of these families will have two or
more members who will have to register under the OFF program.

The Labor Depyartment contemplates providing 200,000 public serv-
ice employment jobs -and training opportunities for slightly over
400,000 inidividuals in fiscal year 1973. This -leaves about 2 million
registrants under the -program for whom no particul-ar plans have been
made. Quite a large. -number of them presunyably will continue in their
present jobs with income supplementation under H.R. 1; 75,000 train-
ing slots have been allowed for the job upgrading of the working poor.

The Labor Department stresses that other training opportunities
'Will be made av-ailable under other manpower legislation. If the expe-
rience with the WiIN Program indicates the course of the new program,
this may not be a substantial number since only about 6 percent of
WIN enrollees are participating in other manpower programs.
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Labor Pepartmeht Plans for
OFF Reistrants

Total: 2.6 Million
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no particular
plans

02 milton: public
service employment
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Chart 12

H. R.1-- What Each Dollar Earned Will Cost a Family of 4 in Wilmington, Delaware
(Mother With 3 children)

RANGE OF EARNINGS

0-$1,000 $1,00032,000 k000OO$3,000 $3,OOO-4,000

Welfare reduction $ .19 $0.67 $. 67 $.67
Social security tax .06 .06 .06 .06
Stat, Federal income tax -. 01 .02
Medicaid deductible .09 .33 .33 .33

increase---

Subtotal .34 1.06 1.07 1.08
Increase in public .15 .06 .06 .06

housing rent----

TOTAL ct to .49 1.12 1.13 1.14
family for each
dollar earned



H.R. 1: What Each Dollar Earned Will Cost a Family of Four in Wilmington, Delaware

Under H.R. 1, a family's assistance payment would
be reduced by two-thirds of any earnings in excess of $720
p or year. Looked at in isolation, this appears to permit
families to keep, as an incentive for increasing their
earnings, the first $720 pr year of such earnings plus
33 cents out of every dollar above $720. In practice,
however, increased earnings would result in many other
costs to the family in addition to the partial reduction in
their assistance payments. This chart shows some of these

Costs as they would affect a family in Wilmington, Del.,
cA composed of a mother and three "hildren. The four

columns show for various earnings levels how much each
additional dollar will cost the family in reduced assistance
benefits, increased payments for social security and income
taxes, an increase in the medicaid deductible under the
provisions of H.R. 1, and the increased rent a family
would have to pay for public housing under the admin-
istration's proposed housing legislation.

In the $0 to $1,000 range of earnings, the reductions are
rather modest because the first $720 of annual earnings is
not taken into account in determine either the assistance
payment or the medicaid deductible. Each additional
$1,000 of earnings, however, results in costs to the family
which average more than $1 in added cost for each $1 of

added earnings. For example, a family increasing its an-
nual earnings from $2,000 to $3,000 would have to pay out
$1.07 for every dollar of additional earnings. If the family
lived in public housing, the total added cost for each dollar
of earnings would be $1.13. In other words, it would cost
the family $1,130 to increase its earnings from $2,000 to
$3,000. This would be a net loss to the family of $130.

The data in this chart with respect to the reduction in
assistance, income taxes and public housing rent are based
on computations by the bepartment of Health, Education,
and Welfare which assume that Delaware will supplement
the basic Federal assistance payment of $2,400 per year by
$216 which would maintain Delaware's existing payment
level with an increase to compensate for the fact that food
stamps or surplus commodities would no longer be avail-
able. The medicaid deductible would affect families to the
extent that they have medical expenses. It is computed
on the assumption that Delaware will, set the medical
assistance standard at the $2,616 payment level although
H.R. 1 would permit it to set that standard somewhat
higher or lower. Social security tax costs are based on the
employee taxes provided for in present law for 1973 and
later years. The chart also assumes that the administra-
tion's public housing proposals will be enacted.
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H.R.1: What Each Dollar Earned Will Cost a Family of 4 in Chic*g
(Mother with 3 children)

EARNINGS:

Welfare reduction
Social security tax
State, Fid'l income tax
Medicaid deductible

increase
Subtotal

Increase in public
housing rent

TOTAL cost to
family for each
dollar earned

$0- $14o00- $2,000- $3,000- $4,000- $5,000-
't000 $2,000 $3,00 04,00 $5,000 __6p00
$.1.9 $67 $.67 $.67 $.67 C.67
.06 .06 .06 .06 .06

---- .16

.33 .33 .33

.25

.15
.94 1.06 1.06 122
.06 .06 .06 .06

.06

.19

.33

1.2

.06
.40 1.00 1.12 1.12Z 128 1.31



H.R. 1: What Each Dollar Earned Will Cost a Family of Four in Chicago, Illinois

This chart is similar to chart No. 12, but it shows the
cost of each additional dollar of earnings at various earn-
iings levels for at family composed of a mother and three
children in Chicago, Illinois rather than in Wilmington,
Del. The effects in both cities are comparable except that
in Chicago the medicaid deductible would not ho as large
at earnings levels under $2,000 on the assumption that
Illinois continues its present practice of setting a medical
assistance standard somewhat above its payment level
for cash assistance. Also, becA'mse of the assumption that

1Illinois will supplement the basic Federal assistance
Payment, the family would continue to receive assistance

until its earnings exceeded $6,000. As a result, income
taxes could he a significant cost factor for some families
getting assistance. As in the Wilmington chart, this chart
shows that families in Chicago who live in public housing
and get assistance would find their - -,nings profitable
only in the $0 to $1,000 range. Each $1,000 of earnings
above that level would cost the family $1,000 or more in
lost benefits, taxes, and increased fees and deductibles.
Families not in public housing would he. able. to keep as a
net gain 6 cents on the dollar from. earnings in the $1,000
to $2,000 range. Above that, the costs incurred as a result

of increased earnings would exceed the amount of the
earnings.

Tphe data in this chart with respect to the reduction in
assistance, income taxes, ar~d publhIic housing aire based on
compjutations by the Department of Health, Education,
aiid Wulfare which assume that Illinois will maintain its
cash assistance levels with an increase to offset the loss of
food stamp~s. *The figures also assume that the adminis-
tration's public housing proposals will he enacted. Social
security tax costs are bUsed on the employee taxes pro- c4
vided for in present law for 1973 and later years. (

The medicaid deductible would affect families to the C.
extent that they have medical expenses. It is computed on
the assumption that Illinois will set a medical assistance
standard higher than the cash assistance payment level
in the same ratio as its current medical assistance
standard bears to its payment level. Thel~ chart also assumes
that, in reducing the State supplemental assistance,
Illinois will follows the Federal practice of reducing benefits
by only 67 percent of earnings above $720. 11.R. 1 would,
however, permit the State to increase the reduction rate
to as much as 100 percent in earnings ranges above
$4,320.
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N..1: What Each Dollar Earned Will Costa Family of 41in New York City
(Mother with 3 children)

RANE OF
F-ARNINOS:

Welfaire reduction
Social security taxc

SStatefiee aincorm tax
Medicaid deductible

increase

$1,000 $2,000 $3,000 4000 $5,0000 $6000 $7000

4.19 $-67 67 .67 0.67 $.67 $67
.06 .06 .06 .06 .06 .06 .06

- .01 .03 .17 .20 .21
-- -~ -- .32 .33

0

subtotal .25 .73 .74 .76 .90 1.25 1.27
Increase in public

housing rent

TOTAL cost to
f-ami ly for each
dollar earned

.15

.40

.06 .06 .06 .06

.79 .80 .82 .96

.06

1.31
.06

1.33



H.R. 1: What Each Dollar Earned Will Cost a Family of Four in New York City, N.Y.

This chart is similar to chart No. 12, but it shows the
cost of each additional dollar of earnings at various earn-
ings levels for a family composed of a mother and three
children in New York City rather than in Wilmington,
Do). The effects in both cities are comparable except that
in Nowv York there %vouldi ho no medicaid deductible at
earnings levels undcr $5,000 on the assumption that New
York continues its present practice of setting a medical
assistance standlard1 33 percent above its payment level
for cash assistance. Also, because of the assumption that
New York will su ppleinent the basic Federal assistance

Z~ payment, the family would continue to receive assistance
until its earnings exceeded $7,000. As at result, income
taxes could be a significant cost factor for some families
getting assistance. Families in Nowv York which get
assistance are shown by this chart to have a net gain from
their earnings at all earnings ranges below $5,000. For
families wvho do not live in public housing, the amount of
this gain ranges from 75 cents on the dollar for earnings below
$1,000 to 10 cents on the (dollar for earnings in the $4,000
to $5,000 range. Similarly, families in public housing have
a net gain of 60 cents on the dollar for earnings below
$1,000 decreasing to 4 cents on the dollar for earnings
between $4,000 and $5,000. Above $5,000 for families

(whether or not in public housing) the added costs attrib-
utable to earnings exceeds the amount of the increase in
earnings.

T1he (data in this chart with respect to the reduction in
assistance, income taxes, andl public housing are based on
computations by the Department of Health, Education,
andl Welfare which assume that Nowv York will maintain
its January 1971 cash assistance levels with an increase to
offset the loss of food stamp~s. The estimates also assume
that the administration's public housing proposals will be
enacted. Social security tax costs are based on the emi-
ployee taxes provided for in present law for 1973 and later
years.

The medicaid deductible would affect families to the
extent that they have medical expenses. It is computed on
the assumption that New York will set a medical assistance
standard higher than the cash assistance payment level in
the same ratio as its current medical assistance standard
bears to its payment level. The chart also assumes that, in
reducing the State supplemental assistance, New York
will follows the Federal practice of reducing benefits by
only 67 percent of earnings above $720. 11.R. 1 would,
however, permit the State to increase the reduction rate
to as much as 100 percent in earnings ranges above $4,320.
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THE WORK INCENTIVE PROGRAM AND
RELATED PROVISION'S OF H.R. 1
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THE WORK INCENTIVE PROGRAM AND RELATED
PROVISIONS OF H.R. 1

Present law
The work incentive program was created by the Congress as part of

the Social Security Amendments of 1967. It rep resents an at tempt
to cope with the problem of rapidly growing dependency on welfare
by dealing with the three major barriers which prevented many of
the women who headed families on welfare from becoming financially
independent by working:

1. Many recipients lacked the skills necessary to find employ-
ment in today's labor market;

2. Day care was largly unavailable for the children of mothers
on welfare who wished to work; and

3. Welfare reductions which generally equalled net wages pro-
1rided little incentive to work.

The 1967 Social Security Amendments -dealt with each of these barriers
establishing the new work incentive program for families receiving
welfare payments administered partly by State welfare agencies and
partly by the Department of Labor.

.Refen~al for work and training g.-The State welfare agencies were
to determine which welfare recipients were appropriate for referral
for work and training, but they could not require participation from
persons in the following categories:

1. Children under age 16 or going to school;
2. Persons with illness, incapacity, advanced age, or such re-

moteness from a project that they. would be precluded from effec-
tive participation in work or training; or

3. Persons whose substantially continuous presence in the home
is required because of the illness or incapacity of another member
of the household.

For all those referred, the welfare agency is required to assure neces-
sary child care arrangements for the children involved. An individual
who desires to participate in work or training is to be considered for
assignment and, unless specifically disapproved, is to be referred to
the pro gr am.

Work and training program.-Under the law the Secretary of Labor
establishes an employability plan for each person referred. Persons
referred by the State welfare agency to the Department of Labor
must be handled according to three priorities. Under the first priority
the Secretary of Labor places as many persons as possible without
further preparation in employment or on-the-job training.

Under the. second priority all persons found suitable receive train-
ing appropriate to their needs and up to $30 a month as a training in-
centive payment. After training as many persons as possible are placed
in regular employment.

Under the third priority, the employment office is required to make
arrangements for special work projects (public service employment)

(33)
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to employ, those who are found to be unsuitable for the training and
those for whom no jobs in the regular economy can be found at the
time. *These special projects are to be set up by agreement between
the employment office and public agencies or nonprofit, private agencies
organized for a public service purpose. It is required that workers
receive at least the minimum wage. (but not necessarily the prevailing
wage) if the, work they perform is covered under a minimum wage
statute. In addition, the work performed under special projects may
not result in the displacement of regularly employed workers.

A central idea of the public service employment program is that in
most instances the recipient would no longer receive a check from the
welfare agency. Instead, hie would receive a payment from an em-
ployer for services performed. The entire check would be subject to
income, social security, and unemployment compensation taxes, thus
assuring that the individual would be accruing rights and respon-
sibility just as other working people do. In those cases where an em-
ployee receives wages wvhicb) are insufficient to raise his income to a
level equal to (1) his welfare check plus (2) 20 percent of his wages,
a welfare check equal to the difference would also be paid. In these
instances the supplemental check would be issued by the welfare agency
and sent to the worker.

Penalty for re 'fusal to participate.-A refusal to accept work or
undertake training without good cause by a person who has been
referred must be reported back to the State agency by the Labor
Department; and, unless such person returns to the program within
60 day s (during which he would receive counseling), his welfare pay-
ment is required to be terminated. Protective and vendor payments
are to be 'continued, however, for the dependent children to protect
them from the faults of others. Very little information is available
as to how many people have lost payments under this provision (al-
though it would appear that very few recipients have) and the extent
to 3vhich protective or vendor payments have been used.

Non-Federal share.-The States have to meet 20 percent, in cash or
in kind, of the total cost of the manpower training program (excluding
the special arrangements related to public service employment).

Earned income disregard.-Under the 1967 amendments the earned
income of each child recipient who is a full-time student, or is a part-
time student not working full time, is excluded in determining need
for assistance. In the case of any adult or child who is not a student,
the first $30 of earned income pl us one-third of the remainder of such
income for the month is disregarded.

Impact of the Work Incentive Program During Its First
Two and One-Half Years

Funds were first appropriated for the work incentive program in
July 1968. Operations under the program since that time have been
disappointing, and it has had almost no impact onl soaring welfare
rolls. According to administration figures 511,000 welfare recipients
were found appropriate for referral to the work incentive program
through December 1970. However, 22 percent of those found appro-

prite were never actually referred to the work incentive program;
and-another 33 percent were referred but not enrolled. Of the 229,000
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actually enrolled in the work incentive program between July 1968
and January 1970, about 96,000 enrollees (42 percent of the total) had
dropped out of the program; 24,000 were employed following the corn-
ple~tion of their training; and 109,000 were still in training or in "hold-
ing" status (that is, waiting for training or placement). During this
same period, the number of families on welfare increased by 1,169,000.
Auerbach report

In 1969 the Department of Labor contracted with the Auerbach
Corp. to study the operations of the work incentive jprogramn. The
Auerbach Corp. conducted onsite evaluations in 23 cities -and pub-
lished a detailed report on each, as well as an overall'appraisal of 'the
work incentive program. The overall report has been reproduced by
the committee in a committee print. The Auerbach report details the
problems in implementing the work incentive program, and concludes:
"The basic idea of WIN is workable-though some -aspects of -the leg-
islation require modification" (p. 212 of the committee print). The
Auerbach report points to the following as some of the reasons for the
slow development of the work incentive program and its lack of im-
pact on the welfare rolls.

1. On-the-ljob training, highly desirable because of its virtual guar-
antee of employment upon successful completion of training, has been
largely ignored under the work incentive program.

2. Special work projects (public service employment) also provide
actual employment for welfare recipients - although required by law
to be established in all States, only one tate has implenmented this
provision in a substantial way

3. Lack of day care has had a great inhibiting effect on welfare
mother participation in the program.

4. Lack of coordination between welfare and employment agencies
has inhibited progress. In some cases, lack of referral of trainable peo-
ple by some State welfare agencies has been a problem. Also, bureau-
cratic rivalry of long standing between welfare and employment agen-
cies has been carried over to WIN in some States. This situation on
the local level is compounded by some lack of coordination on the
Federal level between the Department of Labor and the Department
of Health, Education, -and Welfare.

5. Lack of adequate transportation has been a serious problem for
many WIN projects, affecting the enrollees' ability both to participate
in the program and to secure employment.

6. Lack of medical supportive services (physical examinations and
ability to remedy minor health problems) has been cited as -a major
problem.

7. Commenting on the need for job development, the Auerbaoh
Corp. stated:

Although the WIN concept is built around jobs for welfare
recipients, there has been little investigation of the labor market
to determine exactly where and how jobs can be obtained, and
how many jobs are actually available- or likely to become avail-
able for WIN enrollees. Now -that the program is underway,
there is a growing feeling among local WIN staff that many
participants, women in particular, will not obtain jobs hi the
already tightly restricted market exi,3ting in many communities.
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Comparison of 1970 Senate Bill and H.R. 1

Referral for work an~d training.-Under present law, -all "a9ppro-
priate"l welfare recipients must be referred by the welfare. agency to
the Labor Department for participation in the work incentive pro-
,gram. The following categories of persons -are statutorily considered
inappropriate:

1. Children who -are under age 16 or'attending school;
2. Persons who are ill, incapacitated, -or of -advanced age*
3. Persons so remote from a WIN project that their ekFective

participation is precluded; -and
4. Persons whose presence in the home is required because of

illness or incapadity of another -member of the household.
Persons may volunteer to participate in the work incentive program
even if the State welfare 'agency finds them inappropriate for manda-
tory referral.

Under H.R. 1 recipients who are found available for work would be
required to register with the Labor Department under the OFF pro-
gramn as a condition of eligibility for welfare. They would be found
available for work unless they fit within these categories:

1. Children who are under age 16 or'attending school;
2. Persons who are ill, incapaclitated, or of advanced age;
3. Persons whose presence in the home is required because of

illness or incapacity of 'another member of the household.
4. A mother or -other relative of a child under the age. of 6 who

is caring for the child (beginning July 1, 1974, mothers with
children under age 3) ; and

5. The mother in a family in 'which the father registers.
The families with no em-ployable member would 'be enrolled in the
family 'assistance plan administered by the Department of Health,
Education,'and Welfare. As under present law, an individual not re-
quired to register may do so voluntarily.

Last year's Senate bill, like H.R. 1, required registration of em-
ployable welfare recipients with the Labor Department as a condition
of welfare eligibility. The Talmadge amendment from which the Sen-
ate bill derived would also have exempted from mandatory registration
individuals already working'full time on the grounds that there was
no need to require a full-time employee to leave work in order to under-
go training so that he may be employed. The Senate bill would have
required that at least 15 percent of the registrants in each State actually
participate in the work incentive program. No such requirement ap-
pears in H.R. 1.

The Senate bill would also have established a clear statutory direc-
tion in determining which individuals would receive employment or
training by generally requiring the Secretary of Labor to accord
priority in the following order, taking into account employability
potenti al:

1. Unemployed fathers;
2. Dependent children and relatives age 16 or over who are not in

school, working, or in training;
8. Mothers who volunteer for participation; and
4. All other persons.
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Thus, under the Senate bill no mother would be required to participate
until every person who volunteered was first placed. H.R. 1, on the
other hand, gives the Secretary of Labor complete discretion in deter-
mining which categories of recipients will be given employment and
training under the program with the one except tion that a priority is
given --.o mothers an~d pregnant women under 19 years of age.

Tht; refusal to work or train requirements are virtually the same
under both bills. The Senate bill as existing law, requires Health,
Education, and Welfare to out oA benefits after Labor Department
notification of refusal without good cause. Under H.R. 1, presumably,
the Labor Department alone will be able to cut off the payments of an
individual who refuses to participate.

Public service em loymtent and m-thle-job training.-A major criti-
cism contained in t Auerbi;ch report cited the lack of development
of on-the-job training and public service employment under the work
incentive program and the frequent lack of leadership between WIN
training programs and local labor market -needs.

H.R. 1 provides a public service employment program which con-
templates job opportunities for 200,000 people a year. During the first
year of the -program (fiscal 1973) an authorization of up to $800 mil-
lion would be provided. The amounts for later years are unstated.
Public service projects would be related to the fields of health, social
service, environmental protection, education, urban and rural develop-
ment and redevelopment, welfare, recreation, public facility, and simi-
lar activities.

Under both bills the Secretary of Labor would establish the pro-
grams through grants or contracts with public or nonprofit agencies
and would provide safeguards for workers on such jobs. Under H.R. 1
wages could not be less than the higher of the prevailing or applicable
minimum wage or the Federal minimum wage, whether or not the
Federal minimum wage is applicable to the specific job. Under the
Senate bill, as under existing law, for special work projects, no wages
could be lower than the applicable minimum wage for the particular
work concerned.

Federal participation in -the costs of an individual's participation
in a public service employment program under H.R. 1 would be100
percent for the first year of his employment, 75 percent for the second
year, and 50 percent for the third year.

The 1970 Senate bill would h ave required that 40 percent of the
funds spent for the work incentive program be for on-the-job training
and public service employment. The Senate bill would also have re-
quired the Secretary of Labor to establish local labor market advisory
councils whose function would be to identify present and future local
labor market needs. (H.R. 1 provides for local advisory committees
to report on the "effectiveness of the training and employment pro-
grams" and related provisions.) The findings of this council, under the
Senate bill, would have to serve as the basis for local training plans
under the work incentive program to assure that training was related
to actual labor market demands.

The Senate bill would also have encouraged the expansion of public
service employment programs b y providing 100-percent Federal fund-
ing for the first year and 90-percent Federal sharing of the costs in
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subsequent years (if the project was in effect 'less than 3 years, Federal
sharing for the first year would be cut back to 90 percent).

As an incentive for employers in the private sector to hire individuals
placed in employment through the work incentive program, the Senate
bill would'have provided a tax credit equal to 20 percent of the wages
paid these individuals, during their first 12 months of employment; the
credit would be recaptured if the employer terminated employment
of an individual before the end of 24 months. This recapture provision
would not apply if the employee became disabled or left work volun-
tarily. No such tax incentive provision is provided in H.R. 1.

Federal Administration of the WVIN prograim.-The problem of
program coordination between the Department of Labor and the, De-
partment of Health, Education, and Welfare, at both the Federal
and local level, has plagued the WVIN program since its inception.
Problems have arisen in coordinating the referral of recipients to the
program, and in the provision of supCportive services. Moreover, some
questions have been raised as to the quality of administration of local
manpower and welfare agencies. H.R. 1 would deal with this problem
by placing authority and responsibility for the work and training.
program exclusively in the Secretary of Labor.

The House report on H.R. 1 states under the heading "Federalizing
WIN":

Such authority and responsibility under the new program is
clearly lodged with the Secretary of Labor, not in an office of a
State or local government. The Secretary could never be limited
in carrying out his responsibilities 'by decisions made at those
levels. While the WIN program has helped some recipients to
become independent, it was a mistake to rely solely on State agen-
cies in the administration of the program. For under those cir-
cumstances, it is not possible to hold the Secretary of Labor
entirely responsible for -the results. Under the bill, however, this
responsibility could not be avoided.

Your committee would give the -Secretary of Labor the author-
ity to administer the program in whatever manner will achieve
the greatest results in reducing dependency. If he believes -a par-
ticular State's employment service is the most effective instru-
ment, he is authorized to use. But first he must satisfy himself
that that agency or any other non-Federal agency can do the job
and achieve the necessary results. If no agency is available that
meets his standards of performance the Secretary should admin-
ister the program directly..

H.R. 1 also centralizes. responsibility for the provision of day care
and oth er supportive services in the Department of Labor and provides
that they be federally financed and administered. On the other hand,
the Senate bill approached the problem by various mechanisms which
would coordinate Labor and HEW activities at the local and national
level, and by increasing the Federal matching share, for training and
supportive services to 90 percent. The Senate bill. would have required
that a joint Health, Education, and Welfare-Labor committee be set
up to assure that WIN forms, reports, and other matters were handled
consistently between the two Federvql departments, that local welfare
agencies set up units with the responsibilityv for arranging supportive
services for WIN participants, and that kceal welfare and manpower
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agencies set uip joint operational plans which would specify the kinds
of training to be provided and the kinds of Job development to be
undertaken. In addition, the Senate bill would have required local
welfare and manpower agencies to jointly develop employability plans
for individuals to assure that individuals receive the necessary sup-
portive services and preparation for employment without unnecessary
waiting.

Earned income disregard .- Under present law States are required, in
determining need for AFDC, to disregard the first $30 month ly earned
by an adult, plus one-third of additional earnings. Costs related to
work (such as transportation costs) are also deducted from earnings in
calculating the amount of the welfare benefit.

Two problems have been raised concerning -the earned-income dis-
regard under present law. First, Federal law neither defines nor limits
what ma y be considered a work-related expense, and under the very
broad definition in Health, Education, and Welfare regulations this
has led to a great variation among States, and to some cases of abuse.
A woman in California was apparently able to successfully deduct $300
per month, the cost of sending her son to a private school, as a necessary
work expense. Secondly, some States have complained that the lack
of an upper limit on the earned-income disregard has the effect of
keeping people on -welfare even after they are working full time at
wages well above the poverty line. In New Jersey, for example, a
mother with three children will ordinarily be able to remain eligible
for welfare until her earnings are -above $7,000.

The Senate bill last year provided an'earned-income disregard which
offered a higher incentive for full time employment. It provided a
disregard of $30 per month plus one-third of additional earnings up to
$300, and one-fifth of amounts above $300 for persons working part
time. For individuals working full time, the disregard was $60 plus
one-third up to $300 per month and one-fifth of amounts above $300.

Under the provisions of H.R. 1, there would be a disregard, for
Federal welfare payment purposes, of $60 of monthly earnings plus
one-third of earnings above $60. The bill also provides that the State
supplementary program could not undermine the Federal work in-
centive by providing that no reduction for earnings can be made in the
State payment until the Federal breakeven point was reached. At that

point, a reduction in benefits would be allowed, but not in excess of $1
for each dollar earned.

H.R. 1 also provides a limit for the combined total earned-income
exclusion for a family with respect to three items-student earnings,
irregular earnings, and child care costs-of $2,000 for a family of up
to four members, with an increase of $200 for each additional family
member uip to an absolute limit of $3,000.
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TABLE 1.-Work Incentive Program: Enrollment, Dropouts, and Placements

As of Percent change Percent change
1070 actual Dec. 31, 1070 1971 estimate over 1970 1972 estimate over 197 1

Training and incentives:
Cumulative number of welfare recipients found

appropriate for referral ------------------------ 395, 215 534, 824 669, 000 + 69. 3 989, 000 +-47. 8

Cumulative enrollments to date ------------------- 173, 300 228, 802 297, 800 ±71. 8 484, 800 +62. 8

New enrollments -------------------------------- 92, 400 55, 502 124, 500 +34. 7 187, 000 +50. 2

End-of-period enrollment ------------------------- 94, 500 109, 142 1127, 000 +34. 4 191, 500 + 50. 8

Average enrollment ------------------------------ 80, 000 -------------- 2111, 500 ±39. 4 160, 000 ±43. 5

Terminations:
Cumulative --------------------------------- 78, 800 119, 660 170, 800 +116.8 293, 300 ±71.7
During year -------------------------------- 64, 000 40, 915 92, 000 ±43. 7 122, 500 +33. 1

Cumulative placements --------------------------- 27, 000 35, 995 50, 000 +85. 2 90, 000 +80. 0
Cumulative terminations to jobs -------------- (15, 000) (23, 691) (37, 000) (+146.6) (65, 000) (±75.7)
Currently in follow-up status ----------------- (12, 000) (12, 304) (13, 000) (±8.3) (25, 000) (+92. 3)

Average earnings -------------------------------- $4,000 $4,000 $4,000 0 $4,000 0

I Staff note: As of May 31, 1971, enrollment totaled 113,630. Source: Department of Labor, table furnished to House Appropriations Commiuttee
'Staff note: Actual average enrollment for the first 11 months of the fiscal year was reprinted In hearings on 1972 budget held in May 1071.



TAHLF. 2.-Work incentive program;: Budget plan

Average
EnrollmentActivity

1971

Unit
cost

On-the-job training ------------------------------- 1, 200 $1, 300

Institutional training ----------------------------- 50, 800 1, 800

Work experience and orientation ------------------- 7,400 1,600

Special work projects ------------------------------ 6, 000 400

Employability planning, job) developmnit and
follow-up 3 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 46, 100 250

Program direction and evaluation - --------- ----------

Subtotal, training and incentives ------------- 111,500 .

Preschool child care----------------------------- 69, 126 1 395

School age child care ----------------------------- 48, 036 1 277

Subtot al, child care ------------------------ 117, 162 ------

Total, program costs..........................................--

Totai Average
cost enrollment

$1, 560, 000

91, 480, 000

11,840,000

2, 400, 000

11,523.000

7, 480, 000

126, 283, 000

27, 304, 000

13, 285, 000

40, 589, 000

166, 872, 000

8, 000

70, 000

19, 000

8, 000

55, 000

160, 000 -

144, 000

56, 000

200, 000 -

1972

Unit Total
cost cost

~300 $10,536,000

1, 800 127, 190, 000

1, 600 30, 033, 000

400 3, 336, 600

400 19, 845, 000

--- 8,136,400

--- 199,077,000

430 61, 900, 000

283 16, 100, 000

--- 78,000,000

- -- - 277, 077, 000

I Based on States' estimates. 3 Staff note: Includes persons waiting for training or placement.
2 Staff note: On April 30, 1971, there were 1,149 enrollees in special work psrojects (see SoreDpatntfLbralefnihdoHoeAprpatnsCm tt,

tabl 5).reprinted in hearings on 1972 budget held in May 1971.
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TABLE, 3.-Status of WIN enrollees

[6ompt.'ative data on enrollments in WIN for April
percent of change]

End of month enrollment---

Participating in other manpower
programs - - -- - - - - - - -

Orientation and assessment----

Other institutional training----
Basic education
Vocational training -----
Other training -------

Employment-based training ---
On-the-job training -----
Special work projects ----
Other types of work ex-

Iperience - - - - - - - - -

Waiting ("Holding") ------
Initial waiting, before any

training - - - - - - - - -
Waiting in between training

or waiting for placement
in jobs after training----

Trainees in jobs-- - - - - -- -
In jobs (still in follow-up

period)-- - - - - - - - -
In j obs (af ter 6-month f ollowv-

up period) - - - - - - - -

1970 and April 1971, with

April 1970 April 1971

89,445 112,336

4, 523

6, 517

42, 337
19, 450
18, 901

3, 986

NA
661
976

NA

22, 149

7, 096

6, 122

8, 697

50,
(22,
(25,

(2,

746
714)
860)
172)

6, 063
1, 416
1,149

3,498 - - - - -

27, 824

5, 240

15, 053 22, 584

25, 029

12,)282

12, 747

44, 119

12, 879

31,240 +145. 1

change

+25. 6

+35. 4

+33. 5

+19.9
+16. 8
+36. 8
-45. 5

+114.2
+17. 7

+25. 6

-16.6

+50. 0

+76. 3

+4.9



TABLE 4.- Work incentive program: Cumulative enrollees, terminations and end-of-month enrollment by State, actual June 30, 1970 and Dec. 31,
1970, and estimated June 30, 1971 and 1972~

As of Julie 30, 1970 As of Dec. 31, 1970 As of Junle 30, 1971 Asof Junie 30, 1972

Cumulative Cumulative Cumulative Cunmulative
---- -- End of - - - End of HilEdof - - End of

Ternil- month on- Termi- month en- Term!l- smonthi en- Terml- month enl-
State or possession Enrollees nations roilment Enrollees nations rollment Enrollees nations rollment Enrollees nations rollnent

Alabana -----...-............. ----- 1,544 752 792 1,958 1,122 836 2,600 1,700 900 4,200 2,800 1,400
SAlaska..------------- -------------- 20 319 301 792 449 303 900 500 400 1,500 900 600
SArizona----...---------------------2,118 1,068 1,052 2,846 1,585 1,061 3,400 2,200 1,200 9,800 3,700 1,800

Arkansas---...----------- .----- 764 238 636 1,203 458 745 1,600 700 900 2,'600 1,200 1,400
California.---....-- ------------- 39,372 22,931 16,441 48,141 29,952 18, 189 02,600 41,700 20,900 101,900 70,900 31,400

Colorado-------------------------... 3,600 1,363 2,237 5,06 2,488 2,878 6,600 3,700 2,900 10,700 6,300 4,409
Connecticut-----------------------.. 3,036 1,788 1,269 3,88 2,424 1,439 5,000 3,400 1,600 8,100 6,700 2,400
Delaware-------------------------357 72 285 451 117 334 600 200 400 1,000 400 800
District of Columbia----------------.2,111 98 1 1,127 2,508 1,580 942 3,300 2,100 1,200 5,400 3,800 1,800
Florida--------------------------... 2,453 710 1,743 3,833 1,359 2,474 5,200 2,100 3,100 8,600 3,800 4, 70f)

Georgia--------------------...... 1,380 100 1,190 1,888 601 1,265 2,600 1,200 1,300 4,100 2,100 2,000
Hawall--- .....-i ... 555 310 245 796 450 345 1,000 800 400 1,800 1,000 800
Idaho .............. 037 439 '498 1,220 744 478 1,800 1,000 800 2,600 1,700 00
Illinois ....... .... 4,138 1,772 2,388 7,471 2,785 14,88 10,800 3,800 7,000 17,800 7,000 10,00
Indiana----------------------------1II 1 110 735 101 634 1,300 500 800 2,100 900 1,200

Iowa-..------------------------1,391 628 885 1,751 888 885 2,300 1,300 1,000 3,700 2,200 1,500o
Kansas---------------------------... 1,328 734 592 1,773 1,080 713 2,300 1,500 800 3,700 2,5600 1,200
Kemntucky-------------.....--------3,027 1,183 1,844 3,888 1,976 1,89il 4,400 2,800 1,800 7,200 4,500O 2,700
Louisiana-------------------------.. 1,887 521 1,146 2,164 885 1,279) 2,900 1,600 1,300 4,700 1A,00 2,000
Maine----------------------------93 246 347 800 404 458 1,200 600 800 2,000 1,100 900

Maryland.----... ----------------- ,535 1,004 2,471 4,425 1,854 322,571 5,500) 2,800 2,700 8,900 4,800 4,100
Massachusetts----------------- --- 6,473 3,528 2,9W9 9,304 5,282 4,942 12, 100 7,100 5,000 19,700 1 2,200 7,500
Michigan-------------------------.. 8,451 3,425 5,028 11,019 5,318 5,703 14, 100 7,700 8,400 23,000 13,300 9,700
M inesota-------------.....-------1,673 455 1,118 2,307 882 1,445 3,000 1, 300 1,700 4,900 2,300 2,800
Mississippi-------------------------.. 597 309 288 880 345 335 900 400 500 1,8500 700 800



Missouri--------------- 2,337 1,123 1,212 2,902 1,606 1,360 3,700 2,200 1,000 6,000 3,700 2,300Montana. .... ------ 702 442 350 1,017 643 374 1,400 900 600 2,300 1,500 800Nebraska -- ----- -- -------------- --.... .. 498 165 343 700 30 400 1,10 60Nevada.._ --- ----- _ 20 ------- 20 99 14 85 18S0 80 100 400 200 200New Hampshire-----------_-------- ---------------------------------- ------ --- ----------- 150 00 100 400 200 200
New Jersey --- _-------_---------5, 65k) 3,082 2,008 6,913 4,164 2,749 8,700 8,800 2,000 14,200 9,800 4,400New Mexico_---..---......... -------614 190 424 823 389 434 1,000 800 800 1,600 800 8ooNew York --------------------. 10,737 4,498 1 12,242 24,370 9,749 14,621 31,700 14,800 16,900 81,600 26,100 25,800North Carolina -------- _---_--------538 78 460 828 228 603 1,100 400 700 1,800 700 1,100North Dakota 890.......... 308a 282 741 464 277 900 600 300 1,800 1,000 800
Ohio --------- - ..... 6,701 2,919 3,782 8,660 4,637 4,023 11,300 6,900 4,400 18,400 11,800 6,o00Oklahoma-------------------------.. 431 98 333 618 276 342 800 400 400 1,300 700 609Oregon--------------------------... 2,827 839 2,058 3,624 1,891 1,733 4,700 2,700 2,000 7,600 8,000 2,600P'ennsylvania---------------------10,612 4,390 6,216 14,079 6,905 7,174 18,400 10,400 8,000 20,900 17,8Mo 12, 100Rhode Island--------------...------1,833 917 61 6 2,041 1,321 720 2,600 1,700 900 4,200 2,800 1,400
South Carolina-------------------- 138 34 104 248 134 114 400 200 200 600 300 300South Dakota--------------------- 694 254 440 082 462 820 1,300 700 600 2100) 1,200 890Tennessee------------------------... 2,453 910 1,343 2,744 1,609 1,135 3,800 2,200 1,300 8,700 3,700 2,000Texas-----------------------------.. 721 102 829 1773 851 1, 222 2,700 1,300 ,400 4,400 2,300 2,100Utah---------------,8 1,381..1,773 3,758 2,090 1,602 4,800 2,900 1,900 7,8W0 5/10 2,600
Vermont--------------------------.. 601 320 281 894 490 404 1, 200 600 600 2,000 1,100 9004b, Virginia--------------------------.. 1,438 375 1,063 1,960 642 1,318 2,600 1,000 1,600 4,200 1,80o 2,400*-. Wash~ington-----------------------.. 5,877 2,801 2,716 7,485 4,113 3,3a42 9,800 5,900 3,900 18,900 10,100 58MoWest Virginia---------------------.. 8,618 5,337 3,278 10,100 6,894 3,256 12,200 8,500 3,700 19,900 14,300 5, 600Wisconsin_........_--- 2,936 1,159 1,777 3,803 1,821 2,042 5,100 2,700 2,400 8,300 4,700 3,600
Wyoming ....... _ _.... 278 160 118 371 231 140 500 300 200 800 500 300Guam----------------------------.. 159 52 107 229 107 122 300 150 150 500 200 300Puerto Rico.-_-.-----.-__-...-. ---- 8,277 1,941 '3,336 6,519 2,985 23,504 8,240 4,240 4,000 13,300 7, 200 6,100Virgins Islands--------------------79 4 1 38 126 80 40 160 110 50 300 200 100

Total----------------------... 173,000 78,800 94,500 228,802 119,660 109,142 297.800 7,M 127,000 484,800 293,300 102,00

I June data not available: IllInoIs-Ma and Junie not available. I Stalf note: As of May 31, 1971, enrollment totaled 113,630.
2November and lDeeember figures nolaval lable.
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TABLE 5.-Number of work incentive program enrollees in on-the-job
training or in special work projects (public service employment), by
State, April 1971

Enrollees in Enrollees in
on-the-job special work

training projects

Total United States ------------------ 1, 416 1,149

Alabama---------------------------- 5 0
Alaska------------------------------ 0 0
Arizona----------------------------- 57 0
Arkansas---------------------------- 27 0

California--------------------------- 510 7
Colorado----------------------------- 5 0
Connecticut-------------------------- 8 0
Delaware---------------------------- 0 0
District of Columbia------------------- 0 0

Florida------------------------------ 7 0
Georgia----------------------------- 36 0
Hawaii------------------------------ 8 0
Idaho------------------------------- 2 0
Illinois------------------------------ 18 0

Indiana----------------------------- 5 0
Iowa-------------------------------- 0 0
Kansas------------------------------ 2 0
Kentucky--------------------------- 3 0
Louisiana---------------------------- 9 0

Maine------------------------------ 20 0
Maryland.--------------------------- 8 0
Massachusetts----------------------- 14 0
Michigan---------------------------- 33 4
Minnesota--------------------------- 5 0

Mississippi--------------------------- 19 0
Missouri---------------------------- 1 0
Montana----------------------------- 2 0
Nebraska---------------------------- 5 0
Nevada----------------------------- 1 0

New Hampshire---------------------- 0 0
New Jersey-------------------------- 6 0
New Mexico------------------------- 25 0
New York--------------------------- 59 0
North Carolina -------------------- 5 0
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TABLE 5.-Number of work incentive program enrollees in on-the-job
training or in special work projects (public service employment), by
State, April 1971-Continued

Enrollees in Enrollees in
on-the-job special work

training projects

North Dakota------------------------ 0 0
Ohio-------------------------------- 12 0
Oklahom~a--------------------------- 28 0
Oregon------------------------------ 1ill 4
Pennsylvania------------------------ 32 0

Rhode Island------------------------- 1 0
South Carolina------------------------ 5 0
South Dakota------------------------- 9 0
Trenn~essee--------------------------- 11 0
Texas------------------------------- 13 0

Utah------------------------------- 6 1
Vermont----------------------------- 13 0
Virginia----------------------------- 1 0
Washington-------------------------- 9 75
West Virginia----------------------158 901

Wisconsin--------------------------- 19 0
Wyoming----------------0 0
Puerto ico----------------20 157
Virgin Islands------------------------ 0 0
Guam------------------------------ 43 0



TABLE, 6.-Persons leatying the WIN program, by State, a~s of April 30, 1971

Total
Termina-

State tions

Alabama --------- -------
Alaska------------------------
A rizona - - - - - - - - - - - - --
Arkansas - - - - - - - - - - -- -
California - - - - - - - - - -

Colorado-- ---
Connecticut - - - - - ----- - - -
Delaware.. - - - -- -- -- -- -- - -
District of Columbia ----------
Florida.- -- - -- - -- - -- - -- - -

G corgia - - - - - - - - - - - - -
H aw aii-- - - - - - - - - - - - -
Ida io - - - - - - - - - - - - - -
Illinois-- - - - - - - - - - - - -
Indiana --- -- --- -- -- --- -- --

Iowa. ----------- -----
K ansas-- - - - - - -- - -- - - -
Kentucky - - - - - - -- - - - - -
Louisiana-- - - - - - - - - - - -
M aine - - - - - - - - - - - - - -

1, 350
508

2, 791
670

36, 090

3, 899
3, 067

193
1, 743
2, 026

935
559
924

4, 243
265

1, 208
1, 288
2, 461
1, 203

543

Dropped out
In jobs without good cause Other dropouts

Number Percent Number Percent Number Percent

266
74

452
109

6, 666

785
686

44
726
280

183
119
110
893

16

378
280
292
393
105

19. 7
14. 5
15. 1
16. 2
18. 4

20. 1
22. 3
22. 7
41. 6
13. 8

19. 5
21. 2
11,9
21. 0
6.0

31.2
21. 7
11.8
32. 6
19. 3

399
113
600
149

7, 677

721
161

20
378
,093

2462
103
240

1, 458
56

244
299
562
141
132

29. 5
22. 2
21. 4
22. 2
21. 2

18. 4
5.2

10. 3
21. 6
34. 2

28. 0
18. 4
25. 9
34. 3
21. 1

20. 1
23. 2
22. 8
11.7
24. 3

685
321

1, 739
412

21, 747

2,' 393
2, 220

129
639

1, 053

490
337
574

1, 892
193

386
709

1, 607
669
306

50. 7
63. 1
62. 3
61. 4
60. 2

52. 4
60. 2
62. 1
44. 5
72. 8

48. 5
55. 0
65. 2
55. 6
56. 3



M aryland-- - - - - - - - - - - -
Massachunsetts--- - - - - - - - -
M ichigan-- - - - - - - - - - - -
M innesota - - - - - - - - - - - -
M ississippi - - - - - - - - - - - -

2, 193
6, 953
6, 672
1,176

635

702
886

1, 359
317
143

32. 0
12. 7
20. 3
26. 9
22. 5

Missouri-- --------------------- 1,916 511 26.6
Montana-------------------------- 798 183 22.9
Nebraska-------------------------- 213 23 10.7
Nevada---------------------------- 49 5 10.2
N ow H am pshire-- - - - - - - - -- - - - - - - - - - - - - -

New Jersey-- - - - - - - - - - -
New Mexico - - - - - - - - - - -
New York - - - - - - - - - - - -

SNorth Carolina ----------
North Dakota -- - - - - - ----

O hio - - - - - - - - - - - --- - -
Oklahoma--------------------- -
O regon -- - - - - - - - - - - - -
Pennsylvania -- - - - - - - - - -
Rhode Island - - - --l- - - - -

South Carolina-- - - --- - - -
South Dakota - - - - - - - - ---
Tennessee - - -- - - -- --.-- -
Texas ----------------------
Utah ---- -----------------------

4, 748
558

13, 237
404
698

5, 793
386

2, 523
8,911
1, 618

193
583

1, 947
897

2, 753

970
69

2, 058
115
173

1, 661
72

533
2, 268

345

12
103
422

56
540

20. 4
12. 3
15. 5
28. 4
24. 7

28. 6
18. 6
21. 1
25. 4
21. 3

6.2
17. 6
21. 6

6. 2
19. 6

308
1, 528

701
176
142

14. 0
21.9
10. 5
14. 9
22. 3

674 35. 1
158 19.7

62 29.3
7 14.2

1, 227
155

2, 908
19
91

1,p489
70

294
1, 872

356

35
151
190
374
794

25. 8
27. 7
21. 9

4. 7
13. 0

25. 7
18. 1
11.6
21. 0
22. 0

18. 1
25. 9

9. 7
41. 6
28. 8

1, 183
4, 539
4, 612

683
350

731
457
128

37

2, 551
334

8, 271
270
434

2, 643
244

1, 696
4, 771

917

146
329

1, 335
467

1, 919

53. 9
65. 2
69. 1
58. 0
55.1

57. 2
60. 0
75. 5

53. 7
59. 8
62. 4
66. 8
62. 1

45. 6
63. 2
67. 2
53. 5
56. 6

75. 6
56. 4
68. 5
52. 0
5 1. 5



TFABLE 6.-Persons leaving the WIN program, by State, as of April 30, 1971/-Con tinted

Total IIn jobs
Termina-

tions Number PercentState

IDropped out
without good cause Other dropouts

Number Percent Number Percent

V erm ont - - - - - - - - - - - - -
Virginia ----------- -------
W ashingrtonl- - - - - -- - - - - -
W est Virginia-- - - - - - - - - -
W isconsin - - - - - - - - - - - _

Wyoming ------------------------

630
920

6, 480
7, 888
2, 315

142
141

1, 034
2, 308

695

22. 5
15. 3
15. 9
29. 2
30. 0

287 89 31.0

65 10.3
44 4.7

1,838 28.3
850 10. 7
440 19.0

19 6.6 179 62.3

423
735

3, 608
4, 730
1, 180

67. 1
79. 8
55. 6
59. 9
50. 9
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TA]BLE 7.-WIN enrollee8 ready for job8, in jobs, and waiting for jobe

Current Current
participants participants

Current actually in jobs in "holding"
WIN and receiving because job cannot

partici- follow-up services be found
p ats-

ready for Percent Percent
Month and year Jobs, total Number of total Number of total

1970:
June -------------- 14, 576 12, 016 82. 4 2, 560 17. 6
August ------------ 16, 551 12, 261 74. 1 4, 290 25. 9
October ----------- 17,296 12,881 74.5 4, 415 25.5
December --------- 18, 662 12, 304 65. 9 6, 358 34. 1

1971:
February ---------- 18,494 11,586 62.7 6, 908 37.3
April ------------- 20, 324 12, 879 63. 4 7, 445 36. 6

65-745 0 - 71 -pt. I - 26



TABLE 8.-Work incentive program: holding cat egories as a percent of end of month enrollment (E.O.M.), by month, May 1970-Apr. 1971

Month and year

1970:
May ---------------------

August - - - - - - - - - -

September-- --- -- - -
October - - - - - - - - - -
November ----- ----
December ---------

Nonp ra
holding

Non- as percent
End of program of end-
month rMated of-month

enrollment holding enrollment

92, 075
94, 555
97, 181

100, 189

102, 834
104, 451
106, 563
109, 142

2,247 2.4
5,657 6.0
5,948 6. 1
6,463 6.5

6,008 5.8
5,860 5.6
5,616 5.3
7,790 7. 1

1971:
January ------------------- 110, 069 7, 968 7. 2
February ------------------ 111,751 8,478 7.6
March -------------------- 112,191 8,247 7.4
April --------------------- 112, 336 7, 821 7. 0

Program
related

holding
as percent

Proga of end-
relatecd of-month
holding enrollment

13, 648
11, 138
11, 717
13, 792

12, 141
10, 800
10, 711
9, 263

8, 450
7, 830
7, 520
7, 318

Job entry Intake
holding phase

as pecet as percent
Job of nd- ofed

entry of-month Intake of-month
holding enrollment phase enrollment

14.8 1,648 1. 8
11.8 2,560 2.7
12. 1 3,0720 3.8
13.8 4,290 4.3

11.8 4,413 4.3
10.3 4,415 4.2
10.1 4,731 4.4
8.5 6,358 5.8

7.7 6,677 6. 1
7. 0 0,908 0.2
0.7 7, 177 0.4
6.5 7,445 6.6

7, 288
7, 203
7,094
7, 136

6, 728
0,043
6,028
6, 930

6, 428
5, 921
5, 725
5, 240
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TABLE 9.-Amount received by a family of 4 with 1 member in training *

Federal welfare
payment under

H.R. 1 plus
State supple- Current

State mental plus $30 MDTA

Alabama-------------------------- $230 $233. 98
'Alaska---------------------------- 405 294.64
Arizona- -_.----------------------. 230 264.31
Arkansas--------------------------- 230 233. 98
California------------------------- 251 303. 31

Colorado-------------------------- 265 316.31
Connecticut------------------------ 360 324. 98
Delaware-------------------------- 230 281.65
District of Columbia----------------- 268 298. 98
Florida---------------------------- 230 220. 98

Georgia--------------------------- 230 246. 98
Hawaii---------------------------- 293 311.98
Idaho----------------------------- 272 272. 98
Illinois---------------------------- 312 290. 31
Indiana--------------------------- 230 242. 65

Iowa----------------------------- 273 294. 64
Kansas--------------------------- 274 285. 98
Kentucky------------------------- 230 255.65
Louisiana-------------------------- 230 259. 98
Maine-------------------- -------- 230 246.98

Maryland------------------------- 230 281. 65
Massachusetts---------------------- 344 277. 31
Michigan-------------------------- 293 307. 64
Minnesota------------------------- 329 281. 65
Mississippi------------------------- 230 220. 98

Missouri-------------------------- 230 277,31
Montana-------------------------- 25829.6
Nebraska-------------------------- 230 256. 65
Nevada--------------------------- 230 272. 98
New Hampshire--------------------- 324 264. 31

New Jersey------------------------ 377 316.31
New Mexico----------------------- 230 251. 31
New York------------------------- 366 294. 64
North Carolina--------------------- 230 225. 32
North Dakota---------------------- 291 264. 31

Ohio------------------------------ 230 281. 65
Oklahoma------------------------- 230 216. 65

See footnotes at end of table.
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TABLE, 9.-Amouna rmeived by a family of 4 with 1
training'-Continued

member in&

Federal welfare
payment under

H.R. 1 plus
State supple- Current

State mental plus $30 MDTA

Oregon---------------------------- $255 $259. 98
Pennsylvania----------------------- 343 285. 98
Rhode Island----------------------- 293 281. 65

South Carolina---------------------- 230 233. 98
South Dakota---------------------- 330 229. 65
Tennessee------------------------- 230 233. 98
Texas----------------------------- 230 242. 65
Utah----------------------------- 242 255.685

Vermont-------------------------- 334 277. 31
Virginia--------------------------- 291 242.685

Wasin to - -- ------------ 333 277.31
Westh in ia------------- 230 212. 32
Wisconsin------------------------- 247 303. 31

Wyoming-------------------------- 257 259. 98

*Under H.R. 1, a family with one member in
the two amounts shown.

training would get the higher of
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TABLE~ 10.-Seeted charaterietic8 of WIN enrollee by year

CharactristicsFiscal {ear Fiscal year Fiscal year

Total -------------------------- 100 100 100

Sex:
Male---------------------- 40 29 36
Female--------------------- 60 71 64

Race:I
white---------------------- 56 52 56
Negro---------------------- 40 43 39
Other----------------------- 4 5 5

Education:
8th gradeor less-------------- 31 24 19

9t hough 11ith------------- 41 44 42
12th and over---.-------28 32 39

Ag:Under 22-------------------- 16 22 27
22 to 44-------------------- 74 71 68
45 and over----------------- 10 6 5

Head of household---------------- 91 85 85
Spanish surname----------------- 18 20 16

ITo Mar. 3.1, 1971.

TABLE3 11.-Number of WIN enrollee. and graduated at work

April 1970 April 1971

On-the-job training--------------------- 661 1, 416
Special work projects ---------------------- 976 1,149
Other work experience------------------ NA 3, 503

At work and receiving follow-u p s 'ervices. 12,282 12, 879
At work* after 90 or 180 day follow-up. -- 12, 747 31, 240

Subtotal ---------------------------------- 44, 119

Total ------------------ -------- 26, 666 50, 187

in jobs after*Staff note: Surveys of this group show that 80 percent are
8 months.



TABLE 12.-Work incentive program: New entrants, terminations, and month-end enrollments by month,
May 1970 to Apr. 1971

Terminations- -

Month and year

1970:
M ay -- - - - - - - - - - -
Jiune ----------------
July - - - - - - - - - - - -
August - -- - - - - - - - -

September ------------- -- -

October-- - - - - - - -
November--- ---
December---------------

1971:
January-----------------
February. -----------
M arch - - - - - - - - - - -
A pril-- - - - - - - - - - -

T otal '- - - - - -- - - -

New Total

Dropouts
without

good Other End of month
entrants terminations Completions cause dropouts enrollment

8, 905 6, 285 1, 172 1, 314 3, 799 92, 075
8, 909 6, 429 1, 152 1, 488 3, 789 94, 555
9, 257 7, 138 1, 299 1, 448 4, 391 97, 181
9, 377 6, 369 1, 320 1, 341 3, 708 100, 189

9, 295 6, 650 1, 329 1, 569 3, 752 102, 834
8,068 6,445 1,378 1,388 3,679 104,457
8, 266 6,160 1, 312 1, 363 3, 485 106, 563

10, 732 8,153 1, 982 1, 716 4, 455 109, 142

10,856 9,152 1,975 2,039 5,138 110,05P~
10,464 8,964 1,845 1,939 5,180 111,751
9,099 8,659 2,032 1,846 4,781 112,1vi
7,471 7,921 1,697 1,749 4,475 1 1 336

266,649 154,313 31,240 32,052 91,021 ------
123, 073

ICumulative totals.



TAB3LE 13.-Average hourly wages and average hours worked per week of -WIN employed graduates, by major occupational
category, fiscal years 1971 1 and 1970 2

Reports for employed graduates
Average hourly Average hours

Fiscal year 1971 Fiscal year 1970 wage per week

Percent Percent
Major occupational category Number of total Number of total 1971 1970 1971 1970

United States total --------------- 67904 100 6)021 100 2.28 2.31 38.7 39.7

1. Professional, technical, managerial --------- 824 12 410 7 2.58 2.59 38.4 39. 1
2. Clerical and sales-----------------__ 2,043 30 1,362 23 2. 17- 2. 15 38.6 39.2
3. Service ------------------------- _ 1,705 25 1,200 20 1.91 1.94 38.0 39.2
4. Farmin, fishery, forestry ---------------- 106 2 103 2 2. 38 1. 98 40. 2 41. 7

5Procesig--------------217 3 301 5 2.48 2.48 39.4 39.8
6. Machine trades----------------------- 311 4 325 5 2.55 2.48 40.0 40.4
7. Bench work -------------------------- 364 5 414 7 2.11 2. 15 39.7 39.6
8. Structural work --- -------------------- 504 7 778 13 2.92 2.75 38.9 40.3
9. Miscellaneous-------------------------- 632 9 809 13 2.56 2.52 39.7 40.3
Occupation not reported------------------ 198 3 319 5 2.30 2.25 39.3 40.1

I'Based on MA-104 reports received from July 1, 1970 through
Mar. 31, 1971.

2 Based on MA-104 reports received from Jan. 1, 1969 through
May 31, 1970.
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TABLE 14.-Average hourlV wages and average hours worked per week of WIN
employed graduates by major occupational category, July 1, 1970-Mar. 81, 1971 1

Number of

Major occupationaloasr2 andrinclpal WP1 IN ~ f hour
occupational groups wifl aeo graduates wage wuseek

United States total------------------ 6, 904 $2. 28 38. 7

1. Professional, technical, managerial$8 - - - - - - - - - - 824 2. 58 38. 4
Nursing---------------------------- 30 3. 65 38. 1
Medicine and health d'----------- 281 2. 55 39. 1
Primary school and kindergarten edu-

cation --------------------------- 38 2.75 36. 1
Education'------------------------- 39 2. 15 33. 8
Social and welfare work--------------- 236 2. 42 38. 0

2. Clerical and sales ----------------------- 2, 043 2. 17 38. 6
Secretarial work--------------------- 134 2. 31 .38. 4
Stenography------------------------ 53 2. 18 38. D
T ping---------------------------- 63 2. 37 37. 3
Fling----------------------------- 44 1. 93 38. 9

Stenograhy typing, and related '.... 616 2. 16 38. 9
Bookkeeping------------------------ 52 2. 20 38. 9
Cashiering-------------------------- 34 1. 96 39. 5

Teller service------------------------ 25 2. 12 38.4
Automatic data processing------------ 132 2. 17 39. 3
Computing and account recording '..----. 297 2. 11 38. 5
Stock checking and related -------------- 53 2. 15 38. 7
Mail sorting, stamping, recording and

related--------------------------- 29 2. 35 39. 7
Telephone work---------------------- 67 2. 13 39. 1
Reception and Information dispensing.. 46 2. 03 37. 7
Miscellaneous clerical work'4-------------41 2. 15 39. 4
Saleswork, commodities 4 ........... 34 1. 90 36. 9
Sales clerking------------------------ 41 1. 89 38. 1
Miscellaneous merchandising work 4_ _ _ 49 2. 24 36. 4

3. Service ------------------------------- 1, 705 1. 91 38. 0
Housework, domestic----------------- 66 1. 83 38. 0
Food serving----------------------- 124 1. 48 36. 1
Cooking, large hotels and restaurants...- 35 1. 81 38. 8
Kitchen work 4----------------- 61 1. 81 38. 1

3. Maid and related services hotels ------------- 65 1. 68 38. 4
Barbering and related services ----- 37 1. 96 40. 9
Beautician services------------------- 185 1. 72 36. 0
Masseur and related services ------------ 38 2. 47 37. 4
Attendant work, hospitals, and re-

lated health services---------------- 547 1. 88 39. 3
Miscellaneous personal services ' --- 91 2. 09 35. 6
Guard and related services -------------- 28 2. 18 39. 9
Cleaning and related services;.---------- 144 2. 25 37. 9
Janitorial service--------------------- 67 2. 20 39. 9

4. Farming, fishery, forestry----------------- 106 2. 38 40. 2
Gardening and groundskeeping ---- 48 2. 63 40. 0

5. Processing ----------------------------- 217 2. 48 39. 4
Metal processing 4------------------- 35 2.68 40.0
Ore refining and foundry work 4 --- 25 2. 83 40. 3

6. Machine trades------------------ ------- 311 2. 55 40. 0
Metal machinin~g 4 .. ............ 30 2. 58 40. 0
Motorized vehicle and eng. equipment

repazfing------------------------- 97 2. 62 40. 1
See footnotes at end of table.
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TALEA 14.-Average hourly wages and average hours worked per week of WIN
employed graduates by major occupational category, J&ly 1, 1970-Mar. 81, 1971 1
Continued

Number of
employed Average Average

Major occupational category'2 and principal WIN hourly hours per
occupational groups within categories graduates wage week

7. Bench work ---------------------------- 364 $2. 11 39. 7
Metal unit assembling and adjusting..- 43 2. 19 40. 0
Assembly and repair of electronic corn-

ponents-------------------------- 43 2. 13 40. 0
Machine sewing, garment-------------- 30 1. 58 39. 5
Machine sewing, nongarment ------------ 50 1. 77 39. 4

8. Structural work ------------------------- 504 2. 92 38. 9
Transportation equipment assembling.. 26 3. 05 40. 0
Combination arc and gas welding- 30 3. 09 40. 0
Excavating and grading-------------- 27 2. 67 41. 1
Carpentry and related work ------------- 55 3. 01 39. 8
Miscellaneous construction work 4 52 3. 00 39. 9
Miscellaneous structural work I --- 48 2. 52 40. 1

9. Miscellaneous-------------------------- 632 2. 56 39. 7
Heavy truck driving------------------ 61 2. 89 39. 5

Light truck driving------------------- 46 2. 50 40. 2
Passenger transportation 4---------------32 2. 42 . 36. 7
Parking lot and related service work. -- 59 2. 11 41. 3
Packaging-------------------------- 98 2. 09 29. 7
Materials moving and storing 4 --- 78 2. 50 39. 4
Packaging and materials handling 4_._._._ 106 2. 51 39. 7
Extraction of minerals 4- - - - - - - - - - - - - - - - - 28 3. 73 40. 3
Occupations not reported -------------- 198 2. 30 39. 3

Based on termination reports received July 1, 1970, through Mar. 31, 1971.
Listed occupational groups are confined to occupations with 25 or more employed termainees and do not

add to summary totals for major occupational categories.
3 Includes cats onies which follow.
4 N.e.c.-Nowhere else classified.
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TABLE 15.-Cutmulative Federal dollar amounts obligated (for the period
July 1, 1968, through Apr. 30, 1971) and authorized slot levels by State
as of Apr. 30, 1971

Amount Authorized
State or possession (in dollars) slot levels

Total---------------------'1268, 930, 704 127, 584

Total to States-------------- 218,1295,)580 -------

Alabama---------------------- 2)292,647 1,200
Alaska------------------------ 1)017,460 360
Arizona -------------------------- 3,772,096 1,680
Arkansas---------------------- 1)222,299 950
California ------------------------ 41,756,948 16,800

Colorado ------------------------- 4,605,880 2,600
Connecticut---------------------- 2,663,867 1,600
Delaware-------------------------- 665,991 350
District of Columbia--------------- 5,090,736 1,440
Florida --------------------------- 4,158,580 3,120

Georgia -------------------------- 1,954,053 1,500
Guam---------------------------- 176,264 120
Hawaii--------------------------- 644,083 360
Idaho---------------------------- 815,324 480
Illinois --------------------------- 6,258,032 5,800

Indiana--------------------------- 947,535 1,000
Iowa----------------------------- 2,219,019 1,260
Kansas --------------------------- 1,845,037 1,060
Kentucky------------------------ 5,261,270 2,400
Louisiana------------------------ 2)170,1392 1,500

Maine---------------------------- 910,919 675
Maryland------------------------ 4,827,372 3,000
Massachusetts-------------------- 5,789,567 5,050
Michigan ------------------------- 9,019,724 6,500
Minnesota ------------------------ 2,645,831 2,075

Mississippi------------------------ 783, 531 400
Missouri ------------------------- 4423,992 1,650
Montana ------------------------- 1,021,500 410
Nebraska-------------------------- 677,253 480
Nevada--------------------------- 91,000 100

New Hampshire-------------------- 200, 000 200
New Jersey ----------------------- 7,178,137 3,000
New Mexico----------------------- 882, 550 450
New York------------------------ 24, 981, 100 16, 800
North Carolina -------------------- 1, 147, 926 800

See footnotes at end of table.
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TABLE 15.-Cumulative Federal dollar amounts obligated (for the period
July 1, 1968, through Apr. 80, 1971) and authorized 810t levels by Sta~te
ais of Ap r. So0, 1971-Continued

Amount Authorized
State or possession (in dollars) slot levels

North Dakota-- ---- -----
O hio -- - - - - - - - - - - - - -
Oklahoma - - - - - - - - - - - -
O regon -- 7 ----------------------
Pennsylvania-- -- -- - - ---

Puerto Rico - - - - - - - - - - -
Rhode Island-- -- - - - - - - -
South Carolina ----------
South Dakota------ -----
Tennessee - - - - - - - - - - - -

Texas - - - - - - - - - - - - - -
U tah - - - - - - - - - - - - - -
Verm ont-- - - - - - - - - - - -
Virginia - - - - - - - - - - - - -
Virgin Islands-- - - - - - - - - -

W ashington - - ----- - ---
W est Vi:ginia-- - - - - - - - - -
Wisconsin -------------------
W yoming - - - - - - - - - - - -

Workmen's compensation
Research-- - - - - - - - - - - -
Evaluation-- - - - - - - - - - -
Federal salaries and expenses (for

Manpower activities) ------

701, 591
6, 880, 087

844, 237
3,125, 857
8, 302, 421

6,117, 255
1, 686, 495

373, 949
1,145, 082
3, 631, 538

2, 599, 786
4, 379, 514

604, 318
2, 933, 179

156, 692

6, 554, 855
9, 922, 776
3, 944, 241

273, 892

2, 750, 770
2, 955, 044
2, 520, 193

2 8,706,1962

which was to be

300
4, 600

450
1, 800
8, 000

4, 300
750
250
650

2, 400

1, 600
2, 050

630
1, 800

59

3, 000
5, 000
2, 840

135

I Approximately 35,000,000 remained in the 4th quarter
obligated by June 30, 1971.

2Authorized Federal positions as of Apr. 30, 1971: 227.

--------------
--------------
--------------
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EXCERPT FROM 1971 AUERBACH REPORT
[Note: In addition to the 1970 Auerbach study of the WIN program
(described in an earlier section of this pamphlet), the Auerbach
Corp., on April 30, 1971, submitted -a second report on the WIN pro-
gram. The following excerpt (pages 65-77 of the second report)
deals with major deficiencies of the WIN organizational structure.]

(6~)
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.Excerpt From 1971 Auerbach Report

MAJOR DEFICIENCIESOF THE WIN ORGANIZATIONAL STRUCTURE

The preceding Section describes the current organizational struc-
ture and staffing for WIN at all governmental levels within both agen-
cies administering the program. This Section presents an analysis of
that structure.

.A major observation about the viability and effectiveness of WIN
is that projects often operate successfully despite, rather than because
of the organizational structure of the program. Because in most of the
states visited for this study, the administrative system has negative
and not positive effects upon WIN, this Section concentrates upon de-
scribing the major deficiencies of the organizational structure and re-
lating them to program operations.

The three major weaknesses of the organization and staffing of the
WIN program are:

! Organization of the program 9along administrative rather than
programmatic lines, and the placement of the WIN administra-
tive functions into the existing DoL and DHEW structures.

*No clear definition of roles and responsibilities of each level of
government within each agency, and across agency lines.

*Inadequate staffing of the program throughout the system, with
the exception of the staffing of the ES WIN teams.

Administrative Organization Within the Exis8ting Bureau-wracy
In creating any new program, two major organizational decisions

must be made at the outset: (1) the relationship of the new program to
existing agencies, and (2) the designation of a decision-making struc-
ture.

In the case of WIN, the decision was made to have the Department
of Labor and the Department of Health, Education, and Welfare ad-
minister the program jointly, and to utilize the existing administra-
tive management systems within these agencies to as great an extent as
possible. Thus, in the majority of cases, responsibility for the various
WIN program functions 'is divided according to the various adminis-
trative divisions of the national, regional, state and (to a lesser ex-
tent) the local DoL and DETEW agencies. Although WIN program
units have, in most cases, been set up at aI levels, these program units
do not have authority over all WIN-related tasks. Consequently, the
frequency with which decisions can be made primarily for program-
matic considerations has been sharply curtailed.

,Theoretically, there are many advantages to the type of overall pro-
gram structuring by administrative function. This approach can make
the most efficient use of the existing administrative divisions, and can
aid in the process of closely coordinating a new program with the al-
ready existing functions of an agency. The cost of duP'licating staff and
equipment is eliminated for areas such as payments, budget, reporting,
etc. Structuring the WIN program along administrative lines within
the existing national, regional, state and local agency systems, however,
has had negative results for three reasons.

First of all, WVIN is not like other programrun b71 DoL and DEW.
The operating features of WIN are innovative and, in many respects,
distinctly different from the operating features of other programs or

67
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activities run by DoL or DHEW. The major difference is the inter-
agency nature of the program. With the exception of the Title V and
MDTA programs, the vast majority of DoL and DHEW programs
are run exclusively by one agency or the other.

The special technical requirements of WIN program operation is the
second feature which both distin dishess and isolates WIN from the
majority of DoL and DHEW programs and makes the existing ad-
ministrative structure inappropriate. Because WIN is a special inter-
agency program dealing with a specific clientele, its procedures for
budgeting, reporting, payments and provision of services to the client
are not consistent with the procedures used in the majority of other
programs. As a result, to fulfill WIN requirements, administrative
division staff must perform special work Which they may neither un-
derstand nor want to do.

Given these two major differences between WIN and other programs
run 'by DoL and DHEW, the rationale for selecting a decision-making
structure which utilizes line administrative units is not appropriate
for this program.

The consequences of the failure to distinguish WIN functions from
others carried on within the line agencies and their administrative di-
visions are numerous and seriously detrimental to program operations.
Because at the national, regional, and state levels of government, line
administrative personnel who perform such tasks as budgeting, mon.
itoring, reporting, etc., cannot integrate WIN tasks into their work for
other programs, they often ignore the unique requirements of WIN
and fail either to produce the required documents, analyses and other
outputs, or to produce accurate versions of their required work. In
turn, the staff persons directly responsible for program planning and
development cannot function; effectively. At the local level, program
personnel simply do not receive the support they need.

Or, in other cases, the misgivings of the existing bureaucracy about
certain features of the WIN program. make the -line people reluctant
to -put forth their best effort in performing their WTN -related tasks.
This tendency is particularly evident at the state level, where staff fre-
quently confide that they ignore demands placed upon them -because
they do not consider the program to be worth-while.

Still another consequence of -the decision to place WIN within
existing functional divisions is the total lack of coordination that exists
even when a Coordinator, as at the state level, has overall program-
matic responsibility. Regardless of where administrative tasks are
performed, typically, no one person or unit has the formal respon-
sibility or the necessary information to do planning, budgeting, moni-
toring and evaluation. Because this lack of coordination exists at all
levels of government within each agency, one program unit can offer
minimal assistance to another. Had WIN been structured so that
management decision-making was based on programmatic considera-
tions, this situation might never have come about.

The second key reason why the -placement of WIN into the line
agency bureaucracy was inappropriate is that national and regional
VoL anda HITW have both. been in the process Of structiral reorqoaniza-
tion ever since the WVIN program was initiated. When WIN first
began, the power and authority over program operations was lodged
at the national office. During the course of the three year history of
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the program, however, DoL and DHEW have been in the process of
decentralizing this control to the regional level and of orienting the
management structure of all regions to emphasize administrative
rather than programmatic decision-making. As a result of this decen-
tralization process, roles and responsibilities have shifted dramatically.
This shifting has resulted in a great deal of confusion and misinterpre-
tation of policies and procedures for the supervision of WIN opera-
tions in both agencies.

,For example, although the reorganization of DoL increases regional
responsibility for WIN, the DoL regions have not adjusted to their
new role. Structurally, the Area Operations Offices, headed by Associ-
ate Regional Manpower Administrators, have'most of the regional re-
sponsibility for WIN. At the present time, however, the Area Opera-
tions Offices are suffering from a lack of experience in WIN, from the
shift from specialists to generalists and from the confusion caused by
the recent reinstatement of a staff WIN specialist.

The effect of the DoL reorganization on state and local operations is
very apparent. States are not receiving adequate information, training
or technical assistance. The states, in turn, are not providing support
to the local WIN offices. Staff from several states has been left to
operate their WIN programs without any contact with regional or
national personnel for a year at a time; several individuals stated that
they do not even know the name of the persons at the regional offices
with whom they should be working. It is not difficult to understand
why these state personnel often express distress and dissatisfaction
with Federal agencies in general and with this program in particular.
Lacking national and/or regional direction, some states are violating
numerous policies and procedures without even recognizing their
mistakes.

The third reason why WIN is suffering from its submersion into the
existing bureaucracy of DoL and DHEW is that WVIN i8 living in the
shadow of a program not vet in existevwe. The Administration's pro-
posed Family Assistance Plan (FAP) has stolen the manpower-wel-
fare limelight, not only in the public eye but to a large degree within
the government as well. Although WIN is a little-known program
with no public identity or "image", FAP has been subjected to very
wide-ranging discussion in the media and is frequently regarded as a
uniquely innovative approach to the welfare dilemma. (That WIN is,
in some important respects, a "dry run" of FAP is almost entirely
disregarded in the media.) The imminence of FAP's passage has had
a demoralizing effect on agency staff. The feeling is widespread that
WIN will soon be replaced by FAP, and that long-range planning for
WIN, or efforts to improve WIN, are not warranted. The DHEW
group charged with the pre-planning of FAP is much larger than the
total of the agency's WIN-related apparatus; although the situation
on the DoL side is not so striking, the WIN group has diminished in
size and has lost some former members to the FAP Task Force. There
is much more interest in PAP, up and down the government chain of
command, than in WIN.

There is a clear sense in which some resolution of FAP's status is
necessary to any serious discussion of how to improve WIN. If FAP
does pass, will it put WIN out of business? If not, on what basis will
WIN continue? If so, what will become of the present WIN machinery?
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In the absence of any assurance that the program has a future, the
task of whipping up interest-let alone enthusiasm-is nearly hope-
less. And it scarcely makes sense to amend legislation, re-work guide-
lines, train staff, merge welfare and ES efforts, and undertake many
of the other recommendations contained in this report and elsewhere,
if the program is about to disappear.

,It might -be argued that this consideration is beyond the scope of an
examination of the "WIN system," 'but it is painfully clear that the
system is strongly affected 'by the anticipation of FAR. And until the
future of FAP, and the relationship (if any) between FAP and the
present WIN system is known, improving the WIN program is going
to 'be an uphill struggle.
Lack of Clear Deftnit ion of Role8 and Responsibilitie8

The second major deficiency of the WIN organizational structure is
largely independent of the decision to place the program into the exist-
ing DoL'and DHEW 'bureaucracy. In structuring the WIN program
administration, both DoL and iDHEW failed to clearly define and re-
vise: (1) t'he definition of the functions which should be carried out by
each agency level (national, regional, state, and local) ; and (2) what
staff unit was responsible for each function. Irrespective of the type of
management any decision structure selected (either an administrative
structure as -was chosen, or a programmatic orientation), the lack of a
clear role definition for each component of the organization is a major
deficiency causing numerous 'administrative problems. Given the
administrative system selected, the efforts of this -deficiency -are
magnified, since management function demands' very high level of
coordination among the activities taking place'within separate admin-
istrative divisions. Furthermore, the basis for this coordination lies in
strict'adherence to prescribed roles and interrelationships.

Within the nation al offices of both DoL and DHEW, there are a
great number of divisions and bureaus which are theoretically con-
tributing to the operation of WIN. Only a handful of these offices are
actually staffed to accomplish their tasks, and as described earlier,
several of these staff units have overlapping responsibilities for the
program. As a, result, certain tasks are not being performed because
of lack of staff, and other functions are being duplicated or not per-
formed because two or more staff units share responsibility for that
function. Furthermore, many tasks which shoul d be accomplished
jointly by DoL and DHEW offices are often done separately or not
performed at all.

The situation is no better at the regional offices. Restructuring has
taken place at regional offices to correspond with the national office.
The major responsibility for regional WIN liaison with the states now
lies with the state generalists (even though -the specialist concept has
been revived). Because these generalists, who are not always familiar
with WIN, are uncertain of their role, the scope of their WIN-related
activity is typically determined by how much they desire to do or
what pressures they receive from the national or state WIN staffs on
a day-by-day basis.

On the state level the WIN staff in a majority of states admits that
they do not have a clear definition of their responsibilities. As a result,
the extent to which -the state level of each agency contributes to the
program varies dramatically. Some ES and welfare agencies funnel
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a major portion of the responsibility to the local level; others maintain
heavily centralized WIN operations at the state level.

It is only at the local level that one finds a semblance of definition of
role and responsibility. The responsibilities of WIN team members
have been more clearly differentiated, and these ES teams have, in
many cases, -pressured' local welfare departments to assume certain
defined tasks.

From this review of the existing structure at the Federal and state
levels, it should be evident that the current organizational structure
cannot be relied upon to adequately support the local WIN staff. There
is too great an opportunity for staff at either the Federal or state levels
to assume that a particular task does not fall within his area of re-
sponsibility. The tendency to "pass the buck" is very evident in the per-
formance of numerous substantive support tasks, such as monitoring,
evaluation, and budgeting, etc. Each of these tasks will be discussed
in the following sections of this report. It is sufficient to note that lack
of clear definitions of tasks is one casual factor creating problems in
these substantive areas.
Thmufficient Stafflng Throughout the System

The third area of administrative weakness is the insufficient staffing
of the program throughout the system. This weakness includes: (1)
the total number of WIN staff; '(2) the staffing arrangements; (3)
civil service requirements; and (4) staff training.

Number of Staff
At the national level, both the DoL and DHEW program units have

been reduced in size. Although the policy of decentralization in both
agencies has emphasized an increase in regional as oppYosed to national
authority, regional offices do not have sufficient staff to assume addi-
tional responsibility for WIN. The number of regional people in both
agencies who are responsible for WIN is minimal. In the THEW re-
gional offices, for example, no one person assigned the WIN responsi-
bilities works full-time on the program. In the DoL regional offices,
between July and December 1970, no position of WIN Specialist
existed.

At the state level. E!S and welfare have somewhat different staffing
problems. Those state ES offices which have assigned a sufficient num-
ber of people to WIN have frequently been plagued by job vacancies
and by division -of responsibility by 'administrative rather than pro-
gramm-atic considerations.

In contrast to the ES staffing problems, state welfare agencies defi-
nitely have not assigned the necessary numbers of staff to WIN.1 Staff
welfare functions for WI1N are generally accomplished on a crisis basis
by staff temporarily relieved of their regular duties to work on W-IN.
Limited by their lack of program knowledge as well as -by their rela-
tionship with line welfare staff, the state welfare staff for WIN can
exert minimal influence on the local welfare offices.

In most cases, the local level staffing parallels the state level. Local
ES WIN teams are generally adequately staffed: local welfare offices,
however, have allocated far too few- personnel. The result is that wel-

"Whether they could fill the positions or not is an open question.

65-745 0 - 71 - pt. 1 - 27
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fare supportive services are either performed by ES personnel or are
not performed at all.

Organization of Staff
Compounding the problem of insufficient number of staff is the

tendency, at all levels of administration, to organize staff inefficiently.
In both agencies, there has been a general reluctance to take the initi-
ative for WIN to develop workable staffing patterns that can function
in spite of obstacles imposed by the governing laws, rules, and regula-
tions.

Relustance to initiate workable staffing patterns is particularly evi-
dent in local welfare offices, where, regular AFDC caseworkers perform
WIN duties as well. With few exceptions, this organizational pattern
has rarely worked to the advantage of the program.' When this type of
organization is selected over alternative approaches, the AFDC case-
workers are less informed about WIN' and spend less time providing
supportive services to WIN enrollees than do the WIN caseworkers
whose sole responsibility is WIN clients.

Civil Service [Requirements9
WIN must operate in accordance with the existing civil service re-

quirements, as well as in accordance with the legislation and agency
guidelines. In several respects, this requirement has had a negative
effect on the program. At the local level, WIN team positions are
often filled by young, inexperienced people who are more interested
in career advancement than they are in WIN, and who leave the pro-
gram once they have gained valuable experience. Furthermore, in
many states, restrictive civil service requirements have not been waived
to permit capable and committed para-professional staff to perform
professional duties. Finally, although the civil service system prides
itself on offering a fair opportunity for advancement to all interested
persons, the lengthy process of testing and selection frequently has a
detrimental effect on WIN. Both the oral examination portion and
other aspects of the selection process have delayed actual hiring for as
much as six to eight months. When WIN positions have been left
vacant, such delays have had a definite negative impact on the quality
of program operations.

Staff Training
The fourth and final aspect of WIN's weakness in staffing is the

insufficient training provided by both DoL and DHEW. Given that
the number of staff assigned to WIN is, in many instances, appreciably
below the level of need, and that staffing patterns and civil service re-
quirements are frequently detrimental to smooth program operation,
it is necessary that all staff receive comprehensive and frequent pro-
gram training.

Staff training is deficient at all levels of government in both agencies.
Although at the inception of WIN, the national level Inter-Agency
Task Force provided extensive training all over the country, at the
present time, the national program people in both DoL and DHEW

I The exception to this generalization is agencies where AF'DC caseloads are small
enough to allow workers to deal, both with clients who require special services as well as
with all other clients.
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are not offering any training at the state level. The emphasis or decen-
tralization which exists in both DoL and DHEW has meant that the
responsibility for training of state personnel has been delegated to
the regional offices.

Although regional offices are designated the responsibility for train-
ing state level personnel, at the present time both the frequency and
comprehensiveness of any training which is offered vary widely by
region. Some regional personnel take it upon themselves to develop
and offer a very sophisticated training package. Topics covered may
include: preparation of the annual State Comprehensive Plan and
Budget; joint ES-welfare operations; reporting. and funding. Other
regional offices offer minimal training or no training at all. Because
the training offered by the regional offices is, in many instances, in-
frequent and incomplete, many -state WIN personnel lack a clear
understanding of the purpose and operation of the program.

The amount of staff training which is -performed at the state level in
order to inform local personnel varies by state. Although the BWTP
guidelines outline specific topics to be covered in team training (Sec-
tion 304), the adherence to these suggestions is relegated to the pre-
rogative of each state. Training can be provided by both ES personnel
and by local universities. In many states, local team members -are per-
mitted and encouraged to take advantage of in-service training
opportunities.

The quality of staff training for WIN which is available at each
level of government is affected by the larger framework in which that
training is offered. The interagency administration of WIN necessi-
tates joint training yet complicates the development of a training pro-
gram which is appropriate for all -parties. The 'Federal-state nature of
the program demands that individual levels communicate program
knowledge to each other through intergovernmental training sessions,
.yet contains -a built-in deterrent to a smooth flowv of information.
Finally. the administrative rather than programmatic division of re-
sponsibility for WIN nicely separates the various functions for which
staff training might be offered, vet creates a need to train scattered
rather than centralized personnel. The weaknesses which characterize
staff training, like the weaknesses of number and pattern of staffing,
are a function of the WIN system.

SYNOPSIS

Three major weaknesses have characterized the organizational struc-
ture of WIN at the Federal, state and local levels of government. First
of all, the program has beeni staffed according to administrative, as
opposed to programmatic considerations, and has been submerged
into the existing structures of both DoL and DHEW. The results
have been -that: many WIN staff people have not been thoroughly
trained in program procedures, the hostility toward WIN of many
line agency nersonnel hia- had a negative effct on the program; tha
overall coordination of WIN has been hindered ; that WIN has suffered
from the labor and welfare agency reorganizations which have been
occurring; and that WIN has, more recently competed with the Family
Assistance Plan for attention and support.

73
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The second weakness which has characterized the organizational
structure of WIN has been the lack of clear definition of roles and
responsibilities. At all levels of government in both agencies, the

sEcification of duties has remained unclear. Only at the local level of
teEmployment Service has there been detailed specification of staff

tasks.
The third and final weakness which has characterized the organiza-

tional structure of WIN is in staff. The number of people who have
been assigned to the program is severely ihadequate. Particularly
welfare staff, who are not separately budgeted for WIN, have been
hard-pressed to accommodate WIN as well as non-WIN participants.
Even DoL staff, who are separately itemized in the budget, have
suffered from their inability to institute appropriate organizational
patterns. Furthermore, inadequate staff training and civil service
requirements have further aggrevated the staffing problem.

in light of these deficiencies in the existing organizational structure
for WIN, an attempt should be made to at least revise the existing
structure, or at best -to develop a new organizational structure appro-
priate for both agencies at all levels of government. The revised or
innovative approach which is selected should ensure that personnel
responsible for WIN are able to perform their duties with minimal
interference from the non-WIN personnel in DoL and DHEW; in-
formed of the role which they play in the WIN system and of their
relationship to the other personnel in the program at their own and at
other levels of government; and are adequately assigned and trained to
perform their duties effectively.
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LABOR DEPARTMENT MEMORANDUM ON STATUS OF
IMPLEMENTATION OF 1970 AUERBACH REPORT
RECOMMENDATIONS
[NOTE: The Auerbach Corporation transmitted a report to the

Labor Department "An Appraisal of the Work Incentive Program"
on March 15, 1970. The findings of this report are summarized in the
narrative description of WIN on page 35 of this pamphlet. The entire
report is printed in the Committee Print "Reports on the Work In-
centive Program," pages 195-345, August 2, 1970. The staff requested
the Department of Labor to provide a status report on the imple-
mentation of the recommendations made by the Auerbach (1970)
WIN study. The following memorandum for Jerome M. Rosow,
Assistant Secretary of Labor for Policy, Evaluation, and Resear~h
was submitted in response to the staff request.]

(75)



412

Labor Department Memorandum on Status of Implementation of
1970 Auerbach Report Recommendations

U.S. DEPARTMENT OF LABOR,
OFFICE OF THE ASSISTANT SECRETARY FOR MANPOWER,

Washington, D.C., July 20, 1971.
Memorandum for Jerome M. Rosow, Assistant Secretary for Policy,

Evaluation and Research.
Subject: Implementation of Auerbach Recommendations.

This is in response to your memorandum of June 30, 1971, regarding
a request from Mr. Fred Amner of the Legislative Reference Service
for a status report on the implementation of the recommendations
made in the Auerbach WIN Evaluation. The first recommendation
made in the final report wvas for the improvement of interagency liaison.
During fiscal year 1971, the Department of Labor and the Department
of Health, Education, and Welfare made concerted efforts to improve
coordination between the two agencies at both national and regional
levels. A joint program committee, an outgrowth of the interagency
task force established in 1970, met regularly, and joint task force
visits were carried out by national office staff. A joint instruction to the
ES and Welfare agencies on sources of in-kind contributions to meet
the 20 percent State matching requirements is in the final stages of
preparation. Another joint issuance will establish a HEW/DOL WIN
interagency working group to assure maximum cooperation and
coordination at both regional and local levels.

The second major recommendation concerns the strengthening of
social supportive services and is the area with which HEW should be
most concerned.

The third recommendation calls for more intensive labor market
analysis and job development. Several things are being done to
strengthen this activity. First, reorganization of the regional offices
has been completed making more staff available for monitoring and
providing technical assistance to all manpower programs. Increased
monitoring activities have enabledregional offices to uncover problem
areas, especially in job development, and to deal more effectively
with the heavy workload that individual project monitoring demands.
In addition, a regional monitoring handbook has been developed and
will be distributed to the regional offices during August 1971. This
handbook will provide a uniform system and method for monitoring
and will improve the gathering of useful information with which to
evaluate WIN propam performance. As monitoring coverage ex-
pands, program problems at the project level should be more quickly
identified and solved. To improve job development activity there
has been a marked expansion of job banks in fiscal year 1971. They
have been increased from 42 in fiscal year 1970 to 88 at the present
time. Job development became more difficult in fiscal year 1971 be-
cause fewer job opportunities were available. Although 15,791 en-
rollees were placed in jobs and completed the follow-up period this
year and an additional 12,900 have been placed in jobs and are still
in follow-up, the number of enrollees in the job entry holding category
has doubled since the beginning of fiscal year 1971.

.The following comments concern the "other recommendations"
starting on page 14 of the report. These recommend tions are being
divided into three categories.
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1. RECOMMENDATIONS BEING IMPLEMENTED BY THE WIN PROGRAM

Encouragement of Civil Service to adopt Iprocedures and salary
levels needed to recruit and retain personnel required to make pro-
grams such as WIN succeed and to develop career ladders'for all
WIN staff, including coaches and clerks.

Comment.-National office continued to encourage regional and
State offices to work with State civil service commissions to change
salary levels and procedures that hinder WIN operations. Progress
has been made, particularly in regard to salary levels and career
ladders for coaches.

Recruitment and employment of more minority group staff for
WIN projects particularly those Which serve minority clients.

Comment.-Although this is not a problem in all areas, efforts
continue to liberalize hiring requirements imposed by State civil
service structures. The need for minority group members on WIN
teams has been part of the WIN "p~hilosop)hy" from the beginning and
is stressed during training sessions and monitoring visits.

Use of a combination-of-skills approach to employability develop-
ment, whether through the use of teams or not, and where teams are
used full utilization of all specializations in employability planning and
development, including participation of coaches.

Comment .- Progress continues in the utilization of the combination
of skills or team approach to employability development. In the past
year, several additional States have either adopted this idea or are
in the process of implementing it. A Manpower Administration-
Indiana University study is now being completed on the factors
relating to success in the employability development team approach
in WIN and CEP projects. Different team approaches will also be
tried in the five WIN models to be installed in fiscal year 1972.

Institution of experimental education components for enrollees, as
alternatives to standardized basic education and GED courses.

Comnment.-Several additional learning labs have been approved and
national office continues to receive favorable reports on the usefulness
of these laboratories. Through the monitoring process we are en-
couraging States to develop innovative training methods.

Regular WIN monitoring of the quality of subcontract components
and careful monitoring of work experience components, to ensure that
they are really related to employability development, and are not just
"busy work."

Gomment.-These recommendations will be covered by the increased
monitoring activities mentionedl in the comment on the third major
recommendation.

More diversity in vocational training and substantially increased
utilization of on-the-job training.

Comment .- The availability of diversified training including OJT is,
of course, vital to the program; and both have been stressed in the past.
A simplified OJT system has been devised for WIN and will be availa-
ble shortly to the States. Comments received from job development
staff in twvo States who have been trained in the use of the new
WIN-OJT system indicate that the new procedures greatly improve
staff capability to interest employers in OJT contracts.

Provision of WIN petty cash funds to meet the immediate emer-
gency needs of enrollees, such as transportation and lunch.
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Comment.-Authorization for States to set up petty cash funds has
been issued under program letter No. 2517, dated November 10, 1969.

Provision of additional counselors for WIN, to alleviate the backj am
observed in many projects; in projects using teams, this could mean
provision of two counselors to a team.

Comment .- An enriched staffing pattern has been possible for a year,
and there should be no shortage of counselors as a result of inadequate
funding for staff.

Issuance of joint, interagency guidelines.
Comment.-As mentioned in 'the comment on the first maj or recom-

mendation, the HEW/DOL Program Committee has been working
jointly on issuance of guidelines.

Reduction of overlapping. reporting requirements and other paper-
wvork by the use of standardized forms, acceptable to varying agencies
and levels of government.

Comment .- HEW and DOL have established separate reporting
systems so that a long-range effort would be required to implement this
recommendation. There is also a basic difference in the kind of data
needed by each Department that would make the effort difficult.
Some reduction of reporting has taken placed within DOL. The WIN
and CEP programs are present using standardized reporting forms.

Ongoig inervietrig for all welfare and manpower staff
directly involved in WIN and inservice training in vocational guidance
and the labor market for WIN counselors.

Comment.-While most staff training is still being conducted by
State agencies, eight of the largest WIN States have received con-
siderable training of teams and staff in fiscal year 1971 under a
technical assistance contract. We are currently involved in the prepa-
ration of a staff development program for employability development
teams which will be installed in fiscal year 1972.

Consideration of alternatives to child care, such as development of
jobs which coincide with school hours.

Comment .- This approach could be stressed but there has been no
discussion at the national office level concerning it. Locally, arrange-
ments like this can be, and are, being considered in individual em-
ployability plans. Local labor market conditions, specifically shift
workers, make implementation of this recommendation unrealistic
in many areas.

Preenrollment contact of referred clients, preferably in the form
of a personal visit to the client's home by a member of a WIN team.

Comment.-This is an excellent idea that serves to reduce the "no
show" problem and facilitates the enrollment process where it can
be worked out. While this procedure is being followed in some indi-
vidual projects, a national policy requiring lpreenrollment contact
has not been issued because the coaches in many projects are already
overworked, and in some cases, Welfare feels that Labor has no role
until after actual enrollment.

Institution of subtle screening procedures to insure that per~sons
with considerable work experience are not assigned to world-of-wvork
classes.

Comment.-This component is being increasingly monitored under
the reorganization of th regional offices.
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Reduction in pressure to bring project enrollments up to "author-
ized levels" in areas where the problem is lack of adequate services and
components.

C'omment.-This is not a universal problem with WIN, although we
are still underenrolled nationally. Where there is good Cooperation on
the project level, this has been worked out locally through a paper
referral process. It should be mentioned here that Welfare is required
by law to refer all eligibles.

More careful and flexible use of testing in employability planning.
Comment.-Although no national policy has been issued, States do

have the authority to contract with other agencies if a wider variety
of tests are needed than are available in the Employment Service. WIN
is also testing and evaluating the use of work samples as a flexible
means of determining trainee potential.

Development of public sector employment options for WIN gradu-
ates, where needed, including, more imaginative use of special work
proj ets

Comrent.-Problems continue to arise in implementing the WIN
Special Works Projects component largely because of the complex
financial arrangements of the program and the necessity for the State
to contribute a large share of the participants' wages. However, an
innovative approach to these projects is an important component in
a Vermont experimental program.

Improvement of WI N physical facilities where needed, including
private counseling offices or booths.

Comment.-There should be no program problem preventing the
securing of adequate facilities for WIN, as this is negotiable between
the States and regional offices as a part of the State plans and
budgets. Any State can request permission to obtain facilities for
individual projects.

11. RECOMMENDATIONS THAT ARE THE PRIMARY CONCERN OF HEW

Adoption of equitable income disregards for men as well as women.
Prereferral physical examinations for all clients selected for WIN.
Adoption of uniform screening, assessment and referral criteria.
Consideration of WIN child care needs as part of a national child

care needs assessment.
Adherence to regulations requiring welfare department to develop

adequate child care plans for mothers referred to WIN.
Provision of in-service training for persons charged with arranging

child care.
Institution of national program to provide college courses in child

care provision, and to encourage qualified persons to enter this field
in greatly increased numbers.
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IIl. RECOMMENDATIONS THAT CANNOT BE IMPLEMENTED THROUGH
ADMINISTRATIVE ACTIONS UNDER EXISTING LAW

Elimination of the provision for mandatory referral of mothers.
Elimination of the requirement to make referrals to WIN even if

no components are available.
Change in legislation which removes youth from their families'

welfare grants after the age of 18 if they fail to enroll; 'since many
proj ects are backlogged at the enrollment point, youths referred
but not enrolled should continue to be eligible.

Provision of a national allowance for AFDC recipients in training
programs (possibly adjusted for area. cost-of-living indexes) for such
out-of-pocket expenses as transportation, lunch, etc.

Implementation of a single check pa m ent system to cover grants,
child care, special allowances and WI incentives.

Full government funding for the wages of special work projects
participants, at least initially, so that the sponsor bears P.o additional
payroll cost.

MALCOLM R. LOVELL, Jr.,
Assistant Secretary for Manpower.
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CHARTI1.-FEDERALLY AIDED WELFARE RECIPIENTS- UNDER PRESENT
LAW AND NUMBER ELIGIBLE UNDER HR. 1

The Department of Health, Education, and Welfare estimates
that 26~ million persons will be eligible for Federal welfare benefits in
1973 under H.R. 1 compared with 15 million recipients under present
law.

The chart shows the difference in the number of Federally aided
welfare recipients under H.R. 1 as compared with present law in
fiscal 1973, and also the tremendous growth of the Aid to Families
with Dependent Children program since 1967. (The AFDC rolls stood
at 5.3 million in 1967, 9.6 million in 1971; it is estimated by the De-
partment of Health, Education, and Welfare that 11.6 million persons
will be on the rolls in 1973.)

Of the 11 million recipients who would be added to the Federal
welfare rolls under H.R. 1, about 8 million would be persons in
families and three million would be aged, blind, or disabled. These
statistics do not include an estimated additional 2.1 million welfare
recipents who would receive State suI)1lementary payments only (1.2
Million people in families and 0.9 million aged, blind, and disabled per-

sons). Thus the Department of Health, Education, andl Welfare esti-
mates that a total of about 28 million persons would be eligible for
Federal and State welfare benefits in 1973 if H.R. 1 were enacted.

The Department estimates that 13 2 million of the 19 million
people in families who would be eligible for Federal welfare payments
under H.R. 1 would be in the 0 pportunites For Families (OFF)
program administered by the Department of Labor while about
5 2 million recipients would be in the Family Assistance Program
administered by the Department of Health, Education, and Wlelifare.
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Chart 1
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CHART 2.-WELFARE PROGRAMS FOR FAMILIEs

Under the p resent program of Aid to Families with Dependent
Children, all families seeking assistance make application with the
State welfare agency, which determines their eligibility, makes
assistance payments, and refers any family members it finds ap ro-
priate to the State employment service for participation in em oy-
ment or job training under the work incentive (WIN) program. Under
H.R. 1 families applying for assistance would be divided into two
groups, those including an employable member and those not including
an employable member. The determination as to whether or not a
family contains an employable member would be made by the Depart-
ment of Health, Education, and Welfare in accordance with specific
criteria set forth in H.R. 1.

Families which included an employable member would apply for
assistance under the Opportunities For Families (OFF) program
administered by the Department of Labor. A family member would be
considered "employable" unless he were exempt from registration
for work and training under one of certain specified conditions. Gen-
erally, all able-bodied adults-including children 16 and over who are
not in school-would be considered employable except mothers of
children under 3 (under 6 until June 1974), mothers of families in
which the father is registered, and those needed at home to care for
a sick or disabled family member.

A family member who was exempt from registration but neverthe-
less voluntarily registered for work or training would also be considered
employable, and his family would accordingy come under the Labor
Department OFF program.

Families which contained only members who were exempt from
the registration requirement and who did not voluntarily register
would apply for assistance under the Family Assistance Plan (FAP)
administered by the Department of Health, Education, and Welfare.

The cash assistance provisions of WIR. 1, including benefit levels,
are identical for the OF1F and FAP programs.

The chart shows the benefit levels which would be payable for
families of various sizes with no other income. The benefits payable to
families which do have other income would be lower, with the amount
of the reduction dependent upon the nature and amount of that other
income. Generally, unearned income would cause a dollar-for-dollar
reduction while earned income would cause a reduction on a less than
dollar-for-dollar basis.
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Chart 2

Welfare Programs for Families

*If family includes an employable member
(under criteria listed in H. R. 1). family is
eligible to receive benefits under OFF
program administered by Labor 1~ept.

* ffamily'dloes not include an employable
member, family is eligible to receive benefits
under FAP program administered by HEW

*B~enefit levels under both programs arethe same:
Family Payment to family
Size with no other Income
2 $1,600 annually
3 21000
4 2,400
5 21800
6 3,100
7 3,400
8 or 3,600

5

65-745 0 - 71 - pt. I - 28
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CHART 3.-WELFARE PROGRAMS FOR FAMILIES: FEDERAL
ELIGIBILITY STANDARDS

The present program of Aid to Families with Dependent Children
(AFDC) lprovid es assistance only to families in which the father is
dead, incalpacitatedl, absent from the home, or (at the State's option)
unemployed. For such families, assistance is provided if they meet
the eligibility requirements established by each State with respect
to such factors as level of income andI amount of resources. Under
H.R. 1, assistance would be extended to all families, including
families in which the father is present, with at least one child under age
18 (or under age 22 and regularly attending school) if they met cer-
tain nationally uniform elegibility requirements specified in the bill.

To be eligible for a Federal wvelf are payment, a family's total
countable illcpme would have to be less than $800 for each of the
first two family members, plus $400 each for the next three members,
$300 each for the next two, andl $200 for the eighth member.

In determining countable income, certain types and amounts of
income would be excluded:

$720 annually in family earnings plus one-third of the re-
mainder;

Subject to certain limits, the earnings of school children, small
amounts of earnedl and unearned income received infrequently
or irregularly, and earnings used to obtain child care services
required to permit a family member to work or take training;

Assistance based on need, including qualified State supple-
mentary welfare payments but not including veterans' pensions;

Federal or State allowvances for training programs under the bill;
Scholarships to cover tuition and fees;
The value of home produce;
One-third of any alimony or support payments; and
Amounts received for providing foster care.

Eligibility would be limited to families with total resources of
$1500 of less. In determining this limitation, the value of the home,
household goods, personal effects, and property needed for self-
support would, if found reasonable, be excluded. Also, life insurance
policies would not be counted if the face value of all policies for each
individual were less than $1500.

A family could not receive assistance under H.R. 1 if the head of
the house old were a full-time undergraduate or graduate college
student.

Individuals who would be required to register for work and trainingexcept for an incapacity caused (even in part) by drug or alcohol
abuse would be ineligible for assistance unless they were undergoing
approrrnate treatment for these conditions at approved institutions.
This limitation on eligibility would apply only if such treatment
were available.
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Chart 3

Welfare Programs for Familioes
Federal Eligibility Standards

*Family must include one chilId under age 18
(or under age 2Z and in school)
@First $720 of annual earnings and 1/3 Of
additional earnings not counted; certain

oter income exclusions specified
*Countable income must l'be Now speci fled limits:

Family spize Limit Family Size Limi
2 $1/600 6 $3,100
3 2,000 7 31400
4Z4400 & or 3,600
5 2/800 more

*Countable resources must be under $1,50
#Head of household may not be full time
college student

*A II -fami ly members must apply for any other
benefits for which they might be eligible

*Drug addicts and alcoholics eligible only if
undergoing any treatment that may be
appropriate
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CHART 4.-WELFARE PAYMENTS To FAMILIES: ADMINISTRATIVE
PROVISIONS

Present programs of assistance to families with children are admin-
istered by State welfare agencies. Under H.R. 1, the Departments
of Labor and of Health, Education, and Welfare would be directly
reponsible for the administration of the Federal welfare programs
for families. The bill would require these Departments to prescribe
such rules on the filing of applications, the furnishing of evidence and
the reporting of changes in family circumstances as is necessary to
determine eligibility for and the amount of assistance. The Depart-
ments could also require other Federal agencies to furnish any informa-
tion they had which was needed to verify a family's eligibility or the
amount of benefits due.

Families failing promptly to make required reports or to furnish
requested evidence would be penalized by $25 for the first failure, $50
for the second and $100 for each failure in excess of two. These pen-
alties would be withheld from the family's assistance payments. At
the end of each quarter, each family would be required to submit a
report containing information concerning its income and other
eligibility factors for that quarter. If the report were not filed within
30 days after the end of the quarter, no further payment to the family
could be made until the report was received.

A family's benefit payment would be based on estimated income to
be received during a quarter; but benefit entitlement would be based
on the actual income it received during the quarter in which welfare
payments were made, with further adjustment made for income, if
any, above the eligibility limit during the 3 preceding quarters.
Any difference between benefits received and benefits to which
the family was entitled would represent overpayments or un-
derpayments, with appropriate adjustment in subsequent benefits.

At the time a family initially applied for assistance, it could be paid
an advance against future benefits of up to $100 if it faced a financial
emergency and was apparently eligible for assistance.

After a family had received assistance for a continuous period of
24 months, no further payments would be made unless the family
filed a new application which would generally have to be processed as
though the family were seeking assistance for the first time.
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Chart 4

Welfare Payments to Families
Administrative Provisions

*Federally administered,* HEW, Labor to
require such reports and evidence as are
needed to establish eligibility; "Isimple
declaration" method precluded

# Penalties of $25 'to $100 for failure to make
required reports or furnish evidence promptly

*Each family must file quarterly income
report; welfare cut off if report not filed
within 30 days of end of quarter

* Payments based on estimated income for
quarter;, entitlement based on actual income
'for quarter. In both cases, adjustment is
made for excess income -in 3 prior quarters.

*A I I FederalI agencies required to furnish
information needed to verify eligibility
*Up to $100 may be advanced pending
verifiation of eligibility
*Family must reapply after 2 years on
welfare
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CHART 5.-STATE SUPPLEMENTATION OF FEDERAL WELFARE
PAYMENTS To FAMILIES

The basic Federal levels of assistance established under H.R. 1
($2,400 for a family of 4) would in some States be higher than and in
other States be lower than the current State payment levels; about
30 States presently provide more than $2,400 in assistance annually
for such families. In addition H.R. 1 would make welfare recipients
ineligible to participate in the food stamp program. In all but 9 States,
the value of food stamps together with welfare payments to a family
of four with no other income exceeds $2,400.

States wishing to supplement Federal welfare benefits would be
required to follows the Federal rules for the treatment of income (for
example, the first $720 of annual earnings and one-third of earnings
in excess of $720 would have to be disregarded).

H.R. 1 would permit States to enter into agreements with the
Secretary of Health, Education, and Welfare for Federal administra-
tion of State supplemental benefits. Under such an agreement, supple-
mental payments would have to be made to all families eligible for
Federal assistance payments under H.R. 1 in which the father was
dead, absent, or disabled, except that States could require a period of
residence in the State as a condition of eligibility for benefits. In
addition, State supplementation administered by the Federal govern-
ment would have to 'follow rules prescribed by the Secretary of
Health, Education, and Welfare as necessary "to achieve efficient and
effective administration."

The States would not be required to reimburse the Federal govern-
ment for any part of the costs of administering State supplementation.
States would, however, have to pay for the full amount of the supple-
mental payments subject to a savings clause which limits the total
amount of certain State expenditures for assistance to the aged, blind,
and disabled and to families to 1971 levels.

If a State elected to administer its own supplemental pyaments,
there would be no Federal sharing of administrative costs and the
savings clause would not a apply. The State would have to follow the
Federal income exclusion rules but would otherwise be free to establish

*all terms and conditions of eligibility for supplementation.
H.R. 1 would require States to provide supplemental payments at

a level sufficient to maintain current welfare payment levels (adjusted
upward for the loss of food stamp eligibility) until the State govern-
ment took some affirmative action to eliminate or set a different level
of supplernentution.
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Chart 5

State Supplementation of Federal
Welfare Payments to Families

@About 30 States currently pay more than

$2,400 to a family of 4 with no other income

*If State chooses to supplement Federal
welfare payment, Fedleral earned income

disregardl ancl other income exclusions must
apply. State may choose Federal administration
of supplementation program.

if State-administered,, If -FeIera I X dm in istered:
'State determines
coverage and other
eligibil ity rules

*State pays full
administrative cost

* State. pays full cost of
supplementary
payments

#State must make eligible all
families receiving Federal
welfare payments
- in which the father is dead

absent, or incapacitated
- if family meets State duration

or residence requirement (if any)
Federal administrative
procedures apply

#State pays no
administrative cost

#Savings clause limits State
welfare costs to current
level if certain conditions
are met
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CHART 6.-WELFARE RECIPIENTS IN FAMILIES UNDER PRESENT
LAW AND NUMBER ELIGIBLE UNDER HR. 1

According to the projections of the Department of Health, Educa-
tion, and Welfare, there will be 11.6 million recipients of Aid to
Families with Dependent Children by fiscal year 1973. H.R. 1 would
raise the number of persons in families eligible for Federal welfare
payments to 19.4 million; the Department estimates that an additional
1.2 million persons would eligible only for State supplementary pay-
ments.

The Department projects that under present law the AFDC rolls
would continue to rise rapidly after 1973, reaching a caseload of 15.8
million by 1977. This projection is based on an assumption that poor
quality control will continue and that efforts at training anid job
creation will continue to be minimal.

By way of contrast, the Department projects that the number of
persons in families eligible for Federal welfare payments will decline
steadily from 19.4 million in 1973 to 17.2 million in 1977. The Depart-
ment maintains that the primary differences between AFDC and the
proposed family program which lead to these different growth
assumptions are:

(1) Replacing a monthly. with an annual accounting period;
(2) Replacing poor quality control with an efficient, automated

national system;
(3) Changes in earnings disregards; and
(4) Replacing minimal efforts at training and job creation

with a much larger and more effective program.
The figures on the chart do not include recipients who are receiving

State supplemental benefits only. The Department of Health, Educa-
tion, and Welfare estimates that the number of these recipients will
rise from 1.2 million in 1973 to 1.3 million in 1977..

12
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Chart 6

Welfare Recipilents in Families
Under Present Lw and Number
Eligible Under I{R.1

1967 1973 1977
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CHART 7.-FEDERAL WELFARE COSTS, FISCAL YEAR 1973

The chart shows the impact of H.R. 1 on Federal wvelf are costs in
fiscal 1973.

Federal funds for welfare payments will rise by an estimated $4.6
billion, partly offset by a reduction of $1.4 billion in food stamp costs.
An additional $1.7 billion will go for increased Federal expenditures
for child care, manpower training and supportive services, an 'd public
service jobs. Federal assumption of the costs of administering welfare
will add another $0.7 billion in costs in fiscal 1973. Finally, a savings
of $0.1 billion is projected in twNo programs, the assistance programs
for Cuban refugees and for American Indians.

Thus the total additional Federal welfare costs for fiscal 1973 will
be $5.5 billion. This will bring the total Federal wvelf are costs for that
year to about $15 billion. Medicaid costs are not included within
these calculations.
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Chart 7

Federal Welfare Costs, FY 1973
Current law

2.2 bil1.

2.4 bil1.
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and disable persons
Payments to States

under savings clause
Food stamps
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Child care
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Public service jobs
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Administration
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programs

H.R.1 Increase
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4.1 bii. + 1.9 bii.
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CHART 8.-DESERTING FATHnRS

Under present law, States are required to attempt to obtain and
enforce court orders for support against deserting parents of children
in families eligible for Aid to Families with Dependent Children.
Last year's Finance Committee bill would have authorized the
Attorney General of the United States to seek to enforce any such
State-obtained support orders and to refund to the States from the
amounts he collected their share of any assistance payments made to
the families involved. H.R. 1 contains no comparable provision
concerning Federal enforcement of court orders, but the bill would
increase from 50 to 75 percent the Federal matching for State costs
incurred in securing and enforcing support orders.

The 1970 Finance Committee bill1 also would have made a deserting
paetliable to repay to the United States the Federal share of
wefr ayments made to his family during the period of abandon-

ment. (This liability would not, however, exceed the amount of
support owed the family under a court order if one had been issued).
The same type of liabity to the United States for Federal welfare
payments would be imposed upon deserting parents under the pro-
visions of H.R. 1 . However, where the Finance Committee bill directed
the Attorney General to make recovery, H.R. 1 provides for the
liability to be withheld from payments owed by the United States to
the deserting parent such as, for example, income tax refunds or
social security benefits.

Both H.R. 1 and last year's Committee bill would have made it
a Federal crime for a parent to cross State lines in order to avoid his
parental support responsibilities.
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Chart 8

Deserting Fathers
1970 Finance (im. Bill
*Deser tihjP$f t her

share of welfare pay-
ments to his familly;
recovery to be obtined
by Attorney General

"Criminal penalty for
crossi ng State Iine to
avoid par-ental
respons*biliies

OAttorney General to
enforce State support
orders and refund State
share of welfare from
amounts collected

H Ft.1,
* Same, except recovery
to be made by With -
holding from future
payments owed
individual by U.S.

*Same

* Federal matching raised
from 50% to 75%/, for
State efforts to obtain
and enforce support
orders
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CHART 9.-MEDICAID WORK DISINCENTIVE

H.R. 1 would require that welfare recipients with earnings pay a
deductible under the Medicaid program; the amount of the deductible
would increase as earnings increased.

In the 24 States which today extend Medicaid coverage only to
cash assistance recipients, the Medicaid deductible would rise one
dollar for every three dollars of earnings above $60 monthly. However,
since the Federal welfare payment would also be reduced two dollars
for every three dollars earned, the net effect would be a three dollar
reduction for each three dollars earned.

For States extending Medicaid coverage to persons not eligible for
cash welfare payments, the same dlisincentive effect would occur,
beginning with monthly earnings above a specified amount which
would depend on State eligibility levels for cash assistance and for
Medicaid.
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Chart 9

Medicaid Work D isincentive

Under H. R. 1 inZ24 States, for
every $3 earned monthly above $60,
-cash assistance is reduced $2

-Medicaid ded ucti ble is increased $ 1

In other States, for every $3 earned
monthly above a specified amount
(depending on State el igibility l evels for
cash assis-tance and for Medicaid),

-cash assistance is reduced $2
-Medicaid deductible is increased $1

$3
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TABLE 1.-NUMBER OF WELFARE RECIPIENTS UNDER CURRENT LAW AND NUMBER OF PERSONS
ELIGIBLE FOR BENEFITS UNDER H.R. 1 BY STATE, FISCAL YEAR 1973

thousands]

Number of recipients under current law
Number of persons eligible for Federal benefits

Lender H.R. 1

Adult Family
Total categories category

Adult
Total categories

t3Alabama.................
Alaska...................
Arizona..................
fikansas.................
California ................

Colorado.................
Connecticut ..............
Delaware ........ ....... 'District of Columbia .......
Florida...................

Georgia..................
Hawaii...................
Idaho....................
Illinois...................
Indiana..................

State
Family

category

408.2
16.4
97.7

149.0
2,335.6

146.2
141.5
36.1

101.7
449.9

485.1
43.8
30.6

639.5
168.1

149.0
2.9

24.3
75.6

599.7

46.7
17.1

5.0
15.0
91.6

140.8
4.7
6.3

90.9
27.7

259.2
13.5
73.4
73.4

1,735.9

99.5
124.4
31.1
86.7

358.3

344.3
39.1
24.3

548.6
140.4

761.9
25.3

163.2
404.5

2,444.4

190.6
200.2
58.5

144.9
917.6

961.0
63.0
52.4

959.4
355.4

174.8
5.8

55.0
114.5
608.7

47.6
53.1
10.4
24.9

228.4

231.0
13.4
11.4

226.9
88.3

587.1
19.5

108.2
290.0

1,835.7

143.0
147.1
48.1

120.0
689.2

730.0
49.6
41.0

732.5
267.1



TABLE 1.-NUMBER OF WELFARE RECIPIENTS UNDER CURRENT LAW AND NUMBER OF PERSONS
ELIGIBLE FOR BENEFITS UNDER H.R. 1 BY STATE, FISCAL YEAR 1973.-Continued

[In thousands]

Number of persons eligible for Federal benefits
Number of recipients under current law under H.R. 1

Adult Family Adult Family
State TotalI categories category Total categories category

Iowa ........................ 116.2 26.9 89.3 241.7 45.6 196.1
Kansas ...................... 104.0 18.4 85.6 234.1 70.4 163.7
Kentucky .................... 259.8 89.5 170.3 621.0 162.3 458.7
Louisiana.................... 473.3 149.8 323.5 823.7 212.1 611.6
Maine........................ 91.9 17.9 74.0 131.0 38.0 93.0

Maryland .................... 217.5 28.3 189.2 388.5 71.7 316.8
Massachusetts ............... 417.5 82.1 335.4 536.3 145.2 391.1
Michigan .................... 517.5 72.5 445.0 841.7 217.3 624.4
Minnestoa ................... 159.5 33.0 126.5 346.1 93.6 252.5
Mississippi .................. 269.4 111.7 157.7 626.3 174.7 451.6

Missouri..................... 332.3 124.9 207.4 555.5 187.3 368.2
Montana ..................... 26.0 6.1 19.9 51.8 11.5 40.3
Nebraska .................... 57.5 13.9 43.6 124.3 26.6 97.7
Nevada ...................... 23.1 3.7 19.4 37.8 14.0 23.8
New Hampshire............... 30.9 6.0 24.9 49.1 13.6 35.5



New Jersey .................. 517.6 37.0 480.6 603.3 160.3 443.0
New Mexico.................. 100.1 19.9 80.2 144.1' 26.6 117.6
New York ................... 1,550.0 201.7 1,348.3 2,067.2 499.1 1,568.1
North Carolina ............... 248.2 77.0 171.2 821.6 186.2 635.4
North Dakota................ 20.4 6.3 14.1 58.4 12.3 46.1
Ohio ........................ 523.7 97.3 426.4. 928.7 230.0 698.7
Oklahoma.................... 218.6 106.7 111.9 400.7 108.1 292.6
Oregon...................... 138.1 20.9 117.2 203.5 55.2 148.3
Pennsylvania ................ 880.2 116.0 764.2 1,267.5 337.0 930.5
Rhode Island................ 68.2 7.7 60.5 103.4 27.9 75.5
South Carolina ............... 142.3 34.8 107.5 466.8 94.4 372.4
South Dakota................ 32.4 6.7 25.7 76.8 13.9 62.9
Tennessee................... 358.1 98.1 260.0 830.4 222.0 608.4

STexas ....................... 771.6 287.0 484.6 1,571.3 373.0 1,198.3
Utah......................... 57.6 9.4 48.2 95.3 25.5 69.8
Vermont ..................... 25.1 7.1 18.0 44.8 14.9 29.9
Virginia...................... 185.4 26.6 158.8 566.5 120.1 446.4
Washington .................. 217.2 40.7 176.5 276.8 57.5 219.3
West Virginia................ 128.1 25.2 102.9 326.8 69.4 257.4
Wisconsin ................... 138.2 27.5 110.7 311.7 93.7 218.0
Wyoming ..................... 13.7 2.8 10.9 23.3 5.4 17.9
G3uam ........................ 2.8 .5 2.3 3.5 .9 2.6
Puerto Rico................ * 339.1 45.9 293.2 995.8 76.9 918.9
Virgin Islands................. 2.6 .5 2.1 3.9 .9 3.0

Ttl..... 15,025.1 3,385.3 11,639.8 25,503.3 6,189.2 19,314.1Tota I ...............



TABLE 2.-PROPORTION OF POPULATION RECEIVING WELFARE UNDER CURRENT LAW AND PROPORTION
OF POPULATION ELIGIBLE FOR BENEFITS UNDER H.R. 1 BY STATE, FISCAL YEAR 1973

[Persons in thousands]

Federally aided welfare Persons eligible for welfare
Civilian recipients, current law, benefits under H.R. 1,
resident fiscal year 1973 fiscal year 1973

population,
1973 Number Percent Number Percent

Alabama............................... 3,449.5 408.2 11.8 761.9 22.1
SAlaska ................................. 353.7 16.4 4.6 25.3 7.1

Arizona................................ 2,151.3 97.7 4.5 163.2 7.6
Arkansas ............................... 1,958.6 149.0 7.6 404.5 20.7
California............................. 23,052.0 2,335.6 10.1 2,444.4 10.6

Colorado............................... 2,529.9 146.2 5.8 190.6 7.5
Connecticut ............................ 3,353.4 141.5 4.2 200.2 6.0
Delaware ............................... 621.9 36.1 5.8 58.5 9.4
District of Columbia ...................... 734.3 101.7 13.8 144.9 19.7
Florida ................................ 8,195.3 449.9 5.0 917.6 11.2

Georqia................................ 4,914.6 485.1 9.9 961.0 19.6
Hawaii ................................. 840.7 43.8 5.2 63.0 7.5
Idaho .................................. 720.8 30.6 4.2 52.4 7.3
Illinois ................................ 11,643.9 639.5 5.5 959.4 8.2
Indiana................................ 5,503.8 168.1 3.1 355.4 6.5



Iowa .................................. 2813.0 116.2 4.1 241.7 8.6
Kansas ................................ 2252.8 104.0 4.6 234.1 10.4
Kentucky............................... 3,247.4 259.8 8.0 621.0 19.1
Louisiana .............................. 3,792.5 473.3 12.5 823.7 21.7
Maine .................................. 982.7 91.9 9.4 131.0 13.3

Maryland .............................. 4,520.4 217.5 4.8 388.5 8.6
Massachusetts.......................... 5,990.7 417.5 7.0 536.3 9.0
Michigan...............................9,504.7 517.5 5.4 841.7 8.9
Minnesota ............................. 4,034.5 159.5 4.0 346.1 8.6
Mississippi ............................ 2,145.4 269.4 12.6 626.3 29.2

Missouri............................... 4,851.4 332.3 6.8 555.5 11.5
Montana................................ 687.3 26.0 3.8 51.8 7.5
Nebraska .............................. 1,508.4 57.5 3.8 124.3 8.2~iNevada................................. 692.1 23.1 3.3 37.8 5.5
New Hampshire.......................... 815.5 30.9 3.8 49.1 6.0

New Jersey ............................ 7,900.4 517.6 6.6 603.3 7. E
New Mexico ............................ 1,032.5 100.1 9.7 144.1 14.0
New York.............................. 18,929.5 1,550.0 8.0 2,067.2 10.9
North Carolina.......................... 5,273.2 248.2 4.7 821.6 15.6
North Dakota ........................... 597.6 20.4 3.4 58.4 9.8

Ohio .................................. 11,160.3 523.7 4.7 928.7 8.3
Oklahoma.............................. 2,623.0 218.6 8.3 400.7 15.3
Oregon................................. 2,282.2 138.1 6.1 203.5 9.0
Pennsylvania .......................... 11,918.3 880.2 7.4 1,267.5 10.6
Rhode Island ........................... 968.5 68.2 7.0 103.4 10.7



TABLE 2.-PROPORTION OF POPULATION RECEIVING WELFARE UNDER CURRENT LAW AND PROPORTION
OF POPULATION ELIGIBLE FOR BENEFITS UNDER H.R. 1 BY STATE, FISCAL YEAR 1973-Continued

[Persons in thousands]

Federally aided welfare Persons eible for welfare
Civilian recipients, current law, benefisuder H.R. 1,
resident fiscal year 1973 fiscal year 1973

population,
1973 Number Percent Number Percent

South Carolina.......................... 2,624.8 142.3 5.4 466.8 17.8
South Dakota ........................... 641.1 32.4 5.1 76.8 12.0
Tennessee ............................. 4,038.0 358.1 8.9 830.4 20.6
Texas ................................. 12,098.1 771.6 6.4 1,571.3 13.0
Utah .................................. 1,179.9 57.6 4.9 95.3 8.1

Vermont......-,..............474.3 25.1 5.3 44.8 9.4
Virginia ................................ 4,988.7 185.4 3.7 566.5 11.4
Washington ............................ 3,748.0 217.2 5.8 276.8 7.4
West Virginia........................... 1,600.6 128.1 8.0 326.8 20.4
Wisconsin.............................. 4,678.6 138.2 3.0 311.7 6.7

Wyoming ............................... 327.5 13.7 4.2 23.3 7.1
Guam .................................. 104.0 2.8 2.7 3.5 3.4
Puerto Rico ............................ 2,953.7 339.1 11.5 995.8 33.7
Virgin Islands ........................... 100.9 2.6 2.6 3.9 3.9

Total ............................ 220,106.1 15,025.1 6.8 25,503.3 11.6
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ASSUMPTIONS USED IN FIVE-YEAR PROJECTIONS
The 5-year projections of maintenance payments costs under

H.R. 1 as reported by the Ways and Means Committee result from
separate projections of payments to families, payments to the
aged, blind and disabled, and administrative costs.

The assumptions used and their rationale are discussed in the
following paragraphs.

Administrative costs.-It was assumed that all States would turn
administration of maintenance payments over to the Federal
agency and would incur no administrative costs under the pro-
posal. Administrative costs under current law were projected by
assuming that the present State share of maintenance payments
administrative costs would grow at the same rate as the expected
growth rate for wage and salary income (6.3 percent per year).

Payments to aged, blind, and disabled--The following annual
growth rates were used in the projections:

[In percent]

Current law Proposal

Cases:
A ed ................ 2.0 2
BWind and disabled .:.5.0.....2

Payments: Aged, blind and disabled... 2.5 0

It was assumed that benefit levels would not change except as
required by the proposal. For the proposed program, and for the
current law aged program, it has been assumed that income in-
creases will offset population growth. For the current law disabled
program, it has been assume d that growth in both cases and pay-
ments will occur over the 5-year period as the program continues
to mature.

Current law growth rates have been a p plied to estimated 1972
caseloads in developing projections. Projections of cases and
payments under the proposal have been developed from census
survey estimates of the entire universe of eligibles at each of the
proposal's three stages.

Payments to families.-Projections of State payments to families
under current and proposed law were based on the following
annual growth rates for female-headed families:

[In percent]

Current law Proposal

Cases ................................. 8 3
Payments:

TotalI............................... 6 1
Federal ............................. 6 0
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Benefit levels were assumed to remain constant over time for
both the current and proposed programs.

The different growth rates for cases under current versus pro-
posed law result from the following considerations. It was as-
sumed that current law AFDC cases would grow at a rate which
would use up 90 percent of the estimated potential caseload by
1977. The caseload growth rate for the proposal assumes that
all eligible families have been included from an analysis of census
surveys and that future growth will be limited to general popula-
tion growth. The primary differences between AF DC and the
proposed family program which lead to these different growth
assumptions are: I

( 1) replacing a monthly with an annual accounting period;
(2) replacing poor quality control with an efficient, auto-

mated national system;
(3) changes in earnings disregards;
(4) replacing minimal efforts at training and job creation

with a much larger and more effective program.
Payments are assumed to increase more slowly than cases as

a result of expected increases in income.
The projections of families headed by working males, and the

payments for which they would be eligible under H.R. 1, were
developed on the basis of projected census data on all eligibles.
This group of recipients would decline over time since wage
increases would more than offset population growth.

(Prepared by the Department of Health, Education, and Welfare.)
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TABLE 3.-PROJECTED RECIPIENTS UNDER CURRENT LAW,
PERSONS ELIGIBLE FOR FEDERAL PAYMENTS UNDER H.R. 1,
AND PERSONS ELIGIBLE FOR STATE SUPPLEMENTARY PAY-
MENTS ONLY, FISCAL YEAR 1973-1977

[in millions]

Fiscal year

1973 1974 1975 1976 1977

Recipients under current law:
Persons in families with

dependent children ......
Aged, blind and disabled ....

Total recipients under
current law ...........

Persons eligible for Federal
benefits under H.R. 1:

Persons in families:
Not now covered under

present programs ......
Covered under present

programs ...........
Aged, blind and disable....

*Total eligibles under
H.R. 1................

Persons eligible for State
supplementary payments
only:

Persons in families with
dependent children ......

Aged, blind, and disabled....

TotalI, State
supplementation ......

Total persons eligible under
H.R. 1:

Persons in families with
dependent children ......

Aged, blind, and disabled....

Grand total .............

11.6 12.6 13.6 14.7 15.8
3.4 3.4 3.5 3.5 3.6

15.0 16.0 17.1 18.2 19.4

9.1 8.1 7.2 6.4 5.7

10.3 10.6 10.9 11.2 11.5
6.2 6.6 7.1 7.2 7.2

25.6 25.3 25.2 24.8 24.4

1.2 1.2 1.2 1.3 1.3
.9 .7 .5 .5 .5

2.1 1.9 1.7 1.8 1.8

20.6 19.9 19.3 18.9 18.5
7.1 7.3 7.5 7.6 7.8

27.7 27.2 26.8 26.5 26.3
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TABLE 4.-PROJECTED PERSONS E
FAMILY BENEFITS UNDER H.R. 1
RECIPIENTS UNDER CURRENT LAW,
1973-77

ELIGIBLE FOR FEDERAL
AND PROJECTED AFDC
BY SEX OF FAM ILY HEAD,

(In millions]

Fiscal year

1973 1974 1975 1976 1977

Persons in families eligible
for Federal benefits under
H. R. 1:

FAP, total................

Male heads,%............
Female heads...........

OFF, total................

Male heads ............
Female heads...........

Proposed eligibles, total..

Persons in recipient families
under current law:

Male heads ..............
Female heads ............

Current AFDC recipients,
totalI.................

5.9 6.1 6.3 6.5 6.8

1.6 1.6 1.7 1.7 1.8
4.3 4.5 4.6 4.8 5.0

13.5 12.6 11.8 11.1 10.4

8.8 7.8 7.0 6.2 5.5
4.7 4.8 4.8 4.9 4.9

19.4 18.7 18.1 17.6 17.2

1.7 1.9 2.0 2.2 2.4

9.9 10.7 11.6 12.5 13.4

11.6 12.6 13.6 14.7 15.8
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TABLE 5.-PROJECTED NUMBERS OF ADULTS AND CHILDREN
ELIGIBLE FOR FEDERAL BENEFITS TO FAMILIES UNDER
H.R. 1 AND RECIPIENTS
LAW, 1973-77

OF AFDC BENEFITS UNDER CURRENT

[in millions]

Fiscal year

1973 1974 1975 1976 1977

Persons in families eli-
gible for Federal
enef its under H.R. 1:

FA P (total1).............. 5.9 6.1 6.3 6.5 6.8
Adults............ 1.6 1.7 1.7 1.8 1.8
Children............. 4.3 4.4 4.6 4.7 5.0

OFF (total) .............. 13.5 12.6 11.8 11.1 10.4

AdulIts ............... 4.8 4.2 3.9 3.5 3.4
Children............. 8.7 8.4 7.9 7.6 7.0

Proposed eligibles (total). 19.4 18.7 18.1 17.6 17.2

Persons in recipient fain.
ilies under current law:

AdulIts ............... 3.1 3.4 3.7 4.0 4.3
Children ............. 8.5 9.2 9.9 10.7 11.5

Current AFDC recipients
(total)................ 11.6 12.6 13.6 14.7 15.8



TABLE 6.-POTENTIAL FISCAL YEAR 1973 COSTS OF ASSISTANCE PROVISIONS UNDER H.R. 1
[in billions of dollars]

Federal State and local
Net cost

Current Current to all
law H.R. 1 Net cost law H.R. 1 Net cost governments

Payments to families ........... 3.9
Less savings from public service jobs...........

S ubtotalI........ * * -
Payments to adult categories ......

Cost of cash assistance ............ 6.1
Federal cost of "hold harmless" provi-

sion ....................................
Food programs ........................ 2 .4

Cost of maintenance payments .... 8.5

25.8
-. 3

1.9
-. 3

3.3 3.1 -0.2 1.7
-. 3

3.9 5.5 1.6 3.3 3.1 -. 2
2.2 4.1 1.9 1.4 1.5 .1

9.6 3.5 4.7 4.6 -. 1I

1.1 1.1
1 n -1 A

..... .... 1.1

1.4
2.0

3.4

-1.1 - ~

11.7 3.2 4.7 3.5 -1.2 3 2.0



Child care............................ .3
Training............... .............. .2
Public service jobs ..........................
Supportive services .........................
Administration. ...................... .4

Cost of related and support activi-
ties ........................

Total cost of program....... *'.... 9.4
Impact on other programs 4 .... . . . . . . . . . . . . . . .

Grand total ...................

.8

.5

.8

.5 ........................

.3 ........................

.8 ........................
.. .....................7 4.......... -. 4

.9 3.3 2.4 .4 ....... -. 4

15.0 5.6 5.1 3.5 -1.6
-. I 1 .........................

9.4 14.9 5.5 5.1 3.5 -1.6

I Assumes that the State:, throg supplemental programs, main-v'tain benefit levels inciudit.j the ale of food stamp bonuses.
' Includes only 6 months of payments to families in which both

parents are present, neigher Is Incapacitated, and the father Is
employed. The effective date for this provision Is Jan. 1, 1973.

INet benefit increases to recipients.
4 Teassistance programs for Cuban refugees and for American

Indians.

2.0

4.0
-. 1

3.9
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TABLE 7.-PROJ ECTED POTENTIAL MAI NTENANCE PAYMENTS
UNDER H.R. 1 AND UNDER CURRENT LAW, FISCAL YEARS
1973-77

(In billions of-dollars]

Fiscal year

1973 1974 1975 1976 1977

Under H.R. 1: 1
Federal payments to families.
Federal payments to aged,

blind, and disabled ......
Food stamps .............
Federal hold harmless

payments to States ......

Total, proposed Federal
payments...........

Non-Federal payments to
fam ilies ...... ... ...

Non-Federal payments to
aged, blind, and disabled..

Hold harmless payments
received from Federal
Government...........

Total, proposed non-
Federal payments ......

Under current law: 2

Federal share of AFDC ...
Federal share of aid to

aged, blind, and disabled..
Food stamps .............

Total, current Federal
payments ............

Non-Federal share of AFDC..
Non-Federal share of aid to

aged, blind, and
disabled..............

Total, current non-
Federal payments ......

$5.5

4.1
1.0

$6.0

4.6
.8

1.1 1.0

$5.9 $5.7

5.4 5.4
.8 .8

.8 .8

$5.6

5.4
-9
-9

11.7 12.4 12.9 12.7 12.8

3.1 3.2 3.2 3.3 3.4

1.5 1.2 .9 .9 .9

-1.1 -1.0 -. 8 -. 8 -. 9

3.5 3.4 3.3 3.4 3.4

3.9 4.1 4.4 4.6 4.9

2.2 2.2 2.3 2.3 2.4
2.4 2.5 2.6 2.7 2.8

8.5 8.8 9.3 9.6 -10.1

3.3 3.5 3.7 3.9 4.1

1.4 1.5 1.5 1.5 1.6

4.7 5.0 5.2 5.4 5.7

I'Projected benefit payments if all eligibles participate.
2 Projected benefit payments to actual recipients.



TABLE 8.-PERSONS IN FAMILIES ELIGIBLE ONLY FOR STATE SUPPLEMENTAL BENEFITS UNDER H.R. I~
(Thousands]

State

Alabama .............................
Alaska ...............................
Arizona ..............................
Arkansas..............................
California ............................

Colorado .............................
~,Connecticut............... ...........

Delaware.............................
District of Columbia ...................
Florida...............................

Georgia ..............................
Hawaii...............................
Idaho................................
Illinois...............................
Indiana...............................

Iowa .................................
Kansas ... ............................
Kentucky.............................
Louisiana ............................
Maine................................

See footnote at end of table.

1973

8.4
4.9
4.5

5.2
25.4

2.1
3.2

.7

.2
2.3
1.9

58.3
39.6

7.4
5.6

.3

.2
21.4

1974

8.7
5.0
4.6

1........................

5.4
26.2

2.2
3.3

.7

.2
2.4
2.0

60.0
40.8

7.6
5.8
.3
.2

22.0

1975

9.0
5.2
4.7

5.6
27.0

2.3
3.4

.8

.2
2.5
2.1

61.8
42.0

7.8
6.0
.3
.2

22.7

1976

9.2
5.4
4.8

5.8
27.8

2.4
3.5
.8

.2
2.6
2.2

63.7
43.3

8.0
6.2

.3

.2
23.4

1977

9.5
5.6
4.9

... 347.7

6.0
28.6

2.5
3.6

.8

.2
2.7
2.3

65.6
44.6

8.2
6.4
.3
.2

24.1



TABLE 8.-PERSONS IN FAMILIES ELEGIBLE ONLY FOR STATE SUPPLEMENTAL BENEFITS UNDER
H.R. 11-Contlnued

[Thousands)

State 1973 1974 1975 1976 1977

Maryland ...............................
Massachusetts........................
Michigan.............................
Minnesota............................
Mississippi ...........................

Missouri .............................
83 Montana .............................

Nebraska ............................
Nevada...............................
New Hampshire.......................

32.7
19.8
3.8

55.6
.1

12.2
.5

4.0

New Jersey.............................. 131.4
New Mexico .....................................
New York ........................ 8.
North Carolina ............................
North Dakota .............................. 1.5

33.7
20.4

3.9

57.3
.1

12.6
.5

4.1

135.3

34.7
21.0

4.0

59.0
.1

13.0
.5

4.2

139.4

35.7
21.6

4.1

60.8
.1

13.4
.6

4.3

143.6

194.3 200.1

1.6 1.... . 6

36.8
22.2

4.2

62.6
1 4"

13:8
.6

4.4

147.9

2017 12.7j

Ohio ..................................... .6 .6 .7 .7
Oklahoma .......................................................
Oregon....................................5 .5. ... 6
Pennsylvania ............................ 111.7 115.1 118.6 122.2
Rhode Island .............................. 4.5 4.6 4.7 4.8

.7

.6
125.9

4.9



South Carolina ..................................................
South Dakota ............................ 4.44.46...47.....
Tennessee. .. . ........ .................. .4 .4 .4 .4 .
Texas ............................................................................................
Utah .................................... .1 .1 .1 .1 .1

Vermont..............................
Virginia..............................
Washington ..........................
West Virginia..............................
Wisconsin............................

3.5 3.6 3.7
11.1 11.4 11.7
26.7 27.5 28.3

.4 .4 .4

Wyoming ................................ 1.0 1.0 1.0
Guam..................................... .2 .2 .2
Puerto Rico ............................... .2 .2 .2
Virgin Islands ............................................................

Total ............................. 1,166.0 1,201.0 1,237.0

I Assumes annual growth rate of 3 percent.

3.8
12.1
29.1

.4

3.9
12.5
30.0

1.0
.2
.2

1.0
.2
.2

1,274.2 1,312.3 i
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TABLE 9.-ANNUAL PER PERSON COSTS USED TO ESTIMATE
TOTAL COST OF FOOD STAMP CASH OUT'

Aged, blind
State AFDC an disabled

Total. . $83.67 $53.28

Alabama....
Alaska...
Arizona ..
Arkansas ....
California ...

Colorado...
Connecticut.
Delaware....
District of Co
Florida..
Georgia ..
Hawaii..
Idaho .....
Illinois..
Indiana..

Iowa ......
Kansas..
Kentucky....
Louisiana ...
Maine ...

.114.00 168.00
99.00...........

.... ... 120 .. . 00~bd

lumbia..

120.00
78.00

135.00
120.00

18.00
12.00

102.00
120.00
102.00
42.00

120.00
120.00
135.00
9.. 6.0

144.00
78.00

102.00
90.00

Maryland ......
Massachusetts ...
Michigan ......
Minnesota .....
Mississippi. --

Missouri .......
Montana .......
Nebraska ......
Nevada........
New Hampshire..-

6.00
138.00
156.00
36.00
90.00

New Jersey..
New Mexico ..
N~ew York .....
North Carolina. .
North Dakota....

.... ... ... ... ...I .78.00

.... .... ... .... ... 120.00
.... .... .... 78.00

.... .. .... .... ... 66.00

... ... ... ... .. .. . 102.00

120.00
120.00
120.00
120.00

....84.00
120.00
120.00

10.00...
120.00
120.00

120.00
120.00
120.00

120.00

See footnotes at end of table.
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TABLE 9.-ANNUAL PER PERSON COSTS USED TO ESTIMATE
TOTAL COST OF FOOD STAMP CASH OUT '-Continued

Aged, blind
State AFDC and disabled

Ohio .............................. 156.00 24.00
Oklahoma ......................... 129.00 24.00
Oregon ............................ 138.00....
Pennsylvania.....................80.....120.00 d6
Rhode Island....................... 102.00 120.00

South Carolina .............................
South Dakota..............................0 ~ dd
Tennessee ......................... 12.00 ...........
Texas............................. 111.00...........
Utah.............................. 138.00...........

Vermont ........................... 90.00 120.00
Virginia ........................... 102.00 120.00
Washington ........................ 90.00 120.00
W e s Virginia ....................... 30.00...........
Wist.Dnsin ......................... 138.00...........

Wylr'ming .......................... 138.00 ...........
GuAm ..................................................
P'4.erto Rico .............................................
Virgin Islands ...........................................

I These unit costs were developed by the Department of Agriculture before final
,,sglslative specifications were available. Thus, they do not exactly reflect the pro-
'visions of sec. 503. The primary differences are that the costs shown here assume:
(1) a cashing out of both stamps and commodities; and (2) a cash out based on
the complete food stamp schedule as in effect In January 1971. Unit costs are
based on actual food stamp data for November 1970.
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TABLE 10.-HIGHEST AMOUNT A FAMILY OF FOUR MAY EARN
AND STILL BE ELIGIBLE FOR WELFARE, ASSUMING STATE
SETS SUPPLEMENTAL PAYMENT LEVEL AT CURRENT AFDC
MAXIMUM

Without With
food stamp food stamp

Slate cash out cash out

Alabama..........................'$4,140 '$4,140
Alaska ............................. 7,470 7,902
Arizona............................'14,140 124,140
Arkansas .......................... '14,140 14,140
California.......................... 4698 5,526

Colorado........................... 4,950 5,670
Connecticut ........................ 6,660 7, 128
Delaware ......................... '4,140 1 24,140
District of Columbia .......... 5,004 5,724
Florida 1................ 4,140 4,428

Georgia ........................... '14,140 4,410
Hawaii ............................ 5,454 6,066
Idaho.............................. 5,076 5,796
Illinois ............................ 5796 6,408
Indiana............................'4,140 4,572

Iowa............................... 5,094 5,814
Kansas ............................ 5,112 5,832
Kentucky .......................... '4 140 5,130
Louisiana .......................... '14,140 '4,140
Maine.............................'14,140 4,896

Maryland .......................... 4,248 5,184
Massachusetts...................... 6,372 6,840
Michigan........................... 5,454 6,066
Minnesota.......................... 6,102 6,642
Mississippi ........................ '4,140 '4,140

Missouri .......................... '4 140 4,356
Montana .................. ......... 4,824 5,'652
Nebraska .......................... 4320 12 5,256
Nevada............................'4 140 124,140
New Hampshire..................... 6,012 2 6,012

New Jersey......................... 6,966 7,434
New Mexico........................'14140 5,040
New York .......................... 6768 7,236
North Carolina ..................... '14,140 4,716
North Dakota ....................... 5,418 6,030

See footnotes at end of table.
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TABLE 10.-HIGHEST AMOUNT A FAMILY OF FOUR MAY EARN
AND STILL BE ELIGIBLE FOR WELFARE, ASSUMING STATE
SETS SUPPLEMENTAL PAYMENT LEVEL AT CURRENT AFDC
MAXI MU M-Continued

Without With
food stamp food stamp

State cash out cash out

Ohio............................... 4,320 5,256
Oklahoma ......................... 14,140 1 24,140
Oregon ............................ 4,770 5,598
Pennsylvania ........................ 6,354 6,822
Rhode Island ....................... 5,454 6,066

South Carolina ..................... '14,140 '4,140
South Dakota ....................... 6,120 6,660
Tennessee.........................1 4, 140 4,392
Texas.............................'14,140 4,986
Utah .............................. 4,536 5,364

Vermont ........................... 6,192 6,732
Virginia............................ 5,418 6,030
Washington ........................ 6,174 6,714
West Virginia.......................'14140 4,500
Wisconsin.......................... 4,626 5,454

Wyoming........................... 4,806 2 5,634
Guam ............................. 5,346 2 5,346
Puerto Rico........................'13,060 13,060
Virgin Islands......................'14,140 1 24, 140

1 Federal break-even point; State would have no supplemental program.

2 State does not now have food stamp program.

43
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TABLE 11.-AID TO FAMILIES WITH DEPENDENT CHILDREN:
ANNUAL AMOUNT FOR BASIC NEEDS UNDER PAYMENT
STANDARD AND LARGEST AMOUNT PAID FOR BASIC NEEDS
FOR A FAMILY CONSISTING OF FOUR RECIPENTS, BY STATE,
MAY 19711

Payment Maximum
State standard I payment I

Alabama........................... 2,760 972
Alaska............................. 4800 3,600
Arizona ............................ 3,192 2,076
Arkansas........................... 3,060 1,212
California2 .. . . . . . . . . . . . . . . . . . . . . . . .  3P936 2,652

Colorado........................... 2,820 2,820
Connecticut ........................ 4,020 4,020
Delaware........................... 3,444 1,788
District of Columbia .................. 3912 2,934
Florida ............................ 2,676 1,608

Georgia............................2,496 1,596
Hawaii ............................ 3108 3,108
Idaho.............................. 3,264 2,892
Illinois ............................ 3,408 3,408
Indiana ............................ 4,356 2,100

Iowa............................... 3,600 2,916
Kansas ............................ 3,384 3,012
Kentucky .......................... 3168 2,316
Louisiana.......................... 2,448 1,248
Maine ............................. 4,188 2,016

Maryland .......................... 3,624 2,352
Massachusetts...................... 3,402 3,402
Michigan........................... 3,516 3,516
Minnesota ......................... 3708 3,708
Mississippi......................... 2,784 720

Missouri........................... 4,176 1,560
Montana........................... 2,700 2,472
Nebraska .......................... 4,151 2,712
Nevada ............................ 3,'804 1,716
New Hampshire..................... 3,768 3,768

New Jersey......................... 4,164 4,164
New Mexico ........................ 2,436 2,148
New York .......................... 4032 3,756
North Carolina...................... 2,400 2,064
North Dakota ....................... 3,384 3,384

See footnotes at end of table.
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TABLE 11.-AID TO FAMILIES WITH DEPENDENT CHILDREN:
ANNUAL AMOUNT FOR BASIC NEEDS UNDER PAYMENT
STANDARD AND LARGEST AMOUNT PAID FOR BASIC NEEDS
FOR A FAMILY CONSISTING OF FOUR RECIPENTS, BY STATE,
MAY 1971 '-Continued

Payment Maximum
State standard I payment 1

Ohio............................... 3,096 2,400
Oklahoma.......................... 2,616 2,220
Oregon ........ ........ .. .. .. .. .. .. .. . . 3,360 2,688
Pennsylvania . . . . . . . . . . . . . . . . . . . . . .  3612 3,612
Rhode Island ....................... 3,060 3,060

South Carolina...................... 2,376 1,236
South Dakota ....................... 3,600 3,600
Tennessee ......................... 2,604 1,548
Texas ............................. 2,364 1,776
Utah .............................. 3,252 2,328

Vermont ........................... 3,732 3,732
Virginia............................ 3,348 3,132
WashingtonI........................ 3,384 3,240
West Virginia................... - 3,180 1,656
Wisconsin.......................... 3,060 2,604
Wyoming........................... 3,396 2,724

1 Standards and maximum payments calculated for a mother with 3 children.
In some cases, due to different assumptions about the age of the children, rent
allowances, etc., these figures differ from those published by the National Center
for Social Statistics.

2 Los Angeles County.
3 Philadelphia.
IKing County.



TABLE 12.-CHILDREN RECEIVING AID TO FAMILIES WITH DEPENDENT CHILDREN AS A PROPORTION OF
CHILD POPULATION AND BY STATUS OF FATHER, 1940 TO 1970

(Number of children In thousands)

Total children receiving AFDC

June of

1940 ........
1941 ........
1942 ........
1943 ........
1944 ........

1945 ........
1946 ........
1947 ..... ...
1948 .........
1949 ........

1950 ........
1951 .......
1952.........
1953 ........
1954. ......

Number
per 1,000

population
Number under age 18

835 20
946 23
952 23
746 18
651 16

647 15
799 19

1,009 23
1,146 25
1,366 29

1,660 34
1,617 32
1,527 30
1,493 28
1,566 29

Number of children receiving AFDC by status of fatherI

Absent from
Dead the home Incapacitated Unemployed

347
373
354
260
213

197
225
262
272
306

350
320
283
255
245

253
304
325
269
247

257
334
441
522
648

818
826
808
819
884

227
259
262
207
181

182
225
286
327
382

455
435
402
386
404

Other 2

8
10
11
10
10

............

............

.............



1955.....
195 6 . .....
1957 .... ..
1958 ........
1959 ........

1960 ........
1961 ........
1962 ........
1963 ........
1964 ........

1965 ........
1966 ....
1967 ........

Zi 1968 ........
1969 ........

1970..... .

1,691
1,707
1,831
2,090
2,239

2,322
2,600
2,819
2,893
3,097

3,241
3,382
3,744
4,207
4,893

6,092

234
210
211
222
217

202
193
198
198
203

208
212
224
246
274

340

982
1,015
1,103
1,278
1,399

1,493
1,658
1,774
1,856
1,990

2,130
2,282
2,558
2,956
3,563

4,414

443 . . . . . .
451 ...........
432 ...........
546 ...........
571 ...........

569 ... .
590
594
584
583

584
583
608
652
684

847

.. 89

179
179
238

232
213
250
234
242

329

Based on information obtained from State agencies in October
1942, June 1948, November 1953, February-March 1956, October-
December 1958, November-December 1961 and May 1969. Data
based on 1942-56 studies adjusted to agree with later classification
with respect to coverage of "absent from the home" and "other."'

2lIncludes children with father in home
death, absence, or incapacity of mother.

as caretaker because- of

87
92

105
119
130

162
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Chart A

NUMBER OF CHILDREN RECEIVING AID TO FAMILIES WITH DEPENDENT
CHILDREN MONEY PAYMENTS BY STATUS OF FATHER,

JUNE OF SELECTED YEARS, 1940 TO DATE
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Chart B
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COMPARISON OF 1970 AND 1971 WELFARE PROPOSALS

H. R. 16311, April 1970 H.R. 1, June 1971

i. PROVISIONS DEALING WITH ASSISTANCE FOR FAMILIES
WITH CHILDREN

Eligibility for Assistance
Families comi)osed of related

pcrosresiditg together and
;rA~i~ ) ai, one unmcar-

riec6 ,hi,1 urck- ,:- age 18 (or
under ,-ge 21 )ri( a student)
would be-. eligible for benefits
if total family income (other
than excluded income) was
less than the maximum
benef it.

Same as H. R. 16311 except that
a family could be oliqible on
the basis of having a child-
student under age ?12 and ex-
cept hiat a family would not
be eligible if the family head
was an undergraduate or grad-
uate college student or if the
only child in the family was
also the head of a household.

Level of Assistance
Would provide maximum annual

payments of $500 for each of
the first two family members
p)lus $300 for each additional
member. These maximum
payments would be reduced
by any family income other
than excluded income. For
a family of four payments
would be $1,600.

Would provide maximum an-
annual payments of $800 for
each of the first two family
members, $400 each for the
third, fourth, and fifth mem-
bers, $300 each for the sixth
and seventh members, and
$200 for the eighth member.
These maximum payments

would be reduced by any fam-
ily income not excluded. For
a family of four payments
would be $2,400. No family
could receive more than
$3,600. (Payments at a rate
of less than $10 per month
would not be made.)

Basic Earnings Disregard
The first $720 of a family's

earnings each year and one-
half of any earnings in excess
of $720 would be excluded
(not Counted in reducing ben-
tiits). This exclusion would
apply only to earnings not ex-
cludea under other provi-
sions. The $720 and one-half
disregard would enable a famn-
ily of four to continue getting
some benefits until its earn-
ings reached a level of $3,920
per year.

Same as H. R. 16311 except that
one-third (rather than one-half)
of earnings in excess of $720
per year would be excluded.
The $720 and one-third dis-
regard would enable a family
Of four to continue getting
benefits until its income
reached $4,140 (at which
point the benefit rate would
have been reduced to the $10
monthly minimum).

BEST COPY AVAILAFLE
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H.R. 16311, April 1970

Other Income Exclusions

Benefits would be reduced by
an amount equal to the total
amount of family income not
excluded. In addition to the
exclusions resulting from the
basic earnings disregard, the
following would be excluded;
(1) earnings of a child attend-
ing school; (2) income (earned
or unearned) received irregu-
larly or infrequently up to $30
earned and $30 unearned per
quarter; (3) earned income
used to pay child care costs
(Exclusions 1, 2, and 3 above
would be subject to limits set
by the Secretary of HEW.); (4)
E ublic or private assistance

ased on need, other than
veterans' pensions; (5) train-
ing allowances under other
provisions of the bill; (6)
scholarships for tuition and
fees; (7) home produce.

Same as H.R. 16311 except
-exclusion of irregular or in-
frequent income limited to
$30 earned and $60 unearned
per quarter (Exclusions 1, 2,
and 3 limited to a total of
$2,000 for a family of 4. or
fewer persons plus $200 for
each family member over 4
up to, an absolute annual
maximum of $3,000.)

-training allowances up to $30
monthly provided by States
would be excluded as well as
those provided under other
provisions of the bill;

-payments to the family for
providing foster care to a child
would be excluded;

-one-third of amounts received
as child support or alimony
would be excluded.

Limitation on Resources
A family would be ineligible for

any payments if it had re-
sources in excess of $1,500.
The family's home, household
goods, and personal effects
would not be subject to this
limitation. Within limits pre-
scribed by the Secretary of
HEW, other property essential
to family self-support would
also be exempt. Provision
would be made for conditional
payments while a family was
disposing of excess resources.

Same as H.R. 16311 exceptthat.
in applying the $1,500 limit
on resources, the home,
household goods, 3ind per-
sonal effects of a family would
be excluded only to the extent
that they were found to be of
reasonable value. Also, life
insurance policies would be
taken into account (according
to cash surrender value) only
if the face value of the in-
surance on any person ex-
ceeded $1,500.

H.R. 1, June 1971
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Accounting Period
H.R. 16311, April 1970

rhe basis for payment would be
the estimate of the Secretary
of HEW as to the income wh ich
a family would have during
each calendar quarter. For
future payments, this estimate
could be redetermined as the
Secretary became aware of
changed circumstances. The
Secretary would also be au-
thorized to allocate income
received in one period to other
periods and to declare pay-
ments to be overpay ments be-
cause of the family's failure
to, make prompt and accurate
reports of changed circum-
stances.

H.R. 1, June 1971
The basis for entitlement would

be the income actually re-
ceived by the family during
each calendar quarter and
during the preceding three
calendar quarters. (Benefits
for each quarter would be re-
duced by any nonexcluded
income in that quarter and by
any nonexcluded income in
the previous three quarters
which had not already been
used to reduce benefits.)

Registration for Work and Training
Any member of an eligi ble family

would be requi red to register
with the local employment
office of the State for employ-
ment or training except one
who is: (1) ill, incapacitated,
or of advanced age; (2) a
mother or other relative of a
child under 6 who is caring for
the child; (3) the mother or
other female caretaker of a
child if the father is in the
home and registers; (4) a
child under age 16, or 21 if
regularly attending school; (5)
needed in the home because
of the illness or incapacity of
another member of the house-
hold. Persons not required to
register could volunteer.

Same as H.R. 16311 e.,xcept
beg inning July 1, 1974, would
also require mothers with chil-
dren age 3 and above to regis-
ter. Registration would be with
the Department of Labor. All
families in which one member
is registered would be in the
Opportunities For Families
program under the Depart-
ment of Labor. All other fami-
lies would be in the Family
Assistance Plan under the De-
partment of HEW.Persons not
required to register could vol-
unteer unless exempt because
of illness, incapacity, or ad-
vanced age.

Penalties for Failure to Register or Participate in Work
or Training

Provides $300 a yoar reduction
in the assistance payment for
refusal to register or if re-
ferred to a job or training, for
refusal to accept the job or
training.-

Increases the reduction in the
assistance payment to $800.
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Requirements to Accept Work or Training

H.R 16311, April 1970
Provides that no benefit would

be paid to an individual if he
refused without good cause
to participate in manpower
services, training, or employ-
ment, or to accept suitable
employment in which he is
able to engage; Individual
may refuse work:- (1) if the
position offered is vacant due
directly to a strike, lockout, or
other labor dispute; (2) if the
wages, hours, or other terms
or conditions of work are con-
trary to or less than those
prescribed by Federal, State,
or local law or are substan-
tially less favorable than those
p revailing for similar work in
the locality; (3) if the individ-
ual would be required to join
a company union or resign
from or refrain from joining
any bona fide labor organiza-
tion; (4) if the individual has
the demonstrated capacity,
through other available train-
ing or employment opportun-
ities, of securing work that
would better enable him to
achieve self-sufficiency.

H.R. 1 , June 1971
Essentially the same as H.R.

16311. -However, provision is
added permitting an individ-
ual to refuse employment if
the wages offered are at an
hourly rate of less than 34 of
the minimum wage specified
in sec. 6(a)(1) of the Fair
Labor Standards Act-which
would be $1.20 at the present
time. In addition, condition
no. 4 is changed to read "the
individual has the demon-
strated capacity, .through
other available training or
employment opportunities, of
securing work available to him
that would better enable him
to achieve self-sufficiency."
Persons not required to regis-
ter solely because of incapac-
ity would have to accept voca-
tional rehabilitation services
or be penalized through loss
of benefits, unless there is
good cause for refusal.

Work and Training Programs
The Department of Labor would

be required to provide em-
ployment and training serv-
ices to persons registered with
it. A variety of manpower serv-
ices would be authorized, in-
cluding on-the-job training, in-
stitutional training, relocation
assistance,. job placement,
and special work projects.
Requirements for special work
projects relating to wages,
work standards, displacement
of other workers, etc. Wage
rates would have to be no
lower than the applicable min-
imum wage for the particular
work concerned. Federal

Generally similar to H.R. 16311
but deletes provision for spe-
cial work projects and adds
provision for public service
employment programs. Au-
thorizes appropriation of $800
million for public service em-
ployment jobs in fiscal year
1973 for persons registered.
Payments under grants or con-
tracts with public or private
nonprofit agencies for public
service employment jobs
would be limited to 3 years
with respect to any individual,
and would be for 100 percent
of the cost of providing em-
ployment to the individual in
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H.R. 16311, April 1970 H.R. 1, June 1971

Work and Training Programs-Continued
matching would be 90 percent
with the States required to
provide 10 percent of the cost
in cash or kind. Training l
lowances of at least $3a
month would be provided. Au-
thorization would be for "ia
sum sufficient for carrying
out the purposes". of the work
and training provisions. Re-
quires the referral of individ-
uals not required to register
because of disability to
a vocational rehabilitation
program.

the first year, 75 percent in
the second year, and 50 per-
cent in the third year. Includes
requirements relating to
wages, work standards, dis-
placement of other workers,
etc. Wages to an individual
in a public service employ-
ment program must be equal
to the highest of: (1) the pre-
vailing rate of wages in same
market area for persons em-
ployed in similar public oc-
cupations; (2) the applicable
minimum wage rate pre-
scribed by Federal, State or
local law; (3) $1.60 an hour.
Increases 90-percent Federal
funding provision to 100 per-
cent for manpower services.
Specifies authorization of
$540 million for manpower
services in fiscal 1973 (ex-
cluding public service em-
ployment). Authorizes a new
Assistant Secretary of Labor
to administer the work and
training programs.

Provides for the establishment
of local advisory committees
to evaluate the effectiveness
of manpower programs. Re-
quires Secretary of Labor
in developing employability
plans to give first priority to
mothers and pregnant women
who are registered and who
are under age 19. Both the
Secretary of Labor and the
Secretary of HEW would be
required to refer persons who
are determined to be incapac-
itated to State vocational re-
habilitation programs.

BEST COPY AVAILABLE
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H.R. 16311 , April 1970

Child Care
A utho ri zes th e Sec reta ry of H EW

to provide services to persons
in employment, training, or
vocational rehabilitation pro-
grams either by making grants
or contracts directly w ith
public or private organiza-
tions, or through grants or
contracts with public or pri-
vate agencies design nated by
the appropriate elected or
appointed official in a State
or locality Specifies that
school children should be pro-
vided care through agree-
ments with local educational
agencies whenever possible.
Increases Federal funding to
provide up to 100 percent of
the cost of projects. Amount
of money to bej appropriated
not specified.

H.R. 1, June 1971

Requires the Secretary of Labor
to prvde child care services
to=os need ing them in order
to participate in work or train-
ing under the OFF program.
Requires him to give priority
in arranging for services to
those provided in facilities de-
veloped by the Secretary of
HEW, whenever this is feasible
and appropriate. Requires the
Secretary of HEW to provide
services to those needing
them in order to participate
in vocational rehabilitation
programs under the FAP pro-
gram.-o

Method providing services
would be the same as in H.R.
16311-through grants and
contracts directly with public
or private organizations or
through grants or contracts
with public or private agencies
designated by the appropriate
elected or appointed official
in a State or locality. Author-
izes $750 million, including
$50 million for construction,
for child care for recipients
for the f first year.

Other Supportive Services
Requires States under penalty

of loss of other Federal pay-
ments to make an agreement
with the Department of HEW
to provide health, vocational
rehabilitation, counseling, so-
cial and other supportive serv-
ices necessary for persons in
employment or training. Au-"thorizes 90 percent Federal
matching.-

65-745 0 - 71 - pt. 1 - 31

Requires the Department of
Labor to provide health, voca-
tional rehabilitation, family
planning, counseling, social
and other supportive services
which are necessary to permit
an individual to participate in
training or employment. Re-
quires Department of HEW to
provide supportive services
necessary for persons in voca-
tional rehabilitation pro-
grams. Authorizes $100 mil-
lion for supportive services in
fiscal year 1973.

5
BEST COPY AVAILABLE
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H.R. 16311, April 1970

Administration

Provides for three administra-
tive alternatives for aid to
families: (1) Federal adminis-
tration of the Federal payment
and under agreement with the
State, of the State supplemen-
tal payment; (2) Federal ad-
ministration of the Federal
payment and State adminis-
t ration of the supplemental;
(3) under agreement with
HEW,0 the State could admin-
ister both payments.

The Federal Government would
p ayth e cost of administering
the Federal payment, and the
States and Federal Govern-
ment would share in the cost
of administering supplemen-
tary payments. (If the Federal
Government administered the
State supplemental payments
it would pay the full cost of
administration.) For recipients
of aid to the aged, blind, and
disabled, the States could con-
tinue to administer the pay-
ments, or the Secretary of
HEW could enter into an
agreement with a State for
Federal administration of the
p ayme nts. The States and
ederal Government would

share the cost of administer-
ing the payment. (The Fed-
eral Government would pay
the full cost of administering
aid to the aged, blind, and
disabled if the State made
an agreement with the Secre-
tary of HEW for Federal ad-
ministration of this program.)

H.R. 1, June 1971

Provides for Federal responsi-
bility for administration of
payments to families and to
recipients of aid to the aged,
blind, and disabled. The De-
partment of Labor would be
responsible for administering
thegpograms for families in
which one member is em by-
able, the Department of EW
would be responsible for ad-
ministering the program for
families which have no em-
ployable member, and the
program for the aged, blind,
and disabled.

Provides that if a State chooses
to make supplemental pay-
ments, and contracts with
the Federal Government for
Federal administration of the
supplemental payments, the
Federal Government would
pay the full cost of adminis-
tration. If the State chooses
to administer its own supple-
mental, it would have to pay
the full cost of administering
it. The Secretary of HEW
would be authorized to enter
into contracts with the States
for Federal determination of
eligibility for medicaid. The
State would be required to
pay 50 percent of the admin-
istrative costs incurred by the
Federal Government in mak-
ing the medicaid determina-
tion which are additional to
the costs of making the de-
termination for ca sh payment
eligibility.
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H.R. 16311, April 1970 H.R. 1, June 1971
State Supplementation

State supplementation up to
January 1970 AFDC levels
would be mandatory for all
families eligible under the bill
including families headed by
an unemployed father but not
including families headed by
a fully employed father; no
requirement for supplementa-
tion in excess of a poverty line
standard. States would gen-
eralIly be req u hired to fol low th egrovis ions applicable to the

asic Federal payments, in-
cluding the disregard of the
first $720 of earned income.
For earnings above $720, how-
ever, the disregard would gen-
erally be one-third (rather
than one-half). 30 percent
Federal matching would be
provided for State supple-
mentation (but there would be
no matching for payments
above the poverty line or to
families headed by a fully em-
ployed father). Administration
could be either State or Fed-
eral, as agreed, with 50-50
State-Federal matching of ad-
ministrative costs if State-
administered; if supplemental
payments were Federally ad-
ministered, States would not
be required to pay any part of
the administrative costs.

State supplementation would
not be required but, if pro-
vided, would have to follow
Federal l rules concerning in-
come exclusions. If Federally
administered, sup plementa-
tion would have to follow other
requirements prescribed by
the Secretary of HEW or Labor
and would have to be payable
to all families eligible for Fed-
eral payments except families
with a fully employed father or
families with an employed or
unemployed father. States
could, however, impose dura-
tion of residence requ ire-
ments. States would pay no
part of the administrative
costs if they elected Federal
administration and would pay
the full administrative costs
if they elected State adminis-
tration. States electing Fed-
eral administration would also
be guaranteed against certain
cost increases arising out of
caseload growth (see "lFiscal
Impact on the S.tates" below.)

Deserting Parents
Provides that a deserting parent

would be obligated to the
United States for the amount
,of any Federal payments made
to his family, reduced by the
amount of any payment he
made to hi fmily during the
period of desertion. In cases
where there is a court order
for payments, the obligation
would- be limited to the
amount of the court order, if
lower.

Same as H.Rl. 16311, but adds
provision making a person
who travels across State lines
for the purpose of avoiding his
parental support responsibil-
ity guilt y of a misdemeanor
and subject to a fine, or
sentence, or both.
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H.R. 16311, April 1970 H.R. 1, June 1971

1.-OTHER PROVISIONS
Assistance for the Aged, Blind, and Disabled

State programs of aid for the
aged, blind, and disabled
would be required to assure
each eligible individual a min-
imum monthly income of
$110. Federal standards
would be established with
respect to resource limita-
tions, the definitions of blind-
ness and disability, and cer-
tain other factors. Adminis-
tration of paym ents could be
performed either by Federal
or State agencies, as agreed,
with 50-50 State- Fed era i shar-
ing of the costs of administra-
tion if State-administered,
100 percent Federal if fed-
erally administered. The Fed-
eral Government would pay 90
percent of the first $65 of
average assistance payments,
and 25 percent of average
payments over $65 and up to
a limit to be specified in
regulations.

Present State programs of as-
sistance for the aged, blind,
and disabled would be re-
placed by a fully Federal pro-
gan which would assure
age9d, blind, and disabled per-
sorns a total monthly income
of $130 for fiscal year 1973,
$ "'40 for fiscal 1974, and
$150 for fiscal 1975 and
thereafter (for married cou-
ples the amounts would be
$195 for fiscal 1973 and
$200 for fiscal 1974 and
after). States could, at their
option, provide supplemen-
tal payments above the Fed-
eral levels under the same
conditions as apply to the
family assistance programs
(see State Supplementation
a bove).

Social Services
Maintains present law, under

which States receive 75 per-
cent Federai matching for so-
cial services provided under
State plans, with open-end
appropriation.-

Provides for closed-end appro-
priations for social services,
except for child care and fam-
ily planning, which would con-
tinue to befunded onano pen-
end basis. Federal matchig
for all services would con-
tinue to be 75 percent, with
States required to provide 25

Percent. Social services to
e covered are defined in the

bill. $800 mn'lion is author-
ized for fisc.,al year 1973.
The present child welfare serv-
ices program would be con-
tinued with a separate addi-
tional authorization for foster
care and adoption' services.
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H.R. 16311, April 1970 H.R. 1, June 1971

Food Stamps and Surplus Commodities

There would be no restriction
against welfare recipients con-
currently getting food stamps
(or Surplus commodities). Un-
der the bill, and the existing
food stamp laws, benefits re-
ceived under the food pro-
grams would be ignored in
determining eligibility for
cash assistance, but any cash
assistance received would be
taken into account in deter-
mining eligibility under the
food programs.

Persons eligible for cash assist-
ance under either the family
program or the program for
the aged, blind, and disabled
would be in eligible to partici-
pate in the food stamp pro-
gram; they would not, how-
ever, be barred from receiving
surplus commodities.

Fiscal Impact on the States

For fiscal years 1972 and 1973
each State would be assured
that its net costs for required
expenditures as supplemental
family payments and as as-
sistance for the aged, blind,
and disabled would not ex-
ceed 100 percent of the net
costs it would have incurred
in the same years if its exist-
ing programs of regular cash
assistance for families arid for
the aged, blind, and disabled
had continued unchanged.
This assurance would not
apply with respect to expend i-
tures caused by voluntary pro-
gram liberalizations not re-
quired by this bill.

For each fiscal year, starting
with 1973, each State would
be assured that its net costs
of providing supplemental
P )aym ents administered by the
ederal Government to fam-

ilies and to the aged, blind,
and disabled would not exceed
its net costs for regular cash
assistance to persons in these
categories in calendar year
1971. This assurance would
apply only with respect to ex-
penditures based on provi-
sions no more liberal (with re-
spect to payment levels and
coverage) than those in effect
in January 1971 except that
the assurance would also cover
an adjustment in January
1971 payment levels designed
to of fset the value of food
stamps which recipients would
lose under the bill.



476

H.R. 16311, April 1970

Effective Dates

Provisions effective on July 1,
1971. However, if a State
would be prevented by statute
from making supplementary
payments to famil ies or adults,
the amendments would not
apply in that State until the
first July 1 following the end
of the first regular session of
the State legislature. Child
care provisions would be effec-
tive upon enactment.

H.R. 1, June 1971

Provisions relating to assistance
payments to families and
adults effective July 1, 1972,
except that payments to fam-
ilies in which there is an em-
ployed father (the working
poor) would. begin January 1,
1973. Provisions relating to
child care and various changes
affecting present law would be
effective on enactment. Each
State would be required to
provide supplementation up
to current payment levels (ad-
justed to compensate for the
loss of food stamp eligibility),
until it takes some positive
action to set a different level
or to eliminate supplementa-
tion.
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APPENDIX-1969 STUDY OF AID TO FAMILIES
WITH DEPENDENT CHILDREN

(61)
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EXCERPTS FROM PRELIMINARY REPORT OF FINDINGS-1969
STUDY OF AID TO FAMILIES WITH DEPENDENT CHILDREN BY
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

(This preliminary report is based upon incompletely edited data
from the 1969 AFDC study for all States and jurisdictions except
Guam. The survey was made of a sample of approximately 1 per-
cent of the recipients in each State, arid findings are inflated to
represent all recipients during the study month.)

HIGHLIGHTS OF STUDY
1. In 1969 the typical AFDC family consisted of just 4 persons;

3 children and 1 adult. Only one-third of the families had 4 or more
child recipients.

2. Most AFDC families were urban residents. Half of all recip-
ients lived in cities of 100,000 or more; only one-seventh lived
in rural areas.

3. Race was not reported for recipients in Puerto Rico and the
Virgin Islands. Among all AFDC families in the 50 States and the
District of Columbia, 49.2 percent were white, 46.2 percent
Negro, 1.3 percent American Indian, 0.7 percent other, and 2.6
percent had race not reported.

4. The typical AFDC family was not a long-term public assist-
ance case. The median length of time since the most recent
opening for AFDC was 23 months. Close to 6 in 10 families had
never received AFDC at any prior time.

5. AFDC children were most commonly found in the 4 to 12
year age group; relatively few were infants, and very few were
age 17 and over. The median age was just under 9 years.

6. About 8 percent of all children under 21 years of age in
AFDC homes were not AFDC recipients; they tended to be siblings
or cousins of the recipient children who were not themselves
eligible for assistance. A high proportion of these nonrecipient
children were in the upper teens. The median age of all the non-
recipient children was 12 years.

7. All of the recipient children in two-thirds of AFDC families
had the same father and mother. In 31 percent of the families there
were 2 or more fathers involved.
8. Thirty-one percent of all child recipients were reported to have

been born out of wedlock. Forty-four percent of all AFDC families
included 1 or more children born out of wedlock; in almost half
of these families there was jut 1 child born out of wedlock.

9. In 1969, 92 percent of thefamilies had mothers in the home,
but only 18 percent had fathers residing with the children. A
majority of the absent fathers were away from the family following
divorce, separation, or desertion; almost half had left the home
within the past 3 years. Twenty-eight percent of the fathers were
not married to the mother.

(63)
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10. Nearly all AFDC fathers in the home were either incapaci-
tated or unemployed, but these two groups differed in character-
istics. Compared with the incapacitated men, unemployed fathers
were generally younger, better educated, and more likely to have
been born In a region of the United States outside the South.

11. The median age of mothers in the home was 33.1 years.
There was evidence of out-migration from the South by AFDC
moth ers-cons id era bly more than from any other region, but their
reasons for moving were not ascertainable from study data. Over
4 in 10 mothers in the home had been born in the South; however,
during the study month only 26 percent of all AFDC families live
in the South. About 6 in 10 mothers in the home were known to
have formerly lived outside their present State of residence; one-
third of these women had migrated from the South. Of all migrat-
ing mothers, 72 percent had moved to their present State 5 years
or more ago.

12. The median number of years of school completed by AFDC
mothers in the home was 10.1. Only 17 percent were known to
be high school graduates; about 2 percent had attended college.

13. Just over 6 in 10 AFDC mothers in the home were not cur-
rently employable because of incapacity, lack of job skills, or
full-time homemaker duties. One-fifth were in the labor force:
14.5 percent were employed and the remainder were looking for
work. Another 7.5 percent were either enrolled or awaiting enroll-
ment in a work or training program. Only 24. percent of mothers in
the home had never been employed.- Previous employment was
relatively recent for over one-fourth of the women who had held
jobs; they had left their last job during the past 2 years.

14. A sizable majority of all mothers who worked or were en-
rolled in a work or training program had their children cared for
in a private home, most often their own. Babysitters for children
from infants to age 14, cared for at home, were usually relatives.
Group care was apparently not desired or not available for most
of these mothers; this type of facility was used by only 5 percent
with children under age 3, 11 percent with children aged 3 to 5,
and 3 percent with children aged 6 to 14. About 15 percent of the
mothers with children aged 6 to 14 let them look after themselves
while the mother was working or being trained.

15. During the previous year, AFDC families had received a
large variety of services from welfare agencies. In the area of
health related services: over half had been helped to obtain or
use medical or dental care; family p lanninga, information, and
counseling was furnished to 1 in 5 families without medical refer-
ral and to 1 in 10 with medical referral; one-seventh had received
services to the physically or mentally handicapped. In the area

of wrk r tiring: just over half of all families were counseled
concerning employment or training for employment; over one-
fourth had some member(s) referred for employment or work
training; in one-tenth of the families, children had been helped
to obtain summer employment or part-time employment during
the school year. Children in over one-fourth of all families had
been assisted to continue their education. In the area of manage-
ment and finances, aside from assistance payments, over half
of the families had received services to improve their home and

64



480

financial management and well over a third had been helped to
obtain child support. (For additional details regarding services,
see table T.) TABLES
Family and household

A. AFDC families by number of adult recipients, 1969.
B. AFDC families by number of child recipients, 1969.
C. AFDC families by total number of persons in assistance

group, 1969.
D. AFDC families by total number of persons in household, 1969.
E. AFDC families by place of residence, 1969.
F. AFDC families by race of payee, 1969.
G. AFDC families by time since most recent opening, 1969.
H. AFDC families by time AFDC received prior to most recent

openin g,1969.
I 8AFC families by time of first receipt of AFDC, 1969.

Children
J. AFDC families by parentage of children, 1969.
K. AFDC families with specified number of illegitimate recipient

children, 1969.
Father of the children

L. AFDC families by status of father, 1969.
M. AFDC families by whereabouts of father, 1969.
N. AFDC families in which father is absent because of divorce,

separation, or desertion, by time father last left home, 1969.
Mother of the children

0. AFDC families by status of mother, 1969*
P. AFDC families with mother in home, by status of mother,

1969.
Q.AFDC families with mother in home, by place of residence

befre mother last moved into State, 1969.
R. AFDC families with mother in home, by years of schooling

completed by mother, 1969.
S. AFDC families with mother in home, by time mother left last

job, 1969.

TABLE A.-AFDC FAM I LIES BY N U MBER OF ADU LT RECI PIENTS,
1969

Number of adults Number Percent

Total ......................... 1,630,400 100.0

None............................... 157,300 9.6
1 ................................. 1278500 78.4
2 .................................. 194,200 11.9
Unknown............................. 400(1

ILess than 0.05 percent.

65
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TABLE B.-AFDC FAMILIES BY NUMBER OF CHILD RECIPIENTS,
1969

Number of children

TotalI.. ... ..... ..

1..
2..
3.,

4,.
5..
6..
7

Number

1,630,400

8.................................
9.................................

10 or more ........................
Not reported.......................

435,100
376,300
287,100

209,400
138,100
81,200

49,600
27,500
15,000

10,900
200

Percent

100.0

26.7
23.1
17.6

12.8
8.5
5.0

3.0
1.7
.9

.7
(1)

Loss than 0.05 percent.

TABLE C.-AFDC FAMILIES BY TOTAL NUMBER OF PERSONS IN
ASSISTANCE GROUP

TotalI........................

1................................
2.................................
3.................................

4.................................
5.................................
6.................................

7.................................
8 ................................
9 ................................

10................................
11................................
12................................

13 ........
14 .........
15 or more..
Unknown....

1,630A400

7P100
361,400
352,900

281,800
212,800
137,500

88,700
59,000
29,400

19,500
9,700
3,300

1,500
1,400

200
1,200

100.0

4.'3
22.2
21.6

17.3
13.1
8.4

5.4
3.6
1.8

1.2
.6
.2

Less than 0.05 percent.

68
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TABLE D.-AFDC FAMILIES BY TOTAL NUMBER OF PERSONS IN
____ _______HOUSEHOLD, 1969

Number of persons

TotalI...............

1 ...
2 ...
3...
4...
5,.
6...
7.................
8.................
9.................
10................
11................
12................
13................
14................
15................
16................
17................
18................
19...............................

Number

1,630,400

Percent

100.0

2,200
208,100
313,800
299,100
253,700
186,500
133,000
89,200
54,200
36,200
21,00
11,400
7,000
4,100
3,000

700
700
500
400

Fnnnl(

.1
12.8
19.2
18.3
15.6
11.4
8.2
5.5
3.3
2.2
1.3
.7
.4
.3
.2

Less than 0.05 percent.

TABLE E.-AFDC FAMILIES BY PLACE OF RESIDENCE, 1969
Place of residence Number Percent

TotalI......................... 1,630,400 100.0

Resides in this State:
In SMSA county and within the city

limits of a central city of-
400,000 or more ................. 576,400 35.4
250 000 to 399,999 ................ 869,700 5.5
100,000 to 249,999............... 130,700 8.0
Less than 100,000................ 116p200 7.1
Outside of the central city or cities 267,300 16.4

Not in SMSA county, and-
In a town or city of 2,500 or more 2 11,300 13.0
On a farm .............. ... 3 4020
Neither on a farm nor in a 33,40 2.0

2,500 or more.............. .... 199,000 12.2
Does not currently reside in this State 5,400 .3
Not reported ......................... 1,000 .1

...I .........I I ......................I .......... ................................I ......I ................
....I .................I .................I ...........1 .1 .1 ................I

...........



TABLE F.-AFDC FAMILIES BY RACE OF PAYEE, 1969

Number

Puerto Rico and
Total Virgin Islands

?o Total........................... 1,630,400

All other
jurisdictions

Percent

Puerto Rico
and Virgin All other

Total Islands jurisdiction

39,500 1,590,900 100.0 100.0 100.0

783,200 100 783,100
735,900 400 735,500
21,000............... 21,000

White ...........
Negro...........
American Indian ...

Other............
Unknown ........

10,700
79,600

100
38,900

10,'600
40,700

48.0 .3 49.2
45.1 1.0 46.2

1.3 .. . .. . 1.3

.7 .3
4.9 98.4

.7
2.6

Race
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TABLE G.-AFDC FAMILIES BY TIME SINCE MOST RECENT
OPENING, 1969

Time Number Percent

TotalI......................... 1,630,400 100.0

Less than 6 months .................. 257,000 15.8
6 months but less than 1 year.......... 267,500 16.4
1 year but less than 2 ................. 315,500 19.4

2 years but less than 3................ 192,100 11.8
3 years but less than 4................ 133,300 8.2
4 years but less than 5................ 92,400 5.7

5 years but less than 7................ 135,300 8.3
7 years but less than 10 ............... 117,400 7.2
10 years sand over.................... 118,000 7.2
Not reported......................... 1,900 .1

TABLE H.-AFDC FAMILIES BY TIME AFDC RECEIVED PRIOR TO
MOST RECENT OPENING, 1969

Time Number Percent

Total ......................... 1,630,400 100.0

AFDC received prior to most recent
opening for:

Less than 12 months.............. 179,300 11.0
12 months but less than 24 ......... 101,700 6.2
2 years but less than 5 ............. 146,400 9.0

5 years but less than 10 ............ 89,700 5.5
10 years or more.................. 56,400 3.5
Length of time unknown ............ 47,700 2.9

AFDC not received prior to most recent
opening .......................... 957100 58.7

Unknown............................ 52,100 3.2
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TABLE I.-AFDC FAM ILI ES BY TI ME OF 'FIRST RECEIPT OF AFDC,
1969

rlmeNumber Percent

TotalI.......

This year .........
1 year ago ........
2 years ago ......

3 years ago ......
4 years ago ......
5 years ago......

6 years ago .......
7 years ago .......
8 years ago .......

9gyars ago ......
10 years ago ...
11 years ago .....

12 years ago ...
13 years ago ...
14 years ago ...

15 years ago .....
16 years ago ...
17 years ago ...

............... 1,l630,400 100.0

160,300
289,000
190,700

134,800
109,000
96, 100

75,800
70,300
67,400

53,500
47,100
49,600

31,00
26,500
26,400

23,100
18,400
11,800

10,800
12,300
34,800
91,100

18 years ago..........
19 years ago..........
20 or more years .......
Unknown ............

9.8
17.7
11.7

8.3
6.7
5.9

4.6
4.3
4.1

3.3
2.9
3.0

1.9
1.6
1.6

1.4
1.1
.7

.7

.8
2.1
5.6

TABLE J.-AFDC FAMILIES BY PARENTAGE OF CHILDREN, 1969

Parentage Number Percent

TotalI......................... 1,630,400 100.0

Same mother and same father ...... 11p3065
Same mother, but two or more d iff erent 111306.

fathers ...... .. .... ....... 4 83 02 .
Same father, but two or more different 48302.

mothers ........... ... 4,500 .3
Two or more different mothers and two

or more different fathers.............. 39,600 2.4
Unknown ............. .............. 16,700 1.0

..........

..........

...........
.....................
.....................

.....................

....I ..........I .....

.....................

. . . . . . I ..............

.....................

..........I ..........

.............

.............

.............

.............
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TABLE K.-AFDC FAMILIES WITH SPECIFIED NUMBER
LEGITIMATE RECIPIENT CHILDREN, 1969

OF IL-

Number of children Number Percent

TotalI......................... 1,630,400 100.0

None............................... 906,900 55.6
1 .................................. 346,600 21.3
2 .................................. 174,800 10.7

3 .................................. 89,500 5.5
4 .................................. 50500 3.1
5................................... 27,100 1.7
6................................... 15,200 .9
7................................... 10,200 .6
8................................... 4200 .3

9................................... 2200 .1
10 or more........................... 1,300 .1
Not reported ......................... 1,900 .1

TABLE L.-AFDC FAMILIES BY STATUS OF FATHER, 1969

Status Number Percent

TotalI........................ 1,630,400 100.0
Dead .............................
Incapacitated .............
Unemployed, or employed part time,

and-
Enrolled in work or training pro-

gram ...............
Awaiingnolen .e rfra

Neither enrolled nor awaiting en-
rollment .....................

S ubtotalI....................
See footnote at end of table.

89,700 5.5
187,900 11.5

36,000 2.2

14,800 .9

28,200 1.7

79,000 4.8
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TABLE L.--AFDC FAMILIES BY STATUS OF FATHER, 1969--Con.

Status Number Percent

Absent from the home:
Divorced ........................ 223,600 13.7
Legally separated .......... 45,200 2.8
Separated without court decree.. ... 177,500 10.9

Deserted ............... 258,900 15.9
Not married to mother..11111....... 454,800 27.9

In prison.......... .... 42,100 2.6
Absent for another reason......... 26,700 1.6

Subtotal....................... 1,228,800 75.4

Other status:
Ste father case ............. 3 tO .
Children not deprived of 30,400 o

care of father, but tof mother .... 14,400 .9
Not reported.......................... 200 (1)

ILess than 0.05.

TABLE M.-AFDC FAMILIES BY WHEREABOUTS OF FATHER,
1969

Whereabouts Number Percent

Total ......................... 1,630,400 100.0

In the home......................... 297,500 18.2
In an institution:

Mental institution .................. 6,900 .4
Other medical institution........... 6,200 .4
Prison or reformatory............... 53,500 3.3
Other institution...........130 .1

Not in the home or an 1,300ton h i
residing in:

Same county ............. 3 13 019.1
Different county; same State..... .. .311,3005.
Different State and in the Un8,20e5.
States......................... 128,100 7.9

A foreign country.................. 18,000 1.1
Whereabouts unknown ................ 630,600 38.7
Inapplicable (father deceased)..........90,800 5.6

65-745 0 - 71 - pt. 1 - 32
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TABLE N.-AFDC FAMILIES IN WHICH
BECAUSE OF DIVORCE SEPARATION,
TIME FATHER LAST LEfT HOME, 1969

FATHER IS ABSENT
OR DESERTION, BY

Time Number Percent

Total ........................

Absent because of divorce, separation,
or desertion .....................

This year..
1 year ago..
2 years ago....

3 years
4 years
5 years

ago ....
ago ....
ago ....

6 years ago.........
7 years ago.........
8 years ago.........

9y'ears ago..
years g...

11 years ago.. .

12 years ago...
13 years ago ...
14 years ago ...

15 years ago ...
16 years ago ...
17 years ago ...

18 years ago...................
19 years ago ...................
20 years ago ...................
Unknown ....... . ..... .. .

Not absent because divorce, sepa-
ration, or desertion ...............

Unknown..........................

1,6301400 .........

705,200

39,800
124,900
94,000

76,200
54,300
50,400

100.0

5.6
17.7
13.3

10.8
7.7
7.1

.... .... .... 39,900
...... 34,500

.... .... .... 29,900

5.7

4.2

3.5
2.9
2.7

2.1
1.9
1.5

1.1
.7

1.0

.4

.2

.1
4.8

24,900
20,800
18,700

14,800
13,000
10,300

8,000
5,100
7,000

2,700
1,700

400
33,900

925,000
200

...............

.....................

.....................

.....................

.....................

........I ..........I .

.....................

.....................

......................
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TABLE O.-AFDC FAMILIES BY STATUS OF MOTHER, 1969

Status Number Percent

Total ......................... 1,630,400 100.0

In the home and:
Employed In regular job full time

(35 hours or more per week) .... 123,000 7.5
Employed in regular job part time

(less than 35 hours per week) ... 94,600 5.8
Enrolled in work or training pro-

gram .... .. .. .. .... .. 6 4039

to WIA......................... 47,900 2.9
Neither employed, enrolled, nor

awaiting enrollment, and:
Physically or mentally incapac-

itated for employment. ...... 224,100 13.7
No marketable skills, or sufi-

able employment not avail-
able ............... 1 6O69

Needed in the home full time 1,60 .
as homemaker ............... 578,200 35.5

None of the above factors a p
p lies; she is: Actively seek-
ig work ..... I..... 86,400 5.3

Not actively seeking work .... 165,600 10.2
Not In the home:

Dead............................ 38600 2.4
Deserted............... 5 0 033
In a medical irstituion ther 53,003.

mental ......................... 2,700 .2
In a mental institution .............. 3,700 .2
Absent for another reason.......... 35,500 2.2
Not reported ....................... 100 (1)

I Less than 0.05.
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TABLE P.-AFDC FAMILIES WITH MOTHER IN HOME, BY STATUS
OF MOTHER, 1969

Mother In home
Status

Number Percent

TotalI......................... 1,496,800 100.0

Employed in regular job full time (3582
hours or more per week) ......... 2,0 .

Employed In regular job part time (less 12,0
than 35 hours per week.............. 94,600 6.3

Enrolled in work or training program 64,400 4.3
Awaiting enrollment after referral to

WIN ..... ....... .. .... 47,900 3.2
N either epodenrolled, no await-

inge nrollment, and:
Physically or mentally incapacitated

for employment ............. 24lO10
No marketable skills, or suitable 24101.

employment not available ......... 112,600 7.5
Needed in home full time as home-

maker..' 7,003.
N o ne o f th e ' '6've f'actfors apl I eS; 58203.

she is:
Actively seeking work ........... 86,400 5.8
Not actively seeking work ....... 165,600 11.1
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TABLE Q.-AFDC FAMILIES WITH MOTHER IN HOME BY PLACE
OF RESIDENCE BEFORE MOTHER LAST MOVED INTO STATE,
1969

Mother In home
Former place of residence Nubr Pecn

TotalI......................... 1,496,800 100.0

Mother formerly lived elsewhere ........ 885,200 59.1
Census division:

New England ..................... 15,800 1.1
Middle Atlantic ................... 42,600 2.8
East North Central ................. 52,500 3.5
West North Central................ 28,100 1.9
South Atlantic.................... 136,200 9.1
East South Central ................. 96,600 6.5
West South Central ................ 84,100 5.6
Mountain ........................ 35,100 2.3
Pacif ic .......................... 30,100 2.0

Puerto Rico and Virgin Islands .......... 68,900 4.6
Other U.S. territory ..................... 600
Latin America........................ 8,100
Other foreign country ................. 20,700 1.4
Unknown ................. 265,800 17.8
Mother never lived in another State or

country ........................... 611,600 40.9
1Less than 0.05 percent.

TABLE R.-AFDC FAMILIES WITH MOTHER IN HOME, BY YEARS
OF SCHOOLING COMPLETED BY MOTHER, 1969

Mother In home
Years of schooling completed Nme ecn

Total ......................... 1,496,800 100.0

Elementary school:
Less than 5th grade (including
none).......................... 127,000 8.5

5th to 7th grade ................... 170,300 11.4
8th grade........................ 161,500 10.8

High school:
1st to3d year ............. 481,000 32.1
High school graduate.........253,100 16.9

College:
1st to 3d year .................... 32,400 2.2
College graduate ................... 2,800 .2

Unknown ........................... 268,700 18.0
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TABLE S.-NUMBER OF AFDC FAMILIES WITH MOTHER IN
HOME, 3Y TIME MOTHER LEFT LAST JOB, 1969

Mother In home

Time Number Percent

TotalI......... 1,496,800 100.0
Not now employed; previously em-

ployed ..........................

This year...........
1 year ago..........
2 years ago........

.years ago.........
5 years ago.........

6 years ago...
7 years ago...
8 years ago ...

9gyars ago ...
10 years ago.
11 years ago.

12 years
13 years
14 years

ago.
ago.
ago.

15 years ago ....... I...............
16 years ago.....................
17 years ago.....................

18 years ago .....................
19 years ago.....................
20 years ago or more..............

Unknown ........................

Never employed...................

Employed now ....................

Not reported.....................

ILess than 0.05 percent.

61.5

5.2
11.2
22.7

4.3
2.9
2.1

1.5
1.3
1.1

921,200

78,500
166,900
94,100

63,700
43,200
3 1,600

22,800
19,800
16200

13,700
13,000
11,200

9,200
8,500
7,800

5,500
6,000
3,800

31100
2,700

12,900

287,000

357,900

217,600

100

19.2

23.9
14.5

..........
........o ...

...........................
.............I ........

. . .....I ...............

.........................
.......................I ...
...............I ...........

...................I # I .....

...........................

........I ........I .........



Appendix D..--"The Effect of Three Income Maintenance Pro.
grams on Work Effort," a Report Prepared for the Chamber of
Commerce of the United States of America, by Alfred and
Dorothy Tella, July 1971

(403)
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SUMMARY

This study strongly suggests that H. R. 1, the Administration's
Family Welfare Plan, as presently designed would discourage
people from working.

The study, commissioned by the Chamber of Commerce of
the U-Ated States, was prepared by economists Alfred and
Dorothy Tella using the technique of simulation of the effects
on low-income families of various income guarantee or nega-
tive income tax type plans.

The study raises serious questions as to (1) whether the Ad-
ministration and the House of Representatives have given
enough consideration to the "work disincentive" effects of the
Family Welfare Plan, and (2) whether the cost of the Family
Welfare Plan to the Federal Government and to the society
may not have been significantly underestimated.

The authors draw upon existing research of relations be-
tween non-work income, wage rates, and hours worked by low-
income family heads to predict what might occur under three
different income guarantee plans including a plan similar to
the Administration's H. R. 1 as passed by the House of Repre-
sentatives. This plan calls for a $2,400 guaranteed minimum
income, a $720 earnings exemption, and a benefit-reduction
formula equivalent to a "marginal tax rate" of 67 per cent.
The study's findings show that:
0 Each of the income payment plans analyzed would discour-
age work by low-income family heads.
0 Male family heads would kcep working but would work
fewer hours.
9 Female family heads, in large measure, would withdraw
from the labor force.
9 Because the reduced work would cause these families a loss
of earnings, their family income would rise by much less than
the amount of the income payment-by about half of the pay-
ment for male-headed households and one quarter of the pay-
ment for female headed households.
0 Under each of the three plans, both the high (50 to 67 per
cent) "margina! tax rate" and the income payment would dis-
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courage work. Income payment plans reduce the amount of
the payment in proportion to the amount of income earned by
work. With a 67 per cent rate, for every $3 of income earned
by work, a family's benefit is reduced by $2. The Tella study
found that 70 to 80 per cent of the work disincentive that
would occur would come from the "tax rate" on earned income
and the remaining 20 to 30 per cent from the supplemental in-
come payment.

Any income guarantee plan has to fit itself into the pattern
of incomes that working families earn. If the income guarantee
is $2,400 a year, the "tax rate" on earned income is 67 per cent,
and the earnings exemption is $720 then a family continues to
get some payment from the government, even though its
head is working, up to a total family income of $4,320, which
is called the "cut off" income. Some workers in families above
the cut-off income level could be expected to reduce their
earnings by working less in order to qualify for an income pay-
ment under the plans.

The significance of the Tellas' finding that the "Marginal
tax rate" is a major discouragement to work is that if the "tax
rate" is lowered the work disincentive becomes less severe,
but then the plan must subsidize higher and higher incomes.
For example, with a guarantee of $2,400 and a " tax" rate of
50 per cent, incomes are supplemented by government up to
a "cut off" level of $4,800; if the "tax rate" is 25 per cent, the
cut-off level becomes $9,800. This, in turn, means that the
plan would cover far more families and cost taxpayers a great
deal more.

The Tellas' simulation study could not take into account
the effect on low-income families of a legal requirement by
government that the family head would be compelled to work,
or a law penalizing the family head for failure to register with
the government or to accept a suitable job. The study assumed
that people would not be forced by government to work but
would retain freedom of choice.

The study also did not measure the possible effects of pro-
viding day-care facilities for the children of 19w-income fam-
ilies. Higher "cut off" incomes would increase the cost of day-
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care facilities and the resulting cost to taxpayers. And the
cost of job training would probably vary for government and
taxpayers depending on the general state of the economy,
rising when times were bad and dropping in good times when
jobs are plentiful.

The Tella study, which represents an important supplement
to pilot programs for "testing" the effects of a legislative pro-
posal in advance of its enactment can be a significant contri-
bution to wise decision-making on this revolutionary new
proposal for the Federal Government to guarantee the in-
comes of low-income people, both those now working and not
working.
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INTRODUCTION

Widespread dissatisfaction with the existing welfare system
has inspired proposals to replace the current system with an
income maintenance program embodying negative income
tax principles. Programs of this kind include the plan of the
President's Commission on Income Maintenance Programs
and the Family Assistance Plan. In the face of proposals for
adoption of a negative tax-type plan, some concern has been
expressed for the potential effect on work effort. of bringing
families with working members into a program that at once
supplements family income and places a fairly high effective
tax rate on the earnings of family members. Such concern is
not groundless. Traditional economic theory suggests that
both income supplements and compensated reductions in the
wage rate, such as that produced by the tax rate of a negative
tax plan, affect labor supply negatively, and recent empirical
studies tend to confirm the theory. A decrease in labor supply,
of course, results in some loss in total earnings and national
output. The magnitude of the potential-labor supply effects
of a negative tax plan, however, is of particular interest be-
cause it bears on the effectiveness of the plan in raising low
incomes and reducing poverty. To the extent that participants
in a negative income tax plan take part of their increased con-
sumption possibilities in the form of work reduction, family
income will be increased by less than the full amount of the
initial income supplement. At the same time, since any loss in
earnings is partially filled in through an increase in the supple-
ment, any reduction in work effort adds to the overall transfer
cost of the plan. In view of the relationship between the labor
supply effects of a negative income tax plan and its cost and
effectiveness in raising income, estimates of the likely effect
of a negative income tax plan on work effort would seem to be
an essential ingredient in any major decision to reform the
welfare system.

This paper offers estimates of the effects of three negative
income tax plans with various guarantee levels, tax rates, and
cutoffs on the annual hours of work of male and female house-
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hold heads. Estimates of the changes in labor supply are in
turn used to estimate changes in earnings and family income
under each plan as well as the change in the supplement re-
sulting from changes in work effort. The estimates of the im-
pact on annual hours of work of income supplements and
effective tax rates on earnings that are used in this paper are
derived from a recent study by Tella, Tella, and Green [7]
in which nonwork-related nonemployment income was used
as a proxy for a negative income tax transfer. The study is
inferential in nature, using existing relationships between
marke.,t work, wage rates, and levels of nonemployment in-
come as revealed in cross-sectional data to predict what might
occur under income maintenance plans embodying negative
income tax principles. This type of study is an important sup-
plement to pilot experiments, and has the advantages of being
less expensive and time consuming, of avoiding Hawthorne
effects, of covering the nation as a whole rather than only a
particular area, and of indicating ultimate rather than short-
term effects.
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THE NEGATIVE INCOME TAX
AND ECONOMIC THEORY

A negative income tax is an income conditioned transfer pro-
gram. Under an income maintenance plan embodying nega-
tive income tax principles, a family whose initial or pre-tax
income is below a- specified breakeven or cutoff level receives
an income supplement equal to a specified percentage of the
difference between its pre-plan income and the cutoff level.
Negative tax plans have three basic variables: a guarantee
level, a tax rate, and a cutoff level. In the simplest form of
negative income tax the guarantee level equals the cutoff
times the tax rate. If a family has no earnings or other pre-plani
income it receives a supplement equal to the guarantee level
of the plan. If one or more family members are earners or if
the family has nonemployment income, the family receives a
supplement equal to the guarantee level reduced by a fraction
(the tax rate) of its earnings or nonemployment income. At
successively higher levels of pre-plan income the family's
supplement becomes successively smaller, reaching zero at
the plan cutoff level. An earnings exemption or disregard (a
zero tax rate on earnings in a limited range) can be included
in a negative income tax plan; such an exemption raises the
cutoff level by the amount of exempted earnings.

A negative income tax plan both increases the income that
an eligible family can attain with no change in the work effort
of its members and reduces the gain in income derived from
work. The income supplement under a negative income tax
increases a family's total consumption possibilities. The fam-
ily can allocate this increase in consumption possibilities as it
chooses between higher income and reduced labor force ac-
tivity by family members. The tax rate of the negative income
tax plan in effect reduces the net marginal wage rate of work-
ers in the family. For a family brought under a negative tax
plan, additional work effort no longer increases family income
by as much as before, since additional earnings now are ac-
companied by a reduction in the family's supplement. At the
same time, a reduction in hours of work no longer reduces
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family income by as much as before since any loss in earnings
is partially filled in by an increase in the supplement. Thus,
the introdlLictioni of a negative tax plan makes it less rewarding
to work more and less costly in terms of lost income to work
less.

Both the income supplement and the tax rate on earnings
have a potential effect on the labor supply of members of
families eligible for a negative income tax plan. In terms of
economic theory, the initial supplement, which by itself en-
ables families to increase their incomes without any change
in their wages, carries a supplementary income effect. If
leisure is a normal good, i.e. if it does not become less desir-
able as income increases, families could be expected to take
some portion of their increased consumption possibilities in
the form of work reduction. The tax rate on earning Sunder a
negative income tax, which in effect reduces the net inarginal
wage rate that family members face in increasing or decreas-
ing their hours of work, carries a compensated wage effect or
pure substitution effect which also could be expected to be
leisure-inducing. (The word leisure is used here and through-
out the paper in its theoretical sense, meaning non-market
activity, while work means paid market activity.) The total
labor supply effect of the negative income tax plan is the sum
of the income and substitution effects produced by the initial
supplement and the tax rate on earnings, respectively.

Our study is based on the premise that the magnitudes of
the two effects can be estimated using available data with
nonwork-related nonwage income serving as a proxy for the
negative income tax supplement. Differences in hours worked
associated with various amounts of this nonwage income,
ceteris paribus, are taken as a measure of the supplementary
income effect, while supply differences associated with in-
come compensated differences in wage rates serve as a meas-
uire of the substitution effect. Such an analysis is consistent
with a labor supply function which relates hours worked to
wage rates and family income based on the hypothesis that
families maximize utility in terms of income and leisure.
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REVIEW OF UNDERLYING STUDY

The income and substitution effects that are used in this study
to simulate alternative negative income tax plans were pre-
viously calcuated from survey data provided by the Office of
Economic Opportunity. The basic data source was the 1967
Survey of Economic Opportunity (SEO) which was carried
out in February, 1967 by the Bureau of the Census for the
Office of Economic Opportunity. Approximately 30,000
households were interviewed nationwide, with a special em-
phasis on low-income households. Unusually detailed data
were collected on income by source, on assets, and on work
experience, personal characteris tics, and health of family
members. Income data pertained to the calendar year -1966,
while data on work experience related to the week prior to the
survey (hours worked per week) and to the previous year
(weeks worked per year). Based on these data it was possible
to (1) estimate wage rates and annual hours worked for in-
dividlual workers, (2) combine various sources of nonwage
income in order to construct a reasonable proxy for a negative
income tax supplement, (3) define alternative subpopulations
in sufficient detail to control for the influence of non-incomne
variables, and (4) estimate income and substitution effects in
order to simulate the labor supply effects of alternative nega-
tive income tax plans. A detailed explanation of methodology
appears in [7] which shows how various demographic sub-
populations were defined in terms of the data, how the sample
was stratified in order to capture the independent effect onl
labor supply of wage rates and nonwage income, and how
supplementary income and compensated wage (substitution)
effects were calculated. The study also briefly illustrates the
application of these effects to hypothetical income supplement

plans with identical b~rakeveni levels. However, labor supply
effects above the cutoff were not estimated, and it was as-
sumed that all pre-plan income consisted of earnings. By
comparison, in the present paper an estimate is made of the
population above the statutory cutoff that could be expected
to reduce their work effort, and actual earnings data are used.

5

65-745 0 - 71 - pt. 1 - 33
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The present analysis also uses a range of substitution effects
in the simulations rather than only a single estimate.

We will briefly review the methodology of estimating in-
come and substitution effects before turning to the main task
of simulating the labor supply effects of three negative income
tax plans with various breakeven levels, guarantee levels, and
tax rates. In the earlier study a tabular analysis was used to
isolate a homogeneous population of households and to esti-
mate directly income and substitution effects. A population
was defined which isolated the impact of nonwork-related
nonwage income and wage rates on the number of hours
worked. To do this the SEO population was divided into nu-
merous categories, and observations that were likely to be in-
fluenced by variables other than wage rates and nonwage in-
come were systematically excluded from the sample. From a
population made up of civilian primary nonfarm households,
households were excluded that contained self-employed or un-
paid family workers, students, persons over age 64, youths un-
der age 18, persons with any unemployment during the year,
ill or disabled persons, and workers with irregular work pat-
terns. Households were also eliminated which had sources of
nonwage income that could be dependent on the work deci-
sion, such as households with public assistance, unemploy-
ment insurance, workmen's compensation, and social security.
The accepted population consisted of a homogeneous group of
households which had either wages, nonwork-related nonem-
ployment income, or both. All nonaged adult heads in these
households were either partly or fully employed or voluntarily
not in the work force since unemployment and other involun-
tary factors were excluded from the sample. All were actual or
potential full-time full-year workers whose decision to work or
not to work could be made a direct function of wages and
nonemployment income.

In order to capture the effect of possible total labor force
withdrawal on the estimated changes in average annual hours
of work it was necessary to allocate nonworkers (potential
workers) among the working population. The presence of
persons outside the labor force because of nonemployment
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income would be an ex post (after negative income tax) con-
dition which must be made ex ante. This adjustment was car-
ried out by estimating an imputed wage for each nonworker
based on a characteristics match (by age, sex, education, race,
SMSA, region) of nonworkers to workers, and then allocating
nonworkers among cells containing the working population
according to wage rate and amount of nonemployment in-
come.

The supplementary income effect was estimated directly
from the tables by comparing the mean annual hours worked
by persons with the same wage rates (within 25 cent inter-
vals) but with different levels of nonemployment income. This
was done for different low-wage populations of household
heads with wage rates less than $3.00 per hour, $2.00 per hour,
and $1.75 per hour. Two methods were used to estimate the
substitution effect, the alternatives yielding similar results.
Using the first method, a total wage effect was initially ejsti-
mated by comparing the mean annual hours of persons with
the same level of nonemployment income but with different
hourly wage rates. Differences in hours due to the income
effect of wage rate differences were calculated using estimates
of the supplementary income effect and were subtracted from
the total wage effect to derive the substitution effect. Using
the second method, the substitution effect was estimated by
comparing the annual hours of persons whose different levels
of nonemployment income compensated for their different
wage rates, i.e., whose total incomes would have been the
same had those with various levels of nonemployment income
worked the same number of hours as those with no unemploy-
ment income but at their own wage rates.

Consistent with theoretical expectations, the calculated es-
timates of income and substitution effects indicated that both
the supplementation of income and the imposition of high
marginal tax rates on earnings under a negative income tax
could be expected to reduce the annual hours of market work
of low-income family workers. Both increases in nonemploy-
ment income and compensated reductions in the individual's
own wage rate were shown to be accompanied by reductions
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in the annual hours worked by both male and female house-
hold heads. For low-wage male household heads, the study
showed elasticities of annual hours worked to increases in ex
ante family income, calculated by various methods, ranging
between -. 1 and -. 3. Nearly all of the decline in annual hours
in response to increased amounts of nonemployment income
resulted from a reduction in hours on the part of labor force
participants; among males with very low wage rates there
wvas little indication of total withdrawals from the lahor force.
The reduction in annual hours worked of female household
heads in response to increases in nonemnployinent income was
found to be much larger than that of maldes, the comparable
elasticities ranging between -. 5 and -. 7. Jn the case of female
household heads, total withdrawals from the labor force ac-
counted for a large part of the over-all reduction in hours
worked, and those women remaining in the labor force ap-
peared to reduce their annual hours moderately in response
to increases in nonemployment income.

Since estimates of the substitution effect derived from the
study were intended to be used primarily to simulate the
effects of the fairly high tax rates on earnings under negative
income tax plans, they were based on observations of compen-
sated differences in wage rates of 25 percent or more, i.e.,
where the lower wage rate was at least 25 percent lower than
the higher wage rate. For male household heads the average
elasticity of substitution derived from such observations was
about .18, i.e., for each percentage reduction in Ifie wage rate,
male household heads reduced their annual hours worked by
about .18 percent because of the substitution effect. The sub-
stitution effect, like the income effect, was found to be much
larger for female household heads than for male. The average
elasticity of substitution for wage rate reductions of over 25
percent was estimated to be close to unity, between about .9
and 1.1, for female household heads. Whben observations of
percentage differences in wage rates were grouped into 10-
point intervals, it was observed that the elasticities for both
male and female household heads appeared to increase with
successively larger reductions in the wage rate.
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SIMULATION OF THREE
NEGATIVE TAX PLANS

The elasticities of income and substitution derived fr-om the
study summarized above are used in this paper to simulate the
effects on male-headed and fem-ale-headed families of' three
negative income tax plans:

Plan 1 has a guarantee level of $2400 a year for a dailyy of
four, an earnings exemption of $720, an(] an effectivec tax rate
of 66.7 percent on earnings above .$720) and oni other income.
The cutoff of thc plan for a family of four with at least $720 in
earnings is $4320. Plan 1 has the same guarantee level, earn-
ings exemption, and effective tax rate as the version of the
Family Assistance Plan reported by the Ways and Means
Committee in May, 1971.

Plan 2 has a guarantee level of $3000 for a family of four,
an effective tax rate of 66.7 percent, no earnings exemption,
and a cutoff of $4500.

Plan 3 has a guarantee level of $2400, an effective tax rate
of 50 percent, no earnings exemption, and a cutoff of $4800
for a family of four. Plan 3 has the same guarantee level, tax
rate,, and cutoff as the negative income tax plan recommended
by the President's Commission on Income Maintenance Pro-
grams.

Elasticities of income and substitution derived from the
study described above are first used to estimate the changes
in the labor supply (annual hours worked) of male and female
family heads induced by the income supplements and the
effective tax rate of each of the three plans. Then, given these
changes in labor supply, calculations arc made of the loss of
earnings or output that would occur among the recipients
under each plan, the amount of the transfer paid out under-
each plan, and the change in the incomes of families receiving
support under each plan. The effects of the three plans are
simulated for four-person nonaged male-headed and female-
headed families who are not initially recipients of income- or
work-conditioned public transfers such as Aid to Families
With- Dependent Children (AFDC). For families not initially
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receiving welfare support, the introduction of a negative in-
come tax plan produces a net increase in consumption possi-
bilities equal to their initial supplement and a net reduction in
their effective marginal wage rates equal to the tax rate of the
plan. (The potential effects of the plans on families currently
receiving public assistance are discussed in a later section of
the paper.)

Tables 1-3 show for each of Plans 1, 2, and 3 the initial
supplements for which four-person families at various levels
of pre-plan income would be eligible, the percentage increase
in consumption possibilities afforded by these supplements,
and the estimated percentage reduction in annual hours
worked by male and female family heads. Under each plan a
family whose pre-plan income is below the plan cutoff is
eligible for an initial supplement, ISUP, equal to G-TR-Yi
or, in the case of Plan 1 with a $720 earnings exemption, to
G-TR ( Y-EEX), where G is the guarantee level, TR the effec-
tive tax rate, Y, the family's pre-plan income, and EEX the
amount of the family's exempted earnings. The initial supple-
ment represents the increase in consumption possibilities af-
forded each family below the cutoff, or the amount by which
the family's income would be increased in the absence of any
change in the labor supply of its members. The effect of the in-
itial supplement on the annual hours worked by the family
head is calculated by applying the appropriate income elastic-
ity, ei, to the percentage increase in consumption possibilities
afforded by the initial supplement. The percentage change in
annual hours due to the ificome effect equals e i, ISUPI Y1 . In
the simulations, the income elasticity -. 16 is used for male
family heads and -. 53 for female family heads. These are the
elasticities for male household heads with wage rates under
$2.00 and for female household heads with wage rates under
$1.75 derived by comparing the annual hours of those with
little or no nonemployment income, i.e., whose income con-
sisted almost entirely of earnings of the head, to the annual
hours of those with various larger amounts of nonemployment
income. Note that these elasticities are near the lower end of
the ranges reported above.



509

The total percentage reduction in annual hours shown in
Tables 1-3 is the sum of the percentage reduction due to the
substitution effect and the percentage reduction due to the
income effect. The simulations have been carried out using
two estimates of the substitution effect. The "high" esti-
mate is based on the actual percentage reduction in annual
hours associated with the particular range of percentage re-
ductions in the wage rate consistent with the tax rate of each
plan. (For example, for the percentage reduction in annual
hours associated with a 50 percent tax rate, we use the average
percentage reduction in hours due to the substitution effect
associated with wage rate reductions between 45 and 55 per-
cent.) In deriving the "low" estimate, the overall average
elasticity of substitution is applied to the tax rate of each plan.
The latter estimate not only gives a lower estimate of the re-
duction in labor supply under all three plans but also reduces
the estimated differential between plans with a 66.7 and with
a 50 percent tax rate. The following estimates of percentage
reductions in annual hours due #,o the substitution effect are
used in the simulations:

PLAN TAX RATE

50% 66.7%
HIGH LOW HIGH LOW

Male family heads 11 9 19 12
Female family heads 62 45 95 59

Calculation of the reduction in annual hours under Plans
2 and 3 is straightforward since all participating families with
pre-plan incomes below the cutoff of either plan face a coni-
stant marginal tax rate as they reduce their hours. Plan 1,
however, places a marginal tax rate of 66.7 percent on eayn-
ings above $720 and a zero tax rate on earnings below $720.
While two-thirds of any loss of earnings above $720 is filled in
through an increase in the transfer, any loss of earnings below
$720 represents a dollar-for-dollar loss of income. The pres-
ence of the earnings excinption means that family heads with
very low pre-plan earnings are unaffected by the 66.7 percent
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tax rate of the plan. Family heads would presumably not be
influenced by the tax rate in making their labor-leisure de-
cision if their pre-plan earnings are sufficiently low that a re-
duction in hours worked in response to a supplement equal
to the $2400 guarantee level of the plan would put their
earnings below $720. Such family heads can maximize utility
under Plan 1 by reducing their hours by the same percentage
that they would in response to a $240() supplement with no
tax rate. The earnings exemption would definitely have no
effect on those whose pre-plan earnings are sufficiently high
that af ter reducing their hours in response to the 66.7 percent
tax rate and income supplement their earnings would still be
above $720. Such family heads would respond fully to the tax
rate and to their initial supplement. For a third group of family
heads whose pre-plan earnings fall in between those of the
groups just described, the effect of the earnings exemption is
less clear. At minimum such individuals would reduce their
hours just to the point where their earnings equal $720. There-
fore, we assume that family heads in the third group could
maximize their utility under Plan 1 by working just enough
hours that earnings equal $720.

The efficacy of the $720 earnings exemption in minimizing
reductions in work effort is greater the larger the substitution
effect for the group upon which it is imposed. Only male
household heads with very low pre-plan earnings are likely
to lbe affected by the earnings cxyiption; men with pre-plan
earnings above $11t97 using the low estimate and $1288 using
the high estimate could reduce their annual hours under Plan
1 in response both to their initial income supplement and to
the 66.7 percent tax rate without reducing their earnings be-
low $720. The effect of the earnings exemption would appear
to be much more important for female family heads because
of their higher elasticity of substitution. According to the low
estimate, female family heads with pre-plan earnings of less
than $2940 would on average reduce their earnings below
$720 in com-bined response to their initial income supplement
aid to a 66.7 percent tax rate. According to the high estimate,
even female family heads with pre-plan earnings at the cutoff
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of Plan 1 would, in reducing their hours of work in response to
the 66.7 percent tax rate, fall into the range of the earnings
exemption.

As Tables 1-3 show, the work disincentive of all three plans
is moderate for male family heads, but quite large for female
family heads. Male family heads with a pre-plan income of
$2750, for example, could be expected to reduce their annual
hours of work by an estimated 19-26 peicent under Plan 2
(the two values represent the low and high estimates respec-
tively), by 18-25 percent under Plan 1, and by 15-17 percent
under Plan 3. Female family heads with the same pre-plan
income would reduce their hours of work by an estimated 82-
100 percent under Plan 2, 74 percent under Plan 1, and 65-82
percent under Plan 3.

Under all three plans, the tax rate po5s a more impor-
tant work disincentive for most family heads than does the
initial income supplement. Except for families with very low
pre-plan incomes who receive very large supplements, the
reduction in annual hours clue to the substitution effect is
larger than the reduction due to the income effect. The per-
centage reduction in annual hours due to the income effect
decreases with successively higher levels of pre-plan income,
approaching zero at the cutoff of each plan. However, even
heads of families with pre-plan income at the cutoff are en-
abledl by the tax rate to reduce their annual hours of work
with a much smaller loss of income than before the introduc-
tion of the plan. Whereas before the introduction of the plan
a dollar loss of earnings meant a dollar loss of income, with the
introduction of the plan, each dollar reduction in earnings is
accompanied by only a 50 cent or a 33 cent loss of income.
Male heads of families with pre-plan incomes at the respec-
tive cutoffs of the three plans could be expected to reduce
their hours by an estimated 12-19 percent under Plans 1 and
2 and by 9-11 percent under Plan 3. Female heads of families
with the same pre-plan incomes reduce their hours by an es-
timated 59-83 percent under Plan 1, 59-95 percent under Plan
2, and 45-62 percent under Plan 3.

The reduction in annual hours worked by heads of families



TABLE 1. Effect of Plan 1 (G = $2400, earnings exemption = $720, TR =66.7%, cutoff = $4320) on the Annual Hours
of Work of Male and Female Family Heads, by Pre-plan Income Level

Pre-plan Income

0
750

1250
1750
2250
2750
3250
3750
4250
4320

initial
Supplement

2400
2380
2047
1713
1380
1047

713
380

47
0

Percent
Increase in

Consumption
Possibilities

PERCENT REDUCTION IN ANNUAL HOURS OF WORK

MALE HEADS

High Low
Estimate Estimate

FEMALE HEADS

High Low
Estimate Estimate

317.3
163.8
97.9
61.3
38.1
21.9
10.1

1.1
0

NOTE: in calculating the Initial supplement and the percentage reduction In hours under Plan 1,

the $720 earnings exemption is treated as an Income exemption.



TABLE 2. Effect of Plan 2 (G = $3000, TR =66.7%, cutoff =$4500) on the Annual Hours of Work of Male and Female
Family Heads, by Pre-plan Income Level

Percent
Initial Increase in

Supplement Consumption
t$) Possibilities

3000
2500
2167
1833
1500
1167
833
500
167

0

4333.3
173.4
104.7
66.7
42.4
25.6
13.3
3.9

0

PERCENT REDUCTION IN

MALE HEADS

High Low
Estimate Estimate

ANNUAL HOURS OF WORK

FEMALE HEADS

High Low
Estimate Estimate

0
100
100
100

94
82
73
66
61

Pre-plan Income

0
750

1250
1750
2250
2750
3250
3750
4250
4500



TABLE 3. Effect of Plan 3 (G =$2400, TR = 50%, cutoff =$4800) on the Annual Hours of Work of Male and Female
Family Heads, by Pre-plan Income Level

Percent
Initial Increase in

Supplement Consumption
1$J Possibilities

2400
2025
1775
1525
1275
1025
775
525
275

25
0

PERCENT REDUCTION IN ANNUAL HOURS OF WORK

MALE HEADS

High Low
Estimate Estimate

FEMALE HEADS

High Low
Estimate Estimate

270.0
142.0
87.1
56.7
37.3
23.8
14.0
6.5
0.5

0

Pre-plan Income

0
750

1250
1750
2250
2750
3250
3750
4250
4750
4800
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that are below the cutoffs of all three plans is in all cases' great-
est under Plan 2. For male family heads covered by all three
plans, the reduction in labor supply is least under Plan 3. Be-
cause the earnings exemption has little effect on male family
heads, the difference in effects of Plans 1 and 2 on the labor
supply of male family heads is small, attributable mainly to
the difference in the size of the income supplements provided
by the two plans. The difference between the effects on labor
supply of Plans 1 and 3 is larger than that between Plans 2
and 1 and is due mainly to the difference in tax rates of the
plans. For female family heads with fairly low pre-plan in-
comes, the $720 earnings exemption of Plan 1 would appear
to be more work-saving than the lower tax rate of Plan 3, al-
though this conclusion may result from the assumption made
about behavior in response to the earnings exemption. For
those with higher pre-plan incomes, the percentage reduc-
tion in annual hours is less under Plan 3 than under Plan 1.

As has been discussed earlier in the paper, reductions in
labor supply in response to the income supplement and tax
rate on earnings of a negative income tax plan result in a loss
of output, increase the transfer cost of the negative income
tax plan itself, and diminish the efficacy of the plan in raising
low incomes. In the tables that follow we use the estimates
of the changes in annual hours worked by family heads under
Plans 1, 2, and 3, as shown in Tables 1-3, to estimate the re-
duction in earnings, the increase in the supplement due to
reductions in labor supply, and the change in family in-
come under each of the three plans. Tables 4 and 5 show by
selected levels of pre-plan income the estimated effects of the
three plans on male-headed and female-headed families who
in the absence of a negative tax plan are dependent entirely
on the earnings of the family head, i.e., families whose sole
source of pre-plan income is the earnings of the family head.
Table 6 shows the estimated income level under each plan at
which the income of such families would be unchanged by the
plan, i.e., where pre-plan and post-plan income are equal.
Tables 7 and 8 show the estimated effects of each plan for the
average participating malea-headed and female-headed family,
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taking into account the effective cutoffs of the three plans and
the average share of earnings in the total income of participat-
ing families.

For families who in the absence of a negative income tax
plan are entirely dependent on the earnings of the family
head, the loss of earnings equals the percentage reduction in
the annual hours of the head times pre-plan income. On the
assumption that the pre-plan wage rates of family heads equal
their marginal productivity, the reduction in earnings repre-
sents the loss in output or GNP due to reduction in labor sup-
ply. The loss of family income is of course less than the loss
in earnings since the family's supplement is increased by TR
times the loss in earnings. (Under Plan 1, the loss in earnings
is filled in at a 66.7 percent rate only to the point where the
total supplement equals $2400.) The change in family income
under each plan is equal to the initial supplement minus
(1-TR) times the loss in -earnings.

Although the percentage reduction in annual hours induced
by the three plans generally diminishes for successively higher
levels of pre-plan incomes, Tables 4 and 5 suggest that the
absolute loss of earnings and output is greater for families
near the cutoff of each plan than for those with lower pre-plan
incomes. Their smaller reduction in annual hours due to the
income effect fails to compensate for their higher initial earn-
ings. It would appear that the major loss in output under any
of the three plans comes from placing high effective tax rates
on participants near the plan cutoff who have moderately high
pre-plan earnings. Both because their reduction in earnings
is larger and because their initial supplements are much small-
er, families with pre-plan incomes near the cutoff take a
smaller proportion of their increased consumption possibilities
in higher income than do families with very low pre-plan
incomes. At the same time, the percentage increase in the
supplement due to work reduction is higher for those near the
cutoff than for those with lower pre-plan incomes. For ex-
ample, under all three plans the increase in income of male-
headed families with pre-plan income of $1250 is close to 90%
of their initial supplement. For male-headed families with



TABLE 4. Effect of Three Plans on the Earnings and Income of Male-Headed Families, Where Earnings of the Head Are
the Sole Source of Pre-plan Income, by Selected Pre-plan Levels

Pre-.plan Incomne -
Earnings of Family

Head ($i

PLAN 1
1250
2250
3250
4250

PLAN 2
1250
2250
3250
4250

PLAN 3
1250
2250
3250
4250

Initial
Supplement

2047
1380

713
47

2167
1500
833
167

1775
1275
775
275

Losu of Earnings Due
to Reduction in

Annual Hours Worked

High Low
Estimate Estimate

530
648
731
816

584
668
751
833

421
455
481
510

478
491
504
519

496
511
523
536

396
410
416
425

increase in Transfer
to Fill in Loss of

Earnings

High Low
Estimate Estimate

M - ($i

353
432
488
544

389
446
501
555

318
327
336
346

331
341
349
357

Change in Family
Income

High Low
Estimate Estimate

1870
1164
470

-225

1972
1278
583

-111

1565
1047
535
20

1887
1216
545

-126

2002
1330
659
-12

1577
1070
567
63



TABLE 5. Effect of Three Plans on the Earnings and Income of Female-Headed Families, Where Earnings of the Head Are
the Sole Source of Pre-plan Income, by Selected Pre-plan Income Levels

Pro-plan Income -
Earnings of Family

' Head ($J

PLAN 1
1250
2250
3250
4250

PLAN 2
1250
2250
3250
4250

PLAN 3
1250
2250
3250
4250

Initial
Supplement

2047
1380
713
47

2167
1500
833
167

1775
1275
775
275

Loss of Earnings Due
to Reduction in

Annual Hours Worked

High Low
Estimate Estimate

M$ ($i

1250
1530
2529
3532

1250
2250
3250
4127

1250
2072
2425
2780

1250
1530
2295
2533

1250
2124
2360
2597

1250
1690
1872
2057

Increase in Transfer
to Fill in Loss of

Earnings

High Low
Estimate Estimate

Ms ($)

353
1020
1687
2353

833
1500
2167
2751

625
1036
1212
1390

353
1020
1530
1689

833
1416
1573
1731

625
845
936

1029

Change in Family
Income

High Low
Estimate Estimate

Ms ($i

1150
870

-129
-1132

1750
750

-250
-1209

1150
239

-438
-1115

1150
870
-52

-797

1750
792

46
-699

1150
430

-161
-753
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pre-plan incomes of $3250 the comparable ratios range be-
tween 65 and 80 percent. For the former group the reduction
in work effort adds about 10-20 percent to the supplement
under all three plans; for the latter, reductions in work effort.
add 30-70 percent to the plan supplements.

While each of the three plans increases the incomes of re-
cipient families with very low pre-plan incomes, all three plans
bring about a reduction in the income of some families with
pre-plan incomes near the cutoff. For some families with pre-
plan incomes neai- the cutoff of each plan, the loss of earnings
due to a reduction in labor supply, even when partially filled
in through an increase in the supplement, results in a loss of
income in excess of the initial income supplement; for such
families, post-plan income is less than pre-plan income. Table
6 shows the income levels at which, given estimated reduc-
tions in hours worked, the income of families entirely depend-
ent on the earnings of the head would be unchanged by each
plan, i.e., at which the loss in income due to the reduction in
earnings would just equal the family's initial supplement. Be-
low this level incomes of such families would on average go up;
above this level they on average would decline. (For families
that have nonemployment income in addition to earnings, the
levels of equality between pre-plan and post-plan income
would be somewhat higher than those shown in Table 6.)

Tables 7 and 8 show the effects of the three plans on male-
and femnale-headed families whose pre-plan income is equal to
the mean pre-plan income of participating male- and female-

TABLE 6. Level at Which Pre-plan and-Post-plan Incomes are Equal,
for Families Where Earnings Are the Sole Source of Pre-
plan Income

MALE-HEADED FAMILIES FEMALE-HEADED FAMILIES

High Low High Low
Estimate Estimate Estimate Estimate

PLAN 1 3929 4063 3120 3183
PLAN 2 4092 4232 3000 3315
PLAN 3 4287 4372 2606 2980

21

65-745 0 - 71 - pt. 1 - 34



TABLE 7. Effects of Three Plans on the Average Male-Headed Family Below the Effective Cutoff

Pre-plen Initial Percent Reduction in
Income Supplement Annual Hours Worked

($J ($) by Family Head

Percent
Increase in

Earnings Supplement
L oss Due to Work
($) Reduction

Change In Family Income

Per$ of
Transfer

0s % ($i

PLAN I
High estimate 2975
Low estimate 2975

93 PLAN 2
High estimate
Low estimate

PLAN 3
High estimate
Low estimate

3125
3125

3325
3325

897
897

694 52 666 22
490 37 734 25

726 53 675 22 .48
522 38 743 24 .59

476 32 500 15 .51
411 28 532 16 .56
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headed families. In calculating the mean pre-plan income of
participants, we have included families above the statutory
cutoff of each plan who according to our estimates could be
expected to reduce their earnings sufficiently to qualify for an
income supplement. The mean incomes in Tables 7 and 8,
therefore, are estimated mean incomes below what will be
called the "effective cutoff" of each plan, i.e., the level of -pre-
plan income below which families could be expected to partic-
ipate in each plan.

We have estimated that male heads of families with pre-
plan incomes up to three percent above the cutoffs of Plans 1
and 2 and about two percent above the cutoff of Plan 3 might
be expected to reduce their hours worked and qualify for in-
come supplementation. Female-headed families with incomes
17-21 percent above the cutoffs of Plans 1 and 2 and 12-13 per-
cent above the cutoff of Plan 3 would, according to our esti-
mates, be potential participants.

Although families with pre-plan incomes above the statu-
tory cutoff of a negative income tax plan lose a dollar in income
for every dollar reduction in earnings above the cutoff, each
dollar reduction below the cutoff is filled in at the plan's tax
rate. The further earnings are reduced below the cutoff, the
higher the average rate at which the supplement fills in the
total loss of earnings. Without knowing the form of utility
functions it is difficult to determine the extent to which fam-
ilies with pre-plan incomes above the cutoff could maximize
utility by reducing earnings sufficiently to qualify for a slip-
plement. However, since it is important to make some esti-
mate of the extent of effects above the cutoff, we made the
following assumption: that the head of a family with pre-plan
income above the statutory cutoff of a negative income tax
plan would find it advantageous to reduce his hours of work
sufficiently to enable the family to qualify for a supplement if
there is a level of earnings below the cutoff at which the sup-
plement divided by the loss in earnings is equal to a tax rate
that, given our estimated substitution effect of various tax
rates, would induce him to reduce his earnings to that level.

The mean incomes shown in Tables 7 and 8 are the esti-
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mated mean incomes in 1969 of nonaged four-person families
that received no transfer income from Public Assistance, So-
cial Security, Unemployment Insurance, Workmen's Compen-
sation, or Veterans Compensation. Means were calculated
from the 1969 income distribution of families with husband,
wife, and two children and families with a female head and
three children as reported In Current Population Reports,
Series P-60, no. 75. The distributions were adjusted to exclude
recipients of public transfer payments by applying ratios of
transfer recipients to the total number of families with non-
aged male and female heads in each Income class taken from
special tabulations of the 1966 sEo. Because of the higher
effective cutoff of each plan for female-headed than for male-
headed families, the mean incomes of the two groups are fairly
close, although the mean income of female-headed families
below the statutory cutoffs Is considerably lower than that
of male-headed families.

In calculating the reduction in earnings and output due to
changes in labor supply in Tables 7 and 8, account has been
taken of the average share of earnings in the total family in-
come of participants. In male-headed families earnings ac-
count for a larger percentage of family income than in female-
headed families. Some of the earnings of the male-headed
families are the earnings of the wife. Analysis of the behavior
of the wife in response to income supplements and compen-
sated reductions in her wage rate in the Tella, Tella, and
Green Study [7] indicated that the elasticity of the wife's
annu.-al hours of work to both increases in nonemployment
income and to a compensated reduction in her wage rate are
larger than that of the male household head. However, since
the wife's earnings account for a relatively small share of total
earnings in low-income families with a working male head,
the elasticity of total family earnings to change in nonemploy-
ment income and to reductions in the effective wage rates of
earners is not substantially larger for families in which both
husband and wife are earners than in families where the hus-
band is the sole earner, For this reason, the total reduction
in earnings in male-headed families has been calculated by
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multiplying the percentage reduction in annual hours of the
head by total family earnings. This procedure may result in
a slight underestimate of the reduction in earnings in families
where both husband and wife are earners.I

The male head of a family with income equal to the mean
of all participating male-headed families could be expected,
as indicated in Table 7, to reduce his annual hours of work
by an estimated 13-15 percent under Plan 3 and 17-24 percent
under Plans 1 and 2. The income effect accounts for between
20 and 30 percent of the total reduction in hours under all
three plans. The average male family head would be unaf-
fected by the earnings exemption of Plan 1. The reduction in
earnings and output in the average male-headed family is in
the range of $400-475 under Plan 3 and $500-700 under Plans
1 and 2. The estimates suggest that the income of the average
male-headed family would increase by 22-25 percent under
Plans 1Lind 2, and by 15-16 percent under Plan 3. Comparison
of the actual increase in family income under each plan with
the initial income supplement indicates that under Plans 1
and 2 the increase in income is about 75 percent of increased
consumption possibilities (initial supplement) .afforded by
each plan, or about three-fourths of the increase that would
have taken place in the absence of any changes in labor sup-
ply. The ratio is slightly smaller under Plan 3. While the in-
come of the average male-headed family increases by more
under Plans 1 and 2, reductions in work effort add somewhat
more to the transfer cost of these two plans than to that of
Plan 3. Reductions in work effort add an estimated 35-50 per-
cent to the transfer cost of Plans 1 and 2, and about 30 percent
to that of Plan 3. Under all three plans, a dollar of transfer
adds about 50-60 cents to the income of the average partici-
pating male-headed family.

The work disincentive of all three plans is substantially
higher for the average participating female family head than
for the average male, the impact of all three plans on the in-
comes of female-headed families is less, and the addition to
the transfer cost considerably higher. Given the higher elas-
ticity of substitution for females than for males, the earnings
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exemption of Plan 1 would appear to have a greater work
saving effect for female family heads than for male. As a
result, Plan 1 looks somewhat more attractive relative to the
other plans for female-headed families than for male. How-
ever, the apparent superiority of Plan 1 over Plans 2 and 3 in
terms of raising income both absolutely and per dollar of
transfer may be due to the assumptions made about behavior
in response to the earnings disregard.

The estimates shown in Table 8 suggest that the average
female family head participating in each plan would reduce
her annual hours by 80-100 percent under Plan 2 and by 60-80
percent under Plan 3. It would appear that the effects of Plan
1 on the labor supply of the average female participant are
in the same range as those of Plan 3. The estimated loss in
earnings due to work reduction is about $1900-2400 under
Plan 2, $1500-1900 under Plan 3, and $1600-1650 under Plan 1.

The income of the average participating female-headed
family increases by an estimated 15-17 percent under Plan 1,
9-16 percent under Plan 2, and 0-7 percent under Plan 3. All
three plans raise the consumption possibilities of the average
female-headed family by 33-38 percent. At best the actual
increase in family income is less than 50 percent of the initial
supplement. Reductions in work effort add substantially to
the transfer cost of all three plans for female-headed families,
the final transfer exceeding the initial supplement by about
80-100 percent under Plan 3 and by over 100 percent under
Plans 1 and 2. None of the three plans is particularly efficient
in raising the income of female-headed families. It is estimated
that a dollar of transfer would add 21-23 cents to the income
of female-headed families under Plan 1, 10-20 cents under
Plan 2, and less than 12 cents under Plan 3.



TABLE 8. Effects of Three Plans on the Average Female-Headed Family Below the Effective Cutoff

Percent ChneiFaiyIcm
Increase in Cag nFmyIcm

Pre-plan Initial Percent Reduction in Earnings Supplement Per $ of
Income Supplement Annual Hours Worked Loss Due to Work Transfer

($) ($) by Family Head ($1 Reduction M$ % ($)

PLAN 1

P4 High estimate 2842
Low estimate 2798

PLAN 2
High estimate 2901
Low estimate 2857

PLAN 3
High estimate 2899
Low estimate 2891

985
1015

1066
1095

951
955

1640
1602

2408
1880

1910
1500

ill 438 15 .21
105 481 17 .23

151 263 9 .10
114 468 16 .20

100 -4 0
79 205 7
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OTHER STUDIES
Table 9 summarizes the findings of three recently published
studies that have attempted to estimate the effects of negative
income tax plans on the work effort of male family heads. Like
our own, these studies are inferential in nature and draw on ex-
isting census data. Interestingly, all of the studies predict re-
ductions in the annual hours of work of male working heads in
response to a range of negative income tax plans. For the plans
shown in the table, which have tax rates of 50 percent or
greater, the estimated reductions in annual hours vary be-
tween 12 percent and 24 percent. Our analysis predicts similar
reductions in the work effort of male family heads. Since
nonaged male family heads frequently work extended hours,
reductions in their work effort in response to a moderate-sized
negative income tax plan would probably not reduce their an-
nual hours sharply below 2000 [4,7]. The general consistency
of these results, including our own, is impressive considering
that variations in methodology were used from study to study,
that different data were used (Current Population Survey,
Survey of Economic Opportunity), and that the period of
analysis was not always the same (income years 1965, 1966).

TABLE 9. Results of Other Studies

Percent Reduction In
Description of Plan Annual Hours Worked

Authors (family of four) of Male Family Heads

Green and G =$1500, TR =50% 12
Tella [3]

Greenberg and G =$1600, TR =50% 19*
Kosters [41 G = $2400, TR = 50% 15

G =$3500, TR =75% 24

Cohen, Rea, G = $3000, TR = 50% 15
and Lerman [2]

NOTE: G = guarantee level, TR -tax rate.
*Result Includes the work disincentive effect of a food stamp plan with a guarantee
level of approximately $1000.
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CONCLUSIONS

Based on the available evidence from inferential studies,
it would appear that negative tax-type plans of even moderate
generosity will have a negative effect on labor supply. Such
plans are likely to result in significant reductions in the work
effort of low-income nonaged family heads who are not cur-
rently welfare recipients, particularly female workers. In the
range of plans considered, work reductions would occur pri-
marily as the result of the high marginal tax rate on earnings
imposed by the plans (50 percent or greater), although in-
come supplementation alone would also lead to some decline
in work effort. Among male family heads, it is likely that re-
ductions in work effort would primarily take the form of'
reduced hours, including reductions in moonlighting and
overtime, with the family head remaining in the labor force.
Among working female family heads, however, because of
the large estimated reductions in their labor supply, it is likely
that a, considerable portion of reductions in work effort would
take the form of complete withdrawal from the labor force.
For the three plans analyzed in this paper, the estimated re-
ductions in annual hours of work ranged from 13 to 24 per-
cent for the average participating male family head, and from
60 to 100 percent for the average participating female family
head.

Because of the loss in earnings produced by work reduc-
tions, family incomes rise by less than the amount of
the income supplement. For the three plans analyzed, the
incomes of male-headed families rose by 50-60 cents per dol-
lar of transfer. For female-headed families, incomes rose 'by
less than 25 cents per dollar of transfer. Plan-induced reduc-
tions in earnings have the effect of automatically qualifying
families for a larger income supplement, which increases plan
costs. Projections of plan costs which do not take into account
the effect of work reductions will be seriously underestimated.
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CAVEATS
Several caveats should be mentioned regarding the results of
the simulations. The first pertains to the nature of the original
study on which the present estimates of labor supply effects
are based. The basic assumption underlying the study is that
individuals will respond to the income supplements and effec-
tive tax rates of a negative income tax plan in much the same
way that they respond to the receipt of nonwork-related non-
employment income and to income-compensated reductions
in their wage rates. The accuracy with which the simulations
represent what would happen under a nationwide negative
income tax plan depends very much on the validity of this
underlying assumption. In addition, estimates derived from
this and similar studies are inevitably subject to measurement
error. Moreover, in studies of this kind not all factors that
influence labor supply can be taken into account.

Another caveat pertains to the applicability of the results
of the simulations. The effects of the three negative income
tax plans were simulated in a voluntary environment, i.e., on
the assumption that individuals are free to allocate their time
between work and non-market activity as they choose. im-
plicit in the simulations also is the assumption that a dollar
of supplement has the same utility as a dollar of any other
kind of income.

The estimates do not take account of the possible impact
on work effort of a work requirement, a penalty for failure
to register for or accept a job, the provision of day care facili-
ties, interactions between income maintenance and other pro-
grams, such as manpower programs, or supplemental welfare
payments. Our results do suggest that a work requirement
would have little relevance for male family heads since, even
after reducing their work effort under the plans simulated,
most male family heads without unemployment could still be
expected to work close to full-time hours. It should be men-
tioned that the larger elasticity of income and substitution
for female household heads may be partially explained by
the costs and difficulties of job holding for such women; it is
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possible that greater availability or lower cost of child care
facilities would somewhat reduce the relatively high prefer-
ence that female household heads have for non-market ac-
tivity. Such payments as state supplements to federal pay-
ments under a negative income tax plan could be expected
to result in an additional reduction in work effort.

Although our estimates of income and substitution effects
are based on 1966 income data and are estimated for a popu-
lation from which the unemployed were excluded, there is
no strong a priori reason to expect that the elasticities would
change very much in one direction or another over time, or
that they are not representative of all employable household
heads eligible for income supplementation. Over time, in-
creases in real income could be expected to reduce the per-
centage of the population that would fall below any given
cutoff. On the other hand, population growth might partially
or totally offset the effects of economic growth on the absolute
number of people with incomes below any given level. Al-
though the numbers of participants may change over time,
our results should still provide a reasonable estimate of the
effect on those who remain participants. No attempt was
made in this paper to simulate the aggregate effects of nega-
tive income tax plans.

Our simulations applied to a population of families that
were not public assistance recipients. The work effort of pub-
lic assistance recipients, mainly AFDC mothers, would prob-
ably also be affected by the introduction of a negative income
tax plan. But it is unlikely that the work response of AFDC
mothers who become absorbed into a new plan would be as
great as the response of workers who were not previously
welfare recipients. Programs such as AFDC, General Assist-
ance, and various inkind programs would have already had
their effect in reducing the work effort of recipients [1,5].
Therefore, existing work disincentives would be wholly or
partially preserved, and perhaps increased, depending on the
generosity of the new plan and the manner in which it is ad-
ministered. If the new plan were to have a tax rate on earn-
ings significantly less than the 67 percent AFDC rate (such
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as Plan 3, above), then, ceteris paribus, work effort would be
expected to improve. If the basic guarantee level were higher
under the new than under the old plan, then work effort
would be further reduced.

Variation in program administration would also affect work
effort. Under locally administered AFDC programs the effec-
tive tax rate on earnings is often less than the statutory rate.
If a 67 percent tax rate under a new plan were to be enforced,
the effect would be to increase the effective tax rate which
would result in a reduction in work effort. Also, under AFDC
there may be administrative pressures on recipients to work.
If a new plan allowed a greater degree of voluntary labor-
leisure choice, the probable effect of lessening administrative
pressure would be to further reduce labor force participation.

32,
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Quetion 1: How many Americans ame unemployed?
July 1971:

Number unemployed (actual)------------------------------- 5, 330,000
Unemployment rate (seasonally adjusted) ------------------- 5.8 percent

How many Americans are underemployed?
Underemployment is an extreme form of the underutilization of

workers. In theory, any worker who is functioning at less than his full
productive potential could be regarded as underutilized. We can dis-
tinguish between two basic kinds of underutilization or underemploy-
ment. The first, which is readily measurable, relates to the number of
workers who desire full-time work, but work only part-time. In July
1971, the lastest data available, there were 3,033,000 Americans in this
category. They were on shorter hours because of such factors as slack
work, inability to find a full-time job, beginning or ending a job, ma-
terial shortages and repairs.

The second type of underemployment relates to persons working
below their educational or skill level. This is an area that has not been
precisely quantified, although the Bureau of Labor Statistics is cur-
rently engaged in a pilot study in Houston, Texas, to establish ways of
gauging this factor. We believe that some proportion of the approx-
imately 1.3 million " working poor" who are potential recipients under
the Opportunities for Failies program would meet this latter defini-
tion of underemployment. The Department of Labor will be working
with these people to upgrade their skills, their job situations, and their
career opportunities to increase the extent of their utilization.

How many are eligible for OFF and how many are required to
participate in the program? How many would voluntarily agree to
participate?

All adults who are eligible for welfare reform benefits are either
required to register in the OFF program, or many volunteer to reg-
ister-with the exception of the aged, ill, and disabled who are pro-
hibited from doing so by the legislation.

Our current estimate is that, if all eligible families were in fact to
apply for benefits 2.8 million people would be required to register with
OFF in the first year (of whom 1.3 million would be working poor).
Since the entire family becomes the responsibility of the Department
of Labor, a total of approximately 13.5 million individuals would be
in the OFF program. We estimate, in addition, that approximately
200,000 individuals who are not required to register would volunteer
for training and job opportunities provided through the OFF pro-
gram.

Show the pre8ent levels of training and education of those eligible
for the OFF program.

We do not have any data on the training level of "eligibles".' How-
ever, the following table shows the educational distribution of the
FAP/OFF population, by sex or head:

Percent of distribution
Years of school completed Male head Female head

Less than 8.. ........................................................... 36 24
8..................................................................... 16 14

13 and over............................ 35
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How many of these individuals8 are eligible for existing manpower
program?

We see no reasons why all of the OFF registrants could not be
eligible for one or more of the currently authorized manpower
programs.

How many have already been processed through other pro gram
'With what resU~ts?

We have no way of knowing this information about the new wel-
fare reform population. We do know that of the one million enrollees
in manpower programs during FY '70 some 30 percent were on some
form'of public assistance. By program, this ranged from 100 percent
in the WIN program to much lower figures in some other categorical
programs-particularly under MDTA authorizations where the con-
straint of poverty (and thus welfare) status is not so operative as
with EOA funded programs.

Question 2a: 'What ;percent (estimated) of the individuals re-
quired/eligible to participate in OFF are minoritie8?
*Response:- The overall estimate for non-white eligibles for the fam-

ily programs (OFF/FAP) is approximately 38% of 9.11 families. We
are currently working with HEW on estimating separate OFF and
and FAP minority percentages, but those figures have not yet
been determined.

Question 2b: 'What mea&ures are you taking now to insure equal
opportunity? (please provide the Committee with annual reports on
EF0 enforcement for DOE Manpower program for the pa8t two
years showing how enforcement is administered at DOE regions and
locally, size of bud 'get, number of staff, volume of complaints and
agreement8 handled, etc.)

Response: Attached is a copy of the Report of the Office of Equal
Employment Opportunity. for Nov. 1, 1967-Dee. 31, 1970.

The 117 compliance reviews, 96 complaint investigations, 930 com-
plaints received and 46 negotiations completed between November 1,
1967 and December 31, 1970 are listed on a State by State basis in the
back of the Report of the Office of Equal Employment Opportunity.

Staffing in that office and in the regions was as follows:

Number of staff

National Regional
Allocated office office

Ficlyear 1970 ------------------------------------------- $817, 000 22 1Fin l ear19 1 --- -- -- --- -- -- --- -- -- --- -- -- --- -- -- 761,000 102

Various measures are being taken to insure equal opportunity.
One of these is to insure equal employment opportunity for minority

group persons in State Employment Security Agencies. Over the past
four years the employment of minority group persons has been show-

ing steady gains going from 6,835 (11.8%) minority employment in
1967 to 11,062 (16.2%)l minority employees as of August of 1970. In
1967, the first year the Department conducted a survey, 6.5 percent of

65-745 0 - 71 - pt. 1 - 35
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the minority employees were in mnanagerial-supervisory positions. By
1970, this figure has risen to 8.2 percent. Another 10.6 percent were in
professional and technical positions in 1970, up from 9.3 in 1967.

The States now have approximately 3,500 disadvantaged, mostly
minority, individuals employed as aides and coaches. These workers
are being provided training to enable them to move up the career lad-
der'. The States now have funds for a New Careers in Employment Se-
curity program which will enable the entry level training of 1,000 dis-
advantaged individuals and the upgrading of 2,000 persons already
employed.

rrhe following policy has been issued to State agencies:
"It is the policy of the Manpower Administration that the State

Employment Security Agencies should employ such numbers of work-
ers from minority groups as will assure that all agencies and offices
can operate effectively in responding to the manpower and employ-
mnent needs of the community being served."

To implement this policy State agencies were asked to develop
detailed plans of action for making improvements in minority
staffing for both new hires and the upgrade of existing.(r minority
staff. A major requirement in the development of these plans was
the establishment of minority staffing goals which the States ex-
pected to attain during FY 1971 and FY 1972.

All States have now-submitted plans which have been approved
by the Manpower Administration. At this time, we are now re-
ceiving status reports from the States and of the 26 States that
have reported the majority have shown substantial increases in
minority staffing since they began implementing their minority
staffing plans.

A recent innovation ift ES operations is the Job Bank. -a method
of computerized job placement. As of August 6 there were 92 Job
Banks iin operation in 40 States. By June of 1972, it is anticipated
there will be State-wide Job Bank systems in all 50 States and all
2200 local employment service offices will be served by a Job Bank. One
side benefit of this system is that it assures that all job orders are avail-
able to all applicants.

ES testing practices are in accord with Section 703 (Ii) of the Civil
Rights Act. Trhe USTES Nonreading Aptitude Test Battery (NATB)
was developed for ES use in measuring the aptitudes of individuals
who cannot take written tests because they lack sufficient literacy skills.
It is being introduced for operational use in the Manpowver delivery
system. Training of about 4,000 local office test administrators and
counselors will be completed by the end of the calendar year. Work
has started on the development of a Mexican- Spanish edition of the
GATB and an alternate form of the Puerto Rican-Spanish GATB.

State Agencies are required to display the poster "Federal Law
Prohibits Discriiniation by State Em.ployment Service Offices". This
is available in Southwest Spanish amid East Coast Spanish as well as
English.

2 (b) A project monitoring handbook has recently been prepared and
will be issued to the field in August. It has an extensive section on
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equal employment opportunity. This handbook is intended to be the
definitive guiide for the Governmient Authorized Representative's
(GAR) use in monitoring manpower projects. The handbook calls for
determining whether the contractor is an equal opportunity employer
or moving in that direction, whether EEO posters and other required
informational materials have been posted or distributed, whether rec-
ords on project staff and their work assignments indicate any evidence
of discriminatory practices, whether project enrollment reflects the
population of the target area and whether the racial and ethnic origins
of the project staff reflect that of the project participants. Visits to
worksites, classrooms and counseling sessions are to be conducted to
assure compliance with EEO policies and project staff and partici-
pants are to be interviewed to determ-ine if they are being afforded their
rights and privileges under the laws and regulations concerning civil
rights. Other interviews are to be conducted to assure that the con-
tractor is aware of his responsibilities concerning civil rights.

ES SERVICES TO OTHER THAN WHITE

[in thousands

Fiscal year 1969 Fiscal year IS70

Percent Percent
Number of total Number of totalI

New applications-------------------------------- 2,207. 1 22 2,304.8 23
Initial counseling-------------------------------- 374.0 32 371.6 34
Nonfarm placements----------------------------- 1, 197. 7 34 1,664.6 36

Of applicants on Employment Service rolls during FY 1971 a little
over one-fifth were Negro. These Negro applicants represented nearly a
third of those counseled, nearly two-fifths of those enrolled in some
type of training for jobs, and over one quarter of those actually placed
in a job. Similar special service was provided for other minority
groups.

Not all minority applicants need employability development serv-
ices, but many do. More than one-fifth of recent applicants were iden-
tified as needing special employability development services when they
registered with the Employment Service. Nearly nine out of ten per-
sons counseled or enrolled in training were from this group. Of all
individuals placed, more than one quarter had originally been iden-
tified as needing special help in getting a job.

Based on repori.s -from 45 States ES Agencies, July 1970 through
May 1971:

Applicants Per- Per- Pe r- Enrolled in Pe r-
available cent Counseled cent Placed cent training cent

Total ------------- 10, 042, 215 100.0 903, 165 100.0 1,338,614 100.0 245, 194 100.0

Negro------------------ 2,077,951 20.7 297, 590 32.9 345, 378 25.8 93, 326 38.1
American Indian ------------ 74, 781 . 7 10, 272 1. 1 13, 934 1.0 5, 150 2. 1
Spanish surname --- _ --- 627, 336 6.2 71, 285 7. 9 108, 491 8. 1 28, 726 11.7
Emp. develop ------------- 2,194,881 21.9 780, 899 86.5 353, 262 26.5 222, 799 90.9
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MINORITY GROUP PARTICIPATION IN MANPOWER PROGRAMS

Fiscal year 1969 Fiscal year 1970 Fiscal year 1971

Spanish Spanish Spanish
Negro surname Other Negro surname Other Negro surname Other

Percent of popula3tion---------- 111 1 5 14 4 --------------------------
MOTA--------------------------------------------------------------------------------------
Inst-------------_------- 39.7 (2 4.4 36.0 12.8 4.8 838.9 312.1 84.8
OJT-------....------------ 35.4 (2) 3.5 30.3 8.3 3.0 827.5 811.6 35.6
N YC (2)-- - - - - - - - - - - - -- - - - - - - - - - - - - - - - -- - - - - - - - - - - - - - - - -
In school and summer------------------------------ 42.0 ----------------- (2 8
Out of school------------------------------------- 44.61---------------4d38.23 4 39.8 4 5*
Operation Mainstream--------- 20.8 2) 11.7 24.6 12.2 13.8 ' 31. 6 '26.0 ' 11.1
New Careers--------------- 61.1 (2 5.8 63.0 --------------- '440.3 432.1 41.3
CEP --------------------- 65.0 1.0 7.0 67.4 20.5 6.5 359.9 319.7 88.9
JOBS (federally financed)-...77.5 12.1 9.8 72.2 12.3 5.6 857.0 (2) 9
WIN----------------...40.0 18.0 4.0 42.7 19.9 5.4 839.1 15.8 34.8
Job Corps --------------------------------------- Co. 8 (3) 13.3 (9 (

I Census Bureau report on 196W70 decade.
2 Not available.
3 Cumulative through Mar. 31, 1971.
' Cumulative through Dec. 31, 1970.
8 Current enrollment In active contracts as of Mar. 31, 1971.

Qie8tion 2o.: How do you plan to adju8t your FF0 enforcement
program to accommodate the new responeibiliti8 ?

Re8poM.nse Since it is anticipated that a substantial proportion of
OFP recipients will be minority group members, EEO activities will
of necessity be an integral and strong part of the new program. The
current thrust toward equal treatment of minority clients will be con-
tinued. In addition, emphasis on minority staffing will be stressed to
all deliverers of services under OFP. It should be noted that steps are
now being taken within the Welfare Reform Planning Staff to assure
substantial minority representation among its employees, and this is
indicative of the commitment to continue such efforts throughout the
implementation of the new program.
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PREFACE

Despite the gains minority groups have made in the past 20 years,
they still remain behind America's white majority in the race for
equality in employment and job status. Discrimination still exists
against Negroes, Mexican Americans, Indians, and others -- including
women. It may be in the form of refusal to hire, paying smaller
salaries; or failing to pr ,.note.I

During the sixties a great variety of Federal legislation was passed
to cure the social ill of discrimination. One of the most notable pieces
of legislatio 'n is the Civil Rights Act of 1964, which seeks, among other
aimns, to eliminate discriminatory practices in federally assisted programs
based on race, color, or national origin. Other legislation, such as the
Age Discrimination in Employment Act, and certain regulations aim at
preventing discrimination based on age or sex.

The office of Equal Employment Opportunity, in the Department of
Labor's Manpower Administration, is responsible for the coordination
of departmental activities under these various laws and regulations.
Working with other components of the Department of Labor and the
Regional Equal Employment Opportunity Offices, it provides leadership
in promoting equal opportunity through voluntary compliance and
affirmative action.

This is a report of program activities for 1970, prepared under the
direction of Arthur A. Chapin, Director of the Office of Equal Employ-
ment Opportunity. Significant contributions were made by Regional
Manpower Administrators, State 'Employment Service Directors, and
staff of the U.S. Training and Employment Service, Nelson S. Burke,
Deputy Director of the OEEO, and Alfred E. Simons, formerly of that
office, gathered much of the data and prepared the major portion of
the report.
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INTRODUCTION

The Office of Equal Employment Opportunity has undergone several
organizational changes within the past few years. The most recent
change, on July 1, 1970, was to decentralize many of its activities
and transfer more responsibility to the 10 regional offices and the
District of Columbia. The EEO unit in each region now works directly
under the Regional Manpower Administrator, who is responsible for
such major functions as compliance reviews, complaint investigations,
negotiations for corrective actions, promoting voluntary compliance
through affirmative action with State agencies and other sponsors, and
maintaining liaison with other gover nmental agencies.

Functions remaining in the national office include developing policy,
drawing up procedural guidelines, providing technical assistance,
training staff, and monitoring regional activities.

Under decentralization, the mission of the OEEO is to develop and
support a program for carrying out the Department's responsibilities
under Title VI of the Civil Rights Act of 1964, the Age Discrimination
in Employment Act of 1967, as it affects manpow er programs and for
implementing the Department's policies and regulations concerned with
the elimination of discriminatory practices. Its specific functions are to:

1. Develop and recommend Department policies, goals, objectives,
regulations, procedures, and guidelines and promote leadership for a
unified and integrated program for equal employment opportunity.

2. Inform the Department's national and regional *staff, State
agencies, sponsors, and other recipients of departmental assistance
of their responsibilities in the equal opportunity program.

3. Develop and administer an effective system for receiving and
investigating complaints of discrimination and for conducting preaward
and compliance reviews.

4. Maintain -liaison and coordinate with the Office of Federal
Contract Compliance, the Equal Employment Opportunity Commission,
and other government agencies and private organizations concerned with
equal opportunity.
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6. Monitor the equal opportunity activities of the Manpower
Administration by field visits and review and analyze management data
and operating reports.

The regional EEO staff has a mission to implement, within the jurisdiction
of the region, an equal employment opportunity program to fulfill Title VI
of the Civil Rights9 Act of 1964., the Age Discrimination in Employment
Act of 1967, and the Manpower Administration policies and regulations
concerned with the elimination of discriminatory employment practices.
Its functions are to:I

1. Assist the office of Equal Employment Opportunity in the
development of policies, goals, objectives, regulations, procedures, and
guidelines for a unified and integrated program for equal employment
opportunity and act on the behalf of the Regional Manpower Administrator
to implement these policies.

2. Promote equal employment opportunity in coordination with the
QEEG in order to obtain voluntary compliance and affirmative action.

3. Implement a system for receiving and investigating complaints
of discrimination in employment and for conducting preaward and
compliance reviews.

4. Keep the RMA appraised of equal employment opportunity
activities of the region and review and analyze management data and
operating reports.

5. Provide training a9nd information to regional staff, sponsors,
and State agencies concerning their responsibilities in the equal
employment opportunity program.

8. Establish and maintain liaison with other regional office
components, local government agencies, and private organizations
concerned with equal employment opportunity.
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PROGRESS AND PROBLEMS

Through Its reviews and investigations and the resulting negotiations
and conciliations, the Office of Equal Employment Opportunity and
the regional EEO staff have brought about changes in overt behavior
and, in some instances, changes in attitudes. Many persons in
manpower programs have been made aware of discriminatory practices
which unconsciously stem from either custom or deep-seated prejudices.
Through routine compliance reviews, many individuals in minority groups
have been helped to gain employment or entrance into manpower programs.
Contacts between the personnel of the CEBO and participants in manpower
programs throughout the Nation have led to discernible inroads into the
problem of unequal opportunity.

Yet chronic disparities continue to exist in opportunities for whites and
those for minorities. For example, the unemployment rate in 19710 for
black workers was 8.2 percent; for white workers, it was 4.5 percent.
The unemployment rate for black youth -- ages 16 to 19 -- was 29. 1 percent;
for white youth, 13.5 percent.

While the sphere of responsibility of the Manpower Administration does
not cover the entire field of employment, its efforts can eventually
help to alleviate this imbalance by assuring equality of opportunity in
federally funded manpower programs and in the operations of the State
employment service system. Some progress has been realized, and
there have been some outstanding successes. However, much remains
to be done because of the difficulty in changing the attitude of many
Americans who directly control the employment destinies of minority
people.

BEST COPY AVAI LAB LE
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ACCOMPLISHMENTS

When weighed against the formidable task the OEEC has been given, the
accomplishments have been significant. In many localities where 3 years
ago there was massive resistance and hostility on the part of State and

local officials--both with the State employment service and in manpower
programs -- there is cooperation and an honest effort to bring about
compliance.

1. Joint, Investigations with States

The OEEO has been trying to develop means by which it could secure
greater voluntary compliance with Title VI of the Civil Rights Act, which
prohibits discrimination in federally assisted programns--not only by
compliance with the letter of the law but through dedication to its spirit
as well. The most successful method prior to decentralization was
conducting compliance reviews in conjunction with the State. With the
move to decentralization, this method has set a pattern for smooth
transition in conducting investigations at the local level. The procedure
was to inform the State officials of anticipated reviews and to request
that they supply representatives of authority to work with the compliance
officers. The results were exceptionally good. In all of the States where
violations or irregularities were found, onsite corrections were usually
made. The States were more inclined to accept the findings of these
joint investigations and to initiate statewide changes.

- -After a compliance review was made in one State where previous
efforts had not been very successful, the State administrator expressed
his willingness to comply with the recommendations. He wanted to
have the findings of these reviews presented and explained to his central
office and field supervisors to train them to identify discriminatory
practices and maintain proper surveillance over the civil rights aspect
of program operations.

-- A letter sent to the OEEO Director from one of the States assured
compliance activity:

"This is to reinforce the position the State Employ-
ment Service is taking toward job discrimination.
Employees are constantly reminded that it is their
responsibility to serve the public without regard to
personal feelings. Should any complaint be lodged
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against An interviewer, we examine the complaint
and our interviewers are reminded of the unlawful
pre -employment inquiries set by the Civil Rights
Commission. Employer job orders are refused
when they are discriminatory. I might also add that
I am personally checking with different groups in the
community to find any problems relating to discrimi-
nation in employment."

--Following a joint State,-national office review throughout one State,
the State administrator sent a copy of Guide for Compliance with Civil
Rights Laws and Policies to his section heads, unit heads, district
supervisors, and area office managers. A copy of this guide was sent
to the OEEO Director. Its contents make it clear, that this adminis-
trator mean s to bring his State employment service Into. fAM compliance.

These communications are typical of those received from a growing
number of States showing what they are doing voluntarily to promote
civil rights and equal opportunity.

In addition to joint reviews, the personnel of States and regions have
been making investigations, of complaints and giving assistance to
Individual citizens who had difficulty in finding employment or in
obtaining unemployment insurance benefits. This proved to be another
very successful technique in resolving problems -- and at a. lower cost
to the Government.

States began to look Into their civil rights practices on their own as
a result of participating in compliance reviews with the national
office, often using some of the techniques used by national office
compliance officers.

2. UggiatQIns

Prior to decentralization, negotiations were held with States to find
solutions to problems uncovered during complaint investigations or
compliance reviews. This function has now been. decentralized to the
regions. Through negotiations, States promised to make numerous
corrections. In one State, which had been recalcitrant for the past
3 years, an agreement was reached between its Employment Commission
and the, United States acting through the Attorney General and the
Secretary of Labor.* This agreement included the following items:
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a. Each local office must assign occupational classifications
to applicants without discrimination on the basis of race, color, or
national origin.

b. Each local office must select and refer applicants for em--
ployment without regard for race, color, or national origin.

c. All applicants registered In the central city offices and in
the peripheral offices will receive equal exposure to Incoming job orders.

d.The Commission will insure that loc-al ES offices follow thie
instructions and procedures set forth in the Emulovment Security
Mm

/ e. The Commission will require the Apprenticeship Information
Center and each local office servicing apprenticeship programs to
select and refer applicants to apprenticeship programs on. a non--
discriminatory basis.

f. No entry will be made on the application form relating to
personal traits of the applicant. In addition, any such entries on
all active or reactivated applications must be obliterated.

g.Each local office must initiate and implement programs for
effective communication with minority group communities in order to
disseminate Information regarding job openings and training and
apprenticeship programs.

h. The Commission will conduct training sessions as necessary
to acquaint all district and local office personnel with their responsibilities.

I. The Commission, in conjunction with the U.S. Training and
Employment Service, will develop and put into effect any additional
practices and procedures relating to counseling and testing that may
be necessary to give the fullest possible service to minority group
applicants.

J. The Commission will follow up to determine whether the local
offices have complied with the requirements of the agreement.

Similar, though not as extensive,, agreements were negotiated in many
other States-(see appendix, p. 30).
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3. Merit Staffing in-Es Agencies

One of the crucial juncture points to achieve equal opportunities
in the delivery system for the various manpower programs is the
State Employment Security Agency.
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The lack of representative numbers of minority people on State
employment security agency staffs has long been a serious pro-
blem in assuring equal employment opportunity in Manpower
Administration programs. This lack has pervaded all categories
of positions, except custodial, but has been extremely severe in
the executive- managerial category, where policy is made and the
authority for implementing equal employment opportunity rests.
The representation of minority employees in the professional-
technical and clerical categories is only slightly better.

Without adequate minority representation, the agencies are de-
prived of personnel who are really sensitive to the nature of equal
employment opportunity. They are also denied credibility as pro-
ponents and practitioners of equal employment opportunity.

State agencies generally attribute their failure to employ more
minority people to their State merit systems. There is substantial
evidence that State merit systems often impede, and in some cases
virtually exclude, minority people despite the fact that such systems
are operated under Federal standards for a merit system of personnel
administration.

The Manpower Administration and the Office of Equal Employment
Opportunity have worked with State agen-cies and with the Office of
State Merit Systems, of the Department of Health, Education, and
Welfare, which administers Federal standards for State merit
systems, to improve employment opportunities for minority workers
at all levels in State agencies.

During 1970 the Office of Equal Employment Opportunity became
:increasingly concerned with the lack of minorities on Employment
Security offices staffs. It discovered that State testing procedures
are often archaic, preventing minorities from entering State service,
with the test itself having little connection with subsequent per-
formance requirements. Recruitment methods are often inadequate
to reach minority schools and minority communities.

Often State employment security officials desire to reform State
merit staffing procedures. As a result of a national office equal
opportunity evaluation of the Nevada State Employment Security
Department, the Nevada State Personnel Division created a study
group to explore minority staffing on a statewide basis. An indepth
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review is to be made into minimum qualifications, testing procedures,
and the selection process now in use. There will also be a proposal
in Nevada for a new classification to enforce Federal guidelines for
the "coach" position used in the Concentrated. Employment Program.
These plans of action enable State ES agencies to meet goals for
increased minority staffing in such areas as job restructuring, staff
replacement planning, and recruitment.

The OEEO recognized in the expansion of manpower programs an
opportunity for utilizing minority people In subprofessional jobs.
*Accordingly, the office worked with the Manpower Administration,
State agencies, and contractors to stimulate the recruitment, training,
and hiring of such people for this kind of work. Much of the numerical
increase that has been achieved lately in minority employment on agency
staff has been due to the hiring of such persons for auxiliary and aide
positions. On the other hand, increases of minority employees in
management, professional, and clerical categories have not been suffi-
cient to assure permanent improvement.

Continued efforts culminated in the issuance on March 25, 1970, of
a Manpower. Administration policy statement "that the State employ-
ment security agencies should employ such numbers of workers from
minority groups as will assure that all agencies and offices can operate
effectively in responding to the manpower and employment needs of the
community being served."

To implement this policy, State agencies were required to develop
plans for improving minority staffing and upgrading in each local
employment service and unemployment insurance office and to for-
mulate a State plan for making necessary changes in policies and

*practices, for cooperating with the merit system agency to see that
its policies and practices insure full equality of opportunity, and for
dealing with anticipated problems. The State plans are required to
be incorporated in the State Agency Plans of Service upon approval
by the national office. Specific procedures for developing the State
plans and for incorporating them into the Plans of Service were
furnished by the national office.

The new policy and the improvement plans for its implementation
constitute a foundation upon which the Manpower Administration and
the State agencies can support their activities for improving mJiority
employment, but the goals and objectives of the new policy must be
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assiduously pursued. The responsibility rests heavily upon the
Manpower Administration to maintain continuous surveillance over
State implementation to see that it is performed aggressively and
to provide guidance and technical assistance when needed. In the
Manpower Administration's operations, this responsibility will fall
largely upon the regional offices. The OEEO proVides support and
strength to regional office activity in working with State agencies
to make the policy viable and the attainment of its goals a reElity.

4. Other Accomplishments

Subsequent to decentralization in July 1970, the national office con-
ducted training sessions for the entire professional staff in six
regions regarding their new responsibilities.

Training sessions were also conducted for the RMA's, and in New
York City for Regional Equal Employment Opportunity Program
Specialists, State Administrators, adMnrt ru ersna
tives. ,adMnrt ru ersna

A reporting system was developed and field tested, and a manual,
Directions for Reporting, was distributed to all RMA's and
Regional EEO staff to enable the national OEEO to obtain a complete
picture of EEO activities on a regional basis.

Techniques for investigating each of the manpower programs were
developed, and appropriate materials were distributed to all RMA's
and Regional EEO staff.

Considerable staff time was spent for an investigation of the
Mississippi Delta CEP and for onsite compliance reviews of ES
offices in Tuneau. and Anchorage, Alaska, where special problems of
-discrimination exist.

Review and evaluations were made of all regional reports of EEO
activities, and the Office participated in the evaluation of State plans
for improving minority employment in ES agencies. Technical
assistance and program guidance has been provided on a continuing
basis to all regions.

65-745 0 - 71 - pt. I - 36
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During 1970, the equal opportunity units engaged in various acti-
vities to assist minorities. They included: (1) Soliciting research
proposals from predominantly black colleges, which helped to
increase governmental financial assistance to hard-pressed minority
institutions, and (2) conducting compliance reviews in areas where
Spanish American and Indian needs were greatest, particularly in
the Southwest, in order to increase the awareness of ES agencies
of the unique needs of these minority groups.

COMPLIANCE REVIEWS

From November 1967 to December 1970, * the Office of Equal
Employment Opportunity conducted 117 ful compliance reviews in
29 States. In five States, the reviews were made jointly with State
officials. Through these joint investigations, many obvious viola-
tions found in local offices were corrected at once. The OEEO
worked closely with States to provide the technical assistance to
insure a program of continued compliance.

No compliance review can be complete without an examination of
the community as well as the agency being evaluated. Community
groups or agencies are contacted in order to determine community
patterns and practices and the community's relationships with and
attitudes toward the employment service.

Procxress.

Civil Rights Act Title VI violations which were generally common
in employment service offices when the OEEO began making com-
pliance reviews but which now have been almost completely eli-
mliated are as follows:

*This, report generally covers calendar year 1970. However, figures
here and in the appendix are for the period from November 1967
through December 1970 since the last report of the OEEO included
statistics through October 1967.
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1. Segregated facilities. Segregated facilities such as seating areas,
restrooms, lines for unemployment compensation, or drinking foun-
tains are no longer found. The only segregated facilities still existing
are in a few small southern communities where the itinerant station
is sometimes in a courthouse or other building that still has segre-
gated restrooms. Recommendations have gone to the State agencies
that these, too, should be eliminated.

2. Posters not prominently displayed. Nearly 100 percent of the
offices now have the equal employment opportunity posters displayed
where all can see them. Prior to the compliance reviews many
offices put them in inconspicuous places or did not display them at
all.

3. Acceptance of discriminatory job orders. During the past year
there has been a significant and continuing decrease in the number
of discriminatory job orders accepted in employment service offices.

In a few cases where persons were discovered accepting and servicing
discriminatory job orders, corrections or promises of corrections
were made on the spot. More order takers and office managers are
becoming familiar with the provisions of the revised Employment
SecurityL Manual, which spells out in detail how to handle discriminatory
job orders.

Many of these job orders called for a minority group person. Some
employers specifically said they wanted to hire a Negro to bring their
staff into racial balance. Order takers who took these orders and
serviced them and managers who approved of this action did not con-
sider them to be discriminatory. In more than one office, order takers
were told by the managers that if the order specified a white applicant,
it would be considered discriminatory, but if the order called for a
Negro, it could be serviced. Where this was discovered, the regulations
which tell how to handle orders for minority group referrals were
pointed out to the office manager. in every case, the manager agreed
to comply.

Areas in which substantial improvements have been made include:

1. Inappropriate remarks such as "fat", "beady eyes", or peculiarr
odor on breath." T1hese comments had nothing to do with either the
job specifications or the applicant' s qualifications. In the States in
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which compliance reviews were made and these kinds of remarks were
found, they have for the most part disappeared from application cards.

2. Discourteous treatment of minority crroup) applicants. There has
an Improvement in the treatment of minorities, especially Negroes, in
many of the employment service offices as a result of compliance
-reviews and complaint investigations. Traditionally, especially in but
not confined to the South, Negroes have been called by their first name
or "'boy", " 1girl"1, or "hey, you"l. In some offices, Negro and white
applicants were called byr their first nemes. In these offices, the point
was made that while this did not represent a diference in treatment between
whites and Negroes, Negroes have always resented not being called Mr. ,
Miss, or Mrs. , and they consider being called by their first names or
"boy" by a white person who does not know them personally a deliberate
sign of disrespect. Further, it was pointed out that it would be a matter
of courtesy to address every applicant, regardless of race or color, by
his or her proper title and surname. This matter has been discussed at
the local and State level, and there has been considerable improvement.

Other Incidents of discourteous treatm ent of minorities were:

Making a minority member wait an unreasonable length of time, serving
first a white applicant who had come into the office after the minority
applicant, and looking at a minority applicant with contempt or speak-
Ing "down" to him.

In one case, a Latin American applicant was told by a placement inter-
viewer that he was only a stock clerk and that was the only job he would
be referred to, even though he asked to be referred to other job oppor-
tunities in order to put his education and training to optimum use.

Complaints such as these are decreasing and are seldom received about
an office recently subject to a compliance review.

Problems

There is growing awareness of equal employment opportunity responsi-
bilities and an increasing concern on the part of State and local admini-
strators that manpower programs be brought into compliance with
Title VI of the Civil Rights Act of 1964, the ADEA of 1967, the Secretary's
Order on sex discrimination, and the departmental regulations that
pertain to the legislation. Yet, discriminatory practices are still
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prevalent in manpower programs, even after compliance reviews have
been made and sometimes after agreements have been negotiated.
These are:

1. Coding and cla-ssification.

a. Undercoding of minority applicants. Minority applicants were
given laborer codes when their education, skills, and experience showed
that they were qualified for high classifications.

b. Overcoding of white applicants. While minority applicants were
assigned occupational classifications that did not fully reflect their
education, skills, abilities, and experience, white applicants were
assigned classifications that reflected all of their education, skills,
abilities, and interests, and in some cases,' even more.

c., Irrelevant coding of minority applicants. In addition to being
liven lower codes than their experience and ability warrant, minority.
applicants are sometimes given codes that are not related to their
talents at all. -

In cases where tests were given to applicants, white applicants were
classified on the basis of their test results but minority group members
were not, even when they met test norms. When minority and white
applicants both failed to meet test norms, white applicants were given
clerical entry codes while minority applicants received miscellaneous
personal service entry classifications..

d. -Classifications are not given to some appicants. In a number of
casual l 'abor offices, some applicants are given no classification other
than "casual laborers."1 In addition, no work applications are made for
them; therefore, they are not in- any file, and they are not given any
service other than referrals to short-term jobs. These applicants are
predominantly and sometimes entirely from minority groups. Not
informing them of the advantage of having an application in the active
file deprives these applicants of numerous job and training opportunities.
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2. Referrals.
a. Minorities were referred to so-called traditionalf Jobs.

Minority applicants were often referred only to certain positions
such as laundry. worker, maid, porter, janitor, babysitter, or
laborer, regardless of their education, skills, experience, or
potential. No white persons were referred to these positions.

b. Minorities were referred to certain employers only. Generally,
minority applicants were referred only to employers that the office
knew or had reason to believe would hire minorities. If an employer
had hired a few minority group employees, he was then flooded with
minority group applicants by the employment service office. Likewise,
if the employer advertised as an "equal opportunity employer", all of
the applicants sent to him thereafter were members of minority groups.

c. Discrimination occurs in the difference in referral services
supplied to white and minority applicants. In a community where there
were two minority groups, it was found that qualified Negro and Mexican
American applicants were not selected and referred to job openings on
the same basis as were white applicants. White applicants who did not
meet the specifications of the job orders were referred In preference
to Negro and Mexican American applicants who met such specifications.

d. Discrimination exists in referral to manpower development and
training, on-the-job training, and other training programs and in
training allowances. In one OJT program, local office staff referred
applicants of the race known or believed to be acceptable to employers
and did not refer persons of other races or ethnic groups. In an
Operation Mainstream project, all Negro enrollees were digging ditches,

*repairing streets, collecting trash, and working on beautification
projects with white city supervisors standing over them..-
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In a local MDTA center, all of the enrollees were white. It was
found that the local office did not refer Negroes to the local MDTA
facility; rather, they were referred to similar training in undersized
classes at an out-of-town facility.

In more than one community, minority applicants were tested
before being admitted to MDTA training, thereby eliminating a
great number of such applicants. White applicants were not
tested before being referred.

In some places there was no dissemination of information to the
minority community concerning MDTA, OJTT, and other training
programs. Consequently, all of the referrals to these programs
were white. Disparities have been found also in MDTA training
allowances, with whites receiving higher training allowances than
minorities with the same economic situation in the same program.

There is resistance to admitting minorities to apprenticeship
programs -- sometimes by the unions, sometimes by the employment
service, and sometimes by the public schools. Minorities are
kept out in many ways. The simplest method is just not referring
a minority applicant to an apprenticeship program. In addition,
tests may screen out the majority of minority applicants who might
want to enter the program. If the minority applicant passes the
test, he must get by the Toint Apprenticeship Committee, which
often excludes him on the basis of an oral examination. Even if
he overcomes all of these obstacles, the employer might turn
him down for other reasons.

e. Discrimination exists in referral of training graduates to Jobs.
In many programs, minority graduates were still classified in the
Same code they received before they had taken the course, usually
a menial classification based on previous experience. On comple-
tion of an MDTA welder course, five Negroes and five whites re-
turned to the employment service office for placement assistance.
All of the white graduates were given training- related jobs. In
another case concerning a group of welder graduates, all whites were
referred as welders, while all Negroes were referred as assemblers.

In a clerk-typist course, four white and 20 Negro graduates re-
turned to the ES office for placement. Three of the four white
applicants were referred to training- related positions and the
fourth failed to report for a proficiency test. Only three of the
20 Negroes were referred to training-related jobs, although several
who received no referrals at all were shown to have a better skill
than the referred white applicants. Several of the Negroes were
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referred as maids or for othar menial *positions..

3. Service b discriminatory employers

Local offices seldom service orders containing discriminatory
specifications and more and more office managers are becoming
familiar with the provisions of the Employmnent Security Manual
outlawing the practices. However, violations still occur and
discriminatory employers are sometimes being serviced by-
local employment service offices.

One of the main problems is that too often local offices do not
keep a list of suspected discriminatory employers. Nor do they
follow up on employers who give, and then withdraw, discrimina-
tory job orders. Often, when a compliance officer asks a local
office manager or a State official which employers in the area
are discriminatory, the answer is, "I don't know of any."1

Further, some employers feel that they don't discriminate in
employment practices when in reality they do. Some overt and
some covert acts of discrimination on the part of employers who
are serviced by local offices include:'

a. Newspaper advertisements for employees of a specific race
or color are often used by employers.

b. The employer may hire minorities in his own shop but will
not send them out on jobs elsewhere.

c. Some employers hire workers of certain races only for
particular jobs.

d. Some employers hire only for tokenism or on a quota system.

4. Denial of equal access for all Job openings to minority applicant .

a. 'Fallingr to share job orders. In localities where there is more
than one employment service office, at least one of these or a
Youth Opportunity Center is located in a predominantly minority
neighborhood. There generally is no exchange of job orders among
the offices, and this lack of job opening information in the outreach
offices prevents thae majority of registered minority applicants
from being exposed to the widest possible range of jobs.

b. Referring most minority applicants to poverty programs. In
more than one locality, most of the minority youth were referred
to poverty programs, and few, and in some cases no, minority
youth were referred to regular jobs.



559

c. Filling orders before sen 'ng them to outreach offices.
Another practice, discovered in an office which claimed it
shared job orders, was to fill the orders before sending them
to the YOC and outreach offices.

5. Employment of minority workers in the State employment
service.

a. Few minority members on ES staff. The Office of Equal
Employment Opportunity looks at the staffing patterns of employ-
ment service offices. Except in a few localities, relatively few
minorities are found on employment service staffs and most are
employed in menial jobs such as Janitor or clerical aide--even
when the office is located in an area with a considerable number
of minority residents.

However, recent surveys concerning employment service staff -
Ing revealed that minorities are making steady advances. For
example, in an effort to determine how many Negroes, Spanish
Americans, Indians, and Orientals were employed in the 2, 400
employment service offices, the Department of Labor conducted
surveys over a 3-year period. The general conclusion was that
minority members accounted for about 40 percent of the Increase
in total staff, with the most rapid gains made In clerical-office
and professional-technical positions. There was a small drop in
the number of minority members in custodial -service jobs.

While these developments are encouraging, an equitable distribution
of minority staff at every level of employment service operation
will continue to be a major thrust of the Department of Labor.

b. Failure to promote Qualified minority group? employees. Where
minorities are hired in employment s-ervice offices, promotions
come few and far between. One Negro employee in a West Coast
city complained that a new white employee with 2 weeks training
was given a promotion and authority over her although she(the Negro
employee) had 4 years of experience and had been doing the particular
job for 3 months.

6. Lack of civil rights training for employment service staff.

The extent of the problems encountered in compliance reviews
and complaint investigations brought out the- need for more
extensive training of ES staff as to their responsibilities under
the Civil Rights Act of 1964 and the sex discrimination prohibi-
tions under Sec. Order 16-66. Many discriminatory practices
come about as a result of untrained local office employees who
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are un-aware of the law's provisions. In fact, many State employ-
ment service employees are not even aware of the existence of
these laws.

Increasingly, our experie-nce strengthens the belief that expanded
activities to educate State officials at the local level to identify
and eliminate discriminatory practices In manpower programs
will result in attainment of full compliance with Title VI.

BEST COPY AVAILABLE
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OTHER ACTIVITIES

In addition to making complaint investigations and compliance
reviews, the Office of Equal Employment Opportunity and the
Regional EEO staff have other functions, such as investigating
claims of discrimination against federally funded, privately
sponsored manpower training programs, making preatward. reviews
of contracts before refunding is authorized, and others listed
below.I

1. Investigation of other Manpower Programs. Investigations are
initiated with a minority member who complains that he is being
fired because of his race. While these complaints cannot always
be settled by the OEEO, other problems needing attention, are
often discovered. Certain commitments are requested from the
sponsors before refunding of the program is recommended.
These include such requests as taking affirmative action to
strengthen minority staffing at all levels of the program, includ-
ing the policymaking and decislonmaking levels, paying equal
salaries for all persons performing equal work, and developing
specific placement plans to insure equal efforts for all graduates.

2. T~oint Investigations with other Agencies. The OEEO made joint
investigations with the Department of Health, Education, and
Welfare; the Department. of justice; and the Office of the. Solicitor
in the Labor Department.

3. Participation in Preaward Contract Reviews. Before a
company is awarded a Manpower Administration contract, its
entire operation should be reviewed to determine the extent 'of
its compliance or capability to comply with the Civil Rights Act.
When involved in the preaward review the EEO program specialist
from the regional office will:

a. Review the contract proposal.

b. Contact State and Federal agencies that have equal employment
opportunity responsibilities such as the Human Rights Commission,
the Solicitor's Office, the Equal Employment Opportunity Commis-
sion, and the Office of the Federal Contract Compliance.

c. 'Contact the State employment service, confer with the minority
groups representative,. and review the job order placed by the
subject firm.
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d. Hold a conference with pl.Llt manager and other company
officials, make a tour of the plant, and review company records
and other documents pertaining to employment policies and practices.

The preaward review gives the EEO program specialist an oppor-
tunity to help an employer to come into full compliance with Federal
contract requirements before negotiation of his contraCt. The EEO
program specialist works on the assumption that an employer who
applies for a Manpower Administration contract is already making
a start toward equal employment opportunity regardless of what
his past employment practices have been.I

The program specialist can point out to the employer ways in
which he is still discriminating even though he thinks he is not.
The purpose of the review is not to attempt to disqualify the
employer but to help him become a true equal, opportunity employer..

4. Participation in Civic Events. The Director of the Office of
Equal Employment Opportunity is frequently invited to participate
in conferences, seminars, hearings, commencements, and other
events, as principal speaker or in a variety of other roles. He
or his representatives attended a number of these affairs which
precipitated a two-way flow of information: Information went to
the public concerning the activities and functions of this office and
how the public can help in bringing about equal opportunity, and
significant information came back from communities and organi-
zations about situations and conditions in areas where equal oppor-
tunity is being promoted.

EEC program specialists representing the Director at conferences
or other meetings brought back written reports of the proceedings.
These reports contain valuable information, sometimes about the
conditions of a locality where compliance reviews are scheduled,
Often such reports may precipitate a review.

5. Response to Citizen's Complaints. The CEEC receives hundreds
of letters complaining or inquiring about matters that ordinarily do
not fall within the range of its responsibility. These letters are
referred, when possible, to the proper agency and the writer is
so notified or answered with the be §t knowledge available.

6. Kee ing Abreast of Civil Rights and Equal 02prtunity Activities.
In order to keep the staff informed, all available information con-
cerning the activities of other agencies, both public and private, in
their efforts to bring about equal opportunities is obtained and cir-
culated. Staff members share newspaper clippings, magazine
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articles, and books whici Lney come across and feel are particularly
pertinent to equal opportunity work and also maintain a continuing
dialogue about their review experiences. Also, the OEEO solicits
and receives opinions from individuals and organizations.

7. Instruction of Ern. oyees from other Agencies. The Office of
Equal Employment Opportunity designed a civil rights training
program and administered it to the professional personnel of the
District of Columbia Employment Service. Thbis training covered
Title VI of the Civil Rights Act d,'1964, laws on sex and age discrimi-
nation, and departmental rules and regulations implementing these
acts. Building on the experience in the- District of Columbia, a
more comprehensive training program was designed and given to
the regional manpower staffs in Philadelphia, New York, and
Boston in 1-day training sessions. It was emphasized that equal
opportunity was everybody' s responsibility and not limited to the
equal employment opportunity representative. The Office is now
improving this training program and plans to take it to other regions.

8. Responsibility in the Area of Age Discrimination. Secretary's
Order No. 10-68 provides for the delegation of authority and
assignment of responsibilities for the administration and enforce-
ment of the Age Discrimination in Employment Act of 1967, which
prohibits discrimination based upon age, in the operation of the
U. S. Training and Employment Service and its system of State
and local employment service offices receiving Federal financial
assistance.

Certain responsibilities under the act were assigned to the
Assistant Secretary for Manpower, with other responsibilities
assigned to the Administrator of the Wage and Hour and Public
Contracts Divisions. The responsibility and authority for enforce-
ment of the act as it applies to the employment service and other
manpower programs was assigned to the Office of Equal Employ-
ment Opportunity.

9. Review of Reports and Pro]22sals. The Departnrient ol Labor
awards many contracts to educational institutions, indi-vidual
professors, doctoral students, and others to conduct research
which will be beneficial to the Department in carryirng out its
objectives. The Labor Department also enters into contracts with
organizations and individuals who propose programs or projects
to upgrade'the skills and educational levels of less fortunate citizens.
Many of these reports and proposals are reviewed by the OEEO.
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OUTLOOK FOR THE FUTURE

Decentralization of many OEEO activities to the regions is
commensurate with the "New Federalism" which attempts to
bring the control and operation of programs closer to the people
they serve. While it is recognized that local mores and customs
may compromise to an extent the achievement of Civil Rights
objectives, decentralization places the major responsibility for
furthering equality in job opportunity precisely at the regional
and local levels.

If strong EEO policies are developed at the national level, and
effective training and program monitoring are also provided
from that level, the prospects for widening the impact of the
Department's EEO program under decentralization appear to
be bright. America must of necessity provide this equality to
all of its citizens.
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APPENDIXES

Appendix 1. Routine CompliarL,%e Reviews, by city and state,
Nov. 1, 1967 to Dec. 31, 1970

117

Alabama ........... *. .. 3
Birmingham ......... 2
Jackson ............. 1

Alaska ................. 2
Anchorage. ....... 1
Juneau ..........

California .............. 7
Colton ............... 1
El Centro ............ 1
Hollywood ........... 1
Oakland ............. 1
Riverside ............ 1
San Jose ............. 1
Santa Cruz ........... 1

Connecticut ............. 5
Hartford ............. 5

Delaware .............. 1
Wilmington .......... 1

District of Columbia ... 3

Florida................ 2
Jacksonville ......... 1
Key West ............ 1

Illinois ................. 3
Champaign......
Chicago ............. 1
Joliet ............... 1

Iowa ................... 1I
Waterloo ............. 1

Kansas ................. 3
Kansas City .......... 1
Lawrence ............ 1
Manhattan ........... 1

Louisiana .............. 5
Alexandria ........... 1
Gretna ............... 1
Lake Charles ........ 1
Monroe .............. 1
Natchitoches .......... 1

Maryland ............... 6
Hyattsville .......... 1.
La Plata ............. 1
Leonardtown .......... 1
Silver Spring ........ 1
Wlheaton ............. 2

Massachusetts ........... 9
Boston ............... 5
New Bedford .......... 1
Pittsfield ............ 1
Springfield ........... 2

Michigan .............. 2
Muskegon ............ 1
Pontiac.............1 9 a

Minnesota .............. 5
Duluth ............... 1
Minneapolis ..........4

Mississippi ............ os4
Aberdeen ............ 1
Amory ............... 1
Greenwood ...........1
Jackson........

Missouri ............... 1
St. Louis ............ 1

Nevada................ 3
Carson City ......... 1.
Las Vegas ............ 1
Reno ........... 1 .

- 25-

Total
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New Iersey ............ 5
Burlington ........... 1
Camden ............. 1
Englewood ........... 1
Hackensack ........... 1
Jersey City.. .. .. 1

New York .............. 2
Buffalo;.............. 2

North Carolina .......... 3
Durham ............. 1
Rocky Mount .......... 1
Wilmington .......... 1

Ohio ................... 5
Canton .............. 2
Cincinnati ........... 3

Oklahoma .............. 7
Oklahoma City ....... 4
Tulsa ............... 3

Pennsylvania .......... 8
Xohnstowri...........1
Pittsburg. -. G***06
Washington .......... 1

Rhode Island .......... 4
Providence .......... 4

South Carolina .......... 3
Charleston ........... 1
Columbia ............ 1
Greenville. ........... 1

Tennessee ........ 6......3
Athens.............1I
Knoxville ..........6.1
Memphis ............ 1

Texas ................ 3
Houston............ 1
Marshall...........1

Virginia ..........4
Alexandria ..... .1
Dan illee 1....
South Boston.... 1.
Wooddge.. .

Whintn... n... 1
Spoe........ 1

West Virginia .......... 2
Charleston .......... 1
Huntington ........... 1

Wisconsin .............. 2
Milwaukee ........... 2



567

Appendix 2. Complair+ investiqAtions completed, by city and state,
Nov. 1, 1967 to Dec. 31, 1970

96

Alabama .............. 11
Abbeville ............ 1
Birmingham ......... 1
Decatur ............. 1
Demopolis ........... 1
Elmore ............. 1.
Enterprise ........... 1
Huntsville ............ 2
Tackson .............. 1
Montgomery ........... 1
Selma ............... 2

Arizona ................ 2
Phoenix ............. 1
Tucson .............. 1

California .............. 9
Alhambra ............ 1
Los Angeles ......... 1
Oakland ............. 1
Placenta............. 1
San Francisco ........ 1
San Diego ............ 1
Stockton ............. 1
Uktah ................ 1I
Visalia .............. 1

Connecticut ............. 1
Brooklyn ............ 1

Colorado ............... 1
Ft. Colns............ 1

District of Columbia ....4

Florida ............... 1
Pensacola...........1

Georgia ................ 2
Atlanta .............. 1
Waycross ........... 1

Indiana ................ 1
Evansville .......... 1

Davenport ........... 1
Des Moin~s .......... 1

Kansas................ 4
Atchison.........1
Davenport.*.*.*........1
Kansas City .......... 1
Salina ............... 1

Kentucky ............... 1
Louisville ........... 1

Louisiana.............. 3
Bogalusa ............ 1
Minden .............. 1
Shreveport.......

Minnesota. ..........
Minneapolis .......... 2

Mississippi............7
Clarksville,.......... 1
Greenville ......... 1
Greenwood,.......... 1
Indianola ...... o...... 1
Nesbit.............o..1
Vicksburg..... ... .... 1
Yazoon .............. 1

Missouri,. ............. 4
Kansas............1
Kennett ............. 1
Poplar .............. 1
St. Louis,............ 1

New'Mexico .... o..o.....1
Alamogordo. .4 ...... 001

85-745 0 - 71 - pt. I - 37
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New York .............. 5
Buffalo .............. 2
Long Island..........1
Mt. Vernon..........1
New York City ........ 1

North Carolina ......... 5
facksonville ......... 1
Raleigh ............. 2
Shelby .............. 1
Wilson .............. 1

Ohio ................ -.. 2
Cincinnati ........... 1
Dayton .............. 1

Oklahoma .............. 1
Lawton .............. 1

Pennsylvania .......... 4
Philadelphia ......... 2
Pittsburgh ........... 1
Tamnaqua............1

South Carolina ......... 4
Abbev~lle ........... 1.
Anderson............I
Bennettsville ......... 1
Greenville. . . . ....... 1

South Dakota ............ 1
Sioux Falls .......... 1

Tennessee ..............7
Harri man ............ 1
Knoxville ............2
Nashville ............ 3
Oak RIg......

Texas................. 7
Fort Worth ........... 1I
Longview ............ 1I
Marshall ............. 1
Paris ................. 1
San Antonio.. .. $$@#*.....1
Waco ................ 1
Wichita..............1

Utah. ..*..........o..*...a oo to1
.Ogden.. o.............1

Virginia.. o............t.3
Alexandria ........ .. 1
Danville ......... o.... 1
South Boston.. ........ 1
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Appendix 3. Complaints Received by States,
Nov. 1, 1967 to Dec. 31, 1970

Total 930

Alabama............... 58
Alaska ................. 2
Arizona ................ 20
Arkansas .............. 15
California........... 91
Colorado ............... 11
Connecticat .......... .. 6
Delaware .............. 1.
District of Columbia ... 12
Florida ................ 30
Georgia ............... 28
Hawaii ................. 0
Idaho .................. 0
Illinois ................. 23
Indiana ................. 19
Iowa ................... 12
Kansas................ 4
Kentucky ............... 13
Louisiana.............. 30
Maine................. 3
Maryland ...............13
Maxiachusetts..........17
Michigan ............... 36
Minnesota .............. 3
Mississippi ............ 21
Missouri ............... 24
Montana .............. 2

Nebraska............... 10
Nevada ............... 5
New Hampshire ......... 1
New JTersey ............ 13
New Mexico ............ 8
New York............... 41
North Carolina ......... 42
North Dakota ........... 0
Ohio. . . ..... 00 . .. .. 37
Oklahoma .............. 21
Oregon ............... o.1
Pennsylvania ....... o.o..32
Rhode Island............ 3
South Carolina ... ..... o.27
South Dakota ............ 3
Tennessee... ....... .... 29
Texas ......... .........85
Utah...............4
Vermont..... o... o...... 1
Virgin Islands .......... 1
Virginia ....... o..o...47
Washington.,...........6
West Virginia ....... o....
Wisconsin ... o.... o...... 13
Wyoming ............... 0
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Appendix 4. Negotiations, by State,
Nov. 1, 1967 to Dec. 31, 1970

Total 4

Alabama ................ 1
Arizona ................ 1
California ............. *93
Connecticut ............. 2
Delaware ............... 2
District of Columbia. 0001
Florida ................. 2
Indiana................ 2
Kansas................ 2
Kentucky ............... 2
Maryland ............... 2
Massachusetts .......... 1
Michigan ............... I
Minnesota .............. 1
Missiissippi ............. 4

Missouri............
Montana..........1
Nebraska.........1
New York.........
North Carolina.........2
Oklahomia.............. 2
Pennsylvania.... .. oo....1
Phode Island,............1
South Carolina. .. .. .. o... 1
South Dakota .......... ~o.1
Tennessee ..........
Texas,.... o......... o..2
Utah,. ...... o.....o..... 1
West Virginia.. ...... 1
Wisconsin,. ..........
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Question 3a: What Percentage of OFF enrollees reside in rural areas
(give breakdown by region) ?

Respanme: Of the 4.0 million FAP/OFP families, some 2.8 million
are expected to be defined "available" for employment and manpower
services. The following represents the distribution of the "avail able"
population by geographic region and probable urban-rural break as
reflected by those residing in or out of a Standard Metropolitan
Statistical Area (SMSA).

THlE OFP POPULATION BY REGION AND URBAN/RURAL DISTRIBUTION

Urban (in In SMVSA Rural (in Outside SMSA
Region TotalI Percent thousands) (percent) thousands) (percent)

Northeast-------------- 498.4 17.8 402.2 80.7 96.2 19.3
Northcentral------------ 579.6 20.7 278.2 480.0 403.4 52.0
South----------------- 1,316.0 47. 1 436.9 33.2 879.1 66.8
West-----..------------406.0 14.5 252.1 62.1 153.9 37.1

U.S. total--------- 2,800.0 100.0 1,369.4 48.9 1,430.6 51.1

Question: 3(b) What manpower program do you presently have in
those areas (,name specific program, sie of investment, administrative
agency, show present as well as cumulative figures) ?

Response:- People in rural areas are generally at a disadvantage in
seeking occupational training, as well as other manpower services. Not
merely the scattered population but also the inadequacy of training
facilities and the lack of local employment demand have hampered th~e
development of Federally assisted training and work-experience pro-
grams in rural areas, particularly those not close to cities.

Altogether, 250,000 people in rural counties were enrolled during
fiscal 1970 in training and work-experience programs administered by
the Department of Labor, representing about one-fourth of total en-
rollments throughout the country. (See the attached chart).. This pro-
portion was in line with the areas' share of the total population, but
much below their share of the poverty population.

It has been estimated that as many as three million poor rural resi-
dents may be in need of training and other services to upgrade their
skills and increase their employability. However, manpower programs
served only about eight percent of this number in 1970, compared with
over 10 percent of the much larger number of urban residents in need
of such help.

The goal of the Department of Labor and the affiliated State em-
ployment service agencies is to bring to rural residents the same array
of manpower services that is available in urban centers. Because of dis-
persion Of Population, costs of serving rural areas are likely to be
greater than for urban areas. Several innovative programs have been
launched in the search for the most effective and economical methods
of delivering manpower services to rural areas:

Operation Hitchhike is designed to improve manpower services in
remote rural areas by developing agreements for certain manpower
services to be provided by agencies, such as the Cooperative Extension
Service, which already have established office in these communities.
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While the ES will provide intensive employability development serv-
ices, cooperating agencies will provide direct services to the job ready.

At a total cost of approximately $1,300,000 ten hitchhike projects
will be operational in 10 different States. One began operation in FY
1971 (Michigan) and the others (Virginia, Kentuicky, North Dakota,
Iowa, New Mexico, New York, Washington, Idaho, and Oregon) will
be phased in during FY 1972. Area Concev t Ewpansion (ACE) in-
volves realignment and reorganization of State employment service
offices in rural localities. Sets of carefully placed outlying satellite
offices are linked by telecommunications with a central office at the
economic hub of a widespread rural area, thus providing geographical-
ly expanded opportunities to applicants and employers.. Another ad-
vantage is that specialists from the central office can provide manpower
services not previously available in any of the local offices.

Twelve ACE projects were funded in FY 1971: Idaho, South Da-
kota, Vermont, West Virginia, Oklahoma, Missouri, New Jersey, Ne-
vada, Oregon, Wisconsin, Maine, and Georgia. The approximate cost
was $670,000.

Another experimental effort is tb. COMO (flomprehensive Model)
project for a rural area, one of several models being tested to deter-
mine the most feasible methods of meeting manpower needs. As an
experimental operation, it encompasses a five(5) county area of North
Central Washington State. It is estimated that 141,000 rural residents
will be served.

Smaller CommunitiesProgram. Mobile teams of State employment
service specialists able to provide the full range of manpower and sup-
portive services that would be available in a full-functioning local of-
fce travel to rural communities. Featuring close cooperation with local

leaders, the team helps them to analyze area employment problems,
prepare manpower reports, and to initiate projects of community as-
sistance, including various training and employment programs. Inter-
viewing~ counseling, testing, and job development services are provided
to individuals.

During FY 1971, Smaller Communities Program mobile teams oper-
ated in 19 States: Alabama, Alaska, Arkansas, Iowa, Kentucky,
Maine, Michigan, Minnesota, Miss'issippi, New Mexico, New York,
North Carolina, Oklahoma, Oregon, Texas, Vermont, Virginia, West
Virginia, and Wisconsin. Approximate cost of this operation for FY
1971 was $1,575,000.

Concerted Services in Training and Education (CSTE) A broader
approach to coordination of manpower, educational, and economic de-
velopment activities is the aim of the CSTE. Projects are sponsored
jointly by the Departments of Labor, Agriculture, and Health, Edu-
cation, and Welfare. In each area a local coordinator works with comn-
munity leaders and citizens groups, as well as representatives of Fed-
eral, State, and local government agencies, to identify needs and to
plan for suitable ways (including finding funding sources) for pro-
viding training, remedial education, and -other services to disadvant-
aged workers and developing more employment opportunities.

At the end of FY 1971, there were 17 demonstration areas in 14 dif-
ferent States%. Arkansas (two areas), Minnesota, New Mexico (two
areas), Oklahoma (two areas), West Virginia, Kentucky, Illinois,
Montana, Georgia, Maryland, Texas, Nebraska, Maine, and Arizona.
Approximate cost of FY 1971 operation was $235,000.
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Migratnt ED Project. This was a test of methods of providing job
training and other supportive services to about 750 migrant families
both in their home base areas in the lower Rio Grande Valley of Texas
and in areas of employment in nine northern States. A secondary aim
was to assist them to settle out of the migratory stream. State employ-
ment service agencies of ten States participated in the project: Texas,
Idaho, Oregon, Washington, Indiana, Illinois, Ohio, Minnesota, Michi-
gan, and Wisconsin. Approximate costs for FY 1971 were $500,000.

Comprehensive Migrant Manpower Pro~'ram. Under this program
migrants are offered personal assistance in relocation training and
placement in permanent nonagricultural jobs both in home base and
migrant stream areas. The $20.2 million set aside for this purpose will
permit establishment of projects in California, Colorado, Utah, Texas,
Florida, Indiana, Wisconsin, Michigan, Ohio and probably other
States later in FY 1972. It is estimated that 5,800 will be served. In
some of these States, the projects will be operated by State employ-
ment service agencies. In other States, the projects will be subcon-
tracted to community action groups.

Other Pro grarnm. Except for the Smaller Communities Program,
programs described above have initiated in the last year or two
and are exclusively rural. In addition, most of the other training and
work experience programs administered by the Department of Lbor
are represented in rural areas.

The Work Incentive Pro gram serves 901 counties, of which 489 or
154.3% are rural and 412 or 45.7% are urban. Only New York has no
WIN program in rural counties. However, since urban population has
a density much greater than rural, this does not mean the program is
serving more ruralpeople. In fact, the majority of enrollees are urban
residents. All WIN programs are administered by the State Employ-
ment Service. There are no figures available to indicate amounts of
money invested in rural versus urban enrollees. In FY 1970,20 percent
of the enrollees or 18,500 were in rural areas.

Of 82 Concentrated Employment Programs. delivering services to
target areas, 13 are rural. There are three projects sponsored by the
Employment Service, eight by Community Action Agencies, one by

a private nonprofit organization, and on by a State vocational edu-
cation agency.

Where CAA's are the prime sponsor they have final responsibility
for the project, although the State Employment Services, through the,
local employment offices, are the suppliers of all manpower services
for CEP. These manpower services are outreach, orientation, assess-
ient and counseling, coaching, referral to employability development

services, including training, referral to supportive services, job devel-
opmnent, placement and intensive follow-up.

If the negotiations between prime sponsor and the State employment
service suggest the possibility that another organization cain better or
more easl y perform outreach coaching, orientation,, or intensive
follow-up, such activities may be handled through ; ubcontract with
other agencies as a approved by the Regional Manpower Administrator.
The EK has 1vrl responsibility for coordination and monitoring all
manpower services subcontracted.

Rural CEPs are located in Mississippi, South Carolina, North Caro-
lina, Tennessee, Kentucky, Michigai Wisconsin, Minnesota, Arkansas,
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New Mexico, Missouri Montana and Arizona. For these areas planned
program year 1971 funding is $23,705,794 and enrollment is 15,097.

The Public Service Careers (PSC) Program, through five plans
(A-.E), provides on-the-job training and supportive services to en-
able disadvantaged persons to obtain placement and training in entry
jobs and for upgrading, within merit principles in public service
agencies. It is estimated for Plan A, administered by State, county
and local governments, that 11 out of 70 projects are in rural areas and
are presently serving approximately 500 persons for $3.4 million; for
Plan B, administered by Federal agencies receiving grants-in-aid, 48
out of 200 pro jects are in rural areas serving approximately 600 peo-
ple at $1.7 *million; for Plan C, usually. administered by CAAs, 10 out
of 98 projects are in rural areas serving 800 people at a cost of $2
million. No break-outs are available for Plaris D and E.

Operation Mainstream is another program which is almost en-
tirely rural. Its objective is to give unemployed workers meaningful
work experience in projects that will, for example, enhance the beauty
of rural areas, help to expand recreational and other community
facilities, rehabilitate housing, and improve care for the elderly. The
enrollees are typically displaced farm workers or other older rural
workers who lack formal training and nonfarm work experience, have
little education, and are in effect 'boxed in" in their rural areas. Work
in the projects is often combined with basic education and counseling
service. During fiscal 1970, some 8,400 adults in rural areas were newly
enrolled in this program. Projects are sponsored by such organization
as the National Farmer~s' Union, the National Council of Senior Citi-
zens, the National Retired Teachers Association and the National
Council on the Againga.

The Department of Labor Manpower Administration contracts
with a public agency or nonprofit organization to operate projects in
a specified area. At the present time about 80%y of the 300 GM proj-
ects and 21,600 enrollees are based in rural areas.

Federal obligations (based on 80% rural) in the past were:
Fiscal year: rn millions

1970--------------------------------------------------------- $40.8
1969 --------------------------------------------------------- 32.8
1968 --------------------------------------------------------- 17.9

The Federal obligation in rural areas for fiscal 1971 is estimated to
be $41.3 million.

The Neighborhood Youth Corps operates through sponsor contrac-
tors. Sponsors may be public agencies or private nonprofit organiza-
tions, including Community Action Agencies.

The Neighborhood Youth Corps (N YC) has three major programs:
a program for high school dropouts from poor families, ages

16 through 21;
a program for high school students f romn poor families who need

to earn money in order to continue or resume their education;
a. program for high school students from poor families during

their summer vacation periods;
NYC programs provide work experience, skill training, remedial -3du-
cation and supportive services to enrollees. The mix of these compo-
nents and services will vary with the project, the type of component
and the needs of individual enrollees. In all cases the objective of the
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program is to assist the poor youth to obtain a higher degree of educa-
tion and employability than he would receive without NYC assistance.

During the fiscal year 1970, NYC programs offered poor youths
492,000 training opportunities; 349,600 being in the summer program.
Of all, training opportunities, it is estimated about 40% were in rural
areas. During the 8 years 1963-70, NYC projects enrolled 2,888,400
poor youths; 1,725,000 of which were in the summer program. Federal
obligations during the 8 year period totaled $1,650,522,000. Present
investment through March 31, 1.97 is: Out-of-school, $38,922,200; In-
School, $45,404,418; Summer, $3,357,915.

Institutional and on-the-job training programs (the JOBS Optional
Program has since encompassed the MDTA OJT component) con-
ducted- under the MDTA enrolled about 42,000 unemployed and under-
employed persons in rural areas in 1970, about a fifth of the total
number of first-time enrollments that year. Their training. has covered
a variety of occupations, oriented mostly toward nonagricultural in-
dustries. Relatively few have been trained for skilled jobs in raecha-
nized farming operations. The possibilities in this latter area need to be
explored fully, however, to aid in the readjustment of workers likely
to be -displaced by mechanization in the next few years, especially. in
f ruit, vegetable, and tobacco activities. It is important that such train-
i ng emphasize transferable skills so that workers can be prepared for
both farm and nonfarm employment and that basic education be in-
elude~d along with skill training to help offset farmworkers' present
educational handicaps.

Of special benefit to the unemployed and underemployed in rural
areas is that provision of the act which authorizes training projects
linked to economic development efforts in areas of chronic labor sur-
plus'- This'small program is operated in places designated by the
Department of Commerce as redevelopment areas under the Public
Works and Economic Development Act, which are for the most part
rural counties. During fiscal 1970, training opoprtunities in this pro-
gram numbered about 14,000 irn 45 States. This figure included 1,700
training opportunities for Indians on reservations in Arizona and, to
a lesser extent, in Idaho, Colorado North and South Datkota, Utah,
Montana, Wisconsin, Wyoming, and Oregon.

In FY 1971, 4,806 training opportunities were funded in redevelop-
mnent areas for $12,335,470 in 33 States.

The Job Opportunities in the Business Sector (JOBS) program,
administered by the Department of Labor and the National Alliance
of Businessmen, and the JOBS Optional Program, administered by
State one-the-job training agencies (usually the Employment Service)
have a proportion of their contracts and job opportunities in rural
areas and serving rural residents, especially the Jobs Optional Pro-
gram. However, there are no figures available on an urban rural
breakout.

The Job Corps administered by the Department of Labor provides
basic education and job training to poor, out-of-school, youths between
16 and 21. For FY 1971, there were 32 civilian conservation centers
including two in Puerto Rico. Collectively, they received a total of
14,516'new arrivals and generated 5,713 mani-years of enrollees tr'in-
ing. Funding for these 32 centers including capital center operation
and program direction was about $39 million.
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While the percentage of rural youth in the total Job Corps program
is approximately 15 percent, the percentage in the 32 civilian con-
servation center is approximately 20 percent. This means that of the
50,000 new arrivals to Job Corps in FY 1971, approximately 7,500
were rural youth of which nearly 3,000 went to civilian conservation
centers.

The Departments of Labor and Health, Education and Welfare
administer the following national contracts involving rural areas:

(1) Green Thumb, Inc., a nonprofit corporation sponsored by the
National Farmers Union for the sole purpose of contracting and
administering programs for the benefit of the rural poor. (This con-
tract is not included in Mainstream above.) Green Thumb develops
subcontracts to train and employ older disadvantaged workers and
older workers in and from rural areas. Efforts are being made to de-
velop on-the-job training for those who are particularly disadvantaged
by virtue of their age, lack of skills and isolation caused by living in
rural areas where there is little or no industry. Priority is being given
heads of households.

The contract was funded for $199,970 to provide 290 training op-

p ortunities in the following States: Arkansas, Indiana, Kentucky,
Minnesota, New Jersey, New York, Oklahoma, Pennsylvania, Utah,

Virginia and Wisconsin.
(2) The AFL-CIO Appalachian Council to develop subcontracts in

11 Appalachian States with employers to provide employment and
training in numerous types of occupations for 2,300 trainees. The
contract is for $2,450,000 and involves the States of Alabama, Georgia,
Kentucky, Maryland, North Carolina, Ohio, Pennsylvania, South
Carolina, Tennessee, Virginia and West Virginia.

(3) The Cooperative League of the USA to provide opportunities
for development of 220 job trainees and to upgrade trainees. The con-
tract is for $279,416 and involves rural areas in Colorado, Iowa, Mis-
souri, Nebraska, New Mexico, Oklahoma, South Dakota, Texas and
Wisconsin.

One component of the national office, the Rural Manpower Service,
directs a nationwide program of services to workers and employers in
rural areas, particularly those in agriculture and the woods industries.
These services include placement in farm jobs, assistance to migrant
workers in locating seasonal jobs through an interstate clearance sys-
tem, and special recruitment activities such as day-haul operations'to
utilize local labor. During peak periods, high school and college stu-
dents are recruited for farm work. Estimated actual FY 1971 agri-
cultural placements were 3,350,000. The Rural Manpower. Service ad-
ministers for the Secretary of Labor regulations governing agricul-
tural and woods industry interstate recruitment. The regulations cover
standards for housing and wages, the use of temporary foreign agri-
cultural and woods workers, and the certification of need f'or the c-
ployment of foreign workers in rural areas under the Immigration and
Nationality Act.

According to 1971 Plans of Service submitted by State agencies,
nearly 16 percent of all staff is providing services to rural areas. This
represented approximately 6,700 of the total 38,000 grants positions,
2,000 of these are farm labor positions.
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As to the request for cumulative figures, the attached table showing
urbani-rural enrollees for FY 1970 are the earliest estimates available.
For your information, we have also attached a table from the 1971
Manpower Report of the Pre8ident showing total Enrollment 0Opp or-tunities, First-Time Enrollments, and Federal Obligations for Work
and Training Progyrams Administered by the Department of Labor for
Fiscal Years' 1963-1970.
ENROLLEES IN TRAINING AND WORK EXPERIENCE PROGRAMS ADMINISTERED BY DEPARTMENT OF LABOR, BY

URBAN AND RURAL AREAS, FISCAL YEAR 19701

[Number in thousands]

Urban areas Rural areas

Percent of Percent of
Total Number total Number total

Total ------------------------------- 1,031.4 799.9 76 251.5 24

Manpower Development and Training Act:
institutional training ---------------------- 130.0 105.3 81 24.7 19
On-the-job training ----------------------- 91.0 73.7 81 17.3 19

Neighborhood Youth Corps:
In school ------------------------------- 74.4 43.2 58 31.2 42
Out of school---------------------------- 46.2 31.9 69 14.3 31
Summer------------------------------- 361.5 245.8 68 115.7 32

Operation Mainstream ------------------------ 12.5 4.1 33 8.4 67
Public Service Careers (New Careers)-------------- 3.6 3.2 89 .4 11
Concentrated employment program---------------- 110.1 98.0 89 12.1 11
JOBS (federally financed)---------------------- 86.8 86.8 100 ----------------
Work incentive program ----------------------- 92. 7 74.2 80 18.5 5- -- 20
Job Corps ------------------------ --------- 42.6 33.7 79 8.9 21

1 Preliminary.
Source: From 1971 Manpower Report of the President, page 130.



ENROLLMENT OPPORTUNITIES. IST TIME ENROLLMENTS, AND FEDERAL OBLIGATIONS FOR WORK~ AND TRAINING PROGRAMS ADMINISTERED BY THE DEPARTMENT OF LABOR, BY PROGRAM,
FISCAL YEARS 1963-7B

[Thousnds]

Fiscal year-

Program Total 1970 1969 196d 1967 1966 1965 1964 1963

ENROLLMENT OPPORTUNITIES
Total--------------------------- -----------.... ------- 5018.7 971.7 910.7 823.8 808.4 808.8 513. 2 125.8 59.2

Manpower Development and Training Act----------- --------...--------- 1,598.6 201.4 198.5 229.9 270.9 281.1 231.8 125.8 59.2

I nstitutional training ------------- -----------------------------.. 981. F 121.8 110.9 123.6 126.0 163.0 167.1 112.5 56.9
On-the-job training.---------------------------------............ 583.4 63.9 77.3 98.8 144.5 118.1 64.7 13.3 2.3
Part-time and other training-------------...------------------------- 33.4 15.7 9.8 7.5 .4 ---- __.... ---------

Neighborhood Youth Corps-------------------- --------- --------- 2,888.4 492. 1 539.7 537.7 512.8 527.7 278.4 ............

In school ... --------------------------- --------- -------------- 762.7
Oat of school ----------------- ----------- _-------------------- 397.7
Summer --------------------..........................------ '11,725.0
Work training in industry ----------------------------------- ........ 3.0

Operation Mainstream ------------.-........... --------------------- _ 50.2
Public Service Careers'I------_------------_-------------------------- 46.6
Special Impact--- ..------------------ --------------------.....------- 6.5
Concentrated employment program 4 ------------- -------------
JOBS (federally financed)------------------- ---------- ------------ ... 161.8
Work incentive prngram.------------------------------------------- 244.9
Job Corps------------------------------------------ ................ 21.7

97.1 100.6 135.0 139.0 188.8 102.2 ...- --- -----
45.4 50.0 62.7 79.3 98.6 61.7..................---

t349.6 ' 387.2 1339.1 294.3 240.3 114.5..................---
------ 1.9 .9 .2---_----__-----__.........................

17.8 13.5 10.9 8.0 -- - - - - - - - - - - - - - - - - - - - -33.6 5.9 2.7 4.4 --- -- -..............................
----- 313 1.2 4.0..--...-..----.--. ---------.............

S~st ----------- ----3. 8.- ------------------- ---------------
16.0 99.0 91.9... ........................................- _
1 .7 9 0 9 9 - - - - - - - - _ - - - - . . . . . . . . - - -

1ST TIME ENROLLMENTS
Total ------------------------------------------------------- 4,731.4 1,051.4 1,000.7 780.8 833.3 658.7 294.8

Manpower Development and Training Act................... ............. 1,451.4 221.0 220.0 241.0 265.0 235.8 156.91 17.6 34.1

Institutional training.............................................. 978.4 130.0 135.0
On-the-job training...........................................------ 473.0 91.0 85.0
Part-time and other training......................................... (1 (1) (1

140.0 150.0 177.5 47 3 68.6 32.0
101.0 115.0 58.3 '-; 6 9.0 2.1
(1) . . . . . . . . . . . ..-- _ -- ------ - ----- _ ---

77.6 34.1



Neighborhood Youth Corps......................................
In school.. ...........................................
Out of school.............................................
Summer ................................. ..............
Worts training In Industry....................................

Operation Mainstream .............................. :...... .'Public Service Careers I ...... ............... 1.......... .
Special Impact.. ..............................................
Cosicentrated employment program .................................
JOBS (federally financed) .......................................
Warts Incentive program...................... .................
Job Corpsa............. . ...................................

Total_.,
FEDERAL OBLIGATIONS

Manpower Development and Training Act....
Institutional training,
On-the-job training..
Part-time and other training.

Neighborhood Youth Corps.,.
In school.

Watts training In Industry..

Operation Mainstream.Public soraice Careers .
Special imac
Ononenlrad amloyment Program,
JOBS (federally inariced).
Wq ksIncentive program.
JoV Corps._

2,570.6 482.1 504.1 467.3 556.3 422.9 137.9 .................

74.4 94. 118.3 11. 308 5.6 ............
11332. 361.5 345.3 255.2 s: 9, 95.2 47:. .... .....

47.4 12.5 11.3 12.6 11.0.............. ....................
12.7 . 3.6 . 43 1.0 .. ........ ....... _......... .... ....

110.1 127.0 53.0 ............................ ...........

$$.,2211,11711 $1,360.,113 $t,029. 730 $802,173 $795,950 S628,407 $414, 247 1142,111I $56,070
2,0,47' 315,903'1 M.,16 26411 298,47 339,649 286,505 142,111 56,070

1,60,473 248 083 2.7 M 815 21.4? 281 71Q 2?4:t141 135,525 0,1

4ti~) 7 8 , 6~ '0263 27 1, 742 M

30, I 6 64 34;17133 12r14
158 '14,91 t12 a 7 

31 g

II,-I 20 4W

IS: 6 9 J 0, 7. 54

#~i I.'f tO11 $I2,42

Incldes nrolmen opprtaitia s ae villaile bt MTMsupplemental funds; these wae I Those are new enrolless Their number pen fsrt year is slarally la1rse than the tramato64,500 in fiscal IM7, 36,29 In fiscal IN68, and 41,19 In fisa I enrollment splroruliis (slots) programmed, as a 06o may be used by moretas Inii ul rng
rladlesthe NewCamrsapr rain. the year because of itover or shostlarim treanag, If opienings are unfilled,henm roflttm4atimated. This program waslirensfenred to the OffIce of Economic Opportunity effective July 1. ennollntereo may be smaller than the number ot enrollment opportunities.1969 1 lncladed In data (fo insitutional training.

I Enrollment opportunities (slots) are not rnanitrgfalfor CEP because the CIP approach ualiztiz I ncluded In dota for the out .school component at NYC,
Cvaietylof program component orientation, basin education, worts eirn n da other types of 'DtIr o vial o t -moet yo ofsa 87

lob turning. An Individual may he eonrolled In I or In several compononta. 'lncaes Abirain made a p oe yMi Aupeent a ,0 ofx l fun1
fisa 1 11 .1448,0 In fiscal 16, end 52.111111,0 In fiscal 100,d; oswre86SUSOi
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Question: 3(o) What local deliv67Vy 8yatem do you have to imple-
ment rural progranm4 (What about community action agefloie8) ?

Reeponse:
The answer to this question can be divided into two parts: (1) the

rural delivery system currently used for manpower services, and (2)
the delivery system planned for OPP services. (1) B3eginning in the
late 1960s, when there were approximately 640 Employment Service
offices in rural counties, the Manpower Administration has introduced
at n umber' of new elements int o rural employment service efforts,
and has augirente1 this system with contractors who have expertise
and p)iograifl capacity in specific, gegrpic areati, as described
above: Operation Hitchhike-, ACE, Smlaller Communtnities Program,
CSTE, andl thle Comiprehiensive Mligrant Manpower P~rogramn. Also
added were the various inanpower training and work 'experience
l)IOgrluH.

The J)OI has4 exl)aided considerably the use of contractors for
(lelivery of rural Hervices. InI most cases, service agents have been
spini-Olf& of fOE0 and fou ndation funded projects, which have local
expertise findl understand injg of manpower development. For examn-
pie, the migrant seottling-out program will be operated by migrant
organizations in the States involved. Miral community action groups3
were gathered into at ('olmortiultin to operaIte some rulral ('El's ; manly
rural Neighborhood Youth Corps programs are run by community
fiction programs.c Operation MlainIstreaml hals (elt with local groups,
and such organizations ats the National Farmers Union, in establish-
ing social sey-vice, conservation, andl( beautification projects. The Man-
p)ower' Admin istrattion hafs lea i'ied to look to the relpreseuitative, comi-
munity-oi'ientedl institutions to find the most appropriate service
agent for each area, particularly when new and broader manpower
app~roachecs are being tried.

(2) For OPP, local delivery of service will be arranged through
Federal area offices, aind operated by at variety of local institutions
such as community action, school system, local industry, and citizen
groups ats well as the Employment Service. Regional development
commissions such ats the Appialachian Regional Commission night
play a rolo in coordinating services andl( in job creation activity, as
well ats finding sources of supportive assistance for OFP families.
Ti'aiiiing, jobs and public ser-vice employment canl be found in coni-
servation, beautification, social service, repair and conlstrilction of
housing and public facilities, and recreation. Groups representing
special prograims inI these areas can be used for delivery of training,
a11d for lplacellifl~t. Speci ti( local groups, Suchl as cooperattives, tribal
counceils, etlfimic group orgamuizatiol 10115 11111ohrces, canl lbe sources ofP
manpower' and supportive services.

For supportive services, the Department will be coordinating withll
1)/HE4 W and other agencies in the use of existing facilities. When not
available DOL will utilize at variety of delivery systems and agents.
Transportation is one of the more difficult, problems in rural areas.
Some of the methods to be considered will be local transportation co-
operatives (for car pool and repair, and bus systems), low interest loans
for enrollees to repair or purchase personal transport, direct funding
for regular pickup systems linking people with training and jobs, nego-
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tiation with employers to set up small bus pools, off-time or coordinated
use of publicly-owned buses.

Que.9tion:- 3(d) What 8tep8 are you taking to correct the problems
detailed in the petition recently flled with, the Secre tary of L abor on
behalf of mi grant worker8 and their organizations, and in the National
Urban Coalition-Lawyers' Commit tee'pmtbiication "Falling Down on
the Job"?

Response:
A complaint was fled before the Secretary of Labor on behalf of 16

organizations and 398 specifically nmned farm workers charging that
the State Farm Labor "Services are guilty of discriminatory actions.

Somec 17 State agencies are specifically named in the complaint and
attached exhibits. They ftre: New York, New Jersey, Florida, Georgia,
Mississippi Illinois, Indiania, Michigan, Minnesota, Texas, Colorado,
Moitana, dalifornia, Idaho, Oregon, Washington and Puerto Rico.
The petition accuses the Rural Manpower Service of exploiting mi-
grant farm workers through discriminatory acts in violation of the
Wagner-Peyser Act and Title VI of the Civil Rights Act. The Depart-
ment regards these allegations of discriminatory* practice as very seri-
oums andlias instituted a thorough investigation into the specific charges
in order to determine that all pertinent laws, regulations and policies
are being followed and to assure that our current practices are operat-
ing in the best interests of farm workers. This reviewv is being carried
out by the Manpower Administration's Special Reviewv Staff.-

As to the National Urban Coal ition -Lawyers' Committee publica-
tion "Falling Down on the Job; the United States Employment Service
and the Disa~dvantaged" the thrust of the report is that EbS farm serv-
ice offices have worked as agents of growers rather than to provide
services to rural residents an4 migrants.

Before and during the 1950s, the Farm Labor Service was advised
various grower groups and was a separate entity on both the uia-

tional and State levels. This is no Iongrcr the case and has not been
since the early 1960s. Only one State, California, administers its farm
labor offices as a separate entity. In all other States, the Farm Labor
Service, or Rural Man power Service (RMS) as it is now called in
most States, is fully integrated into and administered as a part of the
total ES operation.'

In presenting its charge that the RMS is dominated by the growers,
the report omits several counterbalancng factors. They do not mention
the foreign labor program which, at one time, permitted close to 500,-
000 foreign workers to enter the United States. Because of this pro-
gram, many American workers were either displaced from their jobs
or they suiered from depressed wages and working conditions. The
grower groups supported the foreign labor program and worked vigor-
ously for its continuation. In 1965, the Department of Labor reduced
admissions of foreign workers to less than 14,000 and admitted these
only to supplement domestic workers in emergency crop situations. In
CY 1970, 17,500 were admitted.

All local offices provide services to farm workers who register with
them. According to the 1972 Plans of Service submitted by the State
agencies, more than 16 percent of all staff will be providing services to
rural areas.
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In 1969 there was public recognition that rural areas have not been
adequately served, not only by manpower programs, but also in hous-
ing, health education and transportation, etc. Part of the problem is
one of visibility. The major problem is one of geographic d ispersion.
It is extremely difficult an much more costly to provide services in
rural areas which are comparable to those in urban areas. The Depart-
mernt is experimenting with some innovative approaches such as
those mentioned above, which we believe will be helpful means of over-
coming the difficulties inherent in serving rural areas.

The'Lwyers, Report says that because many rural manpower proj -
ects were run as "Experiment and Development" projects serious ques-
tions are raised about the "commitment to permanent reform." We
would like to point out that these E&D projects are attempts to devise
effective delivery systems. It would be a waste of taxpayers' money to
simply transport programs designed for an urban population to a
rural area. M~ew systems suited to the needs of rural residents have to
be developed. The Manpower Administration is doing more than just

giving lip-service to this proposition. The Rural Manpower Service is
directed to develop suitable rural manpower programs. Those which
are successful will be expanded and will be placed in operation
throughout the country.

In serving migrants, as mentioned above, a $20.2 million Compre-
hensive Migrant Manpower Program is being implemented. The for-
mat for this program was developed partly from lessons learned in an
experimentar1and demonstration project beginning in 1969. The proj-
ect, conducted by State employment security agencies in Texas and
niine labor-demand States, tested methods of providing in-stream sup-
portive services and settle-out assistance to aL sample of 750 migrant
families based in the Lower Rio Grande Valloy of Texas.

The report also states the Farm Labor Contractor R.egistration Act
"has not been en forced despite constant, flagrant violati ons" and that
only five persons are assigned to enforce it, with none in California.

the Act is generally difficult, if not impossible to enforce. There has
been appropriated funds to finance a compliance staff of only five
members. more investigators are needed (but not in California, where
the migrant labor force operates within the State, and the crew leaders
or labor contractors therefore, are not subject to coverage under the

ARe penalty for violating the Act is a fine (maximum fine is $500.00)

and it is less than the cost of the insurance which compliance with the
Act requires. Consequently, there are violations. The greatest problem
in gathering evidence and bringing case to hearing is that the witness
ang the contractors are highly mobile people. It is rare that the where-
abouts of the witnesses are known at the time of the hearing. In fact,
frequently, by the time the investigator arrives on the scene of an
alleged violation, the parties to the violation have left for other work.

The Department recognizes that the Act is deficient in several ways
and is considering some possible alternatives, including seeking
amendment of the Act.

The report also criticizes EMS enforcement of the Federal Housing
Standards that have been imposed on growers whose workers are in-
volved in interstate travel. These reguations were issued under the
Wagner-Peyser Act after the 1969 court decision in Gomez vs. Floiida
State Employment Service, which held that the DOL was responsible
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for insuring adequate housing for workers recruited through the in-
terstate system.

Regulations concerning housing for agricultural workers were first
published by the Department of Labor in July 1967. These regulations
were revised in October of 1968 and they stand in this form at the
present time. (20 CFR 620).

On April 2, 1968 South Florida Migrant Legal Services, Inc., en-
tered a suit against the Florida State Eimployment Service and others
in behalf of Pete Gomez, at crew leader, and 28 migrant farm laborers.
Tfhe suit alleged flhat, Gomez and his crew were recruited through in-
terstate clearance and housed in housing that did not meet State and
Federal regulations. The suit has been dismissed with parties agree-
ing to work to ensure enforcement of the above housing regulations.

With respect to enforcement of regulations governing housing of
agricultural wvoricers, the Employment Service is enabled to ref use job
orders for out-of-State workers if housing is not up to Federal stand-
airds. It can refuse job orders for intrastate workers if housing is not
up to State standards. Many States have no housing regulations for
migrant workers and a, number of others have minimal housing regula-
tions. This obviously, is beyond the scope of the ES.

The rep ort also cites the case of Garcia vs. Michigan MA'SC. This
case has beeni dismissed based upon an agreement by MESC that it
will conform with thle requirements of the court when clearing orders
for the interstate r'ecruitmnent of agriculture and related workers, i.e.,
process only such orders where housing to be provided complies with
pro visions of 20 CFR Sec. 620 et seq., 29 U.S.C. Sec. 49 and 20 CFR
Sec. 604(j). _____

Question 4a: hat kinds of/jobs9 are presently available in the p4t
vate sector for OrfFr enrollees? (specify categories). With what salary
levels? Provide documentation s ownq employability cha?'oeterimc
of those required to participate in OPPl1 'v. openings in the private
labor market.

Respome :
There is no national system of job vacancies in the United States.

Therefore, it is not possible to provide a direct answer to the question.
In administering training programs, a variety of tools are used to
estimate whether sufficient job openings would be available to warrant
training in a particular occupation. These are applied at the local level
and include:

Area Skill Surveys.
bnuy-o ato matrix p)rocedur~es for estimating devel-

Specific training needs surveys developed under the MDTA
program.

"Annual Reports on State and Area Occupational Requirements
for Vocational Education" prepared on a voluntary basis to assist
in the development of curricula, in the Vocational Education
system.

Presently, job vacancy statistics are limited to manufacturing estab-
lishmnents, but will be expanded soon to include nonmanufacturing.
While statistics on current job openings are not available, the Bureau
of Labor Statistics does make estimates of average annual job open-
ings in particular occupations, and estimates that there will be 2.4

65-745 0 - 71 - pt. I - 38
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million new openings each year between now and 1980, in clerical,
sales, service and operative occuptions. Also, between 47 and 5S7 per-
cent of unfilled Employment Service job openings; are in clerical,
sales, and service occupations. Another 31 percent are in industrial
trades and processing activities. These jobs are already on file with
the Public Employment Service.

The Bureau of Labor Statistics does have estimates of annual job
openings by occupation, and the table below contains some relpresenta-
tive jobs in Which Oppor'tunlities fo' Famnlies r'eipients Might~ be
placed in or trained for. Also, earnings and "typical' preparation re-
quirements are estimated for each job opening category.

TABLE 1.-AVERAGE ANNUAL OPENINGS, EARNINGS, AND EDUCATIONAL REQUIREMENTS AND TRAINING TIME
FOR SELECTED OCCUPATIONS IN THE PRIVATE SECTOR FOR OFF ENROLLEES

AverageUsdedctoa
annualUsaedcto l

Occupational group Employment opnnarequirements and
and occupation 19701 19T68-802l E a rn In gs 19 70 1 tra dining time

Clerical:
Bank clerk............

Bank teller............
Bookkeeping worker ...
Cashier ..............
Dental assistint.-----
Electronic computer

operating personnel 3.

Library technician ....
Office machine operator....Receptionist...........
Shippng and receiving

Stenographer and secretary-
Telephone operator...
Typist ...............

Sales: Retail trade .........
Craftsmen:

Building trades:
Bricklayers ....

Carpenters ....

Electricians (con.
struction).

Floor covering In-
stallers.

Operating engineers...

Painters and paper-
hangers

Plumbers and pipe-
fitters.

Roofers...........

Sheet metal workers...-

Mechanics and repairmen:
Air conditioning, re-

frigeration, and
heating mechanics.

App lance servicemen-
Automobile body re-

pairmen.
Automobile mechanics.
Business machine

servicemen.
Industrial machinery

repairmen.
Instrument repairmen.

Maintenance electri-
cians.

Television and radio
service technicians.

Truck mechanics, bus
mechanics.

Other crafts occupations:
Stationary engineers.

500,000
150, 00

1,250,000
850, 000
91,000

200,000

76,000
365, 000
300, 000
380, 000

2,800,000
400, 000
700, 000

2,500,000

175, 000

830,000

190,000

40,000

310, 000

385,000

350,000

60,000

60,000

100,000

220, 000
100,000

600,000
181,000

180, 000

95, 000

250,000

130,000

100,000

200, 000

29, 500

20, 000
78,000
69, 000
9,000

20,400

9,000
25,' 000
30,0
12,0

237, 000
28,000
63,000

150,000

8,400

39,300

10,500

1,700

14,800

18,200

$70 per week...High school, several days or
weeks.

$ 100 per week .... Do.
$439 per month..- High school, 6 months to 1 year.
S1,60 per hour-...Several days.
751per week ... Ito 2 years, usually on the job.
113 per week ... High school p referred, few

weeks to 6 months training
usually on the Job.

$5,000 per year-..High school, I to 2 years,
$92 per week...Severai days to several weeks.
$90p er week ........ Do.
$3.07 per hour ... Varies widely.

I 461 per month .. High school, 1 yfeartping course
2.16 per hour-..:H igh school preferred
396 per month.. 6 months to 1 year.
1.60 per hour ... Several hours or days.

$8.77 per hour

$8.42 per hour..

$8.82 per hour..

$4.50 per hour..

$4.70 per hour..

$5.95 per hour..

3.yearapgrenticeship recoin-
4-yan .4rniehi eon

4-year a apprenticeship recom-
mende OhN.4

3 4-year a prenticeship recom-
mendedh. 4

3 t -year ap renticeship reco-

3-year apprenticeship recom-
mended. 4

19, 500 $6.93 per hour ... 5-year ap renticeship recoin-

3, 000 $8.17 per hour ... 3-year apprenticeship recomn-

2, 500 $8.75 per hour-...4-yea r apprenticeship recoin-

5, 000 $3.25 per hour ... High school, most learn on-the-
job.

8,600
3,500

20, 000
8,500

7,550

4,600

10,800

3,000

2,900

7,050

$3.00 per hour ... On-the-job.
$5.51 per hour ... On-the-job or 3 to 4 year ap-

prenticeship.
$5.16 per hour ... 3- to 4-year apprenticeship or.4
$110 per week . On-the-lob, high school.

$3.02 per hour.---On-the-job or apprenticeship.

$2.93 per hour.---4-year apprenticeships, high
school, other.'

$3.07 per hour ... 4-year apprenticeship.'

$3.50 per hour ... 2 to 3 years training on-the-job.

$4.01 per hour ... On-the-job or 4-year appren-
$4.1 perhour ticeship.

$4.1 pe hou ..... Many learn on-the-job, 3- to 4-
year app renticeship recom-
mended.
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TABLE 1.-AVERAGE ANNUAL OPENINGS, EARNINGS, AND EDUCATIONAL REQUIREMENTS AND TRAINING TIME
FOR SELECTED OCCUPATIONS IN THE PRIVATE SECTOR FOR OFF ENROLLEES

an nual Usual educational
Occupational group Employment enings requirements and
and occupation 190 i'&80:2 Earnings 1970 I training time

Operatives:
Driving occupations:

Routemen .........

Truckdrivers, local.. -

Truckdrivers, over-
the- road.

Other operative uccu-
pations:

Assemblers ......
Gasoline service at-*~

tendiants,
I nspectc rs (m..pufac.

tuning).
Ma chine tool operators-
Meat cutters....
Power truck operators.
Production painters. ..
Waste water treat-

ment plant
operators.

Welders and oxygen
and arc cutters.

Laborers nonfarm, Construc-
tion laborers and hod
carriers.

Service occupations:
Barbers ..............

Building custodians ...
Cooks and chefs.
Cosmetologist.........

Licensed practical nurses.-
Hsal attendants, nurse

Housekeepers, assistants,
hotels.

Private household workers..
Waiters and waitresses-. .

Farmworkers .............

240, 000

1,200,000
655, 000

3,800 $100 per week..Chauffeur's licenses often
required.$

37, 000 $4.41 per hour ... Chauffeur's license,
21, 600 $200 per week .... Do.

'U5, 000 26,000 $2.15 per hour ... Several hours to several days.6
410, 000 10, 900 $1.80 per hour-...Drivers license.

665, 000

425, 000
190,000
200,000
115, 000
30,000

53b, 000

815, 000

19, 200 $1.95 per hour ... Several hours to several days.

10, 500 $3.33 per hou r-.(..6).4,500 $3.45 per hour . A.. pprenticeship or on the Job.
4,100 $3.27 per hour ... Short term training.$
4,000 $2.05 per hour..
2,500 13,600 per year. ._

23, 000 $3.29 per hour ... Several months to several
years.

29, 000 $5.06 ........... Several hours.

180,000 12,800 $150 per week ... 6 months to 1 year, or I to 2
years apprentice.

1, 100, 000 80, 000 $2,14 per hour ... Several days-shop courses.'
740, 000 48, 00 2.02 per hour ... Several weeks to 2 years.

48,00 38 0 65 per week...6 to 12 months, apprenticeship485,00 3 1 ito 2 years.
370,000 48,000 $110 per week ---- Iyear.
830, 000 100, 000 $80.50 per week..Several days to several months.$

30, 000

1,500,000
1, 000,000
3,110,000

2,400 Not available...Short term.'

121, 000 $90 per hour ... Usually on-the-job.
67, 000 $0.82 per hour ... Several days, on-the-job.
25, 000 Not available...On-the-job.

I Estimated-some minimum, some average.
2 Projected.

I ncludes auxiliary equipment operators, console operators, and key punch operators.
4 Can be learned on the job.
aVaries widely.

6 On-the-job.

More specific ch aracteri stics of persons desired by employers are not
available, and would only be available if the U.S. had a national job
Vacancy program that also collected information on what employer
1'equiremeflts -vere in terms of the age, education, etc. of the persons
they want to fill the jobs.

However, the information that is available establishes clearly that
there are large numbers of private sector jobs for which OFP reci pi-
emits can qualify immediately or be trained for. The new provisions
requiring Federal contractors to list their openings with the ES should
issue the quantity andI quality of private sectors jobs which would be
available to OF recipients after priority is given to Vietnamn era
veterans.

Question 4b.- PlIs-1e provide documentation on the WVIN experience
to date, with, detakWld breakdowns on:- kinds of jobs placed, salary
levels, kinds of training and special services received before
placement.
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Re8ponme:
Average hourly earning of WIN terminates in FY 1971. were ap-

proximately $2.28.
Over half of the employed terminees were in the clerical and sales

and service categories.
The bulk of the remaining employed terininees were scattered in sev-

eral categories. About one-eighthi of the overall total were engaged in
the professional, technical and managerial category with another 9
percent in the miscellaneousu" group (including such activities as
motor' f reight transportation, pacaging and materials handling, etc.).i
Structural work accounted for 7 percent of the employed total while
the machine trades and bench work provided employment for 4 an~d
5 percent, respectively.

Average hourly wages inI major categories ranged from a low of
$1.91 in service work to at high of $2.92 Ii at structural work. (See at-
tachied tables 1 and 2.)
TABLE 1.-AVERAGE HOURLY WAGES OF WIN EMPLOYED TERMINEES, BY MAJOR OCCUPATIONAL CATEGORY,

FISCAL YEARS 19711 AND 1970'

Reports for employed terminees

Fiscal year 1971 Fiscal year 1970
-------------------------- -Average hourly wage

Percent Percent -- -- ---
Major occupational category Number of total Number of total 1971 1970

U.S. total-------------------------.....6,904 100 6,021 100 $2.28 $2.31

1. Professional, technical, managerial-------------82 i4 _1_2 410 7-2.58 2 -i. 5-9
2. Clerical and sales----------------------.....2,043 30 1,362 23 2. 17 2.15
3. Service-----------------------------......1,705 25 1,200 20 1.91 1.94
4. Farming, fishery, forestry-------------------... 106 2 103 2 2.38 1.93
5. Processing----------------------------..... 217 3 301 5 2.48 2.48
6. Machine trades-------------------------.... 311 4 325 5 2.55 2.48
7. Bench work---------------------------..... 364 5 414 7 2.11 2.15
8. Structural work -------------------------.... 504 7 778 13 2.92 2.75
9. Miscellaneous--------------------------.... 632 9 809 13 2.56 2.52
Occupation not reported----------------------... 198 3 319 5 2.30 2.25

1 Based on MA-104 reports received from July 1, 1970, through Mar. 31, 1971.
2 Based on MA-104 reports received from Jan. 1, 1969, through May 31, 1970.

TABLE 2.-AVERAGE HOURLY WAGES OF WIN EMPLOYED TERMINEES BY MAJOR OCCUPATIONAL CATEGORY,
FISCAL 1971 '.1

Number of
reports for Averag
employed hou rly

Major occupational category I term inees wage

U.S. total.. . ... .... .. .. ...... .. ... ... . .. ..

1. Professional, technical managerial . .. .... .... ... ... ... ...
075-Nursing-----------------------------------------------------
079-Medicine and health, n.e.c........................................
092-Primary school and kindergarten education ........................
099-Education, n.ex - --- -- -- -- -- --c- - --- ---- --- --
195-Social and welfare work -- --- ..............

2. Clerical and sales..........................................----------
201-Secretarial work --- - -- -- _ -- ---- ---- ---- --- --
202-Stenography - - --- -- -- ---- ---- ---- --- --- ---
20 3-Tlpng-- -- --- --- -- -- - ---.. .... .. ... ... .

209-Stenography, typing, and related, n.e.c.- -----------------
210-Bookkeeping.........................................----------
211-Cashiering ----- ----- ----- ------ ----- ----- ------ ----- ----- -----
212-Teller service-- --- --- -- ---- --- --- -- ---- --- -
213-Automatic data p rocessing.................................--------
219-Computing and account recording, n.e. .................

6,904

824
30

281
38
39

236
2.043

134
53
63
44

616
52
34
25

132
297

$2.28

2.58
3.65
2.55
2.75
2. 15
2.42
2. 17
2.31
2. 16
2.37
1.93
2.16
2.20
1.96
2.12
2. 17
2. 11
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TABLE 2.-AVERAGE HOURLY WAGES OF WIN EMPLOYED TERMINEES BY MAJOR OCCUPATIONAL CATEGORY,

FISCAL 19711. '-Continued

Number of
reports for Averaje
employed hourlyMajor occupational category'I terminees wage

22-tokcecigand related .................................. ....... 53 $2.15231-Mail sorting, stmping, recording, and related............................. 29 2.35235-Telephone work...................... ............................. 67 2.13
237-Reception and Information dispensing.................. ................. 46 2.03249-Miscellaneous clerical work, n.e.c...................................... 41 2. 15289-Saeswork, commodities, n.e................ ..... ... ............... 34 1.90290-Sales clerking..................................................... 41 1.893. Seric laeu merchandising work, n.e.c ........ ........ .......... 49 2.24

3. er ice.. ... .. .. ... .. ... .. .. ... .. ... .. ... .. .. ... .. ... .. .. 1,705 1.91306-Housework, domestic .......................... ............ ...... 66 1.83311-Food serving ........................... ....................... 124 1.48313-Cooking, large hotels and restaurants................................ ***"35 1.81318-Kitchen work, n.e~.............................................. 61 1. 81323-Maid and related services, hotels................................. 65 1.68330-Barbering and related services............ ....................... 37 1.96
332-Beautician services ............................................. 185 1.72354-Masseur and related services..................... ..... .......... .... 38 2,47355--Attendant work, hospitals and related health services.................. 547 1.8359-Miscellaneous personal services, n.e.c.............................. 91 2.09372-Guard and related services....................................... 28 2. 18
381-Cleaning and related services..................................... 144 2.25382 -Janitorial service............................................. 672

4Farming, fishery, forestry ........................................... ... 106 2407 -Gardening and groundskeeping....................................... 48 2.635. Processing .. .. .. .. .. .. ... ... .... .... .. . ..... 217 2.48
519-Ore refincsing n ondyrn.ex .c ... .... 86. Machine trades............................................ Al 2.55

60-etlm cig n.e.c .............................................. 30 2.58
620-Motorized vehicl and engine equipment repairing........................... 97 2. 62

7. Bench work .................................... ..................... 364 2.11
706-Metal unit assembling and adjusting.................................... 42 2.19
726-Assembly and repair of electronic components.................... ......... 43 2,.13786-Machine sewing, garment................... I......................... 30 1.58
787-Machine sewing , nongarment.................. ....................... 50 1.77

8. Structural work ....................................................... 504 2.92
806-Transportation equipment assembling ................................... 26 3.05
812-Combination arc and gas welding ...................................... 30 3.09
850-Excavating end grading.............................................. 27 2.67
860-Carpentry and related work .................. ........................ 55 3.01
869-Miscellaneous construction work, n.e.c .................................. 52 3.00
899-Miscelleneous structural work, n.e.................................... 48 2. 52

9. Miscellaneous ....................................................... 632 2.56
905-Heavy truck driving................................................. 61 2.89
906-Light truck driving ................................................. 46 2.50
913-Passenger transportation, n~e.c ........................................ 32 2.42
915-Parking lot and related service work.................................... 59 2. 11
920-Packaging ....................................................... 98 2.09
922-Materials moving and storing, n.e.c..................................... 78 2.50
929-Packaging and materials handling, n.e.c................................. 106 2.51
939-Extraction of minerals, n.e.c.......................................... 28 3.73
Occupations not reported ................................................ 198 2.30

1Based on MA-104 reports received July 1, 1970, through Mar. 31, 1971.
2 Listed 3 digit DOT code groups are confined to occupations with 25 or more employed terminees and do not add to

summary totals for major occupational categories.

As of June 30, 1971, the total number. of persons enrolled in WIN
was 115,996. Of this enrollment, approximately 48,000 were engaged
in basic education, vocational education, on-the-job training, or other
training. ;Approximately 5,000 enrollees were involved in job experi-
ence programs and about 10,360 were receiving orientation and/or
assessment services. 6,800 were suspended from WIN while they were
participating in Job Corps, MDTA training, NAB/JOBS programs
or other similar programs. Another 15,040 had entered into employ-
ment and were receiving follow-up services.

There were over 30,850 enrollee,- who were in a "holding status,"
while awaiting availability of components. Those in "holding" as well
as those engaged in training, work experience, orientation and assess-
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ment, or those in follow-up status after entering into employment wvere
receiving special services according to their individual needs. Thes
special serves might include any of the following or a combination
of such services: Health or medical care; provision of prosthesis, eye
glasses, hearing aids, etc; introduction to the world of work; voca-
tional counseling; famiily counseling; personal counseling; group guici-
anice sessions; provision of transportation services; relocation assist-
ance; child care; supplement wel fare payments; or other personalized
services.

Qucation 4c., Document the coat of training "Ind aRervicca (including
day care) mea,8ured agaiet quality of job placement, and against coat
of maintainin7kq the same individual on welfare.

Iieaponae:0,
Since the program began, the average cost of persons completing the

WIN program has been $1,200. However, this does not include the cost,
of those who started the program, but dlid not complete. When these
costs aire assigned to those of the completers, the total cost perm 81W-
cessf ul completer is $3,300.

Adding in the average cost of child care in the WIN program brings
the cost to $4,190.

The question of *how this one time cost compares with thie (dollars
saved from reilovinig at person from the welfare 1,olls (lelenlds onl how
long the person would have remained onl the rolls had they not, beenl
trained. Since our training is not designed to include those wvho seek
welfare for ol'y temporary emergencies, we canl assume we are dealingg
with the longer duration people.

The amount saved, of course, also varies with the wage levels of the
jobs people received-in terms of' whether there is aIt partial reduction
or elimination of the welfare paymnent-and with the amount of wel-
far~e paid in a particular State. Further, the amount saved by the
government also involves complex calculations of hlow m uch Federal
tax payments increase, and for example, how much less is paid out in
unemployment insurance benefits resulting from training for higher
skilled, and more stable, jobs.

Beyond the short-terml cost reductions, there is the question of longer
term savings in welfare costs, resulting fromt better care of children
and more stable families.

Taking anl average situation inl our more 1)owllotls States, with it
welfare expenditure of $3,000 per year, the cost direct reduction would
he $115,000 over at 5-year period, compared with 'WIN total unit cost,
figure of $4,190 assuming, of course, that the person would have staye(1
onl welfare over that 5-year period, and that the benefit levels re-
manineci constant.

Question~ 4d.- Analyze and recomm~vend the kinds and levels of 1/)-
port (speeifyiflq type of training, etc.) needed for thme jiobs in iihich
WVIN enrOile have been placed.

Nespom~e:
The Department does not have a standard "package"' of supportive

services to each individual. Instead, WTIN employability teams make
anl on-the-spot evaluation of the needs of aniy particular individual,
and that becomes a part of the "Employability Plan." Support coni-
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tinues after job placement for from 90 to 180 days. Examples of the
kdids of Supportive Seriices prov ided, are counseling, medical care,
add itiomail education, and child care.

Question le.- S/toW ?relatwn.-,/tp of Job /)lae/nent of WIN partici-
pants axial u.?n/.)oyn/ment levels-f ol- the 10 largest cities amid for 6
to to raral a?)'CQ/

Re8pOIu46:

May 1971 May 1971 May 1970 May 1970
rate of un- WIN rate of un- WIN

City employment placements employment placements

New York .................... ................. 5.1 798 4.0 598
Los Angeles, Calif............ ... ......... ...... 7.2 712 5.4 418
Chicago, III .................................... 4.3 ~ 13 4.2 5
Philadelphiia, Pa.... ............ .......... ....... 5.9 188 4.
Detroit,Mh.......................... ............... 141 876
San Francisco Calif 5.8 99 4.8 43
Washington, d..............2.8 121 2.4 194
Boston, Mass........... ...... ... ....... ...... 6.0 124 3.9 187
Pittsburgh Pa................................... 4. 1 216 3.7 182
St. Louis, Mo .............................. 86.0 83 8.2 82

Note: Comparable data for rural areas Is not available at this time due to the fact that a new reporting system was just
Instituted In May of 1971.

Question Y.f: "I'r-ovide us with, 'Itteimna Staff B3riefing Paper-
W~orke hmcetve Program'l 9 repared by/ the Welfare Ref ornm Staff and
' Work Incentive Priogram' Secoml Avvnual Report of the Departmnent
of Labor, to the 0ongress- on 'Iraiing andu A,'ntbploynwnt utnder, Title IV'
of the Social 8Secrity."l

Iiespoie.- Copies attached.

INTfiERNAL STAFF B3RIEFING 1PAPEi'R-WORK INCENTivE
PROGRAM

General
The 'Work Incentive Prograin (WIN) is a trailing, emlploymnent,

and rehabilitation program authmorized by the Social etri tVy Act,
ats amended in 1907. Thie goatl of this program is to p~rov~ide thie neces-
sary services anid opportunities to Aid-to-Famiiilies-withi-Dep~endlent
Children (AFDC) recipients to move these individuals into mean-
ingful jobs aind economic independence.

The Work Incentive Programn is the Joint responsibility of the De-
partment of H-ealthi, Education and. Welfare (1)/H-EW) and the
I)epartmient of Labor (DOL). The D/IIEW is responsible for refer-
.rin suitable AFDC recipients to 'WIN for enrolhnent and for pro-

viding child care facilities, medical services, training and work
related expenses, and other social services as required. TheUDOL is
responsible for providing appropriate nianpowver services to enable
recipients to become wvage-earning members of society. State employ-
ment security agencies tire prime sponsors for WIN.

'WIN was an outgrowth of several earlier efforts to introduce the
concept of occupational rehabilitation ats a solution to the problems
of welfare recipients. These ear-lier programs began with thie passage
of the 1962 amendments to the Social Secuity Act, whiich established
at Community W1ork and Training Program or AFDC recipients 18
years of age or older. Title V of the Economic Opportunity Act of
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1964 expanded the concept. and made it a part of the poverty prograia
under the Work Exper'ience and1( I'-triiiig Progratila. Eligibility fol-
this lrrilOl~'i was extended lbeyond wel fauc- reCipits to 1111011114) Iod~
fathers III Staites I hut did not, hiltve 1111 aissistiil((' plograi1 for' fii I h's
with unempllloyed fathers.

Experience withI both t hese~ early efforts5, and Itile I epua at ai't, of
Lab~tor pl)o11i151 I ilidiliate1 t ld a (10%er-ilg effe('t%, I VdIIID power. aissist -
Itceo to wzve faire recijpie'ut" would I-equiie it aIaiued gn-er ('P olit tili
wats possible under existing )rograiiias. Tile aesul %%,was I tie adopt ioul
of the 1067 1aimdflledlit to t ile S)cill Secia ait) Ao vs(t adista hag till.
WIN program. The Secietar of itaI1) a' ws to est 11)ista wor't ineia-
tiwe Jrograins by3 J1uly 1, 96, in i'ao'la politicall Haixi viaisioa inl eatch
St ate iin which tie (let erIm ineol thalt there were siuai ficaiat. ii aaiaat1'ps of.
individuals 16 Years of aige or older receiaaa At 14 )( DC All atppaopa'iate
wi)o1'5i1 iii thle AFDC ciseloaid were to be refei'red to WI N ith Ia tain-

I loyed father's required to be referred within 30 daysi of receipt. of
public aissistanlce. Th e 10)67 a111iiiaeliits also pr'ided'fa' ptaasiaag ollt
Community Work amid Tritinig projects by3 July 1, 196S1, atiad TIitlec V
projects by July 1,1169.
Program 01) ectivc8

Thle 1967 aunendients to thle Social Security Adt estilblish tlire
major progratin ob~jectives:

it. P'dmploynienit of AFD)C iin(hividuals inl theo aoiaaaaal ecoaaomly.
b. ra~.liing AFD C individuals for elloyaltbil ity ill the noa'

c. Participation of AFD 8iiiu l pca okpoet.
Priorities for achieving these objectives have lbeenl established its

follows:
a. Priority. Ove-Furnishing job placement for enrollee who

are job-r-eady or' who aire eligible for on -the-job trining.,b. Priority Tico-Providing work experience or, skills traIin.
ing for individuals req irig such issistaice to (jualify for at job.

e. Priority T'hree-Esa l thing specil wr noetswee
lby public and private noilprofit i'gali'/tt ials %Val J1 p'ovidle ena-.
ployment which will motivate ill lividluils to ml. into regularly
wurk situattionlsor into atraiing coanil)onieit,.

PrYogram Approach
While the major thrust of the WIN program is to help indi-

viduals prle pare for and obtain emnploymiien t, (lie niormald employ-
ment-related technical services sucohitas busi' edu('at ion, t a'iinlg, job
development, ai( p~lacemlent aire usually not. aill thait is required. 'WIN
enrollees not only lackc the skills and ex perience for steady jobs, b~ut
generally also have child-care responsibilities, health problems tranis-
portation, difficulties, and other problems. For this reatsoni, addMitional
services designed to alleviate these problems are itegrated into the
pro~gram.

Based con priorities established by D1HEW, the local welfare
agency refers appropriate AFDC recipients to the local Emiployment
Service (ES) for p articipattion in the prIogr'am. The local team11 to
whom the enrollee is assigned, develops with thle ti'alin(le and em-
ployability plan which wiull enable the individual to qualify for i
job hie can perform and hold. This plan is designed after apIpropriiate
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testing and c'ounliing and prIov~ide.s for combinftfions of training
and services to equip til enr'ollee with th le necessaryv skills to attin

'I hos pllrticipl~s ill Ilee(1 of special )reparatfi011 to (IstilI' job)
tl111(i88e itir mlovedI into0 w(lvi('lal, %Volk liitiei'iisii1ip Or Wor'k ex-

piiiey he compoent(. s, Or lieVIl0lo v iIV olill lils (it(ltOj), i I n0 t i'iit he
I unin 111-o p l-o ite Much, t'i S(i e il Im114-111 I f tti pl-five' lye trv i es a
fl1tI[14 M 'IMI AStii( I-I elt'iptvitli thos 184) (1113'

its hoe .413 111 ril lluig i ilIit joblil l-fl ( o l Ii eio Il~ I- jtli Hit 1 t11he

f iel i I vt A I I it (. i g&iis 11' fol. iit p-eo oil p Ilah SOt dayss I'.i
'Il e t ini ngy i m 1hty ilit l for 0itiv 4.iil 4titi-litijld or each eilllle

mifdsm~. Ajjpmu ix A lists WIN coin lents and biefly oxjplii
t 10 r (ls.
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Welfare agencies continue to give assistance payments to recipients
in training and furnish funds for carfare and out-of-pocket training
expenses. Public assistance policy permits female recipients who be-
come employed to retain the first $30 of their monthly earnings plus
one-third of the remainder and gives consideration to the expenses in-
G-urred in going to work (unemployed fathers who get jobs have these
benefits.- only if they are not fully employed). The welfare agencies
may continue to cover the expenses of child care until the mother is
able to carry the cost. The individual is an enrollee of WIN throughout
his employability plan, even 'during inactiv periods between com-
ponents. Consequently, some individuals are classified in "holding"
status and counted in enrollment figures. A WIN participant remains
enrolled for 90 to 180 days after being placed in employment, subject
to follow-up and appropriate supporting services.

Probably the three most important and distinctive manpower tools
or techniques of WIN are the employability development plan, the
team concept, and program flexibility.

The employability development plan is the "blueprint" which assists
enrollees in developing their occupational potential and guides their
participation in progiram components and supportive services. A plan
is developed for eachI individual who is not immediately referred to
permanent placement. The initial plan developed during the original
enrollment period is based on such items as evaluation of enrollee needs
and testing of aptitudes, labor market conditions, and available re-
sources for education and training. The initial p]an is progressively
amended as the enrollee's interests and aptitudes become better known
to the WIN team.

The WIN employ-ability team usually consists of a counselor, train-
ing specialist, Job d(velogei., job coach, and a clerk. These five persons
work very closely with t ie enrollee, applying their specialized service
as a team to each enrollee's problems. The team is "home base" for the
enrollee from initial enrollment to termination from the program. The
WIN team concept has been found to be particularly effective in work-
ing with the multi-faceted problems of welfare recipients; the enrollee
is made aware of all the services available and each team member is
able to expedite and coordinate his particular services to the enrollee
with those of other team members.

The flexibility of the WIN concept is the program's third unique
feature. In other- manpower programs where services are usually pro-
vided in distinct packages, a trainee may or may not obtain supportive
services depending on the particular program. Should the particular
type of training ba inappropriate or should the enrollee experience dif -
ficulties, there tire few alternatives available. Under WIN, however,
the enrollee may recycle or switch to other components if the counselor
decides the course is not "working." Appendix A describes WIN
components.
Program Development

Initial funding of WIN projects began in mid-July of 1968, with
.significant enrollments and program operations beginning the fol-
lowing October. Early development of the program was hi ndered by
legal barriers in State laws relating to public assitance and to legis-
lative requirements to provide matching funds. Between July and
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October 30, 1968, WIN programs were funded in 37 States and juris-
dictions. By June of 1969, only New Hampshire and Nevada were
outside the program. Nevada entered late in Fiscal Year 1970 and
New Hampshire is seeking relief from the legal barriers which has
restricted entry into the WIN prog ram and expects to begin opera-
tions early in 1?Y '72.
Funding

WIN financial resources were allocated among the States on the
basis of two criteria: Need and capacity. Work Incentive Program
allocations of man-year slots for program operations in FY '69 (the
program's initial year of operation~) were based on each State's AFDC
caseload, and the size of the Title V (EOA) and Community Work
and Training programs to be replaced by WIN. Each State received

money n thebasis of training opportunities and costs experienced
in previous training programs. Succeeding fiscal year allocations used
the AFDC caseload but also took into account th State's WIN per-
formnance record and its capacity to expand operations. A limiting
factor in the entire allocation process has been the requirement that
State welfare agencies provide non-Federal funds or in-kind service
amounting to 20 percent of the Federal allotment. Some State legis-
lature3s did not allocate enough to permit a Federal payment to the
level they should have received under the above procedures. The lack
of State matching funds severely restricts and limits WIN's capa-
bility to allocate program resources to areas of greatest need.

Initially, WIN funds were awarded to the States under a grant
process similar to that used for Wagner-Peyser Title IV funding.
During FY '69 the grant was converted to a contract in order to

prit the carry-forward of the unused funds into FY '70. For FY
Pl7 WIN staff and administrative costs are being included in the State
ER plan of service and will be funded under a grant system. Contract
services (i.e., training activities) and incentives remain under the con-
tract. A summary of program allocations and operations by fiscal year
is shown in Appendix B.
Problewn and 188ue8

The problems and issues identified below have been compiled from
research, evaluations, and studies including those of Auerbach Cor-
poration and Computing and Software Inc., as well as monitoring
experiences of regional and national ohice staff. They are grouped
under three general headings; legislative, administrative and pro-
grammatic.

Legi8lative
1. Though the succcss of WIN depends on the legislative mandate

for a coordinated activity of the national manpower and welfare de-
livery systems, it has been largely carried out as two separate pro-
grams. the result has been a misunderstanding between local welfare
and manpower agencies since there has been little interagency liaison
and little communication between agencies concerning lines of respon-
sibility and program activities.

2. The lack of adequate matching funds for both the manpower op-
erations and social services and the uncertainty of its provision has
been a continuing WIN problem. Its first impact was to restrict the
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initial size of manpower operations even where large numbers of WIN
eligibles existed. Secondly, after modest beginnings, many State ES
agencies wished to expand the size of projects or to extend into new
areas but were unable to do so due to the lack of matching for either
the manpower operations, social supportive services, or -both. DOL
and D/HEW have not yet established a joint policy on the provision
of matching funds.

3. The failure to adequately fund and staff D/HEW and the State
welfare agencies for supportive services, other than child care, meant
that already understaffed and underfunded agencies were required to
take on additional responsibilities by realigning overburdened
resources.

4. D/HEW was required to provide child-care arrangements prior
to referral to DOL but was granted no funds for the construction of
child-care facilities.

5. The requirement that the costs of operating Priority Three (spe-
cial work projects) programs be borne by the employing agencies and
the State and local welfare agencies made it generally impossible to
establish this needed program component.

Administrative
1. The administration of WIN in both the manpower and welfare

systems was usually incorporated into ongoing organizational struc-
tures which often could not provide the emphasis required to assemble
the necessary resources, personnel, and components and to convert them
into a coherent network of services.

2. WIN management information systems, both D/HEW and DOL,
were designed for national office ad-mini strative needs. Data received
did not adequately reflect program implications.

3. The D/HEW ruling denying the 30 and one-third income disre-
gard for employed male welfare recipients restricted efforts to get,
male-headed families off welfare.

4. Welfare agencies do not earmark funds to provide supportive
services to WIN, and other program needs often deprive WIN opera-
tions of these support services.

5. State and local agencies often revise Federal guidelines anid may
add restrictive policies, procedures and practices nullifying the flexi-
bility providedby Federal guidelines.

Pro gramatic
1. The utilization of components appears to be dependent upon ease

of development and the degree of familiarity of staff with similar ac-
tivities. Basic and GED -education, and MI)TA type institutional
training are most heavily used. On-the-job training is little used.

2. Local project planning is usually at the State office without refer-
ence to the local walfare agency, and without a thorough examination
of local resources, client population, or labor market conditions.

3. Lack of coordination between local welfare and ES agencies leads
to frequent disruption of EDP resulting in a significant number of
enrollees being pl aced in holding while awaiting child care, medical
or other welfare services.

4. EDP's tend to provide after-the-fact records of what has been
accomplished rather than advanced planning based on an enrollee's
goals, needs and capabilities.
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5. There is little evidence of true team operations in the sense en-
visioned by the Federal guidelines. WIN teams are dominated by the
counseling discipline an~ other members play only a subordinate role.

6. No effective rural WIN model has yet been established due to the
known factors of poor transportation, lack of training resources and
job opportunities.

'T. Youth in WIN have not been referred in adequate numbers, there-
fore those relatively few enrolled have been absorbed in adult domi-
nated components. Meaningful activities for youth were limited, there-
fore attrition has been high.

s'utmnam~
While we do not necessarily agree with all of the charges in the

following reference, we include it as a catalyst to the Welfare Reform
Planning Staff'Is thinking as we begin the task of the WIN conversion.

Stephen F. Gold, in a recent article entitled "The Failure of the
Work Incentive Program" ~in the Pennsylvania Law Review, states
that WIN has failed due primarily to erroneous assumptions as to the
way to eliminate poverty. He charges that it was erroneously assumed:

1. That a working parent provides a good example to children.
2. That many recipients were immediately employable or trainable

for work.
3. That WIN training would raise the vocational skills of recipients

to employable levels.
4. That jobs obtained through WIN would enable recipients to earn

enough to leave welfare rolls.
Mr. Gold points to low referral rates, missed enrollment targets,

training errors, staff malfeasance, a reliance upon "demand occupa-
tions which are the least in demand in the present labor market as
proof that WIN provides little training experience and meaningless
work experience." By viewing poverty solely as a manifestation of per-
sonal failure and not considering labor market constraints would be
erroneous.

APPENDix A-WIN COMPONENTS

Intake and A88ess~ment Ph a8e
During the initial enrollment process, the enrollee is evaluated to

determine his particular needs. He is interviewed by the WIN team,
which uses evaluative techniques including testing and work sampling.
During this period the initial employability plan is developed which
detaile the steps the individual will follow in his progress through the
WIN program.

A period of "holding" during the intake phase may occur after
enrollment and assessment, when training courses have not begun, or
training opportunities or other services are not immediately available.
Although the enrollee may not be actively in training during this time,
he is still enrolled and is placed in the appropriate step of his employ-
ability plan as the opportunity arises.
Orient ation

This component includes all activity related to introducing the en-,
roflee to WIN. It may include a description of the nature of WIN and
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the types of training available, an explanation of the sponsor's rules,
information about the enrollee's status while in WIN, and introduc-
tion to WIN staff. The employability portion of the orientation may
include such subjects as motivation, job interviewing techniques, appli-
cation writing, what to expect from employers, and other job-rela~ted
subjects.
Education

Educational services are provided to those recipients lacking the
minimum education necessary to obtain a job or participate in further
training Major types of academic training are basic education and
Gen eraI Education Development leading to a high equivalency
diploma.
Institutional Training

This component consists of classroom vocational education in cleri-
cal, service, and semi-skilled to skilled occupations. Training may be
provided by public or private agencies. Courses may be developed
specifically for groups of WIN enrollees, or the enrollee may be re-
ferred on an individual basis to a particular course.
On- th e-Job -Training

This component is based on skill training provided by a ]public or
private industry employer. The individual receives wages paid by the
employer. The employer is reimbursed for some or all the training costs
incurred. The enrollee may continue to receive an adjusted welfare pay-
ment depending on his or her earnings and welfare standards in the
particular State. During on-the-job training, supportive services may
continue.
Special Work Pro jects

WIN legislation authorizes employment by public or private non-
profit agencies of persons for whom jobs in the regular economy can-not be found. Such persons receive a wage which is made up of their
welfare benefit and a partial payment by the employer. For a number
of reasons, discussed later, this component has not been used
extensively.
Component Holding

Holding occurs when enrollees are between training phases or steps
in their employability development plan. For instance, enrollees who
have completed orientation and basic education may be waiting for a
particular institutional skill training class to start. Component hold-
ing also includes those who have completed training and are awaiting
job placement. During the component holding period, enrollees are
counseled, may have interviews, and receive other services. Those in
component holding are considered as enrollees.
Follow- Up

For a period of 90 to 180 days after an enrollee has been placed in
a permanent job, he remains enrolled and may be provided supportive
services to assure stability of placement and the adjustment of the en-
rollee. Should the placement prove unsatisfactory, the enrollee may be
re-cycled through additional services.
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Work Internship
This technique permits enrollees to sample a variety of occupations

and work situations during a 10-week period. It also allows the team
to find out more about the enrollees' interests and aptitudes.
Relocation A88i8tance

The WIN program provides for relocation assistance where definite
job offers have been obtained. WIN staff makes sure that adequate pay,
appropriate housing, and schools for children are available.
Para-Profe88ional Training

This component offers classroom vocational education and practical
work experience geared to entry-level jobs in public service. Training
is provided by public and private nonprofit agencies and in most cases
will be coupled with remedial education and general educational devel-
opment. Para-professional training emphasizes upward mobility
through career ladders preceded by extensive job development and job
engineering efforts.
Suspense

WIN participants are designated "in suspense"l when they are en-
rolled in other manpower programs as a part of their employability
plan. For example the WIN team may designate that a particular en-
rollee could become a fine upholsterer. If MDTA upholstery classes
are about to begin, he will be placed in suspense while he attends
MDTA skill training.

ATTACHMENT C-TT.S. DEPARTMENT OF LAB OR MANPOWER AD-
MINISTIRATION, WIN MANAGEMENT INFORMATION REPORT AS OF
MARCHr 31, 1971, U.S. SUMMARY

WIN-Ntonal &umrary of activity

Since Inception of program:
Cumulative enrollment--------------------------------------- 259, 178
Completed job entry ----------------------------------------- 29, 548
Dropped out------------------------------------------------ 30, 803
Left early for other reasons--------------------------------- 80,546
Currently enrolled----------------------------------------- 112, 191

ACTUAL AGAINST PLANNED FOR FISCAL YEAR 1971

Pro a cted for
Objectives for Actual fiscal yer
June 30, 1971 to date 1971

Financial data (dollars in millions) carry-ln=$80.6:
Allocation---------------------------------------------- $53.7 $0.7..........---
Obligations--------------------------------------------- '153.7 28.3 .......
Costs ------------------------------------------------- 118.8 80.8 $122.5

Enrol.lment data:
Man-years -------------------------------------------- 111,500 70,082 109,000
Authorized man-year/slots--------------------------------- 111,500 127, 548 -------
Cumulative enrollment------------------------------------ 219, 700 180,476 213, 000
New enrollees------------------------------------------ 125,145 85,921 120,000
Total terminations --------------------------------------- 92,70 6,9 9 0

Completions ---------------------------------------- 357, 000 14,472 21, 500
Early terminations ---------------------------------- 5 7,700 53,218 77,500

On-board, end of period ---------------------------------- 127, 000 112,191 1 14, 000
Orientation and assessment ----------------------------------------- 8,376 -----------
Job training ---------------------------------------------------- 52, 907..........---
Work experience ------------------------------------------------- 4,405 -------
Job entry ------------------------------------------------------ 11,829_----------
Suspensel~~a~ --------------------------------------------------- 6,005 -------
Resida (holding) ---------------- -------------------------- 28,669..........-

' Additional $11,600,000 is to be reprogramed from HEW.
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NATIONAL TOTAL.-WIN AUTHORIZED POSITIONS AND ENROLLMENT BY PROGRAM COMPONENT

Total
Authorized current Applicant Cornponent Participants

positions enrollment1  Holding Holding in training Job entry

1970:
January ------------ 118, 254 77, 229 8,463 13, 233 44, 191 11,842
February----------- 119,405 79, 830 7,645 14, 130 46, 478 11, 577
March ------------- 120,320 83,202 7,478 14,825 49,022 11,877
April -------- 123,170 84,922 7,096 15,053 50,491 12,282

my-------- 123,170 87,936 7,288 17,543 52,384 10,721
June--------------- 123,170 89,511 7,203 19,355 50,937 12,016
July --------------- 123, 170 91, 809 7,094 21, 385 51, 075 12,255
August ------------- 124, 300 94, 545 7,136 24, 545 50, 603 12, 261
September--------- 124, 300 97, 238 6, 728 22, 562 55, 353 12, 595
October------------ 2125, 309 98,893 6,043 21, 075 58, 894 12, 881
November---------- 125, 309 100, 923 6,028 21, 058 60, 952 12, 885
December.-----------125, 309 103, 472 6,930 23, 411 60, 827 12, 304

1971:
January ------------ 125,309 104,410 6,430 23,091 63,158 11,731
February ----------- 127,584 106,048 5,921 23,216 65,325 11,586
March ------------- 127,584 106,186 5,725 22,944 65,688 11,829

1 Excludes suspense.
I Data as of Nov. 13, 1970.



WIN NATIONAL SUMMARY-WIN CUMULATIVE AND MONTHLY ENROLLMENT AND TERMINATIONS

Cumulative Monthly Current

Employability Employability Enrollment
Enrollment plan Other New plan Other without

with suspense completed Dropouts terminations enrollment completed Dropouts terminations suspense Suspense

1970:
January---------------------------.. 130,646 9,032 9,019 30,149 8,593 1276 933 2,878 77, 729 4.717

Febuay------------------138, 485 10,309 10,182 33,665 7,839 1,27 113 3 16 7,3 ,9
March----------------------------... 147,582 11,464 11,495 36,968 9,097 1,155 1,313 3,303 83,202 4,453
April ------------------------------ 155,433 12,747 12,852 40,389 7,851 1,283 1,357 3,421 84,922 4,523
May-----------------------------... 164,348 13,919 14,166 44,188 8,915 1,172 1,314 3,799 87,936 4,139
June-----------------------------... 173,257 15,071 15,654 47,977 8,909 1152 1,488 3,789 89,511 5,044
July-----------------------------... 183,021 16,370 17,102 52,368 9,764 1,299 1,448 4,391 91,809 5,372
August---------------------------... 192,398 17,690 18,443 56,076 9,377 1,320 1 341 3,708 94,545 5,644
September-------------------------... 201, 693 19,019 20,012 59,828 9,295 1,329 1,569 3,752 97, 238 5,596
October ....................... ..... 209,761 20,397 21,400 63,507 8,061 1,378 1,388 3,679 98,893 5,564
November-------------------------... 218,027 21,709 22,763 66,992 8,266 1,312 1,363 3,485 100,923 5,640
December-------------------------... 228,759 23,691 24,479 71,447 10,732 1,982 1,716 4,455 103,472 5,670

1971:
January---------------------------... 239,748 25,760 26,573 77,052 10,989 2,069 2,094 5,605 104,410 5,649
February--------------------------... 250,079 27,511 28,457 81,765 10,331 1,751 1,884 4,713 106,048 5,703
March----------------------------.... 259,178 29,543 30,303 86, 546 9, 099 2,032 1,846 4,781 1606,186 6, 005
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ATTACHMEN1T D

Public Law 90-248, 90th Congress, H.R. 12080, January 2, 1968

AN ACT Tb amend the Social Security Act to provide an increase in benefits
under the old-age survivors, and disability Insurance system, to provide bene-
fits for additional categories of Individuals, to implrove the public assistance
program and programs relating to tile welfare and health of children, and
for other purposes
Be it enacted by the Senate and JHou8e of IRepre8entative8 of the

United State8 of America in Oongre88 a-smeb led. That this Act, with
the following table of contents, may be cited as the "Social Security
Amendments of 1967".

TABLE OF CONTENTS

TITLE II-PUBLIC WELFARE AMENDMENTS

PART I-PUnLIc AsSISTANCE AMtENDMENTS

Sec. 201. Programs of services furnished to families with dependent children.
SEc. 202 Earnings exemption for recipients of aid to families with dependent

children.
Sec. 203. Dependent children of unemployed fathers.
Sec. 204. Work incentive program for recipients of aid under part A of title IV.

WORK INCENTIVE PROGRA31 FOR RECIPIENTS OF AID UNDER PART A OF
TITLE IV

SEc. 204. (a) Title IV of the Social Security Act is amended by in-
serting after part B (hereinafter added to such title by section 240
of this Act) the following material:

"PART C-WORK INCENTIVE PROGRAM FOR RECIPIENTS OF AID UNDER
STATE PLAN APPROVED UNDER PART A

PURPOSEE

"SEC. 430. The purpose of this part is to require the establishment
of a program utilizing all available manpower services, including
those authorized under other provisions of law, under which indi-
viduals receiving aid to families with dependent children will be fur-
nished incentives, opportunities, and necessary services in order for
(1) the employment of such individuals in the regular economy, (2)
the training of such individuals for work in the regular economy, and
(3) the participation of such individuals in special work projects,
thus restoring the families of such individuals to independence and
useful roles in their communiities. It is expected that the individuals
participating in the program established under this part will acquire
a sense of dignity, self-worth, and confidence which will flowefrom
being recognized as a wage-Earning member of society and that the
example of a working adult in these families will have beneficial
effects on the children in such f amilies.

( APPROPRIATION

"SEc. 431. There is hereby authorized to he appropriated to tile
Secretary of Health, Education, and Welfare for each fiscal year a sum
sufficient to carry out tile purposes of this part. The Secretary of
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Health, Education, and Welfare shall transfer to the Secretary of
Labor from time to time sufficient amounts out of the moneys appro-
priatedi pursuant to this section, to eniabie him to carry out such

pur ose. "ESTAJIIJIENr 01F PROGRAM

"ISEc. 432., (at) The Secretary of Labor (hereinafter in this. part
referred to its the Secretary) shall, in accordance with the povisions
of this part, establish wNork inicnttive programs (ats provided for ini
subsection (b) ) in each State and ini eatchi political subdivision of at
State in which lie determines there is at significant number of idivid-
uals who have attained age 16 and are receivingq aid to families with
dependent children). IN other 1)olitictil subdivisions, hie shall use his
best efforts to provide such programs either within such subdivisions
or through the provisions of transportation for such per'son~s to political
subdivisions of the State in which such programs aire established.

"(b) Such programs shall include, but shall niot be limited to, (1)
a program placing as many individuals ats is possible inl employment,
and utilizig on-the-job training positions for others, ('2) at program
of institutional and work experience, training forl those individuals
for whom such training is likely to lead to regular employment, and
(3) a program of special work projects for idividua Is foil whom a
job in the regular economy cannot be found.

"'(c) In carrying out the purposes of this part the Secretary may
make grants to, orl enter into agreements with, public orl private agen-
cies or organizations (including Indian tribes with respect to In1dians
on a reservation), except that no such grant orl agreement shall be
made to or with at private employer forl profit oir with at private non-
profit employer not organized forl at public purpose forl purposes of the
work experience program established by clause ('2) of suibsectioni (b).

"(d) Using funds applropriatedl under this part, the Secretary, inl
order to carry out the purposes of this part, shall utilize his authority
under the Manpower Development an~d Tlrainling Act of 1962, the Act
of June 6 1933, ats amnended (48 Stat. 113), and other Acts, to the
extent such authority is not inconsistent with this Act.

" (e) The Secretary shall take appropriate steps to assure that the
present level of manpower services available under the aluthority of
other statutes to recipients of aid to families with depedent children
is not reduced as at result of programs under this p~art.

"'SEc. 433. (a) The Secretary shall provide a program of testing and
counseling forl all persons referred to him by a State, pursuant to sec-
tion 402, and shall select those persons vhoi hie, finds suitable forl the
programs established by clauses (1) and (2) of section 432(b). Those
not so selected shall be deemed suitable for the program established by
clause (3) of such section 432(b) unless the Secretary finds that there
is good cause forl an individual not. to participate in such program.

"(b) The Secretary shall develop an employability plan for each
suitable person referredi to him under section 402 which shall describe
the educattion, training, work experience, and orientation which it is
determined that each such person needs to complete in order to enable
him to become self-supporting.



607

"1(c) The Secretary shall make maximum use of services available
f rom other Federal and State agencies and, to the extent not other-
wvise available onl a nonreimbursable basis, he may reimburse such
agencies for services rendered to persons underi this part.

" (d) To the extent practicable and where necessary, work incentive
programs established by this part shall include, in addition to the
regular counseling, testing, and referral available through the Fed-
era I-State Emnploymeint Service System, program orientation, basic
education, training in communications and employability. skills, work
experience, institutional training, on-the- job training, job develop-
ment, and special job placement and followup services, required to
assist partic iats in securing and retaining emnployment and securing
possibilities for ad vancement.

"1(c) (1) In order to develop special work projects under the pro-
grain established by section 432(b) (3), the Secretary sluall enter into
agreements with (A) pulblic agencies, (B3) private nonprofit orga-
nizations established to serve at public purpose, and (C) Indian tribes
with respect to Indians onl a reservation, under which individuals
deemed suitable for participation in such at prograin will be provided
work which serves a useful public purpose and which would nlot other-
wvise be performed by regular employees.

"(2) Such agreements shall provide-
"(A) for the payment by the Secretary to each employer a

oirtioni of the wvaes to be paid by the employer to the individuals
ortework performned;

" (B) the hourly wage rate and the number of hours per week

individuals will be scheduled to work onl special work projects of
such employer;

"fit(C) that, the Secretary will have such access to the premises
ofthe employer as hie finds necessary to determine whether such

employer is carrying out his obligations under the agreement and
this part; and

" (D) that the Secretary may terminate any agreement under
this subsection at anly time.

"(3) Tihe Secretary shall establish one or more accounts in each
State with respect to the special work projects established and main-
tained pursuant to this subsection and place into such accounts the
amounts paid to him by the, State agency pursuant to section 402(a)
(19) (E). Trhe amounts in such accounts shall be available for the pay-
ments specified in subparagraph (A) of paragraph (2). At the end
of each fiscal year and for such period of time as hie may establish,
the Secretary shall determine how mulch of th~e amounts paid to him
by the State agency pursuant to section 402 (a) (19) (E) were not
expended as provided by the preceding senitenlce. of this paragraph
and shall return such unexpendedt amounts to the State, which
amounts shall be regarded as overpayments for purposes of section
403 (b) (2).

" (4) No wage rates provided under any agreement entered into
under this subsection shall be lower than the applicable minimum
wage for the particular work concerned.
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"(f) Before entering into a project under any of the programs
established by this part, the Secretary shall have reasonable assur-
ances that-

" (1) appropriate standards for the health, safety, and. other
conditions applicable to the performance of work an d training on
such project are established and will be maintained,

"(2) such project will not result in the displacement of em-
ployed workers,

" (3) with respect to such project the conditions of work, train-
ing, education, and employment are reasonable in the light of
such factors as the type of work, geographical region, and pro-
ficiency of the participant,

"4(4) appropriate workmen's compensation protection is pro-
vided to all articipants.

"(g) Where an individual, referred to the Secretary of Labor pur-
suant to section 402 (a) (19) (A) (i) and (ii) refuses without good
cause to accept employment or participate in a project under a pro-
gram established by this part, the Secretary of Labor shall (after
providing opportunity for fair hearing) notify the State agency
which referred such individual and submit such other information as
he may have with respect to such refusal.

" (h) With respect to individuals who are participants in special
work projects under the program established by section 432(b) (3),
the Secretary shall periodically (but ac least once every six months)
review the employment record of each such individual while on such
special work project and on the basis of such record and such other
information as hie may acquire determine whether it would be feasible
to place such individual in regular employment or on any of the proj
ects under the programs established by section 432(b) (1) and (2)

94 INCENTIVE PAYMENT

'Sr.c. 434. The Secretary is authorized to pay to, any participant
under a program established by section 432(b) (2) an incentive pay-
ment of not more than $30 per month, payable in such amounts and at
such times as the Secretary prescribes.

'iVEDERAL ASSISTANCE

"SEC. 435. (a) Federal assistance under this part shall not exceed 80
per centum of the costs of carrying out this part. Noni-Federatl con-
tributions may be cash or in kind, fairly evaluated, including but not
limited to plant, equipment, and services.

" (b) Costs of carrying out this part include costs of training, super-
vision, materials, administration, incentive payments, transportation,
and other items as are authorized by the Secretary, but may not in-
clude any reimbursement for time spent by participants in work,
training, or other participation in the progra-,m; except that with re-
spect to special work projects under the program established by
section 432(b) (3), the costs of carrying out this part shall include
only the costs of administration.
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PERIODD OF ENROLLMENT

"SEC. 436. (a) The program established by section 432(b) ( 2) shall
be designed by the Secretary so that the average period of enrollment
under all projects under such program throughout any area of the
United'States will not exceed one year.

" (b) Services provided under this part may continue to be provided
to an individual for such period as the Secretary determines (in ac-
cordance with regulations prescribed by the Secretary after consulta-
tion with the Secretary of "Health, Education, and Welfare) is neces-
sary to. qualify him f ully for employment even though his earnings
disqualify him from aid under a State plan approved under section
402.

RELOCATIONN OF PARTICIPANTS

"SEc. 437. The Secretary may assist participants to relocate their
place of residence when he determines such relocation is necessary in
order to enable them to become permanently employable and self -sup-
porting. Such assistance shall be given only to particpants who con-
cur in their relocation and who will be employed at their place of
relocation at wage rates which will meet at least their full need as
determined by the State to which they will be relocated. Assistance
under this section shall not exceed the reasonable costs of transporta-
tion for participants, their dependents, and their household belongings
plus such relocation allowance as the Secretary determines to be
reasonable.

PARTICIPANTSS NOT FEDERAL EMPLOYEES

"SEc. 438. Participants in projects under programs established by
this part shall be deemned not to be Federal employees and shall not be
sub ject to the provisions of laws relating to Federal employment, in-
cluding those relating to hours of work, rates of compensation, leave,
unemployment compensation, and Federal employee benefits.

44 RULES AND REGULATIONS

"SEC. 439. The Secretary may issue such rules and regulations as he
finds necessary to carry out the purposes of this part: P'rovided, That
in developing policies for programs established by this part the Secre-
tary shall consult with the Secretary of Health, Education, and Wel-
f are.

ANNUALL REPORT

"SEc. 440. The Secretary shall annually report to the Congress
(with the first such1 report being made on or before July 1, 1970) on
the work incentive programs established by this part.

"tEVALUATION AND RESEARCH

"SEc. 441. The Secretary shall (jointly with the Secretary of Health,
Education, and 'Welfare) provide for the continuing evaluation of the
work incentive programs established by this part, including their ef-
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fectiveness in achieving stated goals and their impact on other related

proram. H alo my conduct research regarding ways to increase
the effectiveness of suhprograms. Hle may, for this purpose, contract
for independent evaluations of and research regarding such programs
or individual projects under such programs. For purposes of sections
435 and 443, the costs of carrying out this section shall not be regarded
as costs of carrying out work incentive programs established by this

pat.46REVIEW OF SPECIAL WORK PROJECTS BY A STATE PANEL

"SEC. 4-42. (a) The Secretary shall make an agreemrent with any
State which is able and willing to do so under which the Governor of
the State will create one or more panels to review applications tenta-
tively approved by the Secretary for the special work projects in such
State to be established by the Secretary under the program established
by section 432 (b) (3).

"(b) Each such panel shall consist of not more than five and not
less than three members, appointed by the Governor. The members
shall include one representative of employers and one representative
of employees; the remainder shall be representatives of the general
public. No special work project under such program developed by the
Secretary pursuant to an agreement under section 433(e) (1) shall,
in any State which has an agreement under this section, be established
or maintained under such program unless such project has first been
approved by a panel created pursuant to this section.

49'COLLECTION OF STATE SHARE

"SEC. 443. If a non-Federal contribution of 20 per centum of the
costs of the work incentive programs established by this part is not
made in any State (as specified in section 402 (a)), the Secretary of
Health, Education, and Welfare may withhold any action under sec-
tion 404 because of the State's failure to comply substantially with a
provision required by section 402. If the Secretary of Health, Educa-
tion, and Welfare does withhold such action, he shall, after reasonable
notice and opportunity for hearing to the appropriate State agency or
agencies, withhold any payments to be made to the State under sec-
ti-ons 3 (a), 403 (a), 1003 (a), 1403 (a), 1603 (a), and 1903 (a) until the
amount so withhheld. (including any amounts contributed by the State
pursuant to the requirement in section 402 (a) (19) (C)) equals 20 per
centum of the costs of such work incentive programs. Such withhold-
ing shall remain in effect until such time as the Secretary has assur-
ances from the State that such 20 per centum will be contributed as
required by section 402. Amounts so withheld shall be deemed to have
been paid to the State under such sections and shall be paid by the
Secretary of Health, Education, and Welfare to the Secretary. *Such
payment shall be considered a non-Federal contribution for purposes
of section 435.

"~AGREEMENTS WITH OTHER AGENCIES PROVIDING ASSISTANCE TO
FAMILIES OF UNEMPLOYED PARENTS

"SEC. 444. (a) The Secretary is authorized to enter into an agree-
ment (in accordance with the succeeding provisions of this section)
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with any qualified State agency (as described in subsection (b) ) under
which the program established by the preceding sections of this part
C will (except as otherwise provided in this section) be applicable to
individuals referred by such )' tate agency in the same manner, o the
same extent, and under the same conditions as such program is ap-

plicable with respect to individuals referred to the Secretary by a
State agency administering or supervising the administration of a

State plan approved by the Secretary of Health, Education, and Wel-
fare under part A of this title.

"1(b) A qualified State agency referred to in subsection (a) is a State
agency, which is charged with the administration of a program-

" (1) the purpose of which is to provide aid or assistance to
the families of unemployed parents,

"f(2) which is not established pursuant to part A of title IV
ofthe Social Security Act,
"(3) which is financed entirely from funds appropriated by

the Congress, and
"1(4) none of the financing of which is made available under any

program established pursuant to title V of the Economic Op-
portunity Act.

"4(c) (1) Any agreement under this section with a qualified State
agency shall provide that such agency will, with respect to all individ-
uals receiving aid or assistance under the program of aid or assistance
to families of unemployed parents administered by such agency, com-
ply with the requirements imposed by section 402 (a) (15) and section
402 (a) (19) (F) in the same manner and to the same extent as if (A)
such qualified agency were the agency in such State administering or
supervising the administration of a St ate plan approved under part A
of this title, and (B) individuals receiving aid or assistance under the
program administered by such qualified agency were recipients of aid
under a State plan which is so approved.

"(2) Any agreement entered into under this section shall remain in
effect for such period as may be specified in the agreement by the Sec-
retary and the qualified State agency, except that, whenever the Sec-
retary determines, after reasonable notice and opportunity for hearing
to the qualified State agency, that such agency has failed substantially
to comply with its obligations under such agreement, the Secretary
may suspend operation of the agreement until such time as he is satis-
fied that the State agency will no longer fail substantially to comply
with its obligations under such agreement.

"1(3) Any such agreement shall further provide that the agreement
will be inoperative for any calendar quarter if, for the preceding calen-
dar quarter, the maximum amount of benefits payable under the pro-
gram of aid or assistance to families of unemployed parents adminis-
tered by the qualified State agency which is a party to such agreement
is lower than the maximum amount of benefits payable uii'der such
program for the quarter which ended September 30, 1967.

"1(d) The Secretary shall, at the request of any qualified State agency
referred to in subsection (a) of this section and upon receipt from it
of a list of the names of individuals rereferred to the Secretary, fur-
nish to such agency the names of each individual on such list partici-
pating in a special work project under section 433 (a) (3) whom the
Secretary determines should continue to participate in such project.
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The Secretary shall not comply with any such request with respect
to an individual on such list unless such individual has been referred
to the Secretary by such agency under such section 402 (a) (15) for a
period of at least six months."

(b) Section 402 (a) of such Act is amended by adding at the end
thereof before the period the following:

"6; (19) provide-
"(A) for the prompt referral to the Secretairy of Labor

or his representative for participation under a work incentive
program established by part in Cof-

"(i) each appropriate child and relative who has at-
tained age sixteen and is receiving aid to families with
dependent children,

" (ii) each appropriate individual (living in the same
home as a relative and child receiving such aid) who has
attained such age and whose needs are taken into ac-
count in making the determination under section 402 (a)
(7), and

" (iii) any other person claiming aid under the plan
(not included in clauses (i) and (ii)), who after being
informed of the work incentive programs established by
part C, requests such referral unless the State agency
determines that participation in any of such programs
would be inimical to the welfare of such person or the
family;

except that the State agency shall not so refer a child, rela-
tive, or individual under clauses (i) and (ii) if such child,
relative, or individual is-

"I(iv) a person with illness, incapacity, or advanced

"ge,(v) so remote from any of the projects under the
work incentive programs established by part C that he
cannot effectively participate under any of such pro-
grams,

"(vi) a child attending school full time, or
"(vii) a person whose presence in. the home on a sub-

stantially continuous basis is required because of the
illness or incapacity of another member of the household;

"f(B) that aid under the plan will not be denied by reason
ofsuch referral or by reason of an individual's participation

on a project under the program established by section
432(b) (2) or (3) ;

"cc ) for arrangements to assure that there will be made a
non-Federal contribution to the work incentive programs
established by part C by appropriate agencies of the State
or private organizations of 20 per centum of the cost of such
programs, as specified in section 435 (b) ;

"(D) that (i) training incentives authorized under section
434, and income derived from a special work project under
the program established by section 432(b) (3) shall be dis-
regarded in determining the needs of an individual under
section 402 (a) (7), and (ii) in determining such individual's
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needs the additional expenses attributable to his participation in a program established by section 432(b) (2) or (3)shall be taen into account;"'(E) that, with respect to any individual referred pursu-ant to subparagraph (.A.) who is participating in a specialwork project under the program established by section432 (b) (3), (i) the State agency, after proper notificationby the Secretary of Labor, will pay to such Secret. (atsuch times and in such manner as the Secretary of Hlealth,Education, and Welfare prescribes) the money paymentssuch State would otherwise make to or on behalf of suchindividual (including such money payments with respect tosuch individual's family), or 80 per centum of such individ-ual's earnings under such program, whichever is lesser and(ii) the State agency will supplement any earnings receivedby such individual by payments to such individual (whichpayments shall be considered aid under the plan) to theextent that such payments when added to the individual'searnings from his participation in such special work projectwill be equal to the amount of the aid that would have beenpayable by the State agency with respect to such individual'sfamily had he not participated in such special work project,plus 20 per centum of such individual's earnings from such
special work project; and

"(F) that if and for so long as any child, relative, or indi-vidual (referred to the Secretary of Labor pursuant to sub-paragraph (A) (i) and (ii) and section 407 (b) (2) ) has beenfound by the Secretary of Labor under section 433 (g) to haverefused without goon cause to participate under a workincentive program established by part C with respect towhich the Secretary of Labor has determined his participa-tion is consistent with the purposes of such part C, or tohave refused without good cause to accept employment inwhich he is able to engage which is offered through the publicemployment offices of the State, or is otherwise offered by anemployer if the offer of such employer is determined, afternotification by him, to be a bona fide offer of employ ment-
" (i) if the relative makes such refusal, such relative's

needs shall not be taken into account in making thedetermination under clause (7), and aid for any de-pendent child in the family in the form of payments ofthe type described in section 406 (b) (2) (which in such acase shall be without regard to clauses (A) through (E)
thereof) or section 408 will be made;

it(ii) aid with respect to a dependent child will be
denied if a child who is the only child receiving aid in
the family makes such refusal;

"4(iii) if there is more than one child receiving aid inthe family, aid for any such child will be denied (and
his needs will not be taken into account in making the
determination under clause (7)) if that child makes
such refusal; and
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"1(iv) if such individual makes such refusal, such in-
dividual's needs shall not be taken into account in mak-
inga the determination under clause (7)

except that the State agency shall, for a period of sixty days,
make payments of the type described in section 400(b) (2)
(without regard to clauses (A) through (E) thereof) on
behalf of the relative specified in clause (i), or continue aid
in the case of a child specified in clause (ii) or (iii), or take
the individual's needs into account in the case of an individual
specified in clause (iv), but only if during such period such
child, relative, orl individual accepts counseling or other serv-
ices (which the State agency shall make available to such
child, relative, orl individual)"aimed at persuading such rela-
tive, child, or individual, as the case may be, to participate
in such program in accordance with the determination of the
Secretary of Labor".

(c), (1) The amendment made by subsection (b) shall in the case of
any State be effective onl July 1, 1968, or if a statute of such State pre-
vents it from complying with the requirements of such amendment on
such date, such amnendmnent, shall with respect to such State be effective
on July 1, 1969; except such amendment shall be effective earlier (in
the case of any State), but not before April 1, 1968, if a modification
of the State plan to comply with such amendment is approved on an
earlier date.

(2) The provisions of section 409 of the Social Security Act shall
not apply to any State with respect to any quarter beginning after
June 30, 1968.

(d) During the fiscal yearl ending IJunc 30, 1969, the Secretary of
Labor may, notwithstanding the provisions of section 433(e) (2) (A)
of the Social Security Act, pay all of the wages to be paid by the
employer to the individuals for work performed for public agencies
(including Indian tribes with respect to TIndianis on a reservation)
under special work projects established under the program established
by section 432(b) (3) of such Act and may transfer into accounts
established pursuant to section 433(e) (3) of such Act such amounts
as he finds necessary in addition to amounts paid into such accounts
pursuant to section 402 (a) (19) (1E') of such Act.

(e) Section 402(a) (8) of the Social Security Act (as amended by
section 202(b) of this Act) is further amended by striking out
"; and" at the end of subparagraph (A) and inserting in lieu thereof :
"(except that the provisions of this clause (ii) shall not apply to
earned income derived from participation on a project maintained
under the programs established by section 432 (b) (2) and (3) ) ; and".
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SECOND ANNUAL REPORT TO THE CONGRESS
WORK INCENTIVE PROGRAM (WI)

June 30, 1971

PART I - PROGRAM OUTLINE AND BACKGROUND

Program Description

The Work Incentive Program (WIN) is a training and employment program

authorized by Part~ C of Title IV of the Social Security Act as amended. The

goal of this program is to provide the necessary services and opportunities

to Aid to Families ith Dependent Children (AFDC) recipients to help these

individuals into meaningful jobs and economic independence.

WIN is administered jointly by the Department of Health, Education, and

Welfare and the Department of Labor. The Department of Health, Education,

and Welfare--through State welfare agencies--refers suitable AFDC recipients

to WI1N for enrollment and provides child care, medical, and other social

services as required. The Department of Labor--through the State Employment

Security agencies--provides the manpower services to enable recipients to

become wage-earning members of society.

WIN was an butgrowth of several earlier efforts to introduce the concept

of manpower services as a way to mitigate the problems of welfare dependency.

These earlier programs began with the passage of the 1962 amendments "o the

Social Security Act which established a Community Work and Training Program

for AFDC recipients 18 years of age or older. Title V of the Economic

Opportunity Act of 1964 expanded the concept through the Work Experience and

Training Program. Eligibility for this program was extended beyond welfare

recipients to include unemployed fathers in States that did not have an as.,is-

tance program for families with unemployed fathers. Both of these programs
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were administered by HEW. In 1965, Title V of the Economic Opportunity Act

was amended to provide for DOL participation in t6e manpower aspects of tho

program. Also, in 1965, the Manpower Development and Training Act was

amended to give increased emphasis and service priority to welfare clients.

WIN resulted from the experience with these programs and manpower

programs generally which indicated that the effective delivery of manpower

services for welfare recipients would require a greater effort. Under the

WIN legislation, the Secretary of Labor was required to establish work incen-

tive programs in all jurisdictions with significant numbers of AFDC recipients.

Welfare agencies were required to refer AFDC recipients ready for work or

training to WIN. Unemployed fathers were required to be referred within 30

days of receipt of public assistance. The legislation envisaged three

groupings of enrollees. One group would require only job placement. A

second group would require training and placement. A third group would

require the provision of subsidized public employment.

Program Dvelonment

Initial funding of WIN projects began in mid-July of 1968, with signi-.

ficant enrollments and program operations beginning the following October.

Early development of the program was hindered by legal barriers in State laws

relating to public assistance and to legislative requirements to provide

matching funds. Between July and October 31, 1968, WIN programs were funded

in 37 States and jurisdictions.i By June of 1969, only New Hampshire and

I/ Includes District of Columbia, Puerto Rico, Virgin Islands, a?'d Guam
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Nevada were outside the program. Nevada entered late in fiscal year 1970.

New Hampshire signed a WIN contract on June 15, 1971 and expects to begin

operations early in fiscal year 1972.

Program Approach

While the major thrust of the WIN program is to help individuals

prepare for and obtain employme nt, the traditional manpower services such

as basic education, vocational training, job development and placement are

not all that is required. WIN enrollees may not only lack the skills and

experience for steady jobs, but nay also have child-care responsibilities,

health problems, transportation difficulties, and other problems.

Based on priorities established by the Department of Health, Education,

and Welfare, the local welfare agency refers appropriate AFDC recipients to

the lccal WIN unit of the State &Vnloyment Service for their participation

in the program. The WIN employability team develops with each enrollee an

employability development plan which will enable the individual to qualify

for a job he can perform and hold. This plan is specifically tailored to

the needs of each enrollee and is composed of appropriate groupings of

components and services to meet his specific needs. Those participants in

need of special preparation to ensure job readiness are assigned to educa-

tional, work internship or work experience components, or skills training.

During this period participants receive a $30.00 per month incentive a-llowance

and such special technical and supportive services as may be required.

Enrollees identified as job ready are placed in a regular job or in

on-the-job training. While on the job, enrollees continue to receive
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supportive services from the WIN team for a period of from 90 to 180 days.

Where n& suitable training can be arranged and a job in the regular economy

cannot be found, the WIN sponsor is authorized to enter into agreements

with public agencies or private non-profit organizations for special work

projects. During enrollment in the WIN program the welfare agency continues

the basic assistance payment and furnishes funds for carfare and out -of-pocket

training expenses.

The Social Security Act permits female recipients who become employed

to retain the first $30 of their monthly earnings, plus the cost of work-

related expenses, plus one-third of the remainder. Unemployed fathers who

get jobs have these benefits only if they are employed less than 35 hours per

week. The welfare agencies may continue to pay for child-care until the

mother is able to assume the cost.

The concept of enrollment in the WIN program is different from most manpower

programs.* The individual is a WIN enrollee throughout his employability plan,

even during periods when he is not actively participating in training components.

Consequently, some individuals are classified in "holding" status and counted

in enrollment figures. Furthermore, a WIN participant remains enrolled for 90

to 180 days after being placed in employment.

The WIN model for program operations relies heavily upon three distinctive

tools or techniques: the employability development plan, the team concept,

and program flexibility.

The employability development plan ia the outline of program components and

supportive services developed jointly by the team and the enrollee to reach the

enrollee's occupational goal. A plan is developed for each enrollee not ime-
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diately referred to permanent placement. The initial plan, developed during

the intake period, is based on such items as evaluation of enrollee needs,

aptitude test results, labor market conditions, and the availability of appro-

priate training. This initial plan is progressively amended as the enrollee's

interests and aptitudes become better known to the WIN team, or labor

market conditions and other relevant factors change.

The WIN employability team usually consists of a counselor, work-training

specialist, job developer, coac1N and clerk. Sometimes a welfare case-worker

is attached to the team. The team works closely with the enrollee, each

member delivering his special service within the team setting. The team is

'home base " for the enrollee from initial enrollment to termination from the

program.

The flecibiity of the WIN concept is, perhaps, the most unique WIN feature.

Other manpower programs usually provided distinct service packages. In WIN,

however, the kind and source of training are identified only after the employa-

bility plan is developed. WIN may use public, private non-private or private

for profit training sources. Other programs may or may not provide manpower

and social supportive services, while a variety of such services are available

in WIN.

Program Elements

The WIN concept packages the complete range of manpower services available

separately in other manpower programs. The following paragraphs describe the

variety of manpower services available to a WIN enrollee. Normally, an enrollee

does not participate in all cC them. For instance, some enrollees enter employ-

ment and follow-up directly from orientation while others require basic education,

training, etc., before being placed in employment.
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Intake and Assessnent

During intake and assessment, the enrollee is evaluated to determine his

particular needs. lHe is interviewed by the WIN team, which assesses him using

tests, work sampling, and other evaluative tools. During this phase the initial

employabil1y plan is developed which details the steps the individual!! may

follow in his progress through the WIN program.

A period of "holding" may follow enrollment and ass assent, if training

courses, opportunities or other services are not immediately available. Although

the enrollee may not be actively in training during this time, he is still

enrolled and, as the opportunity arises is placed in the appropriate step of his

employability plan.

Orientation

Orientation includes all activities related to introducing the enrollee to

WIN. It might include a description of the nature of WIN and the types of

training available, an explanation of the sponsor's rules, information about

the enrollee's status while in WIN, and introduction to the WIN staff. The

employability portion'of the orientation may include such subjects as notivatio-

job interviewing techniques, application writing, what to expect from employers,

and other job-related subject.

Work Internship

Work internship permits enrollees to sample a variety of occupations and work

situations during a 10-week period. It also allows the team to find out more

about the enrollees' interests and aptitudes.

Work Experience

Work experience emphasizes the development of basic work habits and knowledge

of the world of work through job experience in actual work situations at public

or private non-profit agencies..
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Education

Educational services are provided to those recipients lacking the

minimum education necessary to obtain a job or participate in further

training. Major types of academic training are basic education and

General Education Development leading to a high school equivalency

certificate.

Institutional Training

Institutional training is classroom vocational education In

clerical, service, and semi-skilled to skilled occupations. Training

may be with public or private agencies. Courses may be developed specif-

ically for groups of WIN enrollees, or the enrollee may be referred on

an individual basis to a particular course.

On-The-Job-Training

On-the-job-training Is skill training provided by a public or

private employer. The employer pays wages to the trainee and is

reimbursed for some or all the training costs incurred. The enrollee

may continue to receive an adjusted welfare payment depending on his

or her earnings and welfare standards in the particular State. During

on-the-job-training, supportive services may continue.

Para-Professional training

Para-professional training offers classroom vocational education

and practical work experience geared to entry-level jobs in public

service. Training is with public and private nonprofit agencies and

in most cases is coupled with remedial education and general. educational

development.
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Follow-up

Follow-up is a series of team-enrollee contacts during the

enrollee's first 90 to 180 days in a permanent job. The team sees

that supportive services needed to assure enrollee adjustment are

furnished when needed. The enrollee may even be recycled into other

WIN training if the job proves unsatisfactory.

Intensive Follow-up

Intensi-ve follow-up is close supervision and assistance to those

enrollees who are particularly inexperienced or unsure of themselves

in their new job placement. WIN arranges for up to eight weeks of

greater than normal supervision by the employer where a need is indicated.

Special Work Pro~iects

Special Work Projects are subs4-dized work with public or private

non-profit agencies in unskilled or low-skilled jobs for enrollees

who cannot benefit from work, experiJence, or training situations in

the regular economy.

Suspense

Suspense is a category for WIN participants who enroll in other

manpower programs as part of their employability plan. For example,

a WIN team determines that an enrollee has an aptitude and interest

in upholstering and a Manpower Development and Training Act (MDTA)

class in upholstering has space for the enrollee. He is placed in

"suspense"' for training with the MDTA program and continues to receive

supportive services from his WIN team.
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Relocation Assistance

Relocation assistance is aiding WI1N participants to move, with

their consent, to jobs in other areas that will enable them to become

permanently employable and self supporting. Reasonable costs of

transportation for participants, their dependants and household belongings,

plus a relocation allowance are payable.

Holding

Holding is suspension of normal enrollee participation in WIN

program activities due to personal or programmatic factors. Counseling,

employment preparation or additional orientation activities are carried

on during holding periods.

Appeals and Grievances

There are grievance and appeals systems available to WIN enrollees.

During enrollment processing each enrollee is given a pamphlet and briefing

on the appeals procedures and his rights while he is in the program.
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PART II - PROGRAM STATUS

Founding

A total of $269 million has been appropriated for WIN manpower

activities through fiscal year 1971. For fiscal year 1969, the cost for

29,100 man-years of training was $31 million, or an average of $1,069

per man-year. Federal administratIon costs were $2,100,000. WIN

provided 80,000 man-years of training in fiscal year 1970 at a cost of

$77.7 million, or an average of $971 par man-year. Federal administration

costs were $5.28 million. During fiscal year 1971 it is estimated that

111,500 man-years of training was provided at a cost of $118.8 million,

or $1,.065 per man-year. Federal administrative costs were $7.48 'Million.

WIN funds were initially allocated among the States on the basis of

concentrations of AFDC recipients and demonstrated capacity to operate a

manpower program. As the program has developed, huvever, more emphasis

has been placed on the ability of the States to enroll and provide

services to the clients and, nost importantly, on the ability of each

State to make contributions to "match" the Federal allocation. The

WIN matching formulas require that the State provide 20 percent of the

total WIN manpower costs and 25 percent of the costs of child-care,

medical examinations, and other supportive services including certain

work and training related expenses.

Enrollment

There have been nearly 267,000 enrollments in WIN from its beginning

in August, 1968, through April 30, 1971. By that date end-of month enrollment
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was 112,336, up 25% from 89,4.45 a year ago. During the first half of

fiscal 1971 the net gain of enrollments over terminations averaged 2,400

per month.. This expansion rate dropped sharply to only 750 per month

during the period of January through April as terminations increased

more rapidly than enrollments. A new regional office management

information system has been put into use to help identify the causes

of the reduced rate of growth and to institute corrective action.

A favorable aspect of the date in Table 1 is that "completions",

one component of the total termination figure, increased from an average

monthly rate of 1,436 in the first half of fiscal year 1971, to 1,887 in

the 4-month period from January to April 30, 1971, an increase of about 33

percent. During the same period, "dropouts" and "other" terminations

increased from 5,382 to 6,787 , or about 26%.

Program Results as of April 30. 1971

WIN has placed more than 44+,100 people in regular jobs since the

program began. Some 12,900 of these workers have been placed within

the past six months, and are still receiving follow-up services from the

program. Another 31,200 have completed follow-up and have successfully

terminated from the program (Table 2).

Because the WIN program began to reach substantial operating levels

only recently, a large portion of these 267,000 enrollees (4+2 percent)

are still in the program, a decrease from 56 percent a year ago. A

WIN enrollee is counted as active in the program unti. he has been

placed on a job for at least three months, or has been terminated for

other reasons. Of the 267,000 who have entered the program, 99,457



TABLE 1
Nev Entrants, Terminations, and Month-End Enrollments by Month, May 1970 to April 1971

Dropouts Other
End of Month
Enrollment

1,314 3,799 92,075

Month
and
Year

June

July

August

September

October

November

December

1971
January

February

March

April

Mew
Entrants

8,905

8,909

9,257

9,377

9,295

8,068

8,266

10,732

10,856

10,464

9,099

7,471

Total
Terminations

6,285

6,429

7,138

6,369

6,650

6, "5

6,160

8,153

9,152

8,964

8,659

7,921

*266,649 154,313

*Cumulative Total
7/1/68 - &/30/71

31,248 32,052 91,021

(123,073)

1,488

1,448

1,341

1,569

1,388

1, 363

1,716

2,039

1,939

1,846

1,749

3,789

4,391

3,708

3,752

3,679

3o485

4455

5,138

5,180

4,781

4,475

94,555

97,181

100,189

102, 834

104,457

106,563

109,142

110,059

111,751

112,191

112,336

Completions

1,172

1,152

1,299

1,320

1,329

1,378

1,312

1,982

1,975

1,845

2,032

1,697
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TABLE 2

Number of WIN Enrollees and Graduates at Work

April April

1970 1971

Le-job training ................ 661 1,.416

.al work projects .............. 976 l1149

work experience..............NA 3,503

At work and receiving follow-
UP services.... .........oe.....12,282

At work after 90 or 180 day
follow-up ............... v.... *747h

TOTAL 26,666

12A879?

50,187

65-745 0 - 71 - pt. 1 - 41



632

(33 percent) are presently in WIN training,/ 12,879 are working

at jobs but still receive follow-up services from the program, 31,240

have successfully completed the program, and another 123,073 have left

the program prior to completing their employability plan (Table 1). A

number of these individuals have probably obtained jobs on their own.

Many of those who are working are still being assisted by the WIN

program (Table 3). They are either in on-the-job-training (1,416), or

in regular jobs but receiving follow-up counseling by WIN staff (12.,879).

About 4,650 persons are working in Special Work Projects snd other

subsidized jobs. Another 31,240 persons have been employed through

the follow-up period and terminated from WIN. Altogether, the 50,187

persons working in jobs represent a WIN achievement; these workers -

former -welfare recipients - have been brought to the level of a wage-

receiving, working situation.

Available fiscal 1971 reports (Table 4 and Appendix Table A-2) for

nearly 7,000 employed terminees indicate relatively little overall change

in hourly earnings over previous years. Average hourly wages In major

categories ranged from a low-of $1.91 In service work to a high of $2.92

in structural work. Average hours worked per week dropped by one hour

over the year to a total of 38.7. For all occupational categories,

average hoa-'ly earnings of WIN graduates approyimated $2.28 during

the period July 1, 1970 through March 31, 1971.

Including persons who are enrolled In other manpower programs and

are in "suspense" status.
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TABLE 3

STATUS OF WIN~ ENROLLEEM

Comparative data on enrollments in WIN for
Apr] 4 1970 and April 1971, with percent of change

April 1970 April 1971 % Change

Total 844112,36 + 25.6

In other manpower Programs 4,523 6,122 + 35.4

Orientation and Assessment 6,517 8,697 + 33.5

Triin2.99 52.162 + 21.3

Basic education 19,A50 22,714 + 16.8
Vocational training 18,901 25,860 + 36.8
Other training 3,986 2,172 - 45.5
On-the-job-training 661 1,416 +1114.2

Job xperence4.652

Special work projects 976 .1149 + 17.7

Other types of work experience NA 3,503 --

Hlig22.114 27.824 + 25.6

Intake phase holding 7,096 5,.240 - 26.2

Component Hodn 15,053 22,584 + 50.0

Program related (Holding between
components) NA 7,318

Job ready (Awaiting job placement) NA 7.445
Holding due to problems not related

to WIN program NA 7,821

Follow-Up 12,282 12,879 + 4.9

Not.- NA - Not Available



TABLE 4

Average Hourly Wages and Average Hours Worked Per Week of WIN
Deployed Termizees, by Major Ocqupstiozral Category

Fiscal Years 1971 Y&1970

Reports for I Average IAverage Hours
Enploycd Terminees j ourly Wage j Per Week

197 Fry970 ____

Major Occupational Category,

U.S. Totdi

I - Profess:onal, Technical, Managerial

2 - Clerical and Sales

3 - Service

4 - Farming, Fishery, Forestry

5 - Processing

6 - Machine Trades

7 - Bench Work

8 - Structural Work

9 - Miscellaneous

Occupation not reported

Number Percent Ilutber Percent
of of

total tota IQ.~7j 19 0 1971 1970
1C0O i 10 0:1 2.2 Ml~

82'. 12 '.10 T J2.58 2.59 38.. 39-1

9,04.3 30 1,362 23 2.1T 2.15 38.6 39.2

1,705 25 1,200 20 1.91 1.94. 38.0 39.2

106 2 103 2 2.38 1.98 4.0.2 '.1.T

217 3 301 5 2.4.8 2.'.8 39.4. 39.8

311. 1 325 5 2.55 2.1.8 '.0.0 '.0.1.

364. 5 '.1' 7 2.11 2.15 39.7 39.6

50'. 7 '778 13 2.92 2.75 38.9 '0.3

632 9 809 13 2.56 2.52 39.7 '.0.3

198 3 319 5 2.30 2.25 39.3 '.0.1

I/ Eased on i/A-ic'. reports received from July 1, 1970 through March 31, 1971.
2/ Baccd cn I1A.410'. reports received from Jarnuary 1, 1969 through Vay 31, 1970.



635

The slight downturn in hourly entry level earnings.,from $2.31 the

previous year to $2.28 for fiscal 1971 WIN graduates,iwas primarily due

to substantially increased placements in clerical, sales, andi service

categories. These occu?atiofnl groups -- employing more than half of

the employed terminees reported on and largely filled by women --

reported wages appreciably below the national WIN average.

The bulk of the remaining employed terminees were spread ovar

several categories. About one-eighth of the total were engaged in the

professional, technical, and managerial field with another 9 percent in

the "miscellaneous" groap. Structural work accounted for 7 percent of

the employed total while the machine trades and bench work account for

4 and 5 percent, respectively.

Job opportunities for female WIN enrollees are largely concentrated

in the clerical and sales, service, social welfare, and health fields,

with some opportunities in the professional, technical and management

category. Thus WIN training emphasizes basic education, clerical skills,

keypunch operations, licensed practical nursing, and nurses' aide

training for the women. The job opportunities for male enrolleeas encovnp9ss

the whole range of occupatiuns normnlly found in the labor market. The

most frequent types of placements for men are for jobs in structural,

bench work, machine skills, processing, and frming skills areas. The

largest reported group of male placements is in the miscellaneous

category.
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Enrollee Characteristics

Data for fiscal year 1971 (to March 31, 1971) indicate that the

majority of WIN enrollees (64 percent) are women, dowvi from 71 percent

last year. More than half the enrollees (56 percent) are white, up

from last year's 52 percent; 39 percent are Negro; 16 percent Spanish

surnames (down from 20 percent last year); and 5 percent are members

of other minority groups such as American Indians and orientals. (Table 5)

The typical WIN enrollee is a school drop-out, with 19 percent

having completed eight grades or less; and another 42 percent have not

completed high school. Severely under-edu3ated enrollees--persons with

no more than an eighth grade education were down from 32 percent in

fiscal year 1969 and 24 percent in fiscal year 1970. The number of

enrollees with better than high school education has increased from

28 percent in fiscal year 1969 and 32 percent in fiscal 1970, to 39

percent in fiscal year 1971.

About 68 percent of all enrollees are in prime working years--between

ages 22 and 44; five percent are 45 and over; and 27 percent are tuider

ago 22. Participation of enrollees under age 22 has increased from

16 percent in 1969, 22 percent in 1970 to 1971's 27 percent. This

rise in youthful participants may be due to the improved ability of

caseworkers to deal with the special problems of this group.

The sharp jump in male enrollment from 29 percent in 1970 to 36 percent

in 1971 reflects the impact of the recent economic downturn which forced

them onto welfare after exhausting their unemployment insurance benefits.
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The slight downturn in hourly entry level earnings from $2.31 the

previous year to $2.28 for fiscal 1971 WIN graduates.,was primarily due

to substantially increased placements in clerical, sales, and service

categories. These occupational groups -- employing more than half of

the employed terminees reported on and largely filled by women --

reported wages appreciably below the national WIN average.

The bulk of the~ remaining employed terminees were spread over

several categories. About une-eighth of the total were et~gaged in the

professional, technical, and maniagerial field with another 9 percent in

the "miscellaneous" group. Structural work accounted for 7 percent of

the employed total while the machine trades and bench work account for

4 and 5 percent, respectively.

Job opportunities for female WIN enrollees are largely concentrated

in the clerical and sales, service, social welfare, and health fields,

with some opportunities in the professional, technical and managcment

category. Thus WIN training emphasizes basic education, clerical skills,

keypunch operations, licensed practical nursing, end nurses' aids

training for the women. The job opportunities for male enrollees encop~ss

the whole range of occupations normally found in the labor market. The

most frequent types of placements for men are for jobs in structural,

bench wark, machine skills, processing, and farming skills areas. The

largest reported group of male placements is in the miscellaneous

category.
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Enrollee Characteristics

Data for fiscal year 1971 (to March 31, 1971) indicate that the

majority of WIN enrollees (64 percent) are women, dowvi from 71 percent

last year. More than half the enrollees (56 percent) are white, up

front last year's 52 percent; 39 percent are Negro; 16 percent Spanish

surnames (down from 20 percent last year);'and 5 percent are members

Of other minority groups such as American Indians and Orientals. (Table 5)

The typical WIN enrollee is a school drop-out, with 19 percent

having completed eight grades or less; and another 4- percent have not

completed high school. Severely under-educated enrollees--persons with

no nore than an eighth grade education were down front 32 percent in

fiscal year 1969 and 24 percent in fiscal year 1970. The number of

enrollees with better than high school education has increased from

28 percent in fiscal year 1969 and 32 percent in fiscal 1970, to 39

percent in fiscal year 1971.

About 68 percent of all enrollees are in prime working years--between

ags2 n 4 iepretae45 and over; and 27 percent are under

agc 22. Participation of enrollees under age 22 has increased -from

16 percent in 1969, 22 percent in 1970 to 1971's 27 percent. This

rise in youthful participants may be due to the improved ability of

caseworkers to deal with the special problems of this group.

The sharp jump in male enrollment from 29 percent in 1970 to 36 percent

in 1971 reflects the impact of the recent economic downturn which forced

then onto welfare after exhausting their unemployment insurance benefits.
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TABLE 5

Selected Characteristics of WIN Enrollees by Year

FY FY IFY
1969 1970 1971 1

Characteris tics (percent) (percent) (Percent)

TOTAL 100

Sex
Male
Female

Ra ce
White
Negro
O ther

Education
8th grade or lass
9th thru 11th
12 th and over

Age
Under 22
22 - ".
45 and over

Head of household

Spanish surname

VTo March 31, 1971
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"Holding" Categories

Although holding was a major problem in the early d'~ys of WIN,

there has been a general Improvement in the ability to move enrollees

through their training plans wiEthout long delays. Table 6 shows

decreasing percentages in the categories of "program-related" and

"intake phase" holding. The tight labor market and increasing difficulties

in finding suitable job opportunities for WIN graduates is displayed in

tha monthly increases in the "Job-entry" holding category. "Non-program

related" holding reflects enrollee problems of illness, child-care and

other conditions associated with poverty. This category has remained

stable as a percentage of current enrollment.

Terminee Characteristics

Of the 154,313 enrollees who have terminated from the WIN program

through April 30, 1971, about 123,000 left without completing their

employability development plan. Some 20 percent (31,000) successfully

completed WIN; another 21 percent (32,000) left early "Without good cause".

However, the bulk of early terminations, the 91,000 "other" termination,

resulted from good causes such as illness, family care problems, pregnancy,

and many other justifiable reasons (Table 7).

Table 8 gives information about the characteristics of 60,000

enrollees who were terminated from the WIN program during fiscal year

1971 (through March 31, 1971). Selected characteristics of terminees

are compared by category of termination--"~completers", "other (good

cause), and 'Uropouts".



TABLE 6

-Holding Categories as a Percent of End of Month Enrollment, by Month
May 1970 - April 1971

Non-
Month End of Program
and Month Related
Yea Enrollment Hodng

1970

May
June
July
August
September
October
November
December

1971

January
February
March
April

92,075
94,555
97,181

100,189
102,834
104,451
106,563
109.142

110,059
111,751
112,191
112,336

Non-Program
Related
Holding
as % of

E.O.M.
Enrollmen~

2,247
5,657
5,948
6,463
6,008
5,860
5,616
7,790

7,968
8,478
8,247
7,821

Program
Related
Holding

13,648
11,138
11,717
13,792
12,141
10,800
10,711
9,263

8,450
7,830
7,520
7,318

Program
Related
Holding
as % of Job
E.O.M. Entry

Enrollment Holding

14.8
11.8
12.1
13.8
11.*8
10.3
10.1

8.5

Job Entry
Holding
as % of

E.O.M. Intake
Enrollment Phase

7,288
7,203
7,094
7.136
6,728
6,043
6,028
6,930

6,428
5,921
5,725
5,240

1,648
2,560
3,720
4,290
4,413
4.415
4,731
6,358

6,677
6,908
7,177
7,445

Intake
Phase

as % of
E. 0.M.

Enrollment
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TAHKE 7

Reasons for Termination from t WIN Program
December 31, 1970 z1

(percent distribution)

Approximate
Reason for Termination Percent Number of

Enrollpes 2

Total10

Completed employability plan 20 31,240

Dropouts 20 32,050
Cannot locate 4 6,200
Refuse to continue 13 20,.050
Administrative separation 3 5,800

Other terminstions 60 91.000
Full time school 1 p0
Armed forces 1,30
Commnitted to institution 1 1,00
Illness 11 16,600
Pregnancy 4 6,000
Care of Family 10 15,100
Transportation problems 2 3,000
Moved from area 7 10,500
Death 2
Returned to welfare 3 4,200
Appeal accepted R
Referred in error 2 3,O0
Other 19 29,100

1/Based on a sample of 29,000 termination reports.

Less than j- of one percent.

2/Extrapolated from percentages found in the sample of 29,000
termination reports.



TABLE 8

Distribution of Ehrollees Terminated 7/1/70 to 3/31/71 by Category of Termination as
Percentages of Selected Characteristics of AII. Terminations for Which Data Available

Total Terminations .Corn leters "Other Terminees" "Dro uts"

Characteristics Nunber Fercent ,a er ercent Number Percent Number Percent
TOTAL 60,0441 100.0 13,184, 22.0 314,020 56.6 12,81,0 21.4,

Sex

£Male 20,104, 100.0 1 1%f 21.9 10,503 52.2 5',190 25.8
Female 39,724, 100.0 8,769 22.1 23,4,29 59.0 7,526 18.9

Race

White 32,951 100.0 7,279 22.1 19,159 58.1 6,513 19.8
Negro 23,799 100.0 5,299 22.3 12,84,7 54,.0 5,653 23.8
Other 2,086 100.0 4,31 20.7 1,204, 57.7 4,51 21.6

Education

8th grade or loe 14,,831 100.0 2,658 17.9 9,029 60.9 3,1441 21.2
9th - 11thn grade 25,798 100.0 4,,724, 18.3 14,,670 56.9 6,4,04 24,.8
12th grade or more 19,316 100.0 5,793 30.0 10,24,7 53.0 3,276 17.0

22 and under 12,869 100.0 1,652 12.8 7,4,85 58.2 3,732 29.0
22 - 441 4,2,1,28 100.0 10,132 23.9 23,792 56.1 8,50, 20.0
4,5 and over 4,,690 100.0 1,394, 29.7 2,700 57.6 596 12.7

Head of Household 52,007 100.0 12,0,1 23.2 29,292 56.3 10,671 20.5



WIN Interagency Activit

During fiscal year 1971, the Departmnent of Labor and the Departmnent

of Health, Education, and Welfare made concerted efforts to improve

coordination between the two agencies at both the National and the

regional levels. The interagency task force which had been established

in fiscal year 1970, continued to meet regularly, and joint technical

assistance visits have been carried out by National Office staff. A

joint instruction to the Employment Service and Welfare agencies on

sources of "~in-kind"~ contributions to meet the 20 percent State matching

requirements is the final stages of preparation. Another joint issuance

would establish a HEW/DOL WIN interagency working group to assure maximum

cooperation and coordination at beth regional and local levels. The

increasing delegation of decision making authority to the regional

offices underscores the need for interagency work groups at all levels.

There was increased involvement of Vocational Rehabilitation agencies

in WIN during fiscal year 1971. Two conferences involving manpower,

social welfare and rehabilitation agency representatives were held to

examine the interdependency of their programs, and to develop improved

delivery systems for rehabilitation services and model ser-vices

agreements for manpovar agencies and rehabilitation facilities.

On the local level, several projects are engaged in joint Employment

Service-Welfare-.Vocational Rehabilitation assessment of referrals. Some

of these interagency teams deal only with medical problems, while others
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cover all aspects of the enrollee. In other projects, Vocational

Rehabilitation agencies are cooperating with WIN teams in identifying

medical problems of enrollees. Many -welfare agencies have established

special WIN units that work jointly with ]Dnployinent Service WIN staff

to improve WIN serviclcs.

'Welfare Sevingl from WIN

According to HEW reports based on the complete history of the WIN

program, State-compiled figures show that savings to public assistance

agencies because of reduced payments attributable to employment or on-the-

job-training was estimated to be about $10 million dollars. Also, for

all cases closed through December 1970 (20,000), the total estimated

annual savings would be $50 million dollars. For a case to be closed,

there would need to be earnings at a rate te at least equal the

assistance payments, work expenses, and the mandatory disregarding of

earned income.

Table 9 shows maximum monthly welfare payments to AFDC recipients

by States and the hourly earning levels required to remove AFDC

recipients from welfare rolls in each State.
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TABLE 9

State Welfare Payment and Earnings Levels Needed to Repqve
AFDC Recipients from Welfare Rolls (Family of Four)V

Highest Monthly Payments
made by State Welfare to Hourly Earnings Levels

State AFDC Recipients - March. 1971 Required to Remove
Monthly Hourly AFDC Recipient from
Payment Equivalent Welfare Rolls 2/ 3/

1. Mississippi $60.00 $0.35 $0.77
2. Alabama 81.00 .47 .93
3. Arkansas 106.00 .58 1.04
4. South Carolina 103.00 .59 1.06
5. Louisiana 109.00 .63 1.12
6. Tennessee 129.00 .74 1.25
7. Missouri 130.00 .75 1.27
8. Florida 134.00 .77 1.30
9. Georgia 133.00 .77 1.30

10. West Virginai 138.00 so0 1.34
11. Nevada 143.00 .82 1.37
12. Indiana 150.00 .86 1.46
13. North Carolina 158.00 .93 1.52
14. Arizona 167.00 .96 1.60
15. Maine 168.00 .97 1.62
16. Texas 179.00 1.03 1.71
17. Oklahoma 185.00 1.05 1.73
'8. New Mexico 182.00 1.05 1.73
19. Kentucky 187.00 1.08 1.78
20. Delaware 187.00 1.08 1.78
21. Utah 187.00 1.08 1.78
22. Maryland 196.00 1.13 1.83
23. Ohio 200.00 1.15 1.90
24. Nebraska 200.00 1.15 1.90
25. Wisconsin 217.00 1.25 2.05
26. California 221.00 1.27 2.08
27. Oregon 225.00 1.30 2.12
28. Wyoming 227.00 1.31 2.14
29. Montana 228.00 1.31 2.14
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Highest Monthly Payments
made by State Welfare to Hourly Earnings Levels

State AFDCReciients - March, 1971 Required to Remove
Monthly Hourly AFDC Recipient from
Payment Equivalent Welfare Rolls 2/ 3/

Colorado
D.C0.
Iow1a
Idaho
Kansas
Virginia
Hawaii
Rhode Island
Illinois
North Dakota
Michigan
New Hampshire
Minnesota
South Dakota
Washington
Pennsylvania
Vermont
Connecticut
New York
New Jersey
Massachusetts
Alaska

235.00
238.00
243.00
242.00
251.00
261.00
263-00
263-00
284.00
284.00
293.00
294.00
299.00
300.00
303.00
313.00
327.00
330.00
336.00
347.00
349.00
375-00

1.36
1.37
1.40
1.40
1.45
1.50
1.52
1.52
1.63
1.63
1.69
1.70
1.72
1.73
1.75
1.80
1.89
1.90
1.94
.2.00
2.01
2.16

2.22
2.23
2.28
2.28
2.36
2.40
2.42
2.42
2.6).
2.61
2.70
2.72
2.75
2.77
2.80
2.87
3.00
3.02
3.08
3.16
3.18
3.26

2/ Based on HEW data: Table 4, Aid to Families with Dependent Children: Monthly
Amount for basic needs under full standard and payment standard and largest
amount paid for basic needs for a family consisting of7 four recipient by
State, March 19711 NCSS May 1971.

2/ Hourly earnings levels required to remove persons from welfare with considorst"o
ot WIN program incentives and $30 and 1/3 earings dicregard.

2/ Applies for female heads of household only. If male works more than 35 hour-O
a week at any wage his welfare services are terminated.

BEST COPY AVAILABLE

65-745 0 - 71 - Pt. I - 42

30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49;.
50.
51.
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PART III - PROBLEMS AND PROGRESS

Introduction

As the WIN program has moved from start-up operations to maintaining

program growth and improving program quality, some different problems have

been encountered. In prior years, perhaps the most important problem was

getting an adequate number of referrals from welfare agencies. A second

major problem was that of moving the new enrollees directly into training

or employment.

While the above problems still exist, they are limited to certain

localities. Major issues now include the requirement that State welfare

agencies provide matching funds for WIN manpower activities, child-care, and

the other welfare supportive services required to maintain WIN enrollees.

States generally are experiencing fiscal difficulties, particularly with

regard to support for the welfare system. States are also tempted perhaps

to lookc past present WIN needs to the proposed welfare reform program which

will be less costly to tbanm.

Holding, while not the critical national problem it was last year, con-

tinues to be a serious problem in some States. Nationally, only one aspect

of holding-increased significantly during fiscal year 1971, that is holding

for job entry. No real improvement is expected in this area until there is

a substantial impruvement in the labor market.

The difficulties reported last year with regard to the establishment of

Special Work Projects continued. No significant progress was made in getting

States to establish them.

State Matching

A major problem in the WIN program has been the legal requirements that

States provide matching funds. For the WIN manpower activities, States must pay
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20 percent of total program costs. For welfare supportive services and

child care costs 25 percent State matching is required; and for welfare

administrative expenses, the State must provide 50 percent of the funds.

In fiscal year 1971 twenty-two States were forced to either cut back

their WIN programs or were unable to expand their programs as desired due

to the lack of State matching funds for manpower or social supportive services.

To offset the lack of cash matching, the Departments of Labor and Health,

Education, and Welfare are now preparing a joint issuance on WIN in-kind

matching contributions. This issuance should speed the development of

in-kind matching and provide for limited program expansion In those States

that are short of funds. Regional offices in their monitoring activities

will assist by helping to identify possible sources of in-kind contributions.

In those States without sufficient matching funds for welfare activities,

WIN enrollee participation in training and employment has also been affected

to the extent that there are insufficient funds to pay for child-care, trans-

portatior and other supportive services.* Staff shortages in welfare agencies

due to lack of matching funds for administrative salaries has affected the

ability of welfare agencies to screen referrals to WINI and to provide com-

prehensive supportive services to WIN enrollees.

Under-Utilization of On-The-Job Training (OJT)

WIN-OJT continues to be underutilized although enrollment has increased

from 661 on April 30, 1970, to 1,16 on April 30, 1971. WIN enrollees now

receive a 48 hour referral priority for all National Alliance of Businessmen-~

Job Opportunities in the Business Sector (NAB-JOBS) OJT openings.
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There were 722 WIN enrollees suspended to NAB-JOBS OJT openings on

April 30, 1971.

WIN-OJT expansion has been limited for the following reasons:

(1) procedural difficulties within the States which require a time consuming

State approval process for local OJT contracts

(2) the failure of States to prov-ide adequate training to WIN teams in OJT

procedures

(3) State organizational structures which separate OJT and WIN functions,

thereby negating the WIN concept of job development tailored to meet the

individual's needs

(h)) reluctance of States to develop WIN-OJT when it is easier to use other

types of training.

A simplified OJT system has been devised for WIN and will be available

shortly to the States. Comments received from job development staff in two

States who have been trained in the use of the new WIN-OJT system indicate

that the new procedures greatly improve staff capability to interest

employers in OJT contracts.

Reporting Activities

Certain program problems were not readily identifiable under the original

program reporting system. A more comprehensive information system tailored

to current program components, and showing a breakdown of "holding" into

initial component, program related, non-program related and job entry

holding, was installed in May 1970. The new system permits more detailed

an alysis of enrollee trends and permits regional and national office staff

to discover or anticipate problem areas. Training of State and regional
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WIN staff in the new reporting system has led to more uniform reporting

procedures. Decentralization of data collection to the regional offices

with data verification by the regions, is underway and should facilitate

problem identification and the initiation of corrective action.

A regional management control system was established in fiscal 1971 and

will be expanded in fiscal 1972, This new system will enable regional

managers to more realistically plan and manage programs under their juris-

diction. Deviation from established goals and plans can be noted and

immediate corrective action initiated.

Monitoring

The limited amount of Federal monitoring has contributed to the under-

development of the WIN program in many States and has denied the regional

administrators the information necessary to carry out their responsibilities

for program administration.

The individual nature of WIN projects in adapting to local conditions

requires that each project be monitored regularly. Reorganization of the regional

offices has been completed which makes more staff available for monitoring

and providing technical assistance to all manpower programs.* This permits

regional office staff to deal more effectively with the heavy workload that

individual project monitoring demands.

In addition, a Regional Monitoring Handbook is developed and will be

distributed to the regional offices during August 1971. This handbook will

provide a uniform system and method for monitoring and will improve the

gathering of useful Information with which to evaluate WIN program performance.

As monitoring coverage expands, program problems at the project level should

be more quickly identified and solved.
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Early Terminations_

The relatively high number of early terminations have offset gaines

toward the WIN goal of removing families from the AFDC rolls. As of April

30, 1971, 123,073 WIN enrollees, nearly 80% of all terminations had left

prior to completion of their employability plans. The AFDC population

has many problems which may affect adversely their participation in WIN.

The factors contributing to welfare eligibility--unemployment, incapacity,

absence or death of the breadwinner-suggest that most AFDC recipients have

many difficult problems. The personal problems of recipients are often so

pressing, necessitating immediate attention, that engergies normally directed

toward training and employment must be temporarily suspensed. It may happen

that the assistance check is stolen from the mailbox; injury or illness may

strike a family member; or the building in which the family is living may be

scheduled for demolition and new housing seems unavailable. A recent HEW

nutritional survey revealed that one-fourth of the people with Incomes below

the poverty level were anemic to a degree requiring medical attention.

Poor health is a maj or cause of irregular attendance during training and

employment.

Another consideration in the problem of early terminations is the fact

that a majority of the female WIN enrollees have volunteered to participate

in the program. As volunteers they have the right to withdraw from the

program without the application of sanctions. Quite often, a mother will

leave the program because of a temporary crisis in the home and may or may

not return later when the problem has be solved. Welfare',jgencieE follow-

up those recipients who are terminated and many have returned to the program

after additional supportive services have been provided.

Regional office staffs have been asked to Intensify their efforts to

determine causes of early terminations. Increased monitoring of WIN projects

by regional ox'ice staff is expected to modify the early termination rate.
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PART IV - MANPOWER SERVICES UNDER WELFARE REFORM LEGISLATION

Serious problems in the nation's welfare program led to recommendations

by the President in 1969 for a major overhaul. of the entire s.ystem. The

Administration's welfare reform proposal was designed to furnish income to

all needy families with children, and to provide training and employment

opportunities for those individuals able to work. The essential concepts

of the Administration's proposal aro contained in H.R.l, the bill approved

by the House of Representatives on June 22, 1971. Many of the problems

encountered in the WIN program will be corrected by this new legislation.

The bill establishes a new Opportunities for Families Program (OFP) in

the Department of Labor. Under OFP the Labor Department will have entire

responsibility for those families in which at least one person is required

or volunteers to be available for employment. Other families will be

enrolled in the Family Assilance Plan administered by the Department of

Health, Education, and Welfare. No longer will recipients be lumped toget-

her without any regard for their ability to enter the labor force. In

addition, the divided administrative responsibility in the WIN program will

be ended.

H.R.1 gives the Secretary of Labor flexible authority to administer the

program in a manner that will achieve the greatest results in reducing

dependency. State or local agencies--such as the State Employment Service--

can be used whenever the Secretary believes them to be the most effective

agency%
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A strengthened work requirement is contained in the welfare reform bill.

All individuals, except those specifically exempted by law, will be required

to register for employment or training. Under WIN, the difficult task of

deciding who whould be required to take training or enter employment was

left to State welfare agencies who were not always in sympathy with the

program's work objective. Uniform national standards for mandatory regis-

tration for manpower services should greatly increase the number of persons

who are available for employment. R'ffusal to accept work or training without

"good cause" will result in a substAntial loss of benefits.

R.R.l also offers several stronger work incentives than those in WIN.

For those enrollees in MDTA-like training the monthly $30 OFP training allow-

ance will be supplemented by an amount equal to the difference between the

allowance payable under the Manpower Development and Training Act and the

Family Assistance benefit. When the trainee is placed in permanent employment,

the first $60--instead of the present $30--plus one-third of the remainder of

his earnings will be "disregarded" in calculating the family's welfare benefit.

The "income disregard" provision insures that the recipient will always be

better off by going to work.. Under the AFDC program, this work incentive

was not available to two parent familt.es; H.R.l corrects this defeat.

For the first time, the "working poor"--poverty level families in Which

the head of household is working--will be covered by the new program. The

inequity of the present system, where some working families have less income

1!Exempt fro mandatory registration are (1) anyone ill, incapacitated or of
advanced age; (2) a mother or relative of a child under age three (age six
until 1974~) who is caring for the child; (3) a mother of a child if the father
or other ad,:Ilt male is registered; (4) a child under 16, or a person under 22
and a student regularly attending school or vocational training; (5) one caring
for an. ill or incapacitated family member. Those exempt under (2), (3), (4)
or (5) may volunteer for manpower services and employment.
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than those who receive welfare payments, will be eliminated. Thus, the

incentive to drop out of the work force to go ori welfare will be removed.

Greatly increased training opportunities will make it possible to move

more recipients toward a self-support status. In addition to WIN, 225)O0

OF? training opportunities will be provided in the first full year of the

program. Federal funds will pay for the entire training program, ending the

20 percent State matching requirement that has handicapped the WIN program.

The Secretary of Labor will also be authorized to utilize other manpower

programs in order to fulfill the purposes of the Act.

The prO!nlems experienced in implementing the WIN Special Work Projects

component arose largely from the complex financial arrangements of the

program and the necessity for the State to contribute a large share of the

participants' wages. Under the welfare reform bill, 200,000 public serV'~ce

jobs will be provided in the first full year. Through grants or contracts

with public or private nonprofit agencies, employment will be provided in a

wide variety of fields such as health, education, recreation, and environ-

mental improvement,

To encourage movement of recipients into unsubsidized jobs, Federal

'funds will pay 100 percent of the cost of employing a recipient for one year,

75 percent during the second year of employment, and 50 percent during the third

year. Training components and semji-annual review of the possibilities of

moving individual recipients into unsubsidized employment will be utilized to

insure that these jobs are transitional in nature.
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The national shortage of child-care services has been a major impediment

to the WIN program. Under H.R.l, child- care costs will be wholly financed

with Federal funds, and States will be relieved of the 25% State match-Ing

requirement. The Department of Health, Education,, and Welfare Will be

authorized to develop new child-care resources, including the construction

or renovation of facilities, which has not been possible under WIN. The

Secretary of Labor--under the Opportunities for Families Program--will be

charged with the responsibility for locating and purchasing child-care and

social supportive services for individuals registered for training and employ-

ment.

Under WIN, public subsidy of child-care is reduced according to the amount

of earned income and may terminate shortly after employment commences.* Under

the welfare reform measure, child-care assistance could be continued to avoid

the possibility that the training investment would be lost due to lack of

adequate child-care arrangements.

Much has been learned from the WIN experience over the past two and one-

half years. Solutions to the more significant program difficulties have been

included in the welfare reform legislation now before the Congress. If this

proposal is enacted promptly, the important task of moving welfare recipients

out of dependency and into socially productive-roles will be greatly advanced.
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TABLE A-1

Cumulative Federal Dollar Amounts Obligated
(For the Period July 1, 1968 through April 30, 1971)

and Authorized Slot Levels by Stete as of April 30, 1971

State or Amount
Possession (n Dollars)

TOTAL

Alabama
Alaska
Ari zona
Arkansas
California

Colarado
Connecticut
Delaware
District of Columbia
Florida

Georgia
Guam
Hawaii
Idaho
Illinois

Indiana
Iowa
Kansas
Kentucky
Louisiana

Maine
Maryland
Massachusetts
Michigan
Minnesota

Mississippi
Missouri
Montana
Nebraska
Nevada

**268.930704

2,9292s,547
1,017,460
3,772,096
1,222,299

41,756,948

4,605,880
2,663,867

665,991
51090,736
4,158,580

1,954,053
176,264
644,083
815,324

6, 258,032

947,535
2,219,019
1,845,037
5,261,270
2,170,392

910,919
4,827,372
5,789,567
9,019,724
2,645,831

783,531
4,423,992
1,021,500

677,253
91,000

Authorized

Slot Levels

127. 584k

1,200
:360

1, 680
950

16,800

1,600
350

1,240
3,120

1,500
120
360
480

5,800

1,000
1,260
1,060
2,400
1,500

675
3,000
5,050
6,500
2,075

400
1,650

4-10
480
100
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State or Amount Authorized
Possession (In Dollars) Slot Levels

New Hampshire
New Jersey
New Mexico
New York
North Carolina

Vorth Dakota
Ohio
Okl~ahoma
Oregon
Pennsylvania

Puerto R~ico
Rhode Is'land
South Carolina
South Dako,.a
Tennessee

Texas
Utah
Vermont
Virginia
Virgin Iclandc

Washington
West Virginia
Wisconsin
Wyoming

TOTAL TO STATES

Worknen' s Compensation
Research
Evaluation
Federal Salaries and
Expenses (for M~anpower
Activities)

200,000
7,178,137

882, 550
24,981,100

1,147,926

701,591
6,880,087

844, 237
3,125,857
8,302,421

6,117,255
1,686,495

373,949
1,145,082
3,631, 538

2,599,786
4,379, 514

604,318
2,933,179
156,692

6,554,855
9,922,776
3,944,241
273,892

2,750,770
2,955,044
2,520,193

8,706,962e

200
3,000

450
16,800

800

300
4,600

450
1,800
8,000

4,300
750
250
650

2,400

1,600
2,0o0

630
1,800

59

3,000
5,000
2,840

135

**Approximately 35 million remained in
be obligated by June 30, 1971.

4th quarter which was to

* Authorized Federal positions as of April 30, 1971: 227
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TABLE-A-2

Average Hourly Wages and Average Hours Worked Per Weak of WIN
Employed Graduates by Najor Occupa tioiql. Category,

July 1, 1970 - March 31, 1971 2Al

Major Occup~tionql Category IV Number of Average Average
and Principal Occupational Eployed WIN Hourly Hours per
Groups within Categories Graduates Wage I Week

U. S. Total

1. Professional, Technical, Managerial
Nursing
Medicine and health*
Primary school and kindergarden
education

Edluca tion*
Social and welfare work

2. Clerical and Sales
Secretarial work
Stenography
Typing
Filing
Stenography, typing and related*
Bookkeeping
Cashiering
Teller service
Automatic data processing
Computing and account recording*
Stock checking and related
Mail sorting, stamping, recording and

related
Telephone work
Reception and information dispensinp
Miscellaneous clerical work*
Saleawork, commodities*
Sales clerking
Miscellaneous merchandising work*

3. Service
Housework, domestic
Fobd serving
Cooking, large hotels
Kitchen work*

and restaurants

824 25
30 3.65

281 2.55

38 2.75
39 2.15

236 2.42

2,043 2.17
134 2.31

53 2.16
63 2.37
44 1.93

616 2.16
52 2.20
34 1.96
25 2.12

132 2.17
297 2.11

53 2.15

29 2.35
67 2.13
46 2.03
41 2.15
34 1.90
41 1.89

49 *2.24

66
124
35
61

1.91
1.83
1.48
1.81
1.81

*N.E.C. - Nowhere else classified

38.7

38.1
39.1

36.1
33.8
38.0

38.6
38.4
38.5
37.3
38.9
38.9
38.9
39.5
38.4
39.3
38.5
38.7

39.7
39.1
37.7
39.4
36.9
38.1

36.4

38.0
36.1
38.8
38.1
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Major Occupational Category ~/Number of Average Average
and Principal Occupational Employed WIN~ Hourl, Hours per
Groups within Categories Graduates Wage P Week

Maid and related services, hotels 65 1.68 38.4+
Barbering and related services 37 1.96 40.9
Beautician services 185 1.72 36.0
Masseur and related services 38 2.47 37.4
Attendant work, hospitals & related

health services 547 1.88 30.3
Miscellaneous personal servii~e 91209 3.
Guard & related services 28 2.18 3M.
Cleaning & related services 144 2.25 37.9
Janiitorial service 67 2.20 39.9

4. Farming, fishery., forestry 106 2.38 40.2
Gardening & groiuidskeeping 48 2.63 40.0

5. Processing 217 2.48 39.4
Metal processing* 35 2.68 40.0
Ore refining & fou~nelry work *25 2.83 40.3

6. Machine trades 31255 40.0
Metal machining* 30 2.58 40.0
Motorized vehicle and eng.

equipment repairing 97 2.62 40.1

7. Bench work 211 ?-2±39.
Metal unit assembling and adjusting 43 2.19 40.0
Assembly and repair of electronic

components 43 2.13 40.0
Machine sewing, garment 30 1.58 39.5
Machine sewing, non-garment 50 1.77 39.4

8. Structural work 54L 38.9
Transportation equipment assembling 26 3.05 40.0
Combination arc and gas welding 30 3.09 40.0
Excarint and grading 27 2.67 41.1
Carpentry and related work 55 3.01 39.8
Miscellaneous construction work* 52 3.00 39.0
Miscellaneous structural work* 48 2.52 40.1

*N.E.C. - Nowhere else classified
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Major Occupational Category ~f Number of Average Average
and Principal Occupational Employed WIN Hourly Hours per
Grouis thin Categories Graduates Wage 2/ Week

9. Miscellaneous 632 3.
Heavy truck driving 61 2.89 39.5
Light truck driving 46 2.50 40.2
Passenger transportation* 32 2.42 36.7
Parking lot and related service work 59 2.1.1. 41.3
Packaging 98 2.09 29.7
Materials moving and storingO 78 2.50 39.4
Packaging and materials handling,
n.e.c. 106 2.51 39.7

Extraction of minerals* 28 3.73 40.3
Occupations not reported 198 2.30 39.3

2/Based on termination reports received July 1, 1970 through March 31, 1971.
a/Listed occupational groups are confined to occupations with 25 or more
employed terminees and do not ,add to summary totals for major occupational
categories.

*N.E.C. - Nowhere else classified
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Question 5.: Based on your knowledge of the labor market, and of
those eligible for OFF, please provide the Committee with a phased
schedule suggesting how we might break down into priority of service
categories the millions of people required to participate in the pro-
graw. Show why (if at all) proposed categories differ from those
under WIN.

Response:
Deciding what kinds of people to serve and what kinds of services

those people should receive in order to best realize the program's ob-
jectives is a complex process. In broad terms the objective of OFP is
to move families off of welfare and where this is not possible in the
short run reduce their benefit dependency by placing individuals in
employment where only reduced benefits are required. Based on initial
overall priority guidance f rom W-ashington,.OFP field managers will
have to identify The individuals needing services under H.R. 1, and de-
termine just what kind of services they need. At the same time, they
will assess the demand side of the local labor market to see what job
opportunities or job development possibilities there are. Then they will
go through the process of matching up the supply and demand sides
of the equati on. The outcome of this process, together with Factor-s bear-
ing on the amount of training and supportive service f unds necessary
to affect the job match, and the amount of benefit payments that could
be saved by moving the family out of dependence, wfil provide the pri-
ority of service schedules for the local area. Clearly, precise deter-
minations of this nature can not be made from Washington, but rather
must be made locally in light of the situation facing the responsible
OFP official, and in the context of overall national guidance. The pri-
ority selections made by field officers will, of course, be carefully mon-
itored and evaluated to insure that the national goals and objectives
are adhered to.

Question 6:- Provide the Committee with a chart indicating by state
the salary levels required to get an individual off wel fare; also indi-
cate the minimum wage level in each state. Compare the former with
the data provided in (4) showing the kinds of jobs now available for
OFF participants.

Response.- The information requested is provided in the attached
chart. Wage rates of WIN graduates are used as an indicator of what
OFP participants might receive. Also, a column is shown on what
wage rate would be necessary to get a family of four half off welfare,
since the savings in government expenditures occurs before wages
reach the "breakdown point" for benefits.
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Hourly earnings required to reduce
or eliminate we Ifare payments Average hourly
(family of 4) earnings of

Eliminate Reduce welfare termlnees 1st State hrnrly minimum wage rates
welfare payments by 3 quarters of Federal minimum wage $1.60;

State payments half fiscal year 197 1) agriculture $1.30

Alabama------ - --
Alaska-- --- --- - -
Arizona............----

Arkansas --------
California...........---
Colorado...........----

Connecticut..........---

Delaware---- ---
District of Columbia ---
Florida-- -- --- -- -
Georgia............----
Hawaii-- - -- -- - --
Idaho ---- - --- --
Illinois.............----
Indiana - -- --- -- -
Iowa - - - -- -- ---
Kansas............----
Kentucky...........---
Louisiana...........---
M aine-- -- --- - --
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............---
Virginia............----
Washington..........---
West Virginia.........---

Wisconsin...........----
Wyoming -------------

$2.43
3.96
2.66

2.07
3.31
2.48

3.33

2.48
2.50
2.37
2.23
2.73
2.54
2.90
3.26
2.55
2.55
2.31
2.28
3.50
2.13
3.19
2.73
3.05
2.45
3.29
2.41

3.33
3.21
3.01
3.48
2.19
3.38
2.07
2.71
2.17

2.07
2.38
3.18
2.73
2.14
3.06
2.31
2.07
2.26

3.10
2.72
3.09
2.07

2.31
2.75

$1.22
2.61
1.38

2.20
2.32
1.42

1.87

2.27
2.19
1.18
1.63
1.52
1.72
1.64
2.84
1.97
1.77
1.37
1.10
2.74
2.20
1.64
1.68
1.75
1.22
2.91
1.46

2. 46
2.57
1.77
1.92
1.09
1.98
1.08
1.63
1.78

1.49
1.87
1.71
1.51
1.07
1.71
1.73
1.47
1.93

1.75
1.69
1.68
1.22

1.67
1.88

$1.62
3.01
2.03

1.76
2.64
1.97

2.18

2.14
2.35
(4 1)
1.64
(456)

1.88
2.60
(4 '

2.03
1.87
1.74
1.92
2.14
2.42
2.41
2.31
1.59
2.12
2.04

1.75
2.44
1.75
1.92
2.16

2.31
2.24

1.72
2.07
2.18

2.02
1.74
2.34
2.30

2.07
1.78

None.
$2.10.'
$0.52 to 0.60 (women and minors

only).
$1.20.
$1.65 (women and minors only).
$1.00 to $1.25 (women and minors

only)
$1.61 (Oct. 1, 1971, at least $1.85,

arcltr $1.70 until Oct. 1,
$1.60.
$1.60 to $2.25.
None.
$1.25.
$1.60.
$1.40 ($1.60 on July 1, 1972).
None.6
$1.25.
None.

Do.
$0.65 to $0.75.
None.
$1.60 ($1.80 on Sept. 23, 1971).7
$1.60.

Do.
Do.

$0.75 to $1.60.
None.
None.
$1.60 (agriculture now $1.20, $1.40

,on July 1, 1972, $1.60 July 1, 1973)
$.00.

$1.60.
$1.60.
$1.50.-
$1.60 ($1.30 agriculture).
$1.85.9
$1.45 ($1.60 on July 1, 1972).
$1.00 to $1.45.
$0.75 to $1.25 (women and minors

only).1.40
None.
$1.00.
None.
$1.40 ($1.10 agriculture).
$1.20 to $1.35 (women and minors

only).
$1.60.
None.
$1.60.
$1.20 ($1.40 on July 1, 1972,

$1.60 on July 1, 1973).
$1.,45 (women and minors only).
$1.40 ($1.50 on Jan. 1, 1972;

$1.60 on Jan. 1, 1973).

I Not shown on the table are a variety of exclusions, variations, and tolerances under applicable minimum wage laws and
orders. For example, most states do not cover agricultural and domestic workers. Generally, however, most states do
provide some coverage not subject to the minimum wage requirements of the FLSA.

a Alaska's rate 50 cents more than FLSA minimum.
a On Oct. 1, 1971 Connecticut's minimum wage will be $1.85 or 1 cent more than FLSA minimum, whichever Is higher.
4 INA.
5Too few reports for average wage data to be considered reliable.
5Aug. 6, 1971 Illinois minimum wage bill awaiting Governor's signature.
7 The projected $1.80 rate In Maine will Increase automatically to the highest Federal minimum wage, not to exceed

$2 en hour.

2 New Yor's minimum wage shall be Increased to $1.90, $1.95, and $2 an hour if the Federal minimum wage Increases
to that amint,

65-745 0 - 71 - pt. 1 - 43
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Question 7a. Public Sector Jobs-What is your position on the pub-
lice service employment program proposed as part of OrF? How do
you plan to relate it to the recently passed PSE bill? Do you agree
with the bill as Writtel, i.e. that it should provide low level jobs for the
hardest to place. What are the greatest areas of growth in the public
sector (leading to permanent jobs) ? How many of these jobs require
training (in regard to th individuals represented in the welfare pop-
utlation.) ; detail.

Response:
The Department endorses the provisions for a public service employ-

ment (P SE) program included in H.R. 1. We will coordinate the
administration of the public service employment program established
under the recently passed Emergency Employment Act (EEA) with
any public service employment program enacted as part of welfare
reform.

The Department of Labor will administer EEA funds through
the State governments and the governments of cities and counties with
75,000 or more population. The Department is presently planning a
coordinated OFP manpower delivery system, including PSE as one
of the major components. PSE is viewed as one part of several man-
power and other services which will be available to assist individuals
and families to become self-supporting.

While the two programs should be coordinated to the maximum
extent possible, it should be recognized that there are differences in
their Objectives, duration, target populations and other major provi-
sions. EEA is a two-year authorization intended only to provide tempo-
rary assistance during a period of economic downturn. OFP/PSE,
on the other hand, is intended as a permanent program. Although the
target populations of the two programs overlap in part, they are
largely different. H.R. 1 is limited to welfare recipients and, within
this group, to persons who "are not otherwise able to obtain employ-
mnent or to be efectively placed in training programs." It, thus, focuses
on a population with only limited educational and work experience
backgrounds, who either cannot be immediately placed in emplo -ment or in training. Some PSE jobs are likely to be clustered at tYe
lower skill levels." Others will be at higher skill levels and may require
some training and supportive services. It is our intent under PSE
to provide the most meaningful job possible.

EEA, on the other hand, is specifically geared to the state of the
economy and, when "triggered"' on by three consecutive months of a
nationwide jobless rate of 4.5 percent (and in the case of the Act's
Specal Employment Assistance Program, 6.0 percent locally), unem-
poyed and underemployed persons become eligible for the public serv-

ice employment program. Wifle these eligible persons include welfare
recipients, the Act's benefits are by no means limited to this popula-
tion. Indeed, the Act provides that special consideration shall be given
to Viet Nam and Korea veterans and uip to one-third of the enrollees
may be employed in professional occupations.

H.R. 1 recognizes the need for employability development on the
part of welfare recipients in not limiting the extent to which training

andalledserics my e incorporated into the PSE program. EEA,
however, anticipating; a generally more job-ready clientele during
periods of high unemployment, limiits to 15 percent of appropriations
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the amount that may be spent for training and manpower services for
persons employed in PSE under the program.

In our view,, the role assigned to the public service employment pro-
gram in H.R. 1 is an appropriate one. It is. designed to serve as an
approach to work preparation for welfare recipients for whom regular
employment is not immediately available and for whom skills train-
ing, by itself, is not available or appropriate. In providing for periodic
review by the Secretary of the individuals enrolled in PSE programs,
enrollees may be assured of maximum opportunities for eventual
placement in regular public or private jobs. PSE unlike EEA author-
izes public service jobs in the private nonprofit sector which should
open up a substantial number of job opportunities and new career
fields. While some of the initial PSE placements under HER. 1 ma be
in the lower-level occupations, imaginative accompanying job develop-
ment and supportive service programs can make these jobs the first
rung on career ladders of steadily improving and stable employment.

Question 7b; How many non-skilled (no training required) jobs
exist in the public sector? Break down both skille,,d and non-skilled
jobs into temporary and permanent categories. Which (break down
by training required, no training temporary, long-term) of the jobs
can lead directly to private employmentY Which are appropriate for
welfare recipients?

Response:-
In 1970, approximately 12.6 million persons were employed in F ed-

eral, State, and local governments. Of this total, roughly 2.7 million
were employed by the Federal Government and 9.9 million by State
and local government.

Although public employment is not expected to grow at the same
rapid rate it did during the 1960's, manpower needs in the public sec-
tor will greatly exceed the number of anticipated openings in any
major branch of private industry. Projections by the Bureau of Labor
Statistics indicate that total government employment in 1980 will be
16.8 million, of which 10.3 million will be emplo ~ed in local govern-
ment, 3.5 million in State government and 3 million in the Federal
Government.' Thus, for the 1970's, an annual increase of some 400,000
public secti jobs is anticipated-with the large majority of job in-
creases located in State and local governments.

In addition to jobs created by employment growth, additional open-
ings will also result from replacement needs arising from turnover,
retirement and death. While precise information is not available, it is
estimated that an additional 400,000 openings will occur annually to
meet replacement needs, distributed among Federal, State and local
jurisdictions roughly the same as openings due to growth. Thus, in the
aggregate, a total of 800,000 annual openings are projected for the
public sector.

Unfortunately, serious gaps exist in data on the occupational com-
-position of projected government employment. Labor force data col-
lected by the Census Bureau for State and local government are avail-
able only by function, such as education, hospitals, and highways-
each of which includes the entire vertical structure of skills support-

1It shwild be noted that these projections are based on assumptions of a rapidly growing
economy aimed at full employment of the Nation's manpower and productive resources
with a consequent fiscal capacity on the part of government to finance needed employment
growth.
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ing the activity. Detailed occupational data for government are not
tabulated. This gap will be remedied, in part, by a research survey cur-
rently being conducted by the Census Bureau for the Manpower Ad-
ministration in which ten states will be surveyed for detailed charac-
teristics of their public sector employment: occupations; demographic
characteristics of employees; educational attainment; as well as other
related information.

For the present, only scanty information on the occupational dis-
tribution of government employment is available. For example, in
1968, the National Urban Coalition asked the Mayors of 50 large cities
to estimate the number of additional personnel that would be needed
to assure the adequate delivery of needed additional services in their
cities and what proportion of these jobs could be filled by persons
without prior technical or professional training. An analysis of the
results of this survey concluded that at least one-half of these job
possibilities could be filled, according to the Mayors and their agency
heads by persons without technical or professional training.2 Under
the Department of Labor's Manpower Absorption Plan Project 3 in-
terviews conducted by the National Civil Service League in the city of
Chicago indicated that of Chicago's required net increase in new public
jobs during the three years ending in 1973, some. 53 percent are for
aides, assistants and other paraprofes,,Aonals requiring limited skills,
5 percent are for unskilled blue collar workers and 11 percent for
clerical staff.

It would appear that roughly 50-70 percent of the estimated 800,000
annual state and local government job openings would be below the
professional-technical-managerial and skilled blue collar levels and
would generally require only a limited amount of speciaized training.
A very large proportion of these jobs would be appropriate for persons
with the limited educational and work experience backgrounds asso-
ciated with welfare status.

The initial training for these occupations is generally brief with
proficiency in the skills required generally developed throaigh ex peri-
ence on the job. For example, in an experimental new careers training
program conducted by the Deppament of Labor, it was determined
that only three months of training was required for aide positions in
the human services. In this program, disadvantaged persons were
trained as aides in the following fields: mental health, day care, geri-
atrics education, welfare, recreation and other community services.
In the clerical field, initial skills training in most occupations, such as
typist, office machine operator and telephone operators, usually require
only 3-5 months. A similar period of introductory training would also
be needed in such blue collar occupations as auto mechanic and welder.

All but a few of the occupations in the public sector have counter-
parts outside of government and, thus, employment and related train-
ing in these fields may properly be viewed as transitional to employ-
ment in either the private for profit or nonprofit sectors as -well as to
employment in the government itself. Even where an occupation has

2 Hfarold L. Sheppard, The Nature of the Job Problem and the Role ofNew Public Service
Employment. statf Paper, the W. E. Upjohn Institute (Washington, January 1969), p. 25.8 A Joint DOL/NCSL effort based on studies In t'he city of Chicago and the State of
Connecticut the project Involves development of guidelines to assist local jurisdictions in
data collection and the formulation of manpower plans for public jobs. The MAP handbook
will aid jurisdictions in defining manpower targets and priorities, skill needs, job restructur-
ing, and support requirements.
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only limited applicability to nongovernment work, such as teacher aide
or welfare aide, the work experience gained provides a good prepara-
tion for stable employment generally.

In 1970, State and local government employment was distributed,
functionally, as follows:

Function:
Employee8

(full-time equivalent)
Total ------------------------------------------------- 100.0

Education---------------------------------------------------- 49.9
Local schools--------------------------------------------- 39.3

Instructional staff ------------------------------------- 25. 0
Non-instructional staff--------------------------------- 14. 3

Institutions of higher education ------------------------------ 9. 9
Others--------------------------------------------------- 0.8

Hospitals ---------------------------------------------------- 9.7
Highways----------------------------------------------------6.7
Police protection --------------------------------------------- 5. 3
General control ----------------------------------------------- 3.0
Public welfare ------------------------------------------------ 2.9
Financial administration--------------------------------------- 2. 5
Local fire protection ------------------------------------------- 2. 2
Local utilities other than water supply---------------------------- 1.85
Natural resources---------------------------------------------- 1. 8
Corrections --------------------------------------------------- 1. 7
.Sanitation other than sewerage ---------------------------------- 1. 5)
Health------------------------------------------------------- 1.4
Local parks and recreation------------------------------------- 1. 4
Water supply ------------------------------------------------- 1:. 3
Sewerage ---------------------------------------------------- 0. 7
All others---------------------------.02

It is likely, therefore, that a substantial proportion of the subpro-
fessional openings in public service employment for welfare recipients
will be in schools and hospitals, but the large majority of jobs will be
distributed among a wide range of functioning areas. We are not able
to estimate what proportion of these jobs are temporary in nature.

Question 7c.-Provide Us with data on the operation of the Public
Service Career program to date-placements, kinds of job, salary
levels, kinds of private employment obtained after a PS0 job etc.

Response:
Cumulative enrollment in the Public Service Careers programs, ex-

cluding the Supplemental Training and Emplbyment program
(STEP), has reached approximately 31,0001 by June 30, 1971. AS in
the private sector on-the-job training programs, PSC enrollees in
Plans A, B and D are hired first and then trained. Job training covers
a broad spectrum such as accounting clerks, clerk-typists, counselor
aides; auto mechanics licensed practical nurses, police cadets, truck
drivers, water treatment plant operators and zoo keepers.

Averafre hourly wages in entry level jobs through the State, county
and loca government programs was calculated to be $2.24 as o
May 31, 1971. The upgrading portion of the program has increased
average hourly earning's to $2.83. For further details see attached tables
covering Plans A andf.

includes nearly 16,00o new Participants in the New Careers in Human service program
since fiscal 1969.
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The objective of the P50 program is to secure permanent employ-
ment for the disadvantaged in the public sector within merit stalling

principles. Private sector employment after a PSC job is not the prime
objective although many successful trainees may find it personally
advantageous. A recent assessment of New Careers in Human Services
(P Pan C) indicated that even early terminees who left the program
did find emloyment at higher than pre-enrollment income. The more

skilled enrollees often terminate the program after intial training to
accept better job offers. Terminee folltow-up data for Plans A, B, and
D are being collected and processed for release by the end of this calen-
dar year.

PUBLIC SERVICE CAREERS, PLAN A-NATIONAL SUMMARY REPORT AS OF MAY 31, 1971

Entry level Upgrade level

,Average Averae
Authorized hourly Authorized hory

positions wage positions wage

Total------------------------------------ 3,973 $2.24 2,350 $2.83

Professional, technical and managerial----------------- 698 2.41 628 3.45
Clerical and sales-------------------------------- 1,279 2.11 668 2.56
Service --------------------------------------- 1,274 2.31 570 2.50
Farming, fishing and forestry------------------------- 102 2.18 68 2.46
Processing------------------ -------------------- 7 1.82 2 3.16
Machi ne trades ----------------------------------- 96 2.29 85 3.29
Benchwork-------------------------------------- 4 2. 35 -- -----------
Structural work---------------------------------- 358 2. 15 192 2. 76
Miscellaneous----------------------------------- 155 2.25 137 2.74

PUBLIC SERVICE CAREERS, PLAN B-NATIONAL SUMMARY REPORT AS OF MAY 31, 1971

Entry level Upgrade level

Average Average
Authorized hory Authorized hory

positions wage positions wage

Total--------------....------------------- 2,264 $1.94 1,386 $2.43

Professional, technical, and managerial----------------- 643 2.06 606 2.6
Clerical and sales --- --- _------------------------- 334 2.07 105 2.55
Service---------------------------------------- 666 1.73 172 2.10
Farming, fishing, and forestry--------------------- 47 2.00 -----------
Processing -------------------------------------- 7 2.65 9 3.75
Machine trades---------------------------------- 16 2.61 5 2. 91
Benchwork-------------------------------------- 18 2.48 6 2.83
Structural work---------------------------------- 185 2.06 116 2.58
Miscellaneous----------------------------------- 348 1.88 367 2. 16

Question 8a:- The House 'Ways and Means Conmmittee report states
that responsibility for delivery of manpower services under the OFP
pro gram should not be assigned to local employment services where
they have proved inadequate in handling the disadvantaged. What
kinds of changes do you plan to makc. the ES more responsive

Response:-
Use of Employment Service in OFP Program

The House Ways and Means Committee explicitly assigns to the
Secretary of Labor complete responsibility for the successful deliv-
ery of OFP services; there are no presumptive agents in this bill,
neither the Employment Service nor any other organization; the
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choice of the appropriate delivery vehicle in each locale is the Secre-
tary 's responsibility

For any given local area, we will look to the most capable agents
for delivery of manpower services. Therefore, in those p laces where
the record has been successful the Department may well look to the
local ES to perform manpower services for the OFP clientele.
Clearly the ES with its network of Job Banks and other job market
information will play a critical role in identifying and making job
opportunities available to welfare reform recipients.

Two further notes are in order: the variety of steps being taken to
improve the effectiveness and responsiveness of the Employment
Service (see below) give promise that nationwide, this ke~y man-
power network will be increasingly suitable as a vehicle for delivery
of OFP services; secondly, whatever delivery agent the Department
looks to locally-the Employment Service or other-will be con-
trolled by tighit contractual arrangements with performance stand-
ards, and will be monitored by Federal personnel who will be sta-
tioned throughout the country.

Improvements in ES
There have been continuous efforts in recent years to expand Em-

ployment Service capability to provide comprehensive manpower
services, especially to the disadvantaged and to Vietnam era veterans.

The concept of Human Resources Development was initially ap-

p lied, starting in 1966, irerecting the Feaeral-State Employment
Service from concentrating on providing employers with applicants

to providing service to those who need them to extent staff resources
permit. Services include* outreach, assessment, orientation, counsel-
ing, referral to supportive services, coaching, work training, job
development, placement and post-placement support services.

ES staff, connected with WIN and CEP programs utilize employ-
ability development teams made up of a counselor, a job developer, a
manpower development specialist, a coach and a clerk and work with
limi ted caseloads to ensure provisions of needed manpower services.
In 10 urban and 1 rural areas, there are efforts to develop a "COMO"
model which is a flexible approach to improve manpower and sup-
portive services to assist individuals to become job ready. It includes
three levels of applicant services to meet varying needs: (1) self-
directed job information services; (2) employability exploration and
job development services; and (3) intensive employability develop-
ment services.

Services are being provided where they are accessible to the dis-
advantaged. Manpower services are provided by ES in the majority
of CEPS, all of which are located in targeted disadvantaged areas,
and this involves stationing ES manpower personnel in those locations.
Other ES staff are outstationed in WIN program offices, in MDTA
Skills Centers, as liaison in correctional institutions pre-release pro-
grams, and in a wide variety of community agencies, such as the Urban
League, settlement houses and housing projects. Many are permanently
assigned in these places. Others are there on regularly scheduled days.
Between 100 and 150 mobile units serve rural areas, semirural
and smaller communities on an itinerant basis.
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As outlined in our response to Question 2 (b), the Department is
energetically working to increase minority staff. A General Adminis-
tration Letter has been issued stating that the establishment or the
continuance of racially segregated local employment service offices
would not be approved. And .-. . "This applies to any offices labeled
Nerv-o or white, considered by the community to be Negro or white,

segregated de facto by virtue of location in an area where only
one ethnic or racial group resides or frequents."

State ES staff receive training and indoctrination in effective ways
of serving the disadvantaged, and they have become increasingly sen-
sitive and technically proficient. Particular concentration has been
eiven to recruiting and developing staff for outreach, coaching and
job development. personal qualities are sought of empathy and aware-
ness of social problems.

Presently, 2,550 interviewers and coaches are involved in a counselor
training program at 88 institutions. The program calls for 30 semester
hours of specialized training over a 21/2-3 year period. Ability to relate
to disadvantaged poor was the primary selection criterion. A bachelors
degree was not required. The curriculum features counseling and inter-
personal skills and exposure to life styles of urban an~ rural dis-
advantaged populations. In addition, a large. percentage of ES coun-
selors are participating in out-service training, most of whom are
financed by State agencies.

An interviewing techniques program was standardized by the MA
Experimental and Demonstration-Division and is now being imple-
mented through State agency training for local office staff.I is de-

signed to sharpen the interviewer's ability to listen to applicant's
"feeling and attitudes" as well as reports on his training and work
experience. Improvements in testing practices are discussed under
Question 2 (b).

Experimental use of a Work Sample Technique is underway in
several locations throughout the United States. Work samples are
standardized job performance tasks to assess capabilities of applicants
for training and job placement. Preliminary results of evaluation will
be available in the middle of FY.1972.

Also being developed is the USTES Basic Occupational Literacy
TVest (BOLT) which will be used to assess literacy skills of persons
being considered for occupational training or placement and, through
research on employed persons, to assess the literacy demands of various
occupations. The BOLT will be introduced into State agencies late
in FY 1972.

The Department of Labor has contracted for the development of
a biographical information blank (BIB) for use in identifying per-
sons in need of employability development before they are job ready.
The BIB may add some neeaed measures of noncognitive factors rele-
vant to job performance such as attitudes and habits.

Job Banks are another valuable tool. The basic concept of a Job
Bank is to unify and distribute job order information within an identi-
fiable labor market or commuting areas, regardless of State or regional

jur' sdictions. All applicants, all agencies serving the disadvantaged
and all employment service personnel have equal, access to all jobs
and training opportunities available to the ES in a community on any
given day.
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As of the beginning of August, 1971, 92 Job Banks were operational
covering a approximately 53 percent of the work force of the Nation.

Our goal is to have Job Banks statewide in each state by the end of
fiscal year 1972.

The Job Bank network is a base to which additional, more sophisti-
cated features will be added, gradually extending computerized assist-
ance from the dissemination of job orders, into the assessment, em-
ployer services, job development and placement functions of local
officers. California, Utah, Wisconsin and New York City are currently
experimenting with the feasibility of computerized man-job matching
systems. Eight additional States (Connecticut, Pennsylvania, Florida,
Kansas, Missouri, Texas, Nevada and Oregon) are now conducting
controlled experiments of specific descriptor vocabularies for matching
purposes, and Minnesota is experimenting with the use of computers
in assessment and job development. Job Banks will also be used as the
basis for a national clearance system of job orders.

These are some of the major efforts being made to develop tools for
local office use, the staffing and the staff training to improve services
to the disadvantaged.

Question 8b.- Does the W~agner-Fe yser Act need to be amended?
Response:-
We see no need for amendment at this time.
Question 8c.- "What Ste ps have you taken/do you intend to take to

carry out President Nixon's directive that Federal contractors must
list job openings with, the ES.?"

Response:-
Executive Order No. 11598 issued on June 16, 1971 declares it a

policy of the Executive Branch of the government that Federal agen-
cies and prime contractors and their first tier subcontractors engaged
in the performance of Federal contracts shall list suitable job openings
with the public employment service to help returning veterans get
employment.

Preliminary regulations concerning this order have been drawn up
by the DOL and were published in the Federal Register on July 24.
Pending the effective date of the regulations, a number of action steps
have been taken. The Department has issued a memorandum to all
contracting agencies of the Federal Government and the District of
Columbia asking them to urge their contractors and subcontractors to
begin now voluntarily listing employment openings with the nearest
office of their State Employment Service. All agencies have been most
cooperative in this concept of voluntary listing. The Civil Service
Commission has sent a directive to all agencies requiring them to list
all suitable jobs for which they have the hiring authority. In addition,
the Commission and the Department are developing a system of ' .om-
prehiensive, job market information useful to the veteran who will be
seeking career Federal Employment. Plans for this system indicate
that perhaps for the first time there will 1)e a composite listing of
Federal job opportunities available to the job seekers in the 2,'200
employment service offices. Agencies exempt f rom the Federal Civil
Service, such -as the U.S. Postal Service and TVA, are being contacted
individually.
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Operating guidelines for the local public employment offices are
being developed and will be issued shortly. These guidelines cover pro-
cedures for Incorporating the expanded volume of job openings into
the Job Bank and Job -Informnation Services, providing applicant
services of interviewing and counseling, and working with employers
to explain the details ol implementing the order.. In providing service
to employers the ES will encourage them to arrive at realistic hiring
requirements in terms of available applicants, to meet the intent of the
order which was designed to focus on a human need-to increase em-
ployment opportunities for returning veterans. Every effort is being
made to encourage voluntary job listings by. contractors to begfin un-
mediately. Since the Executive Order applies to job listings of the
entire company, not just the plant that has the responsibility for de-
livery on the contract, this in essence means that the veteran job-
seeker will have arncess to information on a substantial part of the total

b opportunities of the American economy during the latter half of

Question 8d.: Provoide us with the analysis of the ES completed in
the spring of 1971 and known as the ES, indicating your present plans
regarding delivery of OFF services in that state (i.e., will they be
delivered by ES, CAA, others?) Also provide us with the rebuttal to
the Urban *Coalition-Lawyers Committee report-"Falling Down on
the Job: The US Emploayment AService and the Disadvantaged" pre-
pared by William R. Ford of JCESA.

Response:-
William R. Ford was designated by the President of the Interstate

Conference Employment of Security Agencies to chair a sub-committee
that will prepare comments on the Urban Coalition-Lawyers' Commit-
tee report. As of this time, however, the comments are still being col-
lected from State Agencies. The report is now Scheduled for comple-
tion at the end of September. We are attaching a copy of the pertinent
correspondence. We are also attaching the chart presentation analyzing
the ES that was completed in the Spring of 1971.

INTERSTATE CONFERENCE
OF EMPLOYMENT SECURITY AGENCIES,

To: All State administrators. April 19, 1971.
Subject: Draft report "Falling Down on the Job-The United States

Employment Service and The Disadvantaged."
A copy of the subject report is being sent to each of you today by the

Iowa Employment Security Commission, who has duplicated it for
us. The report prepared by the Lawyers' Committee for Civil Rights
under Law purports to be an analysis of the Employment Service sys-
tem. It includes a section on ICESA and makes statements and recom-
mendations of concern to all state agencies and the Conference. Each
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administrator, especially those of the fifteen states who are mentioned
in the paragraph on the cover page of the report as having been re-
viewed, is asked to carefully analyze the report andprvdmewt
comments by Monday, April 26, 1971. A copy also sould be sent to
Executive Secretary Geralid Foster.

It is the intention of the Executive Committee to use your comments
as the basis for developing a criteria and position on the report which
subsequently could be proposed to the states as a Conference position.

The Manpower Administration is also reviewing the report and will
make their comments available to the Committee.

A Conference position on the report could be used as the basis for
testimony be fore Congressional committees and for responding to the
repor if necessary.

Your full and immediate cooperation in this matter is requested. I
realize the time allowance is short but the need is urgent. The report
and its recommendations will be one of the principal items of discus-
sion at our May 4-5 meeting in Dallas.

If you have any questions please call me.

SinceelyWILLIAM L. HEARTwELL, Jr., President.

INTERSTATE CONFERENCE OF
EMPLOYMENT SECURrrY AGENCIES,

To: All State Administrators. Jn 1 91

Subject: Reply to Report "Falling Down on the Job-The United
States Employment Service and The Disadvantaged."

At the Mid-Year Meeting of the Interstate Conference of Employ-
mn'ent Security Agencies held in Dallas, May 4-5, 1971, the Confer-

ence instructed th National Executive Com~mittee to draft a reply
to the abovementioned report. Mr. William Heartwell, Jr., President,
ICESA, in turn, requested that I chair the subcommittee and have
the responsibility for bringing together the data necessary for reply.

It is now necessary after analyzing the responses from some of the
states to request that all Administrators again reply by using the at-
tached list of points made in the Lawyers' Report. We would like spe-
cific information concerning the 12 allegations made in the report. We
are asking that you be specific in answering, and to include any and
all practices pertinent to these 12 points.

It will be necessary to receive your responses prior to June 30th
because of the urgency in compiling and drafting a total response that
includes information received from all of the states.

Thank you very much for your assistance in this matter.

SinceelyWILLIAM F. Foim,
Chairman, ICESA Subcommittee

to Re8 pond to Law yer8' Report.
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FALLING DOWN ON THE JOB: THE UNITED STATES EMPLOYMENT SERV-
ICE AND THE DISADVANTAGED REPORT PREPARED BY TUE LAWYERS'
COMMITTEE FOR CIVIL RIGI-TS UNDER THE LAW AND THE NATIONAL
URBAN COALITION

The following are 12 allegations to which State Administrators
MUST respond. Also attached are the Manpower Administration's
comments regarding each allegation which may guide you in making
your responses.

1. The ES is not equipped to handle the problems of the disad-
vantaged.

2. The ES has been blatently discriminatory toward minorities.
3. ES farm service offices work as agents of growers and have

not sought to aid individual workers by developing new job
opportunities.

4. ES serves only a small percentage of the work force and has
access to only a limited segment of the labor market.

5. Job listings have decreased and represent only the lowest oc-
cupational levels of the economy.

6. Major responsibility for program failur-e rests with State
and local offices. Services are uneven in quality and frequently
ignore national priorities.

7. State Agency Staff: In addition to not having sufficient mi-
nority employees or persons experienced in dealing with the dis-
advantaged, as mentioned above, many agencies include too many
people who have been on the job too long, at pay levels that are
not competitive with private industry and under conditions that
discourage vigorous, imaginative individuals.

8. Tests and Job Cla~sifleation System: These are culturally
biased, with too heavy reliance on past work experience, channel-
ing applicants to similar jobs in the f uture.

9. WVIN: Auerbach Report of 1969 prepared on request of
DOL for an evaluation, documented many flaws, which reviews
of State Agen~cies substantiate. For example, WIN has handled
only a small percent of eligible AFDC population; services are
fragmented; only 20 percent of participants get jobs-and many
jobs are insufficient to insure removal from welfare rolls; cost per
successful enrollee per year is $4,000.

10. Food Stamp Act and FAP:- Based on ES performance with
the WIN program, it is clear that enlarging the ES role under
FAP and the Food Stamp program-where it would be dealing
with similar clients-would be a great disservice to those who ex-
pect substantial economies by moving large numbers of people
off the welfare rolls and it could have large tragic consequences
for the welfare recipients themselves who are expecting meaning-
ful employment.

11. Apprenticeship Information Centers: The AICs role is
primarily promotional and informational; they have no sanctions
and feel no special responsibility to minorities seeking access to the
lucrative construction jobs; and their performance to date has
been unimpressive.

12. ICESA:- The DOL should "recognize the group for what
it is-representative of the vested interests in the State ES bu-
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reaucracies-and that it should be separated physically and
fiscally from the Department of Labor.

This paper summarizes the conclusions presented in the Lawyers'
Committee Report. The Committee's key points are also summarized
along with Manpower Administration comments on those points. The
Committee's recomme~ndctti as are also listed.
Committee's Conclusions

Manpower programs have not achieved dramatic results in their goal
of helping the poor obtain self-supporting employment. "Major re-
sponsibility for program failure rests with the State and local ES of-
fices," which f requently disregard national priorities. The ES system
is "not equipped to handle the problems of the disadvantaged" and
many agencies have been "blatantly discriminatory" in dealing with
minorities. In relation to farm services, the ES serves as "agents of
growers." Moreover, it serves only a small percentage. of the work force
and has access to only a limited segment of the labor market. Job list-
ings have decreased and mainly represent only the lowest occupational
levels of the economy. Small DOL experiments (HRD, EDT, COMO,
Job Banks, CAMPS, Management Reform) "have not brought about
the much needed overhaul of the system." If basic welfare reform be-
ing considered by Congress is to be effective, manpower aspects must
be delivered through a viable, effective system. "The ES is once again
at a fork in the road: one path leads to dissolution, the other to
reform."
Committee's Key Points

1. The ES is not equipped to handle the problems of the disad-
vantaged.

H1A Comment:- In FY 1970, those applicants who met the poverty
and other criteria of disadvantaged were 16.5 percent of all ES ap-
plicants, but they received 51.6% of the counseling interviews, and
20.9 percent of the nonagricultural placements. Qualitative improve-
mients have been and are being made to strengthen ES service, includ-
ing minority staffing increases, staff training, counselor training,
employability development teams, CEPs located in target areas and
outstationed ES staff. Approximately 3,500 disadvantaged are serving
as coaches, increasing outreach efforts. A New Careers in the Employ-
meiit Security System project will hire or upgrade 3,000 additional
staff .

2. The ES has been blatantly discriminatory toward minorities.
21/A Conmment: In Calendar Year 1970, wh'he "Other than Whites"

totaled 12.6% of the population, they filed 22.7%y of ES applications
and constituted 34.8 percent of ES nonagricultural placements. Minor-
ity placements by occupation as a percent of total placements for CY
69 ranged from 2.2.6% of the professional and managerial placements
to 52.7 percent, of the service -placements. Black people made up 50%y
of the FY 1970 enrollment in training programs (11.2% of the popu-
lation) ; Spanishi-surnamed, 15%y (4.7%01 of the po pulation'l) ; mI ians,
2%y (.4% of the population).

1 The Spanish-surnamed population figure Is from a 1969 current population survey.
Black and Indian figures are from preliminary 1970 census data. These three breakouts do
not equal tile "Other than White" total as most Spanish-surnamed persons are White.
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MA minority staffing policy states State Employment Security of-
fices "should employ such numbers of workers from minority groups
as will assure that all agencies and offices can operate effectively in
responding to the manpower and employment needs of the community
being served." States have minority staffng goals they are expected to
attain during FY '71 and '72.

Gains are being made. Minority employment increased from 11.8%
in 1967 to 16.2% as of August 19710. Managerial -supervisory minority
employees increased from 6.5% to 8.2%. Professional and technical
staff from 9.3% to 10.6%. Departmental EEO representatives work
full-time making general compliance reviews.

3. ES farm service offices work as agents of growers and have not
sought to aid individual workers by dvlping new job opportunities.

HlA Comment: Emphasis has shifted from Farm Services to a Rural
Manpower Program. There are: 13 CEPs in rural areas; "Ottumwa"
Projects in selected areas in 12 States; Operation Hitchhike; Smaller
Communities Programs which have operated in 58 counties in 19
States; and the WIN Program in 489 rural counties. Pilot efforts to
aid migrratory workers are being developed as mobility facilitating
service units.

4. ES serves only a small percentage of the work force and has ac-
cess to only a limited segment of thelabor market.

M31A Comment:~ Work force includes both employed and unemployed.
ES deals almost totally with unemployed. During Calendar Year 1969,
11.7 million workers suffered a period of unemployment; ES received
9.85 million new applications, (or an estimated 84.2% of the un-
employed).

5. Job listings have decreased and represent only the lowest occupa-
tional levels of the economy.

MA Comment: ES redirection is away f rom order filling per 8e to
services to the disadvantaged. However, a study of job openings on
hand June 1, 1.970 in ES offices located in 77 SMSAs showed 40 percent
in professional, technical, managerial, clerical and sales occupations.

This generally reflects the percent of unfilled job openings. in these
occupations in all 77 areas. Also, ES placements in nonagricultural
employment reflect the general employment spectrum in the United
States. For example, in FY 69, 28.7%y of the persons employed in non-
agricultural occupations in the United States were in manufacturing;
30.0% of the ES placements were in manufacturing. Trade occupa-
tions made up 20.8 percent of the jobs and 26.2 percent of ES place-
ments. Non-household services made up 16.0 percent of nonagricul-,
tural employment and 21.7 percent of ES placements.

6. Major responsibility for program failure rests with State and
local offices. Services are uneven in quality and frequently ignor.? na-
tional priori ties.

A. Human Resource Development (FIRD):- Citing an Aimer-
bach Report, of April 1969, "The HRD concept is not effectively
realized-too feeble, deprived of funds and effective staff . . . The
chronically disadvantaged are not reached by the program; when
they are, they are seldom helped-".

MA Comment: The HRD concept was used as one step in redirect-
ing ES to assist disadvantaged applicants to become job ready. Central
to the concept ---as intensive employability development services. WIN
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and CEP programs use ED Teams and COMO cities use three levels
of sev vices of ED Model, (presently being evaluated before general im-
plementation). The three levels are self-directed job information serv-
ices'- employability exploration and j ob development services for
alpicallts4 inl need of some~ employabi 1ity preparation and intensive
employability development services for the most disadvantaged hpli
cant-i. ES positions ( Grants to Statos Funds) increased from FY65
to FY '66 fProm 24,091 to 30,601.

The increase was targeted to serving Youth Opportunity Centers,
which then evolved into H-RD and redirection of the Employnment
Service to provide compi ehensive manpower services for the disad-
vantaged and mon-job ready unemployed. 1Dn FY 1967 there were ap-
proximately 30,286.

B. Y10O: D~oes not, give promise of affecting basie, massive
changes in the ES operation, although it is a sound reform.

MA Comment: COMO is presently being evaluated to determine its
effectiveness in using three levels of services to meet varying applicant
needs.

C. Job Banlc8: The Job Bank program has unquestionably
made ES operations more efficient and should make them more
uniform. However, there is still the low level. of ES job openings
with which to contend. And the chief beneficiaries of Statewide
job-miatchinig will likely be the skilled mobile population.

MA Comment:- Data f rom six early Job Bank cities (November 1971
JBOR Report) showed improved services to the disadvantaged not
only in terms of increased referrals and placements, but also place-
ments in higher-paying jobs (fewer under $1.61 per hour and more
over $2.80).

fJob-matching systems in process of development in Wisconsin and
New York City are designed for entry-level, disadvantaged or non-
professional workers, as well as experienced applicants. These match-
ing systems are experimental and will not be implemented nationwide
unless it is demonstrated they canl serve all applicants better than
Job Banks. Theli Wisconsin system matches onl the basis of DOT
wvorker-trait groups rather than specific DOT occupational codes--
groupinig according to worker traits (interests, education, experien-e)
and lpotential rather than specific experience. In the New York City
system, miatcinfg is not dependent oi occupational classifications of
any kind, although the DOT code canl be used if appropriate. Match-
i cap be made onD any number or combination of 26 types of factors,

Iicluding inlterests, aptituides, temlmerments, and general educational
development (not necessarily number of years in-school).

D).CA All'S: Of fifteen State CAMPS committees surveyed,
fourteen were ineffectual. By itself, CAMPS is insignificant, un-
less it is viewed as the initial step towards more drastic reform,
such as increased local control over manpower funds.

3A A omment: CAMPS was designed to serve as part of a planning
sysem and to achieve better communication. Based on "Revenue

haing" concept and our decentr-alizationi/decategorization thrust,
CAMPS is being structurally overhauled to make it more responsive
to State and local needs and to facilitate true planning.

E. RES Plan of Se?-vice: The plonn ing concept has never taken
meaningful root in the State agencies. Most pl ans read alike and
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reflect current DOL rhetoric; plans are often contradicted by ac-
tual performance.

MA Comment: In FY '71 final review responsibility and allocation
authority were decentralized to the regions. ESARS will provide data
to help measure performance against plans. The Regional Operational
Planning and Central System will be used in a regular review of op-
erations. Better monitoring guidelines are being developed.

F. Employment Security Automated' Reporting Sy~tem
(ESARS):- It is too early to determine whether it will be an effec-
tive planning tool, although it provides opportunity for more
effective Federal direction of State agencies. Basic shortcomings
to date are tendency to over-docutment, and failure to include a
number of basic performance standards.

MA Comment: ESARS contains data which can be used in gauging
performance against, plans; revisions to lbe effective IDecember 1171
will provide still better data. Reports are being obtained from all
States except Maryland. Though there are still some reporting prob-
lems, the system is continually improving.

7. State Agency Staff: In addition to not having stifficient inority
employees or persons exIperienced in dealing wvithi the disadvantaged,
as mentioned above, many agencies include too many people whlo have
been on the job too long, at. pay levels that aire not competitive with
private industry and under conditions that discourage vigorous,

imainative individuals.
MA Comment. Along with other Federal programs, we have suip-

N orted and p~articlpate(l in two major efforts to hell) State agencies
develop their personnel mianagemnent capalbility: (1) thie lntergov-
erment Personnel Act (1 91-648) an(I (2) lPevised Fedleral Aferit
System Standards reissuedd Mlarchi 6, 1971). Thie former prIovidles
such opportunities as grnts for st aff1 tr-aining and per-sonnel m1ange-
ment, improvement, technical assistance and intergoverinmentaii co-
operation in recritmhent.'IThe latter serves to encourage States to over'-
haul their merit system policies aind rpoceditres to fetter serve lpio-
gram agencies in accomnplisingi their missions.

8. Teste and Job Cia~iflaation Sy8tem:.. These aire culturally biased,
with too heavy reliance on past, work experience, channeling aippli-
cants into similar jobs in the f uture..

MA Comment: QTAT13 is recognized as the best validated mtile~)1
aptitude test battery in exist ence 'for use in vocational guidance. Also,
we have developed a Spanish version language of the (4Ani for use
by Spanish and Mexican Americans, phis the Nonreadin g Aptituide
Test Batter y and also now developing Work Sampling Techiniques.

9. WVIN: Auerbachi Report of 1969) prep~ared on re'equest of 1)01 for
ain evaluation documented many flaws whichl reviews of State agencies
substantiate. kor exatnple, WIN. has handled only at small percent of
eligible AFD)C population ; services aire fragmented; only 20 pei'eiit
of participants get jolbs-and many jobs aire in1s11ffici('entr to insure1.
removal from welfare rolls; cost per suiccessful enrollee per year is
$4,000.

MA Commwent:- As of Februtary 28, 1971, 90 percent, of aill WIN
training slots were filled. Whiile '20 percent of those who have ter'-
minatted from the pro irami were placed in jobs, (o perceiit of other
terminations were for 'good cause :" return to school, death, loss of
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child care, loss of eligibility, illness, pregnancy, etc. Average wage
rate received by employed terminees was $2.31 per hour-sufficient to
completely remove family of 4 from AFI)C rolls in 22 States and
substantially reduce benefit, payment levels in others. Also to be con-
sidered are social, economic, psychological benefits. The $4,000 figure
is derived by dividing thle total expenditures by those successfully
placed in jobs, which does not take account of cost for mnanpowver
services for those still participating. Average annual cost per WIN
partict'pAnt is $1,200.

10. t ood ASt an Act and P~AP., Based on ES performance with the
WIN program~, it is clear that enlarging the ES role undler FAP
and the Food Stamip programi-where it would be dealing with simi-
lar clients-would be a ~great disservice to those who expect substan-
tial economies by moving large numbers of people of the welfare
roles and it, cold have htaic consequences for the welfare recipients
themselves who aire CXIpectilng mneainfgful em1ploymient.

MA. Comment:- The specifics of the Food Stanip program are still
being worked on with U SlA. Th le FAP) legislation is still being de-
velopeci in the Congress. The MA is studlying what form ES par-
ticipation ight tak e. The extent to wvhicL ple can be prepared
for work and tI e extent to which there are available jobs will de-
termine the degr-ee to which goals will be achieved.

11. 11P),"rentiee8/Liv i information Center8 (111CR) . The AICs role
is primarily lprolnotlon land informiatioinal; they have no sanctions
and feel 110 special responsibility to minorities seekcingy access to the
lucrative construction jobs; and their performance to date has been
unimpressive.

AlA ComineWnt MC's aire deeply committed to serving minorities.
The MIA is itself reviewig thle enters and working on inoi'e effective
approaches, tieli InI with BATI and Construct ion Out reachl programs.

12. ICIVSA: The DOL should "recognize the group for wliatlit is-
representative of the vested interests in the State ES bureaucracies-
and that it should be separated physically and fiscally from the De-
partment of Labor."

MA Content: As State agencies aire 100 percent federally funded,
any funds used for ICESA would be Federal f unds. ICESA performs
a valuable service in providing State agency viewpoints and input on
policy consideration which would affect their operations. This is one
of many groups and individuals consulted.

Following are tile Lawyers' Committee's recommendations:
Committee'8 Recommendationa

A. Data collection, job listing, job matching, placement and man-
power projection functions performed by the' L4S should be totally
separated from the basic personal service functions: interviewing
assessing, counseling training, orientation, and other activities directed
to helping individuais become employable.

B. The former functions on dat colcin o iting etc. in A
above, should be given to the ES system which should be federalized.
All services related to making individuals employable should be given
to a new agency, which would in affect act as the "workers advocate,"
and this agency should be a newv Federal agency or a State or local
government prime sponsor.

415-745 0 - 71 - pt. I - 44
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C. Federal, State, and local governments be required to list job open-
ings with ES. Further, all private employers wvho are contractors with
the Federal Government. be required to list openings with the ES.
Eventually, all employers eni afed iii interstate commerce be required

to pst ob penngsWith the T A
1)j~ieDeatmn of Labor should be given a resource for the crea-

tion of Jobs InI both the public and the private sectors; thiat it should be
a flexible one which is adaptable to the crisis in the economy..

E. The resources and responsi bilIties of the ES for promoting and
enforcing employer compliance with the Civil Rights laws should be

F. The farm labor placement functions should be discontinued or
that the service be separated f rom the D~epartment of Labor and funded
by the growers.

0. Specific appropriations should be earmarked for rural manpower
programs and they should be greatly increased.

if. The Department should take steps (at) to sure public partici-
pationi in major decisions on the operation of the ES and the delivery
of manpower services and (b) to bUil 7000d 0on8tuent groups, COrn-
mitted to monitorz'ng and upgrading ES operations.

Af A Convrent8., The Manmpower Admninistration seeks input from
aill groups and will take these recommendations under consideration.
Action will depend on assessment of mafny recommendations and
studies and on legislation being worked on in Congress which may
affect ln1alpowe' programs.

Assistant Secretary Malcolm R. Lovell said "We recognize quite
clearly that the Employmnt Service is not per-fect. It has, however,
made substantial progress in recent years, an encouraging (levelol)-
ment not given great promninence in the Urban Coalitioni Report 0.
we are currently studying what formn the Emnployment Services' par'-
ticipation will take under the President's Ipropl)5d Family Assistancee
Program. Although they will clearly play at role it is still too early to
(define it in specific terit)5." (See attached releasee)

Cornmittee'8 Research:- Interviews and document reviews conducted
at both Federal and State levels, over six-monthi period, ending March
30, 1971. States reviewed: California, Indiana, Illinois, Loisianai,
Massachusetts, Michigan, Mississippi, New Jersey, Neow York, North
Carolina, Ohio, Pennsylvania, Texas and Virginiia. The committee
cites s(eeral 01(1 reports (mo1st which were l)OL financed) to buiild its
case against the ES, such as the report prepared by Chiarles Stewart,
transmitted in the form of a memorandum to the Uiider Secretary,
Aucgust 6, 195~8, entitled "1ORD Reoview of Major Aspects9 of the Pub-
lie imployinent Service, 1947-1957" which described thie ES its hav-
ing been through "eleven year of stalemate, if not p)rogr~essive do-
cline."1 Another example is tin April 1968 report by Anerbachi Corpora-
tion concluding "the chronically disadvantaged aire not reached by
the program ."ThIe Department funded these studies to uncover pr'ob-
lems or weaknesses in the operation of theo ES. In instances where. the
problem could be solved by action on the Departinent's part, or in
cooperation with State agencies, action wvas taken or initiated. Where
developmental work or studies were needed to find ways to help solve
problems, these were undertaken or are planned. For exam pie, in
reference to the Stewart Report all of the reforms outlined tinder ourl
comments to Key Point 6 were initiated; in reference to the Auerbach
Report, see comments on Key Point 2.
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STATEMENT By AssISTANT SECRBTARy OF LABOR
MALCOLm R. LOVELL, JR.

It is difficult to see how a manpower organization, such as the State
Employment Service--which has found almost 6 million jobs for mi-
nority persons in the past three years--could be viewed with the con-
tempt expressed in a rep~or't issued today by the Urban Coalition and
the Lawyers' Committee for Civil Rights Under Law.

Thirty-seven percent of the job placements, made without charge by
the Employment Service, from 1068 through 1970, were for persons
other than white, even though such persons constitute only 18 percent
of the nation's population. During this period nearly 14 million jobs
were found for Americans in a wide variety of occupations.

The Employment Service is anl institution in transition, moving from
a. strictly labor exchange operation in 1962 to the more comprehien-
sive manpower agent icy it, is today. We think the State agencies have
maide great progress fin this very 'difficult task. This change, of course,
has resulted in a number of I)roblems, some of which need further
attention.

Quite f rankly, the emnpahisis of the EHmployment Services; on plac-
ing the disadvantaged in jobs has met with disfavor on the part of

me employers. Paradoxically, the Employment Service has been
criticized by some employers for not referring qualified candidates
and not being sensitive to their needs while being criticized by some
of the disadvantaged for not-, providing adequate job placements in
all cases.

We recognize quite clearly that, the Eimployment Service is not per-
fect. Tt has, however, made substantial progress in recent. years, anl en-
(orai# development not given great, promilnee in the Urban Coa-
lition Report. The installation of at Job Bank system in 66 large com-
munities across the country is but one step by the Employment Service
to speed suitable job placements for all Job seekersg, including the dis-
advantaged.

We are currently studying whlt form the Employment, Services'
particiation will takce under the President's proposed Family Assist-
ance P11irogratm. Although they will clearly play a role it is still too
early to define it in specific terms.

Long criticized for its failure to include anl adequate number of
minorities in its staff, the Emnployment, Service has boosted its minor-
ity representation from 6,8.1.5 persons (11.8 percent) in 1967 to 11,062
(16.2 percent) as of August, 1970. 17n 1966, r),5 percent of minority
employees were in managerial or supervisory Positions. BY 1970 this
figure had risen to 8.2 percent. Another 10.6 percent were in profes-
sional aind technical positions. s

Tt should be noted that the Emllploymnent Service is9 a 100-percent
federally-funded State. agency that, is being required toset goal and
timetables for the hiring of miinority group persons in its local offices.

Recently. the Labor Department made available $10.1 million to
these agencies to make possible the hiring or upgrading of 3,000 dis-
advantaged per ,sonls for their staffs. All the jobs for these individuals
are ones with a professional future. a0 i

Certainly, these efforts, continuing and growing, will make the State
Emlployment Service system a much better organiztfion.-

To look only at its weakness is a disservice to the Nation.
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Que8tion 8e; "1What percent of ES placement8 of the disadvantaged
(or of welfare recipient8, if known) have been in job8 below the mini-
mum wage? Not covered by workmen'8 compensation? Le88 than 1
year? Agricultural?

Re8ponse:-
As indicated in the response to question 4b, average entry hourly

earnings for FY 1971 employed WIN terminees ranged from a low
of $1.91 to a high of $2.92; average for the total group was $2.28 per
hour.

Data are not now available on ES placements in general by wage
levels, or by workmen's compensation coverage. State ES agencies
operate in compliance with Federal and State laws and regulations
on these matters. Placements are reported on the basis of short time
(3 days or less) or regular (all other placements). There is no data
covering placements less than 1 year. Twenty-two percent of ES non-
agricultural placements in FY 1971 were of disadvantaged.

No data are available on agricultural placements of the disadvan-
taged as an estimated 93 percent of agricultural placements are made
of groups of workers and there is no in-depth interview with each
applicant to obtain information on family income.

Question 8f:- "Recent DOL policy memoranda, 8tate that the ES
will become (or i8) the "coordinator of manpower pro granw". 'What
doe8 this mean?

Response:-
Manpower coordination in relation to the Concentrated Employ-

ment Program (CEP) relates to the grouping of manpower tasks into
a single manpower services package which is usually subcontracted as
an interrelated whole to the ES. The document which defined the
task grouping and responsibility for it is Manpower Administration
Order No. 14-69. Previous to the issuance of MAO 14-69, in delivery
of manpower services in the CEP program there was some fragment-

inover-lapping, and some confusion over duties and responsibilities.
MAO 14-69 requires a single agency, usually the ES, to provide (and
thus be totally and f'nlly responsible for th administration of) the
manpower services package.

These services are defined as:
outreach
intake
orientation
assessment and counseling
coaching
referral to employability development services, including

training
referral to supportive services

job development
placement -
intensive follow up

Outreach, coaching, orientation, and intensive follow up may be
handled through subcontracts to other agencies if it is decided that
other agencies can better or more easily perform these services.

The ES is responsible for the manpower services package in all but
two CEPs. The two CEPs are Manchester, New Hampshire and Gary,
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Indiana. The decision was made to not subcontract with the ES after
a long series of negotiations from which agreements could not be
reached.

In addition to being the subcontractor for Manpower services, the
ES is the prime sponsor for four CEPs and therefore, responsible for
the administration of the total program. These CEPS are Northern
Michigan, East St. Louis, Mfississipp)i Rural and Arkansas Rural.

A Juine 25, 1969 publication entitled "The Employment Service as
a Comprehensive Nanpower Agency" explains the E9 reorientation to
provide intensive employability development services for people most
in need of them.

There have been several recent releases describing the Comprehen-
sive Manpower Delivery System Model (COMO) which is being used

experimentally in 10 cities and one rural area. TE4,SPL No. 2607 dated
November 10, 1970 states that the experiment should help improve
"the local employment service as the focal point for local manpower
activities." COMO is anl effort to redirect local office operations and
provide three levels of service based onl applicant need" (self-service,
employability exploration, and employ ability development).

nliliad ditionv, there have been releases in relation to improving em-
ployer services activities the primary method of job finding and work-
ing with employers to encourage them to fill their malnpower needs in
terms of available workers, who are or could be trained. Coordination
discussed in relation to employer services is generally, as stated in the
attachement to TEPjLp 2637 dated April 1971, "coordinating employer
services- activities conducted uider ES -granits with WIN, CEP, and
other job development, activities inl which the Stfole is involved and
with community agencies."

Question 9.: Pro qram Mfanagemenit: What will the role of the C'AA'8
be uider the 01f program? What is your evaluation of and do you
intend to stick wvith the "prime sponsors8hip"l approach? What other
private or public agencies are appropriatesp1ors

Response:-
1. The mandate of HL.R. 1 is clear; the Department of Labor is to

conduct its local OFP operations through those agencies or groups
which have the demonstrated capability to perform in a responsive and
efficient manner. The Department expects to look keenly at the nation-
wide system of CAA's, evaluate their pirioir manpower experience and
performance, and determine their interest in participating as our
agents. Where selected, such participation may range completely
through the spectrum of responsibilities f romn management of a range
of manpower development operations in some localit'ieOs through advice
and guidance about the needs and conditions of the welfare-eligible
population in others.

2. The primee sponsorship"1 approach:, there is, unfortunately, no
simple or single answer to the many problems with and advantage's of
the prime sponsorship approach to manpower program management.
No area or community manpowecr program which is delivered through
a multiplicity of contracts, is funded on an annual mnulti-million
dollar basis and which must work with and respond to the great range
of human needs and wants can remotely be viewed as easy to manage.
Yet, it is management that is the duty and task of a prime sponsor.
Our advisors and evaluators tell us that the order of management skill
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re quired from llialilpoW(T program lial pagers is perh'laps the most de-
miiding in the nation today. -It is against, this level of mnagem'21eint
difficultyy that the performance of D OL-affhl iited prime sp)onsol's must
he viewed. Solne have t-ailedl miserably and have beenl +eplaed ; others
have Produced it high degree of coordination among their coop)erating
service deliverers, hatve kept, 'sts al ignedl with product ivity and have
mnet their goals. 1 f there is IaiIy consistent lesson emm011ierr ino ro the
Prime sp)onsor eXperienice to (lte, however, it lies inl t~le Tlard, clear
evidence that lhe a1 lea l a] I li/ma hiager is the pi vot onl which anl area's
eolnl1plellensivT 111111 l)ONNT ri 1)graIll swings ; the consistent element Onl
whlichl success or fa i le deI wilds.

At our present, stage of thinking about. OF13 (delivery systems we
aire considering thiat. withlini anl OF1P administrative alreai (which m-ay
lbe ats small it part of at major city or as large ats at slparsely popIutedl
state, depending 111)01 thie geographice mandates) this critical p~lan-
nlinwlanlagenient. function wvl , wheneaver. feasible, be performled by
Fednral employees. Below tie, areaa level, however, it is entfirely psi
blc that it ma~y beComie necessary to enter into prime sIponsor-type
relationships w ithl agencies, groups Or units of governmlenlt. to (10 the I
mnaigemienit/coor-dinattionI t ask for a geographic subunit of the il are
or to manage all arell-wide aggre ration of services. Ifere again, the
un ,ique circumstance, of the indivi fi al area, will dictate tihe pattern of
Prime sponsor use. The capability of the proposed prime sponsors wvill
(let ermine their selection.

3. Appropriate Prime Sponsoms: Insofar ats our capacity to predict
wh~lo these Prune Sponsors Inay be is concerned, we can only fall back
oil experience. T1o date comprehensive empower progam prime

1fspoor have included:1
Units of government.
CAA's: The variety of administrative variants here is large;

CAA-type prime sponsors have included private, non-profit
CAA's, CA Es runl by mayors, Coalitions of county CAA's (in
multi-county rural areas) and separate corporations'whiose, cirec-
tors are CAA staff members from at number of GAAs.

CDAs (The Mayor's Model City Agency).
State ES agencies (in both WIN and CEP).
Priivate, for profit organization (inl Job Corps).

Clearly, anmy of t Iiese agencies or. groups could serve as lrilie spoil-
sors, along with a lost of other, equally capable publlic andi)1vate
groups. Again, the pecuiliam circumstances of the area, involved will
dictate ; the area manager Will, working Within broad admuinistrat ive
gi idel ines, chloose the particular 1 malnagemlenit configuration required
Where the prime sp~onsor approach is to be used. InI the development
of the OFIP delivery system new sources of p)rimne sponsors, e.g. private
nonprofit or combinations of the above sponlsors may be developed.

Question 9(b) .' How will the adifitain pnosietc., of the
ma'ripower, program's uder OP'?i be relatedl to the administration etc.
of existing mantpowver program? (211)TA, CIVPI, YC, etc.)

Response:
Thlis question opens one of the most (difficult and complex adminis-

trative issues facing tile IDepartment's program planners, one madec
1Please note that we are drawing largely from the CF4'P. WIN and Job Corps experience.

Other manpower operations such as those found Ii INDT ', Operation Mainstream, New
Careers, NYC, the JOBS program, etc., are more restricted In scope andl limited In. nature.

65-745-71 -- 6
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infinitely more diflicult by the uncertain, status of the pr-oposed 51)ecil
manpower revenue-shiarinig legislattion. Some methods and necessities
are, however, elilnrig as we Wrestle With the issue. Onle approach
Wvo1ldt be to estalblisri a, system thiat ensures that sonmc appropriate p0or-
tion of the non-( FP' funded D1)O manpower effort, is made available
for O1Q) recipients.

Inl addition, N~ are e'xatfmiing the problems andl possibilIities inher'-
enit ini cordinated staIr planning ait th e delivery level whiichi would-

(Ive 101) a1 un iformn assessnilemut of lmuahljpo eL' needs fni n's re.01ces
obtain n ifrili unlde l'stllI di lig and agreenienelt 0il thme v'i'lollee

pr1ior'ities 10 be it )plied I)y each of the vaiul-uddandstatu-
tori ly-autliori11Zed programs assigned to tihe D epartmenmt ati flili-
ato(s ill(I active ill thlelc (funded under such (lispa rate statutes
ats the MI)TA, the "EGCA, thie ETU, the Wagncr-l-evser Act and,
ILI.1. 1).

oIbta in agmeoent Onl the inamm1ower services llmed b)y the, varn-
otis 1)01 program enrollees and onl the agencies or groups to be
ulsed1 to (leliver suchl services.

All of tis would provide at commllon bawsis for each ma111)npower prlo-
gm'aml muanager to phanl anl(i e'atex c eivr i (tol-hoi
their owNNl (d~or's or those of conti'netoms-to accompl ish their lhans
With at lumilimuwn of duplicationn and understanding of the necessary
interrel ationsisps. This coordination requires at very high level of mani-
ao'enmet effort,

Question 9(c) .' Provide u.9 mith. a 7listivg over the past 5~ years of
.,pvonrh'ip of progr-amautlwrized by the EA., showivng speci .1clally
those 'whichi har-e been transferred from CAA'sq to mayors and indiccit-
'ing the reasons therefor.

Response:
(Note :-A 170-page list of sponsors of EOA programs was submitted for the

Committee files.)

.CEP Original sponsor Current sponsor Reason for change

Region It: Buffalo...Community Action
Organization (CAA).

Region Ill: Philadelphia. Philadelha Em ploy-
ment Development
Corp. (CAA multi.
agency sponsorship).

Region IV: North SEACAP (coalition of
Carolina, rural. county CAP's).

Miami.............. Economic Opportunity
Program, Inc. of Dade
County (CAA).

Region V:Northern NORCAP coalition of
Michgan.cou nty CAP'

Minneapolis.......... Mobilization of5sconomlc
Resources , Inc. (CAA).

Columbus----------...Columbus Metropolitan
Area Community
Action Organization

Region VI: Houston-.. (CrriAA? - y Com-
munity Action Asso-
ciation (CAA).

Region IX: Oakland--Oakland Economic De-
velopment Council,
Inc. (CAA).

City of Buffalo....

City of Philadelphia..

Manpower Development
Corp. (private non-.
proltit organization
wtilch Is offshoot of
the North Carolina
Fund).

Failure to operate within Federal guide-
lines (MAO 14-69) and poor per-
formance.

Multiagency sponsorship not satis-
factory due to difficulty in defining
respnsibility and fragmented.authority plus excessive subcon-
tracting to member agencies of the
sponsoing agency resulting in
financial unaccountability.

Poor program performance and
management resulting in lack of
support from the business
community.

Motropolitan Dade Disagreements and conflict between
County Government the administrative staff and con-
(county government). sistently poor performance.

Michigan Employment Inefficiency in program administration
Security Commission, and con sistently poor performance.

City of Minneapolis ... Failure to fol low gu idelines and
Instruction s as well as provide
needed Information to the regional
office. Incompetent program
administration.

City of Columbus-....Consistently poor performance and
fiscal irregularities.

Harris County Com-
missioner's Court.

City of Oakland.----

Poor program management, fiscal
mismanagement, and failure to
meet goals.

Failure to operate within Federal
guidelines (MAO 14-69) and poor
performance.
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Question 9 (d) flow will the OFF M!anpower Po grain relate to the
(lMP tructure ?

Response:
Tin developing at model of OF11' prograin management, the IDepart-

ineiit wilt NvIslm to assure close interrelationships -with the Cooperative
Akrea Manp111ower Planning System (CAM1PS, particularly inl light of
the recent revisions to that system. CAMPS is a fundamental tool for
coordinating the deliveryy of empower services in particular areas, for
a voiding dii 1)lication of services, and generally for exchanging infor-
imitionl OHI t 1V Ihl olf varliouls agenqCIes. As a major addlitionl to the
f1,1r117of* available manpower pogram serviceS, OPP intst, be related

to -lo)co(Iilnative M1cI's 01f CAkMIS. A p~recise (descriptioni of
CAMPlS-OFJP relattionsmips, however, imist await, further study of
'111dd tec isions onl the following are-as of coilcorni

1. Criteria for the (lesigiation of OFP areas.
D.lesign and structure, of OFF delivery system.
3.1eiition of the functions of the Ol' P adv isory committees.

1 )spite these unr iesolvedl quest ions, di hee is at pe 'jotenlti al for sub-
stantial tie-inis between OF13 and CAMNPS Administrative and po-
gpian efliciency require that, where p)ossible, OFP and CAMPS p1 an-
I11in0r ar11eas be Compatible. Piurthc,', the recemi; revisionls to CAM J)5q
which prlescribe at new, broadly representative niemnbershiij) model with
(iclegat Cs f rom mianpowver agen.lcies, Client goipis and tile general publ)-
lic, including lisinless and labor, an'd wvhicTu assign CAMP~S councils at
niew progi-1am1 evalutationl role, closely resemnble the OFP committee
standards set forth in Title XXIl Part 1), Section '2178.

Question 10a. 1tat en-idenee do you haive tat traiinq increases
Cfiloyabi/it?

Response:
'P~here, have now beenl a considerable number of forml cost-benefit

evaluiationls of the Various mnanpower training prograins that, go to the
(jttestiomi of whether eniployability---in terms of ac'tulal sulcess in thie
job mlarket-wvas greater fo r those tranlledl tham those nlot, trained. Akl
of the-studlies that we are aware of showed p)osit ive I)Celfits. Th is means
thlat those trainled did better thian those not trin mcd, and that thle belle-
fits resuilti IV'* front inicre115ed(l e11111ii S werec greaIter thlmam the cost of
ttimminmg. rle attached tables list. the0 studlies that, are evidence that
traliig in1cieaIsvs Villoyabil ity

Authors Program Date of study

Stems Development Corp............................... JOBS.......................... 1969
US. Senate-----------------------------------.........JOBS.......................... 1970

Greeniel h Associates-----------------------------........JOBS-------------------------.. 1970
Hardin kBor us---------------------------------........MDTA---Institutionai -_----------1969
Department of Health, Education, and Welfare (Education and MDTA- Institutional and OJT ---- 1970

Trinn Doorway to the Seventies),
Muir et al (Planning Research Corp,.----------------------.....do------------------------.. 1967
Smilf (Dissertation)-----------------------MDTA-Institutional------------- 1970
Main (National Opinion Research Center)-------.....*--------------- do------------------------.. 1966
Stromsdorfe r------ ----- *----------------- ----------- State institutional training ---- 1968
Systems Development Corp-------------------------------Concentrated employment pro- 1970

gram.
Leasco Systems & Research Corp------------------------------ do------------------------- 1969
Borus---------------------------------------..........Neighborhood youth corp (out of 1970

school).
Waltman & Walton -------. -............................---.do---------- ------------- 1969
Cain -------------- -................................Job Corps----------------------.1967
Louis Harris & Associates-----------------------------........do---------------------- 1969
Job Corp- research aiid evaluation------------------------.......do------------------------- 1966
Waltman & Waltman--------------------------------.........do------------------------.. 1969
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If more details are desired about the findings of these studies, the
Department of Labor will be glad to supply it.

The second part of the question is 'doesn't employability depend
on the job markett" The answer is that it depends on the skills and
education in relation to the job market-what employers are actually
asking for in the market. That is why the test of it training programs
should be the results obtained through actual hir-ig and increased
earnings, rather than simply mnmlers trained. The studies listed above
are in terms of results aichiieved in the jolb market.

Question 10(a) (cont.). Give placemenlt results of I)OL Trainivg
programs for the past 5 years idicatng salarTy levels

Zai espon71s e:
Attached is a Table showing Placemient Results of major MAfnpower

rLvlaini3g l~rognams, F Y's 19o7-197.
PLACEMENT RESULTS OF MAJOR MANPOWER TRAINING PROGRAMS ADMINISTERED

BY TIE DEPARTMENT OF LABOR, FISCAL YEAR'S 1967-71

MDTA:
Institutional:

Comleions.................
Plaemnts ..................
Percent placed................ ...

OJ Average hou rly wage......... .......
ComleIons......
Placmets..................
Percent plced.........._
Ave rag a hourly wage.........

Job C orp s:A va ilable for placement... .....
Placements ... ................
Percent placed...... .... .......
Average hourly wage ............

JOBS:
Completions ...... ........ ........
Placements ............ ...........
Average hourly wage ...................

CEP.
Completions............ .......
Placements_........ .............--
AI verage hourly wage--. _........... ...

Completions_. .. .. .. .. ..... .
Placements.....................-
Average hourly wage.........---- .....

1971 I 1970

85, 500 85, 000
62,650 62,000

70.0 72.9
(2) $2.12

50,000 62,000
43,000 53,300

86.0 86.0
(2) (2)

28,376 37,993
21,538 30,788

75.9 81.0
$1.87 $1.84

45,500 32,256
45,500 32,256

(2) $2.51

30,000 43,394
30,000 43,39
$2.18 $2.0

20,000 13,733
20,000 13,733
$2.28 $2.31

1969 1968 1967

95,000 91,000 109,000
71,000 64,500 80,000

74.7 70.9 73.4
$2.12 $2.04 $2.04

65,000 73,200 83,600
53,000 63,000 73,700

81.5 86.1 88.2
(2) $2.29 $2.29

55, 073 58, 599 22, 956
42,368 31,904 15,208
76.9 54.0 45.5

$1.72 $1,59 $1.56

1,550 _ _ .. . . . .
1,550 _ .. .. . -.. . -

(2) . - - - - - - - -

I Enrollment and placement data for 1971 is preliminary.
2 INA.
3 Data available only since February 1970.

TECHNICAL NOTES
C'omnpletions

The var-iouls pl.ogrn. 1lls, (le)elvi11ig 013 their nature 111(1 objectives,
have li fferilig ('oncelpts of com ipletion. Somle a11'v trainling programs
,;(1h11 s MI)TA fiistit'lti onal andl OJT, anid have a shirt and finish
(late. of vatryiig length tu113it a tii objel/c(/'. Of luci programs such
as WVIN anid C EP have an employment ob~jectiv'e. These latter pro-
grais see that all appropriate se rvices 1)0th training related and
noui1-tmaining related are Provided( so as to provide the expeditious
placement of the enrollee in employment without regard to a specific
enrollment period; thus in WIN aind CEP, completions and place..
ments are based on employability plan completed only. In Job Corps,
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the concept of "available for placement" is used, excluding those corn-
pleters who are not available for such reasons as family responsibili-
ties (in the case of female enrollees only), illness or confinement.
Placements and W~age Data

For purp~oses of the table, placement is (lefinedl as a1 person placed
in emplo1 ymen~it except foi' Job Corps which includes iii11 placement:
emlploymnt, enterig full-time school, or joining the Armed Forces.
The hiourly wages shiowii are entry wages paid to the pers~on placed
when hev enters employmentt, imnmediately upon01 completion of
training, except for MADI A, for which program wage data is obtained
from a followv-up form received 3 or 61 months after completion of
training.

Question 10(a) (Cont.) lMbat lias been. your eirPe7rience ;n terms9
of uzltimate ;ob placemnts undver on-tb e-:iob training programs1 as
Compared ith, ins9titutitonal training? (JVIiV)

Respon8e:
For a number of reasons on-the-job training (lid not become at sig-

nifliit lpart of the. WIN program until F.'Y. 1971. Simplification
of procedures has stimulated enrollment in oni-the-job training and
ena bledl a considerable number of individual,,) to mT~oVe inito this corn-
plieit inl recent, months. Our experiences have been good and are
coiuiniig to improve, in this area. 11Te expect to rely heavily upon
oni-the-Job training aIs a component in thle nlew% program wbichl is
presentl r being considered by the Congress.

Inl FA 197,1, of' thle 7,20)9 WIN enriolfees whio lpart-icilpate(l iii OJT
training (including NAI3-JO13S), 27 percent, were placed inl perma-
nent jol), 34 p~ercenlt were still in training, 6 percent teriiatedl from
the progi'ain and the balance had transferred to another component
or status, still within the WIN program.

In contrast, of the 6-5,04.9 participants inl institutional training, 8
percent wer placed in jobs, .36 percent wvere still in training, 9 per-
cent had dropped out, atnd the balance-46 percent-were inl other
WIN components.

It should be noted that WIN is a comnlprehen si ve program without a
specific enrollment period and enrollees may be. cycled through vari-
oils comlponents as needed, in accordance 'with theii inlmloyability
p~lanl. For example, they may go fromT OJT to a. work experience. coin-
pllent, Or to another .OJT Component. that maly be more, approp)ri-
ate: they inay go from institutional to OJT, or work experience, or to
NAB-JOBS.4

Question l0b.' W1liat percent andl at 'w,4af levels (by training slots or
founding) of the traiig under OFFr will be OJT?

Ii'spoIisc:
We aire still in the planning stages concerning types of training to

be offered under OFF, and we have therefore not y7et designated spe-
cific levels of activity for the various tr-aining influencing our choices
for training which will lead to a strong emphasis on the O.JT ('on-ipo-
nenit. Some of these factors are:

1. Ani OJT slot brings the trainee much closer to the experience
of an actual job situation than classroom training;
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2. A new OJT system currently under development would en-
courage employers to Participate by significantly simplifying and
streamln]ining p~roceduires in this type of program;

3. The expected up~swing in thie economy Avill provide many
more opporunties for OJT thiani have, been available in the re-
Cent p~ast.

As a result of such considerations, we now antliipate anl extensive
OJT component under OFF in wich ifmore OJT training opportunlii-
ties than institutioi-al opIportun ities would be provided. At; any ino-
mnent, of time, of course, the (exact prop'ortionl in OJT will (leI)enid upon
the~ state of thle econlomy and the. entry-level training opportunities
ava11ilable in the job maifrket.

Q'rtU~1 /0(0c) I Provide aS rn/l isli of mfl(iO privacte, firm par-
ticipantsq (i'll1dillq 'no n1-profi t ro//)Oto,; ns) in trudninql to late, indi-
cating amount of con tract, kind of trabning, job placmn~xt and career
advancement resIits (for JM'1', 1J0B , awld 0AP). Indicate which
of tho.90 flims amC mInority CoflCCef,2(180 ls pti)?Ie a ,ist of minority
firms 11)7ich have applied for and beenl denied suchl contractsg.

Response:
(Note: Thle Labor Pl)artmnit sublmittedl for the Committee files at

1,216-page list of sponsors of JOBS contracts.)
Que8tion 10(c):- Role of Phrivate J~i/)f Participants in CATI

Draining.
Resqpolw~:
Two CEPs, North Carolina, Rural and Rochester, are sponsored by

non-profit corporations. The former pr'ogrami is sponsored by anl-
power Development Corporation, with a contract for millionio.
Rochester Jobs, Inc. holds the $1.7 million contract in New York. Aks
prime sponsors, these organizations atre responsible for thie total ad-
ministration aind operation of their programs. While neither many

be lasifid a a minriy concern," both are well integrated in their
administration and operation.

In addition, the 82 CENs have numerous stIblcontracts within publ ic
and private, profit. and non-profit, corp~orattions. Two corporations
which frequently have CEP subcontracts are the Urbani League anti
the Opportunity Industrializationi Centter (01 C), bothi in minority ma11i-
aged. Generally these stibcontracts are for orientation, basic ediic-
tion, andl 5011i( training. Spanlishl Speaking orgai i zat ins hold
subcont racts in areas N vith conlCeniti'lt io0n)s ot Puerto Rican or Mlexican 1-
American p~ersonis. C EPs maty also st lbeo t, I'llct within private companies
and schools to spoid jecific types of training. In a(ldition, of course,
CEPs may refer their enrollees to NAB-Jobs contractors.

Specific Count, is miol; kept of thle pi'oport ion of CPA l~Contract ing,
which goes to what might be called "minority firins." It shiold( be
noted, however, tha,-t the nature of CEP~ sponsorship generally builds
on full community participation.

Attached is a list of CAA's which are CEP prime contracttors-,.
Obligation figures, as well as goals for training, job cx perience, aiidI

placements (job entry) are for Program Year 1971. ti veh catsel.
therefore, the data cover the 12-month measurement period now in
operation.
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CEPS spnsored by Community Action Ageis (C)aegv
ernedi by CAA Boards set uip according to OE4'jO giclelincs. Adequate
minority representation is therefore, assured.

The two CEPs, North Carolina (R) and Rochester, sponsored by
private non1-profit corlporatioils cannot be called "minority firmss.
They are, however, well-integrated in both administration and
operation.
A/1b uquerque OEP

AlIu(ue(~e-BrnliloCounty Economic Opportunities Board:
Trraiinlg: 687; Job Experfeonce, 544.
Job Entry : 332.
Obligation: $1,911,953.

Ari?-zona, (R) (fEZ
Office of Navajo E4conomnic Opportunity:

Training: 628; Job Experience, 412.
Job En"Itry: 451.
Obligation: $1,420,000.

AZ//tinta
E1'conontic Opportunity of Atlanta, ic.

T raining : 382 ;,1ob Expirence, 2,32.
Job Entry: 556.
Obligation: $1,517,000.

Baltimore
City Council Coinnmunity Action Agency

Training: 997; Job Experience, 784.
Job Entry: 1397.
Obligation: $3,800,000.

Biivingham
Jefferson County Commiittece for Economic Opportunity:

raininlg: 3315; Job Experience, 60.
Job Entry:,304.
Obligation: $1,238,000.

IBolon
Action for Boston Coinimiunit~y 1)evelopinent, Inc.:

TIraining : 2400 ;Job Experience, 880; Suspension 700.
Job Entry: 2330.
Obligation: $5,737,064.

1Thidge port
A eti on for Bridgeport Com-munity Development, Inc.:

raiiflg: 525 ); Job E4,xperiec.e 90; Sutspensionls, 186.
Jo01 Entry: 540.
Obligation: $1,962,595.

charlotte
Charlotte Area Fund, Inc.

Training: 274; Job Experience, 157.
Job Entry: 536.
Obligation: $1,550,000.
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Chticago
Chicago Comnmnittee on Urban Opportunity:

'raiuihi: 259; Job) Experience, 563.
Job Entry: 651.

Ckiihinati
Community Action Commission of Cincinnati Area

Tri101) ig 3I ; Job1 Ej)01iefllce 1038.
.TbEntry : 4170.

Obligation: $1,790,769.
IDetroit
Mayor's Commulittee -for H umnan Resources Development:

Training: 800; .101 Exper'ience, 1570.
,Job Entry: 2,400.
Obligation: $4,000,000.

F7resno
Fresno County E4conloilic Opportunities Coll mission

Training . 699 Jo Experience, 28
.Job Entry : 447.
Obligation: $2,076,777.

Gaine8ville
Giainesville-iHall County Economic Opportunity Organi;zation:

Tlraiing: 234; Job'Experience, 50.
Job Entry: 333.
Obligation: $7,000,000.

Hart ford
Community Renewal rremn of Greater Hartford, ilc.:

training : 908 ; .Job 11Expetu'ince, 223 ; Suspenisions, :300.
Job Entry: 406.
Obligation: $1,952,787.

Hobo ken
H oboken Orgaiiml ion , gtinist Poverty anid Economic Stress:

Trii fing : 235 ; Job !..Ape1ieice, 250.
Job Entry: 1550.
Obligation: $696,408.

H~onolulu
Honolulu Council of Social Agencies:

U ,'rtili:3.53 ; Job E4"XI)Cllence, 301.
'Job Entry: 502.
Obligation: $1,713,000.

JiuntIle
I fll nt'svi Ile-N11adlisoil Com pluny; C.A .C. Inc.:

Training: 286; Job Experience, 0.
Job Entry: 516.
Obligation: $977,657.
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dJ(Wksonv Wie
Greater Jacksonville Economic Opportunity, Inc.:

Training: 291; Job Experience, 60.
Job Entry: 291.
Obligation: $900,000.

Kanlsas City
IL uiimn Resotirces Corpor-ation:

Training: 107; Job Experience, 650.
Job Entry: 366.
Obligation: $1,675,190.

Kentucky (I?)
Eastern Kentucky CEP, Inc.:

Training : 761 ;J*ob Expeiieuce. 295.
Job -Entry: 1,202.
Obligation: $3,000,000.

Las Yeqw9s
Economic Opportunity Board of Clark County, Nevada:

Training: 248; Job Experience, 254.
Job Entry : 275.
Obligation : $1,370,000.

Los Angeles
Economic & Youth Opportuities Agency of Greater Los Angeles:

ra,,ining: 353; Job Experience,, 1585.
Job Entry: 1266.
Obligation : $5,304,558.

Lowell
Coi mmnity Teainwork, Inc.:

Training: 40,5, Job Experience, 140; Suspensions, 150.
Job Entry: 400.
Obligation : $1,298,127.

Milwaukee
Cominnity Relations Social Development in Milwaukee:

'Trtiiniig: 623; Job Experience, 100.
J;ob Entry: 1166.
Obligation : $2,210,000.

Manchester
371 Manchiester Community Action Program:

Ti aiig 423; Job Experience, 415; Suspensions, 5.
Job Entry: 300.
Obligation : $1,387,979.

Ozaqrks Area, Community Action Corporation:
Training: 844; Job E xperience, 305.
Job Entry: 630.
Obligation : $1,900,000.

65-745 -- 71---4t7
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Minnesota (R)
Rural Minnesota-CEP, Inc.:

Training: 879; Job Experience, 590.
Job Entry: 623.
Oblogation : $1,852,158.

Ofontana (R)
Butte-Silver B~ow Anti-poverty Council:

Training: 510; Job Experience, 300.
Job Entry: 189.
Obligation : $1,402,612.

New Bedford
Onboard, Inc.:

Training: 635; Job Experience, 154; Suspensions, 70.
Job Entry: 285.
Obligation : $1,600,000.

New Orleans
Total Community Action, Inc.:

Triig:103 Job Experience, 314.
Job Entry: 520.
Obligation: $1,829,586.

Newark
U ntod (1oini ity Corporation:

Tran-ining : 380, Job Experienice. 233.
JTob FEIiti'y: 10250:
Obligation: $2,152,312.

Norfolk
;OttlII~~~ii~ 'i~waI~Oppoi'tiiu11ity Project, In1c:
T jpjl?~53'() .Job E x pc1ienlce,366.

'Job) FEntry : 700.
Obligaticn: $2,057.900.

ANor/h (trolhla (N)
\oithI (Cariolirt ;\ianpower 1)eelopmit (Jorpora.t ion, I1c

Trtijin Y:24; Job Experilence, 40.
,Job IEnjtry: 372.
ObligaItion: $1,321,224.

NA"1,3i' Xico (fl)
Noil-h ( 'ciitil New Mexico (1A AssQcizition:

Ttamining : 42G Jfob xh in~ 477.
Jfob Entry: 454.
Obligation : $15,524,000.

P'ittsbuargh
Community Action Pittsbur-gh, Inc.;

Training: 14.90; Job Experience, 643.
-Job Entry: 1166.
Obligation: $3,793,462.

BEST COPY AVAILABLE
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Portland, Mie.
IllN E CAP:

Training: 1161; Job Experience, 2,50; Suspensions, 735.
Job Entry: 535.
Obligation: $2,237,305.

Portland, Ore.
Portlanid Metropolitan Steering Committee EDA, Inc.:

Trainiing: 345; Job Experience, 307.
-) ob En try : ' 22.
Obligation: $1,828,752.

ST'rvdecflC
Progress for P~rovidence, Inc.:

Training: 325),-;.Job E~xperience, 35;Suspensions, 315.
Jfob En'ltry: 300.
Obligations: $t,387,9T9.

Rtochester
ltochies~tet jobs, Inc.:

Ti-fi ntng 264: .Job ExJperienice, 172.
Job 'tir:5-50.

( bliigatioiis : $1,753,000.
St. LOU08
'Po lin-i Devv ~lopmj)Ie1t C()ipOIat Ion of t etPd-l ; t. LouAis:

TrIahiiig-: 269 ; Job E xpe rien,,ce, 092.
Job) Entry: 750.
Oblizpjaii: $2,168,003.

Sall IK('flUsco

Ecolijoiic Opport unity Council:
'[rainig: 200;dJo' Experience. 707.
Jobo Entry: 936.
Obligation: $4,204,094.

San.t Aiyttmoo
Economic Opportun 1ity D)evelopmnent

Training: 3131; Job Experience, 265.
-Job Entry: 1118.
Obligation : '$'3,4051700.

Se-attle-Kinig County E4conomic Opportunity Board, Inc.:
Tra'inig: 0'14; Job Experiepnco, 137.
'Job Entry: 773.
Obligation: $1,941,000.

Sprtgf1eld
Springficeld Action Commission, Inc.:

Training: 503; Job Experience, 1 110..
,Job Entry: 400.
Obligation: $1,942,788.

BEST COPY AVAILABLE
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Tampa
Community Action Agency of Hlilisborough County:

Training: 1073; Job Experience, 150.
JTob Entry: 900
Obligation: $2,400,000.

Tennessee (1?)
LBJ + C Development Corporation:

rlIain.in~g: 649; Job Experience. 163.
Job Entry: 306.
Obligation: $1,300,000.

7Texarkana
Texarkana Manpower and D~evelopment Corp.:

rain~in~g: 450; Job Experience, 226.
Job Entry: 400.
Obligation: $1,538,300.

T'oledo
Economic Opportunity Planning Association of Greater Toledo, Inc.:

Training: 786; Job Experience, 284.
Job Entry: 870
Obligation: $1,318,830.

Trenton
United Progress, Inc:

Training : 230; Job Experience., 225.
Job Entry: 700.
Obligation: $2,282,001.

Tulsa
,rtlsal Economic Opportunities Task Force, Inc.:

Training: 715; Job Experience, 189.
Job Entry: 624.
Obligation: $1.700,000.

Washington
United Planning Organization:

Training : 2000 ; Job Experience, 203.
Job Entry : 2500.
Obligation : $5,672,314.

Wilkes-B arre
Commission on E conomic Opportunity:

Training : 285; Job Experience, 930.
Job Entry: 550.
Obligation : $1,800,000.

'Winston-Salem
Experiment in Self -Reliance, Inc.

Training: 287; Job Experience, 250.
Job Entry : 469.
Obligation : $1,440,000.
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JVis-consin (R)
Northwest Wisconsin Community Action Agency:

Training: 183; Job Experience, 600.
Job Entry : 589.
Obligation: $1,500,000.

Since CAA's represent the poor of a community, it can be said that
all CAAs are minority concerns.

MOTA INSTITUTIONAL

Region and State Contractor
Amount of

contract Completers
In

training Occupational title/courses

--- None..........---...
VI:

Arkansas -. . Southwest Technical
Institute.

New Mexico East New Mexico
University.

Jobs for Progress (SER).

-do
Texas---- Texas State Technical

School (not a State
school).

Texas State Technical
School.

VII - - - None--
IX:

Arizona Operation SER, Jobs for
Progress.

California- Chinese Conmmunity Center
San Hindalgo Insitute,

Califor nia.

Operation SER, California
-do..,
-do.

- do.
do-

IInformation not available.

$101, 890

113, 325

242, 784

242, 784
286, 000

143, 000

241, OCO

106, 000
561, 000

176, 000
174, 000
171, 000
196, 000
172, 000

MANPOWER DEVELOPMENT AND TRAINING

Region and state, contractor
name, and contract number

New York:
Training Resources for Youth, Inc.,

No. NY Y(B) 0010.
Adelph i Business School, No. NY

(R) 10 14.
RCA I nstitutes, Inc., No. NY '.R)

1019.
Apex Technical School, No. NY (R)

1021.
NET Div. of Educ. Broadcasting

Corp., No. NY (R) 1023.
Group Relations Ongoing Workshop,

No. NY (R) 1030.
New Jersey: RCA Technical Inst., No.

NJ (R) 1014. I
Alabama: Alabama School of Trades,

Gadsden, Ala., No. Ala. (M) 1005-00.

Florida:
Santa Fe Junior College, Gainesville,

Fla., 1005.
Pensacola Junior College, Pensa-

cola, Fla., No. Fla. (M) 1006-00.
Brevard Community College, Cocoa,

Fla., No. Fla. (M) 1020-005.

Amount of Cumulative
contract enrollment

$1, 202, 272

123, 332

301, 928

209, 160

104, 355

134, 840

110, 455

322, 119

247, 188

178, 453

150, 000

18 Sewage plant operation.

26 Electronics mechanic.

44 Orientation, basic
education.

24 Clerical cluster.
90 Multi-occupation basic.

education.

40 Multi-occupation.

264 32 Orientation, basic
education english aa
second language.

20 18 Health aides.
0 106 Clerk-typist bilingual,

grounrisman, cooks,
custodian.

(1) Prevocational orientation.
(1) Do.
(1) Do.0) 30 Do.
(1) Do.

AICT INSTITUTIONS

Completers Occupational title

122 Meat cutter.

- .Cleik typist.

TV service repairman.

Refrigerator mechanic.

TV and film making.

Group worker.

----Computer mechanic.

141 2 Clerk steno, auto mech., auto
body repair, production mach.,
welder comb., clerk typist.

131 9 Pre-voc., auto mech., gen. office
clerk, gas eng. rpr., nurse aide.

92 1 Steno type and ret., auto mech.
and ref., lineman pre-appren.,
maintenance man, multi-occ.

90......... Environ. sys. mngt., environ. eng.
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MANPOWER DEVELOPMENT AND TRAINING ACT INSTITUTIONS-Continued

Region and state, contractor Amount of
name, and contract number contract

-Georgia: None.
Kentuckyt None.
-MississippI:

Nortgeast Miss. Jr. ColI., Booneville, 252, 403
Miss., No. Miss. (M) 1001-000.

Miss. Gulf Coast Jr. Coil., Perkins- 591, 500
ton, Miss., No. Miss. (OM) 1005-
000.

Hinds Jr. Coil., Raymond, Miss., No.
Miss. (M) 1006-000.

Hinds Jr. Coil Raymond, Miss., No.
Miss. (M) 1607-00.

Itawaba Jr. Coil., Fulton, Miss. No.
Miss. (M) 1009-000.

North Carolina: None.
'South Carolina: None.
Tennessee: None.

V
'Illinois:

Victor Business School, Waukeegan,
III. No.71-0010.

Waukeegan Business College, Wau-
keega n, II11. N o. 71-0011.

Marion Business College, Chicago,
I 11. No. 71-0023.

B ,ant & Stratton College, Chicago,
III. No. 71-0029.

Greer Technical Institute, Chicago.
Ill1. No. 71-0067.

Gradwobi School of Laboratory
Techni ue, Poplar Grove, Ill. No.

Triton College, River Grove, 1ll. No.
70--0081.

Indiana: Allan Chapel Terrace Estates,
Anderson, Ind. No. 71-0200.

Minnesota: None.
Ohio: None.
Wisconsin: None.

162,340

238, 831

127,631

INA

INA

180,952

387, 158

198,397

107, 230

113,912

2,567,924

Cumulative
enrollment Completers Occupational title

44- Prod., mach. opr., welder comb.,
woodwork mach. op.

57 Pre-voc., prod. mach. cluster,
auto body repairman, diesel
mechanic, clerical cluster,
structural work cluster, draft
cluster.

28 House builder, welder comb.,
clerk general office.

-------Motor vehicle cluster, clerical
cluster, draftsman.

1 LPN, Elect. appliance
repairman, general office
clerk.

14 9 Calculating machine.

25 12 Bookkeeper.

136 2 Clerical cluster.

146 ------------ Do.

--- -- -- - ----Pipefitter.

25----------Mhed. lab. assist.

50---------...Nurse lic. practical.

31 14 Construct cluster.

None.
None.
DCMA: None.

MANPOWER DEVELOPMENT TRAINING ACT-ON THE JOB TRAINING

Connecticut: Hosp. Res. & Ed. Fo
70-3005

Maine: Me S. Fed Labor Council 68-3007.

New York:
Franklin Co. EOC 70-3001.---
Young Israel Emp...........----

IV
Alabama:

Mob-Ala Fla Bct 71-0204......
Ala. Garage Owners 70-3002 ----

Georgia: Ind. Garage Owners 70-3008 ----

Kentucky: IGO Kentucky..........---
Mississippi: IGO of Miss. Inc. 70-3008 ...
North Carolina: Off. eq. Ser. Assn. 70-

3C05.
V

Illinois:
All Auto Trades 68-3030.-----
Afs Econ Op. 70-3002 -------
Shawnee Ind. devel. 3011-.-- _-

Michigan: Upper Peninsula 70-3003 ----
Minnesota:

Mesabi Jobs 70-3003.........---
Minn Cac Job tn 3004........--
Ne Minn Cac Job 3005 ----------

INA

560,437

103, 546
332,900

INA
132, 529

140,000

311,205
108, 300
139, 764

383,956
295, 946
122,242
107, 010

134,000
134, 000
165,000

125 Occupational therapy aid surgi
cal technician nurse aid.

85 INA.

385 208 Multioccupational.
1,421 964 Do.

INA.
Auto body repairman, auto

mechanic.
Auto mechanic, auto body

repai rman.
Mu itioccu patio nal1.

Do.
Do.

Do.
Do.
Do.
Do.

Do.
Do.
Do.
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MANPOWER DEVELOPMENT AND TRAINING ACT INSTITUTIONS-Continued

Region and state, contractor Amount of Cumulative
name, and contract number contract enrollment Completers Occupational title

V I

New Mexico:iJobs for Progress 69-3004-------_----------113 79
Oklahoma: Congoleumn Indust 70-3006..- 130,980 262 167 Do.
Texas: I nd. Garagemens Assn. 70-3047. INA 233 33 Do.

VII
None.

IX
California:

Southern Alameda 3011........---

San Diego Auto Apr. 3014.----
Found Res & Comm. D. 3022- .
Richmond Neighborhood ........

X

Alaska: Alaska Fed Natre.........--

INA 235 107 MuliOccup., Instrument
builder, auto radiator man
and parts man body rep.
mec.

INA 147 20 Multioccupatlonal.
INA 448 127 Do.

117,925 137 50 Do.

143,000

Massachusetts: Work Def Leag on.............

11

New Jersey: United Prog. Inc, 71-0232 ....----
New York:

National Urban League 69-0011 ------
National Urban League 70-0001 - _ 9,802.799
Train for Cons. 0 70-0300-................---
Bldg. Ind. Min. Emn 70-0307--
Workers Del League 70-0206 --

III
Maryland:

Ball. Urban League on 70 -0308.-- -----
National Coin for Car 71-0101 ............

Pennsylvania:
Dental Lab Conle. 70-0102.- ------ -
Harrisburg BCTC 70-0223- ---- - -
NTULC Outreach P 70-0207.............----
Phil. Urb. Coalition 70-0306...............

West Virginia:
AFL-CIO App Con. 69-0030-....2, 919, 854
AFL-CIO App Coun 71-0109..........-- --

Virginia: N. Va. Bid. V 70-0224---------

IV

Georgia: American Rd. Build 69-2001 -----. 254.,586
Tennessee: Knox Tenn. Bldg Tr. 71-0205.........

V
Illinois:

OP Plaster Cemen. 68-0004 ---------- 343, 817
OP & CMIA Port Cemn 70-0010............. ___
Cooperative League 70-0111...............----
Tni-City Bldg. Tr. 71-0202...............-----
Constr Act Comm 71-0300...............-----
Ind. Plan Eq. Emp. 70-0309...............---
Northwest 1 BCT................ ......

V
Michigan:

Hoover Ball Ben. 70-0011................----
United Auto Aer. & Ag. 70-0101............-_-
Int Union Uaw On 70-0217...............-----
Tr. Union Lead on 71-0231...............-----

Ohio: 71-0216..........................-------

VI
New Mexico:

Journ. Ad Pr. 70-0303..................-----
New Mexico BCYC 70-0210...............-----

Oklahoma: So. West Oki. BICT 71-0225...........----

77 32 Do.

266 11 Do.

473

17,472
13,078

59
13

9, 328

87
17

262
92
132
83

4, 742
1, 559

76

5

11,070
1, 567

21
0

363

0
0

135
4

63
18

2,965
184
38

717 220 Do.
109 13 Do.

2,156
1, 240

55
136
172
289
341

655
1,887
1,475

492
1,015

35
93
94

1,644
786

0
0

38
138

0

423
677
99
25
9
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MANPOWER DEVELOPMENT AND TRAINING ACT INSTITUTIONS -Continued

Region and state, contractor Amount of Cumulative
name, and contract number contract enrollment Completers Occupational title

Texas:
San Ant BId. Tra. 70-0208--------------------- 136 22 Do.
El Paso Bid. Con. 70-0215 ------------ 103 55 Do.
Nat. Assn. Ret. Child 70-0110 --------- 290 99 Do.
S. Texas BCTC 70-0208 -------- 274 33 Do.
Houston Gulf Co. 70-0214 -_--------------------98 26 Do.
Ft. Worth BCTC 70-0219 - - ---------- ------------- 96 7 Do.
Dallas Bldg. Trad. 70-0220.. - - 135 22 Do.
San Antonio BTO 70-0227_ 91 10 Do.

VII

Iowa: Des Moines BCTC 71-0200-. ----- 181 25 Do.
Kansas:

BCTC of Con. Kansas- 60 3 Do.
Topeka Bid Con. 0 71-0201 ----- --- 50 15 Do.

VilI

Utah: Utah BOTC Outr. 71-0220---------------76 38 Do.
Wyoming:

Wyoming BId. Trade 70-0003.- - 93 11 Do.
Cen. Wyoming BCTC 71-0209 -. 100 18 Do.

IX
California:

Mex Amer App. Fo. 70-0211-- INA ---- 92 33 Do.
Bay Area Cons. On 70-0212...............- _ 602 68 Do.
App. Opp. Found On 70-0217 - - INA____ 700 70 Do.

X
Washington:

Oper. Eng. Loc No. 3 71-0104..------------------63 31 Do.
Court Order Ad v 71-0303 ---------------------- 178 90 Do.
Seattle King Pl. 71-0308 -- -- --------------------- 59 29 Do.

District of Columbia:
United Brthrd. Corp. 68-0068-----4,594,498 15, 241 9,713 Do.
Nat'l Ass. of Home BId. 69-0015..-- 188,656 1,277 916 Do.
ATD & PM Ass. 70-0012------- ----------------- 1,350 495 Do.
I nst Scrap Iron 70-0100------------------- ------- 278 111 Do.
Nat Mach Tool BI 70-0103 ------------ 1,930 1,199 Do.
Inst Assn of Keh. 70-0104 --------- --------- 473 189 Do.
Laborers Int Un. 70--0105 ------------------- 2.,231 1,923 Do.
Nat Joint Pt.&DEC 70-0106------------ ----- - ---- 1, 148 664 Do.
Proj. Build In 70-0304 ---- ---------- --------- --- 321 229 Do.
Nat Iron Wkrs T 70-0310------------------------ 279 2 Do.
Green Thumb Inc 71-0100 --------------- ------- 352 141 Do.
Int. Union Oper. 71-0105.---- ------------ _ 391 0 Do.
Un. Bro. Corp. & Jo. 71-0108 ------ ------ -------- 1, 240 59 Do.
Int. Un El. Wkrs 71-0112..---------------.... ------ 18 0 Do.
Christ Child Act 71-0230--------------- --- ------ 15 0 Do.

ININORITY FI1RMS AWARI)EI) CONTRACTS

Region I
JOBS:

(i1 Blackside Corp.
( Rocksburg Business Deveip. Corp.

(3) Springfield Corporation
(4) S.S. Crayton
(5) Stull Associates

()Acmat Corporation

7 Urban League of Hartford
S8~ N.E. Merchants Bank
(9) Unity Bank and Trust
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Region I
'JOBS:

(1) Tenco, Inc.
(2) (jarvin Electric
(3) Jackie's Menswear
(4) , esseo Iron Craftsmen
(5) Custom Alarm Co.
(6) Black People's Unity Movement
(7) Newark Urban Associates

31I A -OJ7T YNtoncal Contracts
(1) 'National Urban League [2]
Region
JOBS:

(2~
(t
(4.

(6)
(7)
(8)
(-,9)

(10)

(2)
(3)
(4)

III

IKing's Karpet Mlinic
Clarence RI. Queen Autobody Repair
'Johnson Shoe & Luggage
People's Neighiborhood -Medical Center
Waldei. Electrical Contractor
Wylie Center Industries Corp.
A.'0.TM. Company, Inc.
M. I). Co., Inc.
Northiview Food "M'ana gement

IHester's Grocery
Erie O.I.C. CAP Agency

Dr. Ernest A. Calvin
Associated B~uilding Services
O.I.C., Baltimiore,"NMd. (Consortium)
J/W Mficroelectroniics

YC Summer
(1) Richimond O.I.C.
.AID7TA-QIT Autoiona Con trats
(1) Baltimore Urban League
(2) Phil. lUrbau Coalition
IRejqoin 117
'JOBS:

(I
(2
(:3
(4

(6

,TOP:
(I:
(2
(:3

Other:

Tavcksoii, lfattersonk& Pairks
Angel a's Consort im
Arlie Auto Center
W1. Jaimes Wilson
.Iohnny, ii ams"NMasonry

I lhintrawaymid~ iMchissach '1';aining Program

Af ro AkmerictinJ imaitorial aujd Ma~tintenance Co.
Benl TIa Alor, Mfasonry-A
Stobers Window ('leaniiijiino al Janiitoialt Service

(1 A. IL. Nellumi aud Associaites
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Region V

(1) Akr-on Afro-Amnerican BuiIlers, finc.
(2) Community J) iodiiets(3) 14 'utofl Corp.
(4) littys Mlachine Shop
(5)) LeBon I tomes Corp.
0) Mletropoliftn H onme Builders

(7) ow'C Illinois
(8) Brea-,d Baisket CIommerciail kssociaites. 1w.
(9) Bet )Iny Br.,1etre 11081 iill

(10) Mfilwaiukee Nursing Home
INII )TA-OJT1'

(1) Shawinvee Id. IDevel.

Reg;on VIl
JOBS:

(1) Accurate Scraping Metal
(2) MAlck's Enterprises
(3" )Casatdos Farms
(4) Johuny's Auto Supply
(.5) Cocina JDe Carlos
(6) Navajo Furniture Industry
(7 ) Iachero-Grahian, Inc.
(8) Tewat Moulding Corpora-tion
(9) Wellborn Paint I1 G Company

(10) Ytilitay Industries, Inc.
(11) Plubel, Sena
(12) Jicarita Cabinet and Door
(13) Foster Hotel and Cafe
(14) Floyd's Gulf Serv. and Radiator
(15) Bob's Pool Ser-vice and[ Supply
(161) Allshate Car-pet,
(1) Walts Top Sh~op and~ Sea covers
(18) Ania's Service Center
( 19) Grown Cleaners
(20) M Nountain Enterprises
(21) Tewa Moulding Corporation
(22) Main Tire Center
(23) Yahitay Industries
(24) Burnett-Delkids MFG Company
(25) Leefac, Inc.
(26) Trees of Houston
(27) Christian Rescue Mission
(28) Graham Barber College
(29) Houston Training Service Association
(30) Graham Barber College
(31) Washington TV Sales and Service
(32) Porter Poultry and Egg Company
(33) E&S Sales Company, Inc.

BEST COPY AVAILABLE
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S34) Ideal Cabinet Shop35) Division Laundry and Cleaners
(3 6) Riudosa Market, Inc.
S37) Vega Commercial and Iloushold
38) Washco Plastics Corporation
39) Upper Valley Consortium

(40) Adams Taylor Shop
41) Te[a International Imports

S42) Felix Auto Supply, Inc.
(43) Do-Well Machine Shop
( 44) M. F. Canto
(45) Shopper's World
S46) Sadi Portrait
47) S-N-S Ice House

(48) J. B3. Sanchez and Association
(49) U. C. Franchise Corporation
(5) Imperial E lectric Motor
(51) Valley Auto Parts
(52) A&A*Auto Service
(53) Astrp Motors
(54) Los 4 Reyes
(55) W1alt Gorges Meats, Inc.
(56) Ben's Food Store

M1I)TA-Iiistitutioiial: (1) Jobs for Progress (SER) [2]
R~egion. VII
JOBS:

(1) Guard Service Co.
S2) Pitts Commercial Janitorial1 Service, Inc.
3) Jack Witherspoon Tire Co.

(4) Leon United Supermarket
(5) Dr. Joseph Herman
(6) Graphic Incentive
(7) Burns Body Shop
(8) H-ill Enterprises
(9) E-Trex Body Shop

(10) Godoy Body Shop
(11) Ward iRolee

IRegion VWI
.J01S: (1) Mt. View 1-leating

(2) Oscars Bar B--Q
(3) Copeland Animal Hosp.
(4) Robert W. Anderson
(5)) Mastercraft, Inc.
(6) Colo. Economic Dcv. Ass'n.
(7) Charles S. Vigel.
(8) Jesse C. Manzanais
(9) Los Panchos of Penrel

(10) U~te Indian Tribe
(11) Fort Peck Tribal Industries
(12) North Dakota.,
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(13) Pine Ridge Products
(14) Rosebud Electronics

MDTA':(1) SER
(2) CMC
(3) SO. UTE
(4) ALL RESERVATIONS
(5) CROW
(6) FORT PECK
(7) FL.ATH EAl)
(8) FORT BERTI OLl)
(9) SIOUX SISSCION

(10) ROSEBUD)
(11) NAVAJO

Iieegioll IX
JOBS: (1) Greater Watts D)evelopment Corp.

(2) Watts Mfg. Corp.
(13) Los Angeles Chinatown Chiamber of Commerce Consort i 1m
(4) D)isco Beauty Salon
(5) Lee Publishing Co. (2 contracts)
(0') Econo Auto Repair
(7) 1) & L, Garage
(8) Renewal Body Works
(9) Edict Corp.

(10) Mt. Vernon Electric
(11) Tilie's Memorial Chapel
(12) Stewart's Photo Studio
(13) Casa D~e Nina,
(14) Flynn Mont. Corp.
(15) Crescent Engineering
(16) East Los Angeles Community Union
(17) Bowers Cleaners
(18) hfillcrest Manufacturing
(19) Sir Speedy
(20) rjymp-sea Southwest
(21) Alameda, Animal H'osp
(22) I-Tpper One-h-alf K-9 pCorp.
(2-3) Avi Mfg. (2 contracts)
(24) Montez Enco Ser-vice
(25) F ood King Ma rket
(26) Hong Kong Lo Restaurant
(27) Argas Mexicanl Rest aulrant
(28) Mfeca, Co.
(29) Fairmont Furniture
(.10) 1)1'. Thleo. E4'Va,1S
(31) "E4mmett Brown
(32) Southern California Mfg. Corp.
(33) Total Care Maintenance,
(34) Sleeping Beautir Pre School
(35) Richmond Seem-ity Patrol
(36) Golde(,n Gate Kev
(37) Ocean View Medical Lab
(38) Air Cargo Expediters

Full nanme of contractor not nvonlme at titi tinw.
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(39) Art Associates West
(40) Welbert Carney Floor Coverings
(41) IKing Cab Co.
(42) United Philflipino Assoc.
(43) Shierwood Garden Shoe,& Repair
(44) Youth Patrol Service
(45) Valdez Transfer
(46) Pace Consultants
(47) Garcia Bail Bonds

The following JOBS consortium contracts contain a, large number
of minority-operated participants:

(1) Compton. Chamber of Commerce
(2) Inland Empire New Car Dealers Consortium
(3) Say-On Dry Cleaners
(4) San IBernadiino Chiamber of Commerce.
(5) Palm Spr-ings Chiaiber of Commerce

MI'1)TA-OJT : (1) Navajo' Tribe U~thil Authiority, Ariz.
MTDT A-O.JT National Contracts: (1) Mex. Anmer. Opp. Fo.
M.DTA-lnistitutional:

(1) operation SER, Jobs for Progress
(23) Clhin ese Coinnunity Center
(3) Operation SER, Californiia [5]

LReg~ov. A
JOBS : (1) Personal M~aid Service
D/stit of Columbia
JOBS:

(1) Winston A. Burnett
(2 ) A ikeni Transport, Inc.
(3) Fairm-icco. Inc.
(4) Greenwood Transfer,& Storage Co.
(5) F'tandarcl Electric
(6) Urbanetics

MINORITY FIRMS WHICH HAVE BEEN DENIED CONTRACTS

Region I: None.
Region II: None.
Region III: Information not available.
Region IV: Hinds Junior College, Jackson, Mississippi.
Region V: United Brothers Consortium, Michigan.
Region VI: None.
Region VII: Midwest Barber College, Kansas.
Region VIII:

Fort Peck Tribal Industries
Mountain UTES, South Colorado Indian Reservation
Pueblo, Colorado SER
Opportunities Industrialization Center, Denver, Colorado
Antiones Apartment and Building Maintenance Company, Den-

ver, Colorado
Freedom House Job Placement Center, Denver, Colorado
United Scholarship Services, Denver, Colorado

Region IX : None.
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Region X:
Albina Corporation, Oregon
Coast Janitorial, Oregon
Personal Maid Service, Washington
Spokane United Development Company, Washington

DCMA: Information not available.
Questions 10. (d): Submit 01i rfpbdeies. nmode18, recfu/t;on., c/tc.

/)erta;ving to the JOBIS pimf/iYun (hid the A7,4 )'W~/ Jlld(/w(i the
r'ele'alle, if any, of that program to OFF. (N'otv: J0R8's the fastest

!/rW/~! 'fl I poerpro qrai and /he onle oier which tia, !)OL an(/ the
(Yo'nare, hae execisied the least ot-ci.4rlht. Thte 6(LI 0 ;11 "F' alhla/i
of IaYflblt (ad the ~Iduut'tnof the .1/ ()pobiie in the,

1 'si Sec0tor l'roqrom?? ill FiVe Hiis'iarch , 1.971 docanjlen/e'd
the fav,lil (4 the /prOqil'v.)

['le tollo-i I ig l)Iiilted niiiteiilis \\ere 81 iiiitted for' tile ( ' uiiu itt ve

(1) Curre-nt (locillents (10Y 71) p)C-tcliing to the TJ() BS prog raI I
COW1 rlIited \Nit Ii thle 'NIt ioiinl Alli -Iice of Bus,-iless~lln . (ese Iptiolis
of the NAX.Wliietwork ul 11(1 oi-iiiizatioii and its relatfiou)silip t~o the D e-
p-a ituilivin of Llbor. and1( the Na-tiolual AVl janee of IIIusille-il lch1%; Fl r:it
and Second1 Annual Roports.

2) Ak copyv of the I epa,1-imeiit of Labor's rsposl)fe.(1'7) to
the G AO rep ort, ''Evait ion of Plesilts niul the A (dlii utriioln of

the J10l) Oppoitiliitie, ill thle Business Sector Il-roluram inl Civ~ ities."
p)1lhlished March 2 t. 1971.

Also included is the Emiployer's P~roposal 1Packalre. of the JOB1S
Op~tionail Programi admninistered1 by\ State On-the-Job Traininlg Agen-
ci es usuallyy lv th Em "JIploymlent Se:rice.)

The formal relationships between OFP and JOBS is not yet clefi-
fmute. but some recipients of (WlP would take part in thie JIOBS pro-
,gramn with the samne priority ,is other disaidvantag-ed unemnlploYed per-
Sonis, not un1like the special pie ferenlce- theat~, currently exists f'or WIN
and CEP enrollees.

Questioi //: iS Ipportire Sel-iee 11.1R. I authoriz-ed you to spend
100 ml,/iono annul/h, i mepportive serricee for OFF paI't !Pan ts.
That services will1 you proelide? Through wihat mechanisms?

Itespon Se-:
AS called for. in I I.R. 1, the. suIppor1tive .Services auttthiority, available

to the IDepartutent of L-abor will bo. used to furnish and arrange health.
vocationald rehabilitation, counseling, social and other supportive serv-
ices (including physical examinations and minor medical services) as
well as family planning services. Child care, transportation (par-
ticularly in rural areas), and medical services will be. priority services
provided, to enable registrants to become permanently selfsupporting.
T'he focus of our concern will be on those services which OFP-indi-
vidhlals selected for manpower training and jobs need to obtain, or re-
t ain, such positions-. This is clearly a highly individualized situation.

The legislation speaks to an einployability', plan being developed for
OIFP registrants. 11re see a, concominiitant, supportive service plan essen-
tial as well. We are planning that certain of these, services be coordi-
nated, at the local level, thrlouigh the mnechanismi of newly, designed
Eiployability IDevelopment Teamis which will be field tested in several
locations during the next sever-al months. I)OL has benefited f rom in-

BEST COPY AVAI LAB LE
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creasing experience in such activities. Since the early sixties, manl-
p~ower progr'Iamls have utilized counselors and/or coaches to provide
support to disadvantaged work-seekers.

Since OFF registrants and their families will need these services in
varying degrees of intensity our current thinking is to refer those peo-
plenieeding more intensive'services to existing DI)/EIV/SRS services
in the community, or if none are available, to private agencies pro-
viding such care. We are exploring the use of voucher payment sys-
temns for the provision of these services as well as the more familiar
contracting procedures.

The 1)epartnient, regardless of priorities, (loes not anticipate being
able to provide anywhere near the full range of needledl supplortive
services within the avilalble $10() million, btit expects that, through ar--
ranigelunents with IIEIW a Substantial jportion of the $800 million au-
thoi*zed to hTEWN for services to the poor- will also lbe made available
to OFF families. Funds available to other public agencies (e.g. Re-
habilitation Services Adlminist ration, State W~elfare Offices) and
private groups (Health and Welfare Councils) will also remain avail-
able for these lpeop~le.

Q uestion 12(a) :11.1?. -1 provides for interstae transfers of wvorke-
er'S. 1flo1 would10 this work? Provide data showing how in teistate ,?y.-
tern has worked to date for non-agqricutltural jobs.

ReSPOM8se:
I1.R. I authorizes relocation assistance for OFF families. The D)e-

lpartmient of Labor has experience in this type of activity, through
operating demonstration projects -which relocated over 14,000 workers
t~o non-agricultural. jobs during a five-year period (1965-- 9.0) . About
35 percent of these relocations were'interstate. Since workers were
moved only to confirmed job offers, the placement rate was 100 per-
cent. About threc-quarters of all relocated workers had r-eiained ill
the area to which they moved in the follow-up period (3 mnonthis after
the move). Project expenses averaged $867 per relocaledI family, of
which $294 was given to the family to cover living expenss,-s and $573
covered all project services and the family's moving expenses (ill-
cluding transportation).

The projects reached out to unemployed Cand underemployed wvork-
ers in weak labor markets, offered them help in locating jobs, in som-re
cases provided interview trips to visit potential employers, counseled
and followed up the family as it adjusted to the new community.

Under H-.R. 1, the Department of Labor will offer voluntary re-
location assistance to a labor shortage area, so that relocated wvorkzers
will have em-ployment security in their new community.

Question _12(b) 11I./i. 1 provides for a new Asst. S!ecrehu'iy for- the
OFI,' prof/ramn. flo?(. wNl hUY respon8;bilitics iY'l(,te to those of the
present Assistant Secretary for Manpowver?

Response:.
'The exact (htities of an OFF Akssistanit Secretary, as contained ill

Ti.R. 1, are now under review in the Department of Labor. The ob-
jective of the IDepartment is to achieve maximum accountability for
administration' on the one hand, and a minimum of duplication of
delivery systems on the other. There are several responsibilities and
functions under OFF which should be given special focus anl direc-
t ion. and if an Assistlant Secretary is cea ted by legislation, assignment
of responsibility would-be worked out to maximize the effectiveness of
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the new program and at the same time tie it closely to thle Ongoing
manpower program effort.

Q11cst~ 12l.T(c) :lIhat ceria. or bevchmare8 should the Con-
gres8s apply iv. its over~ight (lethiities to determine if thtis /roqram? is (i

Re-stpollse:
'PIie losts, vital criteria luse(1 to measure thle r-esults or the oppor.

tim ities for- Families Pirognaiii stem from the goals anil objectives
which are established for the program. Thms, thle following kcinds of
questions miight be appr-opriate. 0f the r-eciplits cc ferre'd to mnan-
l o~~y(v t ranunig, ]bow many Aver-e jlace(l ini emliploymeut ? Mf thle I-
vcilielit s placed inl emn l oymenit, hov mllany have 1)ecole self-siipporl -
inig, and( how manly family members have beeii effected tllei-l)V?-Foi'
those who were placed i emlployniienit and ar, not yet self -supjpor~ting,
how mullch m1oi1e mon01ey is available to their famllilies thanl if they wer-e
r-eceivinig only hlleflts ?-Iow much mon01ey inl benefits hals tile Ov-
einen101t Saved1 for those wvho have beenl placed inl elliploynmleit '?-What
have 1)eenl tile ('fiects of thle progr-aml onl fail y stali ity amnlo)Ig thle

Question 12(1) :We have received data indication that your
717 (1 lve 7' Irfin1??g pro grave? ovae 7imfler-li scored th es year. To ?vh(//t

It's true that Some of tile tra iiinig pirograms have l)ell mI1iei111)-
scuilbed inl fiscal 197 1, pincipally, inl private sector-onl-the-job trainl-
ing. In large measure this has reflected the current economic situation.
However, we believe that modifications ini progr-am adiniistrationi andl
desig will help to alleviate enrollment problems.

Sp1111ecifically, the Job Opportunities iii thle Business Sector, (.JOBS)
program hias been the most vulnerable but wve are presently r-edm-aftig
progr-aml design. In the meantime, several intermediate, actions hlaVe
been unidertaken to speed up enrollee phase-ini, reduce funds ini coil-
tracts and to str-ess quality inl the selection of occulpat ions inl which
ti-aiiiiO is coinacted.

Regular on-the-job t ma iing progr-ams have recently beeni trails-
ferr-ed to State adliluiiistratioli ali(l ar-e beig well receiN-ed. Ill a little
under five months, almost, 5,000 contracts wer-e executted. Both State
lpersomnel and employers have been responidinlg very favorably toward
the pirogi-aii. Emlployer-s are especially attracted by the simpl icity
of lihe proposal and contractig p)1ocess.

We exlpect that some of our other- trailing pr~ogr-aiis such as Ins"ti-
tutonl riugudrteM)A will have miet or- exceedle(l fiscal

11971 prog-ai goals wh-len filial June data are available.
Question. 12(e) : How, do you plan to inrob'e the beniefciares. o)f

HI.R. 1 in program. design. erafuation, etc.? (other thanl through po.-
sib/c contract.s wvith. CAA's)

rI'lem-e are two pi-imiy means lflalined to involve benieficiar-ies. The
first is thr-ough benieficiary represenltationi onl the local advisory com-
mittees established under H.R. 1. Trhe second principal means will be
through hiring beneficiaries as part of the staff adiniisterinig 11.11. 1.
We expect to establish firni goals to insure par-ticipation of beniefici-
aries at various levels through both of these mieans.


