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SOCIAL SECURITY AMENDMENTS OF 1971

TUFE#ZDAY, JULY 27, 1971

U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to call, at 10:30 a.m., in room 2221,
Ncw.dS.enate Office Building, Senator Russell B. Long (chairman)
presiding,

Present: Senators Long (presiding), Anderson, Talmadge, Ribieod,
Harris, Byrd, Jr., of Virginia; Nelson, Bennett, Curtis, Miller, Jor-
dan of Idaho, and Griffin.

The Crairman. This hearing will come to order.

OPENING STATEMENT OF TIIE CHAIRMAN

Today the Committee on Finance commences hearings on H.R. 1,
the Social Security Amendments of 1971, The bill contains important
provisions relating to the social sccurity cash benefit program and the
medicare program. Many of these provisions were included in last
year’s Senate-passed social security bill.

Approximately two-thirds of the language in this 457-page bill con-
tains pm})osu]s that the Senate passed unanimously last year, but
which failed to become law because senior members of the House Ways
and Means Committee declined to meet with us in a Senate-IHouse
conference. , .

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

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

The House has modified & 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
ILR. 1 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 FLR. 1, of course, is the administra-
tion’s welfare proposals as modified by the House of Representatives.

1)
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These proposals represent the most extensive, expensive, and expansive
welfare legislation ever handled by the Committee on I'inance. Under
these recommendations, 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 $5 billion-plus
in the first ycar.

This bill has inspired some of the most overblown rhetoric in my
experience as a U.S. Senator. It has been hailed as a “work incentive”
bill. Qur preliminary analysis, however, shows that, like its predeces-
sor, the bill does not provide economic incentives to work. Quite the
contrary, in many cases which we shall be exploring in depth durin
the course of these hearings, a family’s total income would be reducec
as the family’s carnings rose. The bill is full of this type of work
disincentive.

It is my experience that whenever any administration wants to ex-
pand welfare, it wraps its expansionist proposals with promises of
eventual reductions in welfare costs and caseloads due to work and
training programs,

When this bill was debated on the ITouse floor, statements were made
that the bill would make welfare “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 ITealth, Edu-
cation, and Welfare we shall explore the myth that FL.R. 1 will reduce
the welfare rolls.

We can all agree that the bill would start by doubling the number
of persons on welfare. Qur work will be to assess the real impact of
this bill which seems to be one of building a permanent welfare sub-
culture, eventually numbering as much 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, as bad as the system is,
the mind of man is still capable of making it worse. In my view, the
administration welfare proposal is an cxample of one approach to
making it a Jot worse.

It is possible for us to come up with legislation that makes good
sense and good public policy. Last year, the Secretary of Iealth, Bdu-
eation, and Welfare said that, it was difficult to provide a work incen-
tive for families on welfare because benefits 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 sueaest better solutions,

The majority of the committee is ready to vote for a work-fare
program rather than a welfave expansion program, a program that
provides a gnaranteed 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.
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We are not willing to provide a uaranteed income to an able-bodied
individual who is unwilling to do anything useful for that income.
"~ We are willing to provide the most adequate support we can
afford for thosc 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 demonstrates, we support a Federal takeover of a sub-
stantial portion of the hurden of welfare programs for the aged,
blind, and disabled from the States.

Last year, we were willing to help a mother who helps us in identi-
fying the father of her illegitimate child, but we were against
paying anything to that mother if she refused to identify the father
s0 he could be made to contribute to the support of his own children.

I for one want to support legislation to help the hardworking
father who owns up o his family’s responsibilities, but T will not
support legislation to make it profitable for the father to deny the
paternity of his own children and refuse to marry the mother—as
the admmistration welfare proposal would do.

I have introduced a bill to make child eare much more hroadly
available for working mothers, This is a key clement in any true
welfare reform Yroposal, and I must say that the showing of the
Department of ITealth, Tdueation, and Welfare in the past few
years makes me seriously doubt that they have the desire to help
mothers become employed by making child cave available.

T will support a tremendous inerease in Federal funds for public
servico jobs and job subsidies for low-paying jobs, but T am very
reluctant to support an inerease in training funds if they are going
to be wasted in a manner which has become almost routine—that is,
spending money for training which is not work-related. )

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

Senator Ribicoff also wants to make an opening statement.

OrENING STATEMENT OF SuxvaTor RiBrcorr

Senator Rimrcorr. Mr. Chairman, I will read excerpts from a
lengthy statement and T would ask your unanimous consent that the
entire statement go in the record.1

Mr. Chairman, we have before us a ‘piocr\ of legislation which has
the potential to provide some measure of relief for the one out of every
cight Amerieans who live in poverty amid plenty. Welfare reform
cannot solve this Nation’s poverty problem. Poverty is deeply rooted
in the structure of American socicty and is too complex to be cured by
public assistance reform alone.

But welfare reform can alleviate some of the physical and psycho-
logical effects of poverty by providing money and the freedom of

1 See p. 5.
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choice of recipients by imposing child-like constraints on them and
encouraging their dependence on programs rather than self-support.

Our resources are limited. It is not rational to allocate them for the
long run climination 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 suggost,
therefore, that the top riority for allocation of poverty funds go to
direet cash assistance. Only after we have establish .d an adequato 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 funds into them.

Between 1965 and 1972 the Office of Iiconomic Opportunity csti-
mates that its poverty programs alone will have cost over $17 billion.
The cost of the entire 1Federul exg)enditure in fiscal 1972 for our 168
poverty programs will be $31.1 billion, including income maintenance
and categorical programs.

But we know nothing about what 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, OKO spent over $56 million on 128 con-
sultation, evaluation, technical assistance, and support contracts. Since
OEO was cstablished 6 ycars ago, some $600 million has been com-
mitted to such contracts, including 44 evaluations of Project [Tead-
start.

Some people are moving upward in the economy as a result of this
war on poverty. But for the most gart it is not the poor. It is the scores
of former antipoverty oflicials and the multiplicity of private manage-
ment and consulting firms, Tt is the 2 million people estimated by
former OEO Director Donald Rumsfeld that are employed by Fed-
eral, State, and local governments to administer the programs in-
tended to aid the 25 million poor.

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 achicvements. Instead, we say that
the programs will succeed if only we give them enough money. Per-
haps. But the poor live on a day-to-day basis. They cannot wait much
longer for us to pay off the promissory notes of a decade of social
rhetoric and public inaction which are coming due.

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

ear.
y These people need many things, but most of all they need money.
Yet we have given them everything except money—manpower serv-
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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 what these 25 million impoverished Americans need. We havo
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 the poor our ideas of what is good for them, and then we have
allowed them to p-irticipate within those boundaries. In essence, we
have zanted as an elite, anti-egalitarian decisionmaking body. “Maxi-
mum feasible participation” is 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 appears 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 promised Utopia but produced a society in which
25 million Americans remain ill-clothed, ill-housed, and ill-fed.

Thank you, Mr, Chairman.
(The complete statement of Senator Ribicoff follows. Hearing con-

tinues on p. 27.)

STATLAENT OF SENATOR Ape Rinrcor' (DEMOCRAT-CONNECTICUT),
THUursbAY, JULY 22, 1071

I'ollowing is the text of Senate remarks on welfare reform Senator Abe
Ribicoff (D-Conn.) will make Thursday (July 22) morning at about 11 o'clock

Next week the Senate Finance Committee will begin cousideration of ILR. 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 Amerlcans living in poverty.

In the past 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 was good for them.

Thus, in an attempt to catch the cheaters—who make up less than 1% of
those on welfare—and the *“loafers” not working--—-less than 5% -—we have con-
structed an unwleldly system that ignores the resl and legitimate neceds 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
overwhelming majority of parents in the ghetto are just as concerned about
thelr children’s welfare as any of us. Therefore, monstrous bureauneracies declde
what those on welfare should eat and wear and how they should live. The rest
mf? us can all decide what to do with our money—and even squander a lttle
of it.

We can only expect responsible action from people if we give them responsi-
bility. Our present welfare system robs recipients of their last shreds of human
dignity. They are presumed to be irresponsible and imprisoned in a 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 plecemeal assistance
to realize that we have made being on welfare a full time job.

We have studied and restudied the problems of the poor. Research and pilot
programs for the “socio-economic substrata,” the “economically 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.
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‘While our welfare system and the programs to eradicate poverty have con-
sumed increasing. billions of dollars to aid the poor, oue, 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 who are unable to purchase the basic
goods and services necessary to live in America. They still must do without
adc(n;ate 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 who are unable to work and the assurance of jobs to those able to work
at an adequate wage level,

H.R. 1, conceived by the President and modified by the IIouse Ways and Means
Committee, represents a substantial reform of our nation’s inadequate, ineflicient
and degrading welfare systen.

This monumental piece of legislation, however, requires substantial improve-
ment to help assure every needy American 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 de-
signed to remedy these deflciencies, My amendments will cost more than the
Administration is planning to spend. But that does not mean that we don’t have
the money to spend if we want to.

One place to start to find the money we need is with the multitude of programs
supposedly 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 from 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 conscrvatively
estimated cost of at least $23 billion in 1970. Despite that expenditure, 25.5 million
Americans still live in poverty, actually a slight inerease 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 we now spend on welfare would have brought every poor Amer-
ican up to the official poverty income threshold in 1970. 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 eash income will not alleviate.

But many programs do not succeed and, in fact, isolate the poor from the main-
stream of American society, demeaning them by presuming to make day-to-day
decisiong affecting their lives, providing an array of programs whose value should
be questioned. The fact that such programs are on the books should no longer be
suffirient 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 can work, adequate wages will fill the need. For those who are
unable to work, society must provide the necessary assistance.

I hope that my proposals will open the way for a new approach to comhatting
poverty—the substitution of money and free choice for many of the categorical
in-kind programs which nibble at 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 commissioned by the Joint
FEconomie Committee, about $40 billion in Federal revenue are lost each year
through selected Tederal 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
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rich and over $100 billion from 1965 to 1971 into the Vietnam war, we certainly
should be able to fund the proposals I am introducing today which would add
$3.6 billion to the President’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 we consider welfare reform with all its intricacies—
its “earnings disregards”, eligibility rulés and residence requirements, the warn-
ing given in a recent Washington Post editorial regarding welfare cutbacks. It
applies to HL.IR, 1 as well ;

“It is easy to forget that hehind these words are real people, mostly children.
These cuts mean that children already living on the edge of desperation will
have even less food on their plates, will go to school more often without sboes,
will have more intimate experience with rats, filth, leaky plumbing and the feel-
ing of being outside American life looking in.” '

A short summary of my amendments follows as well as a more detailed
analysis.

SUMMARY OF RIBICOFF AMENDMENTS TO ILR. 1

1. National Goal to Bliminate Poverty by 1976

This amendment provides as a national goal that, by 1976-—America’s 200th
anniversary—all citizens be assuved of an income adequate to sustain a decent
standard of life.
2. Increase in Basic Federal Payment Level for Fiscal 1973

This provision increases the payment for a family of four from $2400 to $2800.
The $2800 for fiscal 1973 represents last year's proposed $1600 plus a cash-nut of
the food stamp program at $1200, roughly equivalent to the cost of the admittedly
inadequate “low-cost temporary” diet level set by the Department of Agriculture.

This amendment would cost the Federal Government an additional $3.6 billion
in the first year, for a total Federal assistance cost of $9.5 billion.

8. Mandatory State Supplementation and State Fiscal Relief

Under this amendment no beneficiary would receive,less than he is now getting,
but 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%, 50%, 25% and 0% of calen-
dar 1971 costs for public assistance plus food stamps. (Breakdown of relief for
each state provided in detailed discussion of amendment.)

During fiscal 1972, the year before the effective date of FAP, emergency fiscal
relief would be provided to the states in the form of full federal assumption of
state welfare costs once a state reached its calendar 1971 costs for public assist-
ance plus food stamps. This will cost $440 million for fiscal 1972.

4. Federal Assumption of Welfare Oosts 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 beneficiaries the higher of present state bencfits or $2,800. In the fol-
lowing years the Federal Government assures the higher of present henefits or
59 of the poverty level, then 80%, then 909 and in fiscal 1977, 100% of the
poverty level. TMull federal administration of the welfare system would begin in
fiseal 1973.
The total Federal welfare cost would increase from $9.5 billion in fiscal 1973
to $28.5 billion for flscal 1977,

5. Adjustment in Payment Level for Changes in Cost of Living

A cost of living factor would be included for welfare similar to that provided
in ILR. 1 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 Ilealth, Education and Welfare would be directed to develop a new
method of determining the ‘“poverty” level, presently the Department of Agri-
culture’s low-budget diet multiplied by three. He would be required to report
back to Congress by January 1, 1974 and his recommendations would be imple-
mented on July 1, 1974 absent Congressional 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 payments consistent with cost variations according to

2

65-745—71
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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 3.8 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
old-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 14 of addi-
tional earnings. Under that formula, benefits would stop at an income level of
$4,320, providing benefits for an estimated four million working poor families
at a cost of $6.5 billion.

My amendment would also allow the $720 plus 34 earnings disregard to be
calculated on the basis of gross income as is now done by the Department of
Health, Education and Welfare rather than on net income. In this way a
recipient 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
disregard 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 the public or private sector at the higher of the prevail-
ing wnge 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-
ment 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 FL.R. 1’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 Ribicoff-Bennett language agreed to by
the Administration last year regarding the definition of “suitable” employment.

10. Bepanded Public Service Employment
Some $1.2 billion woud be available for 300,000 public service jobs. This com-
pares to H.R. 1’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 ¥ederal 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 59 or more of the registrants for work had no reasonable prospects of
finding employment,

11, Bzpanded and Improved Dey 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 facllily 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 and income then
taking effect. Liberalized tax provisions to offset child care costs would also be
allowed.

12. Blimination of State Residency Requircments

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 number 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 19, would be taken off the rolls if a one year
residency clause were invoked.

138. Administrative Procedures and Recipicnts’ Rights

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

(a) Eliminate the automatic benefit termination for failure to file timely
reports of changed circumstances and assure a hearing before any benefits can be
cut off, pursuant to Supreme Court decisions protecting due process.

(b) Require a written opifiion detailing reason for any administrative deter-
mination affecting payment levels to be submitted promptly to the applicant.

(e) Assure every claimant a right to counse! of his own choosing.

(d) Bliminate the provision waiving standards requirements for welfare hear-
ing examiners.

(e) Eliminate the requirement of quarterly reports of income by recipients
and simply require every recipient to report any changes in his circumstances.
This reinserts-the original Nixon Family Assistance Program’s provision requir-
ing the Secretary of HEW to estimate the quarterly income of recipients rather
than placing the onus on the impoverished family or individual.

(f) Eliminate the requirement of re-registering for benefits every two years.
Since biennial reapplication is for the purpose of enabling the Department of
Health, Ilducation 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.

(1) 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 simpli-
fled method havée been generally successful.

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

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

(1) Require the Secretary of Health, 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, ‘

14. Blimination of Discriminatory Provisions Against Puerto Rico and Other
U.S. Posscssions
Artificial ceilings on public assistance payvments for thesge jurisdictions would
be eliminated 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 level paid by any state to their poor. Welfare payments in U.S.
territories as well as in the fifty states should be based solely on need.

15. Protection of Employee ights

This provision would protect acerued rights of state and local government em-
ployvees and aid them in zecking jobs. We should not, as a by-product of welfare
reform, create a new class of unemployved persons. This amendment does not,
however, freeze every worker into the new welfare system. Rather, it provides
protection for accrued rights and assistance in obtaining new employment.

TOTAL FEDERAL WELFARE COSTS: FISCAL YEAR 1973
[In biliions of dollars]

Current Ribicoff

law HR 1 amendments
Family payments___._ g $3.9 $5.8 $9.5
Childless couples and singles_.......... 0 0 0
Adult categories. .. ... 2.2 4.1 4.1
Food programs....... 2.4 1.0 1.0
Child care services . .3 .7 15
Child care facilities construction_.__ ... 0 .05 .1
Supportive services. . ... ... 0 .1 .1
Manpower training. .. ............ .2 .54 1.0
Public service jobs__ .. 0 .8 1.2
E%ual employment compliance act 0 0 .01
Administration.... .4 1.1 11
Miscellaneous costs_ 0 .7 0
Tt - oo e 9.4 14.9 19.61

DESCRIPTION OF RIBICOFF AMENDMENTS

GENERAL BACKGROUND

In August, 1960 President Nixon proposed the Family Assistance Plan. Since
that time, the Ilouse has twice passed a bill—ILR. 16311 in April, 1970 and 1LR.
1 in June, 1971.

The IFamily Assistance Plan has encountered difficulties in the Senate, however.
Last year, in alternate attempts to win liberal and conservative support for wel-
fare reform, the Administration revised the Family Assistance Plan in June,
October, November and December, In the closing days of the 91st Congress, we
reached agreement with the Administration on the so-called Ribicoff-Bennett
proposals. )

Despite our efforts, no legislation passed the Senate. Nevertheless, the Admin-
istration’s original legislation and changes endorsed by the President during the
legislative process in the Senate provide a strong base on which to build.

The President’s original legislation provided assistance exceeding AFDC pay-
ments in all but eight states., Mandatory state supplementation insured that no
beneficiary wounld be worse off under the original IFamily Assistance Plan than
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 supplementation 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, fiseal relief for states, protection of acerued 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 income which would allow
the Secretary to take into account extraordinary circumstances in eligibility
determinations.
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All of these provisions have received Administration support in the last two
years, but are excluded from H.R. 1, I am hopeful that we will be able to reach
agreement on reinclusion of these important provisions at an early stage in the
Finance Committee'’s deliberations. My proposals incorporate all of, these improve-
ments 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—America’s 200th Anniversary—all Americans will
have sufficient income to sustain a decent standard of life.

Unfortunately we have chosen to ignore the needs of the poor. We offer pity
or contempt. We study, define or classify them. We promise and advise them.
We do everything but help them. As a result, the chasm between the rich and
the middle class on one side and the poor on the other is widening, providing
the potential for social division unparalleled in our country.

Our failure has been one of commitment, not of resources or skills. The
initial costs may seem large but they amount to less than 214 9% of our trillion
dollars gross national produect. This is a small overhead to pay for our failures
as a society in education, housing and employment. In. addition, true reform
of our welfare structure will enable many to obtain 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 a comparison of the overall costs of my income
maintenance proposals with those of present law and H.R. 1 follow:

TEXT OF RIBICOFF AMENDMENT SETTING 1976 GOAL

(a) Findings.

(1) “The Congress finds and declares that—

(A) A nation of wealth and responsibility deplores the continuning 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 consequent damage to the human resources of the entire nation, the Federal
government has a posxitive responsibility to assure an end to poverty

(2) Therefore, the Congress establishes a national goal of assuring ¢11 citizens
by 1976, an income adequate to sustain a decent level of life and to eliminate
yoverty among our people.

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

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

{1n biltions of dollars|

Ribicoff

Current |aw HR 1 proposal
$8.5 $11.7 $9.5

8.8 12,4 13,0

9.3 12,9 16,3

9.6 12.7 22,4

10.1 12.8 28,5

2. Increase in Basic Federal Payment Level for Fiscal 1973

My proposal increases the Federal baseé payment for a family of four from
$2400 as provided by ILR. 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 IFederal benefit level no lower
than existing AFDC benefit 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 Ribicoff-Bennett
provisions assuring no loss in benefit levels.
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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 Columbia 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 meang that approximately two-thirds of the
ATFDC caseload faces significant potential benefit losses under H.R. 1.

In another 13 states, H.R. 1'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 H.R. 1'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 109,
of the 9.7 million people receiving AFDC payments as of January 1971

‘While H.R. 1’s $2400 level exceeds public assistance payments without regard
to food stamps in 22 states with 299 of the AFDC population, my proposal
for an initial $2800 income level automatically assures that an additional 219,
of the AFDC population would receive higher benefits even before state supple-
mentation. This 219, 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 ‘gégoments are less than $2400 and those additional states paying less
than § 3 :

22 STATES WITH BENEFIT LEVEL UNDER $2,400, NUMBER OF AFDC RECIPIENTS AND PERCENTAGE OF TOTAL
AFDC POPULATION AS OF JANUARY 1971

Percent of

Numbher total AFDC

of AFDC o;)ulation

State recipients @, 73,000)

168, 000 1
62, 000
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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_ . .o s e s . 1,574, 000 15.0
Montana 18,100 .2
jo. . 346, 000 3.4
107, 000 1.0
98, 600 1.0
. 6,500 .1
0] TP 2,150, 200 2.1
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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 509 of the AFDC population suffers no benefit cutbacks.

In addition, this amendment provides relief for all members of a needy family
whereas H.R. 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 num-
ber of people to receive benefits in a family. Every child has needs—whether
he is the first child in the family or the ninth. Under present law only six states
(Alabama, 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 49
of AFDC 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 proporticnately smaller per child.

Following is a chart comparing payment levels under H.R. 1 and my amend-
ments.

FEDERAL BASE PAYMENTS UNDER THE RIBICOFF SCHEDULE COMPARED WITH H.R. 1

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

Number in family : individual individual
$900 $800
9 800
500 400
500 400
500 400
400 300
400 300
300 200
200 ceceearanann-
U R

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 supplementation 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 76% in fiscal
1974, 509 in fiseal 1975, 25% in fiscal 1976, and 0% in fiscal 1977.

States would be assured of savings of over $400 million in the first year of
TAP's effective date, fiscal 1978, 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.
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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 a1l beneficiaries receive no decrease in benefits as a result of this
provision. 'This emergency state fiscal relief will cost the Federal Government an
additicnal $140 mililon in fiscal 1972,

The tolloving chart outlines the amount of fiscal relief avallable to the states
under tiig amendment compared to their present welfare costs.

PRESENT COSTS AND RIBICOFF STATE FISCAL RELIEF SCHEDULE

{tn millions]

Present costs
(estimates of

19'7:1 Jlon-' Ribicoff State savings over present costs (fiscal years)
edera
State expenditures) 1973 1974 1975 1976
Alabama. oo oo $32.7 $3.27 $8.2 $16.4 $24.5
Alaska. ..o oo . 9.5 .95 2.4 4.8 7.1
ANZONA .o e aeeeaaaaa . 18.7 1.87 4.7 9.4 14.0
ATKansas. ....oooociiaiiaaoian - 15.5 1.55 3.8 7.5 1.3
California. .. ..ocovaeaecaiann - 960. 2 96. 02 240.1 480.1 720.2
Colorado_ ... oo eimaaaeaan . 41.9 4.19 10.5 20.9 3.4
Connecticut. .. _..._........_.. o 63.3 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 1.1 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
Hlinois 224.5 22.45 56.1 112.2 168.4
Indiana. .. .oooooe s 27.0 2.70 6.8 13.5 20.3
fowa. ... e emeeemennan 43.4 4,34 10.9 21.7 32.6
Kansas. . ........ 1 28.3 2.83 7.1 14.2 21.2
Kentucky_....... 28.2 2.82 7.1 14.1 21.2
Louisiana. . ..ooooooeeiiiiiiaans 50.3 5.03 12.6 25.2 37.7
Maine._ .o ieeiieaaeanan 14,5 1.45 3.6 7.3 10.9
Maryland_ . ... oo ooo... 54.7 5.47 13.7 27.4 41.1
Massachusetts_ . __ 192.3 19.23 48.1 96.2 1442
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 ... cooocococaaeaecen 12,2 1.22 3.1 6.1 9,2
Nevada__._.. ... e mmm———— 3.2 .32 .8 1.6 2.4
New Hampshire.._. .. ... . .eoiaan.. 11.8 1.18 3.0 5.9 8.9
New Jersey. .. .. oceoieeeiceaaaas 181.4 18.14. 45.4 90.7 136.1
New MeXico. .. oomoeminiiiaaaaens ©11.9 1.19 3.0 6.0 8.9
New YOrK. oo ieeieeeas 663.5 66. 35 165.9 331.8 497.6
North Carolina. ___.... ... ............ 33.3 3.3 8.3 16.7 25.0
North Dakota. ... ..o ciuiiiocnaannn 4.5 .45 1.1 2.2 3.4
Ohio.__.___.. 110.3 11.03 21.6 55,2 82.7
Oklahoma.. 46.8 4,68 1.7 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. ... ueeeooacea e 8.3 .83 2.1 4.2 6.2
‘South Dakota..... e mennnn 5.4 .54 1.4 2.7 4.1
TONNESSeB. - o eeeece v amanemnenn 34.7 3.47 8.7 17.4 26.0
TeXaS. o oo e aeaaeaan 85.9 8.59 215 43.0 64.4
tah o 9.6 .96 2.4 4.8 7.2
Vermont. o .o 6.5 .65 1.6 3.3 4.9
Virginia_ oo 34.9 3.49 8.7 12.5 26.2
Washington_. ... ... iaeaaaan 71.4 7.14 17.9 35.7 53.6
West Virginia.. . R 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. e e e aeaeeaan 4,022.1 402.21 1,005.5 2,011.0 3,016.6

4. Federal Assumption of Welfare Costs and Future Increases 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
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poverty lével in 1976. A basic benefit payment would be established equalling the
higher 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 809 of the poverty level in fiscal 1975, the higher of
present state benefits or 909 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 reliet (lmendment assures that no beneficiaries will lose benefits and also
provides a method of uusin«r benefit levels to bring all needy Americans up to
at least a poverty-levél income by July 1, 1976,

We must recognize, however, that the official “poverty” level is at best an
artificial 'line above which people are designated “non-poor” and below which
they are “poor”. The poverty standard, developed by the Socidl Security Adminis-
tration, is based on the Department of Agriculture’s measure of the cost of a
temporary, low-budger, nutritious diet for families of various sizes. The poverty
index is simply this food budget multiplied by three to reflect the fact that food

- typieally represents one-third of the expenses of a low-income family.

My amendment requires the Secretary of Health, Educatioh and Welfare to
develop a new “poverty” level which takes into account items now ignored such
as medical care, insurance, a bed for each member of the family and school
supplies, e must report back to Congress his recommendations no later than
June 1, 1974 and they will take effect on July 1, 1974 absent Congressional
disapproval.

RIBICOFF WELFARE BENEFITS AND STATE FISCAL RELIEF SCHEDULE

Required State
contribution (as a
ercentage of
calendar 1971 costs
of public assistance

plus food stamp Total Federal
Year benefits) Federal payment level cost (billions)
Fiscal year—

1973 ... 80 Higher of $2,600 or present maintenance. _..__.___.. ... .._. 39.5
1974 ... ... 75 Higher of present maintenance or 75 percent of poverty level . 130
1975......... 50 Higher of present maintenance or 80 percent of poverty level. 16.3
1976......... 25 Higher of present maintenance or 90 percent of poverty level. 2¢.4
1977 ... 0 100 percent. .. ..o 28.5

5. Adjustment in Payment Level for Changes in Cost of Living

This amendment includes a cost-of-living factor based on 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.

Kven 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 H.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 Reflect Regional Variations in Cost of Living

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

The Department is already studving the completitleq of regional variations in
living costs. A delicate balance must be maintained to assure equity of payment
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
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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 Childless Couples and Single Persong

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 2.8 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 500,000 of these people have no cash income at all. Moreover, it
makes 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 FKamily Expansion Plan rather than a
Family Assistance Plan.

Coverage for these forgotten Americans would begin in fiscal 1974 to allow
the Secretary of Health, Education and Welfare to establish the necessary ad-
ministrative 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 Incentives

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
would provide lower beneflts than H.R. 1'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 fiscal {ear as percent

Break-even year 1973 73 of U.S.

FAP payment family of 4 point t (billions) (millions) poputation
§2,400 _____________________________________________ $4,320 $6.5 4.0 9.0
2,800. . 4,920 9.5 4.8 11.5
, 6,120 13.5 6.7 15.0
10,470 72.0 233.4 350,0

1 The breakeven golnt is that point of income below which some benefit would be paid.
. :gouseholds ($6,500 plan includes famities without children).
ver.

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 scale play a large role in what formula should be
adopted. :

Iﬁ 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 (Mr. 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) will 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 failing of H.R. 1 is its limitation on the amounts that can be de-
ducted or excluded from income when determining the amount of family asgist-
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. I'mproved 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 productive role in American soclety
rather than to live on welfare. Ixperience 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.

Y'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, tralning 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 ‘“employablility” 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. 1’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 solved: . ‘

First, not enough appropriate jobs.are available for the 2.6 million people
required to enroll in the program. The poor performance io date under WIN,
the existing welfare work training program, demonstrates this clearly. The exist-
ence of over § million unemployed Americans further complicates the situation.

Many of the jobs mow available to manpower training graduates are the
substandard, previously unfillable jobs which comprise the present openings
filed with the U.S. Employment Service offices which have been delegated re-
sponsibility under existing manpower programs within the Department of Labor.

To correct this situation, my amendments initiate a number of new provisions,

Private business firus which are Federal contractors would be required to list

their job openings with the local agency assigned the task of job placement. ILR. 1
requires only state and local governments to make such listings. My proposal will
thercfore expand the number of job opportunities made available to the Federal
manpower efforts from the private sector.
" The amendments I introduce will require all job assignments to be in positions
paying the prevailing wage but no less than the Feacval minimum wage. The jobs
must aiso be covered by workmen’s compensation provisions. Guaranteeing the
‘minimum wage will make it clear that the program is not another form of publie
subsidy to businessmen who want to be ussured of a supply of cheap labor.

In the past some employers have taken IPederal manpower trainees to fill menial
jobs, fired them when the training subsidies ran out, and then applied for a new
complement of trainees to fill the same jobs, at public expense. In rural areas the
Employment Service Farm Service offices work as agents of the growers, merely
recruiting individuals for seasonal agricultural jobs and rarvely assisting the
individual to develop new work skills or seek better job opportunities. Under my
legislation, manpower programs will provide for the worker’s needs first, not the
employer’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 employment for
eligible welfare recipients.

The Lawyers Committee for Civil Rights Under Law and the National Urban
Coalition in their excellent study, “Falling Down on the Job: The United States
Employment Service and the Disadvantaged,” have clearly documented 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 committing the
resources necessary to make the chronically unemnloyed self-supporting.”

Between 1965 and 1970 funds available to the Employment Service more than
doubled, from $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 the num-
ber 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 more fully what the
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.

My proposals direct the Secretary of Labor to develop and operate a nation-
wide, comprehensive system of data 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 loeal and
regional labor markets. Where are industries and business firms loeating and
expanding, where are layoffs taking place, where is there a labor shortage?

TInformation would also be compiled on the employability characteristics of
those individuals enrolled under this employment program to provide a mean-
ingful bhasis for setting goals for on-the-job and institutional training, job up-
grading, job development and public service employment.

Manpower training programs in the past have too often been unrelated to
existing job openings and consequently have rarely fulfilled their basic goal ot
placing people in jobs. The Federal Government has financed more than five
million training positions over the past 5-8 years at a cost of $2.5 hillion. 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
dJobs for little over one-third of its enrollees, and WIN has had a placement
rate of slightly more than 109,.

The following chart illustrates the problem :

Enroliment Placed
1,451, 400 773,400
290, 215 106, 612
228,759 23,691

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

My proposal attempts to remedy this critical problem by providing ;.'or 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 16 and over who are not regularly attending school and are
not employed full time,

(3) Persons regularly employed at least 40 hours a week.

(4) Part-time employees.

(8) All others,

ILR. 1, on the other hand, provides its highest priority for manpower services,
training, and employment programs to wothers and pregnant women under the
age of 19. This provision makes little sense since, as soon as a child is born, the
mother would be immediately exempt from work registration under other sec-
tions of HL.R. 1 relating to mothers of children under three. Moreover, it is ex-
tremely inetlicient to give the first available training slots to those women since
the labor market is highly restricted for them.

My amendments also recognize the limitations on the ability of H.R. 1’s pro-
posed manpower program to accommodate the 2.6 million potential work regis-
trants 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 of
Labor to make use of all existing manpower programs merely repeats the lan-
guage of the WIN program. Yet under WIN the Szecretary was unable to override
Jurisdictional and program rivalries and remove slots from existing commit-
ments. Under the President’s manpower revenue-sharing proposals, the Federal
Government would not even have the power to realiocate these slots.

Even if the Labor Department could free up all slots now committed to other
programs, only 1.3 million people, half of the potential welfare clientele, could
be accommodated. By expanding funding for manpower programs from $540
million under H.R. 1 to § 1 billion under my measure and by allowing women with
pre-school children the option to register, we can expand programs and shrink
tt)m{ potential manpower pool, thereby bringing goals and realities into a closer

alance,

Third. 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 a
“piecc of the action” under WIN and other manpower programs :

(1) The U.S. Employment Service system for job placement and manpower
gervices :

(2) The local welfare offices (to determine if clients are eligible for wel”are
or employability development) ; and

(3) The local offices of state voecational education departments which provide
institutional training for enrollees in nianpower programs,

Noune of these agencies is equipped to handle the manpower programs of
ILR. 1, but the Department of Tabor appears ready to assign the programs to
the Employment Service for local implementation. This would be a gf:we 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 a vote of contidence 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 has created “hos-
tility and mistrust and discouragement among the disadvantaged.”

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

Specifically, my amendment gives the new Assistant Secretary of Labor
the power and money to design and implement a system that will develop in-
formation on the local level relating to the workers’ needs and the job market
situation. This local operation would be responsible for listing jobs available to
work registrants and participants,

A strong civil rights entforcement component, funded with $10 million would
be included to prevent discrimination on the basis of race, religion, sex, or na-
tional origin., Administering agencies would be required to write detailed equal
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 listings made available.

My amendments allow but do not require, the Secretary to contract for com-
ponent parts of the program with any entity he chooses including 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-
profit corporation or agency to carry out this program, it may assume immedi-
ate control of any program found to be substantial, terminate local funding, and
assume direct responsibility for program administration and operation.

In developing and operating such a system, the Seerefary would be required
to consult regularly with representatives of public and private employers and
representatives of families and individuals who are receiving or eligible to re-
ceive manpower services. Priority in entering into contracts to provide 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
oceupational training and ecarcer advancement for such needy individuals.

F'ourth, in the best of all possible worlds everyone would have a job uniquely
suited to his desires, needs and skills. While not everyone will find such a job
in the real world, H.R. 1 is a step backward from the goal of suitability first
enunciated in the President’s orviginal proposal and most recently endorsed in
the Ribicoff-Bennett 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, hig prior training
and experience, his prior earnings, the length of his unemployment. his realistic
prospect for obtaining work based on his potential, and the availabliity of
training opportunities, and the distance of the available work from his residence.

10. FPapanded Public Service Employment

Our economy now has over 5 million unemployed people who 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
gervice jobs of both a temporary and permanent nature must be provided at
no less than the federal minimum wage.

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

Evern: 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 he determines that 5%
or more of the necdy 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 the locality; and

(8) A lack of training which offers a reasonable prospect of employment.

The Secretary of Labor would also develop goals for on-the-job and institu-
tional training, job upgrading and job development which would lead to regular
self-supporting employment for needy families. He would be aided by local advi-
sory committees which provide for representation by actual or potential partici-
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 necdy, thereby ending
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 and
environmental problems which are plaguing this nation.

11. BExpanded and Improved Day Care Service

In August of 1969 President Nixon announced in his welfare message that :

“The child care I propose is more than custodial. This Administration is com-
mitted to a new emphasis on child development 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 eycle for this new generation.”

Nonetheless, H.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 ihe 2.3 million

. AFDC children under the age of six (some of whom are under age 3 and not in

need of day care under H.R, 1), the 2.9 million AFDC children between ages 6
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 bnt the most remedial custodial day care. The average amount allocated
for each slot is $800. Yet, HEW’s Office of Child Development has estimated that
the 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.R. 1) would be $1245
at the “minimal” custodial level, $1862 at the “acceptable” level and $2320 at the
desirable level.

I1.R. 1 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 day care
facility and family day care home in the United States {638,000 places in 12,600
centers and 52,700 family day care homes) were reserved for an AFDC child
between the ages of three and six, there would be in excess of one million AFTDC
children in that age group alone left over.

The President’s commitment to early childhood development cannot be carried
out with words alone. Clearly it is necessary to bring existing facilities into bal-
ance with the potential size of the day care clientele. This can be accomplis
by expanding and enhancing day care programs and by shrinking the number of
mandatory eligibles for work and training registration who will need day care.

BEST COPY AVAILABLE
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The following chart describes the Federal Government's present day care

programs:
FEDERAL INVOLVEMENT IN DAY CARE, FISCAL YEAR 1971

lincludes part day and summer}

Total

estimated Estimate

Federal number of

expenditures children

for child in child

Program . care care

Title IV-A, Socia) Security Act - $205, 199, 000 197,479

Title JV-A, Social Security Act (WIN) . 38,000,000 117,162

Title 1V-B, Social Security Act (Child welfare servlces? 1, 900, 000 20, 000

Title |, Economic Opportunity Act (Concentrated employment program) 7,500, 000 9, 500
Title 11-B, Economic Opportunity Act (Project Head Start):

Fullyear 360, 000, 000 263,000

ST L L L o et e e e e e e e e e e e esmmm e mm e —m———— 209, 000

Parentand child centers. L eeccne e 6,600

Title 111-B, Economic Opportunity Act (migrant and seasonal farmworkers).... 1. 400, 000 2,000

Toal e et ciceec e aiamemaeemanam———- 613,999, 000 824,741

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

The amendment I propose, based on the Child Care Corporation concept devel-
oped by the distinguished Senator from Louisiana (Mr. Long), accomplishes
both tasks, shrinking the potential clientele by making registration optional for
mothers with preschool children and expanding programs by providing the
widest possible variety and maximum utilization of existing day care services
to meet the specific desires and needs of day care users.

My amendment provides $1.5 billion in Federal revenues for the Child Care
Corporation in addition to the $500 million in repayable Treasury loans and
$250 million revenue bond authority provided by Senator Long’s proposal. My
bill would also increase the construction authorization of ILR. 1 from $30 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 and operation of day 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 Conde 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 experses 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 $1500 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 appoinied
by the President, by and with the advice and consent of the Senate. One mem-
ber of the Board would be designated as Chairman of the Board. The Board
would establish an Office of Program Evaluation and Auditing to assure that
standards established under the bill for services and facilities are met, and
that funds are properly used.

Rigid monitoring of standards will take place. While my proposal will allow
private organizations to participate in the provision of day care. these groups
will be watched closely to see that quality is not sacrificed for profit. The
penalty for providing false information in order to qualfiy 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.
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The Corporation could not provide or arrange for the provision of child care
in any facility which did not meel standards no less strict than the Iederal
Interagency Day Care Requirements of 1968 updated by July 1, 1974 and im-
proved to include the Recommendations of the Federal Panel on RHarly Child-
hood 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 uniform Federal standards where necessary. All standards would
fully preempt existing state and local standards, except that hearings would be
held with regard to corporation standards considered a state, locality, group,
or responsible individual to be less protective of the 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 the
communities of cach 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 homes, 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 servjces 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
priority 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,

‘To 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 259 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-
gram 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 reclpient
organization can serve.

12. Blimination of State Residency Requirements

My amendments eliminate H.R. 1’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 svch restrictions have little effeet 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 19 had gone on welfare after
living in the state for less than a year.
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13. Administrative Procedures and Recipients’ Rights

fxisting HEW regulations governing administrative procedures are generally
vomprehensive and fair. Some provisiong in H.IX. 1 would unnecessarily alter
these regulations to the detriment of the needy or add needless restrictions.

My amendments would remedy this situation as follows:

. Termination of benefits

ILR. 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. 234 (1970)) which invalidated arbitrary termina-
tions of payments without hearings, the automatic cut-off provisions of H.R. 1
rest on tenuous constitutional ground. As Goldberg pointed out :

“T'o cut off a welfare recipient in the face of . .. ‘brutal need’ \vithglit a prior
hearing of some sort is unconscionable, unless overwhelming considerations jus-
tify it ... Against the unjustified desire to protect public funds must be weighed
the individual’s overpowering nced . . . not to be wrongfully deprived of
assistance.”

Since 46% of all disputed welfare administrative payment determinations are
reversed after hearings, the onus of administrative mistake, when it manifests
itself as 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 legitimate recipients from the
disaster of a total cut-off while allowing the Secretary of IHealth, Education, and
Welfare 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 administrative bureaucracy. All rights and responsibilities of welfare
recipients should be clear and justifiable.

¢. 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 cope 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 qualities of character and reputation may
easily be used to prevert participation in the hearing process by members of
groups organized to aid welfare recipients. ‘

d. Standards for hearing coaminers

H.R. 1'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. 1’s man-
datory quarterly reports qf income superfluous.

BEST COPY AVAILABLE
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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.

1. Reregistration for beneyits
HL.R. 1 requires recipients to reregister every two years to allow HEW to review
al) study the problems of the long-term poor. My amendments would place the
burien on the Secretary to take the time to select these cases for study rather
than.p the recipients,

b Stepparent liability

My braosal would eliminate ILR. 1's provision which makes stepparents of
FAP childen liable for support payments, apparently under the assumption that
the stepparets’ income is available to the entire family. This will only encourage
stepparents t'leave home to enable the family to receive benefits. This regressive
provision encowages family dissolution and in reality leaves the mother to pro-
vide for the famiy hy herself.

HEW’s regulalang now require that nonavailable income of a household not
be attributed to & amily unless that person is liable under a state law of general
applicability for thesypport of someone in the family. My proposal would follow
the HEW regulation mq eliminate the legal fiction, held unconstitutional in 1970
by the Supreme Courtiy Lewis v. Martin (397 U.S. 552), that the income of a
stepfather or “man asSaying the role of spouse” was available to the entire
family. Under current 1awin ail but one state a stepfather need not support his
wife’s children unless he @yyptg them. A harsher rule will act as a disincentive
to marriage and family stabyty, Nothing more should be done to undermine the
social structure of this soclety.

h. Income calculation

One of the little known but inequtaple provisions in ELR. 1 concerns the method
for determining the amount of benfts, Under the current Social Security Act,
payments are to be based upon currely needs. This has been interpreted in present
HEW regulations to mean that in dvermining benefit levels and the level of
family income “only such income as is aetually available for current use on a
regnlar basis will be considered, and onw currently available resources will be
considered.”

Unfortunately, H.R. 1 budgéts for famries are not computed according to
current need. They are computel on a quarterly basis and any income, in excess
of exempt income, received duriag the previotg three quarters Is to be deducted
from benefits due for the currentquarter. This neans that upon becoming eligible
for assistance, a family will be presumed to ha-e gaved all income for the past
nine months in excess of paymenilevels, in anticpation of entitlement for bene-
fits. A family thrown_ out of woik will thus have to wait up to nine months
beff()]re it becomes eligible for any )ayment, regardless of ability to meet current
needs.

Other versions of the Family Asistance Plan intended income to be based
on current quaterly reeds with Sewetarial discretion to reallocate income by
period in order to provide a more ewitable method of accounting, My amend-
ment will restore the original languageof FAP.

i. Simplified eliyibility declaratim

My amendments will provide for a Smplified declar S
determine initial eligibility. Welfare frzug is present %E?I}e[s);‘ofﬁﬁl °1f%"e§f qt](])
recipients, a figure conmensurate with wite collar crime. Furthermore, HEW
studies have demonstmted that the amoults saved by a simple declaratj(;n proc-
ess far exceed any menies disbursed to inwigible recipients.

A simplified declaration does not mean there will be no checks on eligibility
The new procedure uses a simple, objective form to be filled out by the applicaﬂf
which is used by the ggency to determine initial or continuing assistance eligi-
bility. This replaces tle detailed, time-consuming caseworker study of each in-
dividual situation that was formerly used. These inquiries often entailed col-
lateral investigations involving cases not related to tae financial situation of the
applicant and the need for a money payment. Just ag ig the case with federal
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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, efli-
ciency and economy and full respect for the rights and dignity of applicants for
assistance. X

The Federal Government has also already experienced success with a simii-
fied declaration method, first when Medicaid was expanded by many state to
include the “medically indigent” and secondly in the requirement of its ue for
services provided under the Work Experience and raining Program und« Title
V of the Economic Opportunity Act.

j. Inclusion of migrant workers
A family is defined in H.R. 1 as two or more related persons liyng together
in a place maintained by one as his or her home, who are U.S, reside:ts and one of
whom is a citizen or permanent resident alien. The definition spaintained as a
home” is expanded and clarified under my amendments to assy®© that migrants
and others of unfixed domicile are not excluded under a rigwinterpretatlon of
this section.

k. Coverage for poor students

Another arbitrary definition absolutely excludes any fenily whose head is an
undergraduate or graduate student “regularly attending college or university."”
This arbitrarily prevents any recipient from pursuing® 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 assista:ce for a period which is cer-
tain to be of short duration serves no purpose -'d may prevent an individual
from completing the education necessary to cdnpete successfully in American
soclety. The exclusion would even exclude frm eligibility a family head who
might be working or willing to work full-tixe and study part-time, at his own
expense, on a scholarship, or even at a f<e bublic institution.

Current aid programs do not preclude college attendance. Under the WIN
program, for example, recipients can repalarly attend college under an adminis-
trative determination that this is the kst “empléyability” plan for them. To as-
sure that assistance is based exclusiwly on need, my amendments would elimi-
nate thig arbitrary exclusion. ‘

|
I. Uniform assistance for allneedy Americans

Additional provisions I am inroducing male FAP eligibility and reporting
requirements more akin to aduk category guidelines. The Secretary of Health,
Education and Welfare will be required to defelop a single, uniform and simple
eligibility determination for all public assiftance recipients, whether in the
“adult” or “family” category. His report anl recommendations will be sent to
Congress no later than January 1, 1974. .

1. Elimination of Discriminatory Provisims Against Puerto Rico and Other
U.8. Possessions ;

Under H.R. 1 grants to welfare recipieits in Puerto Rito, the Virgin Islands
and Guam are substantially lower thanin the rest of th: United States. Iay-
ments are only required to bear the sime ratio to FAT as the ratio of per
capita income of these insular entitiesbears to the lowest state per capita in-
come. For example, if per capita incdne in these territcries is three-fifths of
Mississippi (lowest in state per capta income), welfare payments would be
three-fifths of $2400 for a family of fsur, or $1440.

Ironically, the cost of living in tlese territories is high:r than in most parts
of the U.S. Living costs in the Virgin Islands are 20 tc 259 higher than in
D.C. and in Guam they are 189, Aigher.

The average annual per capita personal income in Puerto Rieo is only one-
half that of Mississippi, the pocrest of the 50 states, bat Puerto Rico’s cost
of living is at least 109, 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 ia eftect mean that the greater the poverty, the less

we will do.
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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.

Bquitable 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 Employee Rights

This amendment would protect acerued 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 acerued 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 newly created AMTRAK Rail System, Broad protection of employees’
rights and beneflits 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 CuatrMAaN. Senator Bennett ?

OPENING STATEMENT OF SENATOR BENNETT

Senator BennErr. Mr. Chairman, I 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 have been described and we
have a moral responsibility to provide opgortunity and the necessary
skills if they are involved to make it possible for many of these people
now on welfare to work for their own support.

We are also goin to focus much of our attention—most of it, per-
haps—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 Eetterment of life for the children who
are 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
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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 system 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 arve 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 mucﬁ better than they do.

Not only is the system hurting the people, but the States ate suffer-
ing as well. We hear of mounting costs of welfare programs to the
States and these costs are bad. I\fany States are in seripus financial
difficulties, to which they can see no end unless the Federal Govern-
ment 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 money 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. .

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 join many in that. T think we can develop a system to make that
possible inside the framework of the present bill. And T am certainly
going to work, Mr. Chairman, 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 definitely come. I be-
lieve there is almost complete agreement that we must have a drastic
change in our welfare system and to have it soon as possible. As T have
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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.

Mr. Secretary, before you begin your testimony, I would like to
express my appreciation of the excellent 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 details of this bill in the weeks ahead. 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
objec(gives the chairman has stated and those that Senator Ribicoff has
stated.

Thank you, Mr. Chairman.

The CHaRMAN. Are there any further statements the Senators care
to make at this point?

I am pleased to 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 Ricirarpson. Thank you very much, Mr. Chairman and
members of the committee.

I am accompanied this morning by Mr. Howard Newman on my
extreme left, tﬁe Commissioner of the Medical Services Administra-
tion; our new Assistant Secretary for Legislation on my immediate
left, Mr. Stephen Kurzman; on my immediate right, the Under Sec-
retary, Mr. Veneman, who, of course, is well-known to this commit-
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 the Commissioner of Social
Security, Mr. Robert M. Ball.

Today, Mr. Chairman and members of the committee, this distin-
guished committee begins hearings on H.R. 1, a bill which the Presi-
dent has called “* * * the single most significant piece of social legis-
lation to he considered by the Congress in decades.” T certainly join
with the distinguished Senator from Utah, the ranking Republican,
with the conviction that this is indeed a bill whose time has come.
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Certainly, at least, it is true that its enactment is urgent from the point
of view not only of all those who are now on the welfare rolls, but of
the States, local governments, and taxpayers generally.

H.R. 1 would significantly affect virtually every man, woman, and
child in the United States. It protects current and future social se-
curity recipients with a cost-of-living escalator which automatically
increases benefits as prices increase. Tt would replace the 54 current
Federal-State programs for the needy aged, blind, and disabled by
creating a totahy new, modern national program with uniform bene-
fit payments administered and financed gy 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, a comprehensive pre-
paid plan.

But by far the most significant and the most needed provisions of
H.R. 1 are those which reform 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 lprogmms.

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 growing lack of confidence on the part of
the taxpaying public that assistance goes only to those who neec{) 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,

1 0On August 5, the Department of Health, Education, and Welfare informed the committee
that this sentence should have stated that the 50-percent increase occurred over the 18-month
period following August 1969, rather than over the 1-year period.
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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 andy more welfare, less and less
work, and for family disintegration.

The impact 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 be strong incentives for
people to work. (2) All needy families with children, including the
working poor, must be covered. (8) There must be uniform nation-
wide eligibility standards. (4) A minimum federally financed income
floor must be established. (5) Training, job opportunities, and child
care must be provided so that recipients can qualify for, and accept
employment.

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

(8) 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 HL.R. L.

IMPROVED FEDERAL-STATE RELATIONSHIPS

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 food stamps for those
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eligible. ILR. 1 cashes out food stamps for families and eliminates the
Federal sharing of State supplemental payments and instead increases
the Federal income floor to $2,400, with a cciling 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 H.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 deliverin
vitally needed supportive social and family services is assigned, with
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 served.
States may, 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 wili 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 which have been faced with skyrocket-
ing costs, shrinking tax bases, and rebellious taxpayers. This
relief is a result of the Federal Government financing comgletely the
basic payments floor, assuming the administrative costs of a State’s
supplemental payments program if the 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 Federal 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 rvesult the States will receive fiscal relief totaling at least $1.6 billion.

ACCOUNTABILITY AND DIVISION OF EXECUTIVE BRANCIH RESPONSIBILITY

H.R. 1 mandates the separation of needy families into two groups,
those with an emplovable adult and those without an emnloyable adnlt.
The program for the former group. the Opportunities for Families
program (OFP), would be administered by the Department of Labor,
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which is highly experienced in job training, other employability serv-
ices, placement and the upgrading of skills. The program for the latter
group, the Family Assistance Plan (FAP), would be administered by
the Department of Health, Iiducation, and Welfare, with its experi-
ence in family, social, and rehabilitative services. The separation will
enable each d}:apartmcnt to focus its effoits on providing the particu-
lar services and assistance most appropfiate to the group it serves.
Where a single service is common to both groups, such as vocational
rehabilitation, there is authority for each ﬁepartment to insure pro-
vision of the service where needed.

These changes will fix responsibility within the executive branch.
No longer wiff] it be possible for one agency to blame another for
failure to achieve goals established by the Congress.

Turning now to workfare, which, of course, as your opening state-
ment has emphasized, is a particular concern of your own and of this
committee, I think it is fair to say that many of the changes that
have been made in the current legislation received their impetus not
only from the hearings of this committes last year but from your
very fruitful meeting with Senator Bennell and the President at the
end of last year, looking toward new legislation and new hearings
in this Congress. \

Last year, this committee urged that there be included in the bill
stronger requirements and increased incentives to insure that those
able to work will wori, IT.R. 1 has both of these. The new program
for the employables differs significantly from the current WIN pro-
gram in that the decision as to the appropriateness for referral is not
left to the discretion of a social wor}(er. Section 2111(b) of H.R. 1
specifies that “Any individual shall be considered to be available for
employment . . .” unless he or she fits into one of five limited cate-
gories of exemption, Thus, the decision as to who vegisters for work
is prescribed in the Federal statute.

.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-
ment 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 am
confident that you will conclude, as we did, that without such coverage
meaningful work incentives simply are not possible. To reward work
is integral to the vitality of our national economy; to prevent the
erosion of the work incentive, we must do everything we can to insure
that a person is always better off working than not working.

HL.R. 1 would aiso end another serious work disincentive of the cur-
rent family welfare system. Under present law, an AFDC mother (or
father, under the AFDC-unemployed father program in the 23 States

BEST COPY AVAILABLE
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which have AFDC-UF) must 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 full medicaid benefits. An identi-
cal family living next door, with identical earnings which have never
dropped below the State need standard, is ineligible for either an
assistance payment or medicaid benefits. This inexcusable inequity
creates an incentive to stop work or to reduce income for a time in
order tc become eligible for benefits. It penalizes the family of the
wage earner who continues to 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, Mr. Chairman,
and by Senator Bennett. 1 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
vear, at a ccst of $80C million. This complements the authority for
225,000 training opportunities already planned. These public service
jobs will provide employability development for entry into perma-
nent jobs in the public 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 training, work experience,
skill uf)grading, 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 ot 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 payrolls inciudes a major new authorization to provide child
care. H.R. 1 provides a new authorization of $460 million for day
care: $410 million for necessary day care, plus an additional $50 mil-
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lion for renovation .and constructior of day care facilities. This is a
$92 million increase from the amownt authorized in the legislation
you considered last year. Taking info account existing authority, a
total of $750 million would be availadle for child care during the first
full year of the program. Additional child care purchasing power is
provided by a disregard of up to $2,000 of income spent for child
care, which, of course, would mean 1 substantial additional amount
of money available for the purchase »f day care, and by increases in
the maximum amounts deductible from taxable income for child care
for those who have sufficient income.

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

WORKFARE PEN\ALTIES

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

Furthermore, H.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 prorata basis to State supple-
mentary payments administered by the Federal Government. To-
gether, these penalties and prohibitions corstitute effective sanctions
against those who refuse to help themselves escape from poverty.

CORRECTIVES AGAINST FRAUD AND ABUSE

Last year it was argued that there were insufficient assurances that
the new program would be tightly, effectively, and efficiently adminis-
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 system.” The maximum
amount of earnings which can be disregarded 1n the calculation of the
assistance payment is significant in this respect. The bill limits to
$2,000 for a family of four (and an absolute limit of $3,000 for fam-
ilies of nine or more) the combined total earned mcome 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 in IL.R. 1 will permit us to guarantee its integrity.
There will be no simple declaration method pemmitted in the deter-
mination of eligibility for the family programs. Birth certificates and
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other suitable and convincing evidentiary materials will be required.
An intensive initial interview will be required when an application
for assistance is filed. Each member of a family will be identified
by & social security account nunber. We will thus be able to make
extensive use of computerized cioss-checks against the records of the
Social Security Administration ind other Federal agencies, including
the Internal Revenue Service. A systematized, computerized payments
process will enable us to verily earnings and to avoid duplicate
payments.

We intend to guard against fraud not only in the initial application
process but throughout the entire program. Specific items, such as
earnings, which are capable of wirification by a comparison of records,
would be subject to 100-percent varification ; 1n addition, a scientifically
selected sample of cligibility apolications would be reviewed in all re-
spects by specially trained unts located in the field and at head-

uarters. Assistance to all famlies will be scrutinized automatically
through the requirement of mapplication every 2 years.

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

DESERTING PARENTS

In last year’s bill a deserting parent was made liable to the Federal
Government for the full Federal share of any assistance payments
made to his family during that time. The Secretary was authorized
te collect any obligation owed by the parent tothe Federal Government
for benefits paid to the family by offsetting those amounts from any
other payments of any sortdue the deserting parent from the Federal
Government. These provisons are retained in H.R. 1.

- In addition, H.R. 1 strengthens 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 cost of establishing paternity and securing
support from parents and adds a new clause which provides for secur-
ing support for a parent deserted by the spouse.

NOTCHES

One of the major criticism, directed at last year’s bill as this com-
mittee well recalls, was that it was not fully integrated with other
Federal assistance programs which help some of the same people, with
the result that “notches” occurred. A “notch” comes about when a sub-
stantial loss of benefitsresults from the earnings of an additional dollar
of income. Such a loss may prove to be a disincentive for people to
carn more. FL.LR. 1 eliminates the “notches” resulting from the current
food stamp and medicaid programs. The food $tamp notch has been
flattened by the “casi-out” provisions, which eliminate food stamps
eligibility for those eligible for cash payments.

We believe the best solution to the medicaid notch is embodied in
the administration’s family health insurance pryposal, which as you
know, has been introluced by Senators Bennett, Jordan, Hansen, Fan-
nin, and Griffin. Iowever, the House committee adopted as an interim
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measure a provision for a deductible varying with income. This provi-
sion, referred to as a spend-down, was one of several alternatives 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 and 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 carly in August by committees in
both the Senate and the House.

I would like now, Mr. Chairman, to summarize some of what I
have said and to outline the cost consequences of FL.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 FLR. 1 will
make eligible about 8 million working poor persons, of whom over 5
million are children, we are convinced that the actual cascloads 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 H.R. 1 for female-headed
families is 3 percent. The lower rate is due, in part, to: o

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

(2) Tight administration, which reduces fraud and abuse;

(8) 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, H.R. 16311, we have

repared the following table: I will just call attention to some of these
Egures 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 growth rate, which is a little over one-half of the 5-year
historical growth in costs, the total would be $4.3 billion. Under HL.R.
16311, the total would have been $4 billion; under this bill, the total
would be $5.5 billion. o

Taking into account the “hold harmless” and-also taking into ac-
count the food stamp program, which would have cost an additional
$400 million under F.R. 16311 but results in a $1.4 bllhqn_ deduction
under this program, the net difference in payments to families between
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the two bills is only $200 million: %5 billion under H.R. 16311; $5.9
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 million; public service
jobs not included in last year’s program, by $800 million; and employ-
ability services by $100 million. The main other difference in cost
is attributable to the federalization in effect, of the programs for the
adult categories, which increases the total Federal funds for this pur-
pose from $2 billion under current law to $4.1 billion under JI.R. 1, an
increase of $900 million over last year’s bill.

The net result of all of this is as you sce on the bottom line: total
payments and services under current law, $7 billion, assuming a 6-per-
cent-growth rate; $7.4 billion assuming a 13-percent-growth 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

[In billlons)
Current Current
law, 6 law, 13 H.R.
percent percent 163112 H.R. 13
growth 1 growth!  June 1970 July 1971
Payments to families. ... .. ... . ... ... ... N . $4.0 $5.5
Hold harmless_...._._.__ ... .. . ... ... ... 1.0 1.1
Increased food stamps due to automatic checko.. .. A
Food stamp offset . ... e 4 —1.4
Adult categories. .. _....... 8 . 3.2 4.1
Netpayments_.. ... .. . L. ....... N 2 8.6 9.3
Child care. ... i, .3 .3 .7 .8
Training. .. ... .2 2 4 .5
Public service Jobs._ ... e . .8
Administration..._...._.. 4 .4 .7 1.1
Employability services_ ... . .1
Total services and administration 9 .9 31.8 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,

2 These estimates were made for the 1st full fiscal year, fiscal year 1972,

4 This 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 6-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:

Billions

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 RicaHarpsoN. Mr. Chairman, I believe the workfare pro-
visions of H.R. 1 constitute the only 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 well-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 our Nation’s aflluence 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 be 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 to change
the system and meet these pressing needs. I urge this committee 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 Department 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. Welfare 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 federally 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 approximately today’s poverty level. For the first time the income
of the needy aged, blind, and disabled would not be allowed to fall
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 July, reaching $200 for a couple in July 1973
and $150 for a single person in July 1974.

65-745 O - 71 - pt.1 - 4
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The benefits provided are, of course, below those now paid in some
States. However, the State can continue to maintain a higher standard
and provide for payments that will 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 will pay the full administrative
costs of making the supplementary payments and will, of course, ad-
minister the Federal and State programs together.

H.R. 1 contains a “hold harmless” provision 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
Stgte for all its existing cash assistance programs in calendar year
1971,

Under H.R. 1, as under H.R. 17550 as passed by the Senate last
year, the definitions of blindness and disabgity which are used in the
social security program will be applicable nationwide to disabled and
blind people. Under H.R. 1, peop]i)e 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 carned income, the first $720, plus 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
wark neriods and referrals for vocational rehabilitation

OASDI

MEDICARE—MEDICAID

Now I would like to turn to improvements in the social security
cash benefits, medicare, and medicaid 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
the provisions of H.RR. 1 are the same or practically the same as those
your committee reported last year—for example, the provisions 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-
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abled between ages 18 and 22. The 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, experiments with prospective reim-
bursement, and limits on physicians’ charge levels. In addition, those
provisions for improvements in the operating effectiveness of the
medicare and medicaid programs and for improved medicare pro-
tection for the aged are basically the same.

SOCIAT: SECURITY CASII BENEFITS

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

AUTOMATIC ADJUSTMENTS

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

Under the automatic adjustment provision, not only will the benefits
of those already receiving benefits be inereaesed but the value of social
security protection for current and future contributors will be im-
proved. The benefits payable on a given level of carnings will rise as
the cost of living rises.

The provisiorn also calls for automatic increases, as wages rise, in
the amount of earnings that are counted for benefit and contribution
purposes. Under the bill, the contribution and benefit base would be
increased to $10,200, effective for 1972, rather than to the $9,000 now
scheduled for 1972 under present law. Thereafter, it would be auto-
matically adjusted to keep pace with wage increases. This means that,
as carnings rise, more workers will have their additional carnings
counted toward benefits. While 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 wi]Y 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 1 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 henefit 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
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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 proper 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.

RETIREMENT 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 1s 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 %ave. 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-
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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-tirne 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,
has also accomplished much, but it does have major shortcomings.
For example, there are great disparities in the treatment of recipients
and wide variations in benefits and eligibility criteria from one State
to another.

The coverage provided in the President’s proposed family 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
Liealth benefits for those who cannot fully finance their own health
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 program 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-
ing the medicare program were part of the social security bill reported
by this committee last year. I would like to comment, however, on
provisions that are new or somewhat modified.

SUPPLEMENTARY MEDICAI. INSURANCE PREMIUM

The President has proposed the climination 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-
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gram be financed instead through equal employee and employer pay-
roll contributions, Thus, people would contribute toward their medi-
cal insurance protection in advance while they are working, as they
do now for hospital insurance protection, and they would be relicved
of the burden of making premium payments out of the reduced in-
come they receive as beneficiaries.

The administration prefers this proposal to the provision in H.R. 1.
which retains the premium for supplementary medical insurance but
permits it to rise only in the event of a general increase in cash bene-
fits and by no more than the percentage by which such henefits are

increased.
MEDICARE TOR THE DISABLED

For several years now, extensive consideration has been given to
the question of providing medicare protection to people who receive
monthly cash benefits under social security and railroad retirement

rograms because they are disabled. The recent Advisory (Council on

ocial Security recommended such coverage, and H.R. 1 includes a
provision extending medicare to these disabled persons. UTnder H.R. 1,
coverage would begin after a beneficiary has been entitled to dis-
ability insurance benefits for 24 conzecutive months.

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

Another problem 1s the way in which supplementary medical insur-
ance protection for the disabled would be financed. Under H.R. 1, a
very large part of the financing would come out of genéral revenues,
with premium payments by disabled beneficiaries geared to those paid
by the aged. Tt is true that premiums would be prohibitive if the dis-
agled, like the aged under present law, were to be required to pay half
the cost of their protection. The financing provided in H.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-maintenance organization. This option is an integral part of
the administration’s overall objective of encouraging the growth of
health maintenance organizations (HMO’s), which we believe can
contribute significantly to the improvement of the Nation’s health-
care delivery system. We strongly support also the incentives FLR. 1
would provide the States under medicaid, through increased matching,
to contract with IIMO’s and other organizations providing comprehen-
sive health care to furnish necessary care to their medicaid cligibles.
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



45

of less expensive ambulatory care for high-cost institutional facilities.
To discourage the use of expensive institutional facilities when less
costly ambulatory care would be medically appropriate, H.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-
meni of a coinsurance amount for inpatient hospital care beginning
earlier than under present law—-that 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 bring about, at this earlier point, an intensive consideration
of whetlher 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 FL.R. 17550 as approved by the committee last
ear included a provision for professional standards review that had
een 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 areawide or
communitywide peer review, utilization review, and medical review
mechanisms to determine which review mechanisms would be most
eflective in helping to assure that services provided to beneficiaries ave
medically necessary and rendered in the most economical setting con-
sistent with professionally recognized 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 as 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 T have mentioned, there are a number of medicaid provisions in
the House-passed version of H.R. 1 that the Department endorses.
However, tflere are some meclicaid proposals included in the bill we do
not support. Although the administration is deeply interested in fos-
tering cost consciousness among both patients and providers, we be-
lieve that the imposition on the medically needy of cost-sharing charges
which are neither nominal nor income-related would work a severe
hardship ; this group has already been designated as having insufficient
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
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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 tﬁe bill in the social security pro-
gram and for meeting the present actuarial deficiency in the hospital
msurance program. The bill would provide a new schedule of contri-
bution rates ! 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 approved last year. The
ultimate rate under H.R. 1—6.1 percent—is tﬁe 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%)y H.R. 1, is financially sound. The cash benefits
1[))rogram under last year’s committee bill had a long-range actuarial

alance 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 {)alance 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
IL_])rogmm. The most important of these recommendations relate to the

nancing of the cash-benefits part of the social security program.
These recommendations call for establishing contribution rate sched-
ules based on current-cost financing and for basing the long-range
actuarial cost estimates on the assumptions that wages will rise and
that benefits will be kept up to date with prices rather than on the
level-earnings assumption that has traditionally been used in estimat-
ing the 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-

1.See table, p. 47.
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tion rates in the relatively near future that were substantially higher
than current-cost rates. These 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—basing cost estimates on the
level-earnings assumption—that has been used up 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 1n 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 compure-
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 eflectiveness 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 follows:)

APPENDIX A.—SOCIAL SECURITY CONTRIBUTION RATES

{In percent}
Cash benefits Heaith insurance Total

Pres- H.R. Pres- H.R, Pres- H.R,

Period entlaw 175507 H.R. 1 entlaw 175503 H.R.1 entlaw 175503 H.R.1
Emplogyel, employee, each:
1972 .. ... 4,60 4.4 4.2 0.60 1.10 1.2 52 5.50 5.4
1973-78. .. 5.00 4.4 4.2 .65 1.20 1.2 5,65 5.60 5.4
1975 i 5.00 5.0 4.0 .65 1.35 1.2 5.65 6.35 6.2
1976 . ol 5.15 5.0 5.0 .70 1.35 1.2 5.8 6.35 6.2
1977-79. 5.15 5.0 6.1 .70 1.35 1.3 5.8 6.35 7.4
1980-85. .. .. o ..ol 5.15 5.5 6.1 .80 1.50 1.3 5.95 7.00 1.4
86, i 5.15 6.1 6.1 .80 1.50 1.3 5,95 7.60 1.4
..... 5.15 6.1 6.1 .90 1.50 1.3 6.05 7.60 7.4
6.90 6.6 6.3 .60 1.10 1.2 7.50 7.70 1.5
7.00 6.6 6.3 .65 1.20 1.2 7.65 7.80 7.5
7.00 7.0 7.0 .65 1.35 1.2 7.65 8.35 8.2
cee.. .00 7.0 7.0 .70 1.45 1.2 7.70 8.35 8:2
1977-79................. 1.00 7.0 7.0 .70 1.35 1.3 7.70 8.35 8.3
1980-86. .. ... ... .... 7.00 1.0 7.0 .80 1.50 1.3 72.80 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

1 In the case of H.R. 17550, includes catastrophic iliness; in the case of H.R. 1, includes hospital insurance for the dis-

abled.
2 As reported by the Senate Committee on Finance.
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The Crarman. 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 will 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 though we double the
cost of 1t, in my estimation, that is not welfare reform, because you
have not gotten to the fundamental problem.

FinancianL IncenTives Nor 1o MARRY

Let me give you an example of the fundamental problem which
I do not think you even touched on in your statement. Let us take
the typical example of the man-in-the-house 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 he is spending every night there, but you cannot
presume that he is willing to pay 5 cents to support his own children.

Now, that $5,000 welfare payment is a subsidy on illegitimacy, it
is # 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 first simple thing about that,
how can you call this a welfare reform bill ?

Secretary Rrciarpson. 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 the 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 confront 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.
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The CuaRMAN. 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 Riciiarpson. I would just say this, Mr. Chairman,
granted the problem you state, the fact remains that the bill does
contain o 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 read) , as I said in my testimony, to work
with the committee to that end.

The Cuairman. Well, the Supreme Court very erroneously and in-
correctly placed the presumption 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 1 do 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 a 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
going 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, and Weltare—this 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. And 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;
1 know the overwhelming majority of them—were applying some
kind of a “man-in-the-house” rule 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,
struck 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 Court that you did not properly construe our statute. It
would seem to me 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-
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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 an $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 solve it,

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

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

Senator Anderson ?

Senator ANpersoN. No.

The CrAIRMAN. Senator Bennett ?

Senator BEnnerr. I had an 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 or WELFARE PROPOSAL

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

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

Senator Curtis. Increased Federal costs.
o Secretary RicHArDsoN. The total would be $5.5 billion, Senator

urtis.

Senator CurTis. $5.5 billion ?

Secretary RicHARrDsON. Yes, sir.
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FEDERAL EnpPLOYEES NEEDED TO ADMINISTER WELFARE PROPOSAL

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

Secretary RicHarpson. 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, with the development of a uniform national
system 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.

Cuarrs SHOwWING WELFARE AND OTHER BENEFITS

Senator Curris. 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 RicHarpson. 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 Ricuarpson. I should say, Senator, that if we are going to

o into this now, it might be useful to the committee for me to present

rst 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 iy 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 Crrarman. That will be done.

(The charts referred to follow :)



TABLE 1 CURRENT LAW--BENEFITS POTENTIALLY AVAILABLE T0 4-PERSON
FEMALE-HEADED FAMILIES IN PHOENIX , ARIZONA

2 MOTEF - THE

BR 1 ok e

ON DS AOT BLLIEVE THISE EHARTE CFAULCT KA. WORK INCESTIHES A MORE ACCURATE POXTRAVAL FATIILED

“AAS BEN SV

HERLTH, EOUCATION, ANL WL FARE

7O THE COWMIITEE AND /S AIA/IABLE FROW THE DEFARTHENT OF

TOTAL FEDERAL| NET CASH  [CURRENTSURMUS| TOTAL NET | CURRENT PUB |TOTAL INCOME [ AVERAGE  [TOTAL INCOMF
TOTALGROSS [STATE 4 SOC. [INCOME (LESS [COMMODITIES |CASH PLUS | HOUSING  |INCLUDING | MEDICAID | INCLUDING
EARNINGS | AFDGC | CASH INCOME| SEC. TAXES [TAXES) VALUE I/ | FOOD BONUS 2/ |PUBHOUSING | BENEFIT 4/ | MEDICAID
§0]41996| 81996 | $- [$1996 | § 441 [$2437 | $1,104 | $3541 $3541
700 1996 ame | 37| 2679 | 441 | 3120 | 1104 | 4204 4224
1000 1996 | 2996 | 51| 2945| 441 | 3386 1104 | 4490 4490
2000 | 1598 | 3598 | 103 | 3495| 441 | 3936| 1032 | 4968 | NO | 4968
3000 1164| 4164 | 155 | 4009| 441 | 4450| 924 | 5374 |MEDCAID| 5374
4000 731 | 4731| 20| 4509| 441 | 4950 898| 5778 |PROGRAM| 5778
5000 | 298| 5298| 438 | 4860| 441 5301 720| 6021 6,01
6000 ~— | 6000| 681 | 5319 ~ | 5319 600| 5919 5919
7000 = | 7000| 94i | 6059| ~ | 6089| 420| 6479 6479
8000 | ~ | 8000| 1190 | 6810 ~ | 6810| 3/ egt08 68109
9000| = | 9000| 1452 | 7548| -~ | 7548 3y To4g? 75483/
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TABLE 2 CURRENT LAW-- BENEFITS POTENTIALLY

AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILIES IN WILMINGTON DEL.

IMPORTANT NOTE:  THE ADWINISTRATION DOES NOT BELEIVE THESE CHARTS REFIRCT HA.1 WORK INCENTIVES ; A MORE ACOYRATE PORTRAYAL ENTITLED “HR. | WORK

INCENTIVES  AS BEEN SUBMITTED TO THE COMMITTEE AND 15 AVALABLE FROM THE ﬂ[ﬂlfﬂl&vf OF HEALTH, EOUCATION, AND WELFARE .

fs’gl?zkt, NET TorAL TOTAL
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oA | kR | (LeSS  [commomes| PLU | WOUSING | PUBLC  [MEDICAID | INCLUDING

EARNNGS | AFDC | NCOME | TAXES | TAES) | VAWEY | Fo0D | BONUSY | HOUGING | BENEFITY | MEDICAID

¢ 0 [+2066 (#2066 | — [42,066 | 661 [$2727 |4 754 (43481 (4 460 | 45941

770 | 7,066 | 7,786 |+ 37 | 2,749 | 661 | 3410 { 583 | 3995 | 460| 4453

1,000 | 2,066 | %066 51 | 3015 | 661 [ %3616 | 517 | 4195 | 460 4,653

2000 | 1,487 | 3482 | 103 | %379 | 661 | 4040 | 418 | 4458 | 460 4018

3000 | BI5 | 3815 | 164 | 365 | 661 | 4312 | 339 | 465! 460 | 5111

4000 [ 148 | 4148 | 733 | 3915 | 66! | 4576 | 266 | 4842 | 460 E 307

5,000 5000 | 447 | 4553 4,553 57| 4610 4,610
6000 — | 6000| 680|532 ( - | 5317 ¥ b3z - 6,317¥
7000 [ - | 7000 | 946 | 6054 | - | 6054 Y| 60s4¥| - | 6054%
8000 | - | 8000 | 1193 | 6807 | - | 6807 v | 68072 - | 6807¥
9,000 - 9,000 1,455 7,545 - 7,545 ¥ 7/1;45 b7 . 7r C4L ¥
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TABLE 3 CURRENT LAW--BENEFITS POTENTIALLY AVAILABLE T04-PERSON

FEMALE-HEADED FAMILIES IN CHICAGO. ILLINOIS

TMPORTANT NOTE: flli AOMINISTRATION DOFS NOT BELIEVE THESE CHARTS REFLECT H.R.1 WORK INCENTIVES ; AMORE ACCURATE PORTRAYAL ENTITLED

1 WORK INCENTIVES® KAS BEEN SUBMITTED TO THE COMMITTEE AND IS AYAILABLE FROM THE DEPARTMENT OF
/It’llf// EDUCATION, AND WELFARE

TOTAL FEDERAL NET CASH | CURRENT | TOTALNET |CURRENT PUB.| TOTAL INCOME| AVERAGE |TOTAL INCOME

TOTALGROSS |STATE & SOC, |INCOME(LESS [FOODSTAMP [CASH PLUS | HOUSING | INCLUDING | MEDICAID { INCLUDING

EARNINGS | AFDC  |CASHINCOME | SEC.TAXES | TAXES) |BONUSY | F00D | BONUSZ/ |[PUBHOUSING [BENEFIT4 | MEDICAID
$ 0 (s3384 143384 | ¢ — (43384 | ¢ 408($3792|$1,080 |44,872 (¢ 910 |$5782
120 | 3384 | 4104 | 37| 4067 312| 4319| 1,080 5450 | 910 | 6,369
1000 | 3384 | 4384 | 51| 4333| 288| 4611 | 1,080 5701 | 910 | 6611
7000 | 2,890 | 4890 | 103 | 4787| 288 5075 1,080 | 6155 | 910 | 7,085
3000 | 2224 5224 | 55| 5060| 288| 535T| 1080 | 6437 010 | 7347
4000 | 1557| 5557 | 208 | 5349 288| 5637| 1,080 | 6T7| 010 | 7627
5000 | 800 | 5800 | 424 | 5466| 288( 5754 | 1080 | 6834 | 010 | 7744
6,000 | 204| 6224 661 | 5563 | 288 5851 | 1,080| 6931 | o0 | 7841
7,000 - | 7000 909 609 = 6091 ¥ | 6001¥ ¥ | 60013
8000 | - | 8000 | LI39| 6861| - | 6861 | ¥ | 68612 ¥ | gagl¥y
9000 | - | 9000 | 1316 | 7624 6| ¥ | T6MY v | e

¥e
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TABLE4 CURRENT LAW--BENEFITS POTENTIALLY AVAILABLE TO 4 PERSON
FEMALE-HEADED FAMILIES IN NEW YORK CITY

IHPORTANT NOTE : ,rgg ADMIN/STRATION DOES NOT' BELIEVE THESE CHARTS REFLECT HR.1 WORK INCENTIVES ; A MORE ACCURATE

TRAYAL ENTITLED “H.R. I HORK INCENTIVES " HAS BEEN SUBMITTED TO THE COMMITTEE AND IS AVAILABLE
FROM THE DEPARTMENT OF HEALTH, EDUOATION, AND WELFARE
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6956
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870 5598

870
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6.523
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Footnotes for Tables 1-4

1/

I
~>

Fopd 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.

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 , . , . PR $1,560

Wilmington . . + «.v « o . 1,020
Chicago « + v o ¢ v v o & 1,920
New York City . . . . . . . 1,680

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.

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 S HR1BENEFITS POTENTIALLY AVAILABLE TO 4 PERSON
FEMALE-HEADED FAMILY IN PHOENIX, ARIZONA

IPORTANT NOTICE: THE ADMINISTRATION DOES NOT BELIEYE THESE CHARTS REFLECT H.R.| WORK INCENTIVES; A MORE ACCURATE
e 7 R. 1 WORK INCENTIVES " HAS BEEN SUBMITTED T0 THE COMMITTEE AND /S AVAILABLE

OF HEALTH, EDUCATION, AND WELFARE

PORTRAYAL ENTITLED "H.
FROM THE DEPARTMENT

WAL FEDERAL, ETOT%
ASSFIAS}‘AI«‘NYCE STATE /| TOTALGROSS STASTEEéUS&%L NIEJCg?ASEH pugLIC A“vrlﬁ!A&':c MEDICAID
EARNINGS H.R.1 [SUPPLEMENT | CASH INCOME TAXES  [LESS TAXES /[ HOUSING &/ |~ HoUSING BENEFITS
$ 0 [42400 (% 372 [$2772 |% -- (32772 $1,240 (44,012 | NO
120 | 2400 | 372 | 3402 31 | 3455 | 1,110 | 4,565 | MEDICAID
1000 | 223 | 372 | 3585 51 | 3534 | 1,003 | 4,627 |PROGRAM
2000 | 1,546 | 372 | 3918 | 103 | 3815 913 | 4,718
3,000 879 | 372 | 4,25 185 | 4,006 132 | 4828
4,000 U3 | 372 | 4585 | 222 | 4,33 552 | 40915
5,000 -- “- | 5000 | 438 | 4562 3N | 4933
6,000 -- -- 6,000 681 5,319 191 5,510
1,000 - - | T000 | 941 | 60859 10 | 6069
8,000 - - -- | 8000 1,190 | 6810 == | 6810
9,000 - = | 9000 1452 | 7548 == | 1548
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TABLE 6 H.R.) BENEFITS POTENTIALLY AVAILABLE T0 4 PERSON
FEMALE-HEADED FAMILY IN WILMINGYON, DELAWARE

e s ot e e e et e

FRON TNE DEPRTMENT OF WEALTH, EDYCATION, AND WELFARE

FAMILY TOTAL FEDERAL,| NET CASH TOTAL NET
ASSISTANCE | STATE | TOTALGROSS ISTATE, SOCIAL | INCOME _ | PUBLIC  |CASHSPUBLIC| MEDICAID

EARNINGS | H.R.1 | SUPPLEMENT” [CASH INCOME [SECURITY TANES|LESS TAXES Y | HOUSING ® | HOUSING | BENEFITS

$ 0 [$2400 ¢ 216 (42,616 ¢ -- |#2,616 |$ 128 |$3344 |$ 4607
770 | 2400 | 216 | 3336 | 37 | 3200 | 598 | 3897 460
1000 | 2213 | 216 | 3429 51 | 3318 | 581 | 3950 | 460 @ ©
2000 | 1,546 | 216 | 3,762 | 103 | 3650 | 401 | 4060 | 460

3,000 879 26 | 4,005 164 | 3,931 220 | 4,151 4
4,000 213 216 | 4429 1233 | 4,196 40 | 4.2% 4
5,000 -- == | 5000 | 447 | 4,553 == | 4553 4
6,000 -- -- | 6000 688 | 5312 == | 5312 4y
1,000 - "= | 1000 946 | 6,054 .- 6,054 4/
8,000 -- o 8,000 | 1,193 | 6807 .- 6,807 4
9,000 - - 9,000 | 1,455 | 7545 .- 7,545 4/




TABLE 7 H.R.1 BENEFITS POTENTIALLY AVAILABLE T04-PERSON
FEMALE-HEADED FAMILY IN CHICAGO, ILLINOIS

IMFORTANT NOTE:  THE ADMINISTRATION DOES NOT BELIEVE THESE CHIRTS REFLECT HR.| WORK INCENTIVES ; AMKE ACCURATE PORTIRAYAL ENTITLED "MR.{
7 EDVCATION, AND WELFARE

WORK INCENTIYES KAS BEEN SUBMITTED 70 THE COMMITTEE AND IS AVA/IABLE FROM THE DEFARTMENT OF KEALTY,

TOTAL FEDERAL

TOTAL

FAMILY STATE, SOCIAL'| NET CASH NET CASH
ASSISTANCE |  STATE | TOTAL GROSS | SECURITY |  INCOME PUBLIC _ | AND PUBLIC | MEDICAID
EARNINGS HR.1 SUPPLEMENT | CASH INCOME TAXES | ess TAXESY | HOUSING &/ | HOUSING | BENEFITS
$ 0 [$2,400 [+1392 |43,792 - $3,792 | 41,416 |45,208 | ¢ 910Y

720 2,400 | 1,392 | 4512 | ¢ 37 4,475 1,286 | 5,761 910
1,000 2,213 1,392 | 4,605 51 | 4,554 1,269 | 5,823 910

2,000 1,646 | 1,392 | 4,938 10% 4,835 1,080 | 5,924 910
3,000 879 | 1,392 | 5271 {56 116 908 | 6,024 910
4,000 213 1,392 | 65,605 208 £,397 728 | 6125 &
£,000 - 038 5,938 474 E,514 547 | 6,061 Y
6,000 - n 6,271 661 5610 267 | 5,977 y
7,000 - - 7,000 909 | 6,001 186 | 6,277 &
8000 | - -~ | 8000 [ 1,139 | 6,861 6 | 6,667 y
9,000 - - 9000 | 1,376 | 7624 - 7,624 &
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TABLE 8 HR | BENEFITS POTENTIALLY AVAILABLE T04-PERSON
FEMALE-HEADED FAMILY IN NEW YORK CITY

THPORTINT IVE  THE ADKMISTRATION OOFS NUT BELIEHE THESE CHIRTS REFLECT HR | HORA INCEWTTHES ANNE ACCORATE PTHROAL
ENTITLED "HE. T WK INCENTIIES “WAS BEEN SUBMITTED 70 THE COMMITIEE AND 1S AVA/ASLE. RN
THE DEPARTHENT OF HENLTH, EOUCATION, AND WELFARE

TOTAL FEDERAL, TOTAL

FAMILY STATE SOCIAL | NET CASH NET CASH
ASSISTANCE STATE TOTAL GROSS SECURITY INCOME PUBLIC AND PUBLIC MEDICAID

EARNINGS H.R.1 SUPPLEMENT- | CASH INCOME TAXES LESS TAXESZ | HOUSING 5/ |  HOUSING BENEFITS

§ 0 32400 | 51944 |s4344 [ — [34344 [ 4076 |$5420 | ¢870%
720 | 2400 | 1944 | 5064 | ¢ 37 | 5027 | 946 | 5973 | 870
1000 | 2213 | 1944 | 5157 51 | 5106 | 929 | 6035 | 870
2000 | 1546 | 1944 | 5400 | 103 | 5387 | 749 6136 | 870
3000 879 | 1944 | 5823 | 165 5658 | 568 | 6226 | 870
4,000 213 | 1944 | 6157 | 242 | 5915 | 388 6303 | 870

5000 1490 | 6490 | 464 | 6026 | 207 | 6233 | 4
6000 | — | 823 6823| 711 | 6112 | 27 | 6139 | 4
7000 | — | 156 | 7156 | 974 | 6182 | — | gi82 | 4
8000 | — | — | 8000 1224| 6776 | — | 6776 | g
9000 | — | — | 9000 | 1486 | 7514 | — | 7514 | o




Footnotes for Tables 5-8

1/ 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.

2/ 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. :

3/ 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.

4/ Section 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 thus not susceptible to being shown in this format.

5/ 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
Chicagl.: « o « + 1, 920
New York City . . . 1380

19
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Senator Curris. 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 at the hearings here. I realize
there will be some change, but there is some comparison we can make.

The Citamman. Well, that is requested, that that be done and

Senator Curtis. And placed in the hearings.

The Cirairman. 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 on Finance”:




TABLE 1+~CURRENT LAW

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

Federal
portion
of average Public
Total Federal State Social Net medicaid Total housing
money income income security money Food benefit money and bonus to
Earnings AFDC1 income tax ? tax 3 tax income bonus ¢ to family ¢ in-kind family 7 Total
$0.......... $2,208  $2,208 ... $2,208 $441 ® $2,649 $1,078 $3,727
720...... . 2,208 $35 2,893 441 Q] 3,334 916 4,250
1,000....... 2,208 48 3,160 441 ) 3,601 853 4,454
2,000....... 1,779 96 3,683 441 ® 4,124 725 4,849
3,000....... 1,319 144 4,175 441 ®) 4,616 603 5,219
4,000....... 858 192 4,518 441 ®) 4,959 482 5,441
5,000....... 398 5,398 316 23 240 4,819 441 ®) 5,260 360 5,620
6,000................ 6,000 528 37 288 5104 ... ........ ®) 5,104 9360 5,464
7000................... 7,000 706 58 336 5900 ............ ®) 5,900 *100 6,000
8,000................... 8,000 902 79 374 6,645 ... ... ...... ® 6645 ............ 6,645

! State su 3p
)

York _City—:

zona-~$2,208. Work-relate
avera?es of $708 in Chicago,
$480 in Phoenix and $660 in Wilmington.

tice o

lement is based on the following maximum payments: New

576 (adjusted for rent as paid to public housing); Chicago—

Xfi,976 (adjusted for rent aanaid to public housing); Delaware—$1,788
9

expenses were based on estimated State
00 in New York; and general standard prac-

1 Federal tax based on current schedule, including surcharge.

3 State tax based on current schedules.

¢ Social Security tax based on 4.8 percent of earnings up to $7,800.

¢ Food bonus based on value of surplus commodities (Phoenix, Wilmlngton,

and New York City) or food stamp bonus (Chicago), based on local eligi

schedules.

ility

¢ Medicaid benefit shown is the Federal portion of the average benejit for

all AFDC families in State. Individual families may

receive more or less

depending upon medical needs. State eligibility standards apply.

? Public housing bonus for New York and Chicago was calculated on the
basis of the value of privite market rentals less the maximum rent allotment
for AFDC recipients ﬂ$90 in Chicago and $105 in New York)., .

i i %ton flat'AFDC grants are generally given, with no
onus equals the difference between rent paid and

In Phoenix and Wi
variation for rent. Henca,
equivalent private rmarket rents as calculated by H

min

UD. (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

resent, it was assurned that the Brooke amendment would govern. Net

ncome was computed for families in each city based on exemptions and

deductions aﬂulled by each local authority's adopted policy, as revealed in
i

HUD central
! No medicaid program.
¢ Above continued occupangy limit:

lic housing until it finds private housi

es for public housing.

s, but family may be allowed stay in pub-
ng.

€9



TABLE 2 —CURRENT LAW

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

Total Federal State Social
Earnings aFoct  income "B e St
$0... ... . $1,788 $1,788 ... . . ...
720... ... 1,788 2508 .. .. ... $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 supéolement 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(;)aid to public housing); Delaware—$1,788;
Anizona—$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.

3 State tax based on current schedules,

4 Social Security tax based on 4.8 percent of earnings up to $7,800.

$ Food bonus based on value of surplus commodities (Phoenix, Wilmin%ton,
ang r;e‘lu York City) or food stamp bonus (Chicago), based on local eligibitity
schedules.

¢ 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.

Federal
portion
of average Public
Net medicaid Total housing
money Food benefit money and bonus to
income bonus 3 to family ¢ in-kind family 7 Total
$1,788 $661 $219 $2,668 $693 $3,361
2,473 661 219 3,353 531 3,884
2,740 661 219 3,620 468 4,088
3,692 661 219 4,572 243 4,815
4,587 661 219 5,467 31 5,498
4,720 661 219 5,600 .. 5,600
4,815 661 219 5,695 . 5,695
5,133 ......... .. . 5,133 ....... 5,133

7 Public housing bonus lor New York and Chicago was calculated 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 Wiimington flat AFDC grants are generaily given, with no
vanation 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

esent, it was assumed that the Brooke amendment would govern. Net
income was computed for families in each city based on exemptions and
deductions athed by each local authority's adopted policy, as revealed in
HUD central files for pubtic housing.
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TABLE 3 —CURRENT LAW

Total Federal State Socal

money income income security

Earnings AFDC! income tax 2 tax ¢ tax ¢
$0... $2,976 $2,976 .
720... 2,976 3,696 .. .. .. ... .. $35
1,000 . 2,976 3,976 . P 48
2,000. ... 2,590 4,590 ... 96
3,000. ... 1,923 4,923 . ... .. F 144
4,000. . 1,256 5,256 $140 PR 192
5,000. .. 589 5,589 316 $11 240
6,000... ......... ... 6,000 528 21 288
7,000.... 7,000 706 32 336
8,000.. ... ... 8,000 902 42 374
9,000... ... ... ...... 9,000 1,100 53 374

Benefits potentially available to 4-person female-headed recipient families in Chicago, IlIl.

Federal
portion
of average Public
Net medicaid Total housing
money Food benefit money and bonus to
income bonus ¢ to family ¢ in-kind family 7 Total
$2,976 $480 $395 $3,851 $840 $4,691
3,661 360 395 4,416 840 5,256
3,928 312 395 4,635 840 5,475
4,494 288 395 5,177 840 6,017
4,779 288 395 5,462 840 6,302
4,924 288 395 5,607 840 6,447
5,022 288 395 5,705 840 6,545
5163 ... .. .. ... 5,163 ¥ 960 6,123
5,926 .. 5,926 9720 6,646
6,682 ... 6,682 9720 7,402
7,473 ... ... . ... 7473 ... . ... 7,473

Note: Only 18 percent of all AFDC recipients in Chicago live In public housing.

i State su ;lement is based on the following maximum payments: New
York Clty—-f ,576 (adjusted for rent as paid to public housing); Chicago—
§2.976 (adéusted for rent as Jwaid to public housing); Delaware—$1,788;

rizona—$2,208, Work-related expenses were based on estimated State
avera?es of $708 in Chicago, $900 in New York; and general standard prac-
tice of $480 in Phoenix and $660 1n 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,
anfrlj l;evl/v York City) or food stamp bonus (Chicago), based on local eligibility
schedules.

¢ Medicaid benefit shown is the Federal portion of the average benefit for
all AFOC families in State. Individual families may receive more or less
depending upon medical needs. State eligibility standards a‘)ply‘

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

basis of the value of private market rentals Jess the maximum rent allotment
for AFDC recipients $$90 in Chicago and $105 in iNew 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 Jused by HUD in determining equiv-
alent private market rentals.) Rents in Phoenix and Wilmington assume
operation of the Brooke amendment. Even where a weifare rent schedule is
present, it was assumed that the Brooke amendment would govern. Net
income was computed for families in each city based on exemptions and
deductions applied by each local authority's adopted policy, as revealed in
HUD centrai files for public housing. .

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

¥ Above continued occupancy limits, but families would be allowed to stay,
at higher rent, untit other housing is Incated.



TABLE 4 —CURRENT LAW

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

Tctal Federal State Socjal

money income income security

Earnings AFDC 1 income tax ? ax 3 tax
$0.. .. . $3,576 $3,576 . ... .
720. .. 3,576 4,296 ... .................. $35
1,000....... 3,382 4382 ... .. .. .. 48
2,000 2,715 4,715 ... .. ... 96
3,000 2,048 5048 ...... .. ... 144
4,000 1,381 5,381 $140 $1 192
5,000....... 714 5,714 316 28 240
6,047 528 55 288

7,000 706 91 336

8,000 902 127 374

9,000............ 9,000 1,100 170 374

Federal
portion
of average Public
Net medicaid Total housing
money Food benefit money and bonus to
income bonus 3 to family ¢ in-kind family 7 Total
$3,576 $522 $677  $4,675 $420 $5,095
4,261 522 577 5,360 420 5,780
4,334 522 577 5,433 420 5,853
4,619 522 577 5,718 420 6,138
4,904 522 577 6,003 420 6,423
5,048 522 577 6,147 420 6,567
5,130 522 577 6,229 420 6,649
5,176 522 577 6,275 420 6,695
5,867 5,867 720 6,587
6,597 ........... 6,597 720 7,317
7,356 . ... 7,356 ® 7,356

Note: Only 8 percent of all AFDC recipients in New York City 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(ra:d to public housing); Delaware—$1,788;

rizona—$2,208. Work-related expenses were based on estimated State
avera?es of $708 in Chicago, $300in New York; and general standard prac-
tice of $480 in Phoenix and $660 in Wiimington.

¢ 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,

¢ Food bonus based on value of surplus commodities (Phoenix, Wilmin%ton,
ang gev{v York City) or food stamp bonus (Chicago), based on local eligibility
schedules,

¢ 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 ehgibility standards a‘;)p!?/.

T 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 3390 in Ch.cago and $105 in New York).

In Phoenix and Wi min%ton flat AFDC grants are generally given, with no
variation for rent. Hence, bonus equals the difference tetween 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 a?leied by each loca! authority's adopted policy, as revealed in
HUD central tiles for public housing.

! Above continued occupancy linuts, but family would be allnwed to stay
until other housing is located. Bonus increases above AFDC breakeven as
families move from welfare to nonwelfare rent schedules.
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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.

Housing
Federal, bonus to
State, and family under
Total gross sociat Medical Total net proposed Total net
State money security  Food stamp insurance  money and 197 money and
Earnings FAP benefit! supplement:? income taxes s bonus ¢ bonus ¢ in-kind Housing Acts in-kind
$2,208 ............. $646 $470 $3,324 $1,118 $4,442
2,928 $37 4 3,742 974 4,716
3,021 3,785 956 4,741
3,354 104 3,927 889 4,816
3,687 156 4,068 823 4,891
4,039 246 4,183 740 4,923
5,000 457 4,698 500 5,198
6,000 689 5,311 250 5,561
7,000 944 6,056 .............. 6,056

t 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? persons, Family assistance benefits arc reduced 50 percent for earnings,
after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.

2State_supplementary payments are based on current payment levels
with a 67 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,
assuming no surcharge. State taxes are computed on current State
schedule., Sacial security taxes reflect the increase from 4.8 to 5.2 percent
of earnings up to $9,000 which will be effective January 1971,

{ Food assistance is based on present estimates that the food stamp
program will replace the surplus commodity program in virtually all areas
within the 1st year of operation of family assistance. Food stamp bonus is
the ditference between the coupon allofment ($1,272) and the purchase
price (31.8 percent of gross income less $240).

8 The assumption here is that the family health insurance program would
replace the present medicaid program for families with a health insurance
policy having a $500 premium value. This policy value includes no supple-
menfation 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 per-

cent of gross income to $1,600, 5 percent of that amount of gross income
between $1,600 and 53,060, 10 percent from $3,000 to $4,500 and 256
percent of gross income from $4,500 to $5,620. Full participation is assumed.
¢ The housing bonus_is calculated on the basis of the proposed 1970
Housing Act 58.3639). 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 over $3,500, 25 percent, (Itis assumed that applica-
tion of the 20 to 25 percent rent-income ratio in the private subsidy program
would, in the aggregate, cover project operating costs. In the private pro.
gram subsidy is ?imnted to principal and interest on the car;taj cost of the
project and the aggregate of all project rents must be suificient to cover
project operating expenses.) The bonus is the difference between prevailing
private rents for housing of modest standards in the 4 cities, based on the
most recent determinations for relocation assistance payments, Form HUD
6148. 1n Phoenix, the local FHA insuring office’s chief underwriter provided
prevailing rents for standard housing in blue-collar neighborhoods, plus
utility allowances, since there is no HUD-aided reiocation program. it was
assumed _that the required unit sizes were 2-bedroom units for 46)e!son
families. The private annual gross rent assumed in Phoenix is $1,500.

L9



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.

Housing

Federal bonus to

State, and X family under
Total gross social Medical Total net proposed Total net
State money security Food stamp insurance money and o1 money and
Earnings FAP benefit! supplement? income taxes 3 bonus ¢ bonus $ in-kind Housing Actt in-kind
$188 $1,788 .............. $780 $491 $3,059 $722 $3,781
8 2,508 $37 551 455 3,477 578 4,055
2,601 52 521 450 3,520 560 4,080
,960 104 407 432 3,695 488 4,183
3,460 156 248 384 3,936 388 4,324
4,000 249 76 330 4,157 270 4,427
5,000 460 ... ........ 155 4,695 20 4,715
6,000 699 ... 5301 .............. 5,301

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

! 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-
suming no surcharge. State taxes are computed on current State schedules.
Soclal 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-
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).

¢ The assumption here is that the family health insurance program would
replace the present medicaid progiam for families with a heaith 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: O
ercent 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

percentdof gross income from $4,500 to 55.626. Full participation 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 housin%, public and private, based upon tixed percentages of family
income after $300 is deducted from gross income for each child in excess
of 2.0n the 1st $3,500, families must pay 20 percent of net ircome for rent;
on the amount over $§,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-
sidy is limited to principal and interest on the capital cost of the project and
the aggregate of ail project rents must be suff.cient to cover project operating
expenses.) The bonus is the difference between prevailing private rents for
housing of modest standards in the 4 cities, based on the most recent de-
terminations for relocation assistance payments, Form J 148. In

Phoenix, the local FHA insuring office’s chief underwriter provided prevail-

|n‘g rents for standard housina in blue-cotlar neighborhoods, plus utility

allowances, since there is no HUD-aided relocation program. It was assumed
that the required unit sizes were 2-bedroom units for 4 person families.

The private annual gross rent assumed in Wilmington is $1,020.



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, 1l

Housing

Federal, bonus to
State, and family under
Total gross social Medical Total net proposed Total net
State money security  Food stamp insurance money and 1970 money and
Earnings FAP benefit! supplement? income taxes 3 bonus ¢ bonus § in-kind Housing Act? in-kind
$1,556 $3,156 . .. . ... ... $345 $414 $3,915 $1,349 $5,264
,556 3,876 297 1,201 5,498
3,969 4,336 1,178 5514
4,302 4,498 1,095 5,593
4,635 4,725 1,011 5,736
4,987 4,909 923 5,832
5,416 5,024 816 5,840
6,000 5,331 670 6,001
7,000 6,088 420 6,508
8,000 6,866 170 7,036
...... 9,000 7,631 7,631

t Family assistance benefits are $1,600 for a family of four with no other
income, based on $500 each for the first two persons, $300 each for succeed-
in? persons, Family assistance tenefits 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. o

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

¢ Foad assistance is based on present estimates that the food stamp pro-
%am will replace the surplus commodity program in virtuaily all areas within

e 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 .

5 The assumption here is that the family health insurance program would
replace the present medicaid program for families with a health insurance
policy having a $500 gremlum‘ 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 and 25
percemdof gross income from $4,500 to $5,620. Full participation 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 1s assumed that application o
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.
sidy 1s limited to principal and interest on the capital cost of the project and
the aggregate of all project rents must be sufficient to cover project operating
expensesf} The bonus is the difference between prevailing private rents for
housing of modest standards in the 4 cities, based on the most recent de-
terminations for relocation assistance payments, Form JD 6148.In
Phoenix, the local FHA insuring office’s chief underwriter provided prevaii-
ing rents for standard.housma in blue-collar neighborhoods, plus utility
aliowances, since there is no HUD-aided relocation program. it was assumed
that the required unit sizes were 2-bedroom units for 4 Serson families,
The private annual gross rent assumed in Chicago is $1,920.
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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.

Housing
Federal bonus to
State, and family under
Total gross socia Medical Total net proposed Total net
State money security  Food stamp insurance money and 970 money and
Earnings FAP benefit! supplement? income taxes™ bonus ¢ bonus ¢ in-kind Housing Act? in-kind
$O.......l $1,600 $2,156 $3,756 .............. $154 $354 $4,264 $989 $5,263
720............... 1,600 2,156 4,476 $37 ... 282 4,721 811 5,532
2,109 4,569 52 ... 263 4,780 788 5,568
1,942 4,902 104 .............. 180 4,978 705 5,683
1,775 5,235 156 .............. 96 5,175 621 5,796
1,587 5,587 237 ... 8 5,358 533 5,891
1,016 6,016 460 ... 5,556 426 5,982
459 6,459 703 . 5,756 315 6,071
.................... 7,000 971 6,029 180 6,209
8,000 1,219 ... 6,781 .............. 6,781

0L

! Family assistance benefits are $1,600 for a family of four with no other
income, based on $500 each for the first two persons, $300 each for succeed-
ir’? persons, Family assistance benefits are reduced 5 percent for earnings,
after the initial disregard of $720 for work-related expenses and a single
deduction for Federal income taxes.

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

4 Food assistance is based on present estimates that the food stamp pro-
gram will replace the surplus commodity program in virtually all areas within

he 1st year of operation of tamily assistaneg. (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).

® 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 ml?h! 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
ercent 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

percentdof gross income from $4,500 to $5,620. Full participation is

assumed.

¢ The housing bonus is calculated on the basis of the proposed 1970 Hous-
ing Act (8. 3639). That act sets a uniform system of rents for all subsidized
rental housing, public and private, based upon fixed percentages of family
income after %300 is deducted 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 a?g(egale, cover project operating costs. In the private program sub-
sidy is limited to principal and interest on the capital cost of the project and
the aggregate of ali project rents must be sufficient to cover project operating
expenses.) The bonus is the difference between prevailing private rents for
housing of modest standards in the 4 cities, based on the most recent de-
terminations for relocation assistance pa¥ments. Form HUD 6148. In

Phoenix, the local FHA insuring office's chief underwriter provided prevail-

ln? rents for standard housing in blue-collar neighborhoods, plus utility

allowances, since there is no HUD-aided relocation program. It was assumed
that the required unit sizes were 2-bedroom units for 4 Berson families.

The private annual gross rent assumed in New York is $1,680.



71

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

Secretary Ricuarvson. 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—

The CuamMan. If you have provided us with what is in Senator
Curtis’ hand, what Senator Curtis wants, he 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 CHAIRMAN. 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 Caamrman. Yes; that will be done.

Secretary RicrarpsoN. 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. Iyam 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 up 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 get the facts, that 1s all.

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

(Information follows:)

85-745 O ~ 71 - pt,1 - 6
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H., R. 1 WORK

INCENTIVES
July 20, 1971

Prepared by: .
Department of Hecalth, 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-
rotes 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 1in kind under public programs. No
reduction for the Social Security payroll tax is shown, since,
depending upon thie 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
benefits.)

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-timne to full-time work; or

° 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.
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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. TFew families can accumulate all these benefits. The
tables invite 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 remcved. 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 bealth 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 intd 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 mathematics 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 ecarnings 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
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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 mington 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. WwWhile 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 £°5"$’$’ Net ?;gc?nl'\e N

Employment Status - |Value of Commogity ¥ 1'® | TCome .., |benefits | Public housing rent
Earnings E::e%%s’l Total | AFDC |Vajye &/ nc:ér;e ge;iems Medicaid ,’2:2,':;? paid ¥

A. Families initially falling below need standard; eligible for AFDC

Required 10 work $ 0% 015 01,9965 44116 0152437 No  $2,437| § 4b6

Not required to work 0 0 0]1,996| 441 0| 2,437 |Medicaid| 2,437 456

720 Y| 720|1,996| 441 0| 3 157 |program | 3,157 456

Work part-time at $2.00 per bour | 2,000 & 2,000 1,598 | 441 014,039 4,039 528
3000| 250| 3250|1164 441 0] 4,855 4, 855 636

Works full-time at $200perhour| 4,000 |  500| 4,500, 731| 441 14| 5,658 5, 658 732
5000/ 1,000| 6,000 298| 441 178 | 6,561 6, 561 840
6,0001 1,600| 7600/ 0l 0| 369| 7231 1231 960
70007} 2,300 9,300 0 0| 577| 8723 8,723 1,140
8,000/ 3, 200] 11,200 0 0| 774110426 10,426 b/j

B. Families above need standard; ineligible for AFDC
4,000 500/ 4500 ----= | ----- 14| 4,486 |No 4 486 ’
5,000/ 1,000 6,000 ~-=-- | =~--- 1781 5,822 |Medicaid | 5,822 988
6,000| 1,620( 7,600 ----- ---=- 369| 7, 231 |program | 7 231 960
7,000} 2,300] 9,300 -~~--|----~- 5771 8,723 8,723 1140
8,000/ 3 200111,200] -----] - ---~- 174110, 426 10, 426 ¥

*0nly 7% of all AFDC recipients nation-wide living in public housing §/



Benefits Available Under Current Law to a Female-
Headed family of Four in Wilmington, Delaware

_Job relafad ben

efits

Total

T"Public housing rent

Federal | Net |
: Medicaid | income & paid¥
Employment Status Eirnlngslyzlf”e“ Total | AFDC ml;;v ﬁ‘csof:‘:e lannv.:;;me E;ﬂl ?:x’gr: |
] its 1/ taxes | benefits Medundql
A. Families_mitially falling below need standard; eligible for AFDC
Required towork [$ 0[$ 0]$  0[¢$2006]5 6615 0]32727]% 460 $3.187{ $ 266
Not required to work 0 0 0f 2066| 661 0| 27271 460 3187 266
720 g 720| 2066| 66! 0! 3447\ 460| 3,907 437
Works part-time at $2.00 | 2000 8| 2000| 1482| 66! 0] 4143 460 4,003 602
per hour 3000, 250| 3250, 815, 66l 814718 460; 5178, 681
Works full-time at. $200 | 400C| 500| 45001 148, 661| 25| 5284| 460 5744 754
per hour 50001 1,000/ 6000 0 0/ 187| 5813 0| 5813 963
6,000] 1600} 7,600 0 0] 376 7224 0| 7224 /4
B. Families above need standard; ineligible for AFDC 2/
40001 500 4,500 -----|----- 25| 4475 INo medi-| 4475 72
50001 1,000, 6,000f -----|----- 18715813 [cally | 5813 96%
6000/ 1,600| 7,600\ -----|----- 376 7.224 |needy | 7,224 /4
program

Xonly 7% of all AFDC recipients nationwide living in public housing &/




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

Job related benefits Federal | Net Total ] )
Value of Food |6 State |income - ;Q“’?%s Public_housing rent
Employment Status Earnings fringe | Total | AFDC |Stamp  lincome |and _ Medicaid | o1 | paid ¥
benefit: Bonus ¥|taxes |benefits | &/ m"j‘ic:"%

A. Families initially falling below need standard; eligible for AFDC

Required to work $ 0% 0!8 0(%3384|5 408)3 $37921% 910i%4,702 $ 840
Not required to work 0 0 3384 408 3792 910/ 4,702 840

0

0 0
720 Y, 720 3384 312 0 4416 910] 5 326 840
Works part-time at $2.00per how! 2,000 | 2000| 2,890! 288 0f 5178 910| 6,088 840
3000] 250 3250| 2,224, 288 0| 5762] 90| 6,672 840
Works full-time at $200per hour| 40001  500° 4500/ 1, 0| 6345/ 910! 7255 840
50001 1,000, 6000/ 890| 288 164/ 7014| 910/ 7924 840

6000| 1,600° 7600\ 224, 288 -349| 7763| 910| 8673 840
70001 2,300; 9300 0 0f 545 8755 0] 8755 Y
8000| 3200(1i,200 0 0 723|10477 0[10477 y
9000{ 3600]12,600 0 0] 908] 11,692 0] 11,692
|B. Families above need standard; ineliqible for AFDC 2/

4,000 500| 4500 -~--=| ----- 0| 4,500

50001 1,000] 6000| -----| ~---- 164 ?)836 zgggg %gg
6000| 1600 7600| -----| ----- 349| 7251 ¢ 7251 840
7000| 2300\ 9300| -----| ----- 545/ 8,755 & 8,755 Y
8000| 3200 11,200f =--=-~| ----- 723110477 10,477 7
90001 3800] 12,600{ ----~ e 908| 11,692 11,692 b/

¥ Only 7% of ali AFDC recipients nation-wide living in public housing &/



Benefits Available Under Current Law to a Femalz -
Headed Family of Four in New York, New York

[ Job related benefifs | ’F J le ! | et 1;"’::';5 Public housi '
Value of 00 ederal | Ne .| incom ublic housing ren
Employment Status Earnings fringe | Total AFDC |Stamp |€ State |income |Medicaid ibeneﬁ‘fs paid X
benemsJ’ Bonus ;’r;cxoerze g::efifs v '::clil:g:l?
A, Families initially falling below need standard; elnqrble for AFDC . ]
Re?ulredfo wrk 18 0[8 0 0$3756[¢ 312+ 0[+4068]¢ 810549381 51,020
Not required to work 0 0 0| 3756 312 0| 4068 870| 4,938 1,020
120 & T710) 3756 188 0| 4,764 870| 5634 1,020
Work part-time ai $700per hour| 2,000 8/ 2000| 3472 188 0] 5760| 870! 6,630 1020
30001 250 3250( 2,806 188 9/ 6335 870 7205 10120
Work full-time at $200perbour 4,000| 500/ 4500, 2,139| 288 34| 6,893 870 7763 1,020
5000 1000/ 6000/ 1/472| 288/ 204 7,556 870! 8426 1,020
6,000/ 1600, 7600/ 806, 788] 399 8295 870/ 9165 1,020
70001 2300( 9300 139/ 288 610| 9117 870 9987 1,020
8,000| 3200/ 11,200 0 0| 808/ 10,392 6/ & 9260
1 9000] 3600| 17600] 0| 0| 1018|1562 & ¢/] )
| B Families above need sfandard ineligible for AFDC ’2”./_7_‘_ L - B 7
5000] 1,000] 6000]-----]---== 204| 579%] " 6/[579 & B
6,000/ 1600| 7600 -----|----- 399 7,201T & | 7201 &/ 3%8
7,000 2,300 9300/ -----|-----| 10| 8690 6/ | 8690 960
8000/ 3200/ 11200 ----- ----=1 808{10,392 6/ (10,392 960
9000] 3600] 12,600] -----| -~--- 1,018]11,587 §/ 11,582% b

¥only 7% of all AFDC recipients nationwide living in public hoysing &/

82
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Footnotes for Charts 1-4

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

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 thet their total incomes may be below the
AFDC breakeven level for women already receiving welfare, 1If 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,

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.

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

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

PhoenixX....oe0vvecvsvesssass $1,560
Wilmington...ovseeoenss veees 1,020
Chicago....vvvvvvvesnesesass 1,920
New York City..vevevveveesss 1,680

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 1limits 'spend-down" provisions apply, and
the value of such coverage depends upon actual illness and medical
expenses incurred by the family.

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

Fringe benefits are generally negligible for part time work. Hence,
no benefits are shown for this earnings level,



BENEFITS POTENTIALLY AVAILABLE UNDER HR.1T0 A FEMALE-HEADED FAMILY OF FOUR IN
PHOENIX, ARIZONA

JOB-RELATED BENEFS | CASH ASSAQ{A‘!CE UNDER AFNEl?g%\\TLE mrgga  lvencan }%’&L'ISG
WORK STATUS VALUE oS ] RE
EARNINGS FB%%FEITJS TOTAL EE?{%RF?TLS su%%fm ﬁrmm w(gg &%“%F\TS BENEFITS PA|%T*
REQUIRED TO REGISTER FOR
WORK $0 | $0 | SO [$1600| 6248 |S$1848| S0 |$1848] S0 & | 154
NOT REQUIRED TO REGISTER | O 0 O (2400 372 (2172 O | 212 O 320
FOR WORK 770 | ¥ | 720 |2400| 3712|2112 O | 3492 O 450
WORKS PART-TIME AT $2 2000 & |2000(1546 ( 372 (1918 | O [3918| O 571
PER HOUR 3000 | 260 | 3260| 879 | 312 | 1251 O 4801 | O 681
WORKS FULL-TIME AT $2 4000 { 500 | 4. U5 | 312 | 885 | 14 | 50T
PER HOUR 5000 | 1000 6.8% 0] 0 o) 18 | 6872 8 %g

¥ONLY 7% OF ALL AFDC RECIPIENTS NATION-WIDE LIVING IN PUBLIC HOUSING




BENEFITS POTENTIALLY AVAILABLE UNDER H.R. 1 TO A FEMALE-HEADED FAMILY OF FOUR IN
WILMINGTON, DELAWARE

JOB-RELATED BENEFITS | CASH ASSISTANCE UNDER | FEDERAL| NET PUBLIC
WORK VALUE 0 H.R.{ AND STATE| INCO MEDICAID [HOUSING
STATUS EARNINGS|FRINGEY| TOTAL | FEDERAL| STATEY/ TOTAL INCOME | AND NEFITS| RENT
BENEFITS ENEFIT [SUPPLEME TAXES |BENEFTS PAID*
REQUIRED TO REGISTER c
FOR WORK Oj¢ 0% 041,600($ 144 [$1,744(¢ 0¢1,744 [8460%)¢ 135
NOT REQUIRED TO 0l ., 0| _ 0[2400 216 |2616 0| 2616 460 | 292
REGISTER FOR WORK 720| & 720 | 2,400, 216 |2:616 0|3316]460 | 419
WORKS PART-TIME AT 20001 & 12000 1,546| 216 | 1762 03762 460
$2 PER HOUR 3000| 250(3250| 879| 216 | {095 8| 4,337 4 &/ ggg
WORKS FULL-TIME AT 4.000| 500145001 213| 216 | 429| 25]4 &/
$2 PER HOUR 5.000|1,000(6,000] 0| "0 0] 187 3,3% &/ %%

* ONLY 70 OF ALL AFDC RECIPIENTS NATIONWIDE LIVING IN PUBLIC HOUSING

18



BENEFITS POTENTIALLY AVAILABLE UNDER HR.1TO A FEMALE-HEADED FAMILY OF FOUR IN
CHICAGO, ILLINOIS

JOB-RELATED BENEFITS | CASH ASSISTANCE UNDER | FEDERAL| NET PUBLIC

WORK STATUS VALUE OF H.R AND gTAETE m%o;ge/ Bm&(gg#rs) uo#gmc
! y INCOM

EARNINGS S'é‘.f‘é‘.é TOTAL FE?‘E?,‘% SWE 1l TOTAL | 7axES |BENEFITS PAID¥

REQUIRED T0 REGISTER
F%R WORK $§ ot § 01,6008 928[82,528]¢ 0 |s2508Y]4 91049 276

0 0

NOT REQUIRED TO REGISTER 0 0 0| 2400/ 1,392 3,792 0]3792| 910| 504
FOR WORK 720 8/l 720 2400] 1,392 3,792 014512 910| 624
WORKS PART-TIME AT $2 {2000 8/12000| 1,546| 1.392| 2,938 0{4938| 90| 711
PER HOUR 3000| 250/3250| 879| 1,392 2.2T1 056521 910| 729
0{6.105 832

WORKS FULL-TIME AT $2  [4000| 500{4.500( 213| 1,392| 1,605 &

PER HOUR 5000/ 1.000/6.000 Q| 938 938 1646774 S| 891
60001 1.600{ 7600 O 2711 271 349{ 7522 &) 962
7000(2,300(9.300 0 0 0| 545(8755 &11,084

®ONLY 7% OF ALL AFDC RECIPIENTS NATIONWIDE LIVING IN PUBLIC HOUSING

é8



BENEFITS POTENTIALLY AVAILABLE UNDER HR.1 70 A FEMALE-HEADED FAMILY OF FOUR IN
NEW YORK. NEW YORK

JOB-RELATED BENEFITS |CASH ASS\ST’QN'CE UNDER AFrEgFé%G'E IN%(%IA £ |menican &%’fr‘«ce
WORK STATUS VALUE OF AT INCOME | AND 3 |BENEFITS| RENT
EARNINGS E’é‘ﬁ'ggé TOTAL %%%%’éﬁ%ﬁlé[&ﬂ TOTAL | TAXES |BENEFITS PAID *

REQUIRED>TO REGISTER FOR
WORK $O[ $0| $0/51,600[51,296 [52896| $0 [528964|58705($ 343
NOT REQUIRED TO REGISTER 0 0 0]2400] 1944 | 4,344 014344 | 870 604
FOR WORK 720 &| 7201|2400 1,944 | 4,344 015064 | 870 | 734
WORKS PART-TIME AT $2 2,000 812,000 1,546] 1,944 1 3,490 015490 | 870 811
PER HOUR 3000 250(3250| 879| 1,9442,823 916064 | 870 | 811
WORKS FULL-TIME AT $2 14000 | 500(4500] 213]1,944(2,157] 346623 ]| 870 | 93|
PER HOUR 5,000 | 1,000[6,000 0 1,49011,490| 204 {7286 & | 99
6,000 { 1,600 7,600 0| 823 823 3998024 & (1,652
7000(2300(9300 0] 156! 156| 6108846 £ 1,112
8,000 320041,200 0 0 0| 808100,392 £ 11,444

*ONLY 7% OF ALL AFDC RECIPIENTS NATIONWIDE LIVING IN PUBLIC HOUSING

€8
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Footnotes for Charts 5.8

v
Y

74

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.

All tables assume that no surplus commodities will be available
to these families. The food stamp cashout provision of B.R. 1
would also sarve f0 cash out commodities, since no county canr
have both a food stamp and a commndity program.

This payment amount reflects ihe situation that would result if
a recipient required to register for work refuses a jol.. 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.

Section 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 ths not susceptible to being
shown in this format.

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 3300
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 . . . . « . . 51,560
Wilmington. . . . . . 1,020
Chicago.. . . . . . . 1,820
New York City . . . . 1,680

Fringe benefits are generally negli?ible for part-time work.
Hence, no benefits are shown for this earnings level.
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NuMmBer oF Persons EricisLe 1orR WELFARE BENEFITS

Senator Curtis. 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 1t reach fewer people?

Secretary Ricmarpson. The principal reason for that, Senator, is
that there has been an updating of the population studies on which the
projections are based and th.ere has been taken into account in the in-
terval the effect of income increases in determining eligibility. This
results in a 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 H.R. 1 COMPARED
Wit Prosecrions UnpeEr H.R. 16311, (91st CONGRESS)

If the projections for persons eligible for benefits to families under H.R. 1 are
compared for a commeon 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 (31ST CONG.), FISCAL YEAR 1973

{ln millions}
Persons in families eligible for—
Federal
Commilttee Federal or State
Bill print benefits benefits
HoR L e July 1971 .. ... 19.4 20.6
H.R. 16311 (June revision)_ . ... . .. ooiiioo... June1970.. .. ... 18,2 20.8
H.R. 16311 iodober PRVISION). ... i November 1970__ . 18,2 20.8

As the table shows, persons eligible for Federal benefits to familics under H.R.
1 in 1973 exceed the corresponding estimates for last year’s bill vy 1.2 million
people. While this increase may not seem large if one compares the payment levels
under the two bills ($2,400 for a family of four, as compared with $1,600 last
year), there are three major differences in the two bills which serve to make the
size of the populations covered by the proposed Federal family programs similar.
These different provisions are:

(1) 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,
thie breakeven incomes under H.R. 16311 ;

(2) a different marginal benefit schedule which increases by only $200 for
the eighth family member and does not increase at all for additional mem-
bers—Ilast year’s schedule increased by $300 for the third family member
and every additiecnal member thereafter without limit;

(3) a 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 under the two bills are as follows :

Annual breakeven incomes
for Federal benefits

Family size H.R. 16311 H.R. 11
$2,720 $2,940
,320 )
3,920 4,140
, 520 ,
5,120 5,190
5,720 )
6,320 5,940
6,920 5,940
7,520 5,940

1 Each breakeven point has been reduced by $180 to allow for the exicusion of payments less than $120 (810 per month)

The projected eligibles for Federal or State benefits include persons not eligible
for Federal 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 depend primarily on State breakeven pointx,
which are in turn determined by State AFDC payment levels. The AFDC pay-
ment levels used to make the two estimates are quite similar, if not identical,
for most States. The estimated “Federal or State” total also depends somewhat
on the State’ss own estimates of future AFDC caseloads and on the factors used
to project those caseloads into later years.

Comparisons of caseloads for specific States is more difficult, because all of
the estimates printed last year were for fiscal year 1971, whereas the 1LR. 1
estimates are on a fiscal year 1973 basis. The 1971 figures are generally higher,
since by 1973 expected increases in income would have reduced the working poor
eligibles. The following data make this comparison for the State of Georgia:

Persons in

families

eII%ible for

Bill ear enefits
1973 730, 200

1971 869, 000

11973 1750, 000

1 Projected based on national projections used in analyzing last year's bill.

When compared for a common year (1978), the estimated eligibles under the
two bills are quite comparable, Of course, different estimates for the States can
be expected to vary more than the national aggregates for two reasons:

(1) the State estimates are very sensitive to State AFDC projectiors, and
these projections can change considerably as State expectations change ;

(2) the distribution of the working poor population by State is necessarily
rough, 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 sample
size too small to yield very detailed results.

Senator Currrs. 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 Rrciiarnson. Well, 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.
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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. ‘I'he maximum on family size has the
consequences of establishing a lower breakeven for large families,

For example, in the case of H.R. 16311, the break even for a family
of 10 Woultf 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 updating of projections conse-
quent upon income shifts in the meanwhile, and the maximum on
fanily 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 you 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 Rrcmarpson. Well, if you were to stop tEere, 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 up 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 Curris. And in this bill, you are not going to share any of
the costs of what States pay as a supplement ?

Secretary Ricmarpson. 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
only that they not undercut the work incentive provisions in the Fed-
eral program.

Comprarison oF Cost oF Last YEar's aND Tuis YEar’s WELFARE
Prorosars

Senator Curris. Now, in your statement,* you had a comparison of
current law with HLR. 1. T notice therc that you compared the esti-
mated 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. %‘he top line indicates that the costs are all

rojected for fiscal 1973. The July 1971 date simply means H.R. 16311.
3ut all the costs in the case of the current law, are projected in accord-

*See table, p. 38.

65-746 O - 71 - pt.1 -7
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ance with the two alternative rates of growth; in the case of H.R.
16311 and HLR. 1, the methodology of projection was stated in commit-
tee prints last year and has been used again this year with only the mod-
ification resulting from the fact that we now have more adequate cen-
sus data.

Errecrive Date or WeLFArRe Prorosars

Senator Curris. Well, if H.R. 1 were to be enacted this calendar
year, when would it go into effect ?

Secretary Ricrarpson. It would go into effect depending on the
groups covered

Senator Curtis. I mean the family assistance plan.

Secretary Ricrarbson (continuing). At different 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 Ricuarbson. 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.

DeserTioNn BY WoRrkING FATHERS IN ORDER FOR THEIR FAMILIES TO
RECEIVE ASSISTANCE

In your statement you referred to working fathers deserting. I
would like to have you place in the record any statistics that you have
on working fathers deserting in order to get their families on assistance.

Secretary Ricuarpson. 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 1nserted at that point.

Senator Curiis. Surely.*

(Additional material supplied by the Department follows:)

DEsSERTION IN AFDC FAMILIES

Table 1 confirms the fact that desertion has become an increasingly serious
problem 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 parenthood. 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
arises as to whether AFDC is a cause than a consequence of desertion.

Certain authorities have made a theoretical case for a casual relationship.
Daniel P. Moynihan writes, for example : .

“k % % the poor of the United States today enjoy a quite unprecedented free-
dom to abandon their children in the certain knowledge that society will care for
them, and what is more, in a State such as New York, to care for them by quite
decent standards * * * Now, a working-class or middle-class American who
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 income to supporting
them. Normally speaking, society gives him nothing, The fathers of ATDC fam-
ilies, however, simply disappear. Only a person invineibly prejudiced on behalf
of the poor would deny that there are attractions in such freedom of movement.”
There are also several analyses which have attempted to document the rela-
tionship. A recent dissertation by Marjorie Hanson Honig at Columbia University
used econometric technigues based on cross-section data of the AFDC program
in 1950 and 1960 in large cities to state, among other conclusions, that increased
welfare benefits created “welfare ioduced desertions of males” in both black
and white families. Evidence documenting a casual relationship, however, is
scanty. While cases opened as a result of desertion in (alifornia dacreased by
2.7 percent between 1067 and 1969 after institution of the unemployed fathers
program, desertion continued to increase in New York over the same period.
While evidence to establish that the flawed ATDC structure in fact causes de-
sertion is tenuous, it is, on its face, bad public poliey to provide financial incen-
tives for a father to desert his family, and thus to reward dependency-creating
behavior, (Coverage of the working poor, and the move toward treating male and
female headed families equally, i a strong first step to correcting the inequity.

BEST COPY AVAILABLE
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TABLE 1

NUMBER OF CHILDREN RECEIVING AID TO FAMILIES WITH DEPENDENT
CHILOREN MONEY PAYMENTS BY STATUS OF FATHER, ‘
JUNE OF SELECTED YEARS, 1940 TO DATE

MILLIONS OF CHILOREN
828
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TABLE 2—AFDC FAMILIES BY STATUS OF FATHER, 1969

Status . Number Percent
" Absent from the home:
Divorced............ovvvvvvnnnnn, .o 223,600 13.7
Legally separated................... , 2.8
Separated without court decree..... 177,500 109
Deserted................covviviinns 258,900 15.
Not married to mother.............. 454,800 27.3
A PPISON . . oot 42,100 2.6
Absent for another reason.......... 26,700 1.6
Subtotal................. e 1,228,800 75.4
Other status:
Staepfathercase..................... 30,400 19
Children not deprived of suRport or
care of father, but of mother...... 14,400 9
Notreported...............covvvvvevnnes 200 ®

¥ Less than 0.05.

TABLE '3 —AFDC FAMILIES 1!39Y69WHEREABOUTS OF FATHER,

e e 4 S et s e @ 8

Percent

Wherea'bo;’ls‘ T Number
Total. ..o 1,630,400 100.0
inthehome............ccovvvvvnnen, . 297,500 18.2
In an institution:
Mental institution................... 6,900 4
Other medical institution........... 6,200 4
Prison or reformatory............... 53,500 33
Other institution. ................... 1,300 1
Not l?d;he ?ome or an institution; he is
residing in:
Same county...........ooviiciiiin, 311,300 19.1
Bigereng aﬁ?ty: sgn‘ue ‘\é't'.ateu. ed 86,200 5.3
i e and in the Un
A"sé't‘:e';. e it . 12100 79
Oraign Country. ......oovvveuierneis \ .
Whereabogts unkngm .................. 630,600 38.7
Inapplicable (father deceased).......... 90,800 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 LEFT HOME, 1969

[ YSIRYN

Time Number Percent
TOAl. oo eeeieeeeeeeeeeeiiena 1,630,400 ............
Absent because of divorce, separation, "
ordesertion................ooeviinn. 705,200 100.0
Thisyear.............cccovvivinnnns 39,800 5.6
lyearago ................ocovvenen. 124,900 172.7
2Yearsago ....o.iiiiiiiiieiiiiiii, 94,000 13.3
3yearsago.........ooeiiiiiieiiiii, 76,200 10.8
Ayearsago ..., 54,300 7.7
Byearsago ................oiiiin. 50,400 7.1
T B YeArSAgo ... 39,900 5.7
7Yearsago ..o 34,500 49
.8yearsago ... 29,900 4.2
Qyearsago ...............oiiiiniins 24,900 3.5
YeArS Ag00 ... .t 20,800 29
1lyearsago ... .................. 18,700 2.7
12 yearsago .. .... U 14,800 2.1
3yearsago ...l 13,000 19
M ycarsago . .. .................. 10,300 15
15 years ago . e 8,000 1.1
16 yearsago ......... e 5,100 ¥4
17 yearsago.. .............. P 7,000 + 1.0
18 years ago e e 2,700 .
19yearsago. ... ................. : 1,700
20yearsago. .. ... ..., ' 400
Unknown . B 33,900 4
Not absent because of divorce, sepa-
ration, or desertion ................... 925,000 ............
Unknown.... ... ... ....... ........... 200 ............

BEST COPY AVAILABLE
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The CuairmAN. Senator Miller ?

Senator M1LLer. 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 Families,” be inserted in the record at this point.

The CuairMaN. 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)

Fodeu"{ aided welfare Parsons eligible for welfsre
Civillan reciplents, current law, benefits under H.R. 1,
resident fiscal year 1973 fiscal year 1973
T 1973 Number Percent Number Percent
Alabama 3,449.5 408.2 11.8 761.9 22,1
Alaska. ..\ 353.7 16.4 4.6 253 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
1T 2T [« P 2,529.9 146.2 5.8 190.6 7.5
Connecticut 3,353.4 141.5 4.2 200.2 6.0
............ 6219 36.1 58 58.5 9.4
734.3 101.7 13.8 1449 19.7
.............. 8,195.3 449.9 5.0 917.6 11.2
4,914.6 4865.1 9.9 961.0 19.6
840.7 438 5.2 63.0 7.5
720.8 30.6 4.2 52.4 7.3
11,643.9 639.5 5.5 959.4 8.2
5,503.8 168.1 3.1 355.4 6.5
2,813.0 116.2 4.1 24).7 8.6
2,252.8 104.0 4.6 234.1 10.4
3,247.4 259.8 8.0 621.0 19.1
3,792.5 473.3 125 823.7 21,7
982.7 91.9 9.4 131.0 13.3
aryland..... N 4,520.4 212.5 4.8 388.5 8.6
Massachusetts. ... 5,990.7 417.5 7.0 536,3 9.0
ichigan.......... . 9,504.7 5617.5 5.4 841.7 8.9
innesota,........ccovviiinns 4,034.5 159.5 4,0 346.1 8.6
Mississippl............. 2,145.4 269.4 126 626.3 29.2
Missouri. .. 4,851.4 3323 6.8 556.5 115
687.3 26.0 3.8 51.8 7.5
1,508.4 57,5 38 124.3 8.2
Nevada . 692.1 23.1 3.3 378 5.5
New Hampshire............... Crrreeenas 815.5 309 38 49,1 6.0
New Jersey................... PP 7,900.4 517.6 6.6 603.3 7.6
New Mexico.. . 1,032.5 100.1 9.7 144.1 14.0
New York. ... 18,929.5 1,550.0 8.0 2,067.2 109
North Carolin 5,273.2 248.2 4.7 821.6 15.6
North Dakota. . 597.6 20.4 34 58.4 9.8
[0 1 N . 11,160.3 523.7 4.7 928.7 8.3
Oklahoma........ e e 2,62 218.6 8.3 400.7 153
Oregon.......ccvivveriiirinieniiinneisiins 2,282.2 138.1 6.1 203.5 9.0
Pennsylvania..........cc.coieiviiiiininnns 11,918.3 880.2 7.4 1,267.5 10.6
Rhodelsland.................oooviinnnnnns 968.5 68.2 7.0 103.4 10.7
South Carolina.............oovovivnnnnnns 2,624.8 1423 5.4 466.8 17.8
South Dakota..........c.oooviiiinnnnnninns 641.1 32.4 5.1 76.8 12.0
TONNESS@O. ... ..vvvvvvieeriereiiranneeinnes 4,038.0 358.1 89 830.4 20.6
@XaS..........0ns . 12,098.1 771.6 6.4 1,571.3 13.0
Utah.............. 1,1799 57.6 A9 95.3 8.1
Vermont. .. 4743 25.1 5.3 44.8 9.4
Virginia. ... 4,988.7 1854 3.7 566.5 114
Washington. . . 3,748.0 217.2 5.8 276.8 7.4
West Virginia......... P 1,600.6 128.1 8.0 326.8 204
Wisconsin...........oeeveenns e 4,678.6 138.2 30 311.7 6.7
Wyoming........... [ veieen veee 327.5 13.7 4.2 23.3 7.1
uam...... . 104.0 2.8 2.7 3.5 3.4
Puerto Rico. . 2,953.7 339.1 115 995.8 33.7
Virgin Islands 100.9 2.6 2.6 3.9 39
Total,.ooovviiriiiiiiiiiiieieas 220,106.1 15,025.1 6.8 25,503.3 11.6

'
i
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Senator MirLer. Mr. Secretary, I am referring to this table—I do
not believe you have it before you. ) o

The CuairmAN. If you will hold on a minute, I will provide him
with a copy of it.

What page are you looking at?

Senator MiLLEr. Page 26.

Numper or PersoNs Ericisne ror WELFARE Unper H.R. 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 1978 with respect to welfare eligibility. I note, for example, that
in the case of the State of Alabama, 11.8 percent of the population of
that State would be recipients under present law, whereas under IT.R.
1, 22.1 percent would be eligible for benefits. The 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, an 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, the percentage would go from 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, an 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, an increase from 142,300 to 466,800. In the case
of Tennessee, the percentage would climb from 8.9 percent to 20.6 per-
cent, an increase from 858,100 to 830,400.

In the case of West Virginia, the percentage would climb from 8.0
Eercent to 20.4 percent, an increase from 128,100 to 326,800. And

nally, 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, Mr. Secretary, 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 woulé) enable this dramatic increase in per-
centage 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 an improvement. And I asked what was the alterna-
tive that had been developed to do this and the answer was that you
had not changed anything in the hill, but your estimators had guessed
that there would not be as many people who would actually receive
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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, 1 asked 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 a relatively unsophisticated method of changing
the benefits based upon cost-ofﬁiving differentials as to whether or
not a welfare family would be in a metropolitan area or in a non-
metropolitan area, the figures would be reduced somewhat and the
savings would be in the neighborhood of a billion dollars.

Now, I must tell you again that I think that if I detect the feelings
of most of the members on this committee, this is one of the major
hangups that H.R. 1 is going to have in the IFinance Committee. It is
a hangup not only with respect to the taxpayers of the country, but
itis a hungug with respect to the individuals within a State where we
have such a dramatic increase. In fact, & comment from a very high
official from Puerto Rico early this year was that “we do not want
any part of this, because if you put 33.7 percent of the people in
Puerto Rico in a category of being eligible for welfare, it will ruin
tho character of our people.” :

RecionaL Cost-or-LiaiviNg DIFFERENTIALS

Now, as you know, I have been advocating that regional cost-of-
livin% differentials be cranked into this. I cannot for the life of me
justify paying a 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. T think it is inequitable. And I think that we need
to_do something about this problem 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-
ing 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 hefore, I favor the concept of doing something to help the work-
ing poor and I know that that is where a 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 percent in several other States, almost
a third of the people in some of the others, from being in the cate-
gory of being eligible for welfare assistance.

If you have a comment, I would appreciate it.

Secretary Ricnarnson. I thank you very much, Senator Miller. 1
have several comments.

One, the Department of HEW has, as you know, worked with you
in an effort to deal with the problem. It is an inherently difficult one,
because the primary contributor to the increased numbers that you
read into the record is the result of the judgment that the integrity
of the 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 from
coverage those who would receive very small or relatively small
amounts supplementing their income. One change I should have pointed
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out to Senator Curtis that also contributes to the reduction in num-
bers from the coverage of last year to this year is that the bill ex-
cludes families whose benefits would amount to $10 a month or less.
This 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 penny.
Now, you could reduce the number further by increasing the amount
that would be disregarded, of course, but this would create a notch.

Then the point we emphasize again this year is that differentials in
the cost of living would be met to a very large extent by the expecta-
tion that the States will continue to supplement the basic benefits.

If the only benefit were $2,400 in New York and $2,400 in the Deep
South, then there would be a 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
MlssiSSIpKi the $2,400 would be the total amount received by a family
of four where no one was working.

So there is the opportunity to reflect differentials in the cost of living
in the supplement. .

Senator MirrLer, Could I make a comment at that point ?

We went into this last year and on analysis, for example, in the
case of New York State, I found that the only refinement that the
State of New 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 the State.

Now, T 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 T do not know of any other State—there
may be one or two—that makes some differential between the metro-
politan area and the nonmetropolitan area, that the States are doing
a job on 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-

histichited job of analyzing differences in cost of living within a
State as between a metropolitan area, a smaller metropolitan area,
a rural area, or within a 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 can provide the uniform aid necessary to achieve equity in this
respect.

This 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 standpoint of equity alone.

Secretary Rrcuarpson. I appreciate the force of the point you
make, Senator, but there remains, as we have discussed with you in
the past, the inherent problems arising from the limitations of exist-
ing data. We have been into this with the Bureau of Labor Statistics,
and the problem is in part that there do not exist at 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
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cost of living. It is a problem in large part of differences in expecta-
tlons or standard of living. It has been pointed out that the cost of
living, for example, in Puerto Rico is at least as high as it is in the
continental United States although the data are inadequate. Some
have argued that it is higher.

Yet cven to peg the benefit levels in Puerto Rico as they would be
in this bill——

Senator MirLer. 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 Juan it is very, very low, and anybody who has
traveled around the island, as I have, knows this.

So T think there again, to be fair within the confines of Puerto
Rico, you would have to make a differentiation between San Juan
and environs and outside of San Juan. You might even have to make
a further differentiation between one or two other cities like Ponce
and the rural areas, most of which are very small villages and rural
areas. :

Secretary Ricmarpson. 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 some benefits in Puerto Rico by providing that the benefit
level in Puerto Rico would bear the same ratio to per capita income
as the $2,400 does to per capita income in the lowest income State in
the continental United States.

One could adjust it either way. It has been urged by others, in-
cluding Senator Ribicoff, that the benefit level for Puerto Rico be
very substantially increased.

In any event. the problem is, taking the illustration you have used
as between Ponce and rural areas of Puerto Rico, how you derive
adequate measures of assistance. We have said to you in the past and
we would again, that we would be glad to undertake the development
of such yardsticks and to accept as part of the legislation itself a
mandate to do this.

Senator Mirrer. T have no further questions.

Senator Bexxgrr. Mr. Chairman, may T have a question at this
point ?

The Crairaan. Yes.

Senator Bexzerr, Ts there in existence in any other agency of the
Government—the Bureau of Labor Statistics or any agency—a chart
which now shows the Federal concept of differences in cost of living by
regions or by arcas, by marketing areas, or anything else?

Is there something now in existence that we could have to look at?

Secretary Ricirarpson. We would be glad to provide what there is.
It is not cut as fine as Senator Miller would like to have it for purposes
of his proposal to differentiate benefit levels.*

The cost-of-living index does not show variations in cost-of-living
levels as between urban and rural areas in different parts of the coun-
try. no matter how measured, as wide as the present variance in bene-
fit levels. The variance now is three and a half to one between the high-
and the low-benefit level States. It would be narrowed by the establish-
ment of the $2,400 minimum. But if you rely on the cost-of-living

*See appendix A, pp. 327-339.
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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 are going to
have to raise the lower end of the scale closer to the higher end. The
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 per year, and increases the number of eligible
families by 800,000, The cost of such increases in general gets pro-
gressively higher; that is, each additional $100 in the basic benefit costs
more than the preceding one. The reason for this effect is quite simple:
there arec 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 proposals
to increase benefits. The result is the one vou see reflected 1n H.R: 1
which provides a basic minimum level but contemplates supplementa-
tion in the higher income States.

Senator MiLLer. Would the Senator yield at that point ?

Senator BennErT. That is the answer to my question. I yield.

Senator Mirrer. I think I can add to the answer. Last year, I did
go down to the Bureau of Labor Statistics and obtain this sﬁeet, 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-living differentials around the country. It is rather extensive,
It does not go into the sophistication that I think it can go into and
which T hope ultimately they will go into, but it does f)rovide 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 on this point to make it
even more equitable, and it is that kind of information I have in mind,
Senator Bennett, that shoula be made a part of this legislation.

Senator BenNnETT. We shall have the IS)ecretary of Labor here and
maybe we could ask him.

Secretary Rrciiarpson. We have analyzed the same tables. T might
just add as further illustration of the problems that are involved here
that the magnitude of cost differences among cven closely situated
areas or cities can be greater than the cost differences between regions.

For example, the differential between New York and Philadcﬁphia
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 highest 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 singie city area such as Atlanta, for ex-
ample, central city, noncentral city, suburban, and rural nonfarm, and
S0 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 on Ways and
Means came out with the conclusion that the State supplementation
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could be relied upon as an admittedly crude but nonetheless relatively
effective means of building upon a basic uniform Federal benefit.
The CrAIRMAN. Senator Ribicoff ¢
Senator Rieicorr. Thank you, Mr. Chairman.

WeLrare Fraup

; Mg?Secretary, what is the latest available HEW data on welfare
rau

Secretary Riouarpson. 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
on the part of the State or local personnel administering the Fro§ram.

This proved to be true, for example, in Nevada where headlines
proclaimed that 22 percent 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-
ing 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 Risicorr. Put it in the record. Can you give us the overall
conclusion ? You must have a figure there in that table.

Secretary Riciarpson. It says in paragraph 2, the first page—vell,
I shall begin at the beginning. It says total of 83,900 cases identified
by State public assistance agencies involving the question of 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
cases, or 14 percent below the number reported 5 years ago in 1966,

Paragraph 2 says the cases identified and disposed of in 1970 rep-
resents 0.7 of 1 percent of the average monthly caseload for all the
federally aided maintenance assistance programs combined, 0.2—-—

Senator Risrcorr. Would you please put tﬁat in the record ?

Secretary Ricaarpson. Yes.

(The document referred to follows. Hearing resumes on p. 103.)

NCSS Report E~7 (Fiscal Year 1970)

REPORT ON THE DISPOSITION OF PUBLIC ASSISTANCE CASES INVOLVING QUESTIONS
oF FrauD, FiscAL YEAR 1970

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, BOCIAL AND REHABILITATION
SERVICE, PROGRAM STATISTICS AND DATA SYSTEMS, NATIONAL CENTER FOR SOCIAL
S8TATISTION

Di1sposITION OF CASES SUSPECTED OF FRAUD, FI8cAL 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
during fiscal year 1970. This number represents an increase of 200 cases, about
six-tenths (.8) of one percent over the number reported in 1969 but a decrease of
5,600 cases or 14 percent below the number reported flve years ago in 1966.



100

2. The cases identified and disposed of in 1970 represent 0.7 percent of the
average monthly caseload for all the Kederally-aided maintenance assistance
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 by adminis-
trative action sufficlent facts to support a question of fraud were not available.
For both the adult programs combined and for the AFDC program, sufficient
facts to support a question of fraud were at hand for slightly less than one-half
(46.3 percent and 46.2 percent respectively) of the cases disposed of.

4. Of the 15,600 cases in which the facts known to the agency supported a
question of fraud, 8,600 (55.5 percent) were referred to law enforcement of-
fielals for action, State agenclies generally do not refer cases if: (1) the amounts
of money involved are small; (2) voluntary relmbursement or payment plans
are worked out; (3) the recipient has mental or physical Hmitations; (4)
special hardship exlsts; or (5) other factors make such referrals unfeasible. On
the other hand, two States, California and Maryland’s (Social Services Ad-
ministration, Department of Employment and Social Services), require that
all cases of suspected fraud be referred to law enforcement officials. Exclud-
ing data from these two States, the proportion of cases referred to law enforce-
ment officlals comprised about two-fifths (39.5 percent) of all cases in which the
facts were suflicient to support a question of recipient fraud.

B6. Approximately 7,800 cases were disposed of by law enforcement officials
during 1970, including cases referred both during 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 prose-
cuted. Of the cases prosecuted, eight States (California, Connecticut, Illinois,
Maryland, Michigan, New 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 1.—DISPOS{TION OF CASES INVOLVING QUESTIONS OF FRAUD, BY TYPE OF DISPOSITION AND PROGRAM,
FISCAL YEAR ENDED JUNE 30, 19701

Number Percent
Maintenance Maintenance
assistance assistance
- Medl|- e Medi-
Adult cal Adult cal
cate- assists cate- assist-
Type of disposition Total gories? AFDC  ance  Tofal goriess 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 54.4 537 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
1
1

Referred to law enforcement officials. . _ ... .. 8,600 1, 79 25.2 159 215 21.7
Not referred to law enforcement officials. .. .. ,800 4,100 120 17.7 286 15.0 319
Pending decision as to referral to law enforce-

mentofficials. ... ... ... 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. .. ... ........ieeiiiiiiiaas 3,000 300 2,700 19 386 3.0 39.0 17.2
Not prosecuted. .. ... ... _....___....__... 4,800 520 4,200 48 6lL.4 630 61.0 82.8

1State agencies regonlng no cases involving questions of fraud: Alabama State Board of Health, Alaska Department of
Health and Welfare, Delaware Commission for the Blind, lowa Department of Social Services, Maine Department of Health
and Welfare, Massachusetts Commission for the Blind, Mississippi Medicaid Commission, New Hampshire Department of
Health and Welfa[e, Virgin Islands Department of Social Welfare and Department of Health, and Virginia Commission for
t,peb“l.lsaall)‘nl‘landlcapped. State agencies not reporting: Georgia Department of Health, and Tennessee Department of
ublic Health,
2 0ld-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 gorles AFDC  ance Total gories AFDC ance

Not referred to law enforcement officials

because3. . ... ... ... . ......... ... 6,000 1,800 4,100 120 . i
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 1856 13t 213 6.9
Voluntary reimbursement made._......_... ... 1,300 410 870 40 22,7 231 221 34.5
Special hardship present. ... ..._...._........ 1,300 370 890 18 22,1 2.1 227 15.5
Other. oo 2,100 750 1,300 50 36.8 427 339 43.1
Referred to taw enforcement officials, but not
prosecuted 3 520 4,200 - IS
Total, by specified reason.. .- 320 1,500 44 100.0 100.0 100.0 100.0
Small amounts involved._._.......... 18 100 9 7.1 5.6 7.1 20.5
Voluntary reimbursement made....... 67 330 28 229 2.9 2.1 63.6
Special hardship present.._..._...... 2 54 230 ........ 155 16.8 15.7 ........
Other. ... 180 810 7 545 567 55.2 15.9

1 For names of agencies reporting no cases involving questions of fraud or not reporting see table 1, footnote 1.

2 |ncludes 196 cases in Washington for which reasons for nonreferral to law enforcement officials were not reported.

3 Inclu‘des 2,?03 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

Fact Not referred to law enforcement officials because—
acts
insuffi- Re- Volun-
cient to ferred tary
support to law reim- Special
Total  ques- enforce- Small  burse- ard-
dis-  tion of ment amounts ment ship Pend-
State posedof  fraud Total officials Total involved  made present Other ing

Total....... 33,900 18,500 15,500 8,600 6,000 1,100 1,330 1,300 2,100 880

ALASKA L et iteeemeen e unae e —ear e anen e anaananeaemmaannaann

Colorado. . .
Connecticut.
Delaware t_

{ilinois. . ..
Indiana. ...

Kentucky.......
Louisiana. ........

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

Not referred to law enforcement officials because—

Facts
insuffi- Re- Volun-
cient to ferred tary .
support tolaw reim-  Speciai
Total  ques- enforce- Small  burse- hard-
dis-  tion of ment amounts ment ship Pend-
State posed of  fraud Total officials Total involved made present  Other Ing
L1
Maryland...... 2 2 . 10
Massachusetts t 460 16 4 ...
Michigan.... 28
Minnesota... .
Mississippit.......
Miuourr. .........
Montana. ...
Nebraska. ..
Nevada...........
New Hampshire !
New Jersey.. 6 7
New Mexico. 180 4 170 ......... 1o ... 1
New York._.. , 400 680 1,700 780 410 260 110
43 8 35 13 1 13 R
16 1 1
600 240
170 15
780 370
7,300 4,700
Puerto Rico....... 10 ...
Rhode Island... .... 110 12
South Carolina..... 2 e
South Dakota...... 5 2
Tennessee i....... 470 150
Texas............ 19 6
Utah..... 45 ...
Vermont...... 35 2
L TR 11T T 3 Y
Virginlat_.._. 140 22
Washington______.. 2,100 1,600 570
Wost Virginia...... 16 ......... 16
Wisconsin......... 400 ......... 400
Wyoming......... [ R 5

1 For name of agency reporting no cases involvin% questions of recipient fraud or not reporting see table 1, footnote 1.
2 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 Speclal
amounts reimburse- hardship
State Total  Prosecuted Total involved ment made present Other

Totalt . _..__.... 7,800 3,300 24,800 130 420 280 1,000
| S

Arizona.
Arkansas. .

California. .. ...........

Colorado............... 71 33 38 4 11 8 15
Connectleut_ . .._....... 410 250 170 19 30 3 120
L1 1 U
District of Columbia..... | S 5 2 e 3
Florida................ 62 52 ) [/ R 2 5 3

Footnotes at end of table.
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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—Continued

Disposed of without prosecution because—

Small  Voluntary Special
amounts. reimburse-  hardship
State Total Prosecuted Total  involved ment made present Other

5
Kentucky._............ 2 2 e eiiaane
[T 1 . SN

Massachusetts 1.
Michigan...
Minnesota.

Mississippi 1.
Missours._ ...
Montana. ..
Nebraska. .
Nevada.._..............

New Hampshire
New Jersey.
New Mexico
New Yerk. .
North Carolina

Puerto Rir.o.... 10 9 P 1
Rhode lIsjind. .
South Carnlina

Vermont
Viegin Islandst__ ... e e ne e
Virginiad... ... ...

Washington.
West Virgini
Wisconsin._ . -
Wyoming....._..__.....

1 For names of agencies reéxorting no cases involving twesﬁons of recipient fraud or not reporting see table 1 footnote 1.
2 Incltides 2.?03 cases in California and 58 cases in Washington for which reasons for disposition without prosecution
were not reported.

ReQuiring WELFARE RecipieNTs 70 Work AT Less TaAN
Minimum WAGE

Senator RiBicorr. You have placed great emphasis on workfare.
If you want to get people off of poverty, why do you not advocate a
minimum wage 1nstead of, as in H.R. 1, providing only three-quarters
of the minimum wage ?

Secretary RrcHarpson. 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 O - 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 1t equitable that an in-
dividual who is otherwise dependent upon the taxpayers should be re-

uired to accept such a job. We have provided in the legislation that
the individual may not receive less tnan any wage level required to be

aid by law, which would be the minimum wage for a job covered

y the minimum wage; the prevailing wage i% that is higher; or
three-quarters of the minimum wage, or $1.20. We have not gone be-
yond that for the reason I have mentioned.

I would further goint out that if the individual is working full
time at $1.20, the effect 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 Risicorr. I know that, but if the administration would
support the Harrison Williams bill, which expands the coverage, then

ou would not have the Federal Government having to have such a
arge supplementation in order to eliminate poverty. If we are going
to eliminate poverty, how do we justify paying people subpoverty
wages for working?

f 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 Ricmarpson. 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 Risrcorr. But I ¢u 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

olicy, and that policy can only be stated by the President of the
%nited 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 Ricuarpson. We favor an increase in the Federal mini-
mum wage, Senator, but we do not favor increasing the minimum pro-
portion of the minimum wage for which a person on welfare should be
required 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 Risicorr. 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 Ricuarosox. 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.

Obyviously it is desirable to extend the minimum wage and Secre-
tary 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 or WELFARE BENEFI1S

Senator Risicorr. 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-
lems 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 Risicorr. 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 RicuarpsoN. You have put that point with a very straight
face, Senator.

Senator Risicorr. I could not put it straighter, Mr. Secretary.

Secretary Ricrarpson. 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
up 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 like%ihood, therefore, that they
would, in %act, cut benefits.

Senator Risicorr. 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-
ing, by 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.

ManpATORY REGISTRATION BY MOTHERS oF PRE-SCHOOL-AGE
CHILDREN

Two, optional work registration for mothers of preschool children.
Why are you against it now, when you were for it in 1969 %

Secretary Ricnarpson. We have not changed our position on that.
We think the exemption for mothers of preschool children should be
applicable to all mothers of children under six, as the bill would pro-
vide the first 2 years.

Senator Risicorr. So you disagree with H.R. 17

Secretary Ricrarpson. Yes.

REQUIRING STATE SUPPLEMENTARY PAYMENTS FOR FaMiLiEs Witk
UNEMPLOYED FATHERS

Senator Risicorr. Require supplementation to families headed by
unemployed males? )

Secretary Ricuarpson. 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.

DeriniTION OF “SuUITABLE” JoOB

Senator Riicorr. Job suitability provisions

Secretary RrcHARDSON. Job suitability is an issue that has been dealt
with repeatedly in slightly varying ways. The legislation now in effect
provides that an individual is first required to be given an opportu-
nity 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 1s not a job of that kind available to him 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 oF RESIDENCY REQUIREMENTS

Senator Risicorr. The next is elimination of welfare residency pro-
visions. How does the administration stand on that today ¢ _
Secretary Ricuarpson. 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.
o we do not believe that the provision is constitutional and we think
that it should be eliminated.

ProreEcTING STATE AND Loocar, WELFARE EMPLOYEES

Senator Risicorr. The protection of State and local government em-
ployees’ rights to transfer into a new system and aid them in getting
jobs—how do you stand on that today ¢

Secretary Ricmarpson. 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.

he 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.

QuUARTERLY INCOME REPORTING AND BIENNIAL REREGISTRATION

Sendtor Risrcorr. 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 RicmarpsoN. The 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-
mony, the bill reflects a deliberate effort to make it, as the chairman
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 Risicorr. Mr. Chairman, I shall defer to other members, but
I have other questions that I want to ask.

The CuarMan. 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 12:30, 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 1f needed.

Senator Jordan?
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DisiNCENTIVES TO WORK

Senator Jorpan. 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 gquite 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 velative 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 @ 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 z plus $1?

What is the incentive for him to stay on his undesirable job rather
than go on welfare? -

Secretary Ricuarpson. Well, there is no way in which, by going on
welfare, he could increase his income. One of the best

Senator Jorpan. No, but he would not get any less.

Mr. VENEMAN. Yes, he would.

Secretary Ricuarpson. 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 Jorpan. That might be supplemented by States where the
living cost differential would induce them to do it ¢

Secretary Ricuarpson. 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
involves a different problem, to be sure.

Senator JorpAN. Yes.

Secretary Ricuarpson. But assuming that the family remained in-
tact, there would be no way that thé father in the situation you suppose
could make his family into a family eligible for AFDC. go he would
have no incentive to give up his job.

Senator Jorpan. Well, why could he not say, “I do not feel like
working any more” ?

Secretary Rrcuarvson. Under Secretary Veneman would like to

reply.

}I)Y[)I". VeNnEMAN. 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 Jorpan. 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 H.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-
ment, 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 $1,800.

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 working 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-
ments 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-
plement 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.)



EXHIBIT ONE

FAMILY BENEFIT SCHEDULE

FAMILY OF FOUR
TOTAL $4213 $4320
BENEFITS
EARNED INCOME
$5120 43717 $3380
42400 1880
2400

BEST COPY AvA| LABLE

011
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The Cramuan. Could I interrupt? While you are presenting that,
the Department has asked for this information and I llm)ave 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. %geneman 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 Jornon. 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 Ricuarpson. Well, Senator, let us take the cutoff again.
$Y;ou are assuming a family in which the wage earner is getting

141,

Senator Joroon. I did not assume any particular sum,

Secretary Ricuarbson. The point 1s 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 Jorpan. All right. But just using your illustration, this
family makes $4,140 out of which he pays payroll taxes for Social
Security. His take-home pay is less than 1f he were on welfare.

Secretary RicHarpson. 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 28, 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.

enator JornaN. 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 1f he were on full welfare.

Secretary Rrcuarpson. That is not true, Senator. That cannot hap-
pen under %.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 1};ea,r. 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.

%Znoaotor Jorpan. But suppose the State supplement puts them up
to $4,000.

Secretary Ricmarpson. The supplement also pushes up the break
even proportionately so that iv does not matter; the $4,140 break even
isthe break even on the basis of I'ederal 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 %amily is $3,400.

Now, since he, 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 $338 of the State supplement.

Senator Jorban. Well, you have lost me, because I think that you
are missing the point. You are predicting what the State supplement
is go?ng to be.

ecretary RicHarpson. 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 Jorbon. I am not convinced. But I shall yield the floor.

Secretary Ricuarpson. 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 CrHAIRMAN. Senator Byrd ?

Senator Byro. Thank you, Mr. Chairman.

Durarion or REesipENCY REQUIREMENTS

My. Secretary, first, I did not understand your reply to Senator
Ribicoff in regard to residency requirements. Now, what is your view
in regard to residency requirements ¢ , ,

Secretary RicHarpsoN. 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 Byrp. Do you favor residency requirements?

Secretary Ricaarbson. No.

Senator Byrp. You oppose residency requirements?

Secretary RicHarpsoN. Yes.

Senator Byrp. You think a State should not have the right to re-
quire that the welfare recipient be a resident of that State?

Mr. Veneman. They can require that. The issue is duration.

Senator Byrp. I want to get the Secretary’s view.

Is that your view ¢

Secretary RicaarpsoN. The point is not that the State cannot re-

uire 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 Byrp. It is your view that a State should not impose any
time requirement for residency ¢

Secretary RicHARDsON. Yes.

Senator Byrp. It is your view that the State should not have the
right to impose a time requirement for residency so far as drawing
welfare benefits?

Secretary Rrcuarpson. 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 we could not constitutionally permit a State to do this
in any case.

Senator Byrp. What is your view of the New York——

The CHARMAN. Mr. Secretary, could I interrupt there?

Senator Byrp. Surely.

The Cuairman. 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 RicuHarpson. I do not agree, Senator, that Federal legis-
lation could authorize the States to withhold benefits from a family
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 CaamrmaN. Well, 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
gerson is in all cases entitled to draw welfare payments from some-

ody, 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 Rrcraroson. I think that the language of the decision is
broad enough to require the conclusion that this could not be done. But
I recognize that it is arguable.

In any event, I would still then feel it was fairer in these circum-
stlances to provide for uniform payments to people living in the same
place.

The CrARMAN. Pardon me for interrupting. I just wanted to get
the Secretary’s opinion.

Senator Byrp. 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 LArRGE INCREASE IN WELFARE RoLLs

Now, Mr. Secretary, on page 2 of your statement. you say that during
the decade of the sixties, the AF%C 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 l-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 Ricaarpson. Well, certainly, we would have to admit that
the prima facie case looks bad, Senator Byrd. ‘

Senator Byro. I agree with that.

Secretary RicuarpsoN. 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 responsibility 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 Il))een 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 requirements
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 Byrp. Both of which you approve of ?

Secretary Ricuaroson. The man in the house one I recognize as pre-
senting 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 fegal right to receive benefits has undoubt-
edly had an impact.

Senator Byrp. Of which you approve, also?

Secretary Ricuarpson. 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 they are entitled to them is performing a role that I certainly
cannot condemn.

Senator Byrp. 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 Byrp. Please do.

Mr. VeENeEMAN. There has not been a new 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 Byrp. Let me put it this way : In the new Federal adminis-
trators in Washingtof. 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 Byrp. I do not say it is, but I do not say it is not, either.

Secretary RicHARDSON. Weﬂ, I think we can assure you categorically
that it is not.

Senator Byrp. I do not think I can categorically accept that
explanation. '

ecretary Ricuarpson. 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. I
hope that such a scrutiny would disclose that in some respects the
situation has been tightened up 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 Byrp. 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. 80.
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Secretary Rrcuarpson. I totally agree with your observation that
something is radically wrong anc{ of course that is why we are here,
to try to persuade you to do something about it. :

Senator Byrp. You are here to expand an already expanded pro-
gram. Let us get on to another subject. :

AprqQuacy or $2,400 BeNkriT

In your statement you comment on the Federal income floor of
$2,400. In your judgment, is that an adequate floor ?

Secretary RicHarDsoN. Yes.

Senator Byrp. It is an adequate floor ?

Secretary RICHARDSON. Yes.

Senator Byrp, I think that last year you testified that $1,600 was
an adequate floor.

- Secretary Ricaarpson. 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-
ing the total of $2,200, which we agreed last year with Senator Ribi-
coff and Senator Bennett could approximately be done under last
year’s program; and then the additional $200 reflects, as I suid 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 $200 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 a%propriateness—because nobody would say that it is enough
to live on by itself—that the justifications for the $2,400 are basicaﬁy
the same as those which justified the $1,600.

Senator Byrp. 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 Ricaarpson. 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 Byrp. I am not sure HEW has, either, insofar as this
guaranteed annual income is concerned.

Secretary Ricuarpson. 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 Byep. 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 Riciarpson. It would depend on how far we went. I
would want to remind this committee in due course, or the Senats,
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 Byrp. Mr. Chairman, my time is up. I have a number of
other questions, but my time is up.

The CualRMAN. 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 Ricmarpson. Yes; that is essentially correct, with the
further Provision that if the State elects to benefit from 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
saying that we shall hold you harmless against any increased costs
attributable 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 NersoN. The “hold harmless” clause only applies to addi-
tional enrollees covered, becoming covered, subsequent to the act; is
that correct ?

Secretary Ricuarpsox. 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.

Senator Nerson. 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 Ricuarnson, That is true; except, of course, for services
to geople of various kinds that would continue to be a responsibility
of State and local welfare agencies.

Senator NrrLson. How many people—I would assume, myself, all
the States would probably, under those circumstances, cede the re-
sponsibility for management of the welfare programs to the Federal
glovernment-»—perhaps not all of them, but certainly almost all of

em.
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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 ¢ o ) .

Secretary Rrcriarpson. Yes; I think the figure is a little higher. Lin-
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 technologir, 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 ADMINISTRATION WELFARE AND
ManpowerR Birus

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 harmless” clause, they have
to turn over the administration of all these programs to be run out
of Washington.

Can you reconcile those positions?

Secretary Ricuarpson. 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 T think Secretary Hodgson will testify that, in the actual pro-
vision of manpower services to people under the opportunities for
familins 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 to 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-
fits, 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, Mr.
Robert Ball, Commissioner of Social Security whose overhead costs
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 Nerson. Under the current law, ecach State sets the salary
and working conditions of the welfare worker if it is a State employee.
is that not correct ?

Secretary RicHARDSON. Yes.

. Senator Nerson. 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 Ricumarpson. 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 O - 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
Poslthtﬁce system or the district offices of the social security system,
itself.

Senator NrLson. 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 senlority when he is trans-
ferred to the Federal Government. :

Secretary Ricuaroson. 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 giseussion 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 done to
protect against fraud, duplication of payments, and so on, depend
upon the utilization 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 an% 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 you 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 i1t which
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-
rs)loyees under State jurisdiction. And it seems to me as long as the

tate is paying half of it, there is a much greater likelihood of sur-
veillance of their performance, ‘

Secretary Ricuarpson. Well, it has not worked too well, I would
say, to date. We have paid half the salaries for administrative funec-
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 so.
And the result is that the Federal Government is essentially engaged
in a check-writing situation, accompanied by checks to make sure that
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-
necticut, 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 CuairMaN. I have indicated I 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 Risicorr. 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 Crairman, 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 tle controversial ones.

Secretary Ricuarnson. Thank you, Mr. Chairman.

Mr. Chairman, 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.

The Cuamrman. 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-

morrow, July 28,1971, at 10 a.m.*)

‘*Hearing 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,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met, Fursuant to recess, at 10 a.m., in room 2221,
New.dS'enate Office Building, Senator Russell B. Long (chairman),
presiding. . )

Present: Senators Long, Hartke, Ribicoff, Harris, Bennett, Jordan
of Idaho, Fannin, and Hansen.

The CrairMAaN. 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 {)erformance 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}iilents prepare for a better life.

ere 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 advantages of employment-based training, only
6 %ex_'cent of WIN enrollees may be found in on-the-job training as
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 WIIIiI 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 welfare 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 me asking the Secretary what is the trouble; is the
law we gave you based on the wrong concept; are we going about it
the wrong 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 provide 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.

OPENING STATEMENT OF SENATOR RIBICOFF

Senator Rieicorr. Mr. Chairman, may I make a comment? I think
what is interesting to me, Mr. Chairman, 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 the deficiencies 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 ag a resalt 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 Labor 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 proiram; 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 CrairMaN. 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 asappendix E, pp. 533 ff.)

REQUEST OF SENATOR ABRAHAM RIBICOFF

QUESTIONS FOR LABOR SECRETARY JAMES HODGSON-—AND REQUESTS
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-
cipgte iIn 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-
cipaté 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, admiunistrative 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 “Falling 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 unemploy-
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. 583-661.)

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 PSC
job ete. (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 HS, CAA, 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? :

o
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Recent DOL policy memoranda, state that the ES will become (or is) the “co-
ordinator of manpewer 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 EOA, showing specifically those whicl, 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. T'ratning Grants—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 OFF 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 OFF. (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 “Evaluation of Results and the Administration of the Job Opportunities in
the Business Sector Program in Five Cities”, March 24, 1971 documented the
failings of the program.) (See pp. 713-732.)
© 11, 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 mechauism ? (See pp. 782, 733.)

12. Miscellaneous

‘(a) H.R. 1 provides for inter-state transfers of workers. How would this
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?

(¢) 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 beneflciaries of H.R. 1 in program de-
sign, evaluation, etc.? (other than through possible contracts with CAA’s)
(See pp. 733, 734.)

The CrAIRMAN. Any further questions?

OPENING STATEMENT OF SENATOR BENNETT

- Senator Ben~erT. 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 wil]l 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. ‘ o

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 CuairmaN. Secretary, would you care to proceed now with
your statement, sir.

STATEMENT OF HON. JAMES D. HODGSON, SECRETARY OF LABOR;
ACCOMPANIED BY MALCOM R. LOVELL, ASSISTANT SECRETARY
FOR MANPOWER; AND JEROME M. ROSOW, ASSISTANT SECRE-
TARY FOR POLICY, EVALUATION, AND RESEARCH

Secretary Hopbgson., 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 CuairMaN. If I might just interrupt you for one moment before
Kou do, Mr. Secretary, it occurs to me that the record we are making

ere can be very useful. We are going to suspend during this August
recess, and that is going to oger 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, unem-
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 help.

Secretary Hopeson. In fact, I think you mig%
brains in America are here along the Potomac.

The CuarRMAN. That is right.

Secretary Hopgson. 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

t say that not all the
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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.

% want to addvess 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 simply 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
volunteeril to accept employment or training from those not so re-
quired. The opportunities for families program, for those required
or volunteering, is a distinet program, with full legal responsibility
lodged in the Department OF Labor. This puts tﬁe 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 tied 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
?f a larger enrollment from the WIN program than contemplated

ast year.

Tgis 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 present welfare expendi-
tures goes for benefits or the adininistration 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 ]og vacancies with the local manpower office
responsible for OFP. Further, such agencies could he required to set
goals for the hiring of OFP recipients. i

Having strengthened the provisions of the bill that provide job op-

ortunities, 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 $300 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 HLR. 1 than in last
year’s bill. The assur:nce 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
n}xlong)lrland 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. HE
would have the responsibility to develop child care facilities under a
sKshem 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 supply it in a timely manner. Of
course, the Department of Labor would purchase child care from
HEW facilities whenever they were available.
- H.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. =

HL.R. 1 makes better provision for supportive services than the bill
last year. It earmarks $100 million specifically for this purpose, assigns
the tunding 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 grovides 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.



131

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-
otal assistance, but those working day in and day out—but still living
in poverty—were ignored.

e can’t strengthen work incentives by extending a helping hand
only to those who do not work, and continuing to ignore those who do.
Children in poor families with a working father can be just as hungry
as t}lllose 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 H.R. 1.

1. Most mothers on welfare want to work. Qur surveys and experi-
ence demonstrate this. A major incentive for them to do so is the avail-
abi%it’;ybof skill training, which is what many of them need to land a
real job.

2, 3A major barrier to women on welfare working is child care un-
availability. When available, a strong work incentive exists both from
t}ﬁg‘ 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 disregards” 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. at happens
is that the Federal allowance is reduced as earnings increase, and I
know of no desirable alternative to such a policy.

6. 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 ﬁxetf expenses. An additional $50 per month may be a
300 percent—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.

.. 1. Those who have focused on how much of an increase in earned
income 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 avera%e, 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 1()ilci)clil:tle is to be little. The equations are implacable and blunt, and ruthlessly
pu .

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.

My third 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 Labor administers the apprenticeship 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
capabélity 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.R. 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 required to list their job vacancies with such agencies. This
will §1.'eatly expand our access to job openings. We estimate that over
6 million 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.R. 1 and other
acts gives him added capability in experimenting with new approaches
for delivering manpower services improving 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 workfare features of H.R. 1. WIN has made a significant
contribution. Those put into employment have received hourly wages
ranging from $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 i¢ 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 Witg the manpower agency in order to
get benefits. Further, total responsibility for such families is lodged
not in a multiplicity of States but in 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
into 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:

Sa) 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.

(6) 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.

(¢) 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.

(@) 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.

OFP 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 en.rollment.

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 18.5 per-
cent of WIN dropouts gave medical 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 threate
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
matter we take with great seriousness, and it has the highest of pri-
orities in our thinking.

We do not regularly have a large staff available for advance plan-
ning of contemplated programs on a large scale. But wo do not and
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 welfare reform planning staff, directed by Mr.
Robert Hall. who is one of the most experienced and able staff mem-
bers in the Department. He works under the direction of a steering
committee, that reflects all Department resources and is chaired by the
Under Secretary.

We are not. at this early date, making administrative 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
program. it is clear to me that the manpower component is going to
have to be administered with a great degree of Federal involvement.

One additional point in regard to Labor-HEW coordination. While
there are two family programs in H.R. 1—OFP and FAP—that in-
volve income maintenance payments, we are not going to create dupli-
cate offices to make benefit payvments. The Ways and Means Committec
envisioned that we would arrange to have those operating functions
administered by HEW. We agree that this makes sense. The Secretary
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. Qur 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.

Mr. Chairman, it occasionally takes time. but American Government
does work. Tt can and has acted with unity in the face of erisis. T am
confident that we will find 2 consensus of what to do about the welfare
crisis, wholly within the American sense of fair play and justice. and
my purpose in being here is to work for that consensus.

The Cmarraran. 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
he can stay for a few minutes, I would like to suggest that he ask the
questions that he is intending to ask.

Goars ForR STATE AND Locarn GoverNaenNT HariNe oF WELFARE
REecrrieNTs

Senator Bexxerr. T can stay here for another hour, but sometimes
when the right to question passes, it is hard to get it back. so T appreci-
ate the privilege of asking them. T 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 agf:encies which get any grants from
the Federal Government to set goals for the hiring of those on welfare.

05-745—71—10
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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 goalsg’

Secretary Hopason. 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 BExNErT. 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 with%lold it, or refuse to pay the balance of it if you are not
satisfied with the goal they set in this situation ¢

Secretary Hopoason. 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
Departments to agree to a program for their Department, at that point
I have really very little concern about getting the respective com-
ponents out 1n the regions and fields to make it work.

T say that because of our experience with programs of compliance
with Federal activities among Government contractors. Once a decision
is made at the top and they know they have to comply with it in order
to stay in good standing they do.

Senator BennNerT. But those are ordinarily questions of policy. This
is a question of numbers, this is a question of specific——

Secretary Hopgson. If you ask, have we set our goals in terms of
numbers, no; and I would think it would vary greatly with the re-
spective entities, with the areas in which the circumstances exist.

Senator Ben~err. I agree with that.

Secretary Hopgson. And with the kinds of jobs.

Senator Ben~err. 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. Then what could
you do about it ?

Secretary HopesoN. We could show considerable reticence in giv-
ing them their next appropriation.

Senator Benverr. But do you have any thought that maybe you
should have something a little more definite than the pressure of cut-
ting them off.

Secretary Hopeson. I would be willing to entertain any ideas to
make that kind of an approach more sucessful, Senator.

My feeling is from 80 years in the working world, that the power
of the purse seems to be about as effective a power as there is.

Senator Bennrrr. Well, you told us you have already moved to set
u%) 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 Hopason. 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 leadtime to get it done.

Cost or CHILr CARE

_ Senator BenN~erT. In another area, the House Report on H.R. 1
indicates that you will expect persons placed in employment to pay
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for their own child care, the cost of which will 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 get any Fed-
eral payment, assistance payment; with four children, $3 an hour. How
do you expect to find jobs for welfare recipients at those wage lim-
its, when most of the jobs we are getting under the present work pro-
gram are at $2.28 an hour? In other words, isn’t a child care program
really priced out of their reach ?

Secretary Hobason. It would be if we were not going to have a
pfti‘ovilsion for setting a sliding fee scale based on what a person can
afford.

Senator BennerT. 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?

_?ecretary Hopeson. Well, in effect, that is what it would be within
ceilings.

Sengator Bennerr. That opens some problems,

Secretary HobasoN. Yes, indeed.

ADMINISTRATIVE BURDEN OF REGISTRATION REQUIREMENT

Senator BenNEeTr. You complain on page 15 about the lack of re-
ferrals in some States and too many referrals in others.

Under H.R. 1, aren’t you really going to be buried under a massive
paper burden that will dwarf the problem that has been created for
the States?

Secretary HobasoN. 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 Bennerr. I have no other questions at the moment.

The CrarmaN. 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 WoORK Provisions in H.R. 1

I would like to ask, first of all, I gather from listening to your state-
mex}llt ?that you are enthusiastic about the provisions in H.R. 1, is that
right ?

ecretary Hobcson. 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 Hopeson. 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 gencrations, 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 seems 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 succeeding.

It seems to me that there are really three questions in this whole
area.

The first is whether workfare is a good 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 l%abor 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 capubility. 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
2o 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. T think, that 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 Hansen. Mr. Secretery, the information I have indicates
that between May 1970 and April 1971, there were 32.052 cases that
dropped out of the WIN prograin without good cause. I suspect your
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Department referved these to HIEW. I know we had some figures last
year. I have forgotten whether it was 6,000 or 7,000 cases that were
referred by the Labor Department to HIKW recommending that their
benefits be terminated and, as 1 recall, only 200 of those were
terminated.

The information 1 have discloses that for 1970 about 420 cases total
were cut off under this WIN program.

Trsting Nrw Proeras Brrore NATIONWIDE APPLICATION

Now. last vear there were a number of us on this committee who
offered to fund any kind of program that this administration wanted
to come up with. but we said let us test it out and sce if you are 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 adamantly opposed to demonstrating something
that scems to have such great merit that you feel it should be enacted
at the moment ?

Secretary Hongson. I am not so sure we were adamantly opposed.

Senator Haxsen, Is there anything in the testimony to indicate
that you gave any support to that concept of trying it out as Senator
Ribicoft and others have suggested ?

Pexanry ror RErusan To Parricirare

Secretary ITonason. Well, T think what we wanted to do was to get
the new legislation enacted with the strong penalty provision in 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.

Senator ITaxsex. Let me interrupt if I may there just for a mo-
ment. I have some figures that show the percentages of the persons
leaving WIN 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 and 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 and are in jobs. In other States. these
percentages are fairly high, 31 percent in my State of Wyoming; 30
percent in Wiseensing 31.2 in Towa; 32.6 in Louisiana; and 41.6 in
Washington, 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 person to be offered a job
and to refuse to take that job, and if it is accepted by someone else he
can be back 2 weeks later and say, “I am ready to take the job now”
and would he not be penalized, not the amount that you indicate, but
a much smaller percentage, fraction of that ? '

Secretary Hopeson. Well, the operation of the penalty provisions
is oile that is going to test our capability of making this program
worlz.
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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 gystem.

OrrramioNn or Penarnry Provistons UnpeER UNEMPLOYMENT
INSURANCE PROGRAM

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 Hopason. It has been working now since 1937, I believe.

Senator HanseN. Let me tell you how well it works in Wyoming,
because I happened to be Governor of Wyoming between the years of
1963 and 19 ’? 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 gbest we can do, I say there is room for improvement. Would you
agree?

Secretary Hopason. Well, not necessarily. I would want to know a
little bit about the kind of jobs that the people had held.

Senator Haxsen. These arve 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 Hopeson. But, on the other hand, let me give you another
experience. I worked for a major American corporation 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 kind of circumstances that you mentioned would auto-
ma,tica%ly be bad. I would have to examine them to see what the com-
parison was between the seasonal work and the previous work.

CompETITION WITH FOREIGN INDUSTRY

Senator Hansen. Mr. Secretary, one of the things that concerns me
and this committee before which you now appear, and which has held
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hearings cver 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 failing efforts to be com-
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 Hopeson. They have been to see us, too, Senator.

Senator Hansen. Big corporations, and they have been leaving this
country of ours, going 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.

RerusaL To Accerr 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 suggest”—this is
what the welfare recipient is saying—“you keep me on the relief rolls
because I just don’t happen 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 Hopason. I certainly agree. That is one of the major
reasons 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 THE WELFARE 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.

Acceprine Work Trart Is AvarnaBre

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 Hobason. As I said at the outset, Senator, I am not one
of those who thinks there is anything wrong with so-called menial
work. I, 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 on 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 T agree
wholeheartedly and completely. I have no arguments with it at all.

But when we talk about those who need help. on the one hand. and
about those on the other, who have a chance to go to work and are
perfectly able, physically qualified. in every respect to go to work.
when we talk about asking them. “Are you willing to take a job or
receive no further welfare payments,” I do not believe that is neces-
sarily forcing somebody to do something. T think he has an option and
it seems to me it would not be unreasonable if this Government were
to say to that type of individual, “We are not forcing you to take a
job. We are just saying we are not going to take these hard-carned tax
dollars from a lot of guys who are working harder than you probably
ever will work to continue to have you live in a fashion that you scem
to prefer, and to avoid the responsibility of doing a job that you think
is demeaning.”

Secretary Fopason. I clearly agree with that, phrased that way.
because what we have attempted to do in FI.R. 1 is to set some real
tight standards and to provide that only in cases of real demonstrated
hardship—a woman who does not have child care, a man who has to
drive 100 miles to and from a job every day—will a person be able
to refuse a job or training? But it has to be something of that
magnitude.

Senator Haxsex. Thank you.

“Surrasre” KMpLoYMENT

Senator Bex~wrr. Will the Senator vield to me for a question, a
clarifying question? We use the phrase “suitable employment.”

Secretary Honason. We do not use it in this bill any more. That is
the provision we did away with.

Senator Bennerr. Okay, what phrase do we use ?

Sccretary Honason. Well

Senator Ben~err. It does not matter. I will ask my question on the
theory that we still use it. The question is——

The Ciararan. It has a counterpart but it is to the same eflect.

Senator Bex~rrr. My question is, does the welfare recipient have
the sole determination of what he considers suitable or does the
Department have an input? o

Secretary Honesox. I think that is the most significant question in
this whole thing, he does not. The Department can cut him off even
though he thinks it is inappropriate.

BEST COPY AVAILABLE




143

Senator Bexxerr. So the Department—-—

Secretary ITonasox. e does have a chance to have a hearing, and
that is appropriate. There are provisions for hearings and suitable
due process aspeets in this situation. But there is no question but that
we not only have the authority but the responsibility to terminate the
individual’s benefits where there is refusal without good cause.

Senator Bexnerr. 1 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. He might find out that something he does not like
is really a lot more fun than he thought of in the first place. [Laugh-
ter].

That is all, Mr. Chairman.

IFarrntre oF Past Progray axp Desiraninirry or TestiNG NEw
Proaravs

Senator Hansex. I was going to say, Mr. Chairman, on the basis of
the track record where you have had 32,052 people who dro ped out
of a program without good cause, and only 420 of those have {))een 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 this 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 T would sure like to see it tried out because I could not have agreed
more than I did with the distinguished Senator from Connecticut when
he said had he known then what he now knows, when he was Secre-
tary of TIIEW, had he understood what the cost of medicare and medi-
caid would be, he never would have recommended their adoption with-
out first having tried them out.

It seems as though we are embarking on a new 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 increasing amounts of support from all the taxpayers, and this seems
to me to be a very, very important new direction from the one we have
been pursuing.

I would feel far more strongly persuaded if you could demonstrate
in tgo of the places where you want to try it out how it is going to
WOrK.

Thank you, Mr. Chairman.

The CaatrMAN. Senator Fannin ?

Senator Fan~in. Thank you, Mr. Chairman.

Lxcentrsioy or Crrrary IxpusTrIES UNpER T1E WORK INCENTIVE
Procran

Mr. Secretary, I, 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 yousay:
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The fourth major point is that experience under the WIN program has ex-
posed the problems that need to be dealt with. In replacing “WIN” with "Work-
fare,” H.R. 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. Lovern., No industries are excluded. I think there are certain
jobs—well, I would say there are no industries included.

Senator FaAnNIN. 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 %e artment had said under the WIN program
training of sewing machine operators is prohibited; is that true?

Mr. ]gJOVELL. 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. LoverL. 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. LoveLn. Well, I think clearly 1n an area where there are not
people qualified to do work, it would make a difference. If there were
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 from New
York, is it better to have them go from New York to Arizona or is it
better for them to go from New York to Taiwan or Korea or some
place like that?

Mr. Lovern, 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 T suppose that training
should be done. We rarely run into that situation .

Seeretary Hobeson. I want to make it clear, what Mr. Lovell refer-
red to as the genesis of this idea occurred many vears ago, and it is
not. the basic concept that necessarily prevails today.
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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 they said, “Well
we are trained in the construction industry,” and I said “Can you get
jobs in the construction industry ¢”; he said “No,” but he said they are
building their own homes, and I said “Well, what do they do then
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
rezillly h%ve done a good job in training these people.”

esald:

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 HopasoN. 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 }ﬁave 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 Department has made, and T will
furnish you the information and hope we can get the policy changed
because I am very concerned about it.

Secretary Hopason. Glad to take a look at it.

Senator Fannin. Fine, thank you, Mr. Secretary.

IncreasING THE NuUMBER oF WELFARE RecreienTs 1x “HorLbing”
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 Eena]ty. I have the figures of the WIN program as to how
many are in that category.

Secretary Hopason. If they are in holdin% status, are offered a job
and refuse that job then they are out and they lose $800; that is the

enalty.
P Sengtor 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 T have, the number in jobs have not increased
greatly.
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Secretary Hobeson. You are right ; that is what IT.R. 1 does. Tt docs
tighten the requirements. Tt does see to it that there is a penalty.

Senator Faxnin. Well, if they are in that category waiting for
training or placement, are they eligible to draw the full amount?

Sceretary Hovason. If they have not been offered a job and turned
it down; yes, they arve eligible.

Senator Fannin. Well, that is the question. They can just stay in
that category then.

Scecretary Hopason. Well, the penalty is for refusing to work.

Senator Fan~in. Well, if you hold to that, the refusing to work, just
as Senator Hansen has stated, refusing to work, you still say if vou
cannot offer them a job, then you are not refusing to work?

Secretary Honaso~. 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 Hopason. They have no choice in that matter unless there
is a hardship problem involved.

Senator FAnNIN. In other words, whatever work is available they
must take?

Secretary Hopason. Well, it has to pay at least $1.20 an hour, as you
know.

Senator Fan~NiN. Minimum wage and requirements that they are
physically able to do the work?

Secretary Hobason. Unless there is a real hardship involved, as I
cited, too long transportation, no child care available, they have to
take it, yes.

Senator I'anwin. If you hold to that, I would say you would ac-
complish a great deal :

Secretary Hopason. 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
latitude, but that is not your fault, that is our fault.

Apvaxtaces or ON-THE-JoB TrATNING Over INSTITUTIONAL 'TRAINING

Now, do you not find that it is more efficient and less costly to pro-
vide on-the-job training rather than institutional manpower training ?

Secretary Hopason. Normally I would say that is the case. It would
depend somewhat on the type of job and the conditions of the on-the-
job training, but on-the-job training is an excellent method of train-
ing. Tt is one of the reasons that we pushed the National Alliance of
Businessmen’s “JOBS” program as much as we did.

Senator Fannin. Would the needle worker qualify for on-the-job
training ¢

Secretary Honason. Would they ? Yes.

Senator 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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Scecretary Hobason. We have an exceedingly wide range of types of
on-the-job training programs.

Senator Faxnin. 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 Hopason. Not precluded.

Senator Fan~IN. From having on-the-job training ¢

Sccretary Honason. For consideration in on-the-job training.

Senator Fannin. On-the-job training compensation. Fine, I just
wanted that for the record.

Reprare Unxper JOBS PProeram

We have complaints, especially from small businesses, that the red-
tape in the JOBS program precludes them from really participating
in many instances. Is there anything that can be done about that?

Secretary Hopbason. Well, I 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. Furthermore, the
cellent way to provide trainees with OJT opportunities with small
federally funded. State-operated JOBS optional program is an ex-
employers.

Senator FANNIN. One of the problems in this program is, the cost
of living is inereasing so rapidly. I notice that the increases now are
averaging about 10 percent a year.

Secretary Hopgson. Many of the major contracts that have been
negotiated recently have been in the 9 to 10 percent range. The
average hourly carnings of American workers increased about 7 per-
cent in the past year.

Fepern Resroxnsisinery ror INFLATIONARY TrRENDS 1N PRIVATE
TxpUSTRY

Senator Fan~Nin. T feel the Government is probably more responsi-
ble for these inflationary trends than even private industry, espe-
cially when we sce what the Government is doing on their own con-
struction jobs, and I give you just as an illustration, in the Tucson,
Ariz., area T had a report yesterday that an experienced toolmaker gets
$3.90 an hour, at places like Hughes Aircraft, but still that experi-
enced toolmaker's son can get a summer job, one of these nonskilled
construction labor jobs, like a flagman or something like that, and he
is paid $5.23 an hour. I cannot 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 Hopason. Well, you know what the Governinent has done
in this area. Tt 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

ear 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 1s one that needed looking into.

The action was taken, and it has been taken in connection with the
parties themselves so as 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 Yf};r a short time.

Did you not have a goal of 6 percent ?

Secretary Hobason. No, no, we did not.

Senator Fannin. Why is all the publicity given to that 6 percent ?

Secretary Hopason. 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 Hobason. I go think the question deserves an answer.

There are two provisions in the President’s Iixecutive 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 HopasoN, I sure agree with you.

Senator FAnNIN. We must curtail these rapid increases in wages.

Secretary Hopason. 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
this 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 Cuamman. Senator Ribicoff ¢

Lack oF TraiNIiNGg AND JoBs For Most OFF REGISTRANTS

Senator Rmsrcorr. Mr. Secretarv, H.R. 1 requires 2.6 million people
to register under the OFF program. Yet HL.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 up too many
people, or providing too few jobs.

Now what is your comment on this?

Secretary Hopason. First of all, the number you give refers to those
who are registered and that includes & lot who are working part time
and are working poor.

Senator Rieicorr. That is right.

Secretary Hopason. 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
also have the probability, over a period of a year of direct placements
through the employment service and elsewhere, of several hundred
thousand.

So we cannot say that we can 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 they
are going to get help. Finally, it seems to us, that we have gone, within
the cost constraints that we gave in the building phase of the program,
about as far as we should.

Senator Riercorr. 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.

et’s get to something else.

PrioriTy For TrENAGE MoTrers AND PreEGNANT WOMEN
UnpER Ace 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.R. 1.

t seems illogical to give priority to teenage mothers and pregnant
women under age 19 as is done in FL.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-
pl(l)\}red more readily.

ow, last year genator Bennett and myself, with administration
backing, set up this set of priorities:
§ 1) 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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3) full-time working poor,
§4 part-time employees,
%5 others. )

f'it was good enough for Senator Bennett and myself, with ad-
ministration support, last year, why is it not good this year ?

Secretary Hopason. I would like to ask Assistant Secretary Rosow
to respond to that, Senator. L .

Mr. Rosow. Senator Ribicoff, we examined 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
category, or the youth as a second category, we might have in a partic-
ular jurisdiction a large number of women and a large number of
female 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 Riercorr. I know, but how successful can a 19-year-old
pregnant girl be ?

[Laughter.]

Mr. Rosow. In that case, the House committee specifically put this
provision in the bill. In many cases girls are 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.

Secretary Hopaso~. Could Iadd just a comment, Senator ?

Senator Riprcorr. Sure.

Secretary HobesoN. 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-demand 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 do 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.

Foprr Rerorr oNn EMPLOYMENT SERVICE

Senator Risrcorr. 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
poor. 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 Hobason. First, Senator, I would like to comment on one
aspect, of your question, and that is the level of capability of the Em-
ployment Service. The Employment 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
no question but what in many matters the Employment Service can
improve its capability, and should improve its capability.

I went to the annual meeting of the State Employment Security
Administration in 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
1'es<pond more specifically to your question. ;

Senator Riprcorr. But I still want to know from you, Mr. Secretary,
are you willing to give the committee or make public the Foder
report ?

Mzr. LoveLL. Could I comment on that ? I have not seen that, Senator.
Tt was a presentation, not a report. It was not a State-by-State review,
but an accumulation of some information that was gathered by Mur.
Rosow’s office. It was given in a presentation one time, a number of
months ago, as we frequently have internal reports analyzing various
aspects of our operation, but it is not a formal study.

As I say, I have not even seen the darned thing yet.

Secretary Hobason. If that is the “report” you are talking about,
Foder is the name of the man 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 Riprcorr. Let’s take another one. This is not the Pentagon
papers that are so highly classified.

Mpr. Lovern. It is not classified, we do not have such a thing,

Senator Riercorr. Let’s take another one. '

Rerort ox EqQuanrry or OrrorTUNITY IN MANPOWER PROGRAMS

Why, for example, has the Department of Labor refused to make
public a report completed in 1969 entitled “Iiquality of Opportunity
i Manpower Programs—Report of Activity Under Title VI of the
Civil Rights Act”?

Such reports should be made annually, yet the last cne appeared
as long ago as September of 1968. What rationale have you to keep
1'egorts like this secret when you are supposed to make them public?

Tr. Lovern. Well, it is entitled
Secretary Hopason. Has anybody ever asked us about it?
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Senator Risrcorr. 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. LoveLn. 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 Crratraan. Might I just malZe 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. LoverL. That is perhaps true, Senator.

AvartasiLity oF Reports CriTicar oF LABorR DEPARTMENT
PERFORMANCE

Senator Risrcorr. You see what we have here, you are asking us
to act on important matters involving the enlargement of your juris-
diction, and if your jurisdiction and your responsibilities are going to
be enlarged, we ought to have facts upon which we are being asked
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. Loverr. May I make one comment, Senator ?

Senator Risrcorr. All right, go ahead.

Mr. LoverL. 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 Risrcorr. But I am asking for these.

Mr. Loverr. The Urban Coalition report, for example. We are
prepared to make available to this committee absolutely anything
1n our file.

Senator Rieicorr. All right.

Mr. Loverr. 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 saying that I am
concerned about some part of my operation, I do not think that any-
body that hears about it shoulfi7 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.]

StaFr Brierine Parinrs o Work INCENTIVE PROGRAM

Senator Riercorr. 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. Loverr. 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 1t ? We will give you all we have. )

Senator Risicorr. V}(Te would like to see them because you are asking
us, you are asking us to act——

Mr. LoveLr. You 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.

e 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 gwm% you any of this. We think grou
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 Risicorr. 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 isthe problem as I see it.

Mr. LoverL. 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 Risrcorr. Let me quote from these papers. I quote:

We have learned, for example, that the percent of AFDOC 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 Rmsicorr. We ought to be able to have that.

Mr. Lovern. We have public testimony on that.

Senator Risicorr. Let’s go to another point.

Mr. LoverL, Perhaps some of those documents you have, I have not
seen; perhaps I should request your permission to turn them over
to us.

Senator Riercorr. I will ask my staff to give them to you.

Mr. Loverr. Unless you feel they are confidential. [ Laughter.]

Senator Risrcorr. It is not confidential as far as I am concerned.

ReqQuiriNng PErsons To AccEpr EMPLOYMENT AT LiEess THAN
THE MINIMUM 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 Honcson. No. We think that we have a real question of
equity when 5 million Americans are working outside of minimum
wage coverage at wages between $1.20 and $1.60 an hour. It is a matter
of clementary fairness at least to that group that jobs, if they are
willing to hold jobs at that level, that others also be asked to hold
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 know, it is done on the basis of three-quarters of the mini-
mum wage so as the minimum wage goes up, that will go up.

Exraxsioxn oF Frprran MiNtyoyr Wace CovVERAGE

Senator Risicorr. 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.

Sceretary Hopgson. It will create others.

Senator Rieicorr. It will create a situation where you eliminate mil-
lions 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 Hopeson. 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 Riprcorr. I do not know. In other words, do I understand
vour philosophy is that——

Secretary Hopason. It is not a philosophy; it just happens to be
the circumstance.

Senator Risrcorr. Do I understand the Labor Department philos-
ophy 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?

Secretary HopesoN. 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 disemployment, possible noncreation of job effects, and we
try to do it without inequity. ‘

Senator Risrcorr. So far as you are concerned, you are willing to
have millions of Americans work at $1.20 an hour, whether they are
on welfare or in the so-called working force ?

Secretary Hopason. That certainly is not a description of that posi-
tion I just outlined.

Senator Risrcorr. Well, I think it is. I mean you are against the
Williams bill, which would expand the coverage for those people in
this country who are in sweatshop employmeént at low wages.
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Secretary Hobeson. What I am saying is that by expanding to
arcas that are not now covered, we will 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 are a lot of jobs that would disappear.

Senator Rinrcorr. But $1.20, Mr, Secretary——

Secretary Hopaso~. There is a cutoff point somewhere.

Senator Rirrcorr. That is true, but there is a lot of difference be-
tween $1.20 and $1.60 and $1.20 and $5.

Secretary Hopason. 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 Risrcorr. 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 1n poverty ¢

Do you not think it is a worthy objective to ;)ay people in this coun-
try a decent wage to take people out of poverty ?

Secretary Hobeson. You are taking about a worthy objective.

Senator Risrcorr. That is right, a worthy objective which this ad-
ministration refuses to face up to.

Secretary Hobason. 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 Risicorr. 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
people who work. You can pay these people & minimum of $1.60 and
I do not think people are going to cut down their operation because
you are raising the minimum wage to $1.60 and expanding coverage.

I think it is a very heartless, cynical attitude by the administration
and the Labor Department to support a program like that.

Secretary Hopason. I am sorry that the occasion has descended into
a place where we are using terms of disparagement of that kind.

Senator Riricorr. It is not disparagement, sir.

Secretary Hopason. I think it is, when you say it is heartless and
cynical,

ySenator Riprcorr. 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 Hobeson. 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 now and I
will let him make one now.

EvarLuvation or PreseNT PrRoGRAMS FOR THE Poor

Senator Risicorr. 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. o

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 Department 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 vou took that money and
eliminated all your programs, you could put 900,000 people to work
in this country. :

What I am trying to do is to force you, and to force us, we have a
dual responsibility, to evaluate these 168 poverty programs and sce
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 1s only your responsibility. -

I think it is the responsibility of this committee to examine it and
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 poverty,
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 the
United States of America.

Secretary Hopaeson. 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 do just what
you have suggested.

Senator Risicorr. Yes, but it is not that. It is not a question of
supporting what you do, but we find the administration does not sup-
port what we are trying to do. We get very little support for our
objectives,

I have other questions, but I do not want to be unfair. Senator
Harris is here and Senator Jordan.
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Requirine Work At Less Tran tHE MiNmmus \WacGE

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 %est jobs available.

8111‘ 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 chairman,
Senator Long, who have pressed us firmly in this direction and if we
were to move too rapidly 1n 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 in 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.

SussmizinGg EarLoydMENT AT Less Tuax Tue MiNioy WAGE

Senator Risicorr. 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, sheuld
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 Risrcorr. I do not think this country under any administra-
tion is ready to retrogress that far.

Mr. Rosow. We agree completely with that. All T am saying

Senator Risrcorr. All right. Why should the taxpayer, why should
the Congress, and why should the President of the United States un-

BEST COPY AVAILABLE




158

derpin a group of employers who still maintain sweatshop labor at 40
hours a week at $2,500 a year. Why should we implement it ?

Why should we not make that employer bring his level up to $1.60
an hour?

Mr. Rosow. Well, because of the fact, Senator, that there are many
jobs today that pay 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 on the record for a
step up in the minimum wage. We will respond to that as the economic
situation permits.

We are definitely trying, and we have the support of the AFL-CIO
that this system does not subsidize cheap wages. The reason is that
any supplementation for the working poor is a private matter be-
tween the Government and that person and 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 Risrcorr. Do T understand you to say the AFL-CIO agrees
we pay $1.20 an hour to these people?

Mr. Rosow. No; they have not agreed to that provision. They have
agreed that thisJaw, FI.R. 1, dees not subsidize cheap labor.

Senator Riercorr. That it should not subsidize it, but my under-
standing is the AFL-CIO is 100 percent behind the Williams bill,
which would expand the coverage of the minimum wage law to bring
all these employees and employers under the minimum wage. Am I
right or wrong on AFL-CIO?

Mr. Rosow. There are two sides of the equation, Senator Ribicoff. I
think we have to work on both sides of it.

The Crzairaan. Could T get into this for just a moment ?

IHere is the kind of thing that concerns me about the difference be-
tween the two positions. The Secretary is being hit by Long on the one
side and by Ribicoft on the other. Here is a situation we get ourselves
into.

If you drive through the rural sections of my State, you will find
something that is typical of other places. You come to a little cross-
roads town. Two or three little stores ave there and here is some sales-
lady or salesman who spends 85 percent of his time just waiting for a
customer 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 do it himself or else just close the store down.

If T am going to have to pay that fellow the welfare, I would a lot
rather he continued to make $1.20 and that way I only have to put up
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 us $1.20 for every
hour he is standing around there and, as between the two, T would
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much rather pay 80 cents to do a little something than $2 to do abso-
lutely zero.

Now that is just the difference of philosophy, but to me it is casier
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 he 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 somet%ing 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 Risrcorr. I am not bothered by the administration being
put between Senator Ribicoff or Senator Long, because you have to
make a choice whether vou go for the philosophy of Senator Long or
Senator Ribicoff, that is the decision that has to be made. Because,
while that situation may prevail in Louisiana, the number of people
that may be on welfare. although a large proportion may be minus-
{:.ule when you start figuring where the recipients are and where they
ive.

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 it is a sad day for America
when we find in the Labor Department, whether in a Republican or
Democratic administration, to have the Secretary of Labor come out
with a position that they are going to advocate that people stay in
P%verty and that the American people, taxpayers, subsidize slave

abor.

I think this is what we are up against and this is where a debate
should be held and this is where I want to put the Secretary.

The Crairman. Senator, if T 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 know 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 he is going to redefine poverty, so that 80 percent of them are
going to be back in poverty, and he can get credit for taking them out
of it again. [Laughter.]

Sccretary Honasoxn. I want to say we do not have cither the Long or
the Ribicoff philosophy. We feel we take a professional look—[laugh-
ter]—and try to come up with a position that reflects that professional
appraisal of what can be done in regard to both advancing the mini-
mum wage and expanding its coverage.

The CuairMAN. Senator Jordan?

Senator Jornan, Thank you, Mr. Chairman.

Work Disincentives Uxper FLR. 1

Myr. Secretary, I think we all agree that one of the main defects of
the present welfare system is that there are so many work disincentives
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in it. A recipient is likely to be charged up to a hundred cents for
every additional dollar he 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 tosay:

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-
tem where those not working were given financial assistance, but those working
day in and day 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. T 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 Wilmington, Del,; that is a mother with
three children. Because of the $720 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 beeause, for each dollar she would make in 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 dollar to the breadwinner of that family of four
in Wilmington, Del., would be $1.18, 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 Hopcson. I am glad you mentioned the practical situa-
tion, Senator. Let me first say that I know that Secretary 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 T do not really want to upstage him on it because this is really his
section.

Senator JorpaN. Yes.

Secretary Hopeson. 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 we 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

1

* See p. 366, S '
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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 are 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
HLR. 1 provide really strong financial incentives to work. They are
much improved over last year and certainly far superior to the present,
system.

Senator Joroan. All right, Mr. Secretary, turn one page more and
look with me at chart 13* which pertains to Chicago. TIiIiS time let us
disregard public housing. A woman, a mother, a breadwinner, head of
a 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 Hopason. Yes, in effect we are, and I would like to have
Secretary Rosow address himself to that.

Senator JorbpaN. Yes.

Mr. Rosow. Senator Jordan, if I could return to chart 12 on Wil-
mington, Del.

Senator Jorpan. All right.

Mr. Rosow (continuing). T might say, as an introduction, we do
not accept these charts, but since they have been presented to us in the
committee print, it is only fair that we address ourselves to your
presentation and then, with the permission of the chairman, T would
like to submit some charts that HEW has prepared which are for the
same cities, tables which we fecl would be a more accurate representa-
tion of the true incentive features of the welfare reform under
H.R. 1.%*

*See p. 368,
**See p, 72 ff.
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The Cramman. That is fair enough. But, as you know, all the
assumptions are right beneath that chart there and you, I am sure you
have your assumptions for your chart too.

Mr. Rosow. Yes, Mr. 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 ave all interested in: whether there really is truly an
incentive to go to work under this bill or whether you are better off
staying on welfare and dodging work.

TrEATMENT OoF Socrarn, 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 Cuairman. 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 in this situation? If a person has a low-paid job, and he gets
his social security, he is going to be enjoying the minimal social secu-
rity. He will require welfare supplementation anyway, the way things
are going, with the result that if be 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 probably has no meaning to him.

You do see what I am talking about ¢

Mr. Rosow. Yes.

The Crmamrman. If this worker is going to be a welfare person to
begin with, when he winds up with social security benefits he 1s gettin
the minimum and then when he becomes a beneficiary, you then procee
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 example, would be borne out
of general revenue funds or out of the welfare funds.

The Curairman. Well, what difference would it make whether the
mone

Mr?,Rosow. It makes a difference to us.

The CuamrmanN. Whether it is coming out of general revenue funds
or social security ?

Mr. Rosow. It makes a difference to you. Mr. Chairman, because—

The Crairman. 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 he would be getting the same thing as if he did not have
social security.

Mr. Rosow. But on that basis, it is a question of whether we want
him to accrue a right and be self-sufficient 1n his old age.

Senator Jornax. If he is hungry he does not want to accrue a right;
if he is hungry he does not give a damn about a right.

Mr. Rosow. 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
in order to increase the incentive.

The administration was open to that possibility, but the Congress
felt in its wisdom, both in the House and in the Senate last year
and again this time, that the tax should be imposed so that these peo-
ple 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
on 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.

Scnator Risicorr. I think with all due respect to the statement
vou made T want to defend the staff, they were not capricious: sure, the
6 cent rate goes into effect in 1973, but 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 Joroan. Exactly.

Mr, Rosow. That is fair enough, Senator.

T~xcrEASE TN MEDICAID DEDUCTIBLE As INCcoME RiIsks

The medicaid deductible increase, which is a fairly substantial
amount, was computed inappropriately, and again this is due to the
fact that there has not been an opportunity for the committee staff
and the TTEW staff to compare notes. Tf you take the 9 cents at the
zero to the $1.000 range, that works out at $90 per thousand. Then
vou add $330 for the next increment of a thousand to $2.000. another
%330 for the inerement of $2,000 to $3.000. and another $330 at $3.000
to 5000, When you add that up it comes to a deductible of $1.080
across that whole ineome span, but the average henefit s $460.

So it scems here that the deductible excceds the benefits since it is
a cumulative caleulation.

But the more important point T would like to make rather than to
argue about the arithmetic is that the medicaid deductible increase
is really based on trying to assess a charge against the welfare family
on the average in Wilmington, Del., for a benefit that may be
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 CrarMAN. 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 Jorvan. 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 Rmsrcorr. 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
disagreeing 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 present time in America, 80 percent of all
workers who make more tEan $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 >¥ign these tables, I would show you the tables of incentives that
exist.

The CuamrMaN. 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 Jorpan. 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 Hopeson. 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 Jorpan. 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 IJIEW has been
working on in developing its statistical compilation.

The Crarman. 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 am sorry I missed you when your turn
camebpreviously, you had left the room temporarily. Glad to have

ou back.
Y 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 up 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.

INncreAsING 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 Hopason. Well, I would say the answer to the first ques-
tion is that people who are considered poor in this country in terms
of income are in most countries considered not poor, and in some coun-
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
suIS)erb wage. So that is one of the reasons for that.

enator Harris. What about—first of all, T do not agree with that
because I thinl 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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hungry children as we do, or it has the kind of maldistribution of
wealth and income that we do but I was going past that.

Why are there more poor people, just take the United States alone,
why are there more poor people this year than there were last year?

Secretary Hopeson. Are there? )

wenator ITarris, Well, your own statistics indicate there are.

Do you believe your own statistics ?

Scercetary Hopeson. What statistic is that, more people below the
poverty level 2 )

Senator Harrts. That is your own BLS this year than last year, I
~ would think.

Secretary Hobeson. As of what dates are those? Do you know
which year? . .

Senator IMarnis. If you disagree with that, we can go into something
clse.

Secretary Hopoeson. I do not disagree with it. 1 just don’t know
the figures from which you are quoting. _

Senator Harris. The Census Bureau figures show that in April it
went up by 10 percent.

re you fanmiliar with that?

Secretary Hopeson. Yes.

Senator Harris. Why was that shown then, or do you want to argue
about the figures?

Secretary Honason. 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 Hopason. For April, that contrast April this year with
April last year?

Senator Harris. Yes, 1969 to 1970.

Secretary Hobeson. 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
isthatso?

Secretary Hopason. Well, it is because the level of economic activity
isnot as great as it was in April of last year.

Senator Harrrs. Is there nothing that can be done about that?

Secretary Hopason. Sure, a great deal is being done.

Senator Harris, Well, not enough, it looks like, because we had more
poor people this year than last year.

Secretary Hopason. Well, you are talking about April figures not
about current figures.

Asyouknow, we are bringing the unemployment level down.

Senator Harris. Unemployment is higher now than it was.

Secretary Hopason. It isn’t. It is lower than it was in April. It was
around 6 percent at that time ; it isnow down to 5.6.

Senator Harris. The number, you say there are fewer unemployed
people now than there were last year.

Secretary Hopason. Let’s not engage in that.

Senator Harris. Let’s do engage in it.

Secretary Hopason. All right, but let’s understand that from May
to June every year in any administration there is an enormous increase
in unemployment, because hundreds of young people flood the labor
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market comintg out of school. This year there were less young people
coming out of school and unemployed than there was last year. I?n—

employment rose 1.1 million this June compared to 1.8 million last
June. In other words, that the amount of gain from May to June
this year was not as much as previously.

. Senato?r Harris. Are there more unemployed people this year than
ast year

Secretary HopasoN. There were more unemployed people this year
than last year, I said yes, but there were more unemployed in }' une
than April.

Senator Harris. 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 Iﬁgures?

Secreta opason. 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 Hopason. 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 Harris. Aren’t we talking about poverty and jobs, Mr.
Secretary ?

Secretary Hobeson., 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 Harrrs. 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 Hopasow. 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
wémt the situation 1s now and what it will be when this bill goes into
effect.

Imracr oN THE L.ABOR MARKET oF REQUIRING ACCEPTANCE OF JOBS
Payine Less Tuan MiNnmvom Wace

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 T
think there is some problem with that and it would be 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 Honason, 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 Hagrris. 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 available to you as
captive, as a kind of a captive labor force,” they have to work at, we
set & minimum wage and then we set some kind of an inconsistent—
if you say there ought to be & minimum wage, and I do not understand
how you have set a subminimum wage. o

Secretary Hopeson. There are many different minimum wages at
the present time, as you know, Senator. ' )

There is not only one, there is a different minimum wage for agri-
culture, a different minimum wage for other industries, there are mini-
muin wages in cities that apply to city employces and minimum wages
in States that apply to State employees, there are all kinds of mini-
mum wages in this country.

Senator Harris. 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 to hold
wages down and, therefore, have a tendency to add to those who are
going to be entitled to a work supplement ¢

Secretary Hopasox. No; we have people working at those kinds of
wages right now.

Senator Harrrs. 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 subminimum
wage, or above it, and you do not have these work requirements.

Now, doesn’t that interfere with the free enterprise system and the
market pressures that otherwise might allow the wages to go up?

Sccretary Hopeson. I think it can be contended, perhaps, that the
whole idea_of the minimum wage interferes with the free enterprise
system, and that setting a minimum wage on the part of Government
sets a floor on the wage structure that is not normal. So from that
standpoint it is not theorectically a free situation now.

Senator Iarrrs. Mr. Secretary, we are talking about people who are
not free agents here. We are talking about people who, i their children
are going to eat, are going to have to go into this labor market.

We are not talking about people who voluntarily work, and your
own testimony shows that most people will voluntarily scck 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 a subminimum wage, and you do not
have the suitable employment standards and so forth that apply other-
wise, 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 standard
here in your testimony earlier and 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 purposc ought to
be that people working fulltime should be able to carn enough for a
decent living.

Secretary Hopgson. I see what you are getting at.

Senator Harrts. I am sure glad of that. [ Laughter.]

Secretary Honason. I do not think the effect of what you are talking
about would significantly affect the pull and tug of the labor market
circumstance. Certainly that has not been the effect as you point out
of having a minimum wage itself, and there may be some effect of
this, but I do not think it is significant.

Senator Haxrris. Let me ask you this, don't you worry about—first
of all, the kind of jobs we are talking about that people would be
required to take, I assume, are more or less domestic service, and
agricultural.

Secretary Hopason. Let’s take——

Senator Harris. Low grade. ‘

Secretary Hopason. 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 an hour, if I remem-
ber our testimony.

Jor RurenTioNn Rares UNpEr Work INCENTIVE PRroOGRAM

Senator Harris. That is how many of those have been able to be
placed, how many have stayed on the job? ‘

Mr. Loverrn. 49,850 people that are in the program have been placed
on jobs. ‘

Senator Harris. And how many people under these kind of jobs
like WIN, and JOBS, for example, particularly JOBS, how many of
them stay on after, take JOBS, particularly, after the subsidization of
the training by private employer runs out ?

Mr. Lovern. In the WIN program 80 percent of the people remain
over 6 months. In the JOBS program it is about———

Senator Harrrs, It is 6 months after the training pbasce?

Mr. Lovern. Yes, about 80 percent remain, In the JOBS program
about 50 percent as a rule, but I would say about 80 percent. of those
who leave go to other jobs, and many of them paying higher incomes.

Senator Harrrs. Some of them go into other—is there any way to
figure out how many go from JOBS to WIN to something else or
Neighborbood Youth Corps to JOBS to WIN ¢

Mr. Loverr, Well. generally, very few, actually, perhaps one of the
criticisms

Senator Harris. I mean do you know ?

Mur. LoveLL. Yes.

Senator Harris. Do you?

Mr. LoveLL. Yes.

CuaracrerisTics oF RecreienTs Unper H.R. 1

_ Scnator Harrs. 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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ercentage is rural and what is urban, and what percent have been
in training programs in the past and so forth, is there a way to provide
thosc kinds of figures? ) )

Mr. Loverr. On the WIN program or the estimated group in H.R.
1? Which are you talking about ¢

Senator Iarris. In H.R. 1.

Mr. LoveLL. Yes, we do have those figures.

Senator Harris. Have you given those to the committee?

Secretary Hopason. I am told it is in the House committee report,
Senator.

Scenator Harris. Senator Ribicoff, I understand from a staff member
of his here, has requested you give those figures earlier, I suppose I
missed that. :

Secretary HonesoN. Yes, on table 16, page 282 of the House commit-
tee report 1t 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. LoveLr. 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
pegfle anywhere, isn’t it ?

r. LoverL. 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.

T 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-
l}:ot (il_andle English and obviously they are under a tremendous job

andicap.

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. Loverr. 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 training 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 agency 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 H.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 Harrrs. And they are generally the lower

Mr. LoverLr. 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 Harris. What percentage of the jobs would you say of that

work force that it would be eligible for?
Mr. LoverL. 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 Harrss. I just wonder if you ever can. We have got, I bet
we must have 40,000 welders in the State of Oklahoma.

Mr. LoverL. I have always been skeptical of counseling a man into
a job or training him into a job.

Neep To Provibe Jops

Senator Harris. Wouldn’t you say the main thing is the job?

Mr. Loverr. You have to have three things, Senator, you have to
have a job of some character.

Senator Harrrs. That is right.

Mr. LoveLL. Second, you have to have a person who either wants to
work n it or feels required to work in it, and we all need a little bit
of both.

Senator Harris. Most people, though, want to work.

Mr. Loveir. Well, we all want to work at something, whether we
want to work at what is available is the question. 4

Senator Harris. Your testimony with regard to WIN is far more
people wanted to work.

Mr. Loverr, I think almost everybody wants to work.

Senator ITarris., Right.

. Mr. LoveLL. Now some of the problems 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 willingness
to work or motivation to work, and then you have to bring people to-
gether with manpower services; not everybody, but some people. Some
people need certain kinds of training or certain kinds of help to get
nto it. -

So your training in manpower functions probably can be effective,
maybe, in 20 or 30 percent of the cases.

In the other cases, it is a question of the exercising of the job test,
and making sure people are exposed to the jobs that are available,
and indeed that they do take reasonable jobs in the community that
ave 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% and are not the $5 an hour jobs. The jobs do range from the
$1.80 to $3.85 range.

Secretary Hopbeson. There is something else about the rural circum-
stances, Senator. I think probably the public job components will be
n]10re meaningful and more important in those areas than anywhere
else.

Mr. LoverL. I think that is true.

Lack oFr KnowrEpcE oF VALUE oF PresenT MaNrowrr PrograMS

Senator Hagrris. Mr. 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 adminis-
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 arc any good 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 wé¢ are getting our money’s worth
through subsidization of private industry, as to what they do in return.

Requirineg Accerraxce or EarrrovymeNT Pavize Liess Tiax
Minrom Waar

I think this bill is fatally defective in setting up a captive labor
market at substandard wages and thevefore 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 socicty, 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-grade 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 we set up this kind 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 employment. For example, you have in
private employment—I mean in public service employment—set up
here minimum wages and other kinds of standards, suitakility require-
ments for public service jobs, but in 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 the
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 more
strongly.

I think 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 mergency 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 Hopasonx. Well, we are certainly in agreement that we
ought to do all we can 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 imeasurable gains
in our judgment.

I would just like to say with regard to your concern about the wage
level, Senator, we are 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
controlling. :

Senator Harris. I might just say, I do not know ivhether you know
this or not, but that 75 percent of the minimum wage in my office, not
by e, by Pat Moynihan, and Jack Veneman came to see me last year
after 1 had opposed in this committee this bill as I do now. I am op-
posed to the bill in the present form, and I thihk it is regrettable it is
not reformed, but anyway, Pat Moynihan said, “I do not think there
are any principles involved here, but just methods,” and I said there
were, and he said “Name one,” and T 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 you want people to go out and work by their
own efforts.”” He said, “I can see that.” He said, “Jack, can’t we agree
to set the minimuimn wage in that position?” and Veneman said, ‘?No,
we cannot, the adiainistration is opposed to that one.”

Moynihan said, “How ubout 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 hoge that as you study along with this thing you will
gain the same sudden realization that Pat Moynihan did that these
are basic kinds of principles and the trouble with the system now is
that we have really not tied 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.

Senator Haxrris, That is actually how that occurred.

The Cuamrman. 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 bill.

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 wagon any further.

The best thing to do is put 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 time, Mr. Chairman.

NoNCcoNTROVERSIAL Provisions or H.R. 1

The CHAIRMAN. As you can see, you 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 W]%ich went beyond
what you were recommending in the same direction, 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 controversial phases of the bill about
which we have been talking today for the most part.

Secretary Hobeson. Do you think it is necessary to make that
choice?

The Cuamman. 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 would like 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 that, many good things in the bill because
we couldn’t get the two Houses to agree on the family assistance plan.
T 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 not resolve
the impasse on this item.

Secretary Hopason. 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
attention and shaking down but is one that does not have the same
range of difficulties that it presented this committee last year and I,
too, hope the committee will look at it that way.

The CrARMAN. 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 House. 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 and the House. 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 there 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-
tunate.

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 third place.

I do not want to misunderstand you and T do not think I have and I
do not think that you have niisunderstood me. I believe we have both
tried to work together for what we think would be in the national
interest, Personally T 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 Jot of mischief, and I know you are doing what you can to
improve the conditions of the people of this country, and particularly
the working classes and the poor, and this is as the Good Lord gives
you light to see it and that is what T am trying to do. )

I have been described as a great arch-conservative by some. When
I first came here I advocated welfare 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 woik.
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Reasoxs ror Famwure or Work InceExTivE PROGRAM

Now, I 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
program and the way this bill proposes to handle this OFP program.

When we initiated the WIN program in this committee, I think I
was the one who initiated it, my thou%ht was if we would subsidize
someone going to work that that would be a better answer than to
have thern on welfare. The WIN program got shot down about the
same as this bill did, first from the Jeft and then from the right or vice
versa.

Senator Williams did not want to apply the work incentive pro-
gram to private enterprise jobs. He was afraid he was going 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, I 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 Hopeson. Well, I think the problem is that the Labor
Department really does not have it. We really do not have control
over the very feature 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 program and what is

roposed in H.R. 1. A difference in control, one place, not a bunch of

tates, each 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. There is miore money
going to be available for the OFP program. There is yoing to be child
care available that will eliminate some 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-in-jobs record.

The fact that 80 percent of all those placed stay on the jobs at least
6 months is a higher retention rate than exists in private industry in
normal hiring. That is pretty darned good. It shows that these people
if they do get training and get on 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 an efficiency standpoint.

So I think we have something to build on. We have some glaring
deficiencies that can be removed because they have been identified. As.
I see it, the OFP programs as it has been set forth in H.R. 1, really
comes to grips with those deficiencies.

Punric Service EmrrovyaeNT Unper Work INCENTIVE PROGRAM

The Cuamrman. 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 as a result of this work inventive pro-
gram, and they could put up their 20 percent in kind, so that if you
needed to have some work done—I see you shake your head.

Mr. Loverr. No, sir; an individual has to receive at least 20 percent
more in wages than he 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 cash.

Secretary Hobason. That is what I mean.

The Crramryax. In cash?

Mr. LoveLL. In money wages.

Secretary Hopceson. This has been a real impedance in matching
money.

The Cuairman. My intention was that they could put up 20 cents
on the dollar and the 20 cents they could put up in kind, so if they
had—you are shaking your head. Well, I had intended that we make
it that way. T know that was initially what I was hoping to do.

Secretary Hopason. It sounds like a pretty good buy, 20 cents on the
dollar, and you would think more States would take advantage of it
but more States have not taken advantage of it.

The States are so hard up recently.

The CuairMaN. We are trying to make that a hundred percent of
the matching money, are we not ?

Secretary Hopason. Yes.

L)
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The Crarman. 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 fearfu