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H.R. 16311—THE FAMILY ASSISTANCE ACT OF 1970

WEDNESDAY, APRIL 29, 1970
U.S. SENATE,

ConMirTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to recess, at 10 a.m., in room 2221,
New Senate Oftice Building, Hon. Russell B. Long (chairman)
presiding,.

Present: Senators Long, Anderson, Talmadge, Ribicoff, ITarris,
Byrd, Jr., of Virginia, Williams of Delaware, C'urtis, Miller, Jordan
of Idaho, and Hansen.

Also present : Senator (‘ooper.
The (L,n.\nm,m. ‘This hearing will come to order. )

Today, we aye beginning hearings on I1.R. 16311, the Family Assist-
ance Act of 1970.

This bill represents the most extensive, expensive, and expansive
welfare legislation ever handled by the Committee on Finance. It
proposes to make at least 14 million persons eligible for welfare in addi-
tion to the 10 million persons now on the rolls, at an announced addi-
tional cost of $4.4 billion.

It proposes to strengthen the work incentive features of the welfare
law, although there certainly is some question whether it can actually
achieve its announced goals.

The Committee on Finance has attempted on past occasions to deal
with the problem of increasing dependency on welfare. In 1962, legis-
lation was enacted to increase Fe(llem] support. for services to prevent
and reduce dependency. Unfortunately, t,}mt legislation failed to stem
the tide of rising dependency.

In 1967 Congress tried once imore to halt the trend to welfare de-
pendency. We wrote into law the work incentive program which pro-
vides broad authority for the {raining and placement of welfare re-
cipients. It was the congressional goal to reduce welfare by training
recipients to perform gainful employment and to help them find suit-
able jobs, thereby addiug a dignity to their existence, which welfare
cannot provide.

The performance of the Department of Health, Education, and Wel-
fare, and of the Depastment of Labor in implementing the work incen-
tive program has rais2d serious questions about their ability to admin-
ister a program aimec at reducing dependency through work training
and employment. Under present. law, the welfare agency must develop
a plan for each family receiving aid to families with dependent
children, designed to lead taat family to independence through
employment.

(1)
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Yet the regulations of the Department of Health, Education, and
Welfare give the welfare recipient an absolute veto over the plan. If
they don’t like the plan, they may simply reject it.

S}iymiiarly, a mother has an absolute veto over whether she will a
to the provision of day care for her children. If she fails to agree, then,
contrary to the statute, she cannot be referred for training, since the
law requires that child care must be provided as a condition to work
or training.

As a matter of fact, the regulations of the Department do not even
require that any mothers be referred for training or employment.
With this kind of laxity in the administration of the program, we can
fairly doubt whether the welfare expansion proposal before us today
can ever lead to a reduction in dependency.

To the contrary, these administrative 1ndiscretions seem to have
subordinated the 1967 Act to the desires of welfare militants who
oppose work or training for welfare recipients and have aided them
in making good on a boast to stay off the work program, in their words,
‘¥ * * il hell freezes over.”

Frankly, without a sharp change in administrative attitudes, it is
difficult to see how reenactment of the work incentive program—and
on the work-training side, that is about all H.R. 16311 proposes—-
can do more than repeat the failures of the existing law.

Members of the Committee on Finance will be most interested in
the Department’s estimate of the cost of the bill and the assumptions
on which the cost estimates are based. The committee has already
taken a preliminary look at the Department’s cost estimates and has
found what can only be considered unrealistic and contradictory as-
sumptions. Cost is going to be a significant factor in the committee’s
consideration of H.R. 16311; and for that reason, we need hard, re-
liable data. Up to now, the Department has been unable to supply it.

In an effort to provide the committee with facts about the impact
of this welfare bill, T am today directing a telegram to the Governor
of every State in the Union, asking him a series of questions about the
coverage and cost impact of the %i]l in his State. I am hopeful the
information we will learn from this primary source of welfare data
will aid us in acting intelligently on the bill.

During this hearing, and later in executive session, the committee
will also explore with the Secretary the reasons why the bill contains
significant provisions to discourage a person from work. In most cases,
a father working full time at low wages would have a lower total in-
come under the bill than if he only worked part time. In many cases.
his total income working full time at low wages would be less than his
welfare payments under the bill if he quit work entirely. Now, that’s
not an estimate—that’s a fact.
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For example, in a State with a $3,000 needs standard and payment
level for a family of four, a father in a family of four who is com-
pletely unemployed would receive $3,000 in welfare. If the father
works full time at $1.70 an hour, his earnings would total $3,636. If
his work expenses are $420, his net income would be $3,116. A famil
assistance payment of $192 provided under the bill would bring his
total net income up to $3,308. If he finds a iob at the same wage for
only 20 hours a week, his earnings would fall to $1,768. But under the
bill, his family’s welfare allowance would rise to é2,301. If his work
expenses are $210, his total net income would be $3,859—an increase of
$551 above his net income if he worked full time.

Work disincentives are a feature of the present law which we should
certainly try to remove. Unfortunately, H.R. 16311 does little more
than perpetuate and enlarge upon these work disincentives.

Just a few weeks ago, the Senate passed a bill making major im-
provements in the Federal-State unemployment compensation pro-

ms. We are now waiting for the House conferees to set a meeting
time with us so we can settle our differences and send that bill on to
the President. Among other things, that bill would create & program
of extended unemployment benefits when a worker exhausts his regu-
lar benefits.

H.R. 16311, however, undermines our unemployment insurance sys-
tem, so much so that I doubt the relationship between the two bills has
been fully analyzed by the administration. Under the family assist-
ance bill unemployment compensation would be subtracted dollar by
dollar from family assistance payments. This means that in most-cases
an unemployed father would Ketter off simply not ap}ﬂying for un-
employment compensation, but instead applying only for family as-
sistance and State supplementation. And yet the unemployment com-
pensation program is intended to be the basic program for persons
temporarily unemploIved.

is committee believes in the concept of “workfare, not welfare,”
the concept on which this bill has been advanced. We believe that the
“welfare generation” can end only when the dignity of employment is
understood by those who today must endure the indignity of welfare.
1 am hopeful that with the cooperation of the administration, we can
work together to break the welfare cycle; and in doing so, solve one
of the most perplexing domestic issues of our time.

We will include in the record at this point a copy of the committee’s
press release announcing these hearings, a colp of the bill, H.R. 16311,
and the committee print entitled “Materia {lelated to H.R. 16311”
which was prepared by the staff for these hearings.

(The press release follows, The bill appears at p. 7 and the com-
mittee print at p. 107. Hearings continue on p. 158.5)



PRESS RELEASE+s

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE
April 17, 1970 UNITED STATES SENATE
2227 New Senate Office Bldg.

FAMILY ASSISTANCE PROGRAM HEARINGS
ANNOUNCED BY FINANCE COMMITTEE

Senator Russell B, Long (D,, La,), Chairman of the Committee on
Finance, announced today the Committee's plans to begin consideration of
H, R. 16311, the Family Assistance Act of 1970, The bill was passed by the
House of Repreaentatives on Thurasday, April 16, by a vote of 243 to 155,

The Chairman noted that major provisions of the bill would:

1. Authorize a famlily assistance plan providing basic
benefits to low income families with children;

2. Provide incentives for employment, and for training
to improve the capability for employment, for mema
bers of such families; and

3., Achieve greater uniformity of aged, blind and disabled
recipients under the Federal-State public assistance
programs,

Senator Long stated that as the first step in the consideration of the
bill, the Committee would receive a briefing by its staff in executive session
on Wednesday, April 22,

Public Hearingr . -- The Chairman slso announced that on Tuesday,
April 28, and Wednesday, April 29, the Committee would hear Admlnhtntlon
witnesses testifying in support of the Family Assistance Plan,

. The Honorable Robert H, Finch, Secretary of the Department of
Health, Education and Welfare, will be the lead-off witness, His testimony
will be received on Tuesday, April 28,

The Honorable George P, &hulte, Secretary of Labor, will testify
on Wednesday, April 29,

These hearings will be held in Room 2221, New Senate Office
Building, and will begin at 10:00 a, m.

Public Witnesses . =~ Senator Long said that the Committee would
hear testimony from public witnesses beginning Tuesday, May 5, and he esti-
mated the hearing would cover about two weeks, He stated that interested
groups wishing to testify on the bill should make their request to Torn Vail,
Chief Counsel of the Senate Finance Committes, 2227 New Samate Office -

Building,no later than Tuesday, Apri] 28,

¥For later press release suspending consideration of H.R. 16311, the Fmily
Assistance Act of 1970, see appendix C, page 395.



The Chairman noted that because of the nature of the bill, an unusually
large number of witnesses are expected at the hearing. For this reason, he
stated that it would be necessary to very carefully control the time allotted for
oral presentations before the Committee,

Legislative Reorganization Act . ~- In this respect, the Chairman
observed that the Legislative Reorganization Act of 1946, as amended, re-
quires all witnesses appearing before the Committees of Congress -~

"to file in advance written statements of their proposed
testimony, and to limit their oral presentations to brief sum-
maries of their argument, '

The statute also directs the staff of each Committee to prepare
digests of all testimony for the use of Committee members,

Senator Long stated that in light of this statute and in view of the
large number of witnesses who desire to appear before the Committee in the
limited time available for the hcaring, all witnesses who are scheduled to
testify must comply with the following rules:

(1) All statements must be filed with the Committee
at least two days in advance of the day on which the witness
:8 to appear, If a witness is scheduled to testify ona
Monday or a Tuesday, he must file his written statement
with the Committce by the Friday preceding his appecarance.

(2) All witnesses muat include with their written

statement a summary of the principal points included
in the statement,

(3) The written statements must be typed on letter=

size paper (not legal size) and at lcast 50 copies must be
submitted to the Committce,

(4) Witnesses are not to read their written state-

ments to the Committee, but are to confine their oral

presentation to a summary of the points included in the
statement.

Witnesses who fail to comply with these rules will forfeit their privilege to
testify,

Consolidated T estimony ., ~= The Chairman also stated that the Com-
mittee urges all witrnesses who have a cominon interest and a common position
in a provision in the family assistance plan to consolidate their testimony and
designate a single spokesman to present their common viewpoint orally to the




Committee, He stated that this procedurc would enable the Committee to
receive a wider expression of views on the total bill than it might otherwise
obtain, He praised witnesses who in the past have combined their statements
in order to conserve the time of the Committee, and he urged very strongly
that all witnesses exert a maximum effort to consolidate and coordinate their
statements, not only to conserve the time of the Committee, but also to avoid
repetitious testimony,

Staff Digests . == The Chairman emphasized that the Committee
staffs had been instructed to fully digest all statements submitted to the Com-
mittee so that every important point made by any witness wcuald be called to
the Committee's attention, He stated that these digests would be made avail-
able to the Cormunittee members each morning before the witnesses involved
actually appears before the Committee,

Written Subrnissions . =~ The Chairman observed that the Com-
mittee would be pleased to receive written statements in lieu of a request
for oral presentation, He also invited persons whom the Committee would
be unable to schedule for oral testimony to submit a written statement of their
views on the bill, He said these written statements, 5 copies of which must
be received by the Committee not later than the close of business on Friday,
May 22, 1970, would be given the same close conaideration as though the
writer had testificd orally,
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IN TIIE SENATE OF TIHHE UNITED STATES

Arri. 21, 1970

Under the order of April 20, 1970, received, considered as having been read
twice, and referred to the Conimittee on Finance

AN ACT

To authorize a famnily assistance plan providing basic benefits
to low-income families with children, to provide incentives
for employment and training to improve the capacity for
employment of members of such families, to achieve greater
uniformity of treatment of recipients under the I'ederal-State
public assistance programs and to otherwise improve such
programs, and for other purposes.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That this Act, with the following table of contents, may be

4 cited as the “Family Assistance Act of 1970”,
IT
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TITLE I—FAMILY ASSISTANCE PLAN

ESTABLISHMENT OF FAMILY ASSISTANCE PLAN

Sec. 101. Title IV of the Social Security Act (42
U.S.C. 601 ct seq.) is amended by adding after part C
the following new parts:

“PaART D—FAMILY ASSISTANCE PLAN
“APPROPRIATIONS

“Skc. 441. For the purpose of providing a basic level

of financial assistance throughout the Nation to needy

families with children, in & manner which will strengthen
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family life, encourage work training and self-support, and
enhance personal dignity, there is authorized to be appro-
priated for each fiscal year a sum sufficient to carry out this
part. '
“BLIGIBILITY FOR AND AMOUNT OF FAMILY ASSISTANCE
BENEFITS
“Eligibility
“Src. 442. (a) Each family (as defined in section
445) —
“(1) whose income, other than income excluded
pursuant to section 443 (b}, is less than—
“{A) $500 per year for each of the first two
members of the family, plus
“(B) $300 per year for each additional mem-
ber, and
“(2) whose resources, other than resources ex-
cluded pursuant to section 444, are less than $1,500,
shall, in accordance with and subject to the other provisions
of this title, be paid a family assistance benefit.
“Amount '
“(b) The family assistance benefit for a family shall

be payable at the rate of—
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“(1) $500 per year for each of the first two mem-
bers of the family, plus
“(2) $300 per year for cach additional member,
reduced by the amount of income, not excluded pursuant
to section 443 (b), of the members of the family.
“Period for Determination of Benefits

“(c) (1) A family’s cligibility for and its amount of
family assistance benefits shall he determined for each quar-
ter of a calendar yecar. Such determination shall be made on
the basis of the Secretary’s estimate of the family’s income
for such quarter, after taking into account income for a pre-
ceding period and any modifications in income which are
likely to occur on the basi+ of changes in conditions or cir-
cumstances. Eligibility for and the amount of benefits of a
family for any quarter shall be redetermined at such time or
times as may be provided by the Secretary, such redeter-
mination to be effective prospectively.

“(2) The Secretary shall by regulation prescribe the
cases in which and extent to whi(zh the amount of a family
assistance bencfit for any quarter shall be reduced by reason
of the time clapsing since the beginning of such quarter and
before the date of filing of the application for the benefit.

“(8) Thbe: Sccretary may, in accordance with regula-

tions, prescribe the cases in which and the extent to which
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income received in one period (or expenses incurred in one
period in earning income) shall, for purposes of determining
eligibility for and amount of family assistance benefits, be
considered as received (or incurred) in another period or
periods.
“Special Limits on Gross Income
“(d) The Sccretary may, in accordance with regula-
tions, prescribe the circumstances under which the gross
income from a trade or business (including farming) will be
considered sufficiently large to make such family ineligible
for such benefits.
“Puerto Rico, the Virgin Islands, and Guam
‘“(e) For special provisions applicable to Puerto Rico,
the Virgin Islands, and Guam, see section 1108 (e).
“INCOME
“Meaning of Income
“Sko, 443. (a) For purposes of this part, income means
both earned income and unearned income; and—
“(1) carned income means only—
“(A) remuncration for services performed as
an employee (as defined in section 210 (j) ), other
than remuneration to which section 209 (b}, (o),
(d), (f), or (k), or section 211, would apply; and

“(B) net earnings from self-employment. as
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defined in section 211 (without the application of

the second aud third sentences following clause (C)

of subsection (a) (9)), including earnings for serv-

ices described in paragraphs (4), (5), and (6)

of subsection (c) ; and

““(2) uncarned income means all other income,
including—

“(A) any payments rcceived as an annuity,
-pension, retirement, or disability benefit, including
veteran’s or workmen’s compensation and old-age,
survivors, and disability insurance, railroad retire-
ment, and unemployment benefits;

“(B) prizes and awards:

“(C) the proceeds of any life ihsumnce policy:

“(D) gifts (cash or otherwise), support and
alimony payments, and inheritances; and

“(E) rents, dividends, interest, and royalties.

“Exclusions From Income
“(b) In determining the income of a family there shall
be excluded—

““(1) subject to limitations (as to amount or other-
wise) prescribed by the Secretary, the earned income of
each child in the family who is, as determined by the
Secretary under regulations, 8 student regularly attend-

ing a school, college, or university, or a course of voca-
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tional or technical training designed to prepare him
for gainful employment;

“(2) (A) the total unearned income of all mem-
bers of a family in a calendar quarter which, as de-
termined in accordance with criteria prescribed by the
Secretary, is received too infrequently or irregularly to
be included, if such income so received does not exceed
$30 in such quarter, and (B) the total earned income
of all members of a family in a calendar quarter which,
as determined in accordance with such criteria, is re-
ceived too infrequently or irregularly to be included, if
such income so received does not exceed $30 in such
quarter;

“(3) an amount of earned income of a member of
the family equal to all, or such part (and according to
such schedule) as the Secretary may prescribe, of the
cost incurred by such member for ohild care which the
Secretary deems mecessary to securing or continuing in
manpower training, vocational rchabilitation, employ-
ment, or self-employment;

“(4) the first $720 per year (or proportionately
smaller amounts for shorter periods) of the total of
earncd income (not excluded by the preceding para-
graphs of this subsection) of all members of the family

plus onc-half of the remainder thereof;
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“(5) food stamps or any other assistance (except
veterans’ pensions) which is based on need and fur-
nished by any State or political subdivision of a State
or any Iederal agency, or by any private charitable
agency or organization (as determined by the Secre-
tary) ;

““(6) allowances under scction 432 (a) ;

“(7) any portion of a scholarship or fellowship
received for use in paying the cost of tuition and fees
at any educational (including technical or vocational
education) institution; and

“(8) home produce of a member of the family
utilized by the houschold for its own consumption.

“RESOURCES
“Exclusions From Resources

“SkC. 444, (a) In determining the resources of a family

there shall be excluded—

“(1) the home, houschold goods, and personal ef-
fects; and

“(2) other property which, as determined in ac-
cordance with and subject to limitations in regulations
of the Secretary, is so cssential to the family’s means of

self-support as to warrant its exclusion,
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“Disposition of Resources
“(b) The Sccretary shall preseribe regulations appli-
cable to the period or periods of time within which, and the
manner in which, various kinds of property must be dis-
posed of in order not to he included in determining a fam-
ily’s eligibility for family assistance benefits. Any portion
of the family’s benefits paid for any such period shall be
conditioned upon such disposal; and any benefits so paid
shall (at the time of the disposal) be considered over-
payments to the extent they would not have heen paid
had the disposal occurred at the heginning of the period for
which such benefits were paid.
“MEANING OF FAMILY AND CHILD
“Composition of Family
“Skc. 445. (a) Two or more individuals—
“(1) who are related by blood, marriage, or
adoption,
“(2) who are living in a place of residence main-
tained by one or more of them as his or their own home,
“(3) who are residents of the United States, and
“(4) at least onc of whom is a child who (A) is

not married to another of such individuals and
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(B) is in the care of or dependent upon another

of such individuals,
shall be regarded as a family for purposes of this part and
parts A, C, and E. A parent (of a child living in a place
of residence referred to in paragraph (2)), or a spouse of
such a parent, who is determined by the Secrctéry to be
temporarily absent from such place of residence for the
purpose of engaging in or seeking employment or self-
employment (including military service) shall nevertheless
be considered (for purposes of paragraph (2)} to be living
in such place of residence.

“Definition of Child

“(b) For purposes of this part and parts C and E, the
term ‘child’ means an individsal who is (1) under the age
of eighteen, or (2) under the age of twenty-one and (as
determined by the Secretary under regulations) a student
regularly attending a school, college, or university, or a
course of vocational or technical training designed to prepare
him for gainful employmnent,

“Determination of Family Relationships

“{¢) In determining whether au individual is related
to another individual by blood, marriage, or adoption, appro-
priate State law shall be applied.

“Income and Resources of Noucontributing Adult

“(d) For purposes of determining eligibility for and the
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amount of family assistance benefits for any family there shall
be excluded the income and resources of any individual,
other than a parent of a child (or a spouse of a parent),
which, as determined in accordance with criteria prescribed
by the Secretary, is not available to other members of the
family; and for such purposes such individual—

“{1) in the case of a child, shall be regarded as a
member of the family for purposes of determining the
family’s eligibility for such benefits but not for purposes
of determining the amount of such benelfits, and

“(2) in any other case, shall not be considered a
member of the family for any purpose.

“Recipicnts of Aid to the Aged, Blind, and

Disabled Ineligible
*(e) If an individual is recciving aid to the aged, blind,
and disabled under a State plan approved under title XVI, or
if his needs are taken into account in determining the need of
another person receiving such aid, then, for the period for
which such aid is received, such individual shall not be re-
garded as a member of a family for purposes of determining
the amount of the family assistance benefits of the family.
“IPAYMENTS AND PROCEDURES
“Payments of Benefits
“8ro. 446. (a) (1) Family assistance benefits shall be

paid at such time or times and in such installments as the
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Sccretary determines will best effectuate the purposes of this
title.

“(2) Payment of the family assistance benefit of any
family may be made to any one or more members of the
family, or, if the Sceretary deems it appropriate, to any
person, other than a member of such family, who is in-
terested in or concerned with the welfare of the family.

“(8) The Secretary may by regulation establish ranges
of incomes within which a single amount of family assistance
benefit shall apply.

“Overpayments and Underpayments

“(b) Whenever the Sccretary finds that more or less
than the correct amount of family assistance benefits has
been paid with respect to any family, proper adjustment or
recovery shall, subject to the succceding provisions of this
subsection, be made by appropriate adjustments in future
payments to the family or by recovery from or payment to
any one or more of the individuals who are or were members
thereof, The Secretary shall make such provision as he finds
appropriate in the case of payment of more than the correct
amount of benefits with rcspe.ct to a family with a view to
avoiding penalizing members of the family who were without
fault in connection with the overpayment, if adjustment or
recovery on account of such overpayment in such case would

defeat the purposes of this part, or be against equity or
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good conscience, or (because of the small amount involved)
impede efficient or effective administration of thiy part.
‘““Hearings and Review

“(0) (1) The Secretary shall provide reasonable notice
and opportunity for a hearing to any individual who is or
claims to be a member of a family and is in disagreement
with any determination under this part withlrespect to
eligibility of the family for family assistance benefits, the
number of members of the family, or the amount of the
benefits, if such individual requests a hearing on the matter
in disagreement within thirty days after notice of such deter-
mination is received. Until a determination is made on the
basis of such hearing or upon disposition of the matter
through default, withdrawal of the request by the individual,
or rovision of the initial determination by the Secretary, any
amounts which are payable {or would be payable but for the
matter in disagreement) to any individual who has been
determined to be a member of such family shall continue to
bo paid; but any amounts so paid for periods prior to such
determination or disposition shall be considered overpay-
ments to the extent they would not have been paid had such
determination or disposition occurred at the same time as
the Secretary’s initial dectermination on the matter in
disagreement.

“(2) Determination on the basis of such hearing shall be
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made within ninety days after the individual requests the
hearing as provided in paragraph (1).

“(3) The final determination of the Secretary after a
hearing under paragraph (1) shall he subject to judicial
review as provided in section 205(g) to the same extent
as the Secretary’s final determinations under section 205;
except that the determination of the Secretary after such
hearing as to any fact shall be final and conclusive and not
subject to review by any court.

“Procedures; Prohibition of Assignments

“(d) The provisions of sections 206 and 207 and sub-
sections (a), (d), (e), and (f) of scction 205 shall apply
with respect to this part to the same cxtent as they apply
in the case of title II. ’

“Applications and Furnishing of Information by Families

“(e) (1) The Sccretary shall prescribe regulations ap-
plicable to families or members thereof with respect to the
filing of applications, the furnishing of other data and mate-
rial, and the reporting of events and changes in circumstances,
as may be necessary to determine eligibility for and amount
of family assistance benefits.

“(2) In order to encourage prompt reporting of events
and changes in circumstances relevant to eligibility for or
amount of family assistance benefits, and more accurate

estimates of expected income or expenses by members of
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families for purposes of such eligibility and amount of bene-
fits, the Secretary may prescribe the cases in which and the
extent to which—
“(A) failure to so report or delay in so reporting, or
“(B) inaccuracy of information which is furnished
by the members and on which the estimates of income or
expenses for such purposes are based,
will result in treatment as overpayments of all or any
portion of payments of such benefits for the period involved.
“Furnishing of Information by Other Agencies
“(f) The head of any Federal agency shall provide
such information as the Secretary needs for purposes of
determining eligibility for or amount of family assistance
benefits, or verifying other information with 'respect thereto.
“REGISTRATION AND REFERRAL OF FAMILY MEMBERS FOR
MANPOWER SERVIOES, TRAINING, AND EMPLOYMENT
“Sro. 447. (a) Every individual who is a member of
a family which is found to be eligible for family assistance
benefits, other than a member to whom the Secretary finds
paragraph (1), (2), (8), (4), or (5) of subsection (b)
applies, shall register for manpower services, training,
and employment with the local public employment office
of the State as provided by regulations of the Secretary of

Labor. If and for so long as any such individual is found by
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the Secretary of Health, Education, and Welfare to have
failed to so register, he shall not be regarded as a
member of a family but his income which would otherwise
be counted under this part as income of a family shall be so
counted; except that if such individual is the only member
of the family other than a child, such individual shall be
regarded as a member for purposes of determination of the
family’s eligibility for family assistance benefits, but not
(except for counting his income) for purposes of determina-
tion of the amount of such benefits. No part of the family
assistance benefits of any such family may be paid to such
individual during the period for which the preceding
sentence is applicable to him; and the Secretary may, if
he deems it appropriate, provide for payment of such bene-
fits during such period to any person, other than a member
of such family, who is interested in or concerned with the
welfare of the family.

“(b) An individual shall not be required to register
pursuant to subsection (a) if the Secretary determines that
such individual is—

“(1) unable to engage in work or training by
reason of illness, incapacity, or advanced age;

“(2) a mother or other relative of a child under
the age of six who is caring for such child;

“(3) the mother or other female carctaker of a
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child, if the father or another adult male relative is in

the home and not excluded by paragraph (1), (2),

(4), or (5) of this subsection (unless the sccond sen-

tence of subsection (a), or scction 448 (a), is applicable

to him) ;
“(4) a child who is under the age of sixteen or
meets the requirements of section 445 (b) (2) ; or
“(5) one whose presence in the home on a sub-

stantially ccatinuous basis is required because of the ill-

ness or incapacity of another member of the household.
An individual who would, but for the preceding sentence,
be required to register pursuant to subsection (a), may, if
he wishes, register as provided in such subsection.

““{¢}) The Secretary shall make provision for the fur-
nishing of child care services in such cases and for so long
as he deems appropriate in the case of (1) individuals reg-
istered pursuant to subsection (a) who are, pursuant to such
registration, participating in manpower services, training, or
employment, and (2) individuals referred pursuant to sub-
section (d) who are, pursuant to such referral, participat-
ing in vocational rehabilitation,

“(d) In the case of any member of a family receiving
family assistance benefits who is not required to register
pursuant to subsection (a) because of such member’s in-

capacity, the Secretary shall make provision for referral of

44-527 0—70—pt. 1—3
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such member to the appropriate State agency administering
or supervising the admiuistration of the State plan for vo-
cational rehabilitation services approved under the Vocational
Rehabilitation Act, and (except in such cases involving per-
manent incapacity as the Secrctary may determine) for a
review not less often than quarterly of such member’s inca-
pacity and his need for and utilization of the rehabilitation
services made available to him under such plan. If and for so
long as such member is found by the Secretary to have re-
fused without good cause to accept rehabilitation services
available to him under such plan, he shall be treated as an
individual to whom subsection (a) is applicable by reason
of refusal to accept or participate in employment or training.
“DENIAL OF BENEFITS IN CASE OF REFUSAL OF MANPOWER
SERVICES, TRAINING, OR EMPLOYMENT

“Seo. 448. (a) For purposes of determining eligibility
for and amount of family assistance benefits under this part,
an individual who has registered as required under section
447 (a) shall not be regarded as a member of a family, but
his income which would otherwise be counted as income of
the family under this part shall be so counted, if and for so
long as he has been found by the Sccretary of Labor, after
reasonable notice and opportunity for hearing (which shall
be held in the same manner and subject to the same conditions

as 8 hearing under section 446 (¢) (1) and (2)), to have
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refused without good cause to participate or conunue to par-
ticipate in manpower services, training, or employment, or
to have refused without good cause to accept employment
in which he is able to engage which is offered through the
public employment offices of the State, or is otherwise offered .
by an employer if the offer of such employer is determined
by the Secretary of Labor, after notification by such em-
ployer or otherwise, to be a bona fide offer of employment;
except that if such individual is the only member of the
family othcr than a child, such individual shall be regarded
as a member of the family for purposes of determination of
the family’s ecligibility for benefits, but not (except for
counting his income) for the purposes of determination of
the amount of its benefits. No part of the family assistance
benefits of any such family may be paid to such individual
during the period for which the preceding sentence is ap-
plicable to him; and the Sceretary may, if he deems it
appropriate, provided for payment of such benefits during
such period to any person, other than a member of such
family, who is interested in or concerned with the welfare
of the family.

“(b) No family shall be denied benefits under this
part, or have its benefits under this part reduced, because

an individual who is (or would, but for subsection (a), be)
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a member of such family refuses work under any of the
following conditions:

“(1) if the position offered is vacant due directly
to a strike, lockout, or other labor dispute;

“(2) if the wages, hours, or other terms or con-
ditions of the work offcred are contrary to or less than
those prescribed by Federal, State, or local law or are
substantially less favorable to the individual than those
prevailing for similar work in the locality;

“(3) if, as a condition of being employed, the in-
dividual would le required to join a company union
or to resign from or refrain from joining any bona fide
labor organization; or

“(4) if the individual has the demonstrated capa-
city, through other available training or employment
opportunities, of sccuring work that would better enable
him to achieve self-sufliciencey.

“TRANSFER OF FUNDS FOR ON-THE-JOB
TRAINING PROGRAMS
“Src. 449. The Secretary shall, pursuant to and to the
extent provided by agreement with the Secretary of Labor,
pay to the Sccretary of Labor amounts which he estimates
would be paid as family assistance benefits under this part to

individuals participating in public or private employer com-
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pensated on-the-job training under a program of the Secre-
tary of Labor if they were not participating in such training.
Such amounts shall he available to pay the costs of such
programs.

“PART E—STA1E SUPPLEMENTATION OF FAMILY

ASSISTANCE BENEFITS
“PAYMENTS UNDER TITLES IV, V, XVI, AND XIX
CONDITIONED ON SUPPLEMENTATION

“Skc. 451. In order for a State to be eligible for pay-
ments pursuant to title V, XVI, or XIX, or part A or B
of this title, with respect to expenditures for any quarter
heginning on or after the date this part becomes effective
with respect to such State, it must have in effect an agree-
ment with the Secretary under which it will make supple-
mentary payments, as provided in this part, to any family
other than a family in which both parents of the child or
children are present, neither parent is incapacitated, and the
male parent is not unemployed.
“ELIGIBILITY FOR AND AMOUNT OF SUPPLEMENTARY

PAYMENTS

“Sro. 452. (a) Eligibility for and amount of supple-
mentary payments under the agreement with any State under
this part shall, subject to the succeeding provisions of this

section, be determined by application of the provisions of,
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and rules and regulations under, sections 442 (a) (2}, (c),
and (d), 443 (a), 444, 445, 446 (to the extent the Secre-
tary deems appropriate), 447, and 448, and by application
of the standard for determining need under the plan of such
State as in effect for January 1970 (whioh standard complies
with the requirements for approval under part A as in effect
for such month) or, if lower, a standard equal to the applicable
poverty level determined pursuant to section 453 (¢) and in
effect at the time of such payments, or such higher standard
of need as the State may apply, with the resulting amount
reduced by the family assistance benefit payable under part
D and further reduced by any other income (earned or un-
earned) not excluded under section 443 (b) (oxcept para-
graph (4) thereof) or under subsection (b) of this section;
but in making such determination the State may impose lim-
itations on the amount of aid paid to the extent that such limi-
tations (in combination with other provisions of the plan) are
no more stringent in result than those imposed under the plan
of such State as in effect for such month. In the case of any
State which provides for meeting less than 100 per centum of
its standard of need or provides for considering less than 100
per centum of requirements in determining need, the Sccre-
tary shall prescribe by regulation the method or methods for
achieving as nearly as possible the results provided for under

the foregoing provisions of this subsection.
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1 “(b) For purposes of determining eligibility for and
2 amount of supplementary payments to a family for any period
3 pursuant to an agreement under this part, in the case of earned
4 income to which paragraph (4) of section 443 (b) applies,

5 there shall be disregarded $720 per year (or proportionately

6 smaller amounts for shorter periods), plus—

Ll (1) one-third of the portion of the remainder of
8 earnings which does not exceed twice the amount of the
9 family assistance benefits that would be payable to the
10 family if it had no income, plus

1 (2) one-fifth (or more if the Secretary by regula-
12 tion so prescribes) of the balance of the earnings.

I3 For special provisions applicable to Puerto Rico, the Virgin

14 TIslands, and Guam, see section 1108 (e) .

15 “{c) The agreement with a State under this part shall—
16 ‘(1) provide that it shall be in effect in all political
17 subdivisions of the State;

18 “(2) provide for the establishment or designation
19 of a single State agency to carry out or supervise the
20 carrying out of the agrcemcnt in the State;

21 “(3) provide for granting an opportunity for a fair
22 hearing before the State agency carrying out the agree-
23 ment to any individnal whose claim for supplementary
24 payments is denied or is not acted upon with reasonable

25 promptness;
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*“(4) provide (A) such methods of administration
(including methods relating to the establishment and
maintenance of personnel standards on a merit basis, ex-
copt that the Secretary shall exercise no authority with
respect to the selection, tenure of office, and compensa-
tion of any individual employed in accordance with
such methods) as are found by the Secretary to be
necessary for the proper and efficient operation of the
agreement in the State, and (B) for the training and
effective use of paid subprofessional staff, with par-
ticular emphasis on the full- or part-time employment of
recipients of supplementary payments and other persons
of low income, as community services aides, in carrying
out the agreement and for the use of nonpaid or partially
paid volunteers in a social service volunteer program
in providing services to applicants for and recipients of
supplementary payments and in assisting any advisory
committees established by the State agency;

“(5) provide that the State agency carrying out
the agreement will make such reports, in such form and
containing such information, as the Secretary may from
time to time require, and comply with such provisions
as the Secretary may from time to time find necessary
to assuro the correctness and verification of such reports;

‘“(6) provide safeguards which restrict the use or
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disclosure of information concerning applicants for and
recipients of supplementary payments to purposes di-
rectly connected with the administration of this title;
and

“(7) provide that all individuals wishing to make
application for supplementary payments shall have op-
portunity to do so, and that supplementary payments
shall be furnished with reasonable promptness to all
eligible individuals.

“PAYMENTS TO STATES

“Src. 453. (a) (1) The Secretary shall pay to any

State which has in effect an agreement under this part, for
each fiscal year, an amount equal to 30 per centum of the
total amount expended during such year pursuant to its
agrecment as supplementary payments to families other than
families in which both parents of the child or children are
present, neither parent is incapacitated, and the male parent
is not unemployed, not counting so much of the supple-
mentary payment made to any family as excceds the amount

by which (with respect to the period involved) —

“(A) the family assistance benefit payable to such
family under part D, plus any income of such family
(earned or uncarned) not disregarded in determining

the amount of such supplementary payment, is less than
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“(B) the applicable poverty lovel as promulgated

and in effect under subsection (c).

“(2) The Secretary shall also pay to each such State
an amount equal to 50 per centum of its administrative costs
found necessary by the Secretary for carrying out its agree-
ment,

“(b) Payments under subsection (a) shall be made at
such time or times, in advance or by way of reimbursement,
and in such installments as the Secretary may detennine;
and shall be made on such conditions as may be necessary
to assure the carrying out of the purposes of this title.

“(c) (1) For purposes of this part, the ‘poverty level’
for a family group of any given size shall be the amount
shown for a family group of such size in the following table,

adjusted as provided in paragraph (2):

“FAMILY BIZE: BASIC AMOUNT
L (TP $1, 920
IO e e cmm e 2,460
Three oo 2, 940
FOUT s 3,720
Five oo et 4,440
S 5. OO SR 4,980
Seven or more - . o e e ccceeeeeee 6, 120

“(2) Betwcen July 1 and September 830 of each year,
beginning with 1970, the Sccretary (A) shall adjust the
amount shown for each size of family group in the table in
paragraph (1) by increasing such amount by the percent-

age by which the average level of the price index for the
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months in the calendar quarter beginning April 1 of such
year exceeds the average level of the price index for months
in 1969, and (B) shall thereupon promulgate the amounts
so adjusted as the poverty levels for family groups of various
sizes which shall be conclusive for purposes of this part for
the fiscal year beginning July 1 next suoceeding such
promulgation,

“(8) As used in this subsection, the term ‘price index’
means the Consumer Price Index (all items—United States
city average) published monthly by the Bureau of Labor
Statistios.

“FAILURE BY STATE TO COMPLY WITH AGREEMBNT

“Spc. 454, If the Secretary, after reasonable notice and
opportunity for hearing to a State with which he has an
agreement under this part, finds that such State is failing to
comply therewith, he shall withhold all, or such portion as he
deems appropriate, of the payments to which such State is
otherwise entitled under this part or part A or B of this title
or under title V, XVI, or XIX; but the amounts so with-
held from payments under such part A or B or under title
V, XVI, or XIX shall be deemed to have been paid to the
State under such part or title. Such withholding shall be
effected at such time or times and in such installments as the

Secretary may deem appropriate.
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“PART F—ADMINISTRATION
“AGREEMENTS WITH STATES

“SEc. 461. (a) The Secretary may enter into an agree-
ment with any State under which the Secretary will make,
on behalf of the State, the supplementary payments provided
for under part E, or will perform such other functions
of the State in connection with such payments as may be
agreed upon, or both. In any such case, the agreement shall
also (1) provide for payment by the State to the Secretary
of an arount equal to the supplementary payments the State
would otherwise make pursuant to part E, less any payments
which would be made to the State under section 453 () , and
(2) at the request of the State, provide for joint audit of pay-
ments under the agreement.

“(b) The Secretary may also enter into an agreement
with any State under which such State will make, on behalf
of the Secretary, the family assistance benefit payments
provided for_under part D with respect to all or specified
families in the State who are eligible for such benefits or will
perform such other functions in connection with the adminis-
tration of part D as may be agreed upon. The cost of carry-
ing out any such agreement shall be paid to the State by the
Secretary in advance or by way of reimbursement and in

such installments as may be agreed upon.
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“PENALTIES FOR FRAUD

“Skc. 462. The provisions of section 208, other than
paragraph (a), shall apply with respect to benefits under
part D and allowances under part C, of this title, to the same
extent as they apply to payments under title 11.

“REPORT, EVALUATION, RESEARCH AND DEMONSTRATIONS,
AND TRAINING AND TECHNICAL ASSISTANCE

“SkC. 463. (a) The Secretary shall make an annual re-
port to the President and the Congress on the operation and
administration of parts D and E, including an evaluation
thereof in carrying out the purposes of such parts and recom-
mendations with respect thereto. The Secretary is authorized
to conduct evaluations directly or by grants or contracts of
the programs authorized by such parts.

“(b) The Secretary is authorized to conduct, directly or
by grants or contracts, research into or demonstrations of
ways of better providing financial assistance to needy per-
sons or of better carrying out the purposes of part D, and
in so doing to waive any requirements or limitations in such
part with respect to eligibility for or amount of family
assistance benefits for such family, members of families, or
groups thereof as he deems appropriate.

“(c) The Secretary is authorized to provide such
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technical assistance to States, and to provide, directly or
through grants or contracts, for such training of personnel
of States, as he decms appropriate to assist them in more
efficiently and effectively carrying out their agreements
under this part and part E.

“(d) In addition to funds otherwise available therefor,
such portion of any appropriation to carry out part D or E
as the Secretary may determine, but not in excess of $20,-
000,000 in any fiscal year, shall be available to him to carry
out this section.

“OBLIGATION OF DESERTING PARENTS

“SE0. 464. In any case where an individual has de-
serted or abandoned his spouse or his child or children and
such spouse or any such child (during the period of such
desertion or abandonment) is a member of a family receiv-
ing family assistance benefits under part D or supplementary
payments under part E, such individual shall be obligated
to the United States in an amount equal to—

““(1) the total amount of the family assistance bene-
fits paid to such family during such period with respect
to su-h spouse and child or éhildren, plus the amount paid
by the Secretary under section 453 on account of the
supplementary payments made to such family during
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such period with respect to such spouse and child or chil-
dren, reduced by
““(2) any amount actually paid by such individual
to or for the support and maintenance of such spouse
and child or children during such period, if and to the
extent that such amount is excluded in determining the
amount of such family assistance benefits;
except that in any case where an order for the support and
maintenance of such spouse or any such child has been
issued by a court of competent jurisdiction, the obligation of
such individual under this subsection (with respect to such
spouse or child) for any period shall not exceed the amount
specified in such order less any amount actually paid by such
individual (to or for the support and maintenance of such
spouse or child) during such period. The amount due the
United States under such obligation shall be collected (to the
extent that the claim of the United States therefor is not other-
wise satisfied), in such manner as may be specified by the
Secretary, from any amounts ;)therwise due him or becoming
due him at any time from any officer or agency of the United
States or under any Federal program. Amounts collected under
the preceding sentence shall be deposited in the Treasury as

miscellaneous receipts.
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“TREATMENT OF FAMILY ASSISTANCE BENEFITS AS INCOME
FOR FOOD STAMP PURPOSES

“Sec. 465. Family assistance benefits paid under this
title shall be taken into consideration for the purpose of de-
termining the entitlement of any household to.purchase food
stamps, and the cost thereof, under the food stamp program
conducted under the Food Stamp Act of 1964.”
MANPOWER SERVICES, TRAINING, EMPLOYMENT, CHILD

OARE, AND SUPPORTIVE SERVICES PROGRAMS

Sec. 102. Part C of title IV of the Social Security Act
(42 U.S.C. 630 et seq.) is amended to read as follows:
“PART O—MANPOWER SERVICES, TRAINING, EMPLOY-

MENT, CHILD CARE, AND SUPPORTIVE SERVICES Pro-

GRAMS FOR RECIPIENTS OF FAMILY ASSISTANCE

BENEFITS OR SUPPLEMENTARY PAYMENTS

“PURPOSE

“Skc. 430. The purpose of this part is to authorize pro-
vision, for individuals who are members of a family receiving
benefits under part D or supplementary payments pursuant
to part E, of manpower services, training, employment,
child care, and related supportive services necessary to train
such individuals, prepare them for employment, and other-
Wwise assist them in securing and retaining regular employment
and having the opportunity for advancement in employment,

to the end that needy families with children will be restored
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to self-supporting, independent, and useful roles in their
communities.
“OPERATION OF MANPOWER SERVICES, TRAINING, AND
EMPLOYMENT PROGRAMS

“Sec. 431. (a) The Secretary of Labor shall, for each
person registered pursuant to part D, in accordance with
priorities prescribed by him, develop or assure the develop-
ment of an employability plan describing the manpower
services, training, and employment which the Secretary of
Labor determines each person needs in order to enable him
to become self-supporting and secure and retain employment
and opportunities for advancement.

“(b) The Secretary of Labor shall, in accordance with
the provisions of this part, establish and assure the provision
of manpower services, training, and employment programs
in each State for persons registered pursuant to part D or
receiving supplementary payments pursuant to part E.

“(c) The Secretary of Labor shall, through such pro-
grams, provide or assure the provision of manpower services,
training, and employment and opportunities necessary to
prepare such persons for and place them in regular employ-
ment, including—

“{1) any of such services, training, employment,
and opportunities which the Secretary of Labor is author-

ized to provide under any other Act;

44-527 0—70—pt. 1—4
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“(2) ocounseling, testing, coaching, program orienta-
tion, institutional and on-the-job training, work experi-
enoce, upgrading, job development, job placement, and
follow up services required to assist in securing and re-
taining employment and opportunities for advancement;
“(8) relocation assistance (including grants, loans,
and the furnishing of such services as will aia 21 involun-
tarily unemployed individual who desires to relocate to do

80 in an area where there is assurance of regular suitable

employment, offered through the public employment of-

fices of the State in such area, which will lead to the
earning of income sufficient to make such individual and
his family ineligible for benefits under part D and supple-
mentary payments under part E) ; and

““(4) special work projects.

‘“(d) (1) For purposes of subsection (c) (4), a ‘special
work project’ is a project (meeting the requirements of this
subsection) which consists of the performance of work in the
public interest through grants to or contracts with public or
nonprofit private agencies or organizations.

“(2) No wage rates provided under any special work
project shall be lower than the applicable minimum wage for
the particular work concerned.

“(3) Before entering into any special work project

under a program established as provided in subsection (b),
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1 the Secretary of Labor shall have reasonable assurances
2 that—
3 “(A) appropriate standards for the health, safety, ,
4 and other conditions applicable to the performance of
5 work and training on such project are established and
6 will be maintained,
g “(B) such project will not result in the displace-
8 ment of smployed workers,
9 “(C) with respect to such project the conditions of
10 work, training, education, and employment are reason-
1 able in the light of such factors as the type of work, geo-
12 graphical region, and proficiency of the participant,
13 “(D) appropriate workmen’s compensation pro-
14 tection is provided to all participants, and
15 “(E) such project will improve the employability
16 of the participants.
17 “(4) With respect to individuals who are participants
18 in special work projects under programs established as pro-

19 vided in subsection (b), the Secretary of Labor shall period-
20 jcally (at least once cvery six months) review the employ-
21 ment record of each such individual while on the special work
22 project and on the basis of such record and such other infor-
23 mation as he may acquire determine whether it would be
24 feasible to place such individual in regular employment or in

25 on-the-job, institutional, or other training.
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“ALLOWANCES FOR INDIVIDUALS UNDERGOING TRAINING

“Skc. 432. (a) (1) The Secretary of Labor shall pay to
each individual who is a member of a family and is partici-
pating in manpower training under this part an incentive
allowance of $30 per month. If one or more members of a
family are receiving training for which training allowances
are payable under section 203 of the Manpower Development
and Training Act and meet the other requirements under
such section (except subsection (1) (1) thereof) for the re-
ceipt of allowances which would be in excess of the sum of
the family assistance benefit under part D and supplementary
payments pursuant to part Ii payable with respect to such
month to the family, the total of the incentive allowances per
month under this section for such members shall be equal to
the greater of (1) the amount of such excess or, if lower,
the amount of the excess of the training allowances which
would be payable under such section 203 as in effect on
March 1, 1970, over the sum of such family assistance bene-
fit and such supplementary paymentc, and (2) $30 for each
such member.

““(2) The Secretary of Labor shall, in accordance with
regulations, also pay, to any member of a family participat-
ing in manpower training under this part, allowances for
transportation and other costs to hin which are necessary to

and directly related to his participation in training.
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““(3) The Secretary of Labor shall by regulation provide
for such smaller allowances under this subsection as he deems
appropriate for individuals in Puerto Rico, the Virgin Is-
lands, and Guam,

“(b) Allowances under this section shall be in lieu of
allowances provided for participants in manpower training
programs under any other Act.

“(c) Subsection (a) shall not apply to any member
of a family who is participating in a program of the Sec-
retary of Labor providing public or private employer com-
pensated on-the-job training.

“UTILIZATION OF OTHER PROGRAMS

“Sec. 433. In providing the manpower training and
employment services and opportunities required by this part
the Secretary of Labor, to the maximum extent feasible, shall
assure that such secrvices and opportunities are provided in
such manner, through such means, and using all authority
available to him under any other Act (and subject to all
duties and responsibilities thereunder) as will further the
establishment of an integrated and comprehensive manpower

training program involving all sectors of the economy and all

levels of government and as will make maximum use of exist-
ing manpower and manpower related programs and agencies.
To such end the Sccretary of Labor may use the funds appro-

priated to him under this part to provide the programs
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required by this part through such other Act, to the same
extent and under the same conditions as if appropriated under
such other Act and in making use of the programs of other
Federal, State, or local agencies, public or private, the Sec-
retary may reimburse such agencies for services rendered to
persons under this part to the extent such services and oppor-
tunities are not otherwise available on a nonreimbursable
basis.
“RULES AND REGULATIONS

“Sec. 434. The Secretary of Labor may issue such rules
and regulations as he finds necessary to carry out his respon-
sibilities under this part.

‘“APPROPRIATIONS; NONFEDERAL SHARE

“SEc. 435, (a) There is authorized to be appropriated to
the Secretary of Labor for each fiscal year a sum sufficient
for carrying out the purposes of this part (other than sections
436 and 437), including payment of not to exceed 90 per
centum of the cost of manpower services, training, and
employment and opportunities provided for individuals reg-
istered pursuant to section 447. The Secrctary of Labor shall
establish criteria to achieve an equitable apportionment
among the States of Federal expenditures for carrying out
the programs authorized by section 431. In developing these
criteria the Secretary of Labor shall consider the number of

registrations under section 447 and other relevant factors.
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“(b) If a non-Federal contribution of 10 per centum of
the cost specified in subsection (a) is not made in any State
(as required by section 402 (a) (13)), the Secretary of
Health, Education, and Welfare may withhold any action
under section 404 on account thereof and if he does so he
shall instead, after reasonable notice and opportunity for
hearing to the appropriate State agency or agencies, with-
hold any payments to be made to the State under sections
403 (a), 453, 1604, and 1903 (a) until the amount so with-
held (including any amounts contributed by the State pursu-
ant to the requirement in section 402 (a) (13)) equals 10
per centum of such costs. Such withholding shall remain
in effect until such time as the Secretary of Labor has assur-
ances from the State that such 10 per centum will be contrib-
uted as required by section 402 (a) (13). Amounts so with-
held shall be deemed to have been paid to the State under
such sections and shall be paid by the Secretary of Health, ‘
Education, and Welfare to the Secretary of Labor.

‘““OHILD OCARE

“8ro. 436. (a) (1) For the pw rse of assuring that
individuals receiving benefits under par’i D or supplementary
payments pursuant to part E will not be prevented from
participating in training or employment by the unavail-
ability of appropriate child care, there are authorized to

be appropriated for each fiscal year such sums as may be
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necessary to cnable the Secretary of Health, Education,
and Welfare to make grants to any public or nonprofit private
agency or organization, and contracts with any public or
private agency or organization, for part or all of the cost nf
projects for the provision of child care, including necessary
transportation and alteration, remodeling, and renovation
of facilities, which may be necessary or appropriate in order
to better cnable an individual who has heen registered pur-
suant to part I or is receiving supplementary payments
pursuant to part E to undertake or continue manpower
training or employment under this part, or to enable an
individual who has been referred pursuant to section 447
(d) to participate in vocational rehabilitation, or to enable a
member of a family which is or has been (within such pe-
riod of time as the Secretary may preseribe) eligible for hene-
fits under such part D or payments pursuant to such part E
to undertake or continue manpower training or employment
under this part; or, with respeet to the period prior to the
date when part D becomes effective for a State, to better
cnable an individual who is recciving aid to families with
dependent children, or whose needs are taken into account in
determining the need of any one claiming or recciving such
aid, to participate in manpower training or employment,

“(2) Such grants or contracts for the provision of

child care in any area may be made dircctly, or through
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grants to any public or nonprofit private agency which is
designated by the appropriate elected or appointed official or
officials in such area and which demonstrates a capacity to
work effectively with the manpower agency in such area (in-
cluding provision for the stationing of personnel with the
manpower team in appropriate cases). To the extent appro-
priate, such care for children attending school which is pro-
vided on a group or institutional basis shall be provided
through arrangements with the appropriate local educational
agency.

“(3) Such projeets shall provide for various types of
child care needed in the light of the different circumstances
and needs of the children involved.

“(b) Such sums shall also be available to cnable the
Secrctary of Health, Education, and Welfare to make grants
to any public or nonprofit private agency or organization,
and contracts with any public or private agency or orga-
nization, for evaluation, training of personnel, technical
assistance, or research or demonstration projects to determine
more effective methods of providing any such care.

“(e) The Sceretary of Icalth, Education, and Welfare
may provide, in any case in which a family is able to pay
for part or all of the cost of child care provided under a

project assisted under this scetion, for payment by the family
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of such fees for the care as may be reasonable in the light of
such ability.
“SUPPORTIVE SERVICES
“Sk0. 437. (a) No payments shall be made to any State
under title V, XVI, or XIX, or part A or B of this title,
with respect to expenditures for any calendar quarter begin-

ning on or after the date part D becomes effective with re-

_spect to such State, unless it has in effect an agreement with

the Secretary of Health, Education, an1 Welfare under
which it will provide health, vocational rehabilitation, coun-
seling, social, and other supportive services which the Sec-
retary under regulations determines to be necessary to per-
mit an individual who has been registered pursuant to part
D or is receiving supplementary payments pursuant to part
E to undertake or continue manpower training and employ-
ment under this part.

“(b) Services under such an agreement shall be pro-
vided in close cooperation with manpower training and em-
ployment services provided under this part.

“(c) The Secretary of Health, Education, and Welfare
shall from time to time, in such installments and on such con-
ditions as he deems appropriate, pay to any State with which
he has an agreement pursuant to subsection (a) up to 90
per centum of the cost of such State of carrying out such

agreement. There are authorized to be appropriated for cach
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fiscal year such sums as may be necessary to carry out this
section.
““ADVANCE FUNDING

“Spo. 438. (a) For the purpose of affording adequate
notice of funding available under this part, appropriations
for grants, contracts, or other payments with respect to indi-
viduals registered pursuant to section 447 are authorized to
be included in the appropriation Act for the fiscal year
preceding the fiscal year for which they are available for
obligation.

“(b) In order to effect a transition to the advance fund-
ing method of timing appropriation action, subsection (a)
shall apply notwithstanding that its initial application will
result in enactment in the same year (whether in the same
appropriation Act or otherwise) of two separate appropria-
tions, one for the then current fiscal year and one for the
suoceeding fiscal year.
“EVALUATION AND RESEARCH; REPORTS TO CONGRESS

“Sec. 439. (a) (1) The Secretary shall (jointly with
the Secretary of Health, Education, and Welfare) provide
for the continuing evaluation of the manpower training and
employment programs provided under this part, including
their effectiveness in achieving stated goals and their impact

on other related programs. The Secretary may conduct re-
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search regarding, and demonstrations of, ways to improve
the effectiveness of the manpower training and employment
programs so provided and may also conduct demonstrations
of improved training techniques for upgrading the skills of
the working poor. The Secretary may, for these purposes,
contract for independent evaluations of and research regard-
ing such programs or individual projects under such pro-
grams, and establish a data collection, processing, and
retrieval system.

“(2) There are authorized to be appropriated such
sums, not exceeding $15,000,000 for any fiscal year, as
may be necessary to carry out paragraph (1).

“{b) On or before September 1 following each fiscal year
in which part D is effective with respect to any State—

“(1) the Secretary shall report to the Congress on
the manpower training and employment programs pro-
vided under this part in such fiscal year, and

“(2) the Secretary of Health, Education, and Wel-
fare shall report to the Congress on the child care and
supportive services provided under this part in such fiscal

year.”
CONFORMING AMENDMENTS RELATING TO ASSISTANCE

FOR NEEDY FAMILIES WITH CHILDREN

Seo. 103. (a) Section 401 of the Social Security Act
(42 U.S.C. 601) is amended—
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(1) by striking out “financial assistance and” in
the first sentence; and
(2) by striking out “aid and” in the second sen-
tence.

(b) (1) Subsection (a) of section 402 of such Act (42

U.8.0. 602) is amended—

(A) by striking out “aid and” in the matter pre-
ceding clause (1) ;

(B) by inserting, before “provide” at the be-
ginning of clause (1), “except to the extent permitted
by the Beoretary,”;

(O) by striking out clause (4);

(D) (i) by striking out “recipients and other
persons” in clause (5) (B) and inserting in lieu thereof
“persons”, and

(ii) by striking out “providing services to ap-
plicants and recipients” in such clause and inserting in
lien thereof “providing services under the plan”;

(E) by striking out clauses (7) and (8);

(F) by striking out “aid to families with dependent
children” in clause (9) and inserting in lieu thereof
“the plan”;

(G) by striking out clauses (10), (11), and (12);

(H) (i) by striking out “‘section 406 (d) ” in clanse
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(14) and inserting in lieu thereof “section 405 (c)”,

(ii) by striking out “for each child and relative
who receives aid to families with dependent children, and
each appropriate individual (living in the same home as
a relative and child receiving suoh aid whose needs
are taken into account in making the determination
under clause (7))” in such clause and inserting in lien
thereof “for each member of a family receiving assist-
ance to needy families with children, each appropriate
individual (living in the same home as such family)
whose needs would be taken into account in determining
the need of any such member under the State plan (ap-
proved under this part) as in cffect prior to the enact-
ment of part D, and each individual who would have
been eligible to receive aid to families with dependent
children under such plan”, and

(iii) by striking out “‘such child, relative, and in-
dividual” each place it appears in such clause and insert-
ing in lieu thereof “such member or individual”;

(I) by striking out clause (15) and inserting in
lieu thereof the following: “(15) (A) provide for the
development of a program, for appropriate members
of such families and such other individuals, for prevent-
ing or reducing the incidence of births out of wedlock

and otherwise strengthening family life, and for imple-
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menting such program by assuring that in all appropriate

" cases family planning services are offered to them, but

acceptance of family planning services provided under
the plan shall be voluntary on the part of such members
and individuals and shall not be a prerequisite to eligi-
bility for or the receipt of any other service under the
plan; and (B) to the extent that services provided
under this clause or clause (8) are furnished
by the staff of the State agency or the local agency
administering the State plan in each of the political
subdivisions of the State, for the establishment of a
single organizational unit in such State or local agency,
as the case may be, responsible for the furnishing of such
services;”’

(J) by striking out “aid” in clause (16) and
inserting in licu thereof “assistance to needy families
with children”;

(K) (i) by striking out ‘“‘aid to families with de-
pendent children” in clause (17) (A) (i) and inserting
in lieu thereof “assistance to needy families with chil-
dren”,

(ii) by striking out “aid” in clause (17) (A) (ii)
and inserting in lieu thereof “assistance”, and

(iii) by striking out “and” at the end Jf clause
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(i), and adding after clause (ii) the following new
clause:

“(iii) in the case of any parent (of a child
referred to in clause (ii)) receiving such assistance
who has been deserted or abandoned by his or her
spouse, to secure support for such parent from such
spouse {or from any other person legally liable
for such support), utilizing any reciprocal arrange-
ments adopted with other States to obtain or enforce
court orders for support, and”;

(L) by striking out “clause (17) (A)” in clause
(18) and inserting in lieu thereof “‘clause (11) (A)”;

(M) by striking out clause (19) and inscrting in
lieu thereof the following: “(19) provide for arrange-
ments to assure that there will be made a non-Federal
contribution to the cost of manpower services, training,
and employment and opportunities provided for indivi-
duals registered pursuant to section 447, in cash or kind,
equal to 10 per centum of such cost;”;

(N) by striking out “aid to families with depend-
ent children in the form of foster care in accordance
with section 408” in clause (20) and inserting in lieu
thereof “‘payments for foster care in accordance with
section 406”';

(0) (i) by striking out “of each parent of a
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1 dependent child or children with respect to whom aid
2 is being provided under the State plan” in clause (21)
3 (A) and inserting in lieu thereof “‘of each person who
4 is the parent of a child or children with respect to
5 whomn assistance to needy familics with children or
6 foster care is being provided or is the spouse of the
U parent of such a child or children”,
8 (i) by striking out “such child or children” in
9 clause (21) (A) (i) and inserting in licu thereof “‘such
10 child or children or such parent”,
1 (ili) by striking out “‘such parent” each place it
12 appears in clause (21) (B) and inserting in licu thereof
13 “such person”, and
14 {iv) by striking out “section 410;” in clause (21)
15 (C) and inserting in lieu thereof “‘scction 408; and”;
16 (P) (i) by striking out “a parent” each place it
17 appears in clause (22) and inserting in lieu thereof “a
18 person”,
19 (ii) by striking out “s child or children of such
20 parent” cach place it appears in such clause and inserting
21 in lieu thereof “the spouse or a child or children of such
22 person”,
23 (iii) by striking out “against such parent” in such
A clause and inserting in lien thercof “against such per-
25

son”, and

44-527 0—70—pt. 1——B8
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(iv) by striking out “aid is being provided under
the plan of such other State” each place it appears in
such clause and inserting in lieu thereof ‘‘assistance to
necedy families with children or foster care payments are
being provided in such other State”; and

(Q) by striking out *“; and (23)” and all that
follows and inserting in lieu thereof a period.

(2) Clauses (5), (6), (9), (13), (14), (15), (16),
(17), (18), (19), (20), (21), and (22) of section 402
(a) of such Act, as amended by paragraph (1) of this
subsection, are redesignated as clauses (4) through (16),
respectively.

(o) Section 402 (b) of such Act is amended to read as
follows: '

“(b) The Secretary shall approve any plan which ful-
fills the conditions specified in subsection (a), except that
he shall not approve any plan which imposes, as a condition
of eligibility for services under it, any residence rejuirement
which denies services or foster care payments with respect
to any individual residing in the State.”

(d) Section 402 of such Act is further amended by
striking out subsection (c).

(e) (1) Subscction (a) of section 403 of such Act (42
U.8.C. 603) is amended—

(A) by striking out “aid and services” and insert-
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ing in lieu thereof “services” in the matter preceding
paragraph (1) ;

(B) by striking out paragraph (1) and inserting in
licu thereof the following:

“(1) an amount equal to the sum of the following
proportions of the total amounts expended during such
quarter as payments for foster care in accordance with
section 406—

“(A) five-sixths of such expenditures, not
counting so much of any expenditures with respect
to any month as exceeds the product of $18 multi-
plied by the number of children receiving such
foster care in such month; plus

“(B) the Federal percentage of the amount
by which such expenditures exceed the maximum
which may be counted under subparagraph (A),
not counting so much of any expenditures with
respect to any month as exceeds the product of
$100 multiplied by the number of children receiv-
ing such foster care for such month;”;

(C) by striking out paragraph (2) ;

(D) (i) by striking out “in the case of any State,”
in the matter preceding subparagraph (A) in para-
graph (3),

(ii) by striking out “‘or relative who is receiving aid
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under the plan, or to any other individual (living in the
same home as such relative and child) whose needs
are taken into account in making the determination
under clause (7) of such scction” in clause (i) of sub-
paragraph (A) of such paragraph and inserting in lien
thereof “‘receiving foster care or any member of a family
receiving assistance to needy families with children
or to any other individual (living in the same home
as such family) whose needs would be taken into ac-
count in determining the need of any such member
under the State plan approved under this part as in
effect prior to the enactment of part D”,

(ili) by striking out “child or relative who is apply-
ing for aid to families with dependent children or” in
clause (ii) of subparagraph (A) of such paragraph
and inserting in lieu thereof “member of a family”,

(iv) by striking out “likely to become an applicant
for or recipient of such aid” in clause (ii) of subpara-
graph (A) of such paragraph and inserting in lieu
thereof “likely to become eligible to receive such
assistance”, and

(v) by striking 01;t ““(14) and (15)” each place it
appears in subparagraph (A) of such paragraph and
inserting in lieu thereof “(8) and (9)”;

(E) by striking out all that follows “permitted”
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in the last sentence of such paragraph and inserting in

lieu thereof “by the Secretary; and”;

(F) by striking out “in the <fise of any State,” in

the matter preceding/sxb ragraph (A) in paragraph
(5) H /"///
L

(@) by striking out “section 408 (e)” each place
it appears in paragraph (5) and inserting in lien thereof
“section 405(d)”; and

(H) by striking out the sentences following para-
graph (5).
(2) Paragraphs (3) and (5) of section 403 (a) of

such Act, as amended by paragraph (1) of this subsection,
are redesignated as paragraphs (2) and (3), respectively.

(f) Section 403 (b) of such Act is amended—

(1) by striking out “(B) records showing the
number of dependent children in the State, and (C)”
in paragraph (1) and inserting in lieu thereof ‘“‘and
(B)”; and

(2) by striking out “ (A)” in paragraph (2), and
by striking out “, and (B)” and all that follows in such
paragraph and inserting in lieu thereof a period.

(g) Section 404 of such Act (42 U.S.C. 604) is

amended—

(1) by striking out “ (a) In the case of any State
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plan for aid and services” and inserting in lieu thereof
“In the case of any State plan for services”; and
(2) by striking out subsection (b).

(h) Section 405 of such Act (42 U.S.C. 605) i
repealed.

(i) Section 406 of suich Act (42 U.S.C. 606) is redes-
ignated as section 405, and as so redesignated is amended—

(1) by striking out subsections (a) and (b) and
inserting in lien thereof the following:

“(a) The term ‘child’ means a child as defined in sec-
tion 445 (b).

“(b) The term ‘needy families with children’ means
families who are receiving family assistance benefits under
part D and who (1) are receiving supplementary payments
under part E, or (2) would be eligible to receive aid to faro-
ilies with dependent children, under a State plan (approved
under this part) as in effect prior to the enactment of part D,
if the State plan had continued in effect and if it included
assistance to dependent children of unemployed fathers pur-
suant to section 407 as it was in effect prior to such enact-
ment; and ‘assistance to needy families with children’ means
family assistance benefits under such part D, paid to such
families.” ;

(2) by striking out subsection (c) and redesignat-
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ing subsections (d) and (e) as subsections (o) and
(d), respectively;

(3) (A) by striking out “living with any of the
relatives specified in subsection (a) (1) in a place of
residence maintained by one or more of such relatives
as his or their own home” in paragraph (1) of subsec-
tion {d) as so redesignated and inserting in lien thereof
“a member of a family (as defined in section 445 (a) ) ”,
and

(B) by striking out “because such child or rela-
tive refused” and inserting in lieu thereof “because such
child or another member of such family refused”.

(i) Section 407 of such Act (42 U.S.C. 607) is

repealed.

(k) Section 408 of such Act (42 U.S.C. 608) is re-

16 designated as section 406, and as so redesignated is

17
18
19
20
21
22
23
24

amended—

(1) by striking out everything (including the head-
ing) which precedes paragraph (1) of subsection (b)
and inserting in lieu thereof the following:
“FOSTER CARE
“Sro. 406. For purposes of this part—
“(a) ‘foster care’ shall include only foster care which is

provided in behalf of a child (1) who would, except for his
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removal from the home of a family as a result of a judicial
determination to the effect that continuation therein would
be contrary to his welfare, be a member of such family re-
ceiving assistance to needy families with children, (2) whose
placement and care are the responsibility of (A) the State
or local agency administering the State plan approved under
section 402, or (B) any other public agency with whom the
State agency administering or supervising the administration
of such State plan has made an agreement which is still in
effect and which includes provision for assuring development
of a plan, satisfactory to such State agency, for such child as
provided in paragraph (e) (1) and such other provisions as
may be necessary to assure accomplishment of the objectives
of the State plan approved under section 402, (3) who has
been placed in a foster family home or child-care institution
as a result of such determination, and (4) who (A) received
ussistance to needy families with children in or for the month
in which court proccedings leading to such determination
were tnitiated, or {B) would have received such assistance
to needy families with children in or for such month if appli-
cation had been made therefor, or (C) in the case of a child
who had been a member of a family (as defined in section
445 (a) ) within six months prior to the month in which such
proceedings were initiated, would have received such assist-

ance in or for such month if in such month he had been a
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member of (and removed from the home of) such a family

and application had been made therefor;

“(b) ‘foster care’ shall, however, include the care de-

scribed in paragraph (a) only if it is provided—"';

(2) (A) by striking out “ ‘aid to families with de-
pendent children’” in subsection (b) (2) and inserting
in lieu thereof “foster care”,

(B) by striking out “such foster care” in such sub-
section and inserting in lien thereof “foster care”, and

(C) by striking out the period at the end of such
subsection and inserting in lieu thereof “; and”;

(3) by striking out subseotion (c¢) and redesignat-
ing subsections (d), (e), and (f) as subsections (¢},
(d), and (e), respectively;

(4) by striking out “paragraph (f) (2)” and “sec-
tion 403 (a) (3) " in subsection (c) (asso redesignated)
and inserting in licu thereof “paragraph (e) (2)” and
“section 403 (a) (2) " respectively;

(5) by striking out ‘‘aid” in subsection (d) (as
so redesignated) and inserting in lieu thereof “services” ;

(8) by striking out “relative specified in section
406 (a) " in subsection (e) (1) (as so redesignated) and
inserting in lieu thereof “family (as defined in section
445(a))”; and

(7) by striking out “522” and “part 3 of title V”



© O N Ot e W N

[ I X Y T T - R - T~ YN S S S Sy
N S € o .9 5 9 oe » b o= B

66

60

in subsection (e) (2) (as so redesignated) and inserting

in lieu thereof ‘422" and “part B of this title”, ro-

spectively.

(1) (1) Section 409 of such Act (42 U.S.C. 609) is
repealed.

(m) Section 410 of such Act (42 U.8.C. 610) is re-
designated as section 407 ; and subsection (a) of such section
(as so redesignated) is amended by striking ont “section 402
(a) (21)” and inserting in lieu thereof “section 402 (a)
(15) ™.

(n) (1) Section 422 (a) (1) (A) of such Act is amended
by striking out “section 402 (a) (15)” and inserting in lien
thereof “section 402 (a) (9)”.

(2) Section 422 (a) (1) (B) of such Act is amended by
striking out “provided for dependent children” and inserting
in lieu thereof “‘provided with respect to needy families with
children”,

(o) References in any law, regulation, State plan, or
other document to any i)rovision of part A of title IV of tile
Social Security Act which is redesignated by this section

shall (from and after the cffective date of the amendments
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1 made by this Act) be considered to be references to such
2 provision as so redesignated.
3 OHANGES IN HEADINGS
4 Seo. 104. (a) The heading of title IV of the Social
5 Security Act (42 U.S.C. 601, et seq.) is amended to read
6 as follows:
7 “TITLE IV—FAMILY ASSISTANCE BENEFITS,
8 STATE SUPPLEMENTARY PAYMENTS, WORK
9 INCENTIVE PROGRAMS, AND GRANTS TO
10 STATES FOR FAMILY AND CHILD WELFARE
11 SERVICES”.
12 (b) The heading of part A of such title IV is amended

13 to read as follows:

14 “PART A—SERVICES T0 NEEDY FAMILIES WITH
15 CHILDREN".
16 TITLE II—AID TO THE AGED, BLIND, AND
17 DISABLED

18 GRANTS TO STATES FOR AID TO THE AGED, BLIND, AND
19 DISABLED

20 8eo, 201. Title XVI of the Social Security Act (42
21 US.C. 1381 et seq.) is amended to read as follows:
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“TITLE XVI—GRANTS TO STATES FOR AID TO
THE AGED, BLIND, AND DISABLED
“APPROPRIATIONS
“Sk0. 1601. For the purpose of enabling each State to
furnish financial assistance to needy individuals who are
sixty-five years of age or over, blind, or disabled and for the
purpose of encouraging each State to furnish rehabilitation
and other services to help such individuals attain or retain
capability for self-support or self-care, there are authorized
to be appropriated for each fiscal year sums sufficient to
carry out these purposes. The sums made available under this
gsection shall be used for making payments to States having
State plans approved under section 1602.
“STATE PLANS FOR FINANCIAL ASSISTANCE AND SERVIORS
TO THE AGED, BLIND, AND DISABLED
“Seo. 1602. (a) A State plan for aid to the aged, blind,
and disabled must—

“(1) provide for the establishment or designation
of a single State agency to administer or supervise the
administration of the State plan;

“(2) provide such methods of administration as are
found by the Secretary to be necessary for the proper and
efficient operation of the plan, including methods relat-
ing to the establishment and maintenance of personnel

standards on a merit basis (but the Secretary shall exer-
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cise no authority with respect to the selection, tenure of
office, and compensation of individuals employed in
accordance with such methods) ;

“(8) provide for the training and effective use of
social service personnel in the administration of the plan,
for the furnishing of technical assistance to units of State
government and of political subdivisions which are fur-
nishing financial assistance or services to the aged, blind,
and disabled, and for the development through research
or demonstration projects of new or improved methods
of furnishing assistance or services to the aged, blind,
and disabled;

“(4) provide for the training and effective use of
paid subprofessional staff (with particular emphasis on
the full-time or part-time employment of recipients and
other persons of low income as community service aides)
in the administration of the plan and for the use of non-
paid or partially paid volunteers in a social service vol-
unteer program in providing services to applicants and
recipients and in assisting any advisory committees
established by the State agency;

“(6) provide that all individuals wishing to make
application for aid under the plan shall have opportunity
to do so and that such aid shall be furnished with reason-

able promptness with respect to all eligible individuals;
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““(8) provide for the use of a simplified statement,
conforming to standards prescribed by the Secretary, to
establish eligibility, and for adequate and effective meth-
ods of verification of eligibility of applicants and recip-
ients through the use, in accordance with regulations
prescribed by the Secretary, of sampling and other
scientific techniques;

“(7) provide that, except to the extent permitted
by the Secretary with respect to services, the State plan
shall be in effect in all political subdivisions of the State,
and, if administered by them, be mandatory upon them;

“(8) provide for financial participation by the
State;

“(9) provide that, in determining whether an in-
dividual is blind, there shall be an examination by a
physician skilled in the diseases of the eye or by an
optometrist, whichever the individual may select;

“(10) provide for granting an opportunity for a
fair hearing before the State agency to any individual
whose claim for aid under the plan is denied or is not
acted upon with reasonable promptness; '

‘““(11) provide for periodic evaluation of the opera-
tions of the State plan, not less often than annually, in
accordance with standards prescribed by the Secretary,

and the furnishing of annual reports of such evaluations
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to the Secretary together with any necessary modifica-
tions of the State plan resulting from such evaluations;

“(12) provide that the State agency will make such
reports, in such form and containing such information,
as the Secretary inay from time to time require, and
comply with such provisions as the Secretary may from
time to time find necessary to assure the correctness
and verification of such reports;

“(13) provide safeguards which restrict the use or
disclosure of information concerning applicants and re-
cipients to purposes directly connected with the adminis-
tration of the plan;

“(14) provide, if the plan includes aid to or on
behalf of individuals in private or public institutions, for
the establishment or designation of a State authority or
authorities which shall be responsible for establishing and
maintaining standards for such institutions;

“(15) provide a description of the services which
the State makes available to applicants for or recipients
of aid under the plan to help them attain self-support or
self-care, including a description of the steps taken to
assure, in the provision of such services, maximum
utilization of all available services that are similar or

related; and
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“(16) assure that, in administering the State plan
and providing services thereunder, thq State will observe
priorities established by the Secretary and comply with
such performance standards as the Secretary may, from
time to time, establish. )
Notwithstanding paragraph (1), if on January 1, 1962,
and on the date on which a State submits (or submitted) its
plan for approval under this title, the State agency which
administered or supervised the administration of the plan of
guch State approved under title X was different from the
State agency which administered or supervised the admin-
istration of the plan of such State approved under title I and
the State agency whicﬁ administered or supervised the ad-
ministration of the plan of such State approved under title
XIV, then the State agency which administered or supervised
the administration of such plan approved under title X may be
designated to admpinister or supervise the administration of
the portion of the State plan for aid to the aged, blind, and
disabled which relates to blind individuals and a separate
State agency may be established or designated to administer
or supervise the administration of the rest of such plan; and
in such case the part of the plan which each such agency
administers, or the administration of which each such agency
supervises, shall be regarded as a separate plan for purposes
of this title.
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“(b) The Secretary shall approve any plan which

fulfills the conditions specified in subsection (a) and in
section 1603, except that he shall not approve any plan
which imposes, as a condition of eligibility for aid under the
plan—

“(1) an age requirement of more than sixty-five
years;

“(2) any residency requirement which excludes
any individual who resides in the State;

““(8) any citizenship requirement which excludes
any citizen of the United States, or any alien lawfully
admitted for permanent residence who has resided in
the United States continuously during the five years im-
mediately preceding his application for such aid;

“(4) any disability or age requirement which ex-
cludes any persons under a severe disability, as deter-
mined in accordance with criteria presoribed by the
Secretary, who are eighteen years of age or older; or

“(5) any blindness or age requirement which ex-
cludes any persons who are blind as determined in

accordance with criteria prescribed by the Secretary.

In the case of any State to which the provisions of seotion
844 of the Social Security Act Amendments of 1950 were
applicable on January i, 1962, and to which the sentence
of section 1002 (b) following paragraph (2) thereof is

44-527 0—70—pt. 1— ¢
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applicable on the date on which its State plan was or is
submitted for approval under this title, the Secretary shall
approve the plan of such State for aid to the aged, blind, and
disabled for purposes of this title, even though it does not
meet the requirements of section 1603 (a), if it meets all
other requirements of this title for an approved plan for aid
to the aged, blind, and disabled; but payments to the State
under this title shall be made, in the case of any such plan,
only with respect to expenditures thereunder which would
be included as expenditures for the purposes of this title
under a plan approved under this section without regard
to the provisions of this sentence.
“DETERMINATION OF NEED

“SEo. 1603. (a) A State plan must provide that, in
determining the need for aid under the plan, the State agency
shall take into consideration any other income or resources
of the individual claiming such aid as well as any expenses
reasonably attributable to the earning of any such income;
cxcept that, in making such determination with respect to
any individual—

“(1) the State agency shall not consider as re-
sources (A) the home, household goods, and personal
effects of the individual, (B) other personal or real prop-
erty, the total value of which does not exceed $1,500,
or (C) other property which, as determined in accord-
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ance with and subject to limitations in regulations of the
Secretary, is so essential to the family’s means of self-
support as to warrant its exclusion, but shall apply the
provisions of section 442 (d) and regulations thercunder;

“(2) the State agency may not consider the
financial responsibility of any individual for any appli-
cant or recipient unless the applicant or recipient is the
individual’s spouse, or the individual’s child who is under
the age of twenty-one or is blind or severely disabled;

“(8) if such individual is blind, the State agency
(A) shall disregard the first $85 per month of earned
income plus onc-half of earned income in excess of $85
per month, and (B) shall, for a period not in excess of
twelve months, and may, for & period not in excess of
thirty-six months, disregard such additional amounts of
other income and resources, in the case of any such indi-
vidual who has a plan for achieving sclf-support ap-
proved by the State agency, as may be necessary for the
fulfillment of such plan; |

(4) if such individual is not blind but is severely
disabled, the State agency (A) shall disregard the
first $85 per month of earned income plus one-half of
earned income in excess of $85 per month, and (B)
ghall, for a period not in excess of twelve months, and

may, for a period not in excess of thirty-six months, dis-
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regard such additional amounts of other income and re-
sources, in the case of any such individual who has a plan

for achieving self-support approved by the State agenoy,

a8 may be necessary for the fulfillment of the plan, but

only with respect to the part or parts of such period dur-
ing substantially all of which he is undergoing vocational
rehabilitation;

“(5) if such individual has attained age sixty-five
and is neither blind nor severely disabled, the State
agency may disregard not more than the first $60 per
month of earned income plus one-half of the remainder
thereof ; and

‘“(6) the State agency may, before disregarding any
amounts under the preceding paragraphs of this subsec-

tion, disregard not more than $7.50 of any income.

For requirement of additional disregarding of income of

17 QASDI recipients in determining need for aid under the

18
19
20
21
22
23
24
25

plan, see section 1007 of the Social Security Amendments

of 1969.

“(b) A State plan must also provide that—

“(1) each eligible individual, other than one who
is & patient in & medical institution or is receiving insti-
tutional services in an intermediate care facility to which
section 1121 applies, shall receive financial assistance

in such amount as, when added to his income which is
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not disregarded pursuant to subsection (a), will provide
a minimum of $110 per month;

“(2) the standard of need applied for determining
eligibility for and amount of aid to the aged, blind, and
dizabled shall not be lower than (A) the standard ap-
plied for this purpose under the State plan (approved
under this title) as in effect on the date of enactment of
part D of title IV of this Act, or (B) if there was no
such plan in effect for such State on such date, the stand-
ard of need which was applicable under—

‘(i) the State plan which was in effect on such
date and was approved under title I, in the case of
any individual who is sixty-five years of age or older,

“(ii) the State plan in effect on such date and
approved under title X, in the case of an individual
who is blind, or

“(iii) the State plan in effect on such date and
approved under title XIV, in the case of an individ-
ual who is severely disabled,

except that if two or more of clauses (i), (ii), and (iii)
are applicable to an individual, the standard of need
applied with respect to such individual may not be lower
than the higher (or highest) of the standards under the
applicable plans, and except that if none of such clauses

is applicable to an individual, the standard of need
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applied with respect to such individual may not be lower
than the higher (or highest) of the standards under the
State plans approved under titles I, X, and XIV which
were in effect on such date; and

“(8) no aid will be furni.hed to any irdividual
under the State plan for any period with respect to
which he is considered a member of a family receiving
family assistance benefits under part D of title IV or
supplementary payments pursuant to part E thereof, or
training allowances under part O thereof, for purposes of
determining the amount of such benefits, payments, or
allowances (but this paragraph shall not apply to any
individual, otherwise considered a member of such a
family, if he elects in such manner and form as the Sec-
retary may prescribe not to be considered a membor
of such a family).

“(¢) For special provisions applicable to Puerto Rico,

18 the Virgin Islands, and Guam, see section 1108 (e) .

19
20
21

“PAYMENTS TO STATES FOR AID TO THE AGED, BLIND,

AND DISABLED

“8ro. 1604. From the sums appropriated therefor, the

22 Beoretary shall pay to each State which has a plan approved

23 under this title, for each calendar quarter, an amount equal
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1 to the sum of the following proportions of the total amounts

2 expended during each month of such quarter as aid to the
3 aged, blind, and disabled under the State plan—

“(1) 90 per centum of such expenditures, not
counting so much of any expenditures as exceeds the
product of $65 multiplied by the total number of recipi-
ents of such aid for such month; plus

“(2) 25 per centum of the amount by which such

expenditures exceed the maximum which may be counted

under paragraph (1), not counting so much of any

expenditures with respect to such month as exceeds the
product of the amount which, as determined by the Sec-
retary, is the maximum permissible level of assistance per
person in which the Federal Government will partici-
pate financially, multiplied by the total number of recipi-

ents of such aid for such month.

In the case of any individual in Puerto Rico, the Virgin
Islands, or Guam, the maximum permissible level of assist-
ance under paragraph (2) may be lower than in the case
of individuals in the other States. For other special provisions
applicable to Puerto Rico, the Virgin Islands, and Guam, see
section 1108 (e).
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“ALTERNATE PROVISION FOR DIRECT FEDERAL PAYMENTS
TO INDIVIDUALS

“Sro. 1605. The Secretary may enter into an agreement
with a State under which he will, on behalf of the State,
pay aid tc the aged, blind, and disabled directly to individuals
in the State under the State’s plan approved under this title
and perform such other functions of the State in connection
with such payments as may be agreed upon. In such case
payments shall not be made as provided in section 1604
and the agreement shall also provide for payment to the
Secretary by the State of its share of such aid (adjusted to
reflect the State’s share of any overpayments recovered under
section 1608).

“OVERPAYMENTS AND UNDERPAYMENTS

“Sro. 1606. Whenever the Sccretary finds that more or
less than the correct amount of payment has been made to
any person as & direct Federal payment pursuant to section
1605, proper adjustment or recovery shall, subject to the
succeeding provisions of this section, be made by appropriate
adjustments in future payments of the overpaid individual

or by recovery from him or his estate or payment to him.

The Secretary shall make such provision as he finds appro-
priate in the case of payment of more than the correct amount
of benefits with a view to avoiding penalizing individuals

who were without fault in connection with the overpayment,
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(1)
if adjustment or recovery on account of such overpayment
in such case would defeat the purposes of this title, or be
against equity or good conscience, or (because of the small
amount involved) impede efficient or effective administration.
“OPERATION OF STATE PLANS

“Sko. 1607. If the Secretary, after reasonable notice and
opportunity for hearing to the State agency administering
or supervising the administration of the State plan approved
under this title, finds—

‘(1) that the plan no longer complies with the
provisions of sections 1602 and 1603 ; or
“(2) that in the administration of the plan there is

a failure to comply substantially with any such provision;
the Secretary shall notify such State agency that all, or such
portion as he deems appropriate, of any further payments
will not be made to the State or individuals within the State
under this title (or, in his discretion, that payments will be
limited to categories under or parts cf the State plan not af-
fected by such failure), until the Secretary is satisfied that
there will no longer be any such failure to comply. Until he
is so satisfied he shall make no such further payments to the
State or individuals in the State under this title (or shall
limit payments to categories under or parts of the State plan
not affected by such failure) .
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“PAYMENTS TO STATES FOR SERVICES AND
ADMINISTRATION

“Src. 1608. (a) If the State plan of a State approved
under section 1602 provides that the State agency will make
available to applicants for or recipients of aid to the aged,
blind, and disabled under the State plan at least those services
to help them attain or retain capability for self-support or
self-care which are prescribed by the Secretary, such State
shall qualify for payments for services under subsection (b)
of this section.

“(b) In the case of any State whose State plan ap-
proved under section 1602 meets the requirements of sub-
section (a), the Secretary shall pay to the State from the
sums appropriated therefor an amount equal to the sum of
the following proportions of the total amounts expended dur-
ing each quarter, as found nccessary by the Secretary for the
proper and efficient administration of the State plan—

“(1) 75 per centum of so much of such expendi-
tures as are for—

“(A) services which are prescribed pursuant to
subsection (a) and are provided (in accordance
with subsection (c)) to applicants for or recipients
of aid under the plan to help them attain or retain
capability for self-support or self-care, or

“(B) other services, specified by the Secretary
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as likely to prevent or reduce dependency, so pro-
vided to the applicants for or recipients of aid, or

“(0) any of the services prescribed pursuant to
subsection (a), and any of the services specified in
subparagraph (B) of this paragraph, which the
Secretary may specify as appropriate for individuals
who, within such period or periods as the Secretary
may prescribe, have been or are likely to become ‘
applicante ior or recipients of aid under the plan,
if such services are requested by the individuals and
are provided to them in accordance with subsection
(c),or

“(D) the training of personnel employed or
preparing for employment by the State agency or
by the local agency administering the plan in the
political subdivision; plus

“(2) one-half of so much of such expenditures (not

included under paragraph (1)) as are for services pro-
vided (in accordance with subsection {c)) to applicants
for or recipients of aid under the plan, and to individuals
requesting such services who (within such period or
periods as the Secretary may prescribe) have been or
are likely to become applicants for or recipients of such

aid; plus

““(8) one-half of the remaiuder of such expenditures.
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“(c) The services referred to in paragraphs (1) and

(2) of subsection (b) shall, except to the extent specified

by the Secretary, include only—

“(1) services provided by the staff of the State
agency, or the local agency administering the State plan
in the political subdivision (but no funds authorized
under this title shall be available for services defined as
vocational rehabilitation services under the Vocational
Rehabilitation Act (A) which are available to individ-
uals in need of them under programs for their rehabilita-
tion carried on under a State plan approved under that
Act, or (B) which the State agency or agencies admin-
istering or supervising the administration of the State
plan approved under that Act are able and willing to
provide if reimbursed for the cost thereof pursuant to
agreement under paragraph (2), if provided by such
staff), and

““(2) subject to limitations prescrived by the Sec-
retary, services whick in the judgment of the State
agency cannot be as economically or as effectively pro-
vided by the staff of that State or local agency and are
not otherwise reasonably available to individuals in need
of them, and which are provided, pursuant to agreement
with the State agency, by the State health authority or

the State agency or agencies administering or supervis-
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(i)

ing the administration of the State plan for vocational

rehabilitation services approved under the Vocational

Rehabilitation Act or by any other State agency which

the Secretary may determine to be appropriate (whether

provided by its staff or by contract with public (local)

or nonprofit private agencies) .

Services described in clause (B) of paragraph (1) may be
provided only pursuant to agreement with the State agency
or agencies administering or supervising the administration of
the State plan for vocational rehabilitation services approved
under the Vocational Rehabilitation Act.

“(d) The portion of the amount expended for admin-
istration of the State plan to which paragraph (1) of
subsection (b) applies and the portion thereof to which
paragraphs (2) and (3) of subsection (b) apply shall be
determined in accordance with such r ‘*hods and procedures
as may be permitted by the Secretary.

“(e) In the case of any State whose plan approved
under section 1602 does not meet the requirements of
subsection (a) of this section, there sha'l be paid to the
State, in lien of the amount provided for under subsection
(b), an amount equal to one-half the total of the sums
expended during each quarter as found necessary by the
Becretary for the proper and efficient administration of the

State plan, including services referred to in subsections (b)
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and (o) and provided in accordance with the provisions of
those subsections.

“(f) In the case of any State whose State plan in-
cluded a provision meeting the requirements of subsection
(a), but with respect to which the Secretary finds, after
reasonable notice and opportunity for hearing to the State
agency administering or supervising the administration of
the plan, that—

“(1) the provision no longer complies with the
requirements of subsection (a), or
“(2) in the administration of the plan there is a
failure to comply substantially with such provision,
the Secretary shall notify the State agency that all, or such
portion as he deems appropriate, of any further payments
will not be made to the State under subsection (b) until
he is satisfied that there will no longer be any such failure
to comply. Until the Secretary is so satisfied, no such fur-
ther payments with respect to the administration of and
services under the State plan shall be made, but, instead,
such payments shall be made, subject to the other provisions
of this title, under subsection (e).
“COMPUTATION OF PAYMENTS TO STATES

“Spo. 1609. (a) (1) Prior to the beginning of each
quarter, the Secretary shall estimate the amount to which a
State will be entitled under sections 1604 and 1608 for
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that quarter, such estimates to be based on {A) a report
filed. by the State containing its estimate of the total sum
to be expended in that quarter in accordance with the pro-
visions of sections 1604 and 1608, and stating the amount
ﬁppropriated or made available by the State and its political
subdivisions for such expenditures in that quarter, and, if
such amount is less than the State’s proportionate share of the
total sum of such estimated expenditures, the source or
sources from which the difference is expected to be derived,
and (B) such other investigation as the Secretary may find
necessary.

“(2) The Secretary shall then pay in such installments
as he may determine, the amount so estimated, reduced or
increased to the extent of any overpayment or underpay-
ment which the Secretary determines was made under this
section to the State for any prior quarter and with respect
to which adjustment has not already been made under this
subsection.

“(b) The pro rata share to which the United States is
equitably entitled, as determined by the Secretary, of the
net amount recovered during any quarter by a State or
political subdivision thereof with respect to aid furnished
under the State plan, but excluding any amount of such aid

recovered from the estate of & deceased recipient which is not
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in excess of the amount expended by the State or any political
subdivision thereof for the funeral expenses of the deceased,
shall be considered an overpayment to be adjusted under
subsection (a) (2).

“(c) Upon the making of any estimate by the Secre-
tary under this section, any appropriations available for
payments under this title shall be deemed obligated.

“DEFINITION

“SEc. 1610. For purposes of this title, the term ‘aid to
the aged, blind, and disabled’ means money payments to
needy individuals who are 65 years of age or older, are blind,
or are severely disabled, but such term does not include—

“(1) any such payments to any individual who is
an inmate of a public institution (excepl as a patient in

a medical institution) ; or

“(2) any such payments to any individual who las
not attained 65 years of age and who is a patient
in an institution for tuberculosis or mental diseases.

Such term also includes payments which are not included
within the meaning of such term under the preceding sen-
tence, but which would be so included except that they are
made on behalf of such a needy individual to another indi-
vidual who (as determined in accordance with standards
prescribed by the Sceretary) is interested in or concerned

with the welfare of such ncedy individual, but only with
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1 respect to a State whose State plan approved under section

2 1602 includes provision for—

3

[ §
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“(A) determiration by the State agency that the
needy individual has, by reason of his physical or mental
condition, such inability to manage funds tbat making.
payments to him would be contrary to his welfare and,
therefore, it is necessary to provide such aid through pay-
ments described in this sentence;

“(B) making such payments only in cases in which
the payment will, under the rules otherwise applicable
under the State plan for determining need and the
amount of aid to the aged, blind, and disabled to be paid
(and in conjunction with other income and resources),
meet all the nced of the individuals with respect to whom
such payments are made;

“(C) undertaking and continuing special efforts to
protect the welfare of such individuals and to improve,
to the extent possible, his capacity for self-care and to
manage funds;

“(D) periodic review by the State agency of the
determination under clause (A) to ascertain whether
conditions justifying such determination still exist, with
provision for termination of the payments if they do not
and for sceking judicial appointment of a guardian, or

other legal representative, as described in section 1111,

44-527 0—70—pt. 17
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if and when it appears that such action will best serve
the interests of the needy individual; and
“(E) opportunity for a fair hearing before the State
agency on the determination referred to in clause (A)
for any individual with respect to whom it is made.
Whether an individual is blind or severely disabled shall be
determined for purposes of this title in accordance with
criteria prescribed by the Secretary.”
REPEAL OF TITLES I, X, AND XIV OF THE SOCIAL
SECURITY ACT
Sec. 202. Titles I, X, and XIV of the Social Security

Act (42 U.S.C. 301 et seq., 1201 et seq., and 1851 et

seq.) are hereby repealed.

ADDITIONAL DISREGARDING OF INCOME OF OASDI RECIPI-
ENTS IN DETERMINING NEED FOR AID TO THE AGED,
BLIND, AND DISABLED
SEc. 203. Section 1007 of the Social Security Amend-

ments of 1969 is amended by striking out “and before July

1970”.

TRANSITION PROVISION RELATING TO OVERPAYMENTS
AND UNDERPAYMENTS
Stc. 204. In the case of any State which has a State
plan approved under title I, X, XIV, or XVI of the Social
Security Act as in cffect prior to the enactment of this sec-

tion, any overpayment or underpayrent which the Secretary
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determines was made to such State under section 3, 1003,
1403, or 1603 of such Act with respect to a period before
the approval of a plan under title XVI as amended by this
Act, and with respect to which adjustment has not already
been made under subsection (b) of such section 3, 1003,
1403, or 1603, shall, for purposes of section 1609 (a) of such
Act as herein amended, be considered an overpayment or
urderpayment (as the case may be) made under title XVI
of such Act as herein amended.
TRANSITION PROVISION RELATING TO DEFINITIONS OF
BLINDNESS AND DISABILITY

SEc. 205. In the case of any State which has in operation
a plan of aid to the blind under title X, aid to the permanently
and totally disabled under title XIV, or aid to the aged, blind,
or disabled under title XVI, of the Social Security Act as
in effect prior to the enactment of this Act, the State plan of
such State submitted under title ¥ VI of such Act as amended
by this Act shall not be denied approval thereunder, with
respect to the period ending with the first July 1 which
follows the close of the first regular session of the legislature
of such State which begins after the enactment of this Aect,
by reason of its failure to include therein a test of disability
or blindness different from that included in the State’s plan
(approved under such title X, XIV or XVI of such Act)

as in effect on the dato of the enactment of this Act.
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TITLE III—MISCELLANEOUS CONTORMING
AMENDMENTS
AMENDMENT OF SECTION 228(d)

SEC. 301. Section 228 (d} (1) of the Social Security Act
is amended by striking out “I, X, XTIV, or”, and by striking
out “part A” and inserting in lieu thereof “receives pay-
ments with respect to such month pursuant to part D or E”.

AMENDMENTS T0 TITLE XI

Spo. 302. Title XI of the Social Security Act is
amended—

(1) by striking out “L”, “X,”, and “XIV,” in sec-
tion 1101 (a) (1) ;

(2) by striking out “I, X, XIV,” in section 1106
(c) (1) (A);

(3) (A) by striking out “I, X, XIV, and XVI”
in section 1108 (a) and inserting in lien thereof “XV1”,
and

(B) by striking out “section 402 (a) (19) " in sec-
tion 1108 (b) and inserting in lieu thereof “part A of
title IV”;

(4) by striking out the text of section 1109 and
inserting in licu thercof the following:

“SEc. 1109. Any amonnt which is disregarded (or set
aside for future needs) in determining the eligibility for and

amount of aid or assistance for any individual under a State
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plan approved under title XVI or XIX, or eligibility for
and amount of payments pursuant to part D or E of title
IV, shall not be taken into consideration in determining the
eligibility for and amount of such aid, assistance, or payments
for any other individual under such other State plan or such
part D or K.’

(5) (A) by striking out “I, X, XTIV, and” in sec-
tion 1111, and

(B) by striking out “part A” in such section and
inserting in lieu thereof “parts D and E”;

(6) (A) by striking out “I, X, XIV,” in the mat-
ter preceding clause {(a) in section 1115, and by strik-
ing out “part A’ in such matter and inserting in lieu
thereof “parts A and E”,

(B) by striking out “of scetion 2, 402, 1002,
1402,” in clause (a) of such section and inserting in lien
thereof ““of or pursuant to section 402. 452,”, and

(C) by striking out “3. 403, 1003, 1403, 1503,”
in clause (b) of such section and inserting in licu thercof
“403, 453, 1604, 1608,”;

(7) {A) by striking out “I, X, XIV,” in subsee-
tions (a) (1), (b), and (d) of section 1116, and

(B) by striking out “4, 404, 1004, 1404, 1604,
in subsection (a) {3) of such section and inserting in

lien thereof 404, 1607, 1608.';
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1 (8) Dy repealing section 1118;
2 (9) (A) by striking out “I, X, XIV,” in section
3 1119,
4 {B) by striking out “part A” in such section and in-
b ~ serting in lieu thereof “services under a State plan ap-
6 proved under part A”, und
7 (C) by «triking out “3(a), 403 (n), 1003 (a),
3 1403 (a), or 1603 (a) " in such section and inserting in
o licu thereof “403 (a) or 1604”; and
10 (10) (.\) by striking out “a plan for old-age assist-
11 ance, approved under title I, a plan for aid to the blind,
12 approved under title X, a plan for aid to the permanently
B and totally disabled. approved under title XIV, or a plan
14 for aid to the aged, blind, or disabléd” in section 1121
15 (a) and inserting in licu thercof “a plan for aid to the
16 aged, blind, and disabled", and
¥ (B) by inserting  (other than a public nonmedical
18 facility) " in such section after “intermediate care facili-
19 ties” the first time it appears.
20 AMENDMINTS TO TITLE XVII
21 SEkc. 303. Title XVIII of the Social Security Act is

22 amended—
23 (1) (A} by striking out “title T or™ in section 1843
24 () (1),
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(B) by striking out “‘all of the plans” in section
1843 (b) (2) and ioserting in lieu thereof “the plan”,
and

(C) by striking out “titles I, X, XIV, and XVI, and
part A” in section 1843 (b) (2) and inserting in lieu
thereof “titte XVI and under part E”;

(2) (A) by striking out “title I, X, XIV, or XV1
or part A” in sectio~ 1843 (f) both times it appears and
ingerting in lieu thereof “title XVI and under part E”;
and

{B) by striking out “title I, XVI, or XIX” in such
section and inserting in lieu thereof “title XVI or XI1X”;
and

(3) by striking out “I, XVI” in section 1863 and
inserting in licu thereof “XVI”.

AMENDMENTS TO TITLE XIX

Sec. 304. Title XIX of the Social Security Act is

amended—

(1) by striking out “families with dependent chil-
dren” and “permanently and totally” in clause (1) of
the first sentence of section 1901 and inserting in lieu
thereof “needy families with children” and “severely”,

respectively;
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(2) by striking out “I or” in section 1902{a) (5) ;

(8) (A) by striking out everything in section 1902

(a) (10} which precedes clause (A) and inserting in
lieu thereof the following:

“(10) provide for making medical assistance
available to all individuals receiving assistance to
needy families with children as defined in section
405 (b), receiving payments under an agreement
pursuant to part E of title I'V, or receiving aid to the
aged, blind, and disabled under a State plan ap-

’

proved under title XVI; and—", and

(B) by inserting “or payments under such part E”
after “such plan” each time it appears in clauses (A)
and (B) of such section;

(4) by striking out section 1202 (a) (13) (B) and
inserting in lieu thereof the following:

“(B) in the case of individuals receiving assist-
ance to needy families with children as defined in
section 405 (b), receiving payments under an agree-
ment pursuant to part IS of title IV, or receiving aid
to the aged, blind, and disabled under a State plan
approved under title XVI, for the inclusion of at
least the care and services listed in clauses (1)
through (5) of section 1905 (a), and”;

(5) by striking out “aid or assistance under State
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plans approved under titles I, X, XIV, XVI, and
part A of title IV,” in section 1902 (a) (14) (A) and
inserting in licu thereof “assistance to needy fuwmilies with
children as defined in section 405 (b), receiving pay-
ments under an agreement pursuant to part E of title IV,
or receiving aid to the aged, Llind, and disabled under a
State plan approved under title XVL,”;

(6) (A) by striking out “aid or assistance under the
State’s plan approved under title I, X, XIV, or XVI, or
part A of title IV,” in so much of section 1902 (a) (17)
as precedes clause (A) and inserting in lieu thereof
“assistance to needy families with children as defined in
section 405 (b), payments under an agreement pursuant
to part I of title IV, or aid under a State plan approved
under title XVI,”,

(B) by striking out “aid or assistance in the
form of money payments under a State plan approved
under title I, X, XIV, or XVI, or part A of title
IV” in clause (B) of such section and inserting in
lieu thereof “assistance to needy families with children
as defined in section 405 (b), payments under an agree-
ment pursuant to part E of title IV, or aid to the aged,
blind, and disabled under a State plan approved under
title XVI1”, and

(C) by striking out “aid or assistance under such
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plan” in such clause (B) and inserting in lieu thereof
“‘assistance, aid, or payments”;

(7) by striking out “section 3 (a) (4) (A) (i)
and (ii) or section 1603 (a) (4) (A) (i) and (ii)” in
section 1902 (a) (20) (C) and inserting in lieu thereof
“section 1608 (b) (1) (A) and (B)”;

(8) by striking out “title X (or title XVI, insofar
as it relates to the blind) was different from the State
agency which administered or supervised the adminis-
tration of the State plan approved under title I (or title
XVI, insofar as it relates to the aged) , the State agency
which administered or supervised the administration of
such plan approved under title X (or title X VI, insofar
as it relates to the blind)” in the last sentence of sec-
tion 1902 (a)} and inserting in lieu thereof “title X VI,
insofar as it relates to the blind, was different from
the agency which administered or supervised the ad-
ministration of such plan insofar as it relates to the aged,
the agency which administered or supervised the admin-
istration of the plan iusofar as it relates to the blind”;

(9) by striking out “section 406 (a) (2)” in sec-
tion 1902 (b) (2) and inserting in lien thereof “‘section
405 (b) "

(10) by striking out “I, X, XTIV, or XVI, or part

A” in section 1902 (¢) and inserting in licu thereof
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“XVI or under an agreement under part E”;

(11} by strikiryg out “I, X, XIV, or XVI, or part
A” in section 1903 (a) (1) and inserting in lieu thereof
“XVI or under an agreement under part E’’;

(12) by repealing section 1903 (¢) ; .

(13) by striking out “highest amount which would
ordinarily be paid to a family of the same size without
pny income or resources in the form of money payments,
under the plan of the State approved under part A of
title IV of this Act” in section 1903 (f) (1) (B) (i) and
inserting in lieu thereof ‘“‘highest total amiouat which
would ordinarily be paid under parts D and € of title IV
to a family of the same size without income or resources,
eligible in that State for money payments under part E
of title IV of this Act”;

{14) (A) by striking out “the ‘highest amount
which weould ordinarily be paid’ to such family under the
State’s plan approved under part A of title IV of this
Act” in section 1903 (f) (3) and inserting in licu thereof
“tho ‘highest total amount which would ordirarily be
paid’ to such family”, and

(B) by striking out “section 408” in such section
and inserting in lieu thereof “‘section 406" ;

(15) by striking out “I, X, XIV, or XVI, of
part A” in scction 1903 (f) (4) (A) and inserting in
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lieu thereof “XVI or under an agreement under part
E”; and

(18) (A) by striking out “aid or assistance under
the State’s plan approved under title I, X, XIV,
or XVI, or part .\ of title VI, who are—" in the
matter preceding clause (i) in section 1905 (a) and
inserting in lieu thereof “payments under part E of title
IV or aid under a State plan approved under title XVI,
who are—",

(B) by striking out clause (ii) of such section and
inserting in lieu thereof the following:

“(il) receiving assistance to ncedy families with
children as defined in section 405 (b}, or payments pur-
suant to an agreement under part E of title IV,”,

(C) by striking out clause (v) of such section and
inserting in lieu thereof the following:

“(iv) severely disabled as defined by the Seeretary
in accordance with section 1602 (b) (4),” and

(D) by striking out “or assistance” and “I, X,
XIV, or” in clause (vi), and in the second sentence of
such section.

TITLE IV—GENERAL
EFFECTIVE DATE

Sec. 401. The amendments and repeals made by this Act

shall beeome effective, and section 9 of the Act of April 19,
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1950 (25 U.S.C. 639), is repealed cffective, on July 1,

[

2 1971; except that—

3 (1) in the case of any State a statute of which
4 (on July 1, 1971) prevents it from making the supple-
5 mentary payments provided for in part E of title IV of
6 the Social Security Act, as amended by this Act, and
7 the legislature of which does not meet in a regular ses-
8 sion which closes after the cnactment of this Act and on
9 or before July 1, 1971, the amendments and repeals
10 made by this Act, and sach repeal, shall become ef-
11 fective with respect to individuals in such State on the
12 first July 1 which follows the close of the first regular
13 session of the legislature of such State which closes after
14 July 1, 1971, or (if carlier than such first July 1 after
15 July 1, 1971) on the first day of the first calendar quar-
16 ter following the date on which the State certifies it is
17 no longer so prevented from making such payments; and
18 (2) in the case of any State a statute of which (on
19 July 1, 1971) prevents it from complying with the
20 requirements of section 1602 of the Social Security Act,
s 2 as amended by this Act, and the legislature of which
22 does not meet in a regular session which closes after the
23 enactment of this Act and on or before July 1. 1971,

24 the amendments made by title IT of this Act shall be-
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come effective on the first July 1 which follows the

close of the first regular session of the legislature of

such State which closes after July 1, 1971, or (subject

to paragraph (1) of this section) on the earlier date

on which such State submits a plan meeting the require-

ments of such section 1602;
and except that section 436 of the Social Security Act, as
amended by this Act, shall be effective upon the enactment
of this Act.

SAVING PROVISION

Sec. 402. (a) The Secretary shall pay to any State
which has a State plan approved under title XVI of the Social
Security Aet, as amended by this Act, and has in effect an
agreement under part E of title IV of such Aet, for each
quarter beginning after June 30, 1971, and prior to July 1,
1973, in addition to the amount payable to such State under
such title and such agreement, an sinount equal to the excess
of—

(1) (A) 70 per contum of the total of those pay-
ments for such quarter pursnant to such agreement which
are required ander sections 451 and 452 of the Secind
Security Act (as am:onded by this Act), plus (B) the
non-Federal share of expenditures for such quarter re-
quired under title XVI of the Social Security Aot {as
amended by this Act) as aid to the aged, blind, and
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disabled (es defined in subsection (b) (1) of this
section), over

(2) the non-Federal share of expenditures which
would have been made during such quarter as aid or
assistance under the plans of the State approved under
titles I, IV (part (A)), X, XIV, and XVI had they
continued in effect (as defined in subsection (b) (2) of
this seciion).

{b) For purposes of subsection (a)—

(1) the non-Federal share of expenditures for any
quarter required under titte XVI of the Social Security
Act, referred to in clause (B) of subsection (a) (1},
meaas the difference hetween (A) the total of the ex-
penditures for such quarter under the plan approved un-
der suca title as aid to the aged, blind, and disabled which
would have been included as aid to the aged, blind, or dis-
abled under the plan approved under such title as in effect
for June 1371 plus so much of the rest of such expendi-
tures as is required (as determined by the Secretary) by
reason of the amendments to such title made by this Act,
and (B) the total amounts determined under section
1604 of the Social Security Act for such State with re-
spect to such expenditures for such quarter; and

(2) the non-Federal share of expenditures which
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would have been made during any quarter under ap-
proved State plans, referred to in subsection (a) (2),
means the difference between (A) the total of the ex-
penditures which would have been made as aid or assist-
ance (excluding emergency assistance specified in sec-
tion 406 (e) (1) (A) of the Social Security Act and
foster care under scction 408 thereof) for such quarter
under the plans of such State approved under title I,
IV (part A), X, XIV, and XVI of such Act and in
effect in the month prior to the enactment of this Act
if they had continued in effect during such quarter and
if they had included (if they did not already do so) pay-
ments to dependent children of unemployed fathers au-
thorized by section 407 of the Social Security Act (asin
effect on the date of the cnactment of this Aect), and (B)
the total of the amonnts which would have becn deter-
mined under sections 3, 403, 1003, 1403, and 1603, or
under ~cetion 1118, of the Social Security Act for such
State with respect to such expenditures for such quarter.
SPECIAL PROVISIONS FOR PUXRTO RICO, THE VIRQIN
ISLANDS, AND GUAM

See. 403. Section 1108 of the Social Security Act is

amended by adding at the end thercof the following new

subsection:

“(e) (1) Inapplying the provisions of sections 442 (a)
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and (b), 443(b) (2), 1603 (a) (1) and (b) (1), and
1604 (1) with respect to Puerto Rico, the Virgin Islands,
or (fuam, the amounts to be used shall (instead of the $500,
$300, and $1,500 in such section 442 (a), the $500 and
3300 in such section 442 (b), the $30 in clauses (A) and
(B) of such section 443 (b) (2), the $1,500 in such section
1603 (a) (1), the $110 in such section 1603 (b) (1), and
the $65 in section 1604 (1)) bear the same ratio to such
$500, $300, $1,500, 8500, $300, $30, $1,500, $110, and
865 as the per capita incomes of Puerto Rico, the Virgin
Islands, and Guam, respectively, bear to the per capita
income of that one of the fifty States which has the lowest
per capita income; except that in no case may the amounts
so used exceed suclh $500. £300, $1,500, 8500, $300, $30,
$1,500, $110, and $65.

“(2) (A) The amounts to be used under such sections
in Puerto Rico, the Virgin Islands, and Guam shall be pro-
mulgated by the Secretary hetween July 1 and September
30 of each even-numbered year, on the basis of the average
per capita income of each State and of the United States for
the most recent calendar year for which satisfactory data are
available from the Dlepartment of Commerce. Such promul-
gation shall be effective for each of the two fiscal years in the
period beginning July 1 next succeeding such promulgation.

“(B) The term ‘United States’, for purposes of sub-

44-527 0—70—pt. 1——8
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paragraph (A) only, means the fifty States and the District
of Columbia.

“(8) If the amounts which would otherwise be promul-
gated for any fiscal year for any of the three States referred
to in paragraph (1) would be lower than the amounts pro-
mulgated for such State for the immediately preceding period,
the amounts for such fiscal year shall be increased to the ex-
tent of the difference; and the amounts so increased shall
be the amounts promulgated for such year.”

MEANING OF SECRETARY AND FISOAL YEAR

SE0. 404. As used in this Act and in the amendments
made by this Act, the term “Secretary” means, unless the
context otherwise requires, the Secretary of Health, Educa-
tion, and Welfare; and the term “fiscal year” means a period
beginning with any July 1 and ending with the close of the
following June 30.

Passed the House of Representatives April 16, 1970,

Attest: W. PAT JENNINGS,
Clerk.
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CHART 1 -- AID TO FAMILIES WITH DEPENDENT CHILDREN

Virtually all Federally shared cash assistance to families
with children under present law is paid under the program of Aid
to Families with Dependent Children (AFDC), Under Federal law
families can qualify for cash assistance if the father is dead, in-
capacitated, absent from the home, or at the State's option, if
the father is unemployed. At the present tirne 23 States have
elected to have a program for the families of unemployed fathers.

Although Federal law and regulations establish limitations
and requirements for Federal matching, the States establish their
own standards of need for the determination of eligibility for AFDC.
They also determine the amount of the payment which is actually
made to recipient families.

In fiscal year 1969 the Federal Government contributed 54
percent of the total cost of AFDC payments. In recent years the
percentages have been: 1965 - 55 percent, 1966 - 58.4 percent,
1967 - 55.7 percent and 1968 - 54.9 percent., In-1970, the Federal
percentage will be an estimated 55 percent.

Although Federal law requires all States to disregarad
specified earnings in determining the amount of the payment which
an individual family will receive, it prohibits the States from dis-
regarding earnings in making the initial determination of eligibility.
Thus, for example, a woman with three children whose monthly
earnings are $300 will be ineligible for AFDC if the State's needs
standard is $250,
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CHART ONE

Aid to Families with Dependent
Children

PRESENT LAW:

« Families eligible because father is

~-dead
-absent from home

-incapacitated
-unemployed (23 States)

*State determines needs
standard, amount of payment

*In £y.1969, Federal Govt. paid
54% of cost nationally

«Generally, all income counted
in determining initial eligibility
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CHART 2 -- AFDC: CAUSE OF CHILD'S DEPENDENCY

Under the program of Aid to Families with Dependent
Children, a child may receive assistance on the basis of the
father's death, incapacity, or absence from the home., Since
1961 States have also been able to receive Federal matching
funds to provide assistance to children in families in which
the father is unemployed; 23 States now do so.

The program was originally designed to provide
assistance primarily for fatherless homes, and in the early
years of the program this type of family was the one most
commonly assisted. Since the early years of the program,
the number of families eligible because of the death of the
father has actually decreased as more families have become
eligible for survivor benefits under the Social Security
system,

Although the number of children eligible because of
the father's incapacity has incrcased steadily over the years
(increasing from 227,000 in 1940 to 711, 000 in 1969}, the
really significant growth has been in the category of children
receiving assistance because of the father's absence from the
home., The number of children in this group has grown from
826, 000 in 1951 to 3,515,000 in 1969, with half of that growth
occurring since 1965, In 1951 this category of children
represented about half of all children on AFDC; in 1969 it
represented more than three-fourths of all children,

The category of absence frorn the home includes
families in which there is divorce, separation, desertion,
illegitimacy, or imprisonment. Of all families receiving
AFDC in 1969, about 28 percent were families in which the
father was not married to the mother, and about 16 percent
were families in which the father had deserted. Nearly 14
percent were in families which were divorced, and nearly
14 percent were families in which the parents were separated
with or without a court decree.
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CHART Two

AFDC: Cause of Childs Dependency

49mil.

Number of

children receiving

AFDC
35
mil

Father
absent from
1.6 mil. the home

O.Smil. /

Father dead incapacitated, or
unemployed

1951 1969
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CHART 3 -- FAMILY ASSISTANCE PROGRAM

The Family Assistance Plan (FAP) would provide a basic
benefit level of $500 a year for each of the first two members of a
family, and $300 for each additiona]l member. Thus, a family of
four with no other income would be eligible to receive $1600, all
of which would be paid from Federal funds,

The Plan also includes requirements for registration with
the employment service, In general, all heads of households, with
certain exceptions, would be required to register as a condition of
receiving assistance.

Unlike present law, which provides assistance only to families
in certain circurnstances (if the father is dead, incapacitated, absent
from the home, or in some States, unemployed), FAP would cover all
families with children which have countable income which is less than
the FAP payment levels. Thus, it would cover the so-called "working
poor, ' a group which under present law is not eligible for Federally
shared assistance payments,

In determining what is countable income, both for purposes
of eligibility and the amount of the payment, all unearned income
would generally be counted, while a portion of earned income would
be disregarded as a work incentive. Specifically, the following
income would not be countable:

$720 annually in family earnings plus one-half of
additional earnings;

earnings of children;

the cost of child care necessary for training or
employment;

training allowances;
the value of home produce;
the value of food stamps or other assistance based on need;

the amount of a scholarsl ip used in paying tuition and fees;
and

irregular or infrequent income (up to $30 a quarter).
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CHART THREE

Family Assistance Program

«*500 each for first 2 family members
o$300 for each additional member
¢ 100% Federal funds

«Generally, head of family must
register for work or training

* Any family with countable income
less than FAP payment eligible

*Generally, all unearned income
is counted

Special rules for earned income
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CHART 4 -- STATE SUPPLEMENTARY PAYMENTS

In most States, payments to families with no income under AFDC are
presently higher than what they would be under the Family Assistance Plan,
These States would be required to supplement the Federal Family Assistance
payments to the extent necessary to maintain January 1970 AFDC payment levels.
States would, however, be permitted to reduce this present standard as necessary
to bring them down to the pcverty level as defined in the bill ($3720 for a family of
four). State supplemental payments would be required for all families ia the cate-
gories presently eligible for AFDC, as well as families with an unemployed father
in those 27 States which do not now have unemployed father programs. An estimated
quarter million persons in families with an unemployed father would become eligible
for assistance for the first time under H, R, 16311, Supplemental payments would
not be required for families in which the father is employed {the so-called ''working

poor").

States would be reimbursed by the Federal government for 30% of their ex-
penditures for supplemental family payments. There would be no Federal sharing,
however, in that portion of the cost of supplemental payments related to a needs
standard in excess of the poverty line, and no Federal matching would be provided
for supplemental payments to the working poor by any State which might choose to
make such payments.

In determining eligibility for State supplemental payments and the amount
of such payments, States would be required to disregard a certain amount of earned
income (generally $720 per year plus 1/3 of earnings above $720). Thus a woman
with 3 children whose earnings total $300 monthly will be eligible for State supple-
mentation if the State's monthly AFDC needs standard is $250 in January 1970, even
though the family would not be eligible for AFDC today.

By making the disregard apply to initial eligibility determinations as well as
to payment computatiors, the bill will require States to extend eligibility for assistance
to an estimated million persons not presently eligible for AFDC.
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CHART FOUR

State Supplementary Payments

*State must supplement FAPup .
to lower of

~level of Jan 1970 AFDC payment
-poverty level

« 307 Federal matching (up to
poverty level)

*Kequired when father unemployed
«Not required when father employed

Portion of earned income
disregarded both in determining
eligibility and amount of payment

«More than one million recipients
added to State welfare rolls
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CHART 5 -- IMPACT OF H,R, 16311 -- STATE A

This chart gives examples of welfare payments under
present law and under H, R, 16311 for a family of four persons in
a State which presently provides AFDC payments which are sufficient
to bring the family's income to $3,000 (som= 15 States have neceds
standards at about this level), Under AFDC the amount of earnings
disregarded is $30 per month, plus 1/3 of earnings above $30 per
month, plus an amount equal to the recipient's work expenses., Under
the Family Assistance Plan and the State supplemental plan, the
amounts disregarded are $60 per month plus part of earnings above
$60 per month (1/2 in the casc of the Family Assistance payments
and, generally, 1/3 in the case of supplemental State payments).

The first example shows a family composed of a working
mother with three children with earnings at $2, 000 per year, and
with tnonthly work expenses of $30, (The decrcase in this family's
net welfare payment under H,R. 16311 compared with present law
is a result of the differences in the provisions relating to the dis-
regard of earnings.)

The other examples concern a family of four headed by a
father. It is assumed that this is one of the 23 States which now
aids families with an unemployed father, Under regulations of the
Department of Health, Education, and Welfare, any father working
less than 30 hours a week must be considered unemployed; a State
may consider a father unemployed if he works less than 35 hours
a week,

In the examples on the chart, under both present law and
under the provisions of H. R. 16311, the family with a father who
has no earnings fares somewhat better in terms of total income
than a family in which the father is fully employed at very low
earnings.

A family with a father who is considered unemployed but

has part-time earnings fares considerably better than if he were
employed full-time at low earnings.

10
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CHART FIVE

Impact of H.R. 16311 -State A

Needs standard for family of 4 - $3000;
full need met; families with unemployed

fathers now aided

Family of 4 Income under |Income under
headed by- present law | H.R. 16311
Mothereamings of |AFDC  #2267|FAP %960
$2.000, work Eamings 2000|Supplt 1,187
expenses $30 per mo. 4767 |Eamings 2000
4147
Unemployed father;, [AFDC  #3000|FAP #1600
no earnings 3’0'6'0‘ Suppit 1400
- 3000
Unemployed father, [AFDC  $2,753|FAP #1460
part time earnings of [Earnings 1,000 [Supplt 1353
#1,000, work expenses 3753 |Earnings 1000
#5 per month 3,813
Employed father, |Eamings ¥2000|FAP  ¢960
earrgingys of *2,000, "¢ 2000 iEam'més 2000
work expenses ’ 2060
$30 per month
Unemployed father, [AFDC  $2267|FAP  $960
earnings of $2,000, |Earnings 2000 Supplt 1187
work expenses 4267 Earnings 2000
$30 per month 4147

11
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CHART 6 -- IMPACT OF H, R. 16311 -- STATE B

This chart presents examples using the same families as in
Chart 5. In this case, however, the State described provides AFDC
payments based on a needs standard for a family of four of $2200.
This State is also one which does not provide AFDC payments for
families with an unemployed father.

As in the preceding chart, the female-headed family receives
the same total welfare payments under present law as under H. R. 16311
except for a slight difference attributable to changes in the earnings
disregard provisions. The incomes of families headed by an unem-
ployed father, however, are substantially increased under H. R, 16311
since these families, which are now ineligible for any welfare payment
in this State, would become eligible for both a Federal Family As-
sistance payment and a supplemental State payment. (Although the
chart shows no Federally shared assistance for a family with a totally
unemployed father, the family may be receiving assistance from some
other source such as a State general assistance plan operated with no
Federal funding). H. R. 16311 would also increase the income of
families with an employed father since they would be eligible for a
Federal Family Assistance payment although not for a State supple-
mental payment.

Under H, R. 16311, a family with a father who was fully
employed and earning $2000 per year would have slightly less income
than the family of an unemployed father with part-time earnings of
$1000 and about $400 less income than a family in which the father
earned the same $2000 but on a part-time rather than full-time basis.
If the father were totally unemployed with no earnings, his family
would have an income of $2200,

12
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CHART SIX

Impact of H.R 16311 -State B

Needs standard for family of 4 --#2200;
full need met; families with unemployed
fathers not now aided

Family of 4 Income under | Income under
headed by- present law | H.R. 16311
Mother,earnings of |AFDC #1467 |FAP %960
#2000, work Earnings 2000 [Suppit 387
expenses $30 per 3 46""‘7 Eamings 2000
month . s 3347
Unemployed father, FAP #1600
no earnings None |suppit 600
2200
Unemployed father, [earnings $1000 |FAP #1460
partti‘r)neeamings of b 1000 Suppit 553
#1,000,work expenses ’ Earnings 1000
415 per month 3013
Employed father, [earnings 2000 |FAP 4960
earnings of 12000, 2000|Eamings 2000
work expenses ’ 2960
$30 per month
Unemployed father, FAP  $960
earnings of 2,000, |Earnings 2000 [Suppl't 387
work expenses 2000#54’""95 4000
$30 per month ’ 3347

13
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CHART 7 -- IMPACT OF H,R. 16311 -- NEW YORK CITY

This chart gives examples of welfare payments under
present law and under H, R, 16311 for different families in New
York City, Since the New York needs standards exceeds the
poverty line as defined in the bill, no Federal matching would
be provided for that part of the State payment related to the
portion of the needs standard which exceeds the poverty line.
These unmatched payments are shown in this chart as ''State
funds, "

The first example describes a family composed of a
mother and three children in which the mother is employed on
a full-time basis for the minimum wage of $1. 60 per hour,
earning a total of $3320 per year. This family would get close
to $500 less per year under H, R. 16311 than it gets now. This
reduction would result from the elimination of the present $60
allowance for work expenses as a separate item in computing
the amount of earnings to be disregarded.

In each of the other three examples the payments under
present law and under H. R, 16311 would be the same. This is
substantially different from the results for similar families in
the States described in the preceding two charts, New York,
unlike most States, not only provides AFDC payments for
families with unemployed fathers but also makes payments to
low-income families headed by a fully employed father. This
general assistance program is financed entirely with State
funds, i

In this New York example, under both prescnt law and
H.R. 16311, a family of four with a father working full-time for
the minimum wage would have an income of $10 per month more
than if the father worked sporadically and earned only $600.
Full-time earnings of $3320 would give this family a net innrease
in annual income of $720 over what it would have if the father
were not working at all,

14
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CHART SEVEN

Impact of H.R. 16311-- New York City

Needs standard for family of 4 - $3960;
full need met; families with both employed
and unemployed fathers now aided

Family of 4- Income under | Income under
headed by- present law H.R.16311
Mother, earnings of IAFDC 42707 |FAP  #300
$3320, wo‘rk expense|Eamings 3,320 g:rf:s'l";s ;ggg
?‘:loors‘néznce 60 per 6,027 lseate £ "“5 g Z f;
Unemployed father,|AFDC #3960 [FAP  %1,600
no earnings 3960 mﬁ*zgo
3960
Unemployed father, |AFDC 3,960 [FAP 1,600
ggrggame:ammesof Earnings _ 600 Ig:&g";s 2,(15%8
,work expenses !
#15 per month 41560 Stateﬁmd; ,32_3_8
Employed father, [Earnings ¢3320|F ¢300
earrFl’ings of $3320, Sétr: n&g:ds 1,260 E::ings 3,3320

work expense
allowance $60 per mo.

4680

State funds 1,060

4680

156
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CHART 8 -- TREATMENT UNDER H. R, 16311 OF
THE NON-WORKING AND WORKING POOR

Both the non-working and the working poor would
be eligible for the basic Family Assistance payment,

In addition, the non-working poor would be eligible
for supplementary payments from the States. However,
H. R. 16311 would not require the Statés to supplement
the basic FAP payment for the working poor, and would
not provide for Federal matching for those States which
might elect to provide supplements to this group.

In addition, the non-working poor would be eligible
for Federally aided Medicaid, but the working poor would
not be.

16
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CHART EIGHT

Treatment under H.R. 16311 of

non-working working

poor poor
-Eligible for FAP - Eligible for FAP
-State - State

supplementation  supplementation

required (in not required
most States)

-Eligible for ~ +Not eligible for
Medicaid Medicaid

17
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CHART 9 -- FAMILIES RECEIVING PAYMENTS

This chart compares projections which have been made by
the Department of Health, Education, and Welfare, concerning the
number of families with chiidren whe would be receiving cash
assistance payments under present law and under the proposed
Family Assistance Plan. Families eligible for Family Assistance
would, in general, include all those eligible for AFDC 2nd many
who are not eligible (primarily, families of the working poor).
The AFDC projection shows an increase in the number of families
eligible while the Family Assistance Plan shows a decrease over
the same period.

The projected increase in the present AFDC program is
from 2.2 million families in 1972 to 3. l million families in 1976,
This projection is based on an assumption that experience of the
past 3 years with respect to the growth of the welfare rolls--
whether from social causes, population growth, or increases in
payment level--will continue.

The projection of the Department of Health, Education,
and Welfare concerning the Family Assistance Plan indicate a
decrease in the number of families receiving payments from 3.7
million families in 1972 to 2, 7 million in 1976. This projected
decrease is based not on past experience under present welfare
programs but on an assumption that the income of families will
rise over the 5-year period removing many of them from eligi-
bility. The unemployment rate is assumed to remain constant
at 3.5 percent, and there is no assumption that persons poten-
tially eligible will, as a result of the new program, increase
or decrease their work effort or otherwise change their behavior
to a sufficient extent to affect the estimated number of persons
eligible.

The projections of the Department of Health, Education,
and Welfare are based on data developed for 1967 and 1968. In
those years, the rate of unemployment was generally close to
3.5 percent. It should be noted, however, that in recent months
the unemployment rate has risen to over 4 percent,
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CHART NINE
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CHART 10 -- FEDERAL COST OF PAYMENTS
TO FAMILIES

The Department of Health, Education, and Welfare has esti-
mated the cost to the Federal Government of payments to families
under H. R. 16311 at $4. 7 billion for fiscal year 1972. This is $1.8
billion more than the Department's projection of AFDC costs for that
year, Under their projections and assumptions, however, it is esti-
mated that by 1976 the Federal cost of payments to families under
H.R. 16311 would be less than the projected $5 billion Federal cost
of AFDC.

In arriving at future cost figures for AFDC, the Administra-
tion has merely projected the increases which the program has ex-
perienced over the last three years. Between fiscal years 1970 and
1971 the AFDC rolls are estimated in the budget to increase by 224, 000
families and the average monthly payment per family by $3. 15.

The estimates for Federal costs for FAP are based on the
assumption that the levels of family assistance payments will not
be increased, and that there will be no change in behavior patterns
of recipients if the House bill is enacted. It should also be noted
that the estimates are based on an unemployment rate of 3. 5%.

The Administration's cost estimates for the Family Assist-
ance Plan have been projected on the basis of a 1967 census survey
made at the request of the Office of Economic Opportunity. The
survey included 30,000 families and the income data acquired was
for the 1966 calendar year.

If it is assumed that the number of families aided under
H.R. 16311 will increase at about the same annual rate as the
number of AFDC families are projected to increase under present
law, Federal costs would rise to $6. 5 billion in 1976.

If it is assumed that the number of families aided under

H. R, 16311 will not decline annually, Federal costs would rise
to at least $6, 5 billion in 1976.
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CHART TEN
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CHART 11 -- FAP: FEDERAL REVENUE SHARING

- This chart shows the extent to which the
increased Federal expenditures for payment to
families will be used to replace States' dollars
presently spent on welfare, In 1972, the esti-
mated cost to the Federal treasury of the Family
Assistance Plan is $4.7 billion, This is an in-
crease of $1.8 billion over the anticipated 1972
Federal AFDC costs of $2.9 billion, Of this
$1. 8 billion, about $1/2 billion will constitute
fiscal relief to the States, while the remaining
$1.3 billion will go to recipients.
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CHART ELEVEN

FAP: Revenue Sharing
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CHART 12 -- 'EDERAL AND STATE SHARING IN
COST OF BENEFITS TO FAMILIES

In fiscal year 1972, the first year of operation of the
Family Assistance Plan under H. R. 16311, the Department of
Health, Education, and Welfare has estimated that the total cost
of payments to families would be $6. 8 billion. About $4. 7 billion
of this amount would be paid by the Federal Government for Federal
family assistance payments and for the Federal share of State sup-
plementary payments. The States would pay an additional $2.1
billion for their share of State supplementation of the Federal pay-
ments.

The Department of Health, Education, and Welfare has
estimated that the costs to the Federal Government of the family
benefits will increase only to $4. 9 billion by 1976. This total re-
flects a decrease between 1972 and 1976 in the cost for the Federal
FAP payment of $85 million per year, but an annual increase of
$135 million in the cost to the Federal Government of providing 30%
matching for State supplements.

According to the Department's estimates, the cost to the
States of making supplementary payments would increase from $2.1
billion in 1972 to $3. 4 billion in 1976.

These figures relate only to the cost of benefits paid to re-

cipients, and do not include the cost of administration, work train-
ing, or child care.
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CHART TWELVE

Federal and State Sharing in
Cost of Benefits to Families
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CHART 13 -- WORK INCENTIVE FEATURES

Under the present AFDC program State welfare agencies are
required to refer to the Department of Labor all individuals whom
they determine to be appropriate for employment or training. Federal
law requires the States to exclude from referral (1) children under 16,
or under 21 if they are attending school; (2) persons who are ill, dis-
abled, or aged, and (3) persons who must care for another member of
the household who is ill. Unemployed fathers must be referred within
30 days of receipt of assistance.

Regulations on State referral policies are issued by the Depart-
ment of Health, Education, and Welfare. The law requires the Depart-
ment of Labor to find employment for those who are referred, or to
place them in a training program or in a special work project.

H.R. 16311 would require registration with the employment
service of all individuals receiving assistance under FAP except (1)
a child under 16,or 21 if attending school,(2) a person who cannot work
because he is ill, disabled, or aged, (3) a person whose presence in
the home is required to care for another member of the household who
is ill or disabled, (4) the mother of a child under 6, (5) the mother in a
family in which the father is registered. Under both present law and
H.R. 16311, persons in excluded categories may volunteer for employ-
ment and training services.

The Department of Labor would be free to establish its own
priorities in regard to those who are selected for employment or train-
ing services and the kind of services which would be provided for any
individual.

In order to provide an incentive to work, present law requires
the States to disregard the first $30 a month of earnings, plus one-third
of additional earnings, plus expenses of going to work (as determined by
the States). H.R. 16311 provides for an earnings disregard of generally
comparable impact.

Present law provides for a training allowance of up to $30 a month.
H.R. 16311 would provide for a training allowance of at least $30 a month.

Under both present law and H. R. 16311 an individual refusing

to participate would not be eligible to receive assistance payments. The
other members of the family retain eligibility.
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CHART THIRTEEN

Work Incentive Features
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CHART 14 -- WIN OPERATION IN FISCAL 1969

The general development of WIN in terms of available funds ex-
pended and the number of persons in actual training continues at a relatively
slow rate.

The following chart shows this slow development for the only full
fiscal year for which we have statistics available. The first column shows
the amount appropriated by Congress for fiscal 1969, a total of $117.5
million, while the second column shows the distribution of the $37, 4 actually
used:

Work Incentive Progra.m, Fiscal Year 1969
{dollars in millions)
Appropriations Funds used

On -the-job-training $ 22,1 $ 0.8
Institutional training 58.6 2l 7
Other training 12.3 10. 7
Day Care 24.5 4.2

Total 117, 5 37.4

Similarly, in terms of the average number of participants projected
and the actual average number during the fiscal year, the following differences
are noted:

Average Number of Participants

Projected Actual

On-the-job-training 15,300 500
Institutional training and

work experience 44, 100 14, 400

Special Work Projects 10, 000 300

Total 69, 400 15, 200

Funds were provided for day care for an average of 49, 300 children
in fiscal 1969, but the number of children actually receiving such care averaged
only 14, 600,

The Department of Labor estimated at the Senate Appropriation hear-
ings on November 19, 1969, that WIN enrollment would reach 150, 000 by June
1970, The budget which was submitted in January reduced that figure to
100, 000. At the end of February 79, 830 AFDC recipients were enrolled in
WIN, but 21, 775 of those individuals were simply awaiting training or employ-
ment. At the present rate of enrollment, it is questionable whether even the
budget estimate will be met.

The Administration states that it will seek funds for 225, 000 additional
training slots for the first full year of the Family Assistance Plan.
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CHART FOURTEEN
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CHART 15 -- WELFARE SAVINGS FROM WIN PROGRAMS

This chart shows the impact on the total cost of
Aid to Families with Dependent Children if WIN had not
been in effect since August 1968. Program costs for
January 1970 would have been $343 million without WIN
as compared with an actual cost of $341 million, During
the period August, 1968, to January, 1970, 13,013 per-
sons who had participated in the WIN program were
removed from welfare. The average dollar saving per
person removed from the rolls was $140 a month, It
might also be noted that the number of persons removed
from the rolls rose to about 1, 000 persons a month by
June, 1969, but since that time has not increased sub-
stantially.

All the savings from the WIN program, of
course, are not realized wholly by persons who leave
the rolls completely, since such training may also
mean higher earnings and reduced welfare payments.
On the other hand, it is reasonable to assume that
many of the persons reflected in the above statistics
would have found employment on their own,
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CHART FIFTEEN
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CHART 16 -- WIN‘PROBLEM AREAS

The following are some of the reasons for WIN's slow development and lack of
promiaed impact,

Previous manpower training programs for welfare recipients (Commurity Work
and Training and Work Experience) had been criticized for failure to incorporate substan-
tial on-the-job training (OJT). At this stage of its development, the WIN program is sub-
ject to the same criticism, There are tewer than 500 people on OJT. The bill puts great
stress cn getting more people into OJT and the bill provides for an additional source of
financing for such trainirg. The immediate prcblems, however, are more in arranging
such training than in financing it since funds have been available but unused,

In designing the WIN program, the Committee on Finance recognized the need
for special work projects for those people who were not suitable for training or who had
completed their training and for whom no job could be found. Although required by law
to be established in all States, only one State has implemented this provision in a sub-
stantial way., The Committee on Ways and Means emphasized special work projects but
modified provisions which they believed have inhibited program growth,

There seems to beg:neral agreement that lack of day care has had a great in-
hibiting effect on welfare mother participation in the program. The House bill removes
responsibility for day care from the State welfare agenties and places it on the Federal
government (HEW) with up to 100% Federal contribution. The Administration maintains
that it will provide services for 300, 000 school age and 150, 000 pre-schoo!l children in the
first full year of operation of the program at a cost of $386 million {$26 million of which
would be for renovation and staff training.) This has been questioned in view of WIN's per-
formance where, after a year and a half, only about 60, 000 children are being cared for.

Lack of referral of trainable people by some State welfare agencies has been
cited as one of the problems of WIN, New York, for instance, has referred only about 5
percent of the people it has assessed while California--with a very similar welfare popula-
tion--has referred about a third of those assessed. Bureaucratic rivalry between welfare
and employment agencies which has existed in previous training programs has been carried
over to WIN in some States, This situation, compounded by some lack of coordination at
the Federal level between the Departments of Labor and HEW, has reduced the effectiveness
of the program,

The Auerbach Corporation, which studied the WIN program, concluded that:

"Lack of adequate transportation is a serious problem for many
WIN projects, it affects the enrollees' ability both to participate in the
program and to secure employment. In rural areas where WIN operates,
many enrollees live miles from program facilities, and have neither cars
nor access to public transportation, Even in large cities transportation
poses problems, since sources of employment are increasingly locating
on the suburban fringes of metropolitan areas, far from the neighborhoods
where WIN participants live, It is now common to find situations, parti-
cularly im the East, where suburban jobs go begging while unemployment
soars in the inner city. "

The Ways and Means Commuittee also found that in some localities welfare mothers
have great difficulty in transporting their children to distant day care facilities.

Lack of medical supportive services {physical examinations and the ability to re-

medy minor health problems) has been cited as a major problem by the Auerbach Corpora-
tion and in a survey of WIN projects which was conducted by the Ways and Means Committee.

As to lack of jobs, the Auerbach Corporation states:

"Although the WIN concept 1s built around jobs for welfare reci-
pients, there has been little investigation of the labor market to determine
exactly where and how jobs can be obtained, and how many jobs are actually
available or likely to become available for WIN enrollees. Now that the
program 15 underway, there 15 a growing feeling among local WIN staff that
many participants, women in particular, will not obtain jobs in the already
tightly restricted labor market existing in many communities. "

In a period of rising unemployment and without an effective program of OJT,
special work projects, and job development, the problems of jobs for trainees may be-
come much more acute,
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CHART SIXTEEN

WIN Problem Areas
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33



140

CHART 17 -- FEDERAL MATCHING FOR WORK INCENTIVES

H. R. 16311 provides for increases in Federal matching per-
centages for all aspects of the Work Incentive Program.

The Federal share for manpower employment and training
services would be increased from 80% to 90%, with the State share
of 10% payable in cash or kind.

The Secretary of Health, Education, and Welfare would be
authorized to pay for up to 100% of day care for children of persons
in work or training, instead of providing 75% matching to the States
for expenditures for day care.

States would claim 90% Federal reimbursement for expendi-
tures for health care deemed to be necessary to place a recipient in
training or employment. Under present law a State is reimbursed for
this expense under its Medicaid formula, under which Federal partici-
pation ranges from 50% to 83%, depending ¢ n the State's per capita
income,

The Federal share for vocational rehabilitation services
provided under the work and training program would be increased
from 75% to 90%.

States would also receive 90% Federal reimbursement for

supportive services which were deemed necessary for employment,
an increase over the present Federal matching of 75%.
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CHART SEVENTEEN
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CHART 18 -- AID TO THE AGED, BLIND, AND DISABLED

H. R. 16311 would substantially modify and broaden
assistance programs for the aged, blind and disabled, It
would establish a single Federal-State program for these
recipients to replace the three existing programs of Aid to
the Aged, Aid to the Blind, and Aid to the Permanently and
Totally Disabled, and would establish nationally uniform
eligibility requirements for these groups,

The bill would establish a Federal floor for income
of recipients, requiring the States to have payment levels
which would assure an eligible individual of an income of at
least $110 2 month ($220 for a couple), Present law does not
provide for a minimum payment, and the States are free to
establish their own standards of need and payment levels, In
general, the standards and payment levels vary considerably
among the categories of aged, blind and disabled. The blind
currently have the highest average payment on a national basis,

Under the proposed bill, the Federal share would be
90 percent of the first $65, plus 25 percent of additional pay-
ments up to a maximum established by the Secretary of Health,
Education, and Welfare. The Federal contribution would be
calculated on the basis of the average payment in a State,
Under present law, the Federal Government paid 67 percent
of the co3t nationally of assistance to the aged in fiscal year
1969,

Present law allows the States to establish their own
definition of who is '"blind" and ''permanently and totally dis-
abled.' H., R. 16311 would require the Secretary of Health,
Education, and Welfare to establish uniform national defini-
tions; instead of ''permanently and totally disabled, " however,
welfare eligibility would be broadened to include anyone the
Secretary considered '""severely disabled,
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CHART EIGHTEEN

Aid to the Aged, Blind and Disabled
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CHART 19 -- ADMINISTRATION OF ASSISTANCE PROGRAMS

Under present law all public assistance programs, including
Medicaid, are administered by the States. The Federal Government
provides the States with 50% maiching funds for the cost of adminis-
tration.

H. R. 16311 provides for alternative administrative arrange-
ments. The Federal FAP payment could, under the bill, be administered
by the Federal Government or by the States under agreement with the
Secretary of dealth, Education, and Welfare. In fact, the Administration
and the Ways and Means Committee have indicated that the FAP payment
would be administered by a new Federal agency. The Federal Government
would pay the full cost of administering the Federal payment.

In regard to the State supplementary payments, the States may
elect to administer their own payments, in which case they would receive
50% Federal matching for the coats of administering the payments. As
an inducement to the States to elect to enter into agreements with the
Federal Government for Federal administration of the supplementary
payments, however, the bill authorizes 100% Federal payment of the costs
of administration if a State elects Federal administration.

The bill also provides for an alternative arrangement for
administration of the adult program of Aid to the Aged, Blind, and
Disabled. If a State elected to administer its own payments, it would
receive 50% Federal matching for the costs of administration. If it
elected to enter into an agreement with the Federal Government for
direct Federal payments to recipients, the Federal Government would
assume the full cost of administering the payments.

Medicaid would, under the proposal, continue to be adminis-
tered by the States with 50% Federal matching for the costs of adminis~
tration.
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CHART NINETEEN
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CHART 20 -- IMPACT OF H.R, 16311 ON MEDICAID

States are now required to provide medical assistance
(Medicaid) to all recipients of cash public assistance under any
of the Federally funded programs: AFDC, Aid to the Blind,
Old-Age Assistance, and Aid to the Permanently and Totally
Disabled, Under H. R, 16311, a number of persons would be
newly eligible for State cash welfare payments. State Medicaid
coverage would have to be extended to these persons if they are
not already eligible under the present State program, An esti-
mated two million persons would be newly eligible for Medicaid
under the bill.

In addition, under H. R. 16311 health care would be
provided with 90 percent Federal funding wherever such care
wasg needed to enable a person getting Family Assistance or
State supplemental payments to work or undertake work train-
ing. This would provide higher Federal funding than is the
case with Medicaid (90 percent as compared with 50 to 83
percent) and would also make health care available to some
of the working poor who would otherwise be excluded from
Medicaid.
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CHART TWENTY

Impact of H.R.16311on Medicaid

States must extend Medicaid to
these new recipients:

» Aged, blind and disabled persons newly
eligible for welfare because of
increased needs standard

« ‘Severely’ disabled persons who are not
permanently and totally disabled

«Families with an unemployed father
(in States not yet covering them)

«Other persons newly eligible for
assistance because of liberalized
Federal income and resource tests

State must provide health services with
90%Federal share) to any person if it is
"necessary to permit an individual ...

to undertake or continue manpower
training and employment.”
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CHART 21 -- WELFARE RECIPIENTS UNDER H. R, 16311

There are presently about 10 million persons
receiving Federally aided cash assistance payments.
More than 7 million of these persons are in families
with dependent chxldren, while the rest are aged, blind,
or disabled.

The Department of Health, Education, and
Welfare estimates that in 1971, 20 million persons in
families with children will be eligible for benefits under
H.R, 16311, while at least 4 million aged, blind, and
disabled persons will be eligible for benefits, Most of
the persons newly eligible for family assistance benefits
will be in families headed by a working father,
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CHART TWENTY-ONE
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COMPARISON OF PRESENT LAW WITH
PROPOSED LEGISLATION

' 1. Eligibility and benefits for families with children

Y

Present Law

H.R. 16311
Family Assistance Act of 1970

1. Under the program of Aid to Fam-
ilies with Dependent children,
States provide assistance to need
families when the father is dead,
absent from the home, or inca-
pacitated. At the State’s option,
absistance may also be provided
when the father is unemployed,

E}ach State
establishes &« minimum standard
of living (needs standard) upon
which assistance payments are
based; any eligible family whose
income is below the State needs
standard will be eligible for some
assistance. Generally speaking, all
income and resources of the needy
family must be considered in
determining the amount of the
assistanice payment (8 major cox-
ception is the disregard of a por-
tion of carned income to provide
an incentive for employment; sce
below). States also place limita-
tions on the real and personal
property s family may retain with-
out being disqualified for assist-
ance. Federal law does not require
States to pay the full difference
between a family’s income and its
needs stundard; many States limit
the amounts that can be paid to a
family,

erally speaking, the sulpe;

1. The existing progeam of cash pay-
ments to families with dependent
children would be repealed.

Family assistance payments.—Un-
der the Fumily Assistance Plan, aid
would be provided by the Federal
Government to each family with
children whose income counted under
the bill is less than the family benefit
level (3500 for each of the first two
members of the family plus $300 for
each additional member). A family
with resources of more than $1,500
(other than a home aud certain other
excluded property) would not be
eligible for family assistance pay-
ments. Generally spcnking, the
amount of family assistance would
be the difference between a family’s
income and the family benefit level
(a major exception is l{o disregard of
a portion of earned income to provide
an incentive for employment; see
below). To be eligible for family
assistance, the family would have to
meet work registration requirements
discussed below.

State supplementation.—Kach State
whose AFDC “nyment level in Jan-
uary 1970 was higher than the family
assistance payment ‘would be re-
quired to supplement the family as-
sistance payment. Supplementation
would not be required when the fa-
ther is employed, but would be re-
quired when he is unemployed. Gen-
ementary
payment would be the difference be-
tween the family assistar.ce payment
and the lower of cithe: the AFDC
payment the family would have been
eligible for in January 1970, or the
poverty level as defined in the bill.
(Special provisions for disregarding
a portion of carned income are dis-
cussed below.)

(151)
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12. Eligibility and benefits for other adults

Present Law

H.R. 16311
Family Assistance Act of 1970

2. Three categories of adults are
eligible for Kederally supported
assistance: persons 65 and over,
the blind, and permanently and
totully disubled persons 18 years
and older. As with Aid to Families
with Dependent Children, each
State establishes s  minimum
standard of living (needs stand..
ard) upon which assistance pay-
ments ure based; any aged, brind,
or disabled person whose income
is below the State needs standard
will be eligible for some assistance.
Generally speaking, all income and
resources of the aged, blind, or

disabled person must be considered

in determining the amount of the
ussistunce payment (though a per-
tion of earnings may be dizregarded
as a work incontive). States also
place limitations on the real and
personal property an aged, blind,
or disabled individual may retain
without beiug disqualified for assis-
tance. Federal law does not require

States to pay the full difference

between the income of an aged,

blind, or disabled individual and
the State’s needs standard; many

States limit the assistance that

can be paid.

States may cither have separate

assistance programs for the aged,

blind, and disabled, or may have

a single combined program for all

three groups.

46

2. The categories of persons eligible
(the aged, blind, and disabled)
would not be changed but States
would be required to have a single
combined plan for all three groups.
States would be required to pro-
vide a payment suf;lxci(-nt to bring
an individual's total income up to
at least $110 & month. In evalu-
ating need for assistance, States
would have to allow resources of
$1,500 (other than a home and
certain other excluded property).
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3. Work

incentive features for families

Present Law

H.R. 16311
Family Assistance Act of 1970

3. Employment plan and referial of
appropriate individuals.—State and
local welfare agencies set up a
comprehensive plan for each famil
receiving Aid to Families wit
Dependent Children to lead them,
where possible, to finaneial inde-
pendence through employment. All
appropriate individuals are re-
ferred to the Labor Department;
day care and other needed services
are provided by the welfare agency.
The welfare agencies determine
whe is appropriate for enrollment
and training, based on an evalua-
tion of each individual family.
Federal law states that the follow-
ing persons may not be considered
appropriate: (1) children under
age 16 or 21, if attending school;
(2) any person whose illness, inca-
pacitr, advanced age or remote-
ness from a project precludes effec-
tive participation in work or train-
ing; or (3) persons required in a
home to provide continuing care to
an ill or incapacitated member of
the household. Individuals referred
by the welfare agency are to be pla-
ced by the Labor I§0|mrtmcnt in
one of three groups, in this order
of priority: (1) immediate place-
ment in employment; (2) place-
ment in employment traiming, and
(3) placement in special work
projects under public or certain
nonprofit private sgencies.

Work incentive through earnings
eremption.—States must disregard,
for purposes of determining need for
assistance, an individual’s expenses
which may reasonably be attributed
to the carning of income (such as
transportation costs, ete.). In addi-
tion, States must disregard the first
$30 in monthly carnings plus one-
third of additional carnings of the
family.

Employment training.—Those in-
dividuals who are appropriate for
employment training receive class-
room or on-the-job training arranged
by the Labor department. Trainees

47

3. The existing Work Tucentive Pro-
gram would be repesled.

Registration with Public Employ-
ment  Service.—Each member of a
family would be required to register
for employment or training with a
public employment office unless he
or she is (1) ill, disabled, or aged; (2)
a mother caring for a child under 6;
(3) a mother in a family whose
father registers; (4) caring for an ill
member of the houschold; or (5) a
child under 16, or under 21 and in
school. Any person who falls in one
of these exempt categories could reg-
ister voluntanly.

Employment plan and work train-

ing.—The Labor Dvpartmont. ne-
cording to its priorities would de-
velop an employment plan for each
individual registered. To the extent
resourcas p2rmit, the sorvices and
training called for unisr the plan
would ge provided. The sarvices and
training provisions of the bill are
watterned after those in the Work
ncentive Program under present
law. The State welfare ag2ncy would
be required to provide health care
and other services to facilitate the
participation of individuals in the
training program. Trainces would
receive a monthly training allowance
of $30 (or it may be even more, if
they participate in an institutional
program where allowances are pay-
able under the Manpower Davelop-
ment and Training Act) in addition
to their welfare payment.

Work incentive through earnings
ezemption.—For purposes of both
amily assistance paymoants and
State supplementary payane:nts, the
first $60 of income earned in a
month would have to b2 disregarled
in determining the amount of the
payment (though no allowance
would have to be malde for the
individual’s expenses attributable to
work, other than child care). Earn-
ings needed to pay for child care
would have to be disregarded. For
purposes of the fanily assistance pay-
ment, one-half of carnings above $60
monthly would have to be disre-
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" 3. Work incentive fentures for families—continued

Present Law

H.R. 16311
Family Assistance Act of 1970

may receive a monthly training al-
lowance of up to $30 in addition to
their welfare payment. Once placed
in regular employment after training,
these persons are eligible for the
earnings exemption discussed above.

Special work projects.—Persons not
placed in Pm}»loyment or who are not
appropriate for employment training
are placed in specisl work projects
under public agencies or nonprofit
private agencies organized for »
public service purpose. The employee
18 paid wages just as other employees;
wages must be at least as higL as the
sum of (1) the amount formerly re-
ceived in welfare plus (2) 20 percent
of the wages. The employer bears
part of the cost of the wages, and the
welfare agency pays the employer an
amount equal either to the former
welfare payment or 80 percent of the
wages, whichever is smaller; each
employee must be reevaluated at
least every 6 months for placement
in training or regular employment.

Refusal to accep! training or employ-
ment.— If & person refuses to accept
work or undertake training without

ood cause, the welfare agency is
informed and, unless the person
returns to the program within 60
days, his welfare payment is termi-
nated. Protective and vendor pay-
ments are continued, however, for
the dependent children.

Welfare of the children.—Federal
law prohibits the designation of a
mother as appropriate for referral to
the Labor Department unless and
until suitable day care is provided
for her children. The law provides
that the day care must meet stand-
ards required by the Secretary of
Health, Education, and Welfare.
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garded. For purposes of the State
supplementary payment, States would
have to disregard (1) one-third of
additional earnings up to twiee tae
amount the monthly family assist-
ance payment would be if the family
had no income (for a family of 4,
one-third of ecarnings between $60
and $327 monthly), and (2) one-
fifth of earnings above that amount.
These earned income exemption for-
mulas result in total assistance pay-
ments generally very close to those
under existing law.

Special work projects are authorized
but not requireg; the financing mech-
anism of existing law is eliminated.

Refusal to register or to accept
training or employment.--1{ a person
without good cause refuses to regis-
ter, accept work, or undertake train-
ing, his portion of the family assist-
ance payment would be terminated.
The balance of the payment may be
made to & person outsile the family,
where appropriate, under a protec-
tive payment arrangement.

Welfare of the children.—The De-
yartmant of Health, Education, and

elfare would be required to provide
necessary child cara services for the
children of individuals participating
in training or employment.
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4. Aid to fanuiex with dependent
children.—Program is administered
by wefare agencies in States and
localities; the Federal Govern-
ment pays 50% of the cost of
program adriinistration.

Work and training.—The Labor
Department has responsibility for
employment training and placement
under the Work Incentive Program.

Aid to the aged, blind, and dis-
abled. —Program is administered by
welfare agencies in the States and
localities; the Foderal Government
pays §0% of the cost of program
administration.
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4. Administration

49

. B T I

H.R. 16311
Family Assistance Act of 1970

4. Family assistance payments and

State supplementary ents.—
States would be oﬂ{gg:!n three
alternatives: (1) Federal admin-
istration of both paymeut pro-
grams; (2) under agreement with
the Department of Health, Edu-
cation, and Welfare, the State
could administer both payment
rograms; or (3) Federal admin-
istration of family assistance pay-
ments and State administration
of State supplementary payments.
The Feder»‘ Government would
bay the full cost of administer-
ing the family assistatice payments
under any alternative; it would
pay the full cost of administering
the State supplementsary pay-
ments under the first alternative,
but only half of these costs under
the second and third altarnatives.
Work and training—The Lsbor

Department would be reipamsible

for development of an individual's

employment plan and for imple-
mentation of that plan; the Dapurt-
ment of Health, Education, and

Waelfare would have to arrange for

child care, while State welfare agau-

cies would have to provide for health
care and other supportive social
services.

Aid to the aged, blind, and dis-
abled—The States could either (1)
continue to administer assistance to
these groups or (2) enter into an
agreement for the Federal Govern-
ment to perform s part or all of the
administrative functions involved in
the program. Any Federail{ per-
formed administration would ~in-.
volve no State cost.
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5. Federal financial participation

Present Law

5. Assistance payments.—Federsl fi-
nancial participation is based on
one of two alternatives, at the
State’s option: (1) the Federal
matching percentage for Medicaid
(rarging ?rum 50‘% to 839%, de-
pending on State per capita in-

come) is npplied to all expenditures *

for assistance payments; or (2)
Federal matching is based on a
formula upplied to average assist-
ahce payments up to certain limits.
Under the second alternative, the
State determines the average
monthly payment. For Aid to
Families with Dependent ( hildren,
Federal matching applies only to
to the first $32; the Federal shure
is 15/18 of the first $18 (or less)
Nus the ‘‘Federal percentage”
Eranfing from 50% to 65%, de-
pending on State per capita in-
come) times the next $14 (or less).

Aid to the aged, blind, and dis-
abled, Federal matching applies
only to the first $75; the Federal
share is 31/37 of the first $37 plus
the “Federal percentage’” times-the
next $38 (or less).

Employment training.—-The Fed-
ers] Govermment pays 809 of the
cost of employment training under
the Work Incentive Program; the
i()"/ State share may be in cash or in
i,

Child care and other social services.—
The Federal Government pays 759,
of the cost of child care and other
necessary social services as part of
the comprehensive plan for each
family.

Administrative costs.—The Federal

Government pays 50% of the cost of
program adminstration,
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H.R. 16811
Family Assistance Act of 1970

5. Family assistance program.—

The Federal Government would
pay the full cost of benefits and
adgunistrntiml).

tale supplementar ayments.—

The Federal Go\'ernm{n{}wﬁld pay
30% of the cost of State supplemen-
tary payments, There would be no
Federal financial participation in (1)
})ayments to, families where the
ather is employed, and (2) the por-
tion (if any) of the supplementary
Pay{nent which, when added to the
amily assistance payment, exceeds
the poverty level Aeﬁncd in the bill
(83,720 for a family of four). At the
option of the State, the supplemen-
tary payment would either be ad-
ministered by the Federal Govern-
ment (with no State cost) or by the
State (with 509, Federal sharing in
the cost of administration).

Aid to the aged, blind, and dis-
abled.—The average monthly as-
sistance payment would be caleula-
ted. The Federal Government would
pay 90% of the first $65 and 259%
of the remainder up to a limit
set by the Secretary o} Health, Edu-
cation, and Welfare.

Employment training.—The Fed-
ersl Government would pay 909 of
the cost of the traiming program; the
109, State shard could be in cash or
in kind.

Child care, health care and other
supportive social services.—The Fed-
cral Government would pay up to the
full cost of child care and 907, of the
cost of health care and other services
to facilitate the participation of
individuals in the training program.

Savings provision.—For 2 fiscal

ears, States would be assured of not
ihcurring additional costs as a result
of enactment of the bill.
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6. Each State was required to partie-
ipate in the ork Incentive
rogram 1to Jater than July 1, 1069.
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6. Effective ute

51

H.R. 16311
Family Assistance Act of 1970

6. The provision authorizing 1009
Federal funds to support child care
projects would be effective upon
enactment of th~ bill.

All other provisions of the bill
would be effective July 1, 1971, with
special provision made for States
with statutes that would prevent
them from complying with the bill at
that time,
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_ The Cuairmax. This morning the committee is pleased to have as
its first witness for the administration the Honorable Robert H.
Finch, Secretary of Health, Education, and Welfare.

I believe Senator Harris has a statement he would like to make be-
fore the Secretary begins.

Senator Harris?

Senator Harris. Thank you, Mr. Chairman. I am pleased that the
House of Representatives ﬁas passed H.R. 16311, the Family Assist-
ance Act of 1970. This bill is important because, 1f adopted, it would
establish the principle of a federally guaranteed minimum income for
all Americans and replace the outdated and unworking system of wel-
fare in this country. It could not have been passed in the House with-
out the wise leadership of the distinguished chairman of the Ways
and Means Committee, Mr. Mills, and I strongly commend him.

However, I am concerned that H.R. 16311 will not insure that the
basic deficiencies of the present system are corrected.

I am hopeful that substitute legislation can be adopted which will
carry out certain fundamental principles of the National Basic In-
come and Incentive Act, S. 3433, which I recently introduced.

First, the inadequate $1,600 level of payments in H.R. 16311 should
be increased. Over a 3-year period we shouid phase in payments which
will provide an income of at least the poverty threshold level. The
OEQO experimental income maintenance program in New Jersey con-
firmed what many of us have thought for a long time—if you provide
an adequate level of income, people are in fact encouraged to work,
and initiative and incentive are increased, while income levels below
what is necessary for decent health, housing, and living standards
destroys initiative and makes it difficult for succeeding generations to
break the welfare cycle. Only 18 percent of those presently receiving
welfare will receive any new benefit at all from the Federal $1,600
floor payment. A child in one State will continue to be worth more
than one in another; there will be no evening-out of payments.

I also think it is essential that we move as quickly as possible to
completely federalize the welfare system, thus relieving the States
and local governments of the impossibly staggering welfare burden
they now bear.

S);cond, H.R. 16311 should be amended so that mothers of school age
children are able to exercise their own judgment as to whether they
are able to carry the double burden of both managing a home and
holding a job. It is unfair to permit the mother whose husband is still
in the home this option, as the Nixon plan would do, but deny it to
a mother who is already carrying the double burden of rearing chil-
dren unaided by a father in the home. Experience shows that a great
many—perhaps most—such mothers will want to work, but they, their
children, and society itself will be better served if these mothers are
allowed a choice.

Third, adequate incentives for work—allowing a person to retain
more of what he earns—are required.

Fourth, the deficiency in H.R. 16311 in failing to set forth the con-
ditions under which a recipient would be required to take a job should
be corrected. As the National Basic Income and Incentive Act pro-
vides, no one should be required to take a job except with decent pay.
. Fif)t.hw—and this is because we must ask: “Where are the jobs?”—
it is essential that we expand opportunities for public and private
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em{uloyment——already eatly reduced by this administration’s fiscal
and monetary licies.%{ising unemployment, which strikes harder at
poor people, the unskilled and minorities, makes it doubly impera-
tive that we assure jobs for all those who are willing and able to work.

These suggestions are in keeping with the efforts the late Senator
Robert F. l%ennedy and I and others launched in 1967. At that time,
he and I joined together on the floor of the Senate in opposition to
certain regressive, punitive amendments which had been adopted in
the welfare laws in the fall of 1967. While we were largely successful
on the floor of the Senate, many of the gains we made on the floor
of the Senate were lost in conference.

Many of these regressive measures remain in the law and some of
them are found in II.R. 16311. T am hopeful that the Senate will recog-
nize that our goa! is to help people break out of the welfare trap, and
assure them a renl chance to do so.

I would like, if T may, to include at this point in the record a sum-
mary of provisions contained in the National Basic Income Benefits
Act, S. 3433.

The Cuarryan. Without objection.

{The snmmary referred to follows:)

SUMMARY OF PPROVISIONS IN NATIONAL Basic INCOME BENEFITS AcCT

Sec. 2001. Sets forth the purpose of the Act which is to establish a national
program of basic income benefits entirely financed from Federal funds, unt.
formly administered throughout the nation by either Secretary or delegates,
designed to assure that every individual and family will enjoy the level of living
justified by American productivity, and will encourage persons to enter the
labor market.

Sec. 2002. Provides that the determination of what constitutes a minimum
living requirement shall be made by the Secretary of Health, Education and
Welfare. The determination shall be consistent with the incomes of non.farm
families determined by the Social Security Administration for the latest year
for which data is avallable as an index of poventy subject to such variables as
age, composition of families, difference in cost of living in different regions of
country, etc.

Sec. 2003 (a). Provides authority for Secretary to determine what resources
can be disregarded for purpose of determining qualification and level of need.
Such items as the home, household goods and personal effects of an individual
or family as’well as other items which the Secretary may determine warrants
exclusion.

In addition, the earned income of any individual or of any member of a fam-
ily group during any month shall be disregarded to the extent of the first $753.,
plus one-half of the next $150., plus one-fourth of the remainder.

Sec. 2003(b). Provides for conditions upon which a refusal to accept a job will
not disqualify individual to basic income benefits. Refusal to accept a job if it
is vacant due to a labor dispute, if the wages are not in keeping with prevailing
wages in area for similar job or if below minimum hourly rate, etc. wiii not be
grounded for denial.

Refusal to participate in work-training program if the programi would not
prepare the individual for a suitable job which will be available whon training
is complete will not disqualify one to benefits,

Further, it is provided that: one under the age of 16 or over 63; one physi-
cally or mentally unable to work; a child attending school; a woman having
in her care a preschool child or a child attending school; and that one required
in the home because of the illness or incapacity of another, will not lose benefits
by reason of refusal to participate in work-training program.

Sec. 2004. Provides that the amount of assistance to which an individual or
family group is entitled to shall be equal to the minimum living requirement of
such indlvidual or group less the amount of other income and resources avail-
able to the individual or group.

Sec. 2005. Provides for respousibility of the Secretary, or his delegate to
refer applicant for basic incoine benefits to other agencies, rehabilitative, etc.,
if he would benefit from services of the agency.
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Sec. 2008. Provides for the filing of an application for benefita. The Secretary
shall prescribe what information is to be contained in the application. Further-
more, the section requires the Secretary to act promptly on an application.

Sec. 2007. Provides that the Secretary or his delegate shall make the deter-
mination of eligibility for benefits based on information in the application and
if the initial détermination is incorrect the Secretary shall take approprate action
to assure that no more than the correct amount is paid.

Sec. 2008. Provides for review procedure of determination made by the Sec-
retary or his delegate. Judicial review of the Secretary’s determination is pro-
vided for along with the right to legal representation.

Sec. 2009. Provides for the applicability of legal procedures otherwise pro-
vided for in Social Security Act to this Title.

Sec. 2010. Provides for authorization of appropriations. Such amounts as may
be necessary beginning with the fiscal year which ends June 30, 1971, are author-
ized to be appropriated. o

Sec. 2011, Provides for the publication of the regulations of the Secretary in
the Federal Register in accordance with the provisions of subchapter 11 of
title 5, United States Code.

Sec. 2012. Provides for authority for the Secretary to administer the program
authorized by the Act. Authority is given to the Secretary to utilize the per-
sonnel, facilities, and services of another Federal Agency with the consent of
the head of the Federal Agency concerned or to enter into agreements with
States to administer the program.

Sec, 2013. Provides that the Secretary by regulation shall provide safeguards
which restrict the use or disclosure of information concerning applicants or
recipients.

Sec. 2014. Provides for a three year transition to the benefit levels prescribed
in Section 2002, Section 2003, and Section 2004,

For the fiscal year 1971, the basic income benefits shall be the greater of 70%
of the minimum living requirements or the henefits paid under the states plans
as of January 1, 1970, based on the present poverty level this shall be $2520. For
fiscal year 1972 the greater of 85% of the then determined minimum living
requirement or the states benefits.

For the years 1071 and 1972, the Secretary can enter into an agreement with
the appropriate state agency to administer the plan.

The states will be reimbursed for the cost of administering the program
Including the payment of the benefits specified in the act in excess of the fol-
lowing percentages of expenditures which would have been made by such state
iundi(;,r Titles I, X, XIV, XVI, and part A of Title IV had this section not been
n effect :

For the fiscal year 1971—80% of such expenditures.

For the fiscal year 1972—50% of such expenditures.

Should a state refuse to enter into an agreement with the Secretary, then
the Secretary can administer the program through employecs of HEW and nioney
expended, which would not have otherwise been expended had the state entered
into an agreement, may be withheld from amounts payable to such state under
other Federal programs,

Sec. 2015. Provides for certain conforming amendments.

The CiratraraN. Please proceed, Mr. Secretary.

STATEMENT OF HON. ROBERT H. FINCH, SECRETARY OF HEALTH,
EDUCATION, AND WELFARE; ACCOMPANIED BY JOHN G. VENE-
MAN, UNDER SECRETARY; ROBERT E. PATRICELLI, DEPUTY
UNDER SECRETARY FOR POLICY ; CHARLES E. HAWKINS, SPECIAL
ASSISTANT T0 THE ADMINISTRATOR FOR LEGISLATIVE AFFAIRS,
SOCIAL AND REHABILITATION SERVICE; AND JEROME M.
ROSOW, ASSISTANT SECRETARY FOR POLICY, EVALUATION, AND
RESEARCH, DEPARTMENT OF LABOR

Secretary Fincm. 1 may for the record identify the [nder Secre-
tary, Mr. Jack Veneman, and the Deputy Under Secretary for Policy,
Mr. Robert Patricelli.
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The Cirarman. Mr. Secretary, you have about a 30-page state-
ment and some charts, I would suggest that we on the committee
should not interrupt you with questions until you have finished your
prepared statement. .

Secretary Fixcn. We would be grateful for that opportunity,
because this is a rather complicated presentation, and we would like
to present it with some degree of integrity and with the chart presenta-
tion at the same time.

Mr. Chairman, I hope that during the next several days of hearings,
I may clarify some of the points you have raised in your opening state-
ment, and also those wlxicl‘x Senator Harris has raised in his statement,

We are pleased by the broad support given the basic principles of
the administration’s proposal by a great many public and private
groups, including the Urban Coalition, the AFL~CIO, the National
Association of Manufacturers, the Council for Economic Development,
the Urban League, the American Jewish Commitiec and many others.
We feel that this support is a reflection of the fact that fami{v assist-
ance is a sensible though revolutionary plan—that it commends itself
to persons of all Yersnasions who seek a workable solution to the crisis
in our current welfare system.

We are currently studying the House-passed bill in detail, and have
made some changes, and wil{.{be transmitting these changes, which may
be of a minor and technical nature, to you very shortly.

THE INCOME STRATEGY

The basic structure of the family assistance plan is the product of
over a year of intensive study, beginning before President Nixon’s
inauguration with his Transition Task Force on Welfare. During the
course of this study we drew upon the work of humerous experts in the
field of income maintenance t%n'ouglmut the country, and considered
dozens of variations of the plan before arriving at the final version.

I think it would be useful at the outset to identify briefly the three
major objectives of the plan hefore proceeding to describe each of
them in detail,

The first objective is to provide strong work incentives in the welfare
system both for those on welfare and for those working people who
have a high risk of entering the welfare population. The central rea-
son for the particular reform structure embodied in the family assist-
ance plan is its importance to work motivation in our society.

The second objective is to move toward a national solution for what
we recognize as a national welfare problem through the establishment
of uniform eligibility criteria, a Federal floor under benefit levels and
strong incentives for Federal administration.

The third major objective of the family assistance plan is to make
a significant impact on the problem of poverty. I'f the family assistance
plan and the President’s }ood stamp proposals are enacted, we will



162

have reduced the poverty gap in this country by about 60 percent. In
other words, these two programs, taken together, will cut by 60 per-
cent the difference between the total income of all poor Americans and
the total amount they would have to earn te rise out of poverty.

With this program we launch a new strategy—an income strate%‘y—’
to deal with some of our most critical domestic problems. For those
among the poor who can become self-supporting, this strategy offers
an avenue to greater income through expanded work incentives, train-
ing, and employment opportunities. For those who cannot work, it
recognizes a Federal responsibility to insure & minimum level of in-
come support nationwide.

This income strategy is an evolving one. The family assistance plan
is the cornerstone of the strategy and provides a sound basis for its
further development. The administration is keenly aware of the need
to analyze closely the interrelationships among all our poverty-related
transfer programs to assure that the{ are mutually squort-in . In this
regard, it is essential in assessing the adequacy of the family assist-
ance plan to remember that benefits under these programs are cumula-
tive. Furthermore, these ongoing programs frequently involve con-
flicting incentives and disincentives for people to work. Over the next
months and years we will continue our review of all tne Govern-
ment’s cash and inkind transfer programs and will make recommen-
dations to the Congress to improve both their effectiveness and their
compatibility with our overall strategy.

THE FAILURFE OF THE WELFARE SYSTEM

In designing the family assistance plan, we have sought to ident,ifly
and deal directly with the most pressing problems facing public wel-
fare today.

As President Nixon said in his address to the Nation on August 8:

Whether measured by the anguish of the poor themselves, or by the drastically
mounting burden on the taxpayer, the present welfare system has to be judged a
colossal failure . . .

What began on a small scale in the depression 1930's has become a huge mon-
ster in the prosperous 1960's. And the tragedy is not only that it is bringing
States and cities to the brink of flnancial disaster, but also that it is failing to
meet the elementary human, social and financial needs of the poor.

. The President’s assessment is borne out by the well-known fact that
in this decade alone, total costs for the four federally aided welfare
programs (Aid to Families with Dependent Children, Aid to the Aged,
Aid to the Blind and Aid to the Disabled) have more than doubled, to
a level estimated in 1970 at about $6.6 billion. In the Aid for Families



163

with Dependent Children program (AFDC), costs have more than
tripled since 1960 (to almost $4 billion annually at the present time)
and the number of recipients has more than doubled (to some 7.1
million persons in November 1969). Since the President first proposed
the family assistance plan, in August of last year, another million
people have been added to the AF%)C rolls. Even more disturbing is
the fact that the proportion of children on ADFC is growing. In the
15 years since 1955, tﬁe proportion of children in the Nation receiving
assistance has doubled—from 30 children per 1,000 to 60 per 1,000 at
resent.

P Prospects for the future show no likelihood for relief from the
present upward spiral. If present trends continue, AFDC costs will
almost double again by fiscal year 1975, and caseloads will increase by
50 to 60 percent. Yet, despite these crushing costs, benefits remain
below adequate levels in most States.

The crisis in our welfare system is, of course, not really surprisinf,
beeause, in many ways, the present AFDC program is built to fail. It
contains structural defects which help to cause its own destruction.

First, as all of you know, it is characterized by unjustifiable dis-
crepancies between States. It is, as you know, not one welfare system
but more than 50 different systems with no national standards for
benefit levels. AFDC payments now vary from an average of $46 per
month for a family of four in Mississipppi to $265 for such a family
in New Jersey. These gross disparities are aggravated by complicated
State-by-State variations in criteria for eligibility and methods of
administration. Each State has its own need standards, assets tests,
incapacity tests, requirements for school attendance and age of chil-
dren, and income exclusion o* the program has varied widely in terms
of equity and responsiveness to recipients’ needs from State to State
and locality to locality. For example, the proportion of children receiv-
ing AFDC varies from 2.2 percent in Indiana to 10.7 percent in New
York. This variation simply cannot be blamed on differences in the
incidence of poverty.

I would like to indicate this on the first chart. Mr. Patricelli will
speak on the allowance payments.

Mr. Patricennt. The members of the committee have the chartbook
and reproduction of everything that I am going to talk on. You may
wish to follow along on this reproduction.

The CHAIRZ\L\N.% think it might be appropriate to place this chart
in the record at this point.

Secretary Fincu. Thank you, Mr. Chairman. I have several charts
and I would like them placed in the record at the appropriate place.



STATE INEQUITIES

ALLOWANCE PAYMENTS VARY WITH EACH STATE

Average Monthly Payment
Family of Four

$250-299
$200- 249
$150-199
$100-149
$ 50— 99

0- 49

2 STATES
| O STATES

14 STATES
19 STATES

. 5 STATES
{ STATE

91
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Mr. Parricerit. This chart, “State Inequities,” will illustrate the
point. that, under the present A¥DC program, the standards vary
from State to State. This is a chart to show how they vary from State
to State, and how the different States fall now in terms of benefit levels.

As you can see, there is one State, the State of Mississippi, which
pays bencfits to a family of four on a monthly basis ranging from 0
to $49 per month. In fact, right now the average payment is $46 per
month in Mississippi. The majority of States fall in the range from
$100 to $200 per month, and there are two States that make payments
averaging over $250 a month, thoe highest being the State of New
Jersey, with a payment of roughly $265 for a family of four that hasno
earnings or other income.

The State legislatures, under present law, are responsible for setting
these benefit levels, and the Federal Government matches a percentage,
varying from 50 to 83 percent, of whatever State legislatures choose
to set for benefit levels.

The second chart——

The Criairman. Let me just ask you one question on something I
do not understand.

In your first, second, and third, and fourth columns, most of what
appears there is the letters “NS,” “Not. Specified.”
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HOME AND PERSONAL PROPERTY LIMITATIONS, 1969

Value of Home Owned 11 Allowed &/

Persanal Property Limits ¥/
Per Person (Recipient!

AFOC

State OAA AB APID AFOC OAA AB APTD Par Family
Alabama °, 500 NS 2,500 2 50
Alzsia NS NS NS NS e tmo T T
Arizona 3,000 %, 8,000 5, ‘wod W w0 "0
Arkansas 4, 500-86, 500 $4, 500- $6, 500 4,503,500 84, 500-86, 500 50 & so0 ¥ 500 ¢ 1,60
Catilornia NS NS NS 5, Lao¥ 150 1.200 "600
Colorato NS NS NS NS L004  Lo0d  1oo0d 2,000
Connecticut NS NS NS NS 1550 LSS0 1% %0
Delaware NS NS NS NS X0 L00W  None None
Plorida NS NS S NS > C R T Y 1,20
Georgla NS N %0 o e 2
Hawall 10,000 2 ¥ 2 )
tdaho NS 500 50 500 500
HHilnois NS oy L. X% wl ¥
Indiana NS %0 %0 30 None
lows Used wo¥ oo od 1005
Kansas Sreeeesmeeneeeene 004 500 &/ 500 ¥ 1.000
Kentucky NS NS NS NS 2004 2008 200¥ 2,5%0¥
Loufsiana Used ysed NS NS Ly L1504 ¥ 0
Maine NS NS NS NS 0¥ 5004 00§ 1,000
Marytand NS NS NS NS 00 0 300 X0
Massachusetts NS NS NS NS L00# 2000 0 1,000
Michigan Used Used Used Usad L8 1,75% L0 2,00
Minnesota 10,000 NS 10,000 1,500 & 200 0¥ 1,500
Mississippl 2,500 2,500 2.500 2,50 500 ¥ a0 & 0¥ [
Missourl bl NS v v 1.00¥ L5008 100¥ 1,50
Monfana 3,000 3,000 3,000 3,000 500 S0 0 800
Nebraska NS NS NS NS L1so# L1508  1,1%¥ 2,5
Nevads 4,650 NS - 6,650 red 1,50 - 500 %
New Hampshire 1,500 1,50 1,50 3,000 0¥ X0 ¢ o0& 500
New Jersey NS NS NS NS ¥ ¥ ¥ ¥y
New Medco Used Used used Used 1,20 1,20 120 1,20
New York NS NS NS NS 20 20 20 ]
North Carolina NS NS NS NS 50 & 50 ¢ 500 & Lo
North Dakota NS NS NS NS 1,000 1,000 1,000 1,30
Ohlo 12,000 NS NS NS 0 ao¥ %00 ¥ 1,09
Oxlahoma 3,000 3,000 3,000 8,000 350 4 0¥ 0¥ 600
Oregon NS NS NS NS 04 50 ¥ 0¥ 500
Pennsylvanla NS 5,000 NS NS 00 1,50 %0 50
Rhode #sland NS NS NS NS No cash Nocash Mo cash No cash
South Cardiina NS NS NS 53 0¥ 0¥ 504 1,000
South Dakota NS NS NS NS 2000 2008 20008 20
Tennesste 6,000 6,000 6,000 5,000 5004 0 & 5004 500 ¥
Teurs NS NS Used Used 1,504 L4 Lo¥ 3,000
Uah NS NS NS NS 900 &/ o0 ¥ 900 ¥ 1,00
vermont NS NS NS NS o0 & a0 ¥ 900 ¥ 1,000
virginia NS NS NS NS 0 oo 00 o0
Washington NS NS NS NS s s 550 ¥ 1,050
West Virginia NS NS NS NS o0 &0 60 (2]
Wisconsin NS NS NS NS 1,7% 1,70 1,50 00
wyoming 3,000 3,000 3,000 3,000 500 [ 60 60
NS = Not specified.
L Real + personal limited to $10, 50¢
2/ 1 'mits on specific items.
¥ Notimits; must fiquidate mithin six months
& (nsome Stales larger aflowances are made for coupies with famiiies.
5 1nsome States the allowance varies by number of children.
& Amount for one manth's need.
2/ May hold “Trust unds of an infant u) to $1,00C more 1t personal inpury award.”
& {n using these Agures it should be roted that some relate to "market vatue'', some to "#ssessed value”, and some lo "equity”
¥' The figu-es are the sum of Lhe State's maximum on "liquid assels” or "cash reserves” ard any maximum on “cash or loan value of 1ile insurance” specifisd

'y he State. {1t does not inciude amounts of face value of Iie insurance which some States set @ maximum on. Nor does it include the value of nonincome -

producing real property other than the home which many Staes attow as part of the reserves. |
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Mr. Patricerur. Senator, there is no limit specified in those States to
the value of a home which an adult recipient may hold, although most
of these States apply liens as a condition of eligibility.

The purpose of d‘iis chart was only to give you an example, on one
paper, of just how varied State eligibility requirements are in this
particular area of asset tests or limitations on resources. You can see
that in AFDC, for example, in the farthest over column, we have per-
sonal property limitations that vary all the way from $500 in Wiscon-
sin and Oregon up to $2,500 in Kentucky.

The Crarrman. That is per family, not per recipient.

Mr. Parriceraa. Yes, Mr. Chairman.

Secretary Fincu. The point is that each State has its own benefit
levels, and the Federal Government has no control. We have an open-
ended obligation to provide matching for these benefits,

The resﬂt is not only a potentially unmanageable drain on Federal
resources, but the creation of a system in which the Federal Govern-
ment discriminates sharply in its treatment of equally needy families
in different States. This 1s neither logical nor equitable. In those States
where the benefit level, and consequently the Federal contribution, is
low, this kind of inequitable treatment leads to added costs for the
Federal Government later on in the provision of remedial Ero aIms,

Third, AFDC is inequitable in its treatment of families headed by
males as optposed to those headed by females. While needy families
headed by females are eligible for AFDC, in no State is an intact
male-heaged family, where the father is working full time, eligible for
federally aided assistance. In half of the States, even families
headed Ey unemployed males are still not eligible under the program
for unemployed parents (AFDC-UP). The result of this discrimina-
tion is the creation of an economic incentive for an unemployed father
or a father in a low-paying or sporadic job to leave home so that the
State may better support his family than he can. For example, if a
father employed full time in a low-wage job is able to earn only $2,000
a year, and welfare in the State would pay a fatherless family $3,000
per year, his wife and children are financially 50 percent better off
if he leaves home,

The family stability problem is reaching a critical stage, as this
committee realizes, I am sure. From 1960 to 1968, the percent of
families in poverty who are headed by females has increased from 24
to 85 percent. Furthermore, in 1940 only 30 percent of AFDC families
had absent fathers, while today over 76 percent do. The causes of this
problem are obviously rooted in complex social problems such as
urbanization and we do not know the exact extent to which the welfare
system itself breaks up families, Nonetheless, the preservation of a
system which provides a prima facie incentive—a clear financial re-
ward—for family break-up seems vicious and irrational.

I would like to have the chart “Number of Children Receiving
AFDC by Status of Father, 1940-196S" showing the increase in the
AF¥DC program,
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Mr. Parricernr. Mr. Chairman and members of the committee, in
thiz chart one portion shows the AFDC families which are char-
acterized by fntflers absent by reason of divorce, separation, or deser-
tion, or because they never married the mother. It does not include
fathers absent by reason of death. It is this group of the AFDC popu-
lation—the fathers-absent-but-alive group—which has grown so
enormously in the last 30 years.

Secretary Fixcm. Last, but perhaps most important, we think that
our present welfare policy is unfair to the working poor. Without re-
gard to their financial need, it rules them ineligilﬁe to receive assist-
ance just because they are working full time. Welfare in this country
helps men who don't work, but doesn’t help those who do. Other Fed-
eral assistance programs, such as food stamps and public housing, do
not make this unfortunate distinction in eligibility on the basis of the
sex or work sitnation of the family head.

This AFDC structure has perverse etfects on work incentives, First,
it places a premium on working less than full time so that one can

ualify for assistance. Second, 1t makes it possible for many welfare

amilies to receive more money from welfare than other equally needy
families who must rely solely on a low-paying job. Naturally such a
system provides incentives to work less or not at all. It is the simple
truth that it is all too often possible for people to be better off on wel-
fare than by working. There are several ways in which this can happen
and because of the importance of this problem I would like to describe
a few in detail.

Take for example, the case of a workingwoman. If her earnings are
in excess of the State-defined nced standard, she is not eligible for
welfare support under prsent law. .Jlowever, a working mother who
happens to be earning less than the need standard will be eligible for
supplementation of her wages based upon the earnings incentive for-
mula of 30+14. In her case, she could easily have a higher total
income, of earnings plus welfare, than our first. woman who has only
her earnings.

Morever, if a welfare mother increases her carnings so that they
are above the need standard, she will still continue to receive welfare
supplementation up to the break-even point under the 30+14 formula,
and the discrepancy between her total income and that of the non-
welfare woman will grow even greater.

Mr. Parricerui. Members of the committee, if we could deal with the
the next chart “Treatment of Working Women Under AFDC,” next
in your hooklet. This has to do with the work disincentives which exist
in the present law for workingwomen,

44-527 0—70—pt. 1——12



TREATMENT OF WORKING WOMEN UNDER AFDC

- |MOTHER WITH EARNINGS
MOTHER WITH STATIC | MOTHER WITH STATIC |ORIGINALLY BELOW #3000
|ARNINGS O 43506 | EARNINGS 0 #2500 [T RESD 050
EARNINGS $3500 | $2500 | #3500
MINUS WORK-RELATED EXPENSES |~ -420 | -420 | -420
WELFARE GRANT 0 18] 1161
TOTALINCOME | 43080 | #3961 | 44341

(State payment level of $3000 for family of four)
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Mr. Patricerin I think it is generally felt that the Congress dealt
with this problem in the 1967 amendments by enacting the so-called
30+14 rule. Under that rule, of course, which is a formula for de-
termining what percent of welfare is reduced as earnings begin, wel-
fare payments are not reduced by the first $30 per month of earnings,
and then are reduced by only two-thirds of a dollar for every additional
dollar after the first 30. However, the Congress did not require States
to modify their need standards to take into account that change in
formula,

Let me explain with an example how the provision works.

Take the case of a mother with static earnings of $3,500 in a State
which has a $3,000 payment level and need standard. She is above the
$3,000 need standar({). he is simply not eligible.

We have included $420 per year as estimated work-related expenses.
She gets no welfare. So her total income after reductions for work-
related expenses is $3,080.

Now take a mother with relatively stable earnings of $2,500. She
starts below the $3,000 need level. She is eligible for assistance and
her payment is calculated by an application of the 30+14 formula.
That produces for her an AFDC grant of $1,781. ( You take the $2,500,
subtract from it the $420 in work-related expenses, add to it a welfare
grant of over $1,700.) She has a total income of $3,961.

Now, the third case and the key case. Take the mother who was
originally earning $2,500. She improves her work situation and she is
able to move to earnings of $3,500 a year. She, having once been eligible
for welfare, is still subject to the 30+ 14 formula. Her welfare grant
is reduced from $1,781 to $1,161. But even though she is over the need
standard now, she is still getting welfare. She is in the same situation
with regard to earnings as our first mother, but this third mother, by
reason of having started below the need standard, is getting a welfare
grant which produces a total income for her of $4,341.

Seeretary Fixcn. For workingmen the siutation is even worse.
Under AFDC-UF, only families headed by “unemployed fathers”—
defined by regulation as those working no more tgan 30 hours per
week (States may set the ceiling at 35 hours at their option)—are
eligible. This means that a father on welfare will be better off work-
ing under the 30414 formula so leng as he doesn’t work more than 30
hours a week. If he takes a job in wﬁich he works more than 30 hours
per week he is no longer “unemployed” under the regulation and
he loses the supplementation to his earnings provided by welfare under
the 30+ 14 formula. This situation is described in the next chart, “In-
centive for Men to Work Part-Time Under AFDC.”



INCENTIVE FOR MEN TO WORK PART-TIME UNDER AFDC

1 A HEER AT 170 EC HOUR | K WEEK AT $1.70 PR HOUR
EARNINGS #1768 $3536
MINUS WORK-RELATED EXPENSES 2110 - 4720
WELFARE GRANT 2197 0
TOTAL INCOME $3,755 $3116

(State payment level of $3000 for family of four)
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My, PatriceLir. This chart has to do with the notch, as we call it,
that exists in present law in going from part-time employment to full-
time employment for a working man. As the Secretary stated, regu-
lations under present law define “unemployment,” for purposes of
coverage under the AFDC unemployed-fathers program as employ-
ment. for less than 30 hours @ week, or, at State option, 35 hours. We
have taken the first example here of a father who was working 20 hours
a week in a State that does have the unemployed-father program.

We are assuming a payment level of $3,000 for a family of four
headed by such a father. If he is earning $1.70 an hour for 20 hours
a week, he has earnings of $1,768, He has, on the basis of this half-
time employment, we estimated, $210 in work-related expenses. And he
has under the unemployed father program, because he is working less
t};a$31 30 hours a week, a welfare supplement of $2,197, for a total income
of $3,755.

However, if that father moves to a full-time job at the same wage,
he moves over the 30-hour eligibility limit, and, by reason of that
change in his hourly effort—not by reason of change in his income or
his poverty status, if you will, but by reason of moving to full time
work—something, of course, that we want to encourage—he loses his
eligibility for the supplementation under the 30+14 rule, so that his
total income drops, by reason of moving to a full-time job, to $3,116.
That father and his family are over $600 worse off by reason of his
moving from a 20-hour to a 40-hour-a-week job,

Secretary Fixcir. The result of the 30-hour limit and the complete
exclusion of men working full time is that men are often worse off by
working full time than by not working at all, or by keeping part-time
jobs supplemented by welfare. The next chart, “What a Working Man
Must Earn To Be as Well Off as a Welfare Family,” shows in selected
States, what a man working full time must earn for his family to be
as well off as a welfare family with no earnings.



WHAT A WORKING MAN MUST EARN TO
BE AS WELL OFF AS ON WELFARE

FAMILY OF FOUR -JANUARY 1970

WELFARE PAYMENT GROSS EARNINGS FOR NON- WELFARE
WITH NO INCOME FAMILY TO MATCH WELFARE INCOME !

STATE ( MONTHLY) (MONTHLY) (HOURLY)
CALIFORNIA $221 $288 $1.67
CONNECTICUT 294 358 2.08
ILLINOIS 269 319 1.85
INDIANA 150 185 1.07
LOUISIANA 104 154 .90
MASSACHUSETTS 307 372 2.16
MICHIGAN 263 333 1.94
NEW YORK 313 383 2.23
NEBRASKA 200 250 1.45

|| ASSUMES WORK-RELATED EXPLNSES EQUAL TO AVERAGE CORKENT ALLOWANCE /N STATES SHOWN .
(fXCl(/ﬂ[S LAY CARE COSTS.)
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Mr. ParriceLLr. Whereas the previous chart attempted to show the
work disincentive for going from part-time to full-time work, this
chart shows, for the man already working full time, the incentives un-
der the present law for his retaining a low-paying but full-time job.
This chart, which you have in your ﬁooklet, shows what happens to a
four-person family in a variety of States, which we have chosen rela-
tively at random.

Now, a four-person family, for example, in California receives $221
a month from welfare (AFDC) if they have no outside income. For
a man who is working full time in California, to net $221 a month he
must have gross earnings of $288 a month. In other words, he has to
earn $67 more than the welfare payment just to make up for his costs
of going to work. This means that for him to be as well off in terms of
earnings as he would be if he were on welfare, he has to be earning at
least $1.67 an hour.

Moving down the right hand column of this chart, which I think
is the most illustrative, these are the different hourly wages that you
have to earn in various States of this country right now, in full-time
employment, in order to be as well off working as on welfare. You can
see that the required hourly wage goes as high as $2.08 an hour in
Connecticut and $2.23 an hour in New York. This, I would remind
the committee, is comparable right now to a Federal minimum wage
of $1.60 an hour. It may be said that there is no financial or economic
reason for anyone who is earning less than these hourly wages in these
States to continue working. You would be better off quitting and going
on welfare under the present law.

Senator MiLier. Mr. Chairman, could I ask a question?

The Cuairaan. Well, we are trying to avoid questioning while we
are doing the charts. But goahead.

Senator MirLLer. He said $288 would have to be earned monthly to
net the same as $221 in the first column. I am not clear on what causes
the differential and how that was computed.

Mr. PatricerLr. The footnote states the work-related expenses that
we used here in California, for example—$67 a month—are based on
the average allowance for work-related expenses in these States. By

- work-related expenses, we mean such things as social security taxes;
other taxes that may apply—State, Federal, or local; and the costs
of working, such as transportation, extra clothing, union dues, and
whatever else may be involved.

Senator MirLEr. Thank you.

NET INCOMES OF FOUR-PERSON WELFARE FAMILIES AND NONWELFARE
FAMILIES EARNING IDENTICAL WAGES

Secretary Finom. Moving to the next chart, I think it will show
more dramatically and even more starkly what happens between a
welfare and a nonwelfare family which have the same earnings.



NET INCOMES OF 4 PERSON WELFARE FAMILIES AND

NON-WELFARE FAMILIES EARNING IDENTICAL WAGES

(JANUARY 1970)

NET INCOME OF FAMILY EARNING
WAGES IN COLUMN 1’

MONTHLY

STATE WAGES
CALIFORNIA $288
CONNECTICUT 358
ILLINOIS 319
INDIANA 185
LOUISIANA 154
MASSACHUSETTS 372
MICHIGAN 33%
NEW YORK 383
NEBRASKA 250

! Assumes work-related expenses eoual to average current allowance

- WELFARE
FAMILY

$371
433
395
300
208
451
294
46
400

in states shown (excludes Day Care costs)

NON-WELFARE
FAMILY

$221
294
269
150
104
307
262
313
200

~ 941
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Secretary Finci. The amount of earnings chosen is the amount
which the previous chart showed as being necessary for a workingman
toearn to be as well off as a welfare family with no other income.

Mr. ParriceLLr. We assume in this chart the amount of dollars
that the previous chart showed a man would have to earn to be just
as well off as a family that had absolutely no earnings. We are com-
paring a nonwelfare family and a welfare family in California; both
of which have earnings of $288 a month. The welfare family with
earnings of $288 a month has complete disregard of its work-related
expenses. It then has the earnings-incentive formula of 30+ 14 applied
to diminish its weifare payment. The result is a welfare supplement to
that family of $83 per month. So the family’s total income, in wages
and welfare payments, is $371 per month.

A nonwelfare family, on the other hand, has no welfare supplement
and has to cover its own work-related expenses from its gross wages;
soit is down to $221.

Proceeding down the chart, you can see the disparity between wel-
fare and nonwelfare families that have the same earnings. This is a
result of discrimination on a State-by-State basis under present law
against working families.

Secretary FiNon. When wo speak of this inequity between the non-
working and the working poor, we are not talking about a mere hand-
ful of unfortunate people. In 1968 over 114 million families—includ-
ing about 7.8 million persons—headed by full-time, full-year workers,
were still in poverty. Many of these people live next door to welfare
families who are better off without working than the working families
are.

For example, in New York City a four-person family on the welfare
rolls receives a basic monthly grant of $208 plus an average of $100
per month for rent—a total tax-free payment of $77 per week. And yet
a recent study by the New York State Department of Labor indicates
that 10 percent of all full-time workers in the city had earnings of less
than $80 a week—Iless income than a relatively small family on welfare.

The $80 is gross wages, not take-home pay, and the welfare family
is also eligible for medicaid, and many are eligible for public hous-
ing and other welfare-velated benefits, In fact, the $77 welfare bene-
fit is probably more comparable to a wage level of $100 a week ; and
one out of four full-time workers in New York City earns less than
that amount.

The increasing discontent of these working poor is understandable.
Furthermore, their exclusion has hegun to have, as T have suggested,
ominous racial overtones, since current AFDC recipients—those who
are helped—are about 50 percent nonwhite, while the working poor—
those who are excluded—are 70 percent white.

It is very difficult to measure the extent to which the simple eco-
nomie fact that families ean be better off on welfare than by working
has actually drawn people onto public assistance. We know from
surveys’ and from the New Jersey experiment conducted by OEO,
that there is in fact a great deal of moviment of the poor between
work and welfare, Tabie 5, taken from the “Report of Findings of
Special Review of AFDC in New York City” and tran<mitted to the

ouse Ways and Means Committee Jast year, provides supportive
statistical evidence on this point. That report ranked 11 cities by
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AFDC caseload per 1,000 poor persons in the population, It then
compared this rough measure of the tendency of poor people to go on
welfare with the difference between their earnings levels and their
welfare payments. As the report pointed out, there was a positive
statistical correlation between the tendency to go on welfare and the
lack of any clear benefit from working.

Mr. Patricelli, will you explain table 5, please?

Mr. Patricerur. That 4-column table shows ‘first, under column 1,
for 11 cities, the median of the highest wages which AFDC mothers
reported they have ever carned. This figure is used as an index of
what their potential earning capacity is—what they think they could
earn if they were going to work full time. Column 2 shows the
AFDC level for a family of four in those eleven cities. Column 3
shows the difference between them, and therefore the extent to which
they could be better off by working rather than being on welfare.

As you see, in the case of New York City, the difference between
the best expected wage and the AFDC level is negative—the mother
is roughly $3.50 better off by being on welfare. In some of the other
cities at the top of the table, there is also a negative relationship,
showing that the AFDC levels are actually in excess of what these
women would expect to earn if they went to work full time,

The Cratrmax. I am having great difficulty following you. For
one reason, you have not numbered those charts. Which chart are you
speaking to?

Mr. ParriceLnr. Senator, this particular table is not on a chart.

Secretary Fixcu. It is on page 34 of the prepared statement.*

Mr. PatriceLnt. As I mentioned. column 3 shows the dollar henefit
of going to work for these AFDC mothers. Column 4 is an effort to
come up with a measure of the way in which the degree of work in-
centive has influenced the welfare caseload. You can sce, roughly, the
statistical correlation between the lack of benefit in going to work
and the tendency of poor people to go on welfare. As the Secretary
stated, when you apply statistical rules and measurements for this
table, you see a strong positive statistical correlation between the
tendency of people to go on welfare and their ability to earn more
from wages.

Secretary Fincn. Based on all this, Mr. Chairman, we felt that the
primary thrust of our program must be basic structural reforms, and
that primary among such reforms must be the following:

1. Establishment of a federally financed income floor for families
with ehildren and for the aged, blind. and disabled.

2. Establishment of national eligibility standards and strong in-
centives for States to ont for Federal administration of the combined
Federal and State welfare programs,

3. Equal treatment of both male- and female-headed families in
the Federal welfare system.

4. Supplementation for the working poor.

5. Strong financial incentives for the maintenance of work effort
buttressed by mandatory work registration and a full range of man-
power-related services, including training, job placement, and child
care, to heln recipients secure and advance in emplovment.

I would like now to describe in further detail the basic provisions of
the family assistance plan.

*See table 5, p. 201,



THE FAMILY ASSISTANCE PLAN (1)
FAMILY ASSISTANCE

1. Federal payments (Fomily Assistance Benefits)

A. Coverage
¢ All families with children (including the working poor)
¢ Uniform eligibility standards nationwide
* Work registration a pre-condition of eligibility for most able-bodied adults
(except mothers with pre-schoo! children)
* Earnings ceiling of $3920 per year for family of four
¢ Less than $1500 in assets not counting home, household goods and personal
property necessary for work
B. Amountof Benefits
* With no earnings : 3500 for each of firet two family members, § 300 for each person
thereafter ($1600 per year for family of four)
* With earnings : no reduction of benefits for first $720, and 50 cents off benefits
for each# of earnings thereafter
2. State Supplementary Payments

» States required to supplement Family Assistance benefits up to AFDC payment
levels in effect January 1, 7970 or to poverty level, whichever
is lower
* No supplementation of working poor required
¢ Federal matching provided for 20% of State payments up to
poverty level

621



180

THE FAMILY ASSISTANCE PLAN

Secretary Fixcn. The family assistance plan would replace the pres-
ent AFDC program and would provide direct Federal payments to all
needy families with children. Unlike the present AFDC program, the
new plan would for the first time provide Federal benefit payments
for families headed by men working full time, as well as for families
headed by a mother or an unemployed father.

Expanding to the working poor eligibility for assistance will elim-
inate the harshest inequities of the present system.

Senator Risrcorr. Mr. Chairman, if the Secretary will pardon me,
we have spent all this time talking about what to do for the working
poor, and the supplementation for the working poor. We have had the
staff brief us about the discrepancies. If it is so important to supple-
ment the working poor, I am at a complete loss as to why all this time
is spent and there is no provision in the bill to supplement the
payments to the working poor. This is the most confusing part of the
testimony so far.

If it is so important to supplement the working poor, why is all
this time being spent if there is nothing in the bill which came from
the House and being advocated by the President talking about supple-
menting payments to the working poor?

The Cramryan. We are going to give him an opportunity to answer
that question the moment he is through with the statement. I under-
stand that the Senator cannot stay for the full hearing, and I will see
that you are called upon when he is finished with his statement.

Senator WiLrtanms. These charts will be kept available so that we
can relate the charts and your statement.?

Secretary Finci. Yes, sir.

Senator Taryapce. What page are youon?

Secretary Fixcit. Page 12,

The Cuamrman. Your statement is sufficiently thought-provoking
that it is with considerable difficulty that we refrain from asking yon
questions before you get through.

Secretary Finon. I am willing to stay here and answer questions for
as long as the committee wants to.

As to definition of a family unit, the presence of a child in the
household is the key to eligibility for family assistance. When a fam-
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ily, so defined, meets the prescribed income and resources tests, pay-
ments under the plan would be made for all members who are related
by blood, marriage, or adoption and who are living together in a single
place of residence.

TREATMENT OF RESOURCES

Under the present public assistance programs, families with sub-
stantial resoruces are not eligible for payments because they could
become at least temporarily self-supporting by converting all or part
of their resources into cash or Income-producing property. This
principle and rationale are retained in F1.R. 16311. Families with more
than $1,500 in resources, other than their homes, household goods, per-
sonal effects, and other property essential to their means of self-sup-
port, are not eligible for assistance payments under this proposal.

BASIC AMOUNT OF PAYMENT

The Federal payment for an eligible family weuld be at the annual
rate of $500 per person for each of the first two family members ard
$300 for each additional member, less whatever nonexcluded income
the family has. This would establish a Federal income floor of $1,600
per year for a family of four that has no other income.

WORK INCENTIVES AND REQUIREMENTS

As a work incentive, and to cover the costs of going to work, the first
$60 per month of earnings ($720 a year) would be completely disre-
garded in determining the amount of payments for a family. Also
family assistance benefits would be reduced by only $1 for cach $2 of
additional earned income above $60 per month that the family has.
This offest would provide an incentive for the family to work and in-
crease its earnings.

An example might be useful at this point. Suppose a family of four
had earnings of $2,000 a year. The srst $720 would be completely dis-
regarded. Fifty percent of the remaining $1,280 of earnings would be
similarly disregarded. The family's payment of $1,600 would then be
reduced by the nondisregarded carnings of $640 (50 percent of $1,280),
producing a family assistance payment of £060, mu{_when combined
with the carnings of $2,000—a total income of $2,960. That is going
to be covered by the next chart.



FAMILY ASSISTANCE BENEFIT SCHEDULE
Family of Four

BENEFITS
ToTAt . EARNED INCOME

$3210

The income earned will enable the Family Assistance recipient to become more self-supporting through
the 50per cent retention provision and thus reduce Federal payments

Z81
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Mr, Parricern, This chart, “Family Assistance Benefit Schedule,”
shows in tabular form how the welfare payment tapers off gradually
as earnings increase, maintaining a steady work incentive up to a
break-even point, or an eligibility ceiling, of $3,920 for a family of
four. All families of four with children working or nonworking,
headed by a male or a female, would be eligible if their income is less
than $3,920,

Secretary FixcH. The financial incentives contained in the bill are
bolstered by strong work requirements. Adult members of families who
apply for family assistance payments under the plan would be re-
quired to register for employment or training with the local public em-
ployment oftice and to accept a training opportunity, or a suitable job
opportunity, when offered. All able-bodied adult family mebers would
be subject to these provisions, with certain defined exceptions, includ-
ing mothers with children under 6 years of age. Failure to register or
accept a job or training opportunity would result in termination of
the individual’s payment.

Persons who are exempted from the work registration require-
ment for reasons of disability would be automatically referred for
vocational rehabilitation services. As in the case of the work require-
ment, persons refusing rehabilitation services would forvfeit their
family assistance payments.

JOB TRATNING AND CHILD CARE

To make these work incentives and requirements effective, we are
seeking a major expansion of our manpower, child care, and support-
ive service programs. Family members referred to n program will
receive a monthly training allowance of $30 in addition to their
family assistance and supplementary State payments, or the normal
manpower training allowance in lieu of these if it is higher. Over $600
million is being requested for these elements, of which $386 million
is for the child care component, and we have established a new inter-
departmental mechanism with the Department of Labor so that these
programs might better do the job.

e provisions for child care and supportive services under H.R.
16311 are an important supporting element which I would like to de-
scribe in greater detail. Past experiences have demonstrated the prob-
lems that arise from lack of day care facilities. Particularly tragic
have been the cases in which women have enthusiastically entered into
training programs with day care provided, only to discover that the
da}'icare disappears when they are ready to go to work.

eyond the value of the day care to the working parent, there are
enormous benefits which accrue to the child who is enrolled in a com-
prehensive child development program. We now know that the child of
poverty needs far more than custodisl care if developmental defects are
to be overcome. It is this type of comprehensive child care that is
contemplated by the President’s recommendations.

A family receiving benefits will be eligible for the child-care serv-
ices if such care is necessary to permit an adult member to undertake,
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or continue in, training or employment. This care may be provided in
the child’s own home, or in a family day-care home or in group day
care.

The bill wonld encourage the expansion of day care in two ways.
First, day-care expenses would be deducted from the income of re-
cipients in determining the ainount of benefits. Thus, if an individual
used private day-care facilities, he could have part of the cost subsi-
dized. Second, tfle bill also provides for grants to State or local public
agencies or nonprofit private agencies or organizations, and for con-
tracts with public or private agencies or organizations, to provide such
child care.

ILR. 16311 would fund up to 100 percent of the cost of child-care
»rojects, Our experience has been that States and local communities
}1ave all too often been unable to undertake day-care projects because
of their inability to provide the 25-percent non-Federal share under
present law.

In the past, programs have been jeopardized or shelved because the
projects in local communities could not afford to finance the altera-
tions, remodeling, or renovation of facilities necessary to meet local
licensing standards, H.R. 16311 authorizes funds to be used for these
purposes,

The administration has made a national commitment to the needs of
children in the vital first 5 years of life. H.R. 16311 would help the
Nation take considerable strides toward fulfilling this commitment.
It calls for child-care expenditures of $386 million for the first year of
operation ; 300,000 school-age children would be able to receive services
after school and during the summer months; and 150,000 preschool
children could receive full-day services.

STATE SUPPLEMENTAL PAYMENTS

To assure the maintenance, approximately, of present benefit levels

for families receiving public assistance, States that now provide a
level of assistance higher than the proposed Federal floor would be
required to continue to pay the difference between the Federal floor
and either what they are now paying or the poverty level, whichever
is less. The Federal Government would meet 30 percent of the cost of
the supplemental payments up to the poverty line. If States wish to go
above the poverty line they would do so at their own expense. It is im-
portant to note that this poverty line limit for Federal matching puts,
for the first time, a limit on the Federal welfare commitment.
_ States would not be required to supplement the income of the “work-
ing poor” recipients. However, States would be required to supplement
the mcome not only of persons cligible for AFDC but also of persons
eligible for the AFDC-unemployed father program. The bill thus
mandates the extension of this program to the 31 out of 54 jurisdictions
which currently do not provide coverage for families with unemployed
fathers present.
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THE FAMILY ASSISTANCE PLAN(2)
AID TO THE AGED, BLIND AND DISABLED

States must assure a minimum income of %110 per month for
each recipient (1.e.,benefits plus other income must equal ¥110).

National eligibility standards.resources ceilings &. earnings incentives

. Federal matching for 907 of first #65 of average benefits,

and 257, of amounts above that .
ADMINISTRATION

Federal government administers Family Assistance but may
contract certain functions to states.

. States may contract with federal government to administer State

payments,in which case Federal government picks up all
administrative costs.

¢8I
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THE ADULT CATEGORIES

Secretary Fixci. In the adult categories—Aid to the aged. aid to
the blind, and aid to the disabled—the situation has been a relatively
stable one, with the caseload inereasing by about 3.5 percent in the last
year. Slightly over 2 millici needy aged persons received assistance n
November, an inerease of 46,000 over the preceding year, Their pay-
ments averaged $73.40 a month. Nearly 60 percent of these persons also
received social security benefits, so that their total incomes were sig-
aificantly higher than assistance payments alone. Old-age assistance
(OAN) recipients constituted 104 percent of the persons in the coun-
try over age 65,

T'he caseload of blind recipients was consistently about 80,000 per-
sons during 1969, Recipients of aid to the permanently and totally dis-
abled numbered 793,000 last November. an inerease of 97,000 over the
previous year. Among the blind and disabled, about 20 percent also get
social seeurity benefits,

The major problems in the adult eategories are very low henefits in
some States and differences in eligibility requirements among the
arious States,

The bill would combine the programs for needy aged, blind, and
disabled persons into a single program with Federal matching pay-
meats, The bill would also establish for the fir<t time a Federal floor--
£110 u month-—of income (inecluding assistance) which wonld be as-
surad to adult recipients in any State, This new Federal floor wouls
act to raise assistance payments for about 1 million of the present
adult-category recipients, and would push up benefit levels in the 22
lowest payment jurisdictions.

The bill would also provide for a new formula for Federal financial
participation under which the Federal Governmment would pay 90 per-
cent of the first %65 of the average payment in the State and one-yuar-
ter of any additional amount up to a ceiling, which, under the House
hill, the Seeretary is authorized to impose,

ADMINISTRATION

The bill provides for Federal administration of family assistance
payments. While final decisions have not been made on administra-
tive strneture, the program will most certainly make use of the exper-
tise and resources of the Social Security Administration. Neparate
facilities wil! be established at the intake point.
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The bill also provides that the Secretary may contract with the
States to administer all or part of the family assistance program. We
believe that use of this authority would be largely confined tothe tran-
sitional period, and to some special cases where it would bo necessary
to avoid separate administration of the Federal and State assistance
payment systems.

With regard to the State supplementary and adult-category pay-
ments, the bill provides strong incentives for the States to contract
with the Fedem} Government for Federal administration of these pay-
ments. For States so opting, the Federal Government will assume 100
percent of the costs of administering the State payments. If a State
chooses to retain administration of supplemental payments only 50
percent Federal matching will be provided.

We feel that this move toward a federally administered welfare
program is an important one. We are convinced that income mainte-
nance is & problem requiring a national solution and that nniform ad-
ministration of eligibility determination and payments is essential to
this solution.

COST ESTIMATES

The estimated net additior.al cost of the Family Assistance Act in
1968 terms is $4.4 billion. The breakdown is as follows:

Billiona

Payments to families.__ ____ . ________. $2.6
30 percent Federal matching of State supplemental payments____ ______ .4
Changes in the adult categories i1
Training and day ecare___ .. _ . _.________ . __.____ .0
Administration and other.____ . ____ . _________ . ____ . __ _____ . ___ 3
Total . 4.4

Of the increase in the cost of maintenance payments—®3.5 billion—-
an estimated $2.9 billion will result in increased income for families
and individuals. The balance of €0.6 billion is savings for the States
and counties. )

1 know that you will have many questions about our cost estimates.
These have been the subjeet of serutiny and argument back and forth
on the TTouse side. We would be happy to develop a special presenta-
tion on these figures and to make available fer questioning the key per-
sonnel responsible for developing them. 1 vould like to say here that
wo have been keenly interested in assuring that our estimutes are as
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accurate as possible. To that end, we established a unique interagency
task force under the general direction of the Bureau of the Budget.
Representatives on the task force include personnel from my office,
the Social Security Administration, the Department of Labor and the
Oftico of Kconomic Opportunity, and consultants for the Urban In-
stitute, They will provide any assistance you mnay want.

FISCAL RELIEF

The family assistance plan provides significant fiscal relief for
States. During consideration of the hill by the House Ways and Means
Committee, a major change was made in the bill: 30-percent Federal
matching of State supplementary payments up to the poverty line was
substituted for the so-called 50-90 rule first suggested. Under the
new matching formula, together with the changes in the adult cate-
gories, the total fiscal relief to the States is increased from about £500
million under the original bill to about £570 million in the committee
bill. Finally, the committee provided that the Federal Government
would pick up all of the administrative costs of operating the State
supplementary program where a State contracts with the Seevetary of
HEW to perform that function, whereas the initial bill had required
the State to continue to meet 50 percent of that cost.

When these savings are combined with the new money going to the
States through the training and child-care components and through the
administration's proposed separate revenue-sharing program, major
fiscal relief for State government is produced. In particular, by includ-
ing the working poor within the family assistance plan, we are estab-
lishing a whol' Federal responsibility for a category of potential re-
cipients which an increasing unmber of States are beginning to assist
at their own initiative. Some seven States now have programs of
supplementation for the working poor-—all entirely at State expense.
By establishing a Federal program to cover the working poor, we
are helping to relieve the States of what seems to he the next likely
major inerease in eosts and coverage for them,

Mur. Parricennt, Now that the basie mechanies of the program have
been laid out, T want to give you some examples of how the basic
proposals would work under the present law and how they would work
under the family assistance program, with regard to the two prob-
lems of work incentives and family hreakup.



WORK INCENTIVES FOR THE WORKING POOR

1. UNDER AFDC

EXAMPLE: ASSUME FAMILY OF FIVE IN STATE WHICH PAYS SUCH A FAMILY $3000
AND HAS AN UF PROGRAM, AND FATHER EARNING $200u IN FULL-TIME EMPLOYMENT

FAMILY INCOME IF FATHER QUITS WORK =$3000
FAMILY INCOME IF FATHER CONTINUES TO WORK = $2000
INCENTIVE TO QUIT =$1000

2.UNDER FAMILY ASSISTANCE

EXAMPLE: SAME ASSUMPTIONS
FAMILY INCOME IF FATHER CONTINUES TO WORK =$3260 {$2000 WAGES +#1260 FAP)

FAMILY INCOME IF FATHER QUITS 243000 (#1900 FAP+41100 SUPP[EMENT)

INCENTIVE TO WORK - # 260

3.INCENTIVE TO WORK:
FAMILY ASSISTANCE OVER AFDC - $1260

681
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Mr. Parricrrir. 1 would remind the committee that the term “work-
ing poor” in this case is a term of art. It means families headed by
fathers who are working full time at the present time and who are not
covered by the present law. What is the present situation for families
in this group? We have assumed a family of five, in a State paying
stuch a family $3,000 under the unemployed father program, with the
father earning $2,000 a year at full-time employment. That is roughly
$1 an hour. There are over a million families m the countiy that are
earning, on a full-time basis, less than $2,000 a year. So this is a rela-
tively typical example,

Now. the family income, if the father continues to work is $2,000- -
his wages. He is not eligible for any welfare supplementation becanse
he is employed full time. If he quits work or loses his job, he and his
family will be included in the unemployed-father program. Ie will
zet, if he has no outside earnings, $3,000. So under the present law
he has an incentive of $1,000 a year to quit work.

Under the family assistance plan, a family of four with a father
working full time but carning poverty wages--—-in the case $2,070—
would have up to 3445 with family assistance supplementation of
earnings from work. The family income if the father quits would be
the full family assistance payment.

For a family of five the family assistance payment would be $1,900
plus the State supplementation henefit, for a total of £3.000- ~the same
as the family would have had under the old law if the father had no
carnings. But if he stays at his job and is working full time, under the
proposal he would get his $2,000 in earnings and would also get the
supplementation for the working poor which the family assistance
plan provides.

So instead of an incentive to quit, he has an incentive of $260 a year
to keep working. The difference between the two adds to a $1,260
preference for working under family assistance as compared with
AFDC.

Senator Winrays, What State is that formula based on?

Mr. Parricernt $3,000 for a family of five under the UF program
would be roughly typical of California. It would be a little lower than
the Ilinois payment, for example. It would be about the national
average.

The Cramaran, You have been givingr us your examples on a family
of four up to this point. This 1s the first one on a family of four. Would
vou mind doing that fora family of four?

Mr, Parricernn We have shown a family of five in this case because
we are adding the father. Previously we had been dealing with a
family of four, not including the father. o

The Cramaean, H it is a family of four we are talking about, you
would have that same $3,000 figure. Your next figure wonld be $2,960;
is that correct?

No, the second line, where you have $3,000, then $2,000,

Mr. Parricerni. In the top part of the chart we are showing the
situation under existing law.

Thoe Cusiryax. But under what you are recommending, that is a
family of five.
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Mr. Parricennn. Under the family assistance plan, the payment for
a fumily of four would be $1,600 plus the State supplementation. We
would have to know what the Staic supplementation for a family of
four would be. Tt would not be 81,100, as it is for a family of fve. It
would drop some.

Senator Wirtiass, That is the reason 1 asked you what State.
Would you prepure that chart and be ready this afternoon with a
specific State, =ay, New York?

Mr. Parercern. Why don't we pick a State that has about these
numbers and lay it out?

Senator Winnias, et ustake New York and Chicago.

Seeretary Fixen, New York and Hinois.

Mr. Pareiesnnt, New York is not typical. Chieago is more typical.

{The following information was subsequently supplied for the
record by the Department of Healthe Edueation, and Welfave:)

WORK INCENTIVES FOR THE WORKING POOR (ASSUME FATHER EARNING $2,000 IN FULL-TIME EMPLOYMENT
4.-PERSON FAMILY)

Calitornia Nliinots
1. Under AFOC:
Income if father not working $2.652 $3 228
Income il father continues to work. 2,000 2,000
Disincentive to work 652 1,228
2 Under Family assistance” i o
Income if father continues lo work 12,960 12,960
tncome if father not working 12,652 13,228
Incentrve to work 308
Disincentive to work . 268
3 improved incentive to work FAP over AFET '
Cahbfor-a . 960
tllinois 360

132,000 wages and $960 FAP
21,600 FAP and $1,052 State
¥ $1.600 FAP and §1,628 State

The Cramestaz We have been talking about families of four. Now
you shift to a fumily of five, Might T hand you this? Tlere is what our
statl worked out. If vou were talking about a family of four, look at
these tigures and =ec if they are not correet, thoxe tigures in red.

Mr. Parricrnea. They are not coreect, Mre. Chairman. In the first case,
vour stadl has ineluded a family assistance payment under the present
law. The discrepancy in income depending on whether the father keeps
working or quits is going to continue to be a major one under the pres-
ent law. The family head will have & major incentive to quit working.

As to what it will be under the family assistance plan, as 1 say, we
would have to make some estimate of what the $1,100 State supple-
mentation for a family of five would drop to for a family of four.



192

(A comparison for a family of four in a State with a $3,000 needs
standard is shown on page 117.)

Senator WiLrrays, That is why I said you have to take a specific
State.

Senator I1arris. Could be quit and be eligible, Mr. Chairman? We
are saying he gets this much if he works and this much if he quits, If
he just quits his job, would he be eligible for welfare?

Mr. Parricerrt. Under the regulations, of course, theoretically not.
But as we know, there are a great many wavs of managing to leave
your employnient. Perhaps the fellow can get himself fired or other-
wise leave his employment in a way which welfare officials would
feel meant that he had not violated the no-quit regmlation,

Senator Harris. Would that not also be true under your provision?

If you are going to assume the man violates the law, could you not
just as well assumne he would under the new law?

Mr. Parricernr, That is correct, although under this new law there
would be no benefit for him to try to manipulate the law for financial
advantage,

In other words, this chart is an effort to show what someone can
achieve by manipulating his employment situation under the law.

Senator Harris. I think that should have been pointed out. It is
an obvious discrepancy in the chart, seeming to say that if the man
quits work, he gets this much under welfare, when, as a matter of
}act. under the law, he is ineligible,

M. Parricrrni. We would be happy to change the word “quit™ to
“somehow loses employment,” or otherwise.

Senator Harris, And violates the law.

Mr. Parricennt. You ean lose yvour employment without violating
the law, of conrse. This is what happens to him whenever he loses his
employment.

Senator Harris. And he would have to be unable to find work, or
some other way to violate the law and be an able-bodied person
and-——

Mr. Parriceres. About 20 Statesare involved.

Senator IMarris, T think that is what is wrong with your other
charts about -vhat happens in Nebraska and other places if you did
not work, and so forth.

We can bring that up later on, but T think the charts are mislead-
ing unless a lot of questions ave asked about them.

The Cirairsran. Before we are through working on this bill, T
think it would he well for your technicians to work with ours, because
all these things depend upon the assunptions vou make.

So, assuming the same set of facts, we can then =ee how it works
out in this case. I shall try to resist the temptation to go beyond your
statement,

Secretary Ifixcir. We will wrap this up as quickly as possible,

Mr. Parricknnr There are two more charts at this point. These
are the last charts. I thank the committee for its patience.



INCENTIVES UNDER AFDC BREAK UP THE FAMILY

I. FAMILIES HEADED BY UNEMPLOYED FATHERS -NOT COVERED IN 29 JURISDICTIONS

EXAMPLE : AGSUME FAMILY OF FIVE IN STATE WHICH PAYS #2500 UNDER AFDC
TO A FAMILY OF FOUR AND WHICH HAS NO UF PROGRAM

FAMILY INCOME IF FATHER LEAVES = #2500 (AFDC)
FAMILY INCOME IF FATHER STAYS = 0
FAMILY BREAKUP INCENTIVE = ¥2,500

2. FAMILIES HEADED BY FATHERS EMPLOYED FULLTIME-NOT COVERED BY AFDC IN ANY STATE

EXAMPLE : ASSUME FATHER EARNING 2,000, SAME FAMILY AND SAME STATE
FAMILY INCOME IF FATHER LEAVES = *2,500
FAMILY INCOME IF FATHER STAYS - 2,000
FAMILY BREAKUP INCENTIVE:=¥ 500

€61
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Mr. Parricennt. This chart, “Incentives Under AFDC Break Up
the Family,” is an effort to set forth, in terms of an example, how the
present system provides a father with an incentive to leave his home—
a dollar mcentive to leave the family. The family is better off if the
father is not at home.s

We have taken two cases—first, the case of a family headed by an
unemployed father. The top of the chart shows what would happen
in those jurisdictions that do not have an AFDC unemployed father
program. In this case, there are five people in the family, including
the father and they are in a State which pays $2,500 under AFDC to
a family of four, not including the father.

The family is simply not eligible as an intact family unit with the
father in the home, Tf he has no outside earnings, that family is getting
zero income. But if the father leaves the home, the family becomes a
four-unit family and they get £2,500 under the AFDC program, So
there is a financial reward built into the present system for the family
to break up.

Under the family assistance program, taking the same case—that is
the family headed by an unemployed father- -and assuming the same
figures for the State, if the father leaves the home and the family
becomes a four-unit family, the family would get $1,600 family
assistance and a 000 State supplemental payment. On the other hand,
if the father stays, it is a five-unit family and the family assistance pay-
ment is 81,900 with 81,100 State supplementation. So the family s
better off if he stays. We call this a family-togetherness incentive:
1t amounts to K500),

This is shown in the last chart, headed “Incentives Under Family
Assistance Keep the Family Together.”



INCENTIVES UNDER FAMILY ASSISTANCE KEEP THE FAMILY TOGETHER
1. FAMILIES HEADED BY UNEMPLOYED FATHERS

EXAMPLE: ASSUME FAMILY OF FIVE IN STATE WHICH PAYS $3000 TO A FAMILY OF
FIVE AND #2500 TO A FAMILY OF FOUR

FAMILY INCOME IF FATHER STAYS=#3000 (81900 FAP+41100 SUPPLEMENT)
FAMILY INCOME IF FATHER LEAVES -$2500 (1600 FAP+#900 SUPPLEMENT) —

FANILY TOGETHERNESS INGENTIVE=$ 500
9.FAMILIES HEADED BY FATHERS EMPLOYED FULL TIME

EXAMPLE: ASSUME FATHER EARNING £2000,SAME FAMILY AND SAME STATE
FAMILY INCOME IF FATHER STAYS  =$3260 (62000 WAGES +#1260 FAP)
FAMILY INCOME IF FATHER LEAVES=$2500 (31600 FAP+#900 SUPPLEMENT)

FAMILY TOGETHERNESS INCENTIVE =# 700

6
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Mr. Parricernit. So if the family breaks up, the incentive for the
family to break up, in these 31 jurisdiction that do net have AFDC-
UF programs, is $2,500, The incentive under the proposed plan for the
family to stay together s $500 in all jurisdictions.

If we assume, as before, that a father is earning $2,000, in the same
State and therefore at the same pavment levels, and that the father
stays in the home, under the present law, of course, he is not eligible
for any welfare supplementation. The family's total income is there-
fore £2,000. If he leaves, the rest of the family gets AFDC—the
amount for a four-person family of $2,5X—so there is a breakup in-
centive of K500

Again, under the family assistance plan, beeause the father is re-
ceiving a supplemental payment from the Federal Government, if he
is working full time and staving with the family, it is possible for
the family to be better off than if he leaves, so there is a so-called to-
getherness incentive of 8700, or, comparing the two, a difference in
inecentives of $1,200.

Thank you. Mr. Chairman.

Secretary Fixcu. T want to conelude, Mr. Chairman, by meeting
head on some major assertions which have been made about this pro-
gram.

The most widely discussed question is whether family assistance
is really in fact a “guaranteed annual income,” and to this ques-
tion I can emphatically answer“No.”

It is simply incorrect to refer to the family assistance plan as a
guaranteed annual income plan. There are critical differenc=s in con-
cept and in program operation hetween family assistance and such
plans. Under guaranteed income plans, the Government would allow
people to abdicate their responsibilities for self-support: it would
assure them a basic income regardless of whether they are willing to
work or not.

Under family assistance, income iz not provided regardless of per-
sonal efforts or attitndes, Those who are able to work or to be trained
are requived to register for and to accept. suitable training or employ-
ment or lose their pavment. We are not creating a situation wheremn
the Government assumes finandeial responsibility for people who
choose not to work. As the President stated in his message to the
Congress: “It would not he fair to those who willingly work, or to
all taxpavers, to allow others to choose idleness when opportunity is
available. No able-bodied person will have a ‘free ride’ in a Nation
that proivdes opportunity fortraining and work.”

Moreover, a guaranteed income probably implies to most people a
flat amount of income and universal availability of that amount, Fam-
ily assistance provide neither of these: the amount of the total famn-
ily income is made to vary in order to ercourage work, and the plan
is not universal but is restricted to families with ehildren. Of course,
family assistance would establish a nationwide minmum floor under
income for people who qualify. But there are now separate income
floors in each of the 50 States, Establishing a common floor nationwide
hardly makes the President’s proposal a guaranteed ineome.
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WORK REQUIREMENT

Many people have asked why we feel it is desirable to have a work
requirement for mothers with school-age children.

When we look at data on mothers with children between 6 and 17
but with no husbands—essentially, the same kind of women who
would be required to register under family assistance—we see that
68 percent are already working, with 57 percent working full time.
These are women who are potentially in the same circumstances as
welfare mothers, yet they are working and paying taxes. Can we fairly
ask this 68 percent to support through their taxes the minority who
might choose not to work? For that is the moral problem—someone
must pay for the freedom of the few not to work.

Equaily important, our experience with the WIN program to date
indicates that the vast majority of able-bodied welfare recipients will
gladly upgrade their skills and enter gainful employment if they can.
Ample evidence exists to support. this observation, Let me cite a few
statistics.

Between 70 and 80 percent of AFDC mothers have worked at some
time or are now working,.

The Podell study of families on welfare in New York City shows
that seven out of 10 mothers on welfare, when asked, “Would youn
prefer to work for pay or stay at home ?" replied that they would pre-
fer to work. Moreover, six out of 10 mothers on welfare with preschool
children said that they would prefer to work if day care were available
rather than to stay at home and take care of their children. Almost
two-thirds of the mothers interviewed said that they expected to work
at some time in the future.

Even beyond these considerations there is also evidence that it is
better, from the point of view of the psychological well-being of both
the adults and t]lle children in the family, that a parent work where
that is possible.

COVERAGE FOR THE WORKING POOR

Another frequently asked question is why, given the already stag-
gering costs of the welfare system, do we want to extend coverage to
several million more persons--the working poor. The answer is not
difficult. Federal welfare expenditures have been rising continually
over the vears. Given the current structure of public assistance, they
will continue to rise. The question is not whether we will spend the
money, but how and what return we will get for it.

Our intent in providing coverage under family assistance {or these
additional millions of families—the working poor——is to keep families
off welfare, and to encourage those now on welfare to become fully
pm;‘ﬂoyed, through a structure in which work is rewarded, not penal-
ized.

The new family assistance system will initially cost more than the
current welfare system—over $4 billion more in the first year of
operation. But unlike the current system, these added expenditures are
designed to correct the conditions that the system deals with, and
thus to lessen the long-range buarden of welfare on our society. These
startup costs of lifting people out of dependency, although substantial,
will ultimately cost the taxpayer far less than the chronic costs of
maintaining a system that has failed.
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As the President said in his August 8, 1969 Message to Congress:

. this is a reform we cannot afford not to undertake . .. If we fail
to make this investment in work incentives now, if we merely try to patch up
the system here and there, we will only be pouring gocd money after bad in
ever-inereasing amounts,

ADEQUACY OF THE FAMILY ARSISTANCE BENERIT

The last question we most frequently encounter is in a sense the re-
verse of the preceding one: is the family assistance benefit adequate?

It is not possible to answer this question without considering some
of the trade-offs involved in allocating searce finaneial resources. For
example, for all the reasons 1 described earlier, the administration
considers it & matter of highest and most crueial priority to remedy the
perverse incentives in our current svstem which promote family in-
stability and reduction of work effort.

Of course, this inerease in equity and favorable incentives is bought
at a price. The work incentive features of the bill are expensive--the
cost 0f disregarding the first 8720 of earned income alone is estimated
at 81.2 billion.

In short, to preserve equities and incentives we must use some dollars
which might otherwise be available to raise the basic minimum stand-
ard, and raising that standard by even a small amount is very costly.
With a $1.600 basic benefit, a $720 initial disregard, and a 50-percent
reduction in the assistance payvment for additional earned income, the
break-even point---the upper income limit for eligibility under family
assistance——1s %3,920. A 2100 inerease in the basic standard raises this
hreak-even point hy 200, thereby covering a considerable number of
additionul famtlies as well as raising the payment to those already cov-
ered, ~uch a 8100 inerease would raise the cost of the family assistance
program by about $400 mitlion.

Anothes obvious trade-off would be to provide a lower benefit level
but to provide it on a universal basis, The family assistance plan will
not provide coverage to nonaged childless people who are in poverty.
To provide coverage to these persons at a comparable level to the
family assistance benefit wonld increase gross family assistance costs
by %1 billion (although net costs would be less as the cost of the adult
programs would decline}. We feel that first priority must be given to
mmproving the hopes for the future of the millions of poor children in
this country.

Despite these carefully considered limitations, T think it is equally
important to stress again that we still will have purchased with eur
family assistance dollars a major attack on the poverty problem in the
United States,

1t is obvious that a program which provides a basic benefit below
the poverty line will not eliminate poverty. However, programs, such
as the family assistance plan, which are tailored to famtly size and
income channel the bulk of the payments to the poorest, and thus have
the greatest impact on poverty reductions per dollar spent.

The most obvious improvement over is AFDC coverage. Family
assistance will cover 65 percent of all the poor and virtually 100 per-
cent of all poer families with children, as well as a considerable num-
ber of low-inemne families above the poverty lire. AFDC currently
covers only 17 percent of the poor and 35 percent of all poor children
in the country.
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Although family assistance payments to the families-with-children
ategory will not be sufficient of themselves to move the majority of
these families out of poverty, ahmost 2 million persons in these fam-
ilies will be moved across the poverty line. In addition, the proposed
establishment of a minimum income level of $110 per month per
person for aged, blind and disabled recipients--oviginally $90 in the
President's plan—--will of itself 1ift :lgm{ couples considerably above
the poverty line of 2,071 for such families. For a single person in the
adult categories, the minimum income will provide a level of 80 per-
cent of the poverty line exclusive of medicare benefits. .

Furthermore, when the President’s food stamp proposals are in-
clnded in the overall welfare package, they produce a combined basie
subsidy, for a family of four with no other income, of some $2,646
per year-—$1,600 in family assistance payments and $864¢ in stamp
bonus---or about 68 percent of the poverty line income for such a
family. This is, incidentally, in excess of the basic payment recom-
mended in the plan proposed by the ITeineman Commission. Since the
family assistance plan mandates continuation of State supplementa-
tion at either current levels or the poverty line, whichever is lower,
the baste payment will be even higher in about 44 or 45 States.

Taken together, the family assistance and food stamp transfers
will of themselves reduce the poverty gap in the country by about 60
percent. The manpower provisions of the plan ShOllk; extend this
reduction considerably further in years to come.

In considering the adequacy of the £1,600 basie standard I think it
is particularly important to remember the intent and nature of the
family assistance payment and the target population to which it is
directed. The family assistance payment is not intended to substitute
for welfare payments now available to those who for ene reason or
other cannnt work.

State supplementary programs in atl but five or six States will
raise the payments to such families significantly. The family assist-
ance payment is intended primarily as an income supplement to rein-
foree the work efforts and family stability of the millions of poor heads
of families who can work and are working but who, because of lim-
ited skills, education, or opportunity, are not able to provide ade-
quately for their families.

Consider the average working poor family who would be eligible
for family assistance. The statistical tabulations on which our cost
estimates are based indicate that such a family has 5.6 members and
currently receives some $3,400 of income from other sources, primarily
earnings,

Given this income and family size, the family would be eligible for
a family assistance paynient of $742 and an additional net food stamp
bonus of $564. Their total income is thus raised to $4,706, which is
slightly above the poverty line adjusted to a family size of 5.6.

In discussing the adequacy of the family assistanee payment, 1
have emphasized that the §1,600 provided under the family assistance
plan is a base ammount, on which the family may build through the
use of a variety of other State and Federal programs, A low-income
woman and her family can receive food stamps, State supplementation,
medicaid benefits, public housing, day care, legal services, and a variety
of other services.

T have tried to answer briefly some of the hard questions about
family assistance. We recognize that problems will remain but we
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believe that the family assistance plan will correct many of the
notches, inequitics, and work disincentives that have characterized
our assistance programs. We know the things that are terribly wrong
with our persent welfare systems. Tt is indefensible to perpetuate them
for even one more year. The problem is not one of accumulating new
knowledge—it is mobilizing the will to act on what we know already,
and know from long, disastrons experience.

A philosopher once described the problem of achieving welfare
reform as follows:

Like the diet presceribed by doctors, which neither restores the patient nor
allows him to suc¢ecumb, so these doles that you are now distributing neither
=nffice to ensure your safety nor allow you to renounce them and try <omething
else,

That was said hy Demosthenes, over 2,200 vears ago. Apparently,
in all this time, man has been unable to get this job done right. Let us
not w;_r:nnthm\\ away our opportunity.

Thank you, Mr, Chairman.

Senator Axperson (presiding). The tables appearing at the end of
your prepared statement will be made a part of the record at this point.

('The tables referred to follow:)

TABLE 1| —TREATMENT OF WORKING WOMEN UNDER AFDC
$"ssame a State with a $3,000 need standard and payment level]

Earned Wetfare .
income grant Net income
Mother, earning $2,500 with $420 in work-related expenses, is eligible for
welfare . $2, 500 $1,781 $3.961
Mother, earring $3,500 wath an estimated $420 in work-related expenses,
1s nal eigible for weifare .. 3,500 0 3,080
Mother, already receiving wellare, increases her sarned income to 53 500

with $420 in work-related expenses, and rema as eligibfe 3,500 1,161 4.341

TABLE 2 —INCENTIVE FOF MEN TO WORK PART-TIME UNDER AFDC-UF
|A,sume a State with = 73,000 need standard and payment level}

Earned Welfare
income gran( Net income
Father works 20 hours a week at $1 70 an hour; earns $1,768 a year with
$210 in work-retated expenses is eligible for welfare. . 41,768 $2.197 $3.755
Father works fult tme at $1 70 an hour with an estimated 5-120 10 work-

related expenses is mehg'bre tor welfare. O 3,536 0 3.116

TABLE 3 —WHAT A WORKINGMAN MUST EARN TO BE AS WELL OFF AS A WELFARE FAMILY
lsased on dala available, !anuary l970i

Requued gross earnings for
Welfare pay- 4-persan nonwelfare family
wentio 1o achieve same net
4-person dus osable mcome as 3

family with eifare family
N $ACOME — —— -~ ——

Slate (per month) Per month Hourly wage
Calfornia._. . . . . . .. I e 3221 $288 $1.67
Connecticut. . ... . . A J 294 358 2,08
Hhinois. - ... .. 269 319 1.85
indiana . . _ . 150 185 1.07
Lousiana .. R 104 154 .80
Massachusetts . PR . . . 307 372 2.16
Mictogan... . . .. oL L - L 263 333 1.94
New York . . . L . . S 313 383 2.23
Nebraska ... ...... P e 200 250 1.45

'Assumes that work-related expenses are equal to the average allowance for work-related expenses including taxes
currently made 1n States shown These work-related expenses de not include day care costs.
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TABLE 4.—COMPARISON OF THE NET DISPOSABLE INCOMES OF 4-PERSON WELFARE FAMILIES AND NON-
WELFARE FAMILIES EARNING THE SAME AMOUNT OF WAGES—MONTHLY ESTIMATES FOR SELECTED STATES
(BASED ON DATA AVAILABLE JANUARY 1970)

Net disposable Nt disposable

income of a income of a

welfare family nonwelfare

earning the family earning

Amountol  amount shown the amount

State earnings incol. 11 shown incol. 114

) @ 3

California_ ... .. $288 $371 g2l
Connectirut e eaeieeiiiiiiaan . 358 433 294
Illinois. .. e aeaeeeiceiaaiaaa 313 395 263
Ind:2na.__ e e iemeeeeeeaainan - 185 300 150
Louisiana. . . i 154 208 104
Massachusetts ... . 372 451 307
Michigan. . 333 394 263
New York 383 463 313
Nebraska 250 400 200

t Assumes that work-related expenses are equal to the average alowance for work-related expenses including taxes
currently made in States shown. These work-related expenses do not include day-care costs.

TABLE 5.—RELATIONSHIP BETWEEN EARNINGS OF AFDC MOTHERS, AFDC GRANT LEVELS, AND CASELOADS PER
1,000 POOR PERSONS IN THE POPULATION, FOR 11 CITIES

Difterence Caseload

i Median best between pes 1,000
City wagest Grant fevel land2  poor persons
(] @ (©)] (O}

New York, N.Y L. ol $274,56 $278 ~$3 44 200.7
Philadelphia, Pa. . 237.60 213 24,60 841
Providence, R.1. _. 254.00 2 -2.00 76.7
Chicago, HI ... . 264. 00 219 —15,00 2.5
San Jose, Calif.._. s 315. 04 221 94.04 71.8
Phoenix, Ariz ... ... ..., . 230. 56 134 96. 56 .7
Rochester, N.Y.. 281.60 278 3,60 40.9
New Orleans, La o0 118 104, 39.7
Atlanta, Ga.__ 221.76 125 95,76 36.4
Memphis, Ten 220.00 120 100. 00 32.9
Raleigh, N.C.... 220, 00 144 76.00 3.7

t Self-reported, highest wages of AFDC mothers as reported in survey interview.
Note: Columns 3 and 4 have a slatistically significant correlation of —0.57.

Source: Pages 43 and 84, “'Report of Findings of Special Review of Aid to Families with Dependent Children in New
York City,”” transmitted to the Commitiee on Ways and Means by the U.S, Department of Health, Education, and Welfare
and the New York State Department of Social Services on Sept. 24, 1969.

|
|
|

Senator ANperson. Senator Ribicof ?

Senator Rmsicorr, Mr. Chairman, this has been very puzzling testi-
mony. I am sure there was no intention to mislead with these charts.
There is a lot heard about the working poor and all the advantages
that TI.R. 16311 will do to help them. But the working poor will still
receive far less than the nonworking families.

The Secretary says the prime element involved in this bill is a sup-
plemental for the working poor; yvet nothing has been done to this ex-
tent,

When we had the briefing by the committee, Mr. Chairman, our
staff did an outstanding job and presented a series of charts which are
completely ditferent in their impact from the testimony we have heard
today. The work done by my personal staff goes along with the work
done by the committee staff.

44-527 O—--70—pt. t- —14
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I wonder, under the circumstances, if our own staff will not put
their charts out and explain the charts to indicate the difference be-
tween the Secretary’s testimony and the work of the committee’s stafF,
Mr. Chairman,

Senator ANpersox. You mean at this time?

Senator Risrcorr. At this time, because I think the questions will
depend on the difference.

Secretary Fincu. It would be very helpful. We would be very hap-
py to do it this way.

Senator A~Nsrrsox. Well, go ahead.

Mr. Sterx. Mr. Chairman, this chart simply shows some examples
of the impact of present law and the bill on the total income of fam-
iHes in various circumstances. We have taken an average State with
a needs standard of $£3.000 for a family of four, which meets full
need, and which aids children in families with unemployed fathers,

RELATION BETWEEN FARNINGS AND INCOME

Senator Axprrson. This is on page 11 of the committee print on
the bill.*

Mr. Stern. Yes, siv. A family of four headed by a mother with
earnings of $2,000 and work expenses of £30 per month has in this
State a total incone under present law of $§267 82267 in welfare
and $2,000 in earnings. Under the proposed bill, she would receive
about the same total income, though there is a slightly different treat-
ment of her work expenses,

A family headed by an unemploved father with no earnings both
under present law and nnder the hill would receive $3.000,

A family headed by an unemployed father with part-time earnings
of 31,000 and work expenses of X153 per month under present law
would be eligible for welfare payaents of $2.755 which, together with
the $1,000 of earnings, would bring the family’s total income to
83,753, That family’s income would alzo be about the sume under the
bill. though it would rise slightly hecanse of the change in treatment
of work expenses,

If the family is headed by a father who is fully employed, with
earnings of $2,000, that family's total income is $2,000 under present
Taw. Under the bill they would receive %960 in family assistanee, for a
totul lneome of 52,960,

Since an unemployed father s defined under the TTEW regulations
as one who works less vhan 30 howrs a week, we conld have a situation
where an unemploved father earns 22,000, If his work expenses are
$30 per month, the family under present law is eligible for AFDC pay-
ments of $2267 which, together with the father's earnings, bring
their total income up to $L267. Under the Dill this would diop to
$4. 117 beeause of a change in treatment of work expenses,

Senator Rmicorr, In other words, nnder the last column, where
you have analyzed the different alternatives, under H.R. 16311, the
man who is working at 40 hours at minimum wages, seratehing out a
living, ix getting a total of $2.960, which is lower than any other
category of the nuemployed or the person working part time or the
persons on welfare,

*Page 117 of this hearing.
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He is still worse off under this bill than he is in any other category
that is named in the bill. Is that correct ¢

Mr. StErN. Yes, sir. 1 would like to mention that this would be at
wages lower than the Federal minimum wage. This would involve
working at about $1 an hour.

Mr. Patricelli mentioned that there are about a million persons
working at.that wage level.

WORK DISINCENTIVES IN THE BILL

Senator Risicorr. Mr. Secretary, if your objective is to supplement
the income of the working poor, how do you explain the low category
of the working poor and that he has heen diseriminated against under
HL.R. 163117

Secretary Fincu., Senator Ribicofl, a “noteh™ effect is there, but
we have cut it about in half with our proposal. We recognize that
there is still some disinecentive left.

Senator Ristcorr, Yes, but if your objective -and you took half
your testimony on what you were doing to supplement. the working
poor, giving the impression in this committee that you are intevested in
workfare and you are interested in bringing up the level of self-respect
for the man who is working for a living--if your objective is to get
people to work, how can you have such an objective and still penalize
the man who is willing to work against the person who is not will-
ing to work and a differential of some $1,100 or $1,200¢

Secretary Fincu. There would be a disircentive in this one type
of case. But 1 think the overall ficures would, as we have tried to
indicate in the bulk of our testimony, retlect a different result.

Senator Risicorr. Would the administeation be in favor of bring-
ing up the income of the working poor to at least equal that of the
person on welfare who does not work?

Secretary Fixci. We think that in most cases our proposal would
accomplish that vesult,

Senator Ristcorr. But that is not the question. Would you be
witling, would the administration support a program brought out by
this committee which raised the level of the working poor at least to
the equivalent of the person who does not work at all?

Seevetary Fiscu, If you were to adopt that ceriterion, Senator, the
proposal would probably involve a mimmum of another 82 Lillion in
expenditures. Mr. Patricelli should perhaps respond to your question,
though, beeause he is the one who worked out the figures. There was
a problem of the constraint= we were faced with,

Mr. Parricernt The problem, Senator, is the fact that in 1962, the
Congress created the so-called unemploved parent program. It does
not extend to the working poor.

Senator Risicorr. May Tinterrupt for asecond, Mr. Patricelli 2 What
this administration has done to this program is fine. T approve what
vou have done and T commend the Nixon administration for this
concept. Under these cirenmstanees, you seck to throw out the past,
and 1T commend you for throwing out the past.

Now, if we are going to start a new program, which is revolution-
ary, and if we are setting Ameriea on a complete new road, let us not
underestimate the consequences of it, 1 approve of this new road and
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the consequences—but if we are setting America ont on a new road, let
us do it right. If you are intevested in people working and interested
in training, how can this administration- justify penalizing the man
who is willing to work 40 hours a week at low wages for his self-
respect and still give him less money than the person who does not
want to work?

Mr, Parricerut. Senator, the administration is proposing to spend
$4.4 billion to try to climinate, or at least drastically reduce, the
penalty that exists nnder present law. But the way te correct the
problem you raise---and it is a very real one—would be to require
supplementation of the income of the so-called working poor by the
Stutes,

The States have not been doing thisup to now.

STATE SUPPLEMENTATION FOR THE WORKING POOR

Senator Risicorr. Now, let us go to that point, There are a half
dozen States that are supplementing the working poor.

Mr. Parricernn There are seven: yes.

Senator Risicorr. Now, why would the Federa] Government be un-
willing to mateh the States who want to supplement the working poor?
Are you not discouraging States from supplementing the working poor
if youare not giving them any matehing funds, whereas you ure giving
matching flm(i‘ to those who are not willing to work?

If you are intevested in workfare and not welfare, we have an obli-
gation, it seems to me, to come out with a program that is really work-
fare.

Iow can you say to Richard Brown, who is working full time and
earning £2,900, and that is his entire income that he gets,and next door
to him lives Richard Snith, who sits on the porch and does not turn a
shovel or work 1 minute ont of the 365 days, getting §4,100—-now, how
long do vou think Richard Brown will work for 40 hours a week while
the man next door to him is getting more money than he is without
working at all?

Mr. Vexeaax, Senator, under none of these examples would a per-
son be able to sit on the poreh and not do anything, and get as much
as yvou suggest. Under the partieular example cet out. the man's earn-
ings wonld be 82,000 for part-time work.

Senator Risrcorr. What you are doing- -T think Mr. Patricelli, in
explaining the question raised by Senator Harris about quitting, said,
“Well. that isa term; there isalways a man that can drop out of work.”

Mr. Vexeaax, If the unemployed parent in this family of four
was not working at all, thetr income weould he £3,000, Senator. The rea-
son he gets up to $E267 is beeause he has 82,000 in earnings from work.

Senator Rinrcorr. Let us say $£3,000, if he does not work at all. Do
vou think the man who works 10 honrs, getting $2.960, would continue
working while his next door neighbor gets £3,000 a yvear without work-
ingatall?

Mr, Vexesran, e wonld he much more inelined to continue work-
ing, Senator, than he would be under the existing system, where he is
only getting $2,000, 'This administeation has veduced the disincentive
by one-half.
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Senator Rintcorr. In addition, will the staff indicate on the chart
the other disadvantages i the present bill to the man who works as
against the man who does not work and is on welfare? Is there not a
problem of medicaid ?

(‘The chart referred to is chart 8, page 123 of this hearing.)

Mr. Sterx. The bill makes two major distinctions between the so-
called working poor and the nonworking poor. One distinetion is that
a family headed by an unemployed father is eligible for State supple-
mentation. The working poer do not receive State supplementation.

The other distinction is that the nonworking poor are eligible for
medicaid and the working poor are not eligible for medicaid.

Senator Risicorr. So the person who is earning $2,000 and getting
52,960 for working cannot get medieaid benefits if he or members of
his family are ill, hut the person on welfare who does not work and gets
$3.000 is eligible for medicaid. Is that not correct 7

Mr. Ster~. That would be the typical situation.

Mr. Parmercenr Could T correct that in one regard, Senator?

There is under the Federal medicaid law, at States option, the pos-
sibility of covering the children of the working poor. Now, as the staff
has said. this ig not the typical case, but Federal law does not diserimi-
nate per se against the olllildren of the working poor. Federal dollars
are available.

Senator Rintcorr. Mr. Secretary, would you favor at least providing
Federal sharing in State supplements to the working poor if the State
is presently or should decide to make these things available?

Secretary Fixcrr. T think we would be amenable to considering fur-
ther inducements for State supplementation, yes.

Senator Ristcorr. You would be interested in supporting such a
proposal? )

Seeretary Fivent. We would have to cost out what precise figure we
are talking about. Obviously, we have not had the experience thus far.

Mr. VExeyman, Senator, would it not be true that in those six or
seven States that now cover the working poor in one way or another,
they do it entirely with State dollars. The Federal Government does
not participate in those programs. So if we move in with a program
that provides a Federal supplementation, the States can continue to
spend their dollars and their payments would be supplemented in those
States.

Senator Risicorr. Yes, but would this encourage other States—in
other words, of about 50 States, only six are supplementing the work-
ing poor. If you came in on a matching basis, that would cost $20 mil-
Tion a year in 1972, 1973, and 1974,

Now, if you are interested in encouraging people to work, should
you not encourage the States to supplement the working poor so the
working poor would not be at a disadvantage to the unemployed or
the people on welfare who are not working ?

Secretary Fincn. First of all, we have the problem of whether we
can keep an overall control—that is, whether we can avoid the open-
ended situation we have in AFDC. T am not sure how we conld con-
struct legislation that would do what you suggest and still avoid an
open-ended commitment,

Senator Risicorr. Well, T think we have some able Senators on this
committee, If ITEW cannot come up with legislative proposals, T am
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sure we can draft them in this committee, and all we ask is yvour sup-
port and the administration’s.

Mr. Parricerni. Senator, could I make one comment ? Of course, we
wonld assist the States to supplement the income of the working poor.
In those seven States that are now paying wholly State money for the
working poor, we would pick up a great deal of that dollar cost under
the family assistance program. And we would hoge very much that
those State savings wonld be plowed back into a State program for
the working poor.

DISCRIMINATION IN FAVOR OF WOMEN

But in a very real sense, we would be providing the first $1,600 of
payments for the working poor.,

Senator Risreorr. The stafl has ealled to my attention that we have
a sexual discrimination in favor of women, that a mother earning
£2,000 a yvear will receive $4147, but a man who is a head of a family,
who earns %2,000 a year, will receive $2,960.

Why should not the man who is head of the family receive the same
as a woman who is head of a family for the same number of people?

My, Vexesax., That is one of the problems of trying to build on an
existing system, Senator,

Senator Rmsicorr. But, Mr. Veneman, this administration has gone
up and down this country and said, we are throwing out the old sys-
tem. Aud T agree with the administration: 1 am for what the admin-
istration is trying te do.

Now, if you are going to throw out the old system and have a new
one, let us not start a new system with built-in inequities.

I think this is one of the great dangers. If we are going to have a
new system, let us really have a new one and let us not have the old
system and say it is new. I think this iz the problem that we face, and
I think this is the responsibility of this committee. I'f the administra-
tion and the House are unwilling to have a new system, I think we
have the obligation to have a fair and equitable system in the Senate
of the United States, I think this is an oll)lig!atinn and a duty.

NEEDY PERSONS NOT QUALIFYING FOR WELFARE

Now, Mr. Secretary, there are millions of desperately poor Ameri-
cans who fail to qualify for any Federal welfare assistance, This is
true presently and under TLR. 1631 1. I am speaking of the man and
woman, or a widow, perhaps in her Lute fifties, without hope of regular
employment, or a person who is too young for old-age assistance, or
the young childless couple in the ghetto who eannot find decent jobs,
or any jobs at.all.

These people are in great need, but no help is forthcoming under
your bill, as indicated in your opening statement. Instead, we say to
this young conple in the ghetto, in ILR. 16311, we will give you $1,300
ouly if you have a child; but if you do not. have a child, we will not
give it to you.

Now, we have had all this talk abont population controel and people
on welfare having too many children. Yet you are saying to the couple
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in the ghetto, “If you have a child, we will give you $1,300, but if you
ave childless, you will get nothing.”

How do you justify that?

Secretary Fixen. We made, as I said, a decision that, given the kind
of constraints that we have, we were going to try to help the family
unit, with or without a father ihere. There is a great deal of conflicting
evidence as to whether this kind of inducement would encourage a
young couple to have a child, simply to pick up that increment of
dollars,

We do not have any hard data that tells us that providing family
assistance only for families with ehildren will be an inducement to
young couples to have a child in order to get on welfare.

Senator Rmstcorr. But how about that unemployed person who
cannot get a job, the couple getting nothing. What do we do with
those people? We take into account your work responsibilities and
your work provisions, but what do you do with John and Mary Jones,
who are married, without a child? What do you do with them?

Secrvetary Fixeir, In most Rtates -as you know, having been a Gov-
ernor- there are general assistance programs. There is unemployment
insurance. We have the food stamp program, with a Federal compo-
nent. We think we would go far beyond the bounds of the right alloea-
tion of resources- the funds wonld have to come right out of educa-
tion and out of health- - if we were to expand the family assistance plan
to the extent your question suggests, :

My Vexeyan. [ think there are a couple of other factors here, too,
Senator. With a young married couple, for example, chances are there
has been some employment record. ‘They conld be eligible for payments
under unemployment insurance. And there has traditionally been a
responsibility on State and local govermuents to provide general relief
to tide such families over. And if they are disabled, of course, they
would come under the aid to the disabled program. But for the most
part, we have looked at thissort of family as part of an age group that
18 most acceptable in the einployment market. So they are treated
somewhat ditferently.

ADEQUACY OF FAMILY ASKSISTANCE PAYMENT LEVELS

Senator Risrcorr. Mr. Chairman, T do appreciate your letting me
come out of turn for personal reasons. T would like to ask two more
questions. Then I have other questions which T shall defer to some
other time.

Mr. Secretary, practically every study of welfare has recommended
substantially higher levels of assistance. The Committee for lconomic
Development and the Heineman Commission both have called for a
level of $2,400 for a family of forr. Do yon believe that $1,600 for a
family of four is adequate, and would you favor increasing this
amount over a period of years?

Secretary Fincn. T would not want to project heyoud what the
present proposal is. Of course, as T indicated in my testimony, if yon
add the food stamp component, you go above the amount called for
by the Heineman J‘ommission. And T believe the CED recommenda-
tion was $1,600, the same as ours.
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Senator Rinicorr. But now let us take the food stamp program.
Today, 19 percent of all public assistance recipients get food stamps.
Thirty-six percent of recipients in counties where stamps are avail-
able get food stamps.

Under the family assistunce programs, the Nutrition Committee,
with Agriculture Departuient figures, estimates that only 39 percent
of people under FAP will get food stamps.

What happens with the other 61 percent ?

Secretary Fixcn T think that with the marked improvement in the
food stamp program which the Congress and the administration
worked out last vear, those figures would not obtain. In other words,
those were based on the old, imore limited food stainp program.

Senator Rimsrcorr. This is what has been advoeated at the present
time. Wonld you go along with Senator MecGovern's proposal that
there be automatically aiven to everybody that comes within this
particular program $1,100 worth of food stamps?

Secretary Fincn. No, T do not think T would, as a matter of fact.
While the food stamp program now angments this cash maintenance
approach, I think that in the future—and T do not know when that
date will be—we will move away from the food stamp concept. T
would hope that would happen.

Mr. Vexeaax. Senator, if T may respond to two points. T think the
record should show that the Committee on Economic Development has
endorsed I.R. 16311 with tho 81,600 amount for a family of four plus
the food stamp component.

Second, T am not sure that the estimate that 39 percent of family
assistance reeipients will get food stamps is aceurate, T think we have
to recognize that the food stamp program is alzo based upon a vari-
able. As income inereases, the purchasing power of the stamps de-
creases. When people have reached a point where they are spending
80 cents to get a dollar's worth of stamps, there is a tendeney to forget
using the stamps and to spend the money in their own way.

GOAE, OF ELIMINATING POVERTY

Senator Rinicorr, One general philosophical question, Mr. Secre-
tary. On April 18,1970, Mr, Daniel P. Moynilian made a speech be-
fore the American Association of Newspaper Editors in New York
City,and T quote:

Senator Ribicoff's suggestion that the national government formulate goals
in this area to he attained by fhe 200th Anniversary in 1976 ix a good idea and
very ntuch in line with the President’s own thinking. In thix way., we ean
best hape to miateh specific measures to the availability of specific resources for
obtaining thera. There ix a deal of drudgery in this route, but in the end, there
is triumph. Poverty will have ceased to he a condition in which any American
gould live as a normal expericnce. It ix a kind of thing history remembers you
or.

Now, do vou agree, Mr, Secretary, with Mr. Moynihan and Presi-
dent. Nixon that this is a worthwhile goal for this Nation in 19767

Seeretary Finen. T think we have tried to make that elear. T think
there is probably a distinetion between how each of us would attain
those goals——between your proposals and the ones we are making here
today, Senator,
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Senator Rintcorr. Then would you favor my amendment No. 584,
which provides, as a minimum national goal, that by 1976 all citizens
are assured of an income adequate to sustain a decent standard of
life and that we instruct you, Secretary of HEW, to report to Con-
gress within 18 months of the final enactment of this legislation with
recommendations as to means to get this goal, the schedules, arrange-
ment. of priorities?

Do you think that issomething you could support as Secretary ?

Secretary I'ixci I do not think it would be possible within that
short time for anyone to find a way to totally eliminate poverty. We
can bend every effort within the resources we have. But we have pro-
vided for an annual report on this proposal,

Senator Rmicorr. Yes, but if Mr, Moynihan and the President be-
lieve it is a worthwhile goal for 1976, could you be less—as the title
of this says, “A moment touched with glory.” That is the title of
Mr. Moynihan's speech.

Are you less willing to face a moment of glory than President
Nixon or Mr. Moynihan? .

Seeretary Fixcu. 1 do not think even Mr. Moynihan would suggest
that we could eliminate poverty in this country by 1976,

Senator Risicorr. That is right, but is it a worthwhile goal to strive
for, might 1 ask?

Secretary Fixcn. Of course, it is a worthwhile goal.

Senator Riercorr. Would you objeet to that being written into this
measure ?

Seeretary Fincn. Tf it is written very realistically, with an cye
toward what is possible, and whether we want to make a decision that
we are going to take the necessary funds out of the hide of education
and health, T am not prepared at this point to say 1 would want to
take those dollars out of those other fields.

Mr. Vexemawn. Senator, T think your idea is now written into the
measure. I think that indirectly, our responsibility and commitment
to it are suggested by the provision that we will supplement the State
share up to the poverty line, I think that we cannot make a commit-
ment now that we are going to take over the entire assistance pro-
grams in the adult categories. T do not think any of us is willing to
make that decision at this point. The States have traditionally had a
responsibility in public assistance, We have asked them to continue
their responsibility, and we will participate up to the poverty line;
as the dollar level increases, our Federal participation will be there
to matceh it.

Senator Rinicorr. Mr. Chairman, 1 want to thank you and the other
members of the committee for their understanding and indulgence. 1
am most appreciative.

The Ciramaran, Mr. Secretary, I would like to ask just a few ques-
tions here.

Secretary Fixcu. Mr. Chairman, T assume you are going to be ex-
pecting certain things of us by 2 o’clock. I want to know exactly what
you want so we can do our housekeeping chores by the afternoon ses-
sion.

The Crairyan. I believe we will make that 2:30, if it is all right
with you. T think we will quit at 12:30 and meet again at 2:30.

Secretary Finci. Fine.
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WORK INCENTIVE PRINCIPLE

The Cusrymax. Can we agree that it will be best in all cases, that
a person will be better off doing honest productive work than simply
living on welfare payments?

Secretary Fincin That is the goal we are both trying 10 achieve.

The Cuamraran. That being the case, would it not be well that we
seek to work together during the course of these hearings and in ex-
ecutive =essions to try o eliminate that anomoly insofar as it appears,
either in the present bill or in existing law, so that in the future, no
matter whar the welfare payments may be to any individual, it will
be desirable for that per<on from the economic point of view to go to
work and supplement his welfare payments?

Secretary FiNcu. Yes, sir.

The Ciratrsran. 1 think we should do that.

Now, you have said that this bill will possibly reduce welfare costs
in the long run. I would be curious to know how yvou assume that that
is going to be the case when it starts out by adding 14 million people
to the welfare rolls.

Secvetary Finen. We are betting on the desire of most people to
et up and go to a job in the morning and to want to stay with their
families, and on ipualses and patterns of life that we think will pre-
vail. People will want to work themselves off of the welfare rolls. These
things are very hard to project actuarvially. But we think that our
theses are sound and onr concept right.

AVAILABILITY OF DATA ON STATE-BY-STATE BRANIS

The Ciratkyan. T understand that the OFO survey upon which the
cost estimates of family assistanee under the bill are based could bhe
provided on a State-by-State hasis, but a rvestriction has been placed
on this kind of breakdown. Ix that correct /

Seeretary Fixen. Do you mean that OEO or we have placed a re-
striction on the New Jeisey experiment ?

The Cuamryax, As T understand it, the OEO survey could provide
information on a State-hy-State basis but that a restriction has been
placed on this type of breakdown  that is. on a State-by-State basis,

Mr. Venesman. Are yon making reference to what cach State wounld
receive under the family assistance plan?

The Crratryax, T am talking about the 1966 survey. The survey of
poor families.

My, Pagkicrrns, We are informed, Mr. Chairman, that the computer
tape that has the QRO data does not have State-by-State breakdowns,
because that agency decided that to put such breakdowns on the tape
would in some way conflict with confidentiality requirements that they
undertook to meet when they ol the data by survey,

The Coeairyan, Well, T am told the argument had been made that
it does not agree with certain other information that lias been pre-
sented to us,

Mr, Vexesrax. That wonld be news to us, Senator. We have tried
to obtain every bit of data we could get that would be relevant to this
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problem, and we have been working on this kind of arrangement since
February 1569. T was unaware that there was any information that
was restricted as you suggest.

The Crrairyax. How could you contend that you are violating con-
fidentiality when you are looking at a survey that simply shows what
happens on a State-by-State bhasis? My understanding is that that does
not identify the names of the recipients. It simply identifies on a State
basis what the cost of family assistance is and would be,

Secretary Fincu. Mr. Chairman, this is the first time T have heard
this and we will endeavor to get a formal response from QLQ as to
what their protocols were on this and have it for the record. T just
simply am not aware of the existence of this. )

The Cramaran, Tt seems to me that this data is necessary if we are
to have a cross check on the cost estimates. 'This information should be
made available. I think if the cost estimates are not. valid that we on
this committee should know about it. T do not think we should publish
confidential information, but T think that would be a valuable survey
to see what to expect in the future. Can we agree that as far as the com-
mittee is concerned, that will he made available?

Secretary Fincn. We will have to check. It is not in our report.
Until T can find out what bagis—-

Senator Taryavar. Will the Chairman yield at that point?

The Cratryan. Yes.

Senator Taraavce. 1 do not see how you can make a projection
without feeding the ingredients of a State-by-State survey into it.
I would certainly like to know what the situation is in Georgia, because
I believe in many areas we might have over half the people in indi-
vidual counties on welfare,

Secretary Fixci. We will try to have by this afterncon some state-
ment with regard to what restrictions have been laid ont here.*

The Crararan. As T understand it, your cost estimates on the work-
ing poor are hased on the uremployment rate of 3.5 percent. Can you
tell me what isthe present rate of unemployment?

Seeretary Fixci I think the last figures were about 4.4, according
to the BLS.

The Cratrvay. That would be an increase of about 30 percent?

Seeretary Fincin Just to clarify a response to Senator Talmadge.
We have made State-by-State projections, but as T say, they were
not in any way related to this report to which you have alluded. I did
not mean to suggest that we had not made State-by-State projections.
But they were not based on this QKO report.

Senator Taraapoe. 1 think what the committee would like to have
in considering this bill, and there are many laudable aspects, T may
say. I think we need to know how many individuals are drawing bene-
fits in different States, aid to blind, aid to aged, and how many will be
drawing henefits under the bill passed by the House.

Mr. Veneman. We will supply that for you, Senator.*

We will have the specific figures on the survey you are talking about.
Tt is my understanding that it is a small survey and to release informa-
tion by States would identify the persons that were participating, We
will submit to you specifically—

* At presstime, June 11, 1970, the materianl requested had not been received from
the Department of Health, Education. and Welfare,
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The Ciramryan. My understanding is that there are 30,000 families
involved in that and that a lot of these cost estimates are based upon
that survey.

Mr. Vexeaan, If your staff can spring it from the Bureau of the
Census, I guess we can work together on it.

The Cramryean. I do not know why we cannot get the information
we need on this committee. We are well aware of the fact that
we on this committee are entitled to know what an individual’s tax
return is, but this isnot that kind of request.

HEW COST ESTIMATES BASED ON 3.5 PERCENT UNEMPILOYMENT RATE

Here is the point I had in mind with regard to this last question:
You present us cost estimates based on a three and a half percent
unemployment factor. You say it is about 4.5 percent today. At the
present rate of unemployment, how much more would your bill cost
than the estimates contained in the statement ?

Secretary Fixci. We will have that information for you. It is
going to take us a matter of some days to recalculate this whole pro-
gram nationally, but we will have that information just as promptly
as we can. Mr. Chairman. We are already in the middle of updating
those ficures.*

WORK DISINCENTIVES UNDER THE BILL

The Criamryax. On page 6 of your statement, you say that the
present AFDC program “makes it possible for many welfare families
to recelve more money from welfare (or a combination of welfare and
work) than other equally needy families who must rely solely on a
low-paying job.”

Is it not true that this situation would still be largely true under
the bill before us?

Secretary Fincir. It would not be true with regard to women. It
would be less true than it is now with regard to men.

The Craaryrax. 1 think we should just go over the examples and
we can develop them as we go along, because 1 believe it would be in
a great number of cases.

In New York City, an AFDC mother first receives an earnings dis-
regard of the first $30 monthly plus one-third of her additional earn-
ings, Tler grant is also increased $60 per month as an allowanece for
work expenses. T'nder the bill, no work expenses allowance is pro-
vided and the earnings exemption modified so that the woman’s pay-
ment. is reduiced by 480 annually.

In view of the publicity given to the billions for welfare provided
by the bill, does this not carry the false impression that this person
could expeet larger benefits when that income would actually be re-
duced by the bill?

Mr. VexeyMan. Mr. Chairman, New York is not a typical State.
Forty-one of the States pay below the amount disregarded under the
work proposal, )

Mr. Parrrcrrnn. T think the Chairman’s question goes to the issuc of
how we treat work-related expenses under the proposal and how States

*At presstime, June 11, 1970, the materinl requested had not been received from
the Department of Health, Education, and Welfare.
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have treated them in the past. We could supply a table for the record
that does indeed show that the family assistance plan permits a less
liberal treatment of work-related expenses than the present law, with
the result that some AFDC recipients who have relatively high earn-
ings but who are now eligible would cease to be eligible.

In New York State, for example, a woman is eligible for AFDC as
a mother with earnings ranging from $7,074 to $7,344. Under the
family assistance plan, the ceiling for welfare eligibility would be set
at roughly $5,950. That is for eligibility for the State supplemental
payvment to be matched by the Federal Government. We felt that
maintaining such a high disregard for work-related expenses was un-
necessary when it conferred welfare eligibility on people at this earn-
ings level.

HEW REGULATION REQUIRING STATES TO PROVIDE FREE LEGAL SERVICES TO
WELFARE RECIPIENTS

The Crairman. Now, under regulations proposed to become final
on July 1, 1970, your Department ruled that States must make at-
torneys available to welfare applicants, but that States will not be
re?uired to pay the attorney’s fee although the attorneys will be avail-

ble without fee. Just what does it contemplate? Is the Federal Gov-
ernment going to provide these attorneys at no cost to the States or to
the recipients? If so, would not that be strange that you are providing
attorneys to provide assistance to recipients on how they are going to
avoid work or complying with the statutes at the same time you are
trying to enforce those requirements?

Mr. VexemaN. We are reviewing that regulation,

Secretary Fixcy. Because of this court action. I would like Mr.
Hawkins to speak to it.

Mr. Hawgixs. Senator Long, I am Charles Hawkins. This is a situa-
tion in which local bar committees, legal aid societies, and OEO groups
have been providing legal services. The draft regulation would pro-
vide that if that kind of service was available to the individual, the
State agency would not be required to pay for independent attorneys.
The regulation does not contemplate any Federal furnishing of
attorneys.

HEW REGULATIONS CONCERNING CHILD CARE

The Ciuatryan. The regulations issued on January 17 and Janu-
ary 18, 1969, purported to implement the child care requirement in the
work incentive plan providing that the recipient “must be involved
and agree to the type of care provided.” This condition that the parent
must. agree to the child care just nullifies the purpose of providin
child care in the first place. That is to help the mother help herself o
welfare by receiving training or accepting gainful employment. Cer-
tainly you should be providing child care, but even if it is of the
highest quality and the mother chooses to disagree with you, then
under this regulation, you are powerless to refer her for employment
or training. How can you administer a Federal statute under this
condition and what do you propose to do about. it.?

In other words, no matter how desirable a child care arrangement
you provide under your own regulations, you say the mother may
reject it ?
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Secretary Frnen, We have been trying to assess that regulation. Tt
was one of the last regulations promulgated by my predecessor. We
have been trying to find onut what the impact of it has been.

The CHatrarax, Now, in addition to that, the regulations on Jan-
uary 17 and 18, 1969, prm)do that to prevent referral to the work
ineentive program of any individual “w hose prevence in the home us
required because adequate child eare services cannot be furnished.”
This regulation would be an appropriate regulation if yon were
furnishing any child care services. The faet is that child care services
are not being pm\idod and this figure is being used as an excuse to
keep from referring welfare mothers to the work prograni.

I would like to know what vour attitude on this matter is.

Secretary Fixcr, We have had an uneven experience from State
to State with the child eare program. Ax T have indicated in mv tes-
timony, we have tried to move it  from simply a custodial situation to
a stronger educational program. 1 would Liope that with a contribution
of £368 million to put into this component of this program, we wounld
have a very wide flexibility and move this up in a massive way. This
is what is contemplated. T think we have not had the resources up to
this point to do the job effectively.

Mr. Vexemax., Mro Chairman, another harrier we have tried to
alleviate in this hill is that the present ehild care program is a 75-25
matching program and many States arve reluctant to spend that 25
percent. We are proposing 100-pereent Federal funding to these child
care services, The cost would be about £330 million in the hill, as
de=eribed by the Seeretary.

Mr. Pargrerrnn Finally, under the present law, the Secretary is, of
conrse. sivmosed to try fo assure the provision of day care in suppert
of the WIN program., the Taw does not give hinm the power to do <o.
The welfare funds pass throueh the State welfare departments, and
it i= not within the control of the Federal Government to direct or
implement the use of thoze funds<. We have tried under the family as-
sistance plan to place the day care program nnder Federal control. =0
that grants ean be made directly, bypassing what arve, in some cases,
dow-to-net State welfare departments,

The Coararax, For this day eare proposal, in 1960, there was ap-
propriated $24.5 million. Of that amount, onlv $£2 million of that was
used to provide day eare =o that these mothers should ba nvailable
to do come wainful work to help themselves and help their families.
Why wasso little spent 2 That i< only ahout §1 in 26,

Secretary Fixerr. There arve soveral rensons. One iz the problem of
wetting the WIN proeram underway. The other is what Mr. Patricelli
inst explained- - we have to work through the States to get these
dolars ont.

Mr. Vexew, If the States will not spend their 25 conts, we can-
not spend our 7 cents, That ix part of the problem,

Seeretary Fixerr. Alco, the appropriations were made very late in
the fiseal year, whicl isanother factor,

CONTINUATION OF WELFARE PAYMENTS DURING APPEALS PROCESS

The Craryrax. T don't believe that's true. But on another matter,
the TTonse hill dignifies several recent court provisions hy giving them
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legislative status. One of these was that a recipient’s welfare payments
should continue during an appeal process, even though the Stote may
determine that the recipient is no'longer eligible for assistance. Why
did you continue this in the bill that was sent before the Congress even
before that court decision was handed down

Sceretary Frnen. As we discussed it with the Ways and Means
Committee, we were prepared to offer language as a result of whatever
the court decided.

The Crarratan, It is my understanding that the administration sent
that down even before the court decision.

Secretary Frxen. That would be contrary to my own philosophy if
that were the case. T do not believe that any of the operating depart-
ments, as opposed to ORKO, should be engaging in adversary proceed-
ings on paying these dollars out. OEO has done this work. To the
extent that we can keep it there, that is where T would like to see it.

The Citararax, The point T have in mind here is where a person
has been found to be ineligible for welfare payments, What would your
view be if the welfare agencies made that determination and then the
person, with the lawyer provided for him, proceeds to appeal from
that 2 Do vou think, after the decision has been made and while this
thing is being dragged out through appeal procedures, that the welfare
payment should be made nevertheless?

Secretary Fixcr, Under the House bill, a determination has to be
made within 60 days. If the determination is an adverse one, then the
recipient is required to reimburse the moneys that may have been paid
improperly.

The Crearsrax. Well, this aa welfare ease. You are not going to get
the money back. You eannot squeeze blood out of a turnip. Tf they
find the person is not eligible for it. why would you want to give them
the money just because they decide they want to appeal for it?

You cannot get the money back: if they get it, they are going to
spend it, Why would vou give it to them if it i< determined they are
not eligible?

Secretary Fixen. If you have a back-up syvatem, which we have
allnded to. having access to the social seeurity records and any pay-
ments that may be involved from that quarter, vou will have a means
of ascertaining whether there were improprieties, and also perhaps to
recover dollars that may have heen improperly paid out.

Mr. Parriceent The question of course is whether payments shonld
continue while the hearing or appeal is in process: as the Secretary
has explained, that could be only for 60 days. We require final deter-
mination within 60 days. But there would he no retroactive payment.

The Curamyax. Well, does not the fact that vou continue welfare
payments while the person makes an appeal, with a free lawyer, so
it does not cost him anything- - does that not just guarantee that there
will be an appeal in every ease where the welfare agency euts off the
payments? What is the point in not appealing? It does not eost him
anything and he gets the money merely by appealing, with the gov-
ernment paying the cost of the appeal.

Secretary Fixer, The court says they have the constitutional right
right to appeal,

Mr. Venesax, If there is a question of fact or judgment, Senator.
A man cannot just arbitrarily say, T do not like the decision that was
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rendered, just on his own personal judgment. There has to be an issue
there in order for the payment to go on while the appeal procedures
take place.

WELFARE AS A RIGHT

The Ciaraan. Do you believe that there is any constitutional
right for a person to draw welfare money?
Mr. VENEMAaN. No, sir. )
The (nanaran. 1 do not, either. I am glad we agree on that point.
Mr. VexeymaN. There is a statutory provision, sir, thut allows cer-

tain people to draw welfare payments,

SUPPORT OF WELFARE RIGHTS GROUP BY DFPARTMENTS OF LABOR AND
HEW

The Crramraax. I have been concerned that your Department has
yielded to Mr. Wiley and his group to make it easy for them to make
good the boast made by Mr, Stephen Wexler and published in the
press. Ie told the Welfare Rights Organization, “You can stay out of
the program™ and he is referring to the work program—"until hell
freezes over.”

President Nixon mentioned his efforts to assure *hat during his term
of office, his government would be good adminisirators of the law.
Wlen it comes to the work incentive program, there is little evidence
that there has been any administration of the law.

I would like to know what is your reaction to that?

Seeretary Finern. We have Mr. Rosow from the Department of
Labor. That Department has to make these judgments on the suitabil-
ity of referrals under the WIN program. I defer to the Department
of Labor on the question.

Mr. Rosow. Mr. Chairman, 1 believe you were referring to the
National Sclf IHelp Corporation contract which the Department of
Labor inherited when it came into office. 1 understand that you had
a disrussion of that contract with the Secretary during the UT hear-
ings. It has been placed under very earveful supervision, the contract
comes up for renewal at the end of .this fiscal vear. T believe when
Secretary Shultz testifies next week, we will be prepared to make a
statement with regard to that.

The Ciamran. Welly now, there is only so long that this admin-
istration can keep blaming the prior admimstration for mistakes made
under previous ]’n'sidonts or previous Secretavies. Eventually, it be-
comes your responsibility rather than the other fellow’s.

Mr. Rosow. We accept that.

Mr. Vexeasax., We are trying to change the programs.

Secretary Finci. This is one of our efforts, Mr. Chairman.

The Croanran. Now, for the State of Massachusetts, the Depart-
ment lias a report that the “National Welfare Rights Organization
and related groups defer potential applicants from WIN." An Ohio
report states that “Stafl work has been retarded because of the
National Welfare Rights Organization interference.”

Now, you will reeall, Mr. Secretary, that this is the group which
you p:\id $38,000 beginning April 24, 1969, and the contraet is still
running. T would like to have in the record at this point a detailed
report of exactly what happened in these two States. T would hope
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that somebody would be prepared to explain, let’s say tomorrow, why
this money was paid to these people and whether this type situation
is continuing. )

Secretary Fincn. I will have to get that for you. We will have it
tomorrow.

Mr. Rosow. Massachusetts was one State. What was the other State,
My, Chairman?

"T'he Cuairyrax. Ohio*

Here these peopte ave deliberately housting in the press that they
are able to show people who are drawing welfare money how they
can decline to work and still draw the welfare money. The Depart-
ment of Labor came in here and suid that they ought to be admin-
istering this program and that the people ought to be referred to
them for work, Now we =ee that they have succeeded in frustrating
that program to the extent that no mother needs to work, And we
see. that in some States, that organization is impeding efforts to make
this program work. We see the program is not working, like Congress
intended it to work. We =ee the Department of Labor even gave that
group SE30,000.

Now, that is the Department of Labor giving away $130,000 to show
prople how to refuse to go to work and get away with it. [ow would
yorrexpect a program to work if you are sponding a half million dollars
to keep it from working ?

Mr, Rosow. Mr. Chaivman, if T may, the contract does provide for
funds up to RE3LO00, TTowever, my last reading on that. was that in
actnal disburseiments to date, 1t's something below that figure, about
$250.000 as of February. The program has not been developed by Mr.
Wiley's organization to the extent that they planned. They have put
some literature out. It has been reviewed by the Department of Labor.
'The literature that we have seen thus far that has been endorsed by us
is positive and supportive, as contrasted to the accurate quotation
about attempts to discourage people from cooperating with the pro-
gram. There have been some positive sides.

However, T do not want to take a position at this time, if T may defer
to the Seeretary until next week, because we are going to have a pre-
pared statement with response to this specific contract and how we
evaluate it in the light of your pertinent eriticisin,

The Criamrax. That particular group came before this committee
at a_time when we are trying to put some of those welfare people to
work and they protested that they ought to be permitted to get the
money and refuse to go to work at the same time. You are aware of
that.?

Mr. Rosow. Abzolutely; yes, sir. We deplore that.

The Ciamyax. Not only did they do that, after they got through
testifying that they did not want to go to wark and should get the
money anyhow, they then proceeded to pull a sit-in strike on this eom-
mittee. After being confronted with the officers of the law and told
they would have to leave or be arrested, they finally vacated the room.
Then with meney provided by the Government, they proceeded to
frustrate the program, How do vou justify that?

A presstime, Jnne 11,0 1970, the materinl requested had not been received
from the Department of Health, Education, and Welfare.
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'That is bipartisan maladministration. It ought to be ~topped. How
do vou defend it?

Mr. Rosow. T do not want to be placed in the position of defending
that, Mr. Chairman. If it is true that they were doing this with Federal
funds, I think it is indefensible. T think there is probably a legal line.
This is not to disagree with yvour point. T think there is a legal line
between the National Welfare Ri,«:lhts Organization as a corporation
and the self-help organization which is funded under our contract.
There is obviously an overlap in the national leadership, but those
officials who are receiving any funds under the self-help contract were
not doing it as agents of the National Welfare Rights Organization.

Ro it 1s a hard thing to be categorical about, but the legal intent
of relf-help was to get informuation to people to encourage them to co-
operate with the WIN program,

I might submit that in the new legislation, TLR. 16311, we deal with
this program very categorically by eliminating the ambignity in the
present law, which has a phrase saying that an “appropriate” person
over age 16 may be referred for training. Under the new bill, we have
eliminated that language, set up very rigid categories for registering
and antomatically referved all registrants to the Department of Labor.
No in fact, the present role here of the National Welfare Rights Or-
aanization would be de minimis in relation to the new law, It wonld
make the referral automatic and we would have about £2.9 million
peaple registered for work or training within the first month of appli-
eation of the law,

The Crisneyan,. Would you be willing to concede that ~o far. those
people have been very suceessful in keeping people from going to worlk,
alt hough Congress hax intended that they should work?

Mr. Rocow, We have xome indirvect reference to that etfeet. Mavhe
the ITEW people wonld have some more information on it. What we
have read in the press; vour own statement in the Coneress last week.
certainly snggests that they have impeded the program in some in-
stances, However, T wauld be hesitant, Senator, to sav that it is uni-
ver=al. T think m =ome areas, they have given out factual information.
T think in others. they have leaned over backward to do what you say.

REGISTRATION REQUIRNMENT IN BILL

The Crareyran, Are vou aware that this bill hefore us does not ve-
quire any of those people to work? Tt just requires them to register.
It does not require them to work.

Mr, Rosow. Tt requires them to regizter for work or frainine, If
the anployment Serviee refers them to either of those opportunities
and they refuse, the payments are discontinued. So it is not a eate-
corvieal referral to work or training if it is not available, beeanse we are
not mandating Federal jobs for these people. But the first step is to
register: the second step is on our back, the Seeretary of Labor's, to
make a referral for job or training. Onee we do that, if that person
refuses to cooperate, his pavment is discontinued,

AVOIDANCE OF WORK BY REJECTION OF DAY CARE

The Cramrvax. Let's say a person declines to work beeause she
has a child, even though therve is a day eave center available for the
elild.
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Mr. Rosow. That is a_very good question and the House Ways and
Means Committee provided that since a mother with a young child
will not be put in a position of having that child neglected, the State
must provide child care as a condition precedent to the referral, That is
in the House version of the bitl yes, sir.

The Crrampyrax. That is existing law also, as Tunderstand it. Is that
not correct?

Mr. Rosow. Iixeept that in many jurisdictions under the WIN pro-
gram, a mother is allowed just to get a baby sitter or make any of her
own informal arrangements. I think the connittee has gone further,
following what the Seeretary said eavlier in his testimony, by promot-
ing child developnient ~o that the mother will have the children in a
=ttfe, healthy place, and she can cooperate with the program.

The Creamarax. A< | umlorstuml it, the way it stands today, that
mother can say that although that day care center is regavded as the
Lest one in Xmerica, it is still not adequate for her ehild as far as she
is concerned und she can continue to gret the wel fare.

Mr. Rosow. Not aeccording to TLR. 16311. There is apparently a
FLIEWW regulation which may be pat aside with the passage of this act.
The mother would not inzert that judgment, 1{ the State had an ade-
quate child-care conter certified by the Seeretary of IIIEW as mecting
the standards, the mother woukl not ~uperimpose her judgement on
that question.

The Cirararax, Is that how it is under existing law ¢/

Mrc Rewswe Noosivs nne b the existing Bow, tiere e the impedi-
ment - that Recretary Venenmn mentioned,

Secretary Ifixcn. Certification by the State, the passage of the
dollar through the State ageney, and other factors have impeded the
extublishtment of day-care services.

The Cosnoran. It ix my understanding that under existing law
she can refuse to work becanse she i< not satisfied with the day-care
center for her child, even though they know that i< a properly certitied
day-care eenter and perhaps the Lot in the countey, Tt s HEW reon-
lations that make that possible,

Secretary Fixen, Ir would not be true under this bill, Mr. Chairman.

The Craaan. 1 would like to refer you to a paragraph in the reg-
alations- 220,18, ehild-care services, It provides that ehild-cave serv-
ives, including in honie and ont of home eare, must be available ov
supplied to all persons veferved to in or envolled in the work incentive
prograin or other persons of whom the ageney has required training
or employvinent. Such care must he suitable to the individual ehild and
the parent st be involved and agree to the type of care provided.

Now,if vouware providing good eave, and just for the sake of stating
the ~trengest possible ense, if you are providing the best day-care
center in Ameriea right theee e the neighl-orhood for thar ehild, why
would yon provide under regulation that ~he must agree to that type of
service and that for failore of her agrecing 1o it ~he continues"to ol
the money, even though she has a good day-care conrer available to her
chitd and she refusesto work ?

MOBIICONTION O HHEW CHILD CARDL REGULATION

Secretary Ifrixcin T know of no instanees where that has happened,
As Tindieated, the regulation was tiled in the closing day= of my pred-
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ecessor’s administration, We hope to correct the situation through
this lagislation,

The Crairyan. You eould correet this rieht now. You do not need
to wait until the Congress passes this law. All you need to do iz change
that regulation and you ean do that with a stroke of your pen.

T helped to write that work incentive program into the law. I was
very interested in that. It just amazes me to sec zomeone talk about
the inadequacies and the failure of the law, when we pass the la=w and
provide the money and the administration, whether it be Democrat
or Republican, will not enforee it. Furthier than that, not just fail to
administer it, but actually pay money to people who are involved in
seeing that it does not work.

Can vou tell me to what extent Mr. Wilev and his National Welfare
Rights Organization have heen suecessful in deafting that vegulation,
which to my mind means no mother need ever go to work?

Mr, Vexesran. Mr. Chairman, as yvou pointed out, that regulation
was difted hefore the Seeretary assumed hiz responsibilitiez. But T
think that probably-— -

The Criraryan, About 13 monthz ago now,

Mr. Vexexax. There ix a question that T do not think is veally re-
Jated to a day-carve center.or 1o an institntional-type center, The regn-
lation does =ay in-home eare as well as out-of-home care, There might
be a situation where yvou conld find an overzealous welfare worker
saving that vou must place yonr ehild with a given haby sitter, and 1
think a mother might have a <itnation whieh <he hias come re<ereations
about.

The Crratarax. That iz not what the language says,

Mr. Vexewan, We can elavify that.

The Cramrax. The Tangnage saxs sueh care must be suitable for
the individnal ehild and the parent must he involved and agree to the
type of enre to be provided.

Secretary IFivern Tf the end resalt of that language is fo give a
categorical veto, Mr. Chairman, we are in agreement that it ought to
be changed,and T will be very happy to changeit.

The Cirurvan, T wizh vou wonld ¢hange it without waiting for ns
to do it. We ean change it onrselves, but it =eems to me it is easier for
vou to change a reculation than for us to passan act of Congress,

Mr. Vexeyan, T think that regulation would he superseded hy this
act of Congress,

The Croavpenas, But it ceems to e that vou are not enforeing what
we tricd to do with the work incentive program. We pass this hill and
eall the same program by a ditferent name. we are not in a position to
feel the contidence that we would like to feel that it is going to achieve
the vesult stated for it. But we intended that these people should ga
to work. We did not intend that tHey should have an open-ended
regidation by which they could refuse to go to work. We did not
intend that they pull this sit-down strike and we did not intend that
thev he given £130,000 to show people hiow they eould avoid working.
It is very frustrating for us, working for the same objective that vou
are working for. to cee that the administration is not enforeing it.

We had some Cabinet officers under the prior administration testify
that this thing should be entirely voluntary and no person should be
required to go to work if he did not feel like working and we voted
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them down, We feel we arve frustrated by this regulation. which vou

have inherited. Tt seems to us if you have a program for putting people

to work, you ought to show your good faith by changing some of those
regutations and saying that thov do have to work.

Secretary Fixcir. We will be happy to come back to you tomorrow
when we find out what has happened in implementation of this
regulation.

Senator Iarris. Could we also, M. Chairman, find out if that
really prevented anybody from going to work; aside from the lack of
day earo centers and the fack of jobs and the lack of training programs
whether that regulation really prevented anybody from going to
work? Tt is my undcrstqndmg that far more volunteered to go to
work than there was provision for,anyway.*

Secretary Fincrr. T think that is a correct statement.

Mr. Rosow. That is right, Senator,

Secretary Fixci. T think the latter part of it is correct.

The Cuamryax. If they volunteered to go to work, the question
would be entirely moot. We are talking ahont a situation where peonle
did not want to work. did not go to work. and no effort war made to
get them to work. The regulation said they did not have to.

Senator Anderson?

Senator Axperson. T have no questions.

The Cianaran, Senator Williams?

Senator Wirriass, Tt is just about recess time,

The Craaryran. We will stand in recess until 2:30,

(Whereupon. at 1230 pan., the committee recessed.)

AFTERNOON SFxSION

The Ciatmarax, The hearing will come to order,

Senator Anderson.

Senator Axnerson. Does the tightness of the Federal budget have
amything to do with the actual f(nml\ needs?

Mo Vexeasax, Senator, T think it would be fair to say that we did
have to take into consideration the resources that were available for
this program.

Secretavy Fixerr. The answer to the question is ves.

Senator Axprrsox, < it not trae under the Tederal Government,
that higher amounts are needed for a familv assistance? Do you have
to have some more funds for a family assistance program?

Secvetary IPrxcrn, Beeanse of the uneven eligibility Tevels set by the

varions States, some have set levels higher than what we are advo-
cating here,

Senator A ~nersox. That isall.

The Ciransrax. Senator Talmadgee,

Senator Taaranee. Thank von. Mre, Chairman, Mr., Sceretary, T
think most Members of the (‘nng ress, {his Senator inchuded. want to
do evervthing possible to help peaple that ean't aid themselves. By
that ¥ mean the blind. the aved. the dependent ehildren. the disabled.

At presstime, June 11,1970, the material requested had not heen received from
the Department of Health, Education, and Welfare.
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COMPARISON OF REGISTRATION REQUIREMENT O BILL WITH PROVISIONS
OF TRESENT LAW

What makes vou think this provisions of paying able-hodied people,
requiring them to certify for jobs, will be any more effeetive than
the work incentive program of 1967. which T think even yon will
admit has been a dismal failure.

Secretary Frxeir. T would concede at the ontset it took a long time
to get it cranked up. The SKecretary of Tabor in his recent testimony
has indiented he foels it is coming along better, and that i= a relative
term. We think that ineluding the working poor-—is that what vou arve
raising. Senator Talmadgee?

Senator Tararanar. T am tryving to vof at what makes vou think
that the provicions of this Dill requiring them to register for work
will be more satisfactory than the previous legislation?

Seeretary Fixen, Prolahly Seerotary Shultz will be able to answer
that more effectively than T ean. Bat we have hined an interdepartmen-
tal team working on this problem. and T think that incrensing the
stipend for most of the trainees. permitting payment by the TS,
Fmployment Service directly ta the trainee, increasing the full fund-
ing for child eare. eliminating the diseretionary referral procednres
that existed before—these changes ave prohably the main factors that
neke nsmere optimistie ahont thiv than about the ol WIN prooeam.

Senator Taraanen, A« T read the provisions of this Hillo whieh is
even less mandatory than the provizions of the WIN croeram, all
that i~ recurived is to cortify for wark, or that fhev veoister For ok,
wherens under the vrevions legislation thev would bo veferred for
work.as T road it

Secretary Fixen. Refereal for work wonld follow.

Mr. Vesearax, Senator, the registration reauivenient 1- mel pore
stringent than that in the covent WIN program. Under that pro-
aram the determination as to whether or not a person waould be appro-
priately eorrified for work is mede nsually by zomeone in the Depart-
rent of Sceinl Wellare, Tnder the propezcd program. nnles the
recipient meets certain exemptions, such as ace, disabilitv. or having
a child nnder six, he would he vequired to regi<ter. From that point
one in the Department of Labor, the Employment Service wonld be
responsible for referring the person to a job, if one was available
and he was <killed for it, or to ajob reaining program.

So T think that vou would have a hetter mechanical syvefem of
placing people in work under this program,

PENALTY FOR REPUSING WORIK

Senmior Tararanae, Let's take the penalty provisions now. Let's
take o family of six. » man and his wife and four ebildren. Under
the provicion- of this DT they wonld oot 200005 that corpect ?

Me Ve, Undep the Todie plan it wonld he 21,000 plus 81,200,

Senntor Tararicr. 81000 pluz what ?

M Y nNearan, S2.200 in total,

Senator Tararspes, 82,200 for the family of six?

Mr. Vestray, Yes sir,
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Senator Taratapce. Suppose this particular fellow registered now
and you found a job for him and he didn’t go to work, what would
be the penalty?

Mr. Vexesan, He would lose his $500.

Senator Tanyrance. .And the family?

Mr. Vexeymax. The famity would lose $300.

Senator Taraance. ITe would lose his $300 and the family would
still get $1,9007

Seeretary Fixen. That is correct.

Senator Tarnsaper. So he could go a little casual labor on some-
body's yard from time-to-time and maybe sell a little heroin or do a
littTe hurglary and he would still he in pretty good shape, wouldn't he?

Mr. Vexearax, He would be in about the same shape as under the
present progran,

Senator Taraabce. Don’t vou think we could tighten up those
provisions somewhat ?

I have great sympathy for the people who ean’t help themselves,
but T have no «ympathy at all for an individual who is able bodied
and who wonld mther ive off the taxpayer than be ataxpayer himself,

Secrctary Fixew., 1 think we all agree to that, But then we get
down to the purpose of the program, which is not to support the
ey that doesn’t want to work. In fact. we haven'’t gone so far as to
take care of adult couples without ¢hildren. What we are trying to
do i< to take eare of the children.

The question ix: If a man takes the attitude that he refuses to worlk,
shonld we penalize his ehildren?

FAIEURE OF WORK INCENTIVE PROGRAM

Senator Tararance, T agree that we shouldn't do that. But it seems
to me there ought to be some stronger provision than a repetition of
a provision that was written into the act 3 yvears ago and hax heen
a dizmal failure. as T inderstand it. Only some 79,000 have heen en-
rolled under the program. and the work training program has only
about H3.000 at the present tine: and in the State of New York where
welfarve abu-e las heen so outstanding. it was pracdeally zevo. TTow
many have vou certified in New York/

Seeretary IFixci, 1 think vour peint is well taken. In New York
there was a problem beeause of the digeretionary referral procedure
they had, In California we had o mueh betrer vesult, T think the
overall fignre is close to 130,000, arcording to the last testimony by
Seeretary Schultz.

Nenator Tararapce, This ix a Library of Congress report dated
April 21, There may have been infarmation that was predieted a little
earlier than some vou have.

Why did the program seem to work so mwch better in California
and work so poorly in New York?

Seeretary Ifiven. We had a very early concern {lowing out of the
Watts situation, The business community mobilized itself, and we had
a great deal of business involvement--outreach on the part of the
general community—and that eame together with the WIN program.
These things take a couple of years to bring into real [ruitful
operation,
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Senator Tararapee. The chairman quoted this morning that some
of your regulations which leave the decision, in fact, to the welfare
recipient as to whether he wants to take a job to work or not.

Are you going to change those regulations?

Secretary Fixcrr. We are reviewing them, particularly since the
testimony this morning; yes, sir.

SECRETARIAL DISCRETION ON GROSS INCOME LIMITATION

Senator Tarayrance. Why is it necessary to give the Seeretary such
abeolute discretion as to the level of gross income from business or
farming which will make a family ineligible for benefits?

Seeretary Fixcir. We would like to help the committee in that
aren, because it is a very troublesome one.

We tried with the Ways and Means Committee to find a clear-cut
test. But as you get into the farming situation, and into the business
situation, where a man can write off or spread out his profit of take it
at a certain time there are different problems, We frankly don't yet
have the answers to these problems.

Senator Taratance. Well, as you are aware, under the provisions of
the bill, on page 7. line 7. that authority is vested absolutely in you.

If the Congress passes it in its present form, what limits do vou
intend to set?
 Secretary Frxcir, That is not something that we have yet decided.
Senator. We are going to have to come back to the committee with
another specific recommendation.

Senator Taraapce, That is the reason I am asking you. This dele-
gates to you very broad responsibility, and you are before this com-
mittee now and I want to know how yvou are going to exercize that
responsibility ?

Secretary Fixen, Well, in the farm situation, by and large we
exclude home-grown products. But we will have to come back to the
committee with an answer that I am not preparved to give you right
now.

Senator Tarsance. Tf yon can submit something for the record. T
would appreciate it.

(The  Department  subsequently  supplied  the  following
information:)

Section 14200y, “The Secretary may, in decordance with regulations, pre-
seribe the circumstances under which the gross income from a trade or husiness
(including farming) will be considered sufficiently large to make such family
ineligibte for such benefits."

We propose that the Secretary shall prommlgate amounts of gross income
derived from types of businesses which will give rise to a rebuttable presump-
tion that a family is ineligible for benefits,

The cited section of HR 16311 is permissive, not mandatory. Moreover, in
keeping with the welfare purpose, i.e., need, we o not propose that amounts
be promulgated in a manner that would preclude realistic appraisals of the
pertinent circumstances hefore determining the amonnt of family income. That
is, we believe that ecertain amounts of gross receipts. depending upon the trade
or husiness, ean give rise to a presnmption that a family's income makes them
ineligible, However, the family would be given an opportunity to establish that
notwithstanding the amount of gross receipts, hona fide business expenditures
or other conditions resulted in a true net income in an amount permitting eligi-
bility for benefits., For example, extraordinary expenses incurred by a livestock
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farmer becanse of drought, flooding or excessive winters; by a retail tradesman
because of robbery, fire, etc.

Based upon statistics published by the Internal Revenue Service, Statistics
of Income, 1966, Business Income Tar Returns, we have computed the percent-
age of net profit to gross receipts for some eategories within three major busi-
ness types. The percentages were computed excluding depreciation as a business
expense.

. Pereent
Business type (see attachment) : profitt
Agriculture 23

Services o _____. - 20
Retail trade
! Excluding depreciation.

Baxed upen these percentages. the gross receipts necessary for an income of
$3020, the cut-oft point for a family of four, are:

Agricultare e e 8§17, 000
Nervices ... - 13,515
Retail trade L. e e e a6, 000

Obviously, from these statistics, use of one amount for all businesses would
be meaningless to some and would not serve even as an adequate investigative
point. However, in view of the wealth of statistical information available,
reitlistic amounts pertaining to various business types can be arrived at along
with reasonable and realistie guldelines relating to the presumptions. The
amounits of gross income giving rise to presumed ineligibility would vary accord-
ing not ouly to busitess type but alxo on a sliding =cale to family size.

ATTACIIMENT

Tnelnded in “Agriculture’ are: Livestock farms: field crop farms: fruit, tree
unt and vezetabile farms: Others, not itemized, bat exeluding forestry and
tisheries.

Included in “Nervices” are:

Personal services (laundry, cleaning, beauty and barber shops, shoe repair
shops, ete.).

Business services (Services to dwellings and other buildings, other services).

Attomobile and other repair services,

Bowling alleys, billiard and pool parlors.

Included in “Retail trade” are: Food stores: service stations; fuel and ice
dealers: nows and cigar stores: retail trade not otherwise classified.

IMPACT OF ILLEGUEINACY AND FAMILY CREAKUP ON WELPARE

Senator Tararancr, Your cost e<tinnte a=~nmex that the number of
of tamilies receiving welfare will decline after the program is enacted.
What as<umptions do vou mnke about the impact of illegitimacy and
Tamily breakup on the munber of fumilie receiving welfare !

Seeretary Finenn Towill ask Mr. Patricelli to answer that beeause
he has worked out the data on that question.

Mr. Parpicennn The estimates with regard to where the AFDC
program is going now, and also with regard to what the Federal
paynents would be under t1 30-pereent matehing for the State
supplemental benefits nnder the family assistanee plan, were based on
the same projections of the rize in the AFDC-type easeload, and those
projections were based upon experience over the last 3 years, projected
forward to continue the same rate of increase in the caseload that we
hava seen,

That means that we are assuming that illegitimacy or desertion
or other eanses that affect the rise in the caxeload, and have affected
it for the last 3 yvears, would continue at roughly the same rate.
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Senator Taratapce. Are you assuming this is going to prevent the
dissolution of the family beeause we will be giving them these incen-
tives which you recommend ?

Mr., Vexeaman. It will lessen the incentive for family breakup.

Senator Taryance. That has not been the situation in New York
State and they do pay compensation to unemployed fathers, as I
understand it,

Mr. VexnemaN. New York this year, in one period, saw a leveling
off of its caseload for the first time. I don’t have the statistics hefore
me.

Senator Tararaper. T have the statisties here in the Secretary's
testimony this morning. Out of a caseload per thousand poo:. persons
in New York State, 200.7 of them are on welfare despite the fact that
they do not require an unemployed father to abandon his family for
welfare benefits, 1 think the incentive to maintain the family together
is probably greatly exaggerated and I think you are going to be greatly
surprised at your cost estimates,

Mr, Vexeaax, As Mre, Patricelli said. the assumption that this
projection was based on was that the growth in the caseload would
contimie at the rate that it has shown in the past 3 years.

We are also assuming, on the cost side, that the trend toward grant
inereases that has been established by the States would also increase.

Senator Tararanee, Well, that ean’t be correet because in your own
charts which von submitted on the number of families receiving pay-
ments in 1972 to 1976, vou have got it going down from 3,700,000 fam-
ilies in 1972 to 2,700,000 in 1976, That i your own data.

On page 19 of the material rvelated to IT.R, 16311, prepared by the
stafl of the Committee on Finance-——

Mr, Parricrrnin That is not our data. That was data presented,
apparently. to the committee staff by the Urban Institute. And
appavently =onte of our analysts have reason to question the acenracy
of the data.

Mr. Vexearan. T think, Senator, that our figures appear on page 53
of the report of the Wayx and Means Committee, which may have
been available.

Senator Tararanae. T hope vour figures ave a lot more acenrate than
the ones that the Department submitted to us on medieare, and T
certainlv doubt that they are any more aceurate,

Mre. Vixearan, May we remind vou that that bill was passed prior
to this administration.

Senator Tararanae. Tam well-aware of that faet, but historieally.,
the Department of Tealth. Tdueation. and Welfare has =ubmitted
proposals to this Committee from time to time and their estimates
have been roughly half what the eost has turned out to be, and some-
times even less than that,

Mr. Vexearan, Those figures T refer toare eost ficures,

Do we have the easeload fiocures?

Seeretary Fixern, We will have to submit those separately.®

COST ESTIMATES RELATED TO 10468

Senator Tararaper, T noticed in vonr testimony yvou kept referring
to the cost hasiz of the program in 1968, Without beine a bit facetious,

* At prosstime, June 11, 1970, the material requested had not heen received from
the Department of Health, Education, and Welfare,



this program won't be in eflect in 1968. It doesn’t go into effect, as you
know, until next year.

1 have grave doubts about your cost analyses based on that particu-
lar year.

Seeretary Fixcir. That is why we went back to the drawing board,
moving as fast as we can. We are trying now, no the basis particularly
of the increase in levels of unemployment, to bring those figures into
realignment. With the information that the chairman has asked for
fromn the States, and other information we are getting now, I think
we will be able to give you later figures.

ADDITION OF 14 MILLION PERSONS TO WELFARD ROLLS

Senator Tararapce, We have approximately 10 million people on
the welfave rolls at the present time; is that correct

Secretary I'incH. Yes.

Senator Taraanee. And tlie program that you are recommending
will add an additional 14 million, which will make it comething on the
order of 2+ to 25 million people out of 200 million who will he on
welfure, or about 1215 percent.

Secretary Frver, Including the adult categories,

Senatar Taatancr, Hlow do you expeet to work the incentive fea-
tures to remove people from the rolls, if ever

Secretary Finen. Ididn't get the last part of that.

Senator Tararance. How do you expect these work incentive fea-
tures of your proposal will remove people from the welfave volls, if
ever?

Secretary Fixcn, We don’t, Obviously, in the eatecories. in the ease
of the voungsters, vou arve not removing them from the rolls, T think
our target population is 315 million adults whe are reachable in terms

of getting jobs and working themselves ofl of the rolls,

REGINTRATION REQUIREMENT OF BILEL COMPARED WETH PROVISIONS OF°
PRESENT LAW

Senator Taryranae, Well, there is one thing T mentioned briefly a
while ago. Throughout your statement vou continually refer to the
work requirements in the hill. Isn't it true that the only eligibility
requirement is a registration statement, as T read the hill on page 17,
line 217

Mr. Parricenrt, It is vequired, as a precoundition to receilving any
benefit that yvou not have refused a job or training opportunity,
Senator,

The work registration requirement is <omething new, and we think.
it stiffens considerably the committee’s etfort in 1967 to write n similar
work requirement.

Senator Taraaner. Tt seems to me to be even les< stringent than
the requirement of 1967, 1 T read it. So what makes you think it is
coing to work any hetter?

I am aware of the fact that there was not much cooperation in try-
ing to enforee the provisions of 1967, In the first place, tha welfare
workers ave reluctant to certify themy and the Department oi T.abor
evidently didn't want to train them. They made grants to teach them.
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rather than to train them. What makes you think it would be better in
the future than it has been in the past?

My, Parricenet. You will find, on page 35 «{ the bill, a requirement
that the Secretary of Labor assure the provision of manpower serv-
ices, training, and employment programs for persons registered.

Wae think this is very flat and peremptory and we have coupled with
that kind of language, which ({id not exist in 1967, a mechanism to
muake sure that there will not be the kind of diseretionary authority
that can be abused by State welfare departments. We have automatic
registration to get the people into the Labor Department system, with
very narrowly defined categories of exemption.

Senator Tararapce. If the sole penalty is only $300 loss for an en-
tire year, I don’t think that is much incentive.

Mr, Parrrcennt. There are other penalties.

Senator Taraanar, As T read this bill, section 431(a) :

The Secretary ot Labor shall, for each person registered, pursuant to Part D,
in aceordance with priorities preseribed by him.

Now, in some States as T understand it, a man is nnemployed if he
is working 33 hours a week at the present time

Myr. Vexeyax. Insome States, 30 hours,

Secretary Fixcin Thirty inmost States: 35 insome.

Serotor Tararance. If a man works 30 hours a week he is unem-
ploved and could draw these henefits?

Secretary Fixeit, That would be true ina few States,

Mr. Parricerir. Those persons would be rvegistered. There is no
getting oud of the registration requirement.

The section that T was reading from. which is the one right after
the one vou were looking at (which relates to the actual provision of
the jobs and training opportunities) is mandatory—at least that was
our intent.

TAILURLE OF WORK INCENTIVE PROGRAM

Senator Tararaner, Now, the existing law that we all admit has
failed =0 badly, and I quote section 432{a) :

Thee Reeretary of Labor shall, in accordanes with the provisions of this part,
extablixh work incentive programs,

Yot 3 vears Iater that has heen n diznal failnre,

Re retary Fixem Under that program the Sceretary of Tabor
again had to work with the State agencies, Tle had disevetionary and
variable referral procedure. We think that where you can permit
direct pavinent by the U.S, mplovment Serviee, where you ran pro-
vide these other incontives and stipends for the trainees. these things
will hielp tighten up the program. We have learned these things from
mistakes that were made in the earlier program.

RUFERRAL G WELTPARE RECIPIENTS FOR WORK AND TRAINING

Senator Tararancr, Exactly what procedures and methods of verifi-
cation have you used to assure that all welfare recipients who are
appropriate for referral under the present WIN Program are, in fact,
being referrved?



Mr. Vexemax. Most of that prograin, Senator, is administered
through the States. The basie eriteria were established in the statute. I
think \r. Hawkins might respond as to whether ot not there are any
minimum standards established, It is primarily a State-administered
program,

Mr. ITawkixs. The regulations on this subject, Senator Talmadge,
provide that the unomplm ed father should be referred promptly. Any
18- to 17-yvear-old (ln]dwn, any other adults, any volunteers, it is left
to the discretion of the State as to what mothers, school-age children,
and preschool children they found appropriate.

There have been some 925000 referrals made by the States, This

varvies widely with the various individual States, through 1'\\;_riunul
offices in trying to huild up =ituations like the New York one to which
you referred awhile ago. Certainly it has not been as substantial as we
would Lope for a few years ago.

Senator Tararaver. Please furnish for the record at this point a
table, Mr. Seeretary, showing on a national and on a State-by-State
basis, the reasons individuak were found inappropriate for veferrual ro
the WIN manpower agency.*

Mr. Vexenax. I would like to point out one other problem we did
run into, Onee again, as we dizeussed this morning with regard to day
care, this ix a matehing program, Twenty ]mu‘ont of the fund~ are
State funds. And we did run into some diffienlties with come States
implementing this program, and this is why you will find -ome
variaiion.

In ~ome areas- in fact, you mentioned California as having a rela-
tively effective WIN plo«rrun——.lttitutlv has an awful lTot to do with
the success of such a program. Fven in a State like California. where
you have county administration of welfare, you wonld find variations
between towns, depending upon the re Atmmlnp between the county
welfare department and the employment oflice in a partieular arvea,

MYSTIC MAZE OF GOVERNMENT TEAINENG PROGRAMS

Senator Taryapce. One further thing: My stail and T have heen
working trying to perfeet a itl, T think the only poverty killer in the
u)untry in the final analysis s traming, retraining, and edueation to
make people produetive citizens. We have done some stadics on the
present fraining programs. As hest we can ascertain, we have 19 dif-
ferent Iederal agencies 11nmm<r 39 training programs, It ix mvstic
maze and xo confusing, I don’t “think even the Cos ptretier Goederal
can find out what is going on.

Some of them luve rendered fast service: some of chem have bheen
dismal. Whatever happened to President Nixons eampaign pledwe 2
vears ago to set up a tax incentive program for training ? I think il we
abolish all present training programs and made a combination of
private industry and Gov eviment. where the private industey could go
out and get these people and train them, and they could train them for
a job in hem , they would have a job when thm ot through, instead
of walking the street again after they got t]nou;:]l with the training

* AL presstime, June T 14670, the material requested had not been received from
the Department of Health, Eduention, and Welfare,



program and nothing productive, and nothing accomplished except
billions of dollars wasted.

Have you looked into the aspect of it ?

Secretary Fincir. Yes, sir, Much of what you suggest we hope is
incorporated in Secretary Schultz’s Manpower Training Act, which
does consolidate these programs. We tried in California, when T was
Lieutenant Governor there, to provide those kinds of incentives. We
have had that legislation on the books in California and we think it is
going to produce some good results.

Senator Tararaner. Shouldn’t that properly be considered with this
particular bill? Don’t you think it would be wise to abolish all of this
mystic maze of training nrograms and start over with one that would
vork?

Zeeretary Fixcu. T don't think rhat this nartienlar viece of legisia-
tion, Senator, should deal with the proniem you are concerned about.
We have problems with respect to the jurisdictions of committees.
There is only so much we can do in one piece of legislation. While T
conenr with what vou are saving, T don't know that we could cure all
of the ills in this one bill.

Senator Tararancr. That is the thrust of this entire act, to try to
make productive citizens ont of nonproductive citizens. as T under-
stand it: is it not?

Secretary Fincm. Well, ves; that coupled with other social eonse-
quences that we have tried to point out, and which have been chal-
lenged by some members of the committee. Keep the family together,
protect the children, and reduce poverty.

LOSR OF WELFARE FOLLOWING REFUSAL OF WORK OR TRAINING

Senator Tatarance. Do vou know how many people have lost their
welfare benefits for failure to take training or jobs under the present
law?

Seeretary Fixerr, The Tabor Department will have those figures
and we will get them.

Scnator Taratwnce, Tf vou will, submit them for the record.

Secretary Fixerr. We will submit them for the record.”®

FARNED-INCOME DISREGARD UNDER PRESENT LAW

Senator Tararspae. How many people on aid for dependent ehil
dren have henefited from the earned-income disregard nrovizions and
to what extent have carnings increased as a result of this provi<ion?

My, TTawicrns, The number is quite sub=tantial, May we =ubmi
actual fiemres on it for the record?

The proportion of women with some enrnings within that program
i< relatively high: maybe the magnitude of a third or something, and
T think wa can

Senntor Tatarance. Will you submit the full details for the record,
please?

Mr. TTawrins, Yes, sir*

DEFINTTION OF UNEMPLOYMENT UNDER HEW REGULATIONS

Senator Tarataner. We diseussed this hriefly a moment ago. Mr.
Seeretary. Do vou feel that a man working regularly 31 honrs a week
is unemployed?

* At presstime, June 11, 1970, the material requested had not been received from
the Department of Health, Education, and Welfare,
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Secretary Ifrxeir, I have trouble with that, Senator, Under the
regulations promulgated by the Department, the State conld opt to use
35 hours, and many of them have,

Senator Tararance. It is my nunderstanding your present regulations
permit States to consider a man unemployed if he works less than
35 hours a week, and that the States of California, Illinois, Massa-
chusetts, New York, Ohio, Pennsylvania, all use the 35-hours-a-week
test.

So, it is no wonder that welfare benefits are running wild in those
particnlar States, .\ man ean work seven-eighths of the normal weekly
period and still draw welfare benefits, so why does he want to work
5 more howrs and lose them?

Seeretary IY1xcen. This is another reason why we think we need uni-
form standards, =0 we can get away from some of the disparities among
the States.

Mr. Parricerin Could 1 point out the historical sequence that led
to this 30- and 35-hour definition? We don’t necessarily agree v 'th it,
of course, But what happened was that in 1962, when the unemployved
parent program was passed, the law left to the Department, and the
Departnent at that time left to the States, the definition of “unem-
ployed.” .\ great many States went ax high as 39.99 hours a weelk as :
definition of unemployed for the purposes of their own programs, It
wisn't until these regulations were put out that we had any Federal
limitation at all, In some States it was a cutback from virtually 40
hoursto 35,

That is not to say that a further eutback isn't in order, but I under-
stand requentially we really started at -10.

Senator Tatsance. 1 haven't been keeping time: T don't know
whether T have exhausted my time or not. I certainly don’t want to
deny other members of the committee the privileges of interrogating
the Seevetary, but T do have three or fowr questions T would like to ask.

The Crianrarax, Youmay ask a couple more,

My, Vesesax, In ovder to put the caseload in perspective, ont of
1823000 families on AFDC, 61,000 invelved recipients with AFDC
unemployed pavents, So, it is a relatively small number of the total
AFDC easelondd, even at the present time, that involves the unemployed
parent,

FAMILY PLANNING

Senator ‘Taratanae, Mr. Seeretary, do vou intend to intensify family
planning activities in conjunetion with this hill?

Seeretary IiNen. Yes: collaterally, in connection with the adminis-
tration’s commitment to family planning,

Senator Tarataven, How do youintend to intensify it ?

Seeretary IFixem. Are you asking for a rvecital of other legislative
programscapart from what we ave doing herve?

Senator Tararanck. Yes: in connection with this entire bill, You
have been doing something on a very limited hasis, but T don’t think
it has been very extensive,

Secretary Fiven, We will be submitting as quickly as we ean, under
the services amendments, proposals for some very specific programs
that will he ained at the 6 to ¥ million women whe do not now get any
information in this area,

Senator Taraabsk. Do you intend to make that available for the
working poor also?
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Secretary FixcH. Yes, sir,

Senate ‘I'atarange, To what extent have the existing family plan-
ning programs been effective in curbing illegitimacy ¢

Secretary Fixcir. Not very effective. That is why we have tried to
make a major thrust in this program last year, and have almost trebled
the amonnt, in our hudget to try to reach the target group.

Senator ‘Tarayrance. Thank you, Mr. Chatrman, and thank you, M.
Secretary.

The Cuannrax. Senator Williams.

COST ESTIMATES BASED ON 3.5 PERCENT UNEMPLOYMENT RATE

Senator Wirnniays., Mr. Seeretavy, the estimate that vou referred
to in the carlier answer to the earhier question, the total cost of this
bill, as I understand it, is $+.4 billion more than being spent under
the existing program?

Secretary Ifixci That is correet.

Senator WirnraMs. Now, that is bazed on a level of 315 percent
unemplovment, as I nnderstand it 7

Secretary Iixcrr. In 1965, the latest time, at that point, at which
we could get figures.

Senator Wierniays. How mueh added cost would be the result of
cach inciease of 1 percent in the unemployment rate?

Mr. Parncernt. We did smne back-of-the-enevelope calenlations
over the luncheons recess to try and give you a b:\l]p:u'}\' estimate as to
what the cost inerease wonld be on the basis of the present unemploy-
ment. rate of +.5 percent. The estimates varied between ourselves and
the Labor Department, but in no ease are they over 400 million,

Senator Wirrsys, Qur committee and the taxpavers have been
burned with this ballpark operation and 1 want to express my concern
that you are here with a hill of this magnitude with a cost estimate
projected on tlhe base of 3.5-percent unemployment and that the ad-
ministration and you gentlemen did not take into consideration what
the cost would be if the wnemployment inereased each percentage
point.

It is my understanding that the cost would he §1 billion and a quar-
ter for each 1 percent. That was not srecessarily a ballpark operation.
but it was a little more than the back-of-an-envelope computation.
I am going to ask you to present to this eommitice officially, a veport,
a projected cost estimate, on what the cost of this bill as it passed the
House would be for each I-percent increase in the unemployment rate
up to 10 pereent, and give the various figures. And T want it in the
record because we have been burned too many times, as has been
pointed out, with this medicaid cost,

1 want to say it again: T am =urprised; I just don’t understand this
operation. With all of the computers, all of the economists and the
accountants that yvou have down there, why is it that no one ever
dreamed what would happen if you had an unemployment figure
higher than 3.5 percent.

Necretary IFixcir. It is not easy to pull that figure out.

Senator Winerays., But you can pull it ont?

Secretary Fixerr. T am not sure we ean. You have to take into con-
stderation, first, that a great many of the people that become un-
employed are covered by unemployment benelits. Second, you have to
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take into account, in the particular labor market. the group of peaple
that =suddenly beeame unemployed and what their resources ave—
whether or not they meet the eligibility test. T am not sure you can
take the labor force of America right now and put it into a computer
and say we can do a resource test on them—how nmueh money they
have in the bank at the time; how muech nnemployvinent insuranee
benelits they are entiled to: how long they are going to stay unem-
ploved: and at what point do they leave the unemployment insurance
program and become eligible for welfarve. Tt is a dificult figure 1o
develop.

Senator Wirniass, T recognize that, hut we have had in this eountry
unemployment rates that ran 5, 514, 6, and 7 pereent in recent years,
£0 you ean, just as you computed it on the basis of 315, take some of
those factors into account. T will suggest this: if yvou can’t, I think
maybe the committee can, and I am sure if you can’t do it you will he
willing to accept our projections?

Secretary Fincr, We will try to have the information you ask for.*

Senator WinLraaes, We want them aceurate: we don'’t want the ball-
park figures. That is the point. And we don’t want it like estimates on
programs presented here before, where the idea was to gt comething
through the Congress and worry about costs later.

I owant the kind of Ggures that you woudn’t object at all if some-
boddy got the idea to inelude n the bill a ceiling that if and when it
went over these projected costs the law would hecome null and void
and have to become reenacted. I want the kind of figures you are
witling to aceept.

PAILURE TO PROVIDE INFORMATION ON NEW JEESEY PILOT PROJECT

Now, there has been suggested that perhaps we could get a better
estimate as to what thiz program would do if we had a pilot project
running. There was a pilot projeet conducted in the last 2 to 3 years
m Newark, N.I, as T understand it, inder the Oflice of Eeonomie
Opportunity.

Secretary Fixcir, That is correct.

Senator Winniaots, I have requested in the past weeks an opportu-
nity to review the raw files and the raw statistios of that project. and |
think they <hould be made available to our committee,

Now, will yonu muake available to our committee the reports as re-
quested in the letter that T directed to you carlier, with all of the de-
tails, =0 we can examine for ourselves to see just how suecessful this
pilot project was?

Would yvou furnish that to our committee with the munes and all?
We are not talking about making them publie. We are not interested
in that, but T do want to follow through the particular project. And
what T want to determine—what T think our committee would want
to determine—is to what extent was his program succes<ful in work-
ing the people who went into the program oftf the relief rolls and
work themout into private employment /

Mr. Parmicrnrr. We are pursuing your earlier request to the Office
of Feonomic Opportunity and we would like very much to have that
information provided. We understand that the request was not to
provide the names, but to provide particular case files.

*At presstime, June 11, 1970, the material requested had not been received
from the Department of Health, Education, and Welfare,
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Senator Winrnos, T see no reason to not have the names because
the Ofice of Eeonomie Opportunity in an etfort te glorify the great
~teeess of this had it on television with some of the participants, and
they had a nice show. They did not only discloze the names-—and 1
hope we can get it. If not. the first time we are in executive session
I amm going to move that the Office of Eeconomic Opportunity be in-
structed to brmo' them down.

After all, we pfml for its as taxpayers, and I see no reason why we

can't see the raw files on it. and I would he willing to accept them
on the basis that we keep the namex confidential. We “should be able to
~ce them, and surely you must have seen them. Somebody must have
~een them.

Secretary Fixci. We asked for the information. Tt was refused
for reasons that have already been indicated--confidentiality. T un-
derstand they were willing to give you partial figures: that is move
than we got.

Senator Wirrrays. T wonld suggest, My, Chairman, and T am
groing to request that we have the Oftice of Feonomie ()ppmtumt\
manager here before the commiittee to tell s why we can’t see those
files. And T will say this: he may not get his money to continue such
an experimental project if he doesn’t doit. Tam going to request that
he he br onght down. T think it isutterly ridiculons,

I know that they farmed out a « ‘ontract to two or three college pro-
fes<ors to write a paper as to how nice, what a great success it was,
and they saw it in order to write the paper, and collected u pav-
ment for writine it. They saw these files and certainly we can see
them as committee members, And if they wrote the paper without
<ecine the files. I am intevested in that, T am amazed that you haven't
had them vourself.

Secvetary Fixemn We just haven't,

Senator Winnnams, T understand that the Washington Post re-
porter= have them. Perhaps we can get them that way.

Secvetary Frixcm. That scems fo be characteristic of onr Depart-
ment, Senator.

Nenator Wirrtays, This is no effort to delay this bill, but T say. as
one member of the committee. I intend to sxee them before T vote on any
type of bill out of this committee as far as vour Department is
concerned,

COST OF OTIHER WELFARE PROPOSALS

The suggestions that Nenator Ribicoff this morning raised were
very interesting points, You are familiar with the sevies of amend-
ments that he has offered in conneetion with this bill, are vou not?
Have you compiled an estimate of the cost, of the extra cost if we
just. assume for the moment that the conmittee adopted those 12 or
15 amendments asthey were presented by Senator Ribicofl ?

Mr. Vexeaax. Our staff is working on costing out Senator Ribi-
coft's bill and also Senator Harris’ bill. It was a matter of priority.
We felt that we should try to update the 1968 figures to 1971 for our
own bill, and we hope to have those proh\b]\' ate next week. Perhaps
shortly thereafter we will have some fairly firm figures on the other
two proposals.

Senator Wirnras., That is all right. I think we would like to have
them. I would also like to have the cost estimate, if you don’t have
it now, on McGovern’s bill about the food stamp plan, because after
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all, as we start to consider these propo=als I think that they, too, would
want the cost figures so we could take that into consideration,

Secretary Ifixcir. Senator Williams, this is a rough figure, but. as
nearly as we can tell, Senator Ribicofl’s hill would cost approximately
87 billion.

Senator Wintiays, $7 billion? Is that over and beyond this bill?

Secretary IF'ixcir. No: that is over the present program.

Senator Wirrtays. That would be 5 hillion above the cost of this
Lill ¢

Secretary Fixci. Yes, sir. And then, as 1 understand it, Senator
MeGovern hes made a proposal—1 am not suve it has been introduced
in Jegislative form.

Senator Winnrams, Yes; it has,

Seeretary Fixcu, T think the food stamp portion has been.

Senator WirLrass. That is what Tam speakingof.

Senator Tarataver. The Senate has already passed the food stamp
portion.

Secretary Fixcir. There is a children’s allowance, I think, that is
involved as well, but I don’t think that has been formalized in legis-
lative form.

Senator WirLrams. You will be able to give us the estimate on these
hills?

Neeretary Fixven. Yes,

Senator WirLiays., There is an amendment, No, (82, introduced
by Senator MceGovern and some cosponsors to this bill. If you will
examine thar wnd Denkhe for the record an estimate of the cost of
that*

T will ask just a couple more questions. T will accept as a com-
pliment that we in the minority get 10 minutes to develop ax mueh
intelligence out of this hitl as can he done in 45 minutes on the other
side. T hope the rales will be equally enforced across the board so
when we come baek, because T accept it as a compliment the fact
that we can.

Secretary Fixcir. That is comparable to the noteh problem we have
with this bill, Senator.

WORK DIRINCENTIVES UNDER THE BILL

Senator Wirrrays. Well, vou can solve the notch problems as easy
as we have solved this one.

The suggestion has been made, and T won’t get time to get into this
too far here now---this notch prohlem is what is bothering me and
tias work incentive program. I am veferring to =ome fignres and tables
that vowall furnizhed for me in the last couple of days.

By the way, T am wondering if, for tomorrow’s session we could
have these blown up on charts so we could discuss them. Could that. be
done?

Secretary Tincr We can get them in the form of a handout for
each Senator.

Senator Wirriays. I ean fix that easy enough in a handout, but T
thought they were equally as interesting as some of the charts we saw
this morning. Ilere’s one you gave me illustrating New York’s
program.

*At presstime, June 11, 1970, the material requested had not been received
from the Department of Health, Education, and Welfare,



TABLE 4.—COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN NEW YORK CITY!

Average
bornoL?sd osfiﬁ\ﬁ vg::i lfa%?r’u Public hous- To!:]]oi::yo r::d n?ﬂu{r;t;laalti’v:
State  Total money Federal State income Social plus com- per AFDO ing in-kind trom duction rate
Earnings FAP benefit  supplement? income  income tax? tax4  securty tax$ modily vaiue? Tamily 7 bonus & all sources (percent)
o $1,600 $2, 288 $3,888 i $3n2 $1,153 $2,052 $7,405 ... ...
$720.. 1,600 2,288 4608 ... . ... $37 288 1,183 2,052 8,064 8
$1,000. ..ol 1,460 2,240 4,700 _..... e - 52 288 1,153 2,052 8, 141 n
$2,000 ... . . ......_..... 960 2,070 5,030 ... ... - R 104 288 1,153 2,052 8,419 72
$30000. ... ... .. 460 1,900 5,360 ... . 56 156 288 1,193 2,052 8,691 73
$3,920 (FAP breakeven) ... . ... ... 1,754 5,674 $17 21 204 288 1,153 2,052 3,925 75
$4,000. . .o e e 1,700 5,700 28 26 208 288 1,183 2,052 8.931 92
$5,000. . .. 1,033 6,033 172 53 260 288 1,153 2,052 9, 041 &9
$6,000....... 80 312 288 1,153 2.052 9,131 9l
$6,550 (State breakeven). 100 342 il 2,052 7,743 352
$9,599. .. - 7,927 34

1 A woman with 3 minor children where State pays §$3,888 to 2 family with no other income The
standard in New York State was adjusted to include the rent as paid to 2 public housing authority
(3101 a month) for a typical unit. Does not reflect increased standards as of May 1, 1970.

: Same as table 1, footnote 2.

3Same as table 1, footnote 3.

1 Same as table 1, footnote 4.

4 Same as tadle 1, footnote 5

* food-stamp bonus is the difference belween the value of the coupen allotment and the purchase
price of the coupons. Based on current food-stamp schedules, with mandatory payroll deductions
subtracted from gross income in determining p price and y. Income eligibility hmst
AFDC breakeven for AFDC recipients or $4,200 net income for nanrecipients Not all eligible families
pa{;ht{pate |1n the food-stamp program. These families would have lower benefits and cumulative
seduction rates,

* Based on estimates of medical vendor payments, May 1959. Income eligibility ceiling is AFDC
breakeven for AFDC recipieats or $5,300 for medically indigent nonrecipient family of 4.

* Public housing bonus is the pub’'c housing agency estimate of comparable privata market rental
(3,264 yearly 1n city-aided apatfm-nts) minus amount of public housing rent paid. Calcelated for
3-bedroom umt from data supplied by local housing authotity, including any allowable deductions
tor employment costs and payroll deductions, but not including deductions for day-care costs, health-
relsle | expenses, earnings or minors, or any other deduclons allowed. Maxsmum admissio. Tt
is $6,900 of countable income; for continued occupancy $8,800. These figires should be usea with
cavitian since the great share of AFDC recipients do not live in pubdlic housing, and hence would neither
receive subsidized housing or face the high cumulative reduction rate. Approximately 8 percent of
all AFDC recipients in New York City live in pubhc housing.

966
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WORK DIiSINCENTIVES UNDER THE BILL IN NEW YORK CITY

Senator WirLiams, For example: in New York City, take a family of
four, we hear much about this bill providing 51,600 for a family of
four. Taking ju=t New York City for example, a family of four that
i< doing no work at all with no income draws $7,405 in eash and
expendable inconie through food stamps and various other relief pro-
gruns: is that correet £

Seeretary [fincin That is my understanding, if you were to take
public housing, food stamps=, medical care,

Mr. Vexedax. Inorder to put that in perspective, we would have
to recognize alzo that 92 percent of AFDC recipients in New York do
not live in publie howsing.

Seeretary IFixernn, What we are talking about is a very small per-
centage would be eligible for the programs, although some would be.

Senator Wirriams, That may he true and not all of the people
who are entitled to welfare conld, but let’s not strike these charts down
hecauze your Department furnished them. I think they did an excel-
lent job and I want to compliment you on these. These are your
charts?

Mr. Vexeyman. Yes: we want to make sure all of the ingredients
are 1in,

=enator Wirriams, That is the reason I want them blown up.

What disturbs me about that is that a person making no income
at all, this family of four in New York City, for example, with no
ineorne at all, has expendable income that is 23,888 in eash and then
other food stainp<, medical and public housing and =0 forth thuat
brine<it up to the equivalent of 87405,

Now, if that =ane person is working and makes £9,509 in earned
income, he would have an expendable income of 37927, or 300 more
than they would if they didn’t work, And if they work and make
8720 in New York they have £3,0G1 expendable income for a family
of fouror more money than they would if they worked hard enough
to wet =600 job,

Now, = that an incentive to work /

Secretary Fixern We are faced with the same problem wnder exist-
e feoislation,

~enator Winenoas, We ave teving to correct existing legislation,
and I recognize that, hut 1 am speaking of thix hill which 1= called
an incentive to work.

[ appreciate vour cooperation in furni<hing the<e charts, but T am
disturbed, becanse if thix same party hiolds her income down to 86,000
they have =0.131 expendable income ineluding what they pick up in
velfure and other benefits, Tt they inercased their earning capacity
from 86,000 to 20.599 their income drop= back to $7.927,

Wihiat distwrbs= e s that a postal worker, for example. and we have
had trounble with complaints from the postal workers, but a postal
worker in New York City with two children has less income if he is
delivering the mail and working than he does if he goes on relief
in this bill.

I= that not correct ?

Secretary IiNcin No,



238

My, Vexeyax, No: I don't think it is totally correct. The postal
worker with swo children would constitute an intact family, and the
family wonld not qualify for supplementary payments. He would be
cligible only for the 1,600 minimum.

Senator WiLLIAMS, Ile wouldn't he e HJigible for any of it ?

Mr, Vexeanax, Take @ wonrur with three children and these figenres
will apply. These figures supply under the existing program, but not
to the intact. family.

Senator Winniams, I don't want to pursne thi<: T will try to abide
by the rules, This fomal(, headed family, the same set of formulas
would be equally applicable to a family Treaded by 2 male as well as a
female?

Seeretary Frxer, That is not correct. We don't require State
participation

Senator Wirriams, That isn’t my question. If there is « father nn-
employed with three children in the honse, under this bhill?

Mr, Vixesan, e wonld be eligible under the existing program,

Senator Winnraas, And wonld not he eligible under this bill?

Mre, Vesestan, Te wonld he eligible under either prograny,

Senator Winrianms, In this bill he is eligible?

Mreo Venearax, I i isoa father taking earve of three children, he
wontld be eligible under the present AIPDC program or under the new
proposal.

Senator Winniaars, But, let™ keep it to thi< bill. What T am trying
to establish is that these charts, then, mention a female-headed family.,
I~ it not necessarily a femnle-headed family : it can he nonale- headal
family 2 The same benelits under the same set of circumstances?

Mr, Vixearan, Ot of the 1.8 million people that T mentioned on
AIDC, 61,000 of tho-e were unemploved parents, T don’t know how
the remainder breaks down as to male and female, !mt the predomi-
nant hatanee wonld he ferale-headed families,

Senator Wi \.\Is. He 1= covered under exactly the snme rmles amld
the =ame benelit=?

Secretary Finerr. T think apparently there ix some misunder-
~tanding with regard to how the State ‘-nm»h-nmmf wanld operate as
hetween the male- and fomale-headed family,

Senator Winniaars, As far as the Federal part of the hill it wonld
be the snme?

Secvretary Fixen. Yes: as far o< the Tederal part i< coneerned,

Mre, Purererien Just to he nerfectly neeurate, this table in the State
supnplemient o colmm, vefer- onlyv to the fomale headed family, Tf it
were to re‘er fo the male-headed fam iy where the fother v an the
TF program. vou would have a big notch as goon as he gof work
amounting to over 30 or 35 hones aoweek, We wonld love to make ns-
sumptions and reda the table.

Senator Wrirrraws, T orealize that and overnight T acsiime vou will
enfox vourselves: vou ean make all of {he Mh]os\ou wish. and T would
like vonr to eome lmr-l\ tomorrow and T will pursue them further. Be-
conse T mentioned in this sries of fables whie h were presenfed here:
which. to me daes not bear the point that this is in a work incentive
proceanm- T am jnust a Jittle hit disturhed at some of the implications.

For example, lf it ixa farmily that has seven in the family-—and that
has heen heard of in New York City- -and ths man is making £0.916
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salary, after his tax he has $8,658 expendable income left, but if he
sits down and does nothing and earns nothing, he has $94961. Ie has
about $1,300 more for doing nothing than he does making $9,900. And
those are the points that when I get beyond the 10-minute rule. you
and T want to discuss.

Secretary Fixcir. Is it acceptable to the chairman and committee if
we can put the requested tables on slides?

Senator WirrLiays. Yes; you fix them any way vou wish. Put them
on slides and fix them, becouse I think I would like to see them and I
would hope the other members of the commitee would like to see them.
You put them on slides or put them up any way that you wish so we
can have them before the committee. I would like to see them tomor-
row.

The Cnamyax. Senator Harris,

JOBS FOR WELFARE RECIDPIENTS

Senator Harris. I thank you very much, Mr. Chairman.

Mr. Seeretarv. T have a lot of questions, as you might imagine,
but initially T will just sart out with some having to do with em-
ployment and the work training requirements under the bill. T think
it is very important that there he encouragement for working, and I
think some problems about that have already been pointed ont.

The basic problem that I sce with this bill. if it 15 to be other than
just a pious statement that people should o to work: what ave we
going to do about the faet that there are about a million people who
arc out of work who were working January 1, 1970.

There are no provisions for expanded public or private jobs in this
bill. are there, other than the training slots?

What if unemployment continues to go up. what ecan we do to pro-
vide jobs for these people who will he ont of work and who, T take it,
will he more and more of those who are least able to et jabs other-
wise?

Secretary Frxerr. On page 36 of the bill, Senator, there i a provi-
sion allowing the Seerctary of Tabor to fund special work projects.
which are defined as projects consisting of performance of work in the
public interest, through grants to or contracts with public or non-
profit private ageneies or organizations. Then they list the assurances
that are required. That is one option.

Senator ITarris. ITow much money iz involved in that in the hill?

Mr. Vexearax. For job training?

Senator ITarrts. For jobs?

Mr, Vexeran, Over $700 million, take away 300,

Mr, Parrreprnt, About €260 million for job creation and training.

Senator Tlarris, Tow many job slots do you suppose that that
wonld provide for? Do T inderstand von to mean that yvon anticipate
that there will be subsidization to private industry as well as (o pub-
tie. governmental bodies for emploving people who ofherwise wounld
be unemployed?

Seeretary Fivcin Yes.

Senator Hoomrs, A total of 2280 million is provided in the Will for
both the subsidy as well as for the training: is that eorveet?

Seeretary Fixcin Yes,
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JORB SLOTS UNDER THE BILL

Senator Ilarnis, Ilow many job slots do you anticipate that that
would provide!?

Mr. VExeyan. There are 150,000 job training slots and 75,000 job
upgrading slots.

Senator Harris, Those 150,000 training slots, are they in addition to
training slots already available under other programs, or is this a part
of that?

Secretary Finon. These would be new slots.

Senator JLarris. 150,000 training slots. How many subsidized jobs
do you asswme that there would be under that program, or would there
be any?

Necretary Finenn Tam afraid Secretary Schultz would have to speak
to that. That is reaily in Labor’s field.

Senator Hanms. That is exactly the first question I asked you. 1
took your answer to mean that there were subsidized jobs provided
in that $260 million.

Secretary Frzcn, Well, the unswer, I think, is—

Senator Iligris. But you don't know how many there would be?
Don’t you think that would be a rather basic kind of thing to know ¢

Mr. Parricerir. 1 think the mix changes, varying with economic
conditions.

Senator ILsrris. I understand that. My point is you say : jobs, jobs;
but where are the jobs? Isn't it true that for every 1 percent unem-
ploytent goes up. approximately 1 million people, who otherwise
wer - working, ave thereby put-out of work !

Secretary [Fixcrr, That 1s about right.

Senator ILinras. Is that correct?

Seeretary Fixon. Yes, sir.

AVAILABILITY O JOBS FOR WELFARE RECIPIENTS

Senator Iarris I the unemployment rate then has gone from 3.3
pereent to Led pereent under this administration—and 1 take it every-
hody predicts it will go higher, although there could be disagreement
as to how mueh higher—that means that approximately 1 million who
had been working are now unemploved, and the Department of Labor,
as I understand it =ays that these are not new people in the market,
but primarily e people who had jobs and now do net have jobs,

My point i1=: how do you plan for these people to go to work ? Where
is theve in your hill, provision for even enougli new jobs, public or pri-
vate, to make up just these jobs we have lost out of the economy?
Whiere ave the johs?

We have heard all of these pions statements about puiting people
to work aidd we hiave heard alot of ro-dy about foreing people to go
to work, Where will they go to work s "Fhat i~ my point.

Mr. Vesesmax. It wonld depend upon ithe <kill of the individual,

Senator IHarres. Arven't we talking about people with a rather low
level of skill and rather low level of education ?

Mr, Vexesman, It depends on which way the economy goes. Many
people who were formerly associatedd with the acrospace industry,
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highly trained and educated people are now on the unemployment
rolls.

Senator ITakrts. What are we going to do about that under vour
bill?

Mr. Vexeymaxn. I don't think our bill touches that problem,

Senator ITarris. Where will they go to work/ 1f I were to vote for
this bill, Mr. Secretary, and then went back to Oklahoma and said,
“Well, I want you all to feel better beeause 1 have =aid all of these
welfare folks have to go to work,” evervbody would applaud, but
then, will they go to work ¢

Sceretary Fixcinr. I don’t think this bill really attempts to meet the
problem of guaranteeing jobs.

Senator TLarers, It does not aftempt to meet that problem?

Secrctary Fixcu. No, not the problem of guaranteeing any number
of jobs against any kind of situation that might develop. There will
he some other benefits, though. For example, with the massive increase
we hope to get in day-care funds, we will undoubtedly be able to use
many of the unemployed people in jobs connected with the new day-
care facilities.

Mr. Vexeman, I do think we are getting into Secretary Shultz’
bailiwick here.

Senator ITarris. Don't you think we haveto?

My, Vexesrax. Yes; it is essential, but I think he can probably
answer the questions more precisely. Ile also has a job bank program,
so he will be more able to help you identify problems in particular
aveas. I am sure that if you read the want ads in the Oklahoma ity
newspaper you will find as you do in most newspapers, several jages
of employment opportunities.

Senator 1Larris. What percentage of tho<e opportunities, Mr. See-
retary, would you say wnn%d be available to the average mother receiv-
ing aid for families with dependent ehildren now ?

Seeretary Finen, It would depend. to a degree, upon the training
programs that were available.

Senator Harris, That is right; it would be rather low without the
training programs, wouldn't it-2

Secretary Fixcm. Yes.

COMPARISON OF NUMBER OF WELFARE FAMILIES WETHT NUMBER OF
TRAINING SLOTS

Senator Tarris, Tow many families presently are there now in the
country receiving aid to families with (Eepemlent children?

Secretary Fizcr One miltion, S00 and some-odd thonsand,

Senator TTarris. One million, 800 and some-odd thousand,

Seeretary Fixcrn That wasin November 1969,

Senator TTarris, How many families will there be receiving family
assistance under your program ?

Secretary Fixcei. About 3.9 million.

Senator ITarris, What you add here into training is 150,000 train-
ing slots?

Mr. Vexeaman, Actually, the additional persons that would be added
becanse of this measure would be primarily working people, people
that are already employed. '
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Senator Harnis. T am just saying this, first—see if this is correct:
1,800,000 families now receiving AFDC, and they are the types that
are to be encouraged or required to go to worl: there will be 3.9 mil-
lion, some of whom will e working poor under vour program, and,
according to your estimates, a good many of whom, I presume, are
not now earning above the poverty level beecanse of lack of training
for jobs that might be available.

Is it true, then. that compared to that, there are only 130,000 new
training slots provided in this bill for them? Ts that correct?

Seeretary IFinerr. Yes, sir,

Senator ITarrrs. Can you explain that?

Secretary Fixcu. There are 150,000 training slots provided in the
bill, OF the 1.800,000 families now receiving AFDC, about 7 pereent
of the female heads of households are working part time. and T think
abonut 7 percent full time.

Mur, ITawkins, ‘That iz ecorreet,

AMr. VeNgwax, Fourteen pereent of the easeload i~ now emploved.
Al-o,ont of the ea~eload. 61000 are in the unemployed pavent category.

So, o=t of those prebably wonld be covered by the WIN slot- that
ave wvailable now. But 100000 are predominant’y for female heads of
honsehiolds, amd will he effective only if the dav-eare component is
adeqguate,

Seeretary IFixenn I would like to put into the record charvt 19 of
the welfare reform and work incentive- -the material that has been
cirenlated. Based on, ronghly, manpower training capabilities and
it utional openings in 1969 of 823000, in 1971 we project 62,000
on ti e job,

The figure went from 10000 in 1959 to 2348600 in 1971, Work sup-
port experience 1= 338000 in 1971 And then, under this hill, including
o Tagiee poeraded positions, von have another 2250000 or a total
of 1000, 0f vou are Tooking at the whole malaxy of <lots that
are available to the Secretary of Tahor,

SECRYTARY STTULTA'S STATUMENT OPPOSING CREATION GF JOBS 1IN PURBIIC
STCTOR

Senator ITamus. The statl just handed me here the testimony of
Seeverary Shultz redtifving in the Wavs and Means Committee, in
their heavingzon thishill,as follows:

Tt is nat onr intent to ereate jobs in the public sector, especially for the hard-
core unemployed as a way of xolving manpower problems, and represent
instead a failure to faee up to the more diffienlt task of equipping individuals
to compete for the ever-inereasing nmnber of real jobs that onr ceonnmy is
producinz. We extimate fhat there will he 2 million joh openings a year in
clorieal, sales and operative cecupations,

Now. it ~eems to me that yon ave talking about an unrealistic thing
with the Tiealth manpower erisis, the manpowey shortage in edueation.
ando Tihind agond many ofther fields, <ueh as vebnilding the eities,
and there are tremendous demands for per<onnel in the public sector
generally. and, if von are not going to make any effort at all to
inerense the employment in {hese service functions. whieh are the
fastest growing in the conmtry. T don't =ee how yvou are going to take
up the slack. But, we could o into that later.

Ohvionsly, vou arve not going to put people to work: you are putting
people out of work under the maero cconomies naw heing practiced,
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COMPARISON OF NUMBER OF CHILDREN RECEIVING WILIFARE WITH DAY
CARE AVAILABLE

What about day care? IJow many children presently are in families
receiving aid to families with dependent children?

Mr. IHTawxkins. Asof November, Senator ITarris, there were 5,269,000
children.

Senator arns, 5,269,000, How nany will there be under the family
aszistance program which you advoeate? How many children will be
in families receiving that tvpe of assistance ?

Mr. Vexeys~. Under the working poor category ?

Senator 1Tamus, Whatever category. The total taking up cumula-
tively those now receiving AFDC and those who finally would be re-
ceiving assistance under your program, how many childven wounld
be in such families?

Mr. Vexeaax. Based upon a 1967 survey with a 1971 projection,
we stinie that theve would be 121 miliion children under 18,

Senator ITannis, Twelve and one-half milhion children,

Mr.Vextaax, Tnall,

Senator Iasures, Twelve and one-hialf million children.
there are now 5.2 illion-plus ehildven in familics receiving nssist-
ance now, and there wonld be 121, million ehildeen in famnilies re-

Sovine assi-mee undes the proaram that von reeommensd,

Seeretary FFixerr. Many of thosge wonld be in intact families,

Senator ITaars. T understand that. hut. nevertheless, you could
breals it down more if you wanted fo ecompare it with the figures I
wWits il goine to cite.

Under your bill there would be only 300,000 children provided for
in the child-care program for children of school age, and 150.000
children provided for who ave of preschiool age. I that so? Is that
all the day care that would be provided, as oppo<ced to the number
ol children that wonld be involved in the program?

Mr. Voztaax, Let's not forget, Senator, that in the intact families
there presumably is o mother at honme taking care of the family,

Senator ITarris. Could you breal out thosze fisures for me? Right
now vou have an ALDC family. An employed father is not entitled
to, or his family is not entitled to assistance now, except in five States.

Me, Vexvarax, T would think in the family group it would he sotie-
where around 7 or 8 million children, That would be in families with
a [ather and mother and kids, and the mother is home to take care
af the children. So yvou ave «ti]l talking 5 or 6 million children that
would he in single-headed hiouseholds,

Senator TTarnis, ‘That is exactly my point: 5 or 6 million childven.

My, Veneyan. These additiona’ day-care ¢lotg that we are talking
abont. would be in addition to those in existence at the present time.

Me, Parrrerinr, We arve spending voughly 880 to 200 million on
day eare now.

Senstor Haner< Thae wonldn™t provide verv muchy if =236 million
only provides 130,000,

Me, Parreveet, This wondd he o 100- to 500- pereent invrease in
1 vear.
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Senator Hanrris. T am not talking about the increase: I am talking
about the pious statement that we are going to require these peoj le
to go to work. As T understand it, we ean’t require the mother to go to
work unless there is a day cave that meets some standards,

Mr. Vexrwax, That is true. One of the provisions is: day care
would have to be made avaiiable.

LACK OF INFORMATION ON TOTAL NUMNBER OF CHIIDREN FOR WHOM
DAY CARE WILTL, BE PROVIDED

Senator Iarris. We are only providing the eumulative total of
day care under vour bill for school-age children of 300,0007

Mr. Pyrmicenrt, There ave two mechani=ms in the bill to provide day
care, One is a project grant autthority under which we propose to
make 2386 million available in the first year to provide day eare.

Senator ITarris. Will it be more the nextyear? You =aid “the first
vear,”

Mr. Parrickrs. This is done on a fizeal year by fizeal year hasis, We
haven't projected for fiseal 1973,

Senator TTarris, So, all we know about this level is what we are
asked to approve for the fiscal year?

Mr. Parricrrnt, There is xeparate mechanism for reimbursing par-
ents, essentially. for the cost of day carve which they themselves provide.
This is a provision for disregarding day ecare expenses in coming np
with accountable income for the purpose of determining eligibility
for payments. The Federal Government in effect would he helping
to reimburse them for day care that they huy themselves,

Senator TTakrris. Have you somewhere in the figures the number of
children that wonld normally be eligible for day cave? Obviously, there
is quite a diserepancy between 430,000 children and 3 or ¢ million., or
whatever it is.

Doessomebody have those fignres ?

You started with a (2 and a half million kids altogether. Some of
those are children of intact families, where, presumbaly. one parent
would he available to take carve of the ehild, and then vou come dawn
to the amount that von are providing.

AN T am interested in. in my judgment, and T wonld presume von
agree, is that there would be a very wide difference bet ween the number
of children who would ordinarily be eligible for day eare and the num-
Ler of dav eare slots provided forin your program:is that so?

My, Vexeman, Senator, T helieve that the program provides an
adequate number of day eare slots for a first full vears functioning
of the program.

We have to take into con<ideration that 11 percent of the<e people
have some kind of child arrangements already, heeanse they are
working either part time ar full time.

Mr. Patricelll indicated we do permit deduction for day-care services
which they are obtaining on their own. We can't estimate what that
is. Also, we can’t as~mme that every voman whoe is en the ATDU
caseload is available for employment. They are not all trainahle, and
we might as well face that fact of life. There is going to be a certain
pereentage

Senator ITankis. How did you pick out 300.000 and 1500007
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Mr. Parricernnt. That was done by projecting the day-care opportu-
nities that would be needed to sustain the 150000 job training oppor-
tunities for the AFDC mothers. .And the caleulation was hased on
average familiy size and number of children for such mothers, namely :
three.

So, three times 130,000 is-150,000.

The five-plus million children that we are talking about in AFDC
of course includes a large munber of children who are under six, and
we do not require mothers of children under 6 to go to work, so
day care is not necessary to =ustain a work requivement for those
people.

Senator Haxrrs, Wonld you be be satisfied to leave the record then
like it is, that yvou are not able to estimate how many childven fall
into any of these categories, or how many would he aviilable or what
pereentage of them yvour day-cave recommendations would take cave
of ?

My judgment is there isa wide gap. T take it you are not even willing
to admit that. Or if not, if you are to say how much it is, it seems to me
yon surely (-mll(l have some figures on it. Why ean’t you come up with
the numbers

Mr. Patkicrrne T think we are ot wting from ditferent places, Sen-
ator, We provide financing for day earve adequate to Hll\hlnl the work
training ind emplovment programs which are provided for,

Senator Harris. T understand that. T sappo=e my time has runont,
but T will ask you this one last question: is there any way vou ran
partieularize vonr figures on this?

My, Pamncrii We will fry.

Senator Hagris, Would vou do that?

Me, Parrerrir, Certainly.

Senator Hakkes, Can younow?

Mr. Parricrrn Given the instruetion we have had about hallpark
estimates and back-of-the-envelope fignres, we would prefer to put

the figures in the record.

Senator ITaruis. We have heen =0 loose on thix that [ will take
ballpark Ggures, H you van give them now, youwmay do so.

Secretary Fixen, 1 think we had better come back with fioures.”

Senator ANpeRsoN (presiding). Senator Jordan.

\en.llm' Jornax. Thank you, Mr. Chairman.

My S(‘(‘l'('tmg\'. [ am not going to use my 10 minutes to get into the
details of the DIl T want to disenss with vou the dimensions of the
program as you see it and what the impact might be on the economy
asx we projeet it into 1971,

COST  ERTIMATEN BASED ON 4.0 PERCENT UNEMPLOYMENT RATE

T think yvou have stated in your statement and others have said that
the 4.4 million additional figures was based on an unemployment
lTevel of 3.5 percent.,

Secretary IFixcir. Yes. Those were the figures we had at the time
we hegan to work on it.

=\t presstime, June 11, 1970, the material requested had uot been received
from the Department of Health, Education, and Welfare.
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Senator Jonpax, And I think when Senator William« asked what
would be the additional amount which would he required to finance
the present 1.5 or 4.4 percent of unemplovment, yvour offhand guess
was : 8100 million.

Senator Williams conntered with his extimate of 1 billion and a
fiuarter. Sonieplace in between that is probably the right vmount:
wouldn’t it be?

Necretary IFixen. That would eertainly depend upon a nunther of
variables—obviously, the strength of the economy and a variety of
other factors, I don’t know how we could be nnieh more precisc.

Senator Jornax. More precise than $400 million at this time for
the additional 1 pereent ¢

Seeretary Ifixcir. We will have hefore this committee as precise
estimates us we ean make,

Nenator Jornax. That ix good. What, in vour judenent, is the
amount vou have to add to this fisure of {E4 million, billion, or &5
billion, or whatever it is, of the amorat of XEG00 hase wis raised Lo
K1007

Seeretary Finenn Againg | think the ignre is ronghly, stoo mition.
Senator Jordan.

Senator Jorbax, Would that be a constant acerction for eacly Sto
inerease of the hase, or woul\l it be @ variable?

Seeretary Fiver. Aecording to our projection it wonld be close to
2500 million for the first 81052, or about a %300 million dilference
at R1.500, Then you paetty mueh et @ brealiout =t that poine,

We can give vou more complete data.

Senator Jornax. T hope you will,

COST OF PROPOSED AMENDMENTS

Have you given any ealenlations to the amendments Senator Rilicoff
proposed and their effect dollarwise on the total cost of the program?

Seeretiry Fixer, Yes, sive T sabd eavlier that ve have only given
voita rongh, overall total. We will pravide vou with o detailed analy i,
as we see if, a8 to what the cost of his propo-2ls would he.

As the Under Secvetary indieated, we are trvine (o oot the Genpe-
ipdated. based upon the new unemployinent fores, wond we felt
that was the item of first priority,

Senator Jorpax, Tt s not likely this Congvess. if the bill passe-.
will pass it with less than it eame from the House. This is my ealeula-
tion, personallv, hut T am very fearful that it ix coing to be miieed
=ub-tantially. Budget surplises in the present economie elimate have
away of disuppearing overnight, and ezpecially on the unified methold
of accomnting for hudget, under which we are presently operating.

IMPLEMENTATION ©F BILL 11 PUNDED WITTT BORROWYD . MONLY

Already the #1535 billion surplos estimated for 1971 has Toen dissi-
pated, and <everal times over. Assuming that this histovieal trend con-
tinnes, Mr. Seeretary would yvou continue to be enthusiastic over
iplementing this program at an estimated annual cost of 25 hillion,
or more, if it had to be done on horrowed money

Seeretary Fixern My answer wonld have to be no. T think it would
be very dangerous.



247

Senator Jorpax. Then there arve two alrernatives ahead of ns
Would you be willing to recomniend that the President go before the
Clongress and ask for an extension of the surtax in order to fin: e
the I amily Assistance Aet of 1970 on a pay-asx-yvou-go hasis: or, in
Fien of that, and given the other altern: ative, what programs ave you
oing to cut ! You have testified thiz wmorning it would be a hard job
for you to differentiate between the need for Tunds for education and
weltare and health and so on in your own Department, and maybe
vou would be \\illinw to venture a little farther afield than your own
Department of HISY

How wonld you .1~sess the pnorlt\ of this program with respect
to funds for Al%\[ in Defensge or the SS'T in Transportation or Rivers
and Harbors in Publie Works or Foreign \id and o on?

Seeretary Fixcr. The only thing I can be grateful for in being
Secretary of IEW is that we don't have a foreign poliey. I ean't
make tlldt kind of value judgment. I think we have to be realistic- -
there is an enrichment \.1{110 that comes with this program, we think.
i terms of some inereased taxable income,

In terms of what happens with Federal revenues, there are changes
that could he made within thix legislation, which, of conrse. you will
consider—whether you want to knock ont the unemploved futher as-
pect of it or whether you want to throw a greater burden on the
State--—but certainly we couldn’t, I don’t think, juztify. under the
language of the President in his messaoe, any inereases in the @ mount
to he spont. Any change would have to be aceomplished by vradeorts
within the hill,

Sewator Jornax, You are not going to attenmpt then to et up
priovities with respect to these other departments and thus involve
vour=etf in an inter-—

Seeretary Fixenn 1think that i wanld be presumptuons for e 1o
try to speak for the entire adminisivition,

Senator Jorpax. Soneone else will have to do that and Congress-
will have to do that,

Seeretary Fiven. You will hear from the Bureau of the Budeor,
They will give yvou their ideas on priorvities.

Senator Jorpax, We will find out what they think about it. too.

SETEING OF PAMILY ASSISTANCE BENEFIT AMOUNTS

Do vou have any idea that this 81600 hase s golng to survive the
congresstonal action, and tetl me how vou arrived at L6000 Why not
SLT00: why not 81,500 2 What reasoning prompted you to aeenj
ligure of 31,600 as a base

bvclehn Iixcie Well, as T said in iy testimony, this was the
figuve that, after a areat deal of pulling and hauling., came ont oi our
first task force before we came into oftice. Ax we evaluated all of the
other possibilities. thix scemed to be the most realistic floor, when
related to the problem of the working poor.

You have to realize the henelits will be, for many, more than the
21,600 base,

When you add £860 in food stamnps, the State supplementals in 44
States, and the other ine rements—publie housing and so forth—yon
get up to a higher figure. You have diversity in the ix from State to

=
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State and from city to city. We felt this was a realistic floor for a
program of income supplementation.

Senator Jorpax. Already amendments have been suggested that
would inerease the 81,600 base to $3,600.

The staff has supplied me with a table from the House report chow-
ing that a £3,600 base would cost not $4.4 billion, as you have esti-
mated, for the £1.600, but the $3,600 base would run the cost up to
£20.7 billion

At what point, if this is tampered with, Mr. Seeretary, do you think
the straw would break the ecamel’s back? At what point would the
Prestdent veto it as being beyond onr means?

Seeretary Fixen. Welly before the latter figure you suggested,
Nenator. T would =ay the bill as we have presented it, and the bill as
it eame out of the House, provides an appropriate level. We believe
it ix tolerable to devote that amount of our resonrces to this prohlem.
in view of the other problems we have abroad and at liome.

Senator Joroax. You don’t want to project a guess as to how mueh
Ieher than that might be a tolerable limit and acceptable downtown?

Secretary Fixen. Not very much higher, Senator. There is very
little tolerance, in my opinion.

Mr. Vexeaan. [think we have to bear inmind we are talking about
a national floor, We ave not speaking to the question of adequacy. At
the present time, this program would raise the ATDC payments for a
family of four above the existing level in eight States. We have to
give consideration also to break-even points—83.920 for a family of
fonr under o proposal-—to the tax rate and other variables,

In direet response to vour question regarding the legislative process,
I would only say that the S1.600 propoxal has been subjected to two
legislative tests <o far and has passed them.

Senator Jornan, Very well. T shan’t ask any more questions in
detail today. T have plenty more later on.

The Crameyax. Senator Byrd.

NUMBER OF ITEW EMPLOYEES

Senator Byeo, Thank you. Mr. Chatvinan. Mr. Secretary, T am
elad to see you. sir,

Secretary Finen. It is niee to see vou, sir,

Senator Byro. 1 helieve this is the fivst time this committee has
had the opportunity to see you since you came before us for
confirmation.

Secretary Fincinn 1 have to appear before more committees than
any other Secretary, I am sorry I haven’t been back here. Once T was
to he here and was il T am =orry T wasn'™t able to respond to the one
other invitation,

Nenator Byro. T am glad to sce vou today and 1 hope we will see
voumore frequently in the future.

Seeretary Finen. You will see a great deal of me in the next few
days, [ gather.

Senator Byro. Tow many employees does W have?

Seeretary Fisen. At this point we are down now to 102,000-plus,
from an all-time high a few years ago of 110,000,
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At the same time T think it is important to point out that we have
gone in the last 2 years fron: a $50 billion to a $60 billion budget.

Senator Byrp. How many do you have in Washington?

Seevetary Fixcin. 1f you leave out Baltimore—are you talking
ubout all over the environs of Washington? Ineluding NITT and social
security (¢

Senator Byro. All in vour Department, that you have jurisdiction
over in HEW?

Secretary Fixcir. Are you including all of the buildings in the
immediate environs, Maryland and Virginia, as well as the District?
We spread out to Bethesda and Baltimore and other nearby cities. 1
would guess somewhere between 43,000 and 50,000.

Mr. Vexeysax., Weean supply the exact information.*

Senator Byro, Thank you: I wish you would.

HEW FALLURE T RESPOND T COMMUNICATIONS

I an going to get to the welfare program in just a minute, but
I thought pm]mps vou had a shortage of omplm ces here in the Wash-
ington area beeause I have such great difliculty in getting a reply to
any of my communications. I hav onnlv addressed the connpunications
to the (11~t1ngm-hod Sceretary of Health, ‘(lumtmn. and Welfare on
two major matrers and I have found it very difficult to got any reply
from your office,

Now, Fam going back to Marveh 27 of 1960, and 1 a-ked a very simple
que.~tinn and I said, »Will the proposed move of TTISW oflice fram the
city of Charlottesville result in a savings to the Government and, if
g0, how much /™ And it seems to me that was a reasonable request,
hecause the press release which your oflice put out said there would
be n =avings,

Then, on April 2, my letter was acknowledwed by Mr. Jerry W.
Poole of your oftice, in which he said a full veport would be forwarded
a= xoon as possible.

Six weeks Iater I received notifieation that yon were attempting to

gather information to answer my leter, That was on May 19. On
June 5, 1969, I sent a telegram again secking information and 1 ask
that that telegram bhe inserted for the record at this point,
Mr. Chairman.**

On June 27 T zent another telegram, again asking for this informa-
tion. And 1 ask that that telegram be incerted for “the record.

Now, on July 8 314 months | .1ter I received a letter from you which
did not an=wer the quo~t1()n\ I put to you in March, and to this day
[ have not received an answer.

We will let that go beeause that was last year.

Mr. VENEsaN. 1 think we can supply those figures now.

Senator Byro, I would be very happy if you would.

*At presstime, June 11, 1970, the material requested had not been received
from the Department of Health, Eduecation, and Welfare.

#*Carrespondence referred to by Senator Byrd during this exchange appears
at pp. 250fF,

44-527—70—pt, 1—17



('The Department subsequently supplied the following information ;)

MoveE oF HEW CHARLOITESVIILE FACILITIES TO PIIILADELTIIA

There will be no immediate doliar savings as a result of the move of the [TEW
Charlottesville oftice to Philadelphia. The primary reason for the President’s
decixion to realign regional voundaries was to improve coordination among
sgeneles and service to the public and achieve greater efliciency in government
aporations, It ix in this respect that savings will be realized and not necessarvily
in the coxe of rnnning the regional offices, Dollar savings, if there are any, will
be on a long-term basiz and will result from an hproved coordination of HIEEW
DPrograms, )

Senator Bykp, That was my etfort for 1962, Now we come to 1970,

On February 18 1 sent you a telegram requesting that you investi-
gate the situation in Newport News,

On February 26, never having received an acknowledgment,
Mr. Veneman having been before the committee that day I put the
question to him and he was kind enough to indicate that he would
get me an answer,

But on March 12 T had to send a telegram to the Honorable John (.
Veneman: John, my good friend. it was 2 weeks ago you promised to
look into the Newport. News situation and let me have vour thinking
thereon. I heard nothing from that.

Two months after my original telegram T get a reply from Secre-
tary Finch in which he enclosed the examiner’s hearing report issued
February 11. .And this is the very report that prompted my telegram
in the first place.

Now, the point that I am suggesting is that if @ Member of the
Congress can’t get any information out of HIEW, what about the poor
guy on the school hoard? These school board members serve without
compen=ation, most of them. They don't know how to proceed. They
come up here and try to get information from your Department. They
come to their representatives and that is our job, and if we can’t get
it for them, certainly they are not likely to get it on their own.

And the same thing applies to the superintendent of schools and =o
on down the line.

The only thing I am suggesting is that I think that the representa-
tives of the publie, it is not because of us as individuals, hut the repre-
sentatives of the public are entitled to get =onte sort of reply.

I stay in my oflice until 7:30 and §:30 and 9 at night, and sometimes
9:30, signing mail, and 1 think when }mop]o write me I am obligated
to reply to those people, and T think the same thing applies to IHHIEW.

I was under the impression that vou didn’t have adequate help hut
43,000 or 50,000 people here 1 think you have adequate help.

{Correspondence referred to by Senator Byrd follows:)

[Telegram]
Marcnt 27, 1969,
Hon. Rosert I FiNcu,
Neercetary of Health, Education, and Welfare,
Washiitgqton, D.C.

My DEAR Mu. SECRETARY ! I am informed that an announcement was made by
your department phasing out and finally closing the Charlottesville office of
Health, Iiducation and Welfare.

I would appreciate an answer to the following questions concerning this move:

Will the proposed move result in a savings to the government? If so, how much
and in what areas will the savings accrue?

To you 1 send my best wishes,

Sincerely,
Hagey . Byeo, Jr.,
.8, Senator.
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DreagimeNtT or Heavia, EovcatioN, ann WeLPaRe,
Washington, 13O Aprit 2, 1065,
How Iagry F. Byep, Jr.,
UUN. Nenate,
Washington, D.C.

Drar SExaror Byeo: This is just a brief note to let you kunow that Secervetary
Fineh has received your letter of March 27, 1969, regarvding an announcsment
nuide by the Department phasing out and tinally closing the Charlottesville office.
A fatl reply will be forwarided to you as scon ax possible,

Rincerely,
JEmRY W, PooLy,
Deputy Asxistant Sceretary for Congressional Liaison,

NECRETARY ofF ITrAvTiL Eoveation, aNp WELFARE,
Washington, D.C., May 19, 1965,
Hon, Harry F. Bywko, Jr.,
U.N, SNeaate,
Washington, D.C. }

Dear SExATOR Bynp: This is a further response to your letter of Mareh 27,
1069, requesting information relative to the savings to the Government as a
result of the relocation of our Regional Office in Philadelphia,

To fully answer your question about the financial implications of this ¢hange,
we will need to gather information and consult with the Bureauw of the Budget.
We are in the process of developing this information in conjunction with the
Bureau of the Budget, Civil Service Commission, and othoer Federal agencies.

A full response to your questions will be prepared as guickly s possible: how-
ever, at this point, due to the many complexities involved, we are unable to
provide you with the information requested,

Thank you for your expression of interest, We will he in faurther contact
with you.

Rincerely,
Roper . FiNcn, Seerctary.

[Telegram]
Juse 3. 1969
Hon. Roserrt H. Frxcw,
Neeretary, Departiment of Health, Education and Welfare,
Waxhington, D.C.

Ten weeks ago (March 27, 1969}, I corresponded with you coneerning transfer
of HHEW Regional Headquarters from Charlottesville. T requested speeific in-
formation at that time as to whether the proposed move would result in savings
to the Government; if so, how much and in what areas would savings accrue.
At a time when economy in all facets of Government is being sought, T would
have thought that requested information wonld have heen available during the
consideration phase prior to finalizing of this decision. I received two interim
replies dated April 2 and May 19, but have not yet received requested information.

I would appreciate getting the facts,
HArrY F. Byrp, Jr., U.S. Senator.

[Telegram])
JUNE 26, 1969,

Hon. Rosert H. FINCH,
Reeretary, Department of Health, Education and Welfare,
Washington, D.C.

Thirteen weeks ago (March 27, 1969) and again four weeks ago (June 5, 1069),
I corresponded with you concerning transfer of IIEW Regional Headquarters
from Charlottesville. Reqquested specific information at those times as to whether
proposed move would result in savings to Government; if so, how much and in
what areas would savings accrue? At a time when economy in all facets of
Government is being actively sought, I would have thought that requested
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information would be availuble during consideration phase prior to finalizing
of this decision. Have received two interim replies (dated April 2 and May 19),
but have not as yet received requested information. Would appreciate getting
the facts.

Harry F. Byrp, Jr., /.S. Senator.

SECRETARY OF HEALTIH, EDUCATION, AND WELFARE,
Washington, DA Julu 8 (060,
Hon. 11ARkY F. Byro, Jr.
I".N. Senate,
Washington, D.C.

Drar SExavor Bywo: This is in further reply to your letter of March 27, 1069,
and subsequent telegram. requesting information concerning the President’s
decision to reloeate the regional otice of the Department of Health, Education,
amd Welfare from Charlottesville, Virginia to I’hiladeiphia, Pennsylvania.

The decision to realign regional boundaries of the Departments of Labor;
Housing and Urban Development; ITealth, Education, and Welfare: the Office
of Economic Opportunity; and the Small Business Administration was based on
the urgent need to improve cooperation and coordination among agencies con-
cerned with domestie problems., As a part of the decision, regional offices of all
of the affected agencies will be located in the same cities and where possible
in the same building to further facilitate working relationships and to increase
operational efficiency.

Navings to the Government which will result from the Charlottesville move
an be considered only in relation to the entire plan for improving the system of
administering social and econmmnic programs. Nince the Department of Health,
Education, and Welfare is the only agency maintaining a regional office in
Charlottesville, our staff there finds it increasingly diflicult to maintain close
working relationships with other Federal ageneies. Frequent travel to Ihila-
delphin and \tlanta is necessary to participate in the increasing number of joint
programs, This necessity is expensive of staff time and resources. In view of the
prospect of even greater coordinated effort in the future, the nced for closer
proximity of all agencics is essential. The inherent savings in time, effort, and
resourees witl result in better service to persons affected by State and Federal
programs,

The relocation of the Charlottesville office to Philadelphia was made after anal-
ysis of a number of factors, such as transportation patterns, population dis-
tribution, the effeet on prograan operations and upon employees concerned. The
Philadelphia Joeation was selected since it will additionally provide increased ace-
cexsibility to Ntate capitals within the regions, and thereby enhance working
relitionships among State, loeal, and Federal agencies.

Pleaxe he assured of our continued concern that these realignments are imple-
mented with the minimum adverse effeet upon the continuity of local, State,
and Federal programs, and upon the communities and employees affected.

Rincerely,
Ronert H. Fixcrr, Seercetary.

FEBRUARY 18, 1970.

I'Telegram]

Hon. Roperr H. Fi~xcr,
Neeretary of Heoalth, Education, and Welfare,
Washington, D.C.

I am advised that a new bearing officer has recommended a cutoff of Federal
funds to the schools of Newport News, Virginin, having ruled unacceptalle a
comptetely integrated neighborhood zone plan. The Examiner stated that in
his opinion a plan by HEW requiring busing to achieve racial balance would be
accoptable. If correctly reported, this violates federal law, It also is in viola-
tion of the statement made by you yesterday as reported in the Washington Post
this moerning. T strongly urge prompt investigation and action on your part
to preserve funds due the city of Newport News.

Harry F. Byrp, Jr,, U.S. Senator,
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{Telegram])
Marern 12, 1970,
Hon. Joux G. VENEMAN,
Under Secrctary, Department of Health, Education, and Welfare,
Washington, D.C.:
Johu, my good friend, it was two weeks ago that you promised to look into the
Newport News situation and let me Lave your thinking thereon.
Cordially,
HArrY F. Byro, Jr., U.S. Scnator.

SECRETARY oF HEALTH, EDUCATION, AND WELFARE,
Wuashington, D.CC., April 13, 1930,
Hon. 1{arry F. Byro., Jr.
"N, Scaate,
Washington, D.C.

Dear SeNator Byrp: Thank you for your telegram concerning the status of
school Qesegregation nt Newport News, Virginia,

Ax you know, the school distriet has been involved in administrative enforee-
ment proceedings under Title VI of the Civil Rights Act of 1964, Title VI pro-
hibits diserimination as to race, color, or national origin in programs, including
thoxe of school districts, which receive Federal financial assistance.

On February 11, 1970, a Federal hearing examiner issued an initial decision
and order in the case. The hearing examiner ruled that the school district’s eli-
gibility for Federal financial assistance should be terminated in that the district
is found to be in noncompliance with the nondiscrimination provisions of
Title VI.

In summary, according to the hearing examiner, “HEW has suggested a plan
to initiate desegregation of the elementary and secondary school system which
the school district rejects. The school distriet contends its ¥reedom of Choice
plan complies with law and is effective, HEW refuses to allow continuation of
the Freedom of Choice plan and has rejected a neighborhomd zoning plan sug-
gested by the school district. The said plan suggested by the school district is
hereby found to be inadequate to accomplish compliance with the Act and Title
VI Regulations, since it would not produce sufficient secondary school student
integration and eliminate diserimination, The school district did not present any
plausible or valid argnuments or evidence to prove or show that the said HEW
plan, if employed substantially, would not readily effectuate compliance.”

The school district may appeal the decision to the Reviewing Authority and
utider the circumstances further comment on the part of the Department would
be inappropriate at this time.

The Departinent’s recommended texegregation plan, submitted to the school
distriet prior to the hearing proceedings, is but eone alternative and effective
means of eliminating the discriminatory effects of the dual school system in
Newport News, The object of the plan is not to “overcome racial imbalance” in
the school district; nor would it in fact accomplish such a purpose. Rather, the
ohjective is to overcome the vestiges of discrimination pursuant to Title TV and
in necordance with the decisions of the Federal courts, There may be effective
methods other than the Department's recommendations which meet the require-
ments of the law.

We are enclosing a copy of the hearing examiner’s decision for your
information.

If the Department can be of further assistance, please let us know.

Sincerely,
Roxerr H. Fixcu, Secrctary.

Senator Byrp. Now, let’s get to the question at hand,

First, I want to say T coneur in the request of Senator Williams
for additional information, particularly in regard to OEO. I think
that Senator Talmadge put some questions that certainly need to be
answered before this committee proceeds further.



254

SECRETARY'S OPPOSITION TO FINANCING NEW PROGEAM WITH BORROWED
FUNDS

1 think Senator Jordan just put some very searching questions, and
I was most interested in your comment on his question as to whether
vou would feel that this should be financed on a basis of borrowing
money in order to finance this program. s you understand it, yon
replied in the negative,

Necretary IfiNcin. That 1s correct.

REASONS FOR ADDING 1+ MILLION PERRONX TO WELUARE ROLLS

Nenator Byep, Let me ask you, why do vou wish to add 14 mitlion
people to the welfare volls?

Seeretary Fixen, We think that helping the working poor is ab-
solutely indispensable to the whole program. It is the only way we
think we can come to grips with work incentives and prevent the tow-
wage worker from dropping into welfare, It induees, we think, a man
on welfare to want to get to a hetter job, It does not discriminate
against those who are working, and it does hiave a substantinl impact
on the people we want fo help vise above the poverty level, and in
avotding remedial eosts tater on, 1 think that would be about the
broadest statement [ eonldmake in response, Renator,

Scnator Bryvn, I correet, am I not, that you have at the present
time [0 million persons on the welfare rolls /

Secretary Fixen. Yes,sir, '

Senator By, And if this legislation is enacted, you will have 21
million persons on the welfarve rolls?

Secretary IFiNen, That is approximately corvect.

Senator Bykn, Let me ask vou this question: ax U understand it, in
recatling some of the c;mpaign statements of 1968, there was a need
to reverse the trend for the welfare state. How does this reverse the
trend toward the welfare state when we inereaze the welfare rolls
from Ithmillion persons to 21 million persons?

Seeretary Iixcen, Well, as we have constantly reiterated throughout
our testimony. if our presumptions are correct, we will move many
of these people off the rolls, which the present system is not doing. If
we keep the present svsteny, it is very elear that by 107 and 1970 we
will he spending, as ©indicated, just as much if not more, than under
this hill, with the same deplorable consequences and with no hope
of having remedied this situation,

Nenator Byen, T want to say fivst that T feel that ome present svstem
is ontdated and outmaded mnd goes back, a Tot of it, to the depression
eracof the 1930, and [ think it should be changed. 1 think it cortainly
shonld be changed, What 1T am tryving to do is understand vonr pro-
posal and to understand how it iz going 10 henelit the situation to
mereaxe the welfare roll= from 10 to 24 million persons?

Mr, Vexesras. 1 wonder if [ eould respond briefly, and perhaps
point out that maybe we are not using the right title here, Maybe we
should be talking about another category, The muajor group we are
talking about are not really welfare recipients in the traditional sense
of the word us we have wsed it in the past. These peaple are working,
they are members of intact fumilies, and we are not suggesting putting



them on welfare. We are suggesting that we supplement their income
to a degree that there would not be such an incentive as presently exists
to feave their jobs and go on welfare. . )

Now, in order to take cave of these families, the expenditure to
supplement their hncomes, on an average, I believe, is around $740 a
vear, This is for a million and a half families, or whatever number
woutld fall into the working poor category. This compares with an
average cost of over $2,000 for a family under the existing caseload.
So actually it is a preventive measure with this group to keep them
from getting on what we consider the traditional welfare caseload.
We think that we are going to make a reversal of this process.
We are going to have to take away some of the real incentives that
exist to leave an employment situation and get into the public assist-
ance programs, I think this bill is the only place we can start.

ADEQUACY OF $1600 FLOOR FOR PAMILY OF FOUR

Senator Byrp, In response to a question put by Senator Jordan, T
wis not elear as to your answer. But, as T understand it, you are indi-
cating that 21,600 probably would not be an adequate figure for ¢
floor?

My, Vexeyman, No: I said that ix the Federal floor. I said we are not
talking to adequacy. An adequate amount is usually conzidered to be
the poverty level, at the very minimum.

Senator Byrn, You are not talking to adequacy, but to my mind
that meant that yvou feel—and I don’t want to put words in your
mouth—you feel that at some future time that 1t should be made
adequate /

Mr. Vexeyax. What we are suggesting is that the States will main-
tain their participation in the public assistance programs to the extent
that they ave participating now.

As I indicated, this floor brings eight States above what they were
paying previously, and we think that in most of the other States there
will be additional income to the recipients because of the States’
supplementation.

Senator Byrp, You are sayving that you arve not talking about ade-
quacy ?

Secretary Fixcir We are not suggesting that $1,600 ix an adequate
amount for a fumily of four to live on. We have never said that that
waoild be suflicient,

Senator Byep, As T understand it, you would oppose an increase
above $1,600 as a floor?

Secretary FiNcin Yes, siv: that is correct.

Senator By, Do you envision that you would rontinue to oppos=e a
figure above that next vear and the following year?

Seeretary Fixen. If you mean by that,” assuming this bill were
enaeted

Semator Byrp, Yes,

Seeretary Fixen. We would certainly want to see what experience
showed—how the States responded and how the work training aspect
of the plan worked out.

[ would oppose, for example, the suggestion by Senator Ribicoff
of incremental steps in the immediate future. We would want to see
how the plan worked for a while.
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Senator Byrp, It wouldn't be illogical to assume that if it were
established at $1,600, cach year there would be an effort made to in-
crease that amount ?

Mr. Vexesman. Senator, I am sure that pressure would be upon you,
because Congress would have the prerogative of making that decision.
But it is not different from what has been done, and we do have a little
more control over it. It is no different from the situation in which
the State legislatures are in session every vear with pressures on them
to raise the welfare grants, and when they raise the welfare grants, vou
in Congress and those of us on the Federal level have absolutely no
control over costs. We pay on an average a little over half of the cost
without making the decision. When they raise the grant we <imply
say : “We will pick np our share.” Now we would be in a position where
the Federal floor is established by Congress. We =ay that we will par-
ticipate in the state supplementals up to the poverty level and to the
extent of 30 percent.

There is more Federal control over the cost of the welfave program
under this proposal than we have ever had under the existing law.,

Senator Byrp. T found in the Virginia Senate that the demand there
was it had to be increased because of what the IFederal Government
did.

Mr, Vexesax. We never mandated grant inereases,

Senator Byrn. Do you feel, then. that this is an improvement over
the present program?

Mr. Vexeyan. Yes, sir.

HEW DEFINITION OF UNEMPLOYMENT

Senator Byro. In that respect, in speaking of a man where he works
regularly 34 hours a week and he is regarded under your proposal
as heing unemployed, one of yon mentioned that one reason you fa-
vored this proposal is that of uniform standards, that you proposed
to tighten this requirement. Am I correct in that; did T hear you cor-
rectly?

Secretary Fixcir. As Mr. Patricelli pointed out, the reason the regu-
lation was established in the first place is that when the States were
setting their criteria they had gotten up very close to 40 hours a week
as a criterion for nmemployment.

Senator Byro. Wonld you recommend reducing this below 34 honrs?

Secretary Fixcir. T think 1 would be disposed to: yes, sir. T am not
locked in on any precise number. 1 think 335 is probably a little Tiberal.

Mr. Vexemax. Contracts are signed with shorter workweeks, and
T think this has to be taken into consideration as it relates to what con-
stitutes full employment.

Secretary Fixcir. We would also have to consider impaet on the
minimum wage, and a great many other factors.

FEDERANL ROLE IN WELFARE

Senator Byen. You say on page 18:

We are convineed that income maintenance is a problem requiring a national
solution and that uniform administration i« essentinl.

And that imeans uniform payments, too. I assume?
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Secretary Fincn. A uniform floor.

Senator Byro. Uniform floor but not uniform payments?

Mr. Vexesan, The States would have the opportunity to
supplement. .

Secretary Fivcir, The States always have the option to build on
the flood beyond what we have already prescribed.

Senator Byro. But you would encourage that it be federally admin-
istered and not State administered? .

Secretary Fixcm. T think the fact that we would pick up the admin-
istrative cost is another way in which the States and localities will
save some dollars out of this progmm, and be able to devote them to
whatever purpose seems best to them as they see their progress.

Senator Byrp. I am not advocating or opposing the program; I am
just trying to understand it a little bit better than I do at the present
time,

[ have many more questions, but my time has expired.

Senator Axprrsox (presiding). Mr, Hansen.

Senator Ha . Thank yvou.

Mr. Secretary, I know you have had a long day and evening yester-
day and you have been here a long time now. [ will try not to take too
long to ask a few questions I would like to ask.

Secretary Fixcu. I am going to get back to the oflice and find out
about my correspondence with Senator Byrd.

DEFINITION OF POVERTY LEVEL

Senator Haxsex, What is the poverty level in the country now?

Secretary Fixcir £3,720 for a family of four, and for a single
person——

Mr. Vexemax. Mr. Maloney indicates it is now about $3,553—
83,720 in the bill for a family of four, and £1,920 for a single person:
$2,460 for a two -person family.

Secretary Fixcir. We have a definition on page 28, Senator, for pur-
poses of this legislation.

Senator Haxsex, What factors go into the formula that results in
your comin{; up with this figure?

Contemplating $3,720 under this bill a family of four can buy what
things? Does this include housing, clothing, some expenses for educa-
tion, medicine, food and shelter?

Secretary Frxcir. The language in the bill goes on tosay :

The Necretary shall adjust the amount shown for each sjze of the family
group by increasing the amount by the percentage at which the average level of
the price index for the months in the calendar quarters, beginning as of Aprit
‘l;tl’;i)suvh year exceeds the average level of the price index for the months
) JUer

So, it leans primarily on the Consumer Price Index as published by
the Bureau of Labor Statisties,

Senator ITaxsex, I would be correct, then. in assuming that if the
prices of all of the costs that go into the composition of the poverty
level were to increase, that the level itself would goup? '

Secretary Fixcir, Undoubtedly it would.

Mr. VexexmaN. That means also, Senator, to project it one step fur-
ther, our matching participation would increase because we agree to
pay 30 percent up to the poverty level, which is not a fixed figure.
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Senator Thansex. Is it your feeling that this represents an aceept-
ance, maybe not a weleome, but an aceeptable level below which total
income =honld not fall, T suppose? Is that what we are saying?

Seeretary IFizer. No.,

Senator ITaxsex. Or, is this the goal that we are shooting for?

Seeretary Fixen. This is simply an cffort to bring the States into
some degree of parity. This comes out as the hest level to start with-—
and I am talking now about the floor, as against the ceiling which you
have heen talking about. The amount paid will fall between the two, as
we have ontlined on these charts,

Senator ILaxsex. Is it your feeling that this amount of money wonld
buy, ezsentially the same goods and services the country over, or do you
believe there may be differences in the various regions?

Necretary Fixcin Clearly, as your question suggests, there will be
regional differences. Such differences now exist. We think that the
State legislatures and the lesser governmental units consider those dif-
ferences, But this gives them a base to work from.

WORK PROGRAM AND JOB OPPORTUNITIES

Senator ITaxsex. Do you feel that the =uecess of this program, the
new divection and thrast you are giving it, will reflect in part the job
opportuntties that exist in the eountry?

Seeretary Fixcir, Well, T know that Seeretary Schultz, when he tes-
tifies, will have a good deal of information on how, with their com-
puter banks and so on, they can more effectively find people who would
he affected under our family assistance program and get them to ex-
isting jobs, This is a problem that many of the other Senators wers
direeting their questions to.

So, yes: we think this plan is a better mechanism to pick up people
in the target areas we are trying to reach, and to pull them into the
existing and anticipated manpower training programs.

Senator TTaxsex. From time to time, T am sure most of the Mem-
hers of the Congress have heen appealed to by their colleagues to join
in support of legislation which wonld protect the domestie industry
to come degree.

Just vecently the junior Senator from New Hampshire, Mr. Me-
Intyre, wrote to me inviting my cosponsorship of legistation he has
introduced which wounld establish some quotas in the areas of textiles
and shoes, THs feeling, as T gathered from a reading of the bill and the
statement that accompanied it, was that the threat posed by more
cheaply-produced import< conld dev up jobs in this country and could
bring ahont come disruption and perhaps even in some areas an elimi-
nation of certain industries,

Do vouhave a concernin thisaren ?

Seeretary Fixern We certainly do. You ean't disns<ociate this nrob-
Teni obvionsly, from the import-export situation we are faced with in
avariety of areas, including vour own State.

Senator Thaxsen. Would it he your feeling, generally, or T shoulidn't
gay generallv, but would it be your feeling that American industry
pays higher wages than are paid in practically any other country
inoa given industry throughont the world and contributes more in



taxes insofar as the cost of the product article they offer on the market
than would be true in mq)mtd

Secretary Fixcen, T suspeet that to the extent you conld generalize,
that would be true. 1 have not had an ()ppmlumt\ to look wwntl\ at
the British situation, but in most countries that would be certainly
true,

Senator Haxsex, 1 understand some elements of the electronic:s in-
dustry have plants just over the border in onv neighboring country of
\Io\lm whetre wagex e not even appumnmnw owr £1.65 an hour
minimum wage or “whatever it e Wy be that is paid to faivly productive
workers.

Secretary Fixew. That is true.

Senator Haxsex. And they may pay perhaps= not morve than a fifth
of what we are paying in this country, Had you heard that /

Seeretary Finca. I have heen there and seen them. That is trne.

Senator Haxssx, Does this propose a threat, in vour judgment. to
the sort of emplovment und the level of earnings that, as Secretary
of Henlth, Edueation, and Welfare, vou are commitied to tey to re: wh'?

Secvotary Fixen. I don't feel that my job ix to achieve « certain Jevels
with regard to salaries, or to get into the minimum wage problen.
That l\t]l(' job of the Secretary of Labor.

What w ¢ are try ing to do iz cveate 1 favorable elimate through our
various programs in “edueation and health, and in this case zeroing
in particularly on the fanily unit and the child,

Senator Haxsex. Tam atraid Tdidn't state my question very well.
What I meant to say was: Recognizing that we have had a rather sub-
stantial number of people mnpln\m[ in the United States in industries
which now seem to he moving out of the country, and beaving in mind
alko the fact that there is a very significant market for the type of

radio or whatever we may be dll\m'r about that is manufactured
.lln'(md my question s, Daoes the great (Ilsp.un\ hetween wages paid
by these industrie<in America and that tha may be paid by industries
in other conntries, concern you! Do you view it ax a threat to the
type of full emplovment and’to the type of wage levels that you would
hope may come about if you aye to achieve the goals that T assume are
in vour mind as you present thishill/

Seeretary Fixero Well, T wonld say that the danger vou raise is m
very real one, but 1 don't see this bill as confronting that prohlem. I
don't think this Hilt would subsidize cheap labor, Certainly that is
not its purpose.

Senador Hassexe If T could interrupt yvou, T did not mean to
haply-

Seeretary Fixen Someone rai=ed that question, but we Jdon’t see
it that way at all.

Senator Hax<ex, Well, my question was. without any reference to
thix bill: doex this direction w«-nmwl\ in which onr couniry has gone,
Towering taviff harriers and imposing very Tittle restraint npon mmmh
from arens where wages are substantially lower than they arve in this
country. do these thines coneern Yo ax possibly reducing the number
of jobs that might be available In this country o as to bring abont
the full tm):ln\mvnt that T assunmie you would like to see ns have heve?

Seeretary Fisen, The answer iz # Yes,™
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Senator HansenN. I don’t have any further questions, Mr, Chairman.

Senator ANpersoN (presiding). We will now adjourn and we will
reconvene at 10 o’clock tomorrow morning.

(Whereupon, at 4:30 o’clock p.m. the hearing was adjourned to
reconvene on Thursday, April 80, 1970, at 10 o’clock a.m.)
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CoMMITIEE ON IINANCE,
Washington. D).C.

‘The committee met, pursuant to recess, at 10:08 aan., In room 2221,
New Senate Office Buil\ding, the Honorable Russell B, Long (chair-
man) presiding,

Present: Senators Long, Anderson, Iarris, Dyrd, Jr., of Vir-
ginia, Willtams of Delaware, Bennett, Curtiz_ Jordan of Idaho, Ifan-
nin, and Hanven.

The Cristzsrax, T will now eall this Learing to order.

There were ~ome questions that members of the committee wanted
to a:k of the Recretary, but yesterday we did not have the oppor-
tunity to eall upon all Nenators present. In addition to that, there
were some necessary record additions at that time. For that reason,
we will call upon those who did not have an opportunity to interrogate
the Necretary yesterday.

Senator Curtis is recognized.

Senator Cerres. Thank yony Mr. Chaiviman,

Mr. Seeretavy, perhaps many of the questions that T ask T might
know the answer to, or there might not he any answer available. Never-
theles, I want to ask them for the record.

ADDITION O EMPLOYED PERRONS TO WELIFARE ROLLS

[ was impressed yesterday by the fact that Senator Ribicoft pointed
out that this was a new turn in welfare legislation, that we are
coing to break with the past and chart a new course for the future.
He said that in substance. Tf that is true, and I believe it is, we are
perhaps legislating upon a systemn that will be with the country for
a long time. I am in sympathy and in accord with the announced ob-
jectives of the President of the United States to establish payrolls,
not relief rolls, to give an opportunity for those people on relief
to become employed. But T have some questions about the hill which
the House sent over to us, that it will not accomplish this. It is with-
in that purview that I ask the questions,

My first question is how many fully employed people not now on
welfare will receive a welfare check Tf this THouse bill is enacted by
the time it is in full eflect ?

(261)
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STATEMENT OF HON. ROBERT H. FINCH, SECRETARY OF HEALTH,
EDUCATION, AND WELFARE, ACCOMPANIED BY JOHN G. VENE-
MAN, UNDER SECRETARY: ROBERT PATRICELLY DEPUTY
UNDER SECRETARY FOR POLICY; CHARLES E. HAWKINS, SPE-
CIAL ASSISTANT TO THE ADMINISTRATOR FOR LEGISLATIVE
AFFAIRS, SOCIAL AND REHABILITATION SERVICE; MICHAEL
MAHONEY, DIRECTOR, PROGRAM EVALUATION, FAMILY ASSIST-
ANCE PLAN: AND JEROME M. ROSOW, ASSISTANT SECRETARY
FOR POLICY, EVALUATION, AND RESEARCH, DEPARTMENT OF
LABOR

Sceeretary Fixerr. OQur estimate is that 7,300,000 people in families
of full-time workers wonld he eligible nnder the family assistance plan,

Senator Cerris, 7.300,0007

Mr. Vexesax. That would be the entire family.,

Secretary Fixen. That is the number of families involved who
are covered under family assistance where the head of the honsehokd
ix a full-time worker.

Senator Cerris. And how many workers would that bet

Secretary Ifixcir, The number of families covered where the family
head is working full time is 1.3 million. That is 33.8 pereent of the
total program. The number of the so-called working poor who would
be affected by the program we are discussing is 7,301,000,

Senator Currs. This is a far-reaching proposal. beeause that is
going to place on the relief rolls abour five times as many pesple
as live in the State of Nebraska.

Secretary Iixcrn, Well, T would hope. sir. that we could get a
change in terminology. Tere we have suggested the term “income sup-
plement,” but we do have an attitundinal problem——people will tend to
regavd this as relief.

Senator Curtrs. Yes.

AGE OF WORKERS ADDED 'O WELFARE ROLLS

Now. what is the average age of those workers who are heads of
houscholds that make up this numnher?

Secretary Iivern We will try to complete the record for you. Sena-
tor. The only breakdown we have at this point is that 98 percent of
the families we have just discussed—families with a fully-emiployved
male head—are Tess than 65, We will have to get vou a further
hreakdown,

Senator Cerris. You do not have an average nge ?

Seeretary Fizen. Not vety ~ir. We will get that.

Senator C'urris. You do not have the median age?

Seeretary Fiver. No,siv: we donot *

Senator Curris. How many families live within an urban area?

* At presstite, June 11, 1970, the material had not been received from the
Department of Health, Education, and Welfare.
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Myr. VExEMAN, Senator, we do uot have information on age for the
working poor category, but I can give yon an age distribution of the
mothers that ave now on AFDC.

Senator Curris. T am directing my question to the new people that
will be brought in.

Mr. Vexexan. About 30 percent of mothers now on AFDC are
between 31 and 40, 30 percent between 21 and 30, and the rest between
41 and 50.

Senator CourTis. That does not follow at all. ADC is paid to mothers.
You have to take into account the usual child-bearing age, and the
lapse of a number of vears until the children are no longer eligible,
You may come up with an entirely different age when you consider
employed heads of households that are not within the definition of
aid to dependent children.

Mr. Vexeymax. The reason I think there may be some parallel here
is hecause the existence of a child in the family is a requirement for
the working poor.

WIHERE FAMILY ASSINTANCE RECIPIENTS LIVE

Senator Cerris. T will go back to my other question. How many
people live in the urban areas?

Secretary Frxomn. Senator, in the yellow hook before you, tab 2,
page 7. of the 1,116,000 families, yvou sce the more complete break-
down. The yellow book is entitled “Selected Characteristies of Fami-
lies Kligible for the Family Assistance Plan.” You will see that aubout
60 pereent arve rural. Of those, 32 percent of the people are farm; 28 per-
cent are nenfarm: 39 percent are urban. That breaks down into cen-
tral eity, 15 percent; urban fringe, 12 percent, and outside (roughly,
cities from 2,500 to 50,000) another 12 percent.

Senator Crrrrs. And that ison tab 27

Seevetary Fincerr. Tab 2, «iv: page 7.

Senator Currrs, Then it is your estimate that 39.4 peveent, almost
10 pereent live in urban areas?

Seeretary Fixcin Yes, sir,

Senator Crrrrs. And what is your definition of an urhan area?

Necretary FFixcemn. Tt is the standard census definition.

Senator Crreris. Do you know what pereent of them who live in
urban areas are in arveas of high unemployment, =o that we would
have reason to believe that their cconomic plight is because jobs are
not available rather than because of the deficieney in skills and train-
ing of the individual involved ?

Secretary Fixer. T do not think we have that information at this
time. We have some employability figures under tab 4, but they do
not go to the geographic problem.

Senator Curris. Now, in reference to the rural. you have roughly
i0 percent. 32 percent are farm and 28 pereent are nonfarm. Now, I
presume for farm, you followed the traditional eensus definition of a
farm?

Seeretary Fixcir That is correet, sir.,

Senator Curris. And nonfarm would be small towns and cities?

Secretary Fixcu. Yes, sir.
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Senator Curris, Now, in reference to the nonfarm rural, these em-
ployed people with a tow income, what percent of them ave Hving in
an area of high unemployment where the opportunities are lacking
and what percent ave in their predicament hecause they Inck training
and skills?

Secretary Fixenn Again. we will endeavor to get the best informa-
tion we can from the Department of Labor and the Department of
Conmierece*

Senator Cirrts. Do you have it in reference to the nontfarm rural?

Secretary IFixeir. No, we do not § sir.

Senator Crrris. Now, in reference to the rural and those people
who are living on the farm, how many of those derive their total
income from farins and how many of them have a combination of
farming and some employment ?

Secretary Fixci. We will get that material for you, Senator. We
will have it for you within a few days.*

PROGRAM PROJECTIONS BASED ON 1966 SURVEY

Senator C'urris, Now, these figures that you have sulmiitted, are
they the result of an actual check. or how were they arrived at?

Mr., Patricenrs, These were tabulations done from the Oflice of
Feonomic Opportunity special survey that was condneted in 1066,
It hasheen updated by census projections to--—- -

Senator Crares, Updated by whom?

Mr. Parriceerr. By the Oflice of Economic Opportunity. There
was u speeial =urvey, asking questions that the census does not ask.
It was based on a 1966 survey, including 30,000 families nationwide.

Senator Crrris. Were there 50,000 families in the vear 1966, or
i=that the original phus the updated ?

Mr. Vexesmax, The number of families did not change. The in-
formation was updated.

Senator Cenris. The updating is not based upon interviews.

Mr. Parricerer The updating was baxed upon applyving to this
group the Census Bureau surveys on what was happening to the
population as a whole. T am infornied that the interviews were actuatly
arried out in 1967,

Senator Crrris. What information did yvon get from the Census
Bureau since 1966 concerning the employment status and income
status of these people that could update the QOEO survey?

Mr, Vexearax, Nenator Curtis, I think if you will look in the
introduction of the vellow book, it gives an explanation of how the
information was developed.

Senator Curris, Tnowhat year was the updating done ?

Mr. Pareicrrnn Senator, we can ask Mr. Mahoney to give vou de-
tailed answers on these. The actual interviewing was done in 1967,
asking families to report on their 1966 status. Then, hased on those
mterviews, the projections were made using Census Bureau data,
Burean of Labor Statisties data. come information from the National
Planning Association, administrative data—all of these things that
we could collect on known frends in income and employment
information,

* At presstime, June 11, 1970, the material requested had not been received from
the Department of Health, Education, and Welfare.
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Senator Currix. In how many Statex did the OEO  conduct
interviews?

Seeretary Fixcen, We will get you the figures you want,

Mr. Manoxey. Senator, the survey was meant to be a national
survey. It is possible that one or two of the very low population
States were not actually interviewed. T will have to check and get
a count on those States,

Senator Curris. Will you supply that information for the record?

Secretary Fixen. Yes*®

EXTERIENCE OF TOOR FAMILIES UNDER PRESENT LAW

Senator Curris, ITow many of these people who will go on family
assistance program have asked for some assistance ot some kind in
recent years and been denied ?

Secretary Fixcn. We could not provide meaningful figures on that,
Senator. We are talking about the working poor. It would be a very,
very small percentage. I would think, just on the basis of our own
experience.

My, Parricennn, Al we could provide in this case would be the ac-
ceptance or rejection rates in connection with the AFDC program
itself. We do not have any data on the working poor, who were not
cligible under the previous system.

Senator Curris. Why do people hang onto a job that pays a sub-
standard wage and hang onto it year after year, probably throughout
their life?

Secretary Fixci. T would think they get some sense of fulfillment
out of it. Yet they are hampered by lack of education, lack of motiva-
tion, lack of exposure to training opportunities.

DESERTION RATES AND AID TO FAMILIES WEFH UNEMPLOYED FATITERS

Senator Curtis. But this large group that we are talking about
somehow hung on and did not desert their families?

Mr. Vexesan. Senator, when the ADC program began, something
like 20 to 30 percent of the families were those where the father had
left because of separation or divorce. Now that figure is up to 70 per-
cent. But partly this is beeause social sceurity has taken over on the
death and disability cases. Seventy percent of those that are on the
present AFDC caseload, are female-headed houseliolds because of
separation, divorce or desertion.

Senator Curtis. All right. How does that 70 percent compare, or
the percentage. whatever it is, in those States where AFDC is granted
to unemployed fathers as well as where the father is absent from the
home?

Mr. ITawkins. Well, Senator. in the States that have AFDC-UP
vou have had a very rapid turnover in the unemployed father group.
The average duration of receipt of assistanee by those families has
never exceeded § or 9 months, There arve restrictions in the law since
1967 that prevent overlap with unemployment compensation, <o you
are usually in the latter stages of a p{mse of unemployment.

* At presstime, Jane 110 1970, the material requested had not heen received
fromm the Department of Iealth, Education, and Welfare.
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Now, to a very large degree, and certainly to the extent that these
people have heen in urban areas, they have been very heavily put in
training and work projects in the last couple of years.

Senator Crrris. Now, how many States give AFDC benefits for
unemployed fathers, thus removing the temptation for desertion?

Secretary Fixeir 23, sir,

Senator C'urris. You do not need to read them off, but insert them
at this point in the record. T know they are available, but I want them
at this point.

Secretary Fixcirn Yes, sir.

('The information follows:)

A ro Fasminies WitTH DEPENDENT CHILDREN OF UNEMPLOYED FATHERS AS
ReprorTED MarcH 31, 1970

I"lan in operation—24 jurisdictions,

California Maryland OKlahoma
Colorado Massachusetts Oregon
Delaware Michigan ’ennsylvania
Tuam Missouri Rhode Island
Hawaii Nebraska Utah

1linois New Jersey Vermont
Kansas New York Washington
Maine Ohio West Virginia

Senator Crrris, My guestion is this: How does the desertion rate
compare in those 23 States with the other 27 States where theoretically.
« father has to absent himself from the home in order to get a relief
benetit ? ’

Mre. Iawkins, The proportion of the caseload in which the father
is nhsent ix slightly lower in the States that do not have an unemployed
father program. Now, that says nothing about the desertion rate.
There are data contained in the House report going from 1961 to 1967
which indicate that during this period in which the unemployed
father program was in aperation, if you consider all States, the pro-
portion rises slightly; if vou exclude New York, which is a rather
atvpical situation in some respects in the last few years, for the other
States with an unemploved father progeam, theo. hasx been less in-
crease, some drop, between 1961 and 1967,

Senator Crrrrs. T want to make sure T understand what you said.
You say caselond shows that the family break-up or absenteeism of
hreadwinners is less in those States that do not provide AFDC bene-
fit in case of nnemployed fathers?

Mr. Hawkins. No, sir.

Senator Curris. T thought that is what you said.

Mr. ITawkivs, No. T said during the period that the nnemployed-
father program had been going on, you had a slight inerease in the
States which do provide unemployed-father aid.

Senator Currrs. ITn other words, the family break-up is growing
faster in those states where they do provide a benefit if the father stavs
home? ‘

Mr, Tlawkiys, Tt isif you include New York State.

Senator Currrs. That is part of the United States.

Mr. Hawkixs, Tt is,
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Senator Curris. Now, New York is a high-paying State from the
relief standpoint, is it not /

Mr. Hawkins, Relatively so, yes,sit, one of the highest.

Senator Crrris, And they do pay AFDC benefits to unemployed
fathers!?

Mr, Hawiixs, Yes, sir.

Senator Curris. That means that if a family is facing a desperate
situation, the father does not have to struggle with the decision, must
I leave my family in order for them to get welfare benefits, is that not
correct !

Mr. Hawkins. That is right.

Nenator Cureis, Is it not true that in addition to the benefits provided
under AFPC, there are certain State benefits available.

Me. Hawkaxs, For other families, ves,

Nenator ('vrris. Ts it not also true that in addition to cash benefits,
in the State of New York, they have very generous benefits in reference
to medicaid and other programs for people of low income?

My, Hawkins, Particularvly medicaid: yes, sir.

Nenator Corris, Aud housing ¢

Mr, Hawkins, The housing benefit is simply a question of whether,
if the proportion who use public housing had to buy the housing in
the private market, they would probably have to pay a higher cost for
it. It is a benefit in terms of somehat better housing at a rate that the
welfare agency will include within the payment,

Senator Curris. Does New York have an aid program which has
been traditionally deseribed as general aid, welfave

Mr. Hawkins, That is what it would be generally called. T think
they eall it home reliet, ves.

Senator Cvrris, Now, what is the situation in New York in reference
to famiiy break-up?

My, Hawkiss, It is an extremely complicated situation, Senator.

Senator Cerris. Well, how do the numbers add up? Because of this
tremendous welfare program and genevosity, has it attained the ob-
jeetive that many people ave interested in of lessening the number
of family break-ups?

Mr. Hawiins, 1 do not think it can be demonstrated that it has.

Senator Crrris, Not aceording to the fignres?

Mr. Hawkixs, On the other hand, 1 think there are many interpre-
tations that can be placed on those figures, No one knows what it would
have been without that program,

Nenator Cerris, Of all the family break-ups that oceur in the conn-
try, do you have any figure, any hard information, indicating how
many of them break up beeause of the operation of our welfare laws?

My, Hawkins, No,sir,

Senator Crrris, Someone has saild, T guess it s true, that 50 percent
of the marriages in Los Angeles County hreak up. Does that have any
relationship to the welfare program!?

M. ITawkixs, [ think we have some people here who know more
about California than I do. I always suspeeted there were other rea-
sons out there.
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Secretary Fixcu, We are here striking at the possibility that vou
have a prima facie incentive and a veward for family break-up. Let us
climinate that possibility.

Senator Curris, Well, I doubt very much if you have. I know a lot
of poor people and they ave the finest people in the world. They have
just as much family devotion as any utLer economic class, ‘The fathers
are just as dedicated to their wives as any other class. They are just
as determined thet ihey should be self-sustaining and send their chil-
dren off to school vvery morning, get the lift from the feeling that they
are self-sustaining as any other economic group. I do not have figures
to show to what extent other activities encroach upon the lives of the
poor that in turn lead to family break-ups and I am thinking of such
things as alcoholism, drug abuse, and the like. But no one has come
up with any figures or any plausible theory to indieate that it is not
basic loyalty and love within a family and morals and devotion to
their marriage vows that keeps families together. T cannot think of any-
body who might be supporting a family of four who works all day long
and only makes $2,000 a year who is willing to violate their wedding
vows and desert their children in order to have the U.S. Government
give them 8700, 1 have a higher regard for those peaple. and T think
that the big play that has been made in this presentation of family
break-ups is withont <tatistieal support. i= without logical support, In
fact, the contrary is true, that the high relief States have had a more
rapid growth in family break-up and that there are other eauses in-
volved. That is why, while I am for the objectives of the President,
I think that in conneetion with the bill sent over to us, there ~ « lot
of work yet to be done.

Secretary Fixen. Senator, T conecede that there are a lot of other
causes involved. But we get back to the hard fact of the present AFDC
caseload. Roughly 41 percent involve either divoree, legal separation,
separation without court decree, desertion, not married to the mother,
in prison, or absent for some other reason.

We are not saying that we have a panacea here. But we have hard
fignres with respect to the present AFDC caseload.

Mr. PatricerLt. We can provide for the record, Senator——

Senator Cukris. We are under the 10-minute rule, but T will have
some more time tomorrow, Monday, or Tuesday, however long it takes.
But I will just read one thing from the committee report of the House
of Representatives, page 28. Tt says:

Between 1861 and 1968, marital status of the city's AFDC women changed
considerably—

This is New York City—

The number of AFDC women whose husbands have deserted them rose from
12,138 cases in 1061 to 52,885 cases in 1967, a 335.4-percent increase, as com-
pared to the total increase of 159.7 percent between 1961 and 1967.

Thisicasurvey for—it was done by ITEW,

I have exceeded my 10 minutes,

Seeretary Fixcn. Just to further respond to that, if T may, Senator,
we will supply for the record clear national data to show that familv
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stability varies directly with income and so does illegitimacy. I can-
not give yvou those figures now, but we will have those for you.*

Senator Curris. Well, that may show something and it may not
show all the picture. It may show that the family income is the domi-
nant factor, but it may also show the moral tone of the community
involved, the wave of promiscuity, the educational level, and countless
other things are factors. I helieve that HHEW testified before the Ways
and Means Committee that the reason for family breakups was com-
plex; is that not correct?

Secretary Fixcu. Oh, you are absolutely right. No one will dispute
that, Senator.

Senator Cortis. Well, when I get some more time, I want to find
out how many of these new people who will go on the list live in my
State, because I would hate to insult them and say, “We are pa]ying
vou this in order that you will be loyal to your wife,” because I think
they are loyal now.

That is all, Mr. Chairman.

The Cuamraran. I will yield my turn to Senator Williams. Ile did
not have the opportunity to ask all the questions he wanted to yester-
day. We took some liberty on this side of the aisle because one Senator
could not be here and for various other reasons, so the Senator could
have a justifiable complaint if he said he did not receive sufficient time.

Senator Williams did want to get some additional information and
I hope he will be accorded such time as necessary to get the answers
to the questions he has this morning.

COMBINATION OF WELFARE DBENEFITS UNDER THE BILL WITH OTHER
DBENEFITN

Senator WirLLas, Thank you, Mr. Chairman,

I did ask the Secretary to bring some charts and T understand they
are going to put them on the screen.

These statistics were compiled at my request by the Department and
I appreciate their cooperation.

For a check, T took the State of Arizona-—my own State—Illinois,
and New York. The questions I raised were that you had to look be-
vond this bill and the State supplement and take into consideration
the food stamp program that would be available as these people were
triggered in as eligible for family assistance. That is in effect welfare,
and it triggers in medicaid. T wanted the average of medical assistance
for these fumilies. It also triggers in, in so many cases, public housing
which would give them a total income larger than it looks.

You can start with whatever chart you wish. The first one is Phoenix,
Aviz. That does not have medieaid and will not be as mueh of a dix-
tortion. That is the first table that was done, anyway.

('The table referred to follows:)

* At presstime. June 11, 1970, the material requested had not been received
from the Departinent of Health, Iducation, and Welfare.



TABLE 1.—COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FANILY !N PHOENIX, ARIZ!

Average

Food stamp medical ven- Total income: Cumulative
bonus or sur-  dor payment  Public hous- money and marginal re-
State  Total money Federal State income Social plus com- per AFCC ing in-kind {rom duction rate
Earnmgs FAP benefit supplement? income  income tax? taxt secunity tax¢ modnly value s family 7 bonus ! all sources {percent)

0.. $1,600 $524 $2,124 . $1, 260 $3,825
$720.. 1,600 524 2,844 . 1,164 4,412 18
$1,000. . 1,460 477 2,937 . 1,152 4,478 76
$2000. . ... .. 960 310 3,20 1,068 4.675 80
$3090. .. ... 460 143 3,603 1,008 4,455 78
$3.866. . ... I 21 L 3,893 960 4,643 78
$3.920 (FAP breakeven).... .__........_....... . ..... R 3,920 948 4.647 93
$4,000 e o s 4, 000 936 4,700 34
$18 273 e 4,747 96

$5.250 (State breakeven). ... ... ... ... ...... 5,250 212

L A woman with 3 mimor chtldien where State pays $3,856 to a fami'y with no other income.

# Calculated according to the family assistance State supplementary formula, but assuming exercise
of secretary discration to hald reducthinn rate to 67 percent, as autharized in sec. 452(bX2).

3 F;‘eieral incama tax calculated on the basis of the tax provisions in effect in 1972, assuming no
surcharge

‘ Cunent State tax schedule.

s Social security tax of 5 2 percent will be in elfect Jan. 1, 1971,

& Anizona has no food-stamp program, but has a surplus commadity program with an income
eligibihty ceiting of $3.072 for 2 famuly ol 4 with no earmings and $3,552 for a similar tamily with
earnings Not all eligible families parhcipate in the commodities program Such famnilies” benehts
and cumulative reduction rates would be lower.

7 Arizana has no title XIX program.

$ Public housing bonus 15 the public housing agency eslimate of comparable private market rental
(51,680 yearly) minus amount of public housing rent paid. Calcutated for 3-bedroam unit from data
supplled by focai housmg authority, including any allowable deductions for employment cosls and
payroll dad ons, but not tncludi duclions for day-care costs, health-related expenses, earnings
ol minors, or any other deductions allowed. Maximum admission limit is $4,200 of countable income;
for cantinued occupancy $5,250. These figures should be used with caution since the great share of
AFOC recipients do not live in public housing, and hence would neither receive subsidized housing
or face the high cumulative reductian rate Precise figures unavailable for Phoenix, Ariz,, of number
of AFDC reciptents living in public housing.
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Senator Winerams, Mr. Secretary, 1 think we establizhed yesterday
in the record that while generally speaking and in an overwhehning
majority of caves. these so-called families of four will be headed by the
mother and the four children, in some, the father is the head of the
household and the mother has passed away or gone and you still have
three children, The same formula would be in effect for the father and
three children; is that vight ¢

Secretary Fixcin Yes, sir,

Senator Wirrians. I will let them proceed to explain these chart=,
I think they can explain them as well as they did before.

EFFECT OF BILL LN PHOENIX ARLZ.

Mr. Parricenit. While we are getting the projector set up. Senator,
1 would like to ask the Senators to vefer to the materials that are in
the blue booklets that were passed out this morning and all of thexe
charts that are in reproduced form for you.

It is important, before getting into the specific numbers on the
table, to understand from the footnotes the assumptions that had to he
made to put together a table like this.

From the first footnote, you will see what the AIDC payment level
Is now in J\rizona for a family with no other income,

Second, footnote number two states that the so-called reduction rate
that will be applied to the state supplemental pavment in excess of the
family assistance benefit is assumed to be 67 pereent.

Third. we did use the Federal inconie {ax figures hased on the new
Taw and projecting ahead to 1972, when the new deduetions and exemyp-
tions and rates would be fully eflective.

Fourth, the State income tax, on the other hand. was hased on the
present tax schedule,

Fifth, the social security tax rate was taken prozpectively as of
January 1, 1971,

Footnotes 6 and 7 will vary for each of the eities we ave going to
discuss,

Tror Arizona, as Senator Williams has stated, there is no food ~stamp
program. but there 1= a commaodity program. In this case. we are using
the figures that relate to the value of the particular commaodity pack-
age that is supplied in Phoenix, Ariz.

Senator Winntaoes, And Arizona is not in title NINL ax T under-
stand, 50 1t would be somewhat ditferent.

It does not trigger in the medieaid. which 1t will do in the other
States.,

Mu Parricernr That is corveet,

Senator Winniavs, And these charts ave bused on the assumption
that the bill would be approved and passed in identieal form as it
came from the House committee, with no recommended modifications,
Thisis just on that asswnption,

Mr, Vesearan. That i correct.

Mr. Parmerent Footnote S relates to the public ion<ing honus, That
was caleulated on the basis of three-bedroom nnits, from data sup-
plied by loeal housing anthorities. As i pointed out in the footnote,
maximum admission Timit for family income in Phoenix i~ $1200 a
vear of conntable income, 11 vou have conntable incone nnder 81200
in the first place, you ean get in, Onee yor are in publie houzing, your
income may rise to 20250 before you are cjected from the project,
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We do not have, for Phoenix, precise figures as to the number or
percent of the AFDC recipients who are in public housing, but it is
presumably low, probably under 20 percent.

You see in the far left-hand column a series of numbers relating
to earnings that the family can have. We know that $£3.866 is the so-
called State break-even point—that is, the point at which the State
supplemental payment would tail off to zero under the new program.
Then $3,920, as we have stated in testimony, is the family assistance
break-even point. That is the point at which, again, the reduction
formula reduces the benefit to zero as earnings go up.

I think the table tends to be somewhat self-explanatory. The last
column, which is off the screen, is an important one that has to do
with the cumulative reduction rate (or, if you wish, the mavginal
tax rate, in economists’ lingo) which appfies to earnings over the pre-
vious increment of earning.

In other words, you see, for earnings from $720 to $1,000, the
individual is facing a marginal reduction rate of 76 percent, That, I
repeat, is the marginal rate. That is not the average rate. If someone
were considering accepting a job that would take his earnings from
zero to £1,000, the rate would not be 76 percent: it would be an average.
It would be a weighted average of the 18 percent and the 76 percent
that follows it in the chart.

WORK DISINCENTIVES UNDER THE BILL IN PHOENIX. ARIZ.

Senator WirLtass. I'f I may, perhaps I could explain it the way it
looks to me and then you correct me if I make an ervor.

Take the first line and start out. with $1,600 and the family of four
gets $1,600. That figure is fixed in our minds. But in Arizona, that also
trigoers in State supnlement, 8524, which is paid on the basis of 70
and 30 in this bill, as T understand. That would bring the total money
income to this family, doing nothing—no work—up to $2,124, but
they would be eligible for $441 in food stamps. There is no medicaid,
but public housing assistance valued at $1,260 per year, for a total
of $3,825 for this family of four: if they earned $720 which is not
counted, except there would be social security tax on it, they bring their
income to $4,412, But if they increase their earnings up to $3,000 at
that point, they still only have $4,455, or less than they would have if
they worked for $2,000. If they raise their income from $2,000 to $3.000
they have $£,675 of total income—that is cash and in kind. But their
total income drops down $220 by earning an extra thousand dollars.
If thev work up and make $5,250 after taxes their income is $4.747.
But if they make only $£.000, they have a total income of $4700. So
they really do not, by adding on the $1.250 income, they only increase
theirincome by $47.

The point is what incentive is this to work?

T think if we move over to the next chart where you trigger in medi-
caid, it would show it more glaringly.

Senator Curxris. Mav T ask a question ?

Senator Winntass. Yes.

Senator Crrris, Ts it true that if they go out and work and make
€3.000, thev will only oot €200 more than if thev make nothing?

Senator Wirrrays, That is correct.

Mr. Patrrcernn, Again, T would repeat, Senator, we are talking
about something less than 20 pereent of the ATDC caseload that may
be in public housing.
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Senator WiLriays, That may be true, but these can be triggered in.

My, Parricerrr That is correct.

Senator WinLiaxs. If some of the proposals that ave before the Con-
gress are accepted, there will be public housing for all of them any-
way. These are all hypothetical cases but they can be in under the bill,

Senator Curris. Are they limited to AFDC cases?

Senator WirL1ams, They would be limited to this bill: yes, sir.

Senator Curris. No: are they limited to AFDC cases or everybody
who comes under the bill ?

Mr, Patricerrt. This would be limited to female-headed families
or male-headed families where the father was unemployed (so-called
UT families). The working poor would not be properly shown on the
chart becanse they do not have the State supplemental payment.

Mr. Vexemax. Nor are they eligible for mediecaid.

My, Parricrrni. That is right.

Senator WirLtayms. Do you want to move over to chart 27

Mr. Parricrnin This of course, is what would happen under the
present law, with further complications and problems,

Senator Wirnias. T understand and we understand that the pres-
ent law has<alot of notehes which we are trying to correct.

In order not to take more time than is really properly due me, T
wounld like you to explain just this. Forget the present law and let us
talk about what we have to correet it, We know what the present law
is. We spent most of yesterday talking about it. T can see the present
Iaw does have these noteltes and needs to be corrected, but I want to
point out to what extent, if any, are we correcting them and point
out the fact that we arve still only putting in notehes in a different
place. So these notches—this isall in the bill.

EFFECT 01" BILL IN WILMINGION, bLL,

My, Parricsnni. Well, T am bound to say, Senator, that purzuant to
your request, we took. of course, the new Family Assistance Act. We
did not take, as enacted, the President’s food stamp proposals. which
wonld ehange the so-called cumulative rates to some extent. But again,
just trying to put it in a proper time sequence, this chart shows a
eity—in this ease. Wilmington, Del-—which does have a commodity
program (though not a foad stamp program) and does have the
medieaia program. Under present law, of course, the medicaid pro-
gran ents out at the point at which the 3014 formula euts out the
AFDC benefit. So vou see. it breaks right there aronnd $2.000, a little
hit over, in a sudden way. That produces the jump in the marginal
tax rute (or cninulative reduction rate) to 108 percent over that pre-
vious range of earnings. These are what we mean by notches, very
high disincentives to work, when one of these programs cuts out.

WORK DISINCENTIVES UNDER TUHE RILL IN WILMINGTON, DEL.

Senator Wirrianms. That is what T wanted to point out. Just to sum-
marize it,a family of four in Wilmington with no earnings has £3.366,
ineluding the £1.600 of the FAP payments. If they make 720, they
hring that up to 4109, If they arve earning 2,000, including medicaid
and food stamps, they have £3,821 income. But if they increase their
income from $2.000 to 3,000, they only have 83,736, Tn other words,
thev have about %100 le<< by earning K1LOO0Omore,

('Table 2 referred to above follows:)



TABLE 2. COMBINED BEWEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN WILMINGTON, DEL!
Average .

Food stamp  medical ven- Total incoine, Cumulative
bonus or sur-  dor payment  Publfic hous-  money and marginal re-
State  Tolal money Federal  State income Social plus com- per AFDC tag in kind from duction 13te
tarnings FAP benefit  supplement# income  income tax3 taxd security taxs modity value faimly 7 bonus 5 al! sources {percent)

[ . . $1,600 $188 §1.788 ... $661 $437 $480 $3,356
$720. 1,600 188 2,508 $37 661 437 540 4,109 )
$1,000.. ... . 1,450 141 2,601 52 661 437 540 4.187 72
$1,850 (FAP breakeven).. 1,038 2,885 9% ... . 437 540 3.766 190
2,960 104 437 528 3.821 63
3,460 156 . 432 3.736 108
3,920 $17 $12 204 348 4035 68
4,000 28 13 208 342 4093 18
6,450 417 60 335 - e e 5,638 37

1 A woman with 3 minor children where State pays $1,788 for a family with no other income.

2Same as table 1, footnote 2.

3Same as table 1, footnote 3,

1Same as table 1, foatnote 4,

5Same as table i, footnote 5. . X )

¢ Dzlaware has no faad-stamp program bul has a surplus commodity program with an income
ceiling of $2,580 net income (earnings less mandatory payro!l deductions). Not all eligible famities
participate in the commodities program, Such families’ benefits and cumulative marginal rates
would be lower. i

7 Based on estimates of medical vendor payments, May 1969. In view of the seasonal variation in
medical care costs, it was assumed that May 1969 represents tis of the annual 1963 paymants.

:ncqune ?ﬁg.b.my is AFDC cutoft for AFDC recipients or $3,000 for medicaliy indigent nonrecipient
amily o
8 Public hausing bonus is the public housing agency estimate of comparable private market rental
(§1,550 yearly in city leased housing) minus amount of public housing rent paid, Calculated for 3-
beiroom unit trom data supplied by local housing authority, including any allowable deductions for
employment costs and payroll deductions, but not including deductions for day-care costs, health-
related expeases, earnings of minors, or any other deductrons allowed. Maximum admission himit
is $4,800 of countable income; for continued occupancy $6,000 These figures should be used with
caution since the great share of AFDC recipients do no! live in public housing, and hence would
neither receive subsidized housing or face the high cumulative reduction rate For exainple, only
29 percent of AFDC recipients in Wilmingten, Del. live in public housing.
Thz i1crease ia the public housing henefil increases money income by 103 percent of earnings

[a)
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Mre. Parricrnn That is correct,

Mu. Vexeaan, That isif they are in public housing,

Sentor Wineiass, That is vight.

Mr. Vexeyax, We have to take all these ifsin,

The Crarsrax, Do you mind adjusting that machine to show all the
chiast in?

Me, Puoricrrrn Taun sorey, Me, Chairman, we cannot do it. The
chirt ixtoo big for the lighted area.

Senator Wieianms, If they earn $S£000 under this program if it is
enacted, they will have a total of 1,093 in cash expendable and public
housing —well, that is all that iz left--=1,003,

The Ciameyan, Let us get these exhibits o we can at least =ee them.,
I would ~ugurest someone move that sereen a little ¢loser to the wmachine
=0 we e focus the whole thing,

Mr, Parnicernra T would like to comply. Senator. The trouble ix the
slide i too wide for the top of the machine,

The Cratarax, Well, 1f you get the screen clozer- - -

Me. Parricrnin Tt isnof projecting, Senator,

The Cramarax, Well, it is better now. 1 ean see better now.

Senator Wirrnrass, We sointed out that a man who makes £2,000 i<
better off than if he make- 23,000, where he loses $100 of income. If he
takes 000, he has $E02° total of spendable income, or 816 less than
he would do if he only worked hard enough to get 5720,

Me. Parwicreer, Right,

Senator Winnrass, 1 just point ont these notehez heeanse we have
a disineentive to work built i here, when you take all these into con-
sideration. Those are the pointz that T think the committee ~hould
understand. He gets a pay raise and makes less money. e would he
hetter off just to =pit in the boss' face and make =ure he doe<in’t raise
his pay. In fact, he would be hetter off to tell hix hoss what he thinks
of Tin and get fired and then he has more money yer. I think these
notches have to be taken into conzideration before we can intetligently
act on this bill, That ix what T am trying to bring home to the
conmittee,

As hie said, T did pick Wilmington, Del, beeanze Tdid not wanft any-
hody to think T was picking ont their State or anyhody else’s, but 1
put my own State in it

Mr Parmcerer, This particular notel with the commaodity program
15 one of the reasons why the adiministration is trying to move away
from the commodity program to the food stamp program, which lias
@ arnduated decline in the value of the progeam to individual<. When
you have an abrupt dropot? Hike this, vou really huild in o very high
dizineentive to work,

[ vou ook at thix program with the President’s food stunp pro-
po=al. vouw see it starting with roughly £661 in stamps=, which waonld
declive onan even hasis to 8200,

Senator Wi, Bt when vou do that, yon add 2200 10 the in-
come of the man doing nothing up there, ~o he would vet more for
daoing nothing under the foold stamp program of the admini=tration
than he would nnder the present law<. And what i~ vour comment on
that ?

Mre. Parererenr, Welloas a nintter of fact, we cannot prediet what is
voing to happen, beeanse the ITouse vonunittee has apparently put a
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work requirement in the Food Stamp Act. So depending on the con-
aressional disposition of that, it may be very close in fact to the work
requirement of the welfare bill.

The Cuamyan. What is the point of requiring the man to go to
work if he's going to end up with less money? That is the point. Why
do that?

Mr. Parricern We agree wholeheartedly. A1l we have been able to
do in the Family Assistance Act is remove some of the notches. We
Lave not been able to rewrite the commodity program. the social se-
curity program, the food stamp, the medicare program.

COORDINATION WITH OTHER KINDS OF WELFPARE BENEITFS

Mr. Winnians, T sympathize with Seeretary Fineh. Ie is not able to
come up here with a complete answer, beeause the public hou-ing comes
under HUD, the food stamp prograin comes under the Department of
Agrienlture and so on. I think in handling this, we have to get all
the agencies in together and they have to cooperate. T do not think we
ean consider them separately. If we do, we are just going to keep
these notehes and all we do is shift the notch. You cannot et away
from the faet that, just using my own State as an example, a man or
woman making $2.000, they dare not go beyond that, because if they
do, they will lose money by doing it, They will actually lose money by
doing additional work. T think we cannot justify that. That is gen-
erally agreed.

Let us move on to Chicago.

Mr. Vexeymax. Let me say that in the Administration’s proposal on
the food stamp program, the Deparvtment of TTEW and the Depart-
ment of Agrieulture did work together. and as the income inereases,
the value of the stamp deevenses and we have eliminated that notch to
a great deygree.

Senator Wirriayms You have eliminated it in some way, but you
have increased it in other places, as T see it, We do not want to get
into this hypothetical way of speaking on this law. You wonld in-
ereage the take-home pay of the man who sits around and does abso-
Tutely nothing., Tt would inerease the premium even on this chart
for the man doing nothing. To me, that is the point that would have
to be taken into consideration.

Mr. Patrickrnt. T wonld beg to clarify, Scenator. that the Presi-
dent’s food stamp bonus--that is, the schednle under the food stamp
plan- —is already in effect. Tt has heen put into effect administratively
and the idea of £2460 is already in effect as to the food stamp piece
of it.

Senator Winniams, If it 1= it i< in this chart here, becanse these
charts were prepared night before last, <o they are not worth talking
about, because it is in the chart. Tf they are not in the chart, it is your
fau't. Your Department has heen working on this for the last 3 months
and we fust got the eharts within the last 48 hours, o T accept the
premise that they are based on the program in effect.

My, Parricerar, Thelieve it is.

EYTECT OF BILLIN C1HICAGO TLY.,

Thisis Chieago.
(Table 3 follows:)



TABLE 3 —COMBINED BENEFITS AND REDUCTIUN RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN CHICAGO, ILL}

Food stamp medl?g'le\::ﬁ? Total income: Cumulalive

bonus or sur-  dor payment  Public hous-  money and marginal re-

Earnings FAP benefit supplen?é‘;ttei Total oT&;‘:x]é mcorf»idgﬂ State inc?ﬂe‘ secunt?otfa'lfls mcv\'llu)tl;l sv:ﬂz"e\-l pe{aenF“DyC; Dom:ggi Ina'I(lI 1%&:3:; du'(:gg?c;:ll';
O $1,600 $1,628 33, 228 i iiaeeiiaean $408 $789 $1. 118 $5,541 ...l
$720. - - 1,600 1.628 3,948 . Ll L. $37 312 789 1L 116 6,128 18
$LO0O ... 1,460 1,581 4,041 . 52 312 783 1,116 6,206 1”7
$2,0000. .. ... .. 960 1,414 4314 104 312 789 1,116 6.487 72
$3,000 (FAP breakeven) __._ 460 1,247 4,707 . L . el 156 288 789 1,116 6,744 74
$3,820. il 1,094 5,014 $17 204 288 789 1, 116 6,986 76
$4,0000 .. .. 1,040 5, 040 P2 S 208 288 789 1,116 6,997 86
$5,000. . . oo .. 373 5,373 172 $t 260 288 789 1,116 7,123 87
$5,560 (State breakeven). . ... .. ... ... ...._.... ... .. 6,109 281

5,560 262

1 A womian with 3 minor children where State pays $3,228 for a famuly of 4 with no other income.

2Same as table &, footnote 2.

$Same as table 1, footnote 3.

«Same as table 1, footnote 4.

8 Same as table 1, footnote 5.

¢ Food-stamp banus is the difference between the value of the cuupan allotment and the purchase
price of the coupons. Based on current food stamp schedules, with mandatory payioil deduchons
subtracted tram gross income in determining purchase price and eligibility. Income ehgibihity himit
45 AFDC breakeven for AFDC recipients or $3,600 net for nonrecipients Not all eligible families par-
uctnpale in the stamp program. Such families would have lower benelits and cumulative reduction
rates.

* Based on estimates of medical vendor payments, May 1969. income ehgnbihly ceiling 1s AFOC
breakeven for AFDC recipients or $3,600 for medically indigent noarecipient family of 4.

¢ Public housing bonus is the public housing agency estimate of comparable private market rental
\$2,076Jeany) minus amount of pubtic housing rent paid. Calculated for 3-bedroom unit from data
supplied by lotal housing authority, including any allowable deductions for employment costs and
payroll deducttons, but not including deductions for day-care costs, health-related expenses, earn-
ings of minors, or any other deduction allowed. Maximum admission hmit is $6,000 of countable in-
come; for continued occupancy above $8,400. Since continued occupancy at higher incomes for
increased rent 1s permitted, no cutoff point for elrﬁmlmy for public housing 15 shawn in this table.
These figures should be used with caution since the great share of AFDC recipients do not live in
public houstng, and hence woauld neither receive subsidized housing or face the high cumulative
reduction rate. Approximately 18 percent of all AFOC recipients in Chicago, IiI, five in pub'ic nousing.

[
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My, Parricerrr, 'To refer again for the moment to the footnotes, to
draw the differences between Chicago and the other eities we have
looked at, the public housing—we do have a percentage here for AFDC
recipients of public housing. Tt is that 18 percent of all AFDC recip-
ients live in publiec housing, So this chart shows the situation for 1S
percent of the reeipients. We do have a food stamp and not a commod-
ity program in Chicago, <o that yon do see a ditminution of the stamp
bonus up to the point where, under the current schedule. there s a
steady pavment rate up toward the top of the food ~tmp seale.

WORK DISINCENTIVES UNDER PINE BILL [N CHICAGO, TLL,

Senator Wirrrays. But in Chicago the family of fonr gets not only
the £1.600 under this program. but they get at least 81,628 State =up-
plement, which is 70-30 financed, Federal-State funds. It gives them
a money income of £3.228, Thev get a food stamp bonus of K108, Their
average medical henefits of X789 and public housing of 1,116, which
means an income of ®5.541, That is for a family with no income what-
soever.

If they earn 8720 a vear, they have family assistance benetits of
K1.628, Tf they inerease their earnings from K720 to S5.560 under this
hill. they have a spendable income of 26,109, or 819 lexs than they would
if they sit in a racking ehair earning only 8720, Ts that not corveet /

Mr. Parricernr, That is eorrect, Senator: they wonld have less if
they earned R3.560 than if they earned $720, provided they get publie
housing, medical payments, and so forth,

Senator Wirrrams, They are penalized 819 heeanse they xo ont and
earn £5.500,

Is that correct?

M. Parricennr. That is correct,

The Cratryrax. How can anybody justify a situation where a fellow
eoes to work te help himself and his family and he makes £3,920:
hie et up to where his total income is 6956, and then if he makes
£1,600 more, his total income drops to 86,109, Now, how ean yon justify
the man having 8800 less after he makes 81,600 more? How do you
justify that 2 What possible fogic is there to it?

Mr. Parricernt. There is none, Senator. This is why we tried in the
TFood Stamp Aect to ereate a schedule which tails off on an even hasix,
But this should probably be done to public housing and to medicaid
as well,

The Crairarax. Tet me just ask you a question.

Senator, let me interrupt you for a minute.

Senator Wirniazs. Yes.

The Criamrax. We ave going to be conferring on a bill this after-
noon where the Commerce committee initiated a bill which has taxes
i it. So having initiated the anthorizing part, they then pass it over
fo us to look at the taxing part of it. Now, us a Senator, I am on hoth
those committees, but it does not make any difference if T am not on
either one. At the time we pasced that bill, we looked to see whether
the taxing part notches into the authorizing part and vice versa. So
the Senators on the authorizing committees eame to ns and said there
ave certain parts about the taxing phases they did not agree with.
We lnoked at their authorizing part and passed judgment on the top |
parts and by the time we get through, we will have worked out
something that makes sense all the way through. When we bring a



conference report in here, we will have conferees from the [Finance
committee seeing it as well as conferees from the Commerce commit-
tee. ditferent men all looking at the same package, saying, =AW vight,
we will aceept thiz” There ix no reason why we eannot do that with
this program. 1f we do. we will have a good bill. I we do not, that ix
what eatises constituents to ask, what is the matter with us up here?
They ave paying us well: why ean’t we work out something that
makes sen<e? You have sald it does not make sense to you .\ van
works and by the time he gets through, he has %800 les=. That does
not make any sense,

Senator Winriaoes, I appreeiate the connents and T want to make
it elear that while I asked for these charts to he put up. I would Tike
any member of the committee who has any questions to ask them., 1
do not consider this my presentation. I just wanted these called to
the committee’s attention =0 we conld get an understanding of the
problem.

It has been my position throughout life that if you have a prob-
lem, you have to lay the problem out eold in its worst Hght and then
we can sit down and intelligently =tart working ont a plan to solve
the probleny. You cannot solve the problem until you rvecognize it.

[ am not trying to diseredit anybody or embarrass anyvbody, but
ptting all these pragrams together does show these notches. In my
oph.ion, instead of an incentive to work, they provide an incentive
not to work, Even though it may. ax has been =aid, be available to
only 18 or 20 pereent of the people in one eity, we want that 18 to
20 percent. of the people to be trying to work off the relief rolls, not
on it If any member of the committee that has any questions at ali
ahout this. I want him to feel free to ask it. Don’t consider that he
is imterrupting me, beeause this is just a presentation.

Secrvetary Fixcn. 1 think Senator Hansen has a question,

Senator ITaxsex. Would you vield!

Senator Winniams, Sure,

Senator Iaxsex, If T interpret thiz chart on table 3 correctly-——-

Seervetary [Fizen. ITs that Chieago, Senator?

Senator Iaxsen. Yes, I gather that a person earning 2720 would
have a total income. money and in kind from all sources. of 6,128,
A person with carnings of £5.560 would have a total income. money
and in kind from all sources, of $6.109.

In other words, by earning $£.810 more. he would he 819 less better
off. Am I interpreting this chart correctly?

Mr., Vuxeaax. If he lived in publie housing.

Secretary Fixcu. And took advantage of these other options.

Senator Jorpax. Will the Senator yield?

Senator WiLLias, Sure.

ACCUMULNTED MARGINAL BEDU"TTON RATE MEASURE OF WORK
DISINCENTIVE UNDER THE BILL

Senator Jorpax. T do not understand the final column. *Accumu-
lated Marginal Reduction Rate.” 1T wish someone would explain that
to me.

Mr. Parniceris. That is an economie concept. It is the percent by
which your income is reduced by reason of the mechanisins of these
varions programs as you carn more. It is the percent by which these
other henefits are reduced as your wages go up. The two offset.
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In other words, it you have $10 and you earned $1 more, I amn going
to take away 50 cents from something else you have. We say that the
30-cent reduction for every dollar of earnings is a 50-percent reduction
rate. Tt is like a positive tax rate.

Senator Wirnrams, To put it another way, $3,000—we have $7,123
spendable ineome. If he moves up to $3.560 --8500 more-—which is in-
creasing hiz earning capacity to 85,560, he loses about a thousand dol-
lars in spendable income.

Now. that means that for each 81 that he goes out and works for
and earns. for each 81 he earns, he loses 82.81.

Scenator Jorpax. That is where that factor comes in.

Senator Wirnrays. That iz where that factor comes in. They are
taking awav %2.81 for every £1 he carns.

Mr. Patricrrnn Every dollar over $5.000.

Senator Wirrrays, That is why T say the man who is working at
85,000, if the boss savs, “You are doing a good job, T will let yvou work
an hour overtime,” or “T will give you a 10-percent raise in salary.” Tf
ke gives him a 10-percent raise in salary, he is really giving him a 20-
percent reduetion in total income.

Senator Byzp. Would the Senator yield at that point ?

Senator Wirriaws, Yes.

Senator Byen. How does this ereate incentive for people to work?

Senator Wirnrass. Tt does not.

Secretary Frxern. We based this presentation very directly on our
carlier conversations with Senator Williams, We have taken a typical
citv—Chicago. New York, and some others where von have other
kinds of programs. You do get a distortion in these cities among those
who work and who live in publie housing.

We ean see that these distortions do exist in some eities. But again,
we arc trying to take the first step toward a national progran.

£
DESTRABILITY OF TLIMINATING OTHER WELFARE BENEFIT PROGRAMS

Senator Wirrravs, You agree, do youn not. that vou need to take
into consideration all of the progranis on some of these,

Seeretary FFrxem, That is right. Part of the reason we are in this
situation is that we have huilt these programs one on top of the other.

Senator Byen. But vou ave not eliminating any programs?

Secretiry IFixei, We think therve is goad reason to can<ider elimi-
nating them,

Senator Byen. This bill it~elf does not do it ?

Seeretary FiNer. We eannot do it Many of them are eity or loeal
proseans Obvionsdy some of therr are hevond the juri-dietion of this
department or this committee,

Senator Wirrnaws, Some of them are but if [may, the State supple-
ment, we could have <omething to sav abont that in thic bill, beeause
it =50 pereent federally funded nnder this Hill,

Seeretary Fixern, Yes, sir,

Senator Wirrsavas Naowe can have the medieal pavients--is it
lareely federally funded. medicaid. ix it not? Op medicare? Substan-
tially.

Seeretary Finern Tt is50-50 now.

Senator Wirriaas, But the food stamp program?

Secretary I'rxen. That is 100 percent.

Senator Wrrrrays. And to what extent public housing?
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Secretary Finci. That is almost entirely local in most of these areas,

Nenator Wirniaas, But the rent supplement-—do we not have some
rent ~supplenment programs, too !

Seeretary e We w 1 tind out.”

Senator Wintaass, That is a (ulunm I forgot to ask abont.

Seeretary IFixcin That isover in HUD.,

Senator Winnass, Lest there be =ome misunderstanding, I want
HUD dropped in here. too, because that is ours before we get out this
bill,

I repeat. I donot eriticize you, Mr, Secretary, for not bringing it in,
Fecanse 1 readize each department testifies on its own pml;lem. Ido
think the tine has come when we as a committee, acting on this broad
progran, have to bring all these related programns in and take it into
consideration,

Gio ahead and proceed.

\II' Parricrien One last conclusion I would like to draw out from
this chart, gentlenien, which is ~omething the Secretary referred to in
his testimony yesterday, When you are comsidering pmpumls to raise
the basie payment—- the =o-called 21,600 hase for a family of four—or
otherwize improve the welfare benelit, it should be done while keeping
in mind all these other programs that ave paying benelits to the family.
The 18 porcvnt of the families in Chicago that are receiving public
housing would have a »30H ineome with no earnings, if von enact
FAP. T think that draws into question the wisdom of purting money
into the basie paviment as opposed to some other buprovement in the
Family assistan e plan,

Nenator Currs, T want (o ark one question. You keep referring to
New York and Chieago and <o onastypical cases.

Senutor Besserr. Atypical.

Senator Corris. Mypical caxe. Is it not true that they get a sizable
pmpmtmn of the whole expenditure/ Does not New York get about

15 percent of the total dollur expenditure the Federal Government
makes?

Secretary Fixen. My response to Senator Byrd was that the housing
~|1|>[)h'nu-uts and =0 on are unique to those cities, and are not Federal
money programs, That is why they were atypical.

Senator Currrs. But under the existing Federal welfare programs,
does New York get ahont 13 pereent of the dolars?

Seeretary Iixe. In terms of the head count. ves, ~ir. The larger
cities obviously consume a great chunk of these dollars,

LETEC T oF BILL IN NUW YORIK CITY

My, Paericrnnn, We have to go ¢ity by eity heeae Taws vary within
a Ntate, In New York, only 8 lnlwm of all AFDC recipients are in
publie hmmnu, =0 that tln\ chart again does not apply to 92 percent
of the AFDC recipients in New York.

Wao have given youa corrected copy for New York, There were some
Crrors on the first set. You have the corrected copy sepirate frony the
other tables,

Again, the =ame kind of progressions ocenr, bthink the copmnittee
ear draw its conelus<ion,

(Tabile t tollows:)
= AT presstime, June 1119700 the material requested had oot been receiverd from
the Depariment of Health, Education, and Welfare,

“E e tivst version of this table appears onp 206,

44 527-T0—pt 1—- 10




TABLE 4,—COMBINED BENEFITS AND REDCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN NEW YORK CITY! (Revised)

State  Totaf money federal

State income

Earnings FAP benelit supplement? income  income tax?
0 i $1,600 $2,288 $3.888 e
$720. . i 1,600 2,288 4,608 e
$1,000. . 1,460 2,40 4,700 L.
$2,000. i 950 2,070 5,030 L.
$3,000. . cei e 460 1,900 5360 .......... veee
$3,920 (FAP breakeven).................... 1754 5,674 317
$4,000. . i iiiiiiiaaas 1,700 5,700 28
$5.000 .. ... 1,033 6,033 172
$6,000 ... .o.o.... 366 6, 366 336
$6,550 (State breakeven). 6,550 417
9,599 95!

Average

Food stamp medical ven- Total income, Cumulative

social " hccom  peemioe T hindiem  dchonrate

tax v security tax® modity value® family 7 bonus 8 all sources (percent)
.................... $522 $1,153 $2, 052 $7615 . ... L.
...... $37 522 1,193 2,052 8,298 5
...... 52 $22 1,153 2,052 8.315 12
...... 104 522 1,153 2,052 8,653 72
$6 156 522 1,153 2,082 8,925 73

2t 204 522 1,153 2,052 9,159 75

26 208 522 1,153 2,052 9. 165 92

53 260 822 1,153 2,052 9.275 89
80 312 522 1,183 2,052 9.365 91
100 342 . 2,052 77143 335
222 406 e 8,020 81

$9.599. .

1 A woman with 3 minor children where State pays $3,888 to a family with no other income. The
standard in New York Stale was adjusted to include the rent as paid to a public housing authority
($101 a month) for a typical unit, Does not reflect increased standards as of May 1, 19

2 Same as table 1, footnote 2.

3 Same as table 1, footnote 3.

+ Same as table 1, F.otnote 4.

£ Same as table 1, footnote 5. i e

& New York City has a surplus commodity Jood program with an eligibitity ceiling of AFDC breakeven
levels for AFDC recipients or $4,200 for other Jow-income families of 4, ~ o

7 Based on estimates of medical vendor payments, May 1969. Income eligibility ceiling is AFDC
breakeven for AFDC receipients or $5,300 for medically indigent nonrecipient family of 4,

3 Public housing banus is the public housing agency estimate of comparable private market rental
(53,264 yearly in city-aided apartments) minus amoaunt of public housing rent paid. Calculated for
3-bedroom unit from data supplied by local housing authority, including any ailowable deduchions for
employment costs and payroll deductions, but not including deductions for day-care costs, health.
selated expenses, earnings of minors, or any othe: deductions allowed. Maximum adnission himit s
$6,900 of countable income; for continued occupancy $8,800 These figures shoyld be used with cau-
tion since the great share ot AFDC recipients do nottive In public housing, and hence would neither
receive subsidized housing or face the high cumulative reduction rate. Approximately 8 percent of
all AFOG recipients in New York Gity hive in public housing.



WORK DISINCENTIVER UNDER THE BILL IN NEW YORK CITY

Senator WiLriays. In New York, a family of four has a State
supplement, they get $1,600 under this bill, a State supplement of
£2,288, which wives them $3,858 in cash, expendable income, They get
a food stamp bonus of $522, the average medical is $1,153. With public
housing, they have $7,615 of spendable income. If they earn $9,599,
they have $8,020 of spendable Income—-because of taxes. But if they
earn $720 only, they have 8,298, They lose $272 in spendable income
and benefits because they increase their earning capacity up to £9,600.

My, Vexesan. This would not apply to 92 percent of the caseload
in New York City.

Senator Wirnravs, Mro Seevetary, a few vears ago, we had—I
should not relate this, but we had an unpleasant situation in one of
the bureaus down here, exposing zome scandal operating in one of
tho departments. All T heard throughont that time was why was T so
excited because it was less than one-half of 1 percent. I do not know if
vyou have ever packed apples in a barrel, but if you have a rotten one,
you had better get it out.

You have 8 percent here and you are talking about your whole
program of make work. I think you would recognize and agree with
me that there are only a small percentage of those people on welfare
who want to be there anyway. You are putting not only these work
incentives in the bill, but you are putting in the bill a requirement
that they register to take jobs, are you not? That will apply to only
asmall percentage who today want to live on the wealth of this country
and do nothing, and we make laws against the percentage.

We have a law against murder. You and I are subject to that law
here, but they do not have to write the law for us, because we are
not going to break that law anyway.

I am not impressed by the fact on this percentage deal of 8 percent
and I wish we could drop it. The notch is here. And if it is such an
unimportant problem and we are told to discount it just on percent-
ages, I lose confidence that we are going to have the cooperation of the
administration to correct it.

Mr. Vexeyman. I am not trying to discount it on the basis of per-
centages. What T am trying to do is put the amendments in the Social
Security Act in perspective. When we start talking about the public
housing bonus, that 1s a separate issue. It is not incorporated in the
Social Security amendments,

If you look at column 4, you would find the total money income.
That is really what we are dealing with. In each case you retain more
money by working.

Senator WiLriams, Mr, Secretary, that is the reason that T wanted
this chart, T have said to you on many oceastons—and vour representa-
tives and you have been most cooperative in working with me on
this—that 1f you could take the first four colummns in the charts which
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vou put on yesterday, this program looks like w grood progeam, That
is the tdea that has been =old to the conntry. But ven have to have
these other programs,

Senator Corrrs, Will the distingui<hed Senator vield?

Nenator Winniaars, Inoa moment, Towontd just like to o-k this
qtlt'.\lim!.

When yon have this program, il we enaet this hill,a family of four
ean draw 87600 in New York Citv. T heard that the postal worker i<
drawing 27000 or 83,000 for a vear's work.

Mre. Vexeyas, A family of four not workine, with all the henelit-
you have indieated, get< 87600, That i< what theyv zet now,

Senator Wirniavs, Aren’t vou frving to corvect the inequities in
the Taw. or are you just trving to proceed and write in all the economie
weights and expand them?

T recognize that you have these problemi. But thiz is the bill we
pass.and then the question comes, to what extent have we corrected it.

T wanted to criticize very much the po-tal workers® striking. 1
think it was indefensible. T introduced a resolution that Trhonght the
President onght to enforee the Taw. T had no patience whatzoever,

But on the other hand, let us juzt face the problem. Tow ean we.
as Members of the Congress, justify approving a bill which either
initiates or perpetuates——~either one- a proposal where a familv of
four in the eity can get $7,613 doing nothing and wet 83,298 Ly working
and making $720, and then tell the postal worker that “You <hould
deliver the muil and you only work for KT.000 av #3000,

Now, vou must have =ome incentive for peonle to work. When von
ficure that a man can make 88298 if thiz bill i< paszed and signed by
the President. by working and getting 8720, whereas if he works cevery
day at a good job and makes £9.599, he hasx $8.020, or %270-0d( less
than he would if he spent his time in rockine ehaivs—well it just
makes no sense.

Now, T havn nothing against a rocking chair. T like them. But T do
not want to get such a tremendons demand for them that those of us
who wonld like to get one can’t; there will be a shortage of them.

Mre, Vexewax, T think we have to he concorned when a family of
four does in fact get ST.600 without doing anvthine. Bat in order to
put it into perspective, Tet me <av that. when we wvet to the Siate
supplemental pavment of 82208, it ix a decision of the State of New
York to pay that amount. When you get to the $522 payvment under
the surplus commndity program, that is a program implemented hy
the State. When you get to the medical pavment, the <cope of services
under title XTX, we provided the program, but the State implements
it. They decide how much the individual is going to get. The publie
housing bonus of $2.052 was not made by the Congress: it was made
by the New York Housing Authority.,



If we want to projeet thiz till further, we can talk about the
benefits under education that they are getting, We can bring this up
even higher.

Senator Winriavs, I appreciate that and we will put all the blame
on New York. But I have entirely too much respect for vou as a
Secretary to believe that the State of New York came down and told
you that the legislature is giving $3,888 supplement, and you must
pay up so much of that us the FFederal Government and you said,
“Yes, sir: we will do it.”

The food stamp program is Federal money and the State of New
York did not tell Congress or you—1I respect the State of New York,
but I hope that the State of New York did not come down and write
this hill and tell you how mueh Congress is going to have to pay. You
are not paying under the exicting law any part of the State supple-
ment, are you!? .

Mrc Vexesias, Under enisting law, we pay half of the total amount
of J3.88 that the family of four receives. So we are participating,
The determination as to whether or not we are going to pay that
B3 NSS was made by the State of New York. I the State of New York
sated, “We want to pay 2500007 we would have to pay half of that.
We have no control.

Senator Wittiavs, You pay 50 percent of the State smpplement
now ?

Mr. Vexeasan. Yes.

Senator Winntass, And if the State of New York wanted to give
themn SUKO00, vou sve obligated to pay half?

M Iawsixs, There is some outer it of reasonableness.

Senator Wooniaas, I just wonder if we should not have the Secre-
tary from the State of New York sitting here. T did not know the
State of New York was telling you what you had to do.

Mr. Vexesoas, They do.

Senator Winniavs, That you had to pay 50 percent

Mr. Vexemax, In ewence, that ix what happens now under the
present law. The State setx goant tevels and we mateh the erants,

Senator Wantaoas, Did they Toree Congress and the adminisivition
to aecepit that J0 percent 4

My Venearan. No, Congress said, =States i vou raise the groni-, we
have ~ome woney here and we will matel the grant=”

Sewttor Wrnnivas, You think that i= wrone?

Mr. Vexesas, i not saving it is right,

Semator Winpnoaons, Then lets correet it

Mo Vexesax, We are correcting it in thi- bill. We are saving we
will supplement 34 percent of the State portion over the SLGH0 up to
the poverty level. We have placed a limit on what we will supplement,

Senator Wirnaavs, I think Congres< nuy draw a little more linit.
But you will admit that 88293 for @ nan to have ax expemlable
inconie with a family of four in the State of New York., which iz 8270
more than if they worked and earned $9599- ix no incentive to work,
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AMr. Vexesan. T think that, taking into considertion all the factors
in these charts. there is a very defiinite disincentive to increase your
carnings up to that level, if you live in a public housing unit.

Senator WinLiayms. Very definite disincentive. I think that is well
stated. I will not ask to move over

Senator C'vrris. May I sk a question about New York before you
wo?

Nenator Wirnras, Sure.

Senator Curris. 1 think we are very indebied to Senator Williams
for bringing all of these programs into the picture. It is true that they
are administered by many ditferent departments, but they all have
their basis in acts of Congress, and therefore, Congress has the respon-
sibility.

But coming hack to the New York chart in column 3, which does
not include all of these additional benefits, if I understancd that chart
correctly, the family of four has earnings of 1000 and if they go out,
and inerease it up to $1.000, they have only raised their income X1,000.
And that is disregarding all of the housing benefit, food stamps, and
evervthing else.

Senator WrLLias, That is correct,

Senator Currrs. And that certainiy i= not an inducement

Senator Bexxerr, Mav I suggest something? You should not stop at
column 3. You should go throngh the next three columns, beeause if
they co out and earn SEO00. taxes come in and hit them. So they do
not eet a thousand dollar increace in income. They get a thousand
dollar increase in income minus the taxes. I they have an income of
S1.000 they only pav £32 xocial seenrity tax. ITf they have an inerease
of 24,000, they will pay approximately $265 taxes, So there is ap-
proximately £200 off of that thousand dollars for the taxes that they
bhave accumnlated beeause they work.

INCREASE TN PAMILY INCOME A& PAMILY S1ZF INCREASES

Senator Winnoaas, Well, T will explain it another way. They start
out with the 876135 for this family of four, for deing nothing. If they
carn £9.599, they have increazed their net expendable income to £8,020,
but they have gone out and worked to make that increase up to $9.599.
Now, if they want to stay at honme and have three more babics, you
can see by table 8 that they can increase this income by $2.591, or
nearly €700 for each child they have. T think we should put the family
of seven up here on that, to show the FAP benefits would jump over
82500, The State supplement would go to $2.792. which would give
them %5292 in cash expendable. Food stamps would be 8846, averago
medical $2.017, public housing $2,052, or §10.207 by this family of
seven, which is 2,591 more or about $700 per baby that they get per
year increase.

{'Table 8 referred toabove follows:)



TABLE 8- COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 7-PERSON, FEMALE-HEADED FAMILY (N NEW YORK CiTY!

Average .
. Imrn(:.losd osrlasﬁ‘r? ’goerd ipcaayl r;?r‘n Pubdlic hous- nlrgloinnec;) g‘ned: m%‘:r:iglaal'::?
State  Total money federal State income Social plus com- per AFDC ing in-kind from duclicn rate
Earnings FAP benefit supplement: Income  income tax3 tax+ securily taxs modity values family 7 bonus ¢ all sources {percent)
O $2,500 $2,792 $5,292 L $846 $2,017 $2,052 $10,207 ...
$720 .. 2,500 2,792 6,012 (el $37 846 2,017 2,052 10. 890 5
$1,000. ...l 2,360 2,145 6,105 e 52 846 2,017 2,052 10,968 2
$2,000. ... 1,860 2,578 6,438 o eiiieeiia. 104 846 2,017 2,052 11,249 2
$3,000 ... ..o...iiiio 1,360 2,411 [ Y ) U 156 846 2,017 2,052 11, 530 72
$4,000 .. L. o 860 2,244 2 (s N 208 846 2,017 2,052 1i, 811 72
38,000, ...l 360 2,077 2,837 ... 6 260 - 846 2,017 2,052 12,086 72
$5,720 (FAP breakeven) _..._.. e 1,957 7,677 L ... 19 297 846 2,017 2,052 12,276 94
6,000, 1,770 .10 $14 26 312 848 2,017 2,052 12,336 79
$7,000. 1,103 8,103 156 53 364 846 2,007 2,052 12,445 89
436 8,438 297 80 416 846 2,67 2,052 12,558 89
$8,658 (State brzakeven). 8,658 398 104 406 ... ... ... 2,017 2,052 11,819 212
$9,9)6._. . 9,916 593 149 06 L. L il i i 8,768 342

L A woman with 6 minor children where S'ate pays $5,292 ta a lamily with 10 other income,

2Same as table L.

3 Food stamp bonus is the difference between the value of the coupen aflotinent and the purchase
price of the coupons. Based on current food stamp schedules, with mandatory payroll deductions
substracted from gross income in determining purchase price and ehgibility. Income eligibiliy
Timit1s AFDC break even for AFDC recipients or $6,060 net incame for nonrecipients. Not all ehigible
families participate in the food stamp program. Such families would have lower benefits and cumu-
lative reduction rates,

4 Same as table 1.

5 Same as table 1. . X

¢ New York C"F has a surplus commodity foad program with an eligibility ceiling of AFDC break-
e'vt;n fevels for AFDC break-even levels for AFDC recipients or §6,060 for other low-income famubies
of 7,

7 Based on esbimates of medical verdor payments, May 1969, income eligibility ceiling 1s AFDC
break even for AFDC recipieats or $7,200 for medically indigent nonrecipient families of 4.

* Public housiag bonus is the puhlic housirn agency estimate of comparable private market rental
(33,264 yearly) minus amount of public housing rent paid. Calcufated tor 3-bedroom umit from data
supplied by local housing authority, 1acluding any allowable deductions for employment costs and
payroll deductions, but notingluding deductions for day-care costs, hea'th-related expenses. earnings
ot wminors, or any othes deductions allowed. Maximum admission hmitis §8 084 of countable ncome,, tor
continued occupancy $3,800 for federally a:ded projects. These figures should be used with caution
sincethe great share of AFDG reciptents do not live in public housing. and hence would neither receive
subsidized housing or face the high cumuy'ative reduction rate. Approximately 8 percen: ol all AFDC
recipieats ¢n New York City live 1a pulic housing,
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Senator Winniaws, Now maybe this is the way to do i, Tt shows
what we have learned about population control, T just wonder if we
have in this bill taken into conzideration all of the factors that we
should deal with,

I want to coneur in what the Sceretary said vesterday in his anal-
vsis of the exizting law. The existing law is a jungle that needs cor-
veeting, There is no question about it. And 1 waut to help correct it.
But we eannot correet it without recognizing not only the problems in
existing law, but also recognizing the problems in this bill, What 1
want to do in any bill that T help support, is to correct not only the
existing law but problems with the hill that are called sharply to our
attention like these here,

I thinlk we can do it. but I donot think we can do it hy acting on just
one phase of this program alone and saving at a later date we will op-
erate on food stamps, at another date we will look at publie housing
or HUD, and =0 on. T think we should have all of them, have the whole
picture here.

Mavhe there is no ~olution, But T am one of tho-e fellovs who
thinks vou ean solve any problem i1 you really recognize it head on and
get to doing it.

WORK PISINCENTIVES UNDER CTLHI BILL Foll FAMILY 017 SEAVEN DN
NEW YORK Uy

Now, this smne man with a family of seven. if he work< and makes
0916, he would have SR7658 af income. or 139 fess than he wonld
if he diid not work at all.

The Crianeax, Tf T might interject there,

That demonstrates that if that reeiplent goes to work and actually
by dint of his own hard work makes 0916, then as a vesult of carning
almost £10,000, hie is then, after all is con<ideved, more than a thousand
doHars warse off than he wounld be if he had not gone to work at all,

Is that correct ?

Mr. Parmierinn Correct,

The Cramarax, Tow can we justifyv that kind of result. that «
person earns K0.900 and he s worse off than he would he if he had
never gone to work at all?

Senator Winriavs, That is based on the hill which is hefore us
assuming we approve it withont an amendment.

Mr. Parricerra T owonld like, if the committee would permit us. to
show how the bill changes present law, We have lost ight of that.

The Cieatearan. Isthis how the bill wordd work ? R

Mr. Parereernen ‘This is how the bill would work. The situation
under existing law is warse,

The Cirasieyax, If vou are going to spend %1 hillion to change the
existing Iaw, why does it work ont that way? Can’t vou spend £4
billion hetter than that ?

Mr. Parnricrrar. We are trving to. Mre. Chairman. but we are von-
fronted with 20 vears of legislative and executive oversight. We have
changed the food ~stamp program and the welfare part so the notehes
are removed from those parts. But we certainly agree that the problem
ie very severely complicated by housing.
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The Cirairarax, \\'h)’ not junk the whole thing and start over again,
sav, “All right.on the next January 17— —

Nenator Haxsex. 1 wouid like fo offer my hiparti=an support to do
]u-t that,

Senator Conwris. Will vou vield rvight there ?

I am thoroughly convineed that we have to take into aceount all
of these other programs. because whether you have jurisdiction of
them or not, the Congress does.

But coming back even to columm 3. this family of seven. if they
make 720 and raise that up to 88 400, they get to Keep 52,000, That
i= all. That is no incentive to work. That is an incentive not to work.
And certainly that part of the picture was available before Senator
Williams had even done the homework forall of us.

Mre. Parricenn. One of the problems, of course, is how much is
being taken away from earnings as a result of the operation of these
programs. One of the most retrogressive.-—-

Nenator Cvens, That does not atlect eolunm 3.

Mr. Parrtcrrr, This is in fact only the rates applving from here
on out, b(\muso nothing is changing in any of thege colvmns. You are
up to a 72-percent recietion rate. partly by reason of the operation
of the =ocial security tax. One of the nost retrogressive things that
the Soctal Security Aet meludes is the 5 pereent social security tax.
starting at zero income. That i< one of the problems. That get=
vou up from 67 pereent, which the connnittee enacted in the WIN
aendment s,

Senator Cvrrs. < that i~ only 8516, You are =till havine =ome-
body who makes \:JU. if they inerease their varnings up ta Ss000,
wot about 2,000 gain.

Mr. Parricrenn Until July B of 1969, in a great many States, these
fignres were 100 percent. That was heeause the committee chauge in
T, which did not o into effect until 969, permitted this.

Senator Currs. Inattempting to remedy the problem, you are ex-
tending the problem to [T mithon wore people,

Mre. Vexesax, Noothey wonld not be \Hmtw{ by the Tatter parts
of thoze cohunns= They woulid only be affected by the - -

~enador Coerns, They woubld e atfeeted by colunm 3¢

Meo Vescwax, No, ondy columns 1 oand 2

Sonator Corris. What difference does it make

Mre, Puinicrnen The male heads of households are not in this col-
wan at alll They are not getting-

Senator Corrise Tam talking about cotumn 3. Bt would be the same
1= man,

Mr. Pareiceert, Noo full-time workers ave not ineluded for State
~upplementation under the fonily assistanee plan.

Mo Vexesan, The States are nat requived to supplement the in-
come of the working poor, Senator.

Senator Crriis, l'w_\ niny elect to do =04

Mo Vexesnax., With 1o0-percent State finaneing, The Federal
Governnent wonld not participate in it.

Mr. Pairiernei, In New York State, where there is a wholly State-
finaneed supplementation, the State takes 21 away from that sup-
plementation for every doltlar increase. =0 there is a 100-pereent ve-
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duction rate because of that State-financed program, over which the
Congress has no control,

Senator Winniays, 1 am not so sure that if Congress is paying 50
percent of it, they have no control.

Mr. Parricernnt. Congress is not paying any of it

Senator Wirpiaos, They are now going to pay 30 pereent of it?

Mr. VexeMax. No, Senator, we are talking about two different
groups.

Senator Winreams. T am talking about this group right here.

Mo Vexeyax, We now suppiement about half of the total money
payvment colummn with Federal money.

Senator Winniads, T am talking about if we pass this bill as it i<
right now.

My, Vexesax, Tf we pass this bill ax it is right now. we pay 82500
as shown in the first column, 100 pereent, and we pay 30 pereent of
the amonnt< shown in the seecond column, up to the poverty line. The
poverty line for a family of <even is <6120,

Senator Wineians, If we think it is too mueh, all we have to say
is we onlv pay zero pereent or only up to a certain amount. We can
write it in?

Mre Vesosnax, We luove written it in.

Senator Wi raars, With all due re-peet to the State of New York,
and T respect them, we do not have to write in 30 percent or an un-
Iimited amount.

Mr. Vexearax, We pay 30 percent up to the poverty line and———

Senator Wirntas, Tf we want to drop it, we can drop it.

Seevetary Fixern. Right.

Mre. Patricernr. AT was frving to point ont, Senator. is there are
a number of State-financed programs that further complicate this pic-
ture, Wherever a State has a general assistance program that there is
no Federal money in, if it is reducing that assistance at a rate which
is too high. it completely undermines the work incentives in the Fed-
eral program.

Senator WirnLrayms. I appreciate that vou eannot tell a State what
they are going to do with their own State monev. But we can in this
hill regulate the amount of a State program in which we will have any
participation whatsoever, We can alzo eliminate or put into the hill,
and the bill does have csome, that States cannot reduce that which they
were paving before if it was below the poverty line. We have minimum
restrictions on the State and penalties if thev do not. We do to a cer-
tain extent tell the State and we ean regulate that point as long as Fed-
eral monev is following through.

Now, just usge that chart again. We wonld Tike a hill here that not
only provides an incentive for a man to work, but it is important that
a man take pride in his work and work toward advancenient and try
to be a better man. We even have a training program here where vou
can train men to improve their position, That is a noble objective, But
if that man is working and making $8.658 under this bill with a family
of seven, he has $11,819 expendah]o income. But if he improves his
status, he is offered a promotion by his manager or he can get a promo-
tion and wants to hi(!(. if he takes that promotion and improves it up
to 89,916, for each $1 that he gets extra salary, he loses $3.42. That is
not an incentive,
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Mr. Vexeyax, Are you talking about the man withiout a wife or
family ?

Senator Wirniazes., I am talking about the earner.

My, Vexeamax. This wonld not apply, of course, to the intact famnily,

Senator Winrrays. That is correct, 1 am speaking only of famnilies
that are atfected by this bill.

Me. Vexeyax. Which ixthe AFDC caseload.

Senator Winnoas, That is right. And I will agree that there will
be a small percentage of them. I just hope that we can, in working up
this bill, bring all of these factors into consideration by the committee
from all of the agencies irrespective. 1 am going to azk yvou to also—
apparently 1 overlooked one column here which would be a noteh, and
that is on HUDs vent supplement, to what extent that would he
atfected,

M. Vexeyax. The Federal money is what you are interested in.

Senator Winrnasms, Yeg, and, Mr. Secretary, if you could think of
any other, regardless of what it is, that would be affected, I would like
to have it included in here =0 we can get it before us, Maybe it does not
need changing, Maxvhe it needs expanding. But 1 would like to have it,
and 1 could more mtelligently act on this bill. I say that as one who
thinks it would be almost eriminal if we sit back and say we are going
to keep the existing law and do nothing. The existing law may, in many
instances, be as bad or worse than this. But T would like to have all
cases to sec if we cannot correct the program so that 2 vears from now
somebody will not have to come in and correct the notches we have
created.

Senator Bexxerr. I think it would be interesting to have rent sup-
plement added, but a man does not get both public housiry and rent
supplement. :

Senator Wirrrans. That 1s correct,

Senator Bex~zerr. Ro you do not really add it, you put in a sub-
stitute.

Senator Wirtrays. What T meant by adding, some do not get rent
supplement at all. So public honsing would come out and maybe a
lower figure would go 1. With rent supplement, it may eliminate a
notch.

Mr. Vexexax. We could probably determine what pereent of the
caseload get public housing or rent supplements. We have 8 percent in
public honsing, we may have another o pereent in rent sapplements,
and we have others paying entively for their own housing.

Senator WiLLianms, I1f you think of any program that weunld by in-
clusion make this appear hetter, or less notehes, put it in. I am not
trying to pick up the notches< that are had. T have put in all that T
could think of, but I have found out a new one today.

MOST FIsCAL RELILF UNDER BILEL GOES TO SIX STVEES

Senator Byrp. Wonld the Senator vield so that T might ask a ques-
tion?

Senator WirLiays. Surely. .

Senator Byro. May I refer to page 44 of the report of the Commit-
tee on Ways and Means. That is the table dealing with State and fiscal
relief under the committee proposal. My question is this: Am I eor-
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rect in my assimmption that under thiz bhill 30 percent of the relief
going to the States will go to the State of California, approximately
3S pereent witl o to New York, Massachusetts, Tinois, Pennsyhania,
and Ohio, and the remaining 32 pereent will then be divided among
the other 41 States/ T want—my question is whether I am understand-
ing this table accurately.

Mr. Vexenay, 1 have not hroken down the percentages, but T think
it wonld work out approximately in that range,

Senator Byen., In other words, if Congress enacts this Wil of the
fiscal velief going to the varions States 30 pereent in round figures will
eo to Californiac: another 35 percent will o o five State< New York,
Masachusetts, ITHinois, Pennsylvania, and Ohio, aned then the ather
P =tates will get the remaining 32 percent ?

Mr. Veveaas, That is approximately correct, Senator. T think it
conld be painted ont that California and Nev: York and ~ome of the
industrial States and particolarly the States that have relatively hivh
adult caterories, have had rather sienificantly hrger welfare pro-
grams= at the present time than other States have had California has
zome 260,000 peaple in the aced eaterorve T think, plus or minus, plis
a rather ltree caselond in thedisability program,

Senator Byrn, Regardless of the reason, 30 percent of the total
wonld eoto California

M Viexewnas, That iz approximately correct.

Senator Byeo. Thank vou,

My, Vexeaan, Tt was S107 million, as vou will note, under the ad-
ministration bill.and the changes made in the committee will inerease
it hy R167.000, prinarily in the adlt categories.

Senator Byrn, Thank von, Senator Williams,

The Crovn s, Sensttor Dennett Tes nor vet had o chanee to gques-
tion the Seeretary and his assistants, <o Senator Dennett s recog-
nized,

Senator Brxserr, T did not hear the Seeretary and his associates
and their testimony vesterdav. T recognize that we have a conference
at 2 o'eloek this aficenoon, T would hope that vou wanld permit me
to take my turn at the end of the Tist, ax T oam jast getting exposed to
the disenssion,

DURNTION " RUSIDENCDU BT U IREMENT

The Crovnnrax, Towanld Bke to ak o conple of guestions, and then
Twitlhe elad to possit ontothe other sentors,

N Secretary, the pesidence pequirersent i Seate Tows were (de-
clared b and void by the Sapreme Conrt an the seomnd 1l they
vielated the provision of the Con~titution that vequired eanal pro-
toction of the Taw a< mmone States, Tt wonld beo T Lelieve, within the
power of the Congeress to legiclate a residence requirement that wonld
be eonntivapnlicable fo all State< T we did that, that would hypass<the
Basis pon which the Supreme Conrt threw out the resideney vequire-
ment ?

Socpetary Fixe 1, Asit affects welfare,

The Criameway. Yes.

M. Vexmrax, T do not know how that would work, Senator.
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The Craryax, If we said a person iad to be a resident of a State
for 6 month= or a year in ovder o he eligible for welfare payments
within that State, and required as o condition for Federal participa-
tion in a State welfare plan that the State from which the person
migrated should continue to make welfare payinents to thac person
for that first 6 monthz or yvear ax the case may be, then if a person
should migrate from. let us say, Mississippi to California or to New
York, locking at the better welfare statutes in those States, the State
from which he migrated would be required to continue welfare pay-
ments until he could quakify under the Faws of the State to which he
had migrated.

Now. in the first ple. as [ anderstand it, 1lnt equal protection
clauge does not apply to the Federal Goy mnmont t would apply ta
the States. But even if yvou did envision it ax (\ppl\ ing to the Federal
Govermment, what I deseribed would require cqual pmmtum The re-
e lplent wonld be protected by the Low by receiving payments from the
State from whiel he had migrated wntil the State to which he had mi-
grated had picked up the payments,

What is vour thought abont the advisability of having xonwe resi-
dency requirements ](”'I\I.H(‘(l in Federal Taw to proteet the state that
provides more generons welfure payments from asudden migration of
Targe numbers o that State Deeause of a lack of  residency
requirements?

Secretary Fixon, That 1= v pretty thorny constitutional guestion,
Senator. We did not attempt to addre~<it.

The Creviearax, What do vou think abont the merits of it? 1 can
tind plenty of Tawyers to advize e abont the constitutional izsue,

Seeretary Fizcir We think that by hopesing a national winimum
floor. we have taken a Hrst step in casing this disparity between the
States. We think we hinve miade o tirst ~tep toward ~etting ome ~tand-
ardsthat will be helpful nationaliy.

The Crirararay. Well, now, pleaze nnderstand. T am not quarreling
with vou.

Secretary Fixein Again this is argued by the socinlogist< hack and
forth about what motivates a person to move from one State to an-
other. T wm =ure that in most caves when a head of a family decides to
wo from one State to another, he does not oo hecwise he thinks there is
hetter relief or welfare there, he goes heease Tie honestly wants to im-
prove hislot. But he i< hittrossed by the fact that there is hotter wel-
farve there, hecanse it he does not got the job e is hoping for, he is
ecoing tohe in a better faltback })()\Itlfltl

But we think we have raken a ~tep in the right direction here by
putting in this floor, Itwill help to meet the wreat dizparity problem
we have now,

The Craarsrax, Wello T oean veealt the situation that exi-ted in
Lonisinna when we made aomajor inerease inone welfare pavernt, We
made a tremendons inerease in 1S and we tevied a lot ef additional
taxes in order to pay {or all of that. There was a ~tanding joke that
somehody thonght wp that the teatlic oo that bridec from Nuichez,
Misa was all in one direction: people were leaving Natehoy to come
over to Loui-lana to et that inereased welfavesand the teaffic on e
bridee from Sabine, Lacowas all in one diveetion, tos, with the penple
Jeaving Lonisiana to go to Tesas to avoid payving all those taxe-,
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It is hard to do much to Lelp the State that i- picking up the burden
of States bordering all four sides. Colorado had a more liberal pro-
gram than the surronnding States, just as did Louisiana at one time.

I notice the bill yon have here wonkl strike down any residency
requirenients. On page 67, I see it savs that it prohibits any residency
reguirement whicl: exeludes any individual who resides in the State.
Now, that codifies the court deeision. Tt =ecms to me that if any State
wanted to have an imaginative program for itz working poor or for
its less privileged that went substantially bevond what the Federal
Governnient did, it might find a great deal of the hurden it is picking
up worild he people coming to the State 1o take advantage of it.

Secretary Fizer. This vetleeted the conrt decisions= a< we found them
at the time the fegi=lation was dreafted. T would not ruie ont the possi-
bility of the kind of program yvon envision.

Bt ~peaking again of this ~pecific State, vone State, it i- the feeling
within the Department that the Stares aronnd Lonisiana wonld be
broueht up markedly—that the prograon would probably do more to
ereade population stability in thr avea than any other <ingie thing
that could be done by Federal Tegislation.

The Covmsesy, Welll it seonms to me that we <hould certainly von-
<ider the desirability of giving a State ~ome protection from o great
number of unanticipated benefictaries, Fven 1f you have aresideney
requirement, partivnturly if vou do what 1 an tdking abont, to say
that a State plan would have to continue henelit~, fet us say for a vear
after the person nigrated from the State, aned that o pervean would
not be eligible in the new State nneil 4 year aiter e went 0 the new
State, then it would provide ~ome proteciion, it swould -evin to me, for
i State that tries to do wore for its poor than the avoraze Nate,

Secretary Fixcin T ean ~ee ~ome protty ~evere adhministeative proh-
Tews, given a bad economie situation in the =tare which would eanse
an ontmigration, If the people were nwovine to 4 State with a higher
ba-e, the state might find itelf with o -erfon< drain on s resourres.

Senator Bexsver, The higher cost of fivinge ¢

Secrvetary Fixenn Md the variations mocot of Tivine from one place
to another.

The Cramaax, They are doing it with emplovinent insnrance,
The claim follows the worker from the State where he does the work,
and that is different from the one where the cheek finds him, where
Lie may be outof work.

Mr. Venemax. Under unemplovment insurance the henefit is not
paid on the basis of residence, but on the basis of wheve the income
was earned.

The Cuamran. Well, he earned it. Tt is my understanding that if
he earned the entitlement in Louisiana, Tet us say, and then if he be-
conmes unemployed and moves to Missis~ippi or Alabamna, the Louisiana
department. forwards a check to him over in Alabama or Mississippi,
wherever he happens to be at the time.

Mr. Vexeaan. But could that person be. say, a vesident of Texas,
and earn his unemployment insurance in Louisiana, and receive it in
Missizsippi?

The Cinamarax. My impression is that he earns his entitlement wher-
ever he happens to be,

Mr, Vexeaan, To work?




The Cuamryax, Wherever he is working, and he draws his check
from the State where he earned the entitlement.

Mr. Vexedan, It does not make any difference where residence is in
that case. Residence ix not a factor.

The Cuaanoran. There is no doubt in my mind that we can legislate
a residence requirement if we want to. The States are powerless to do
anything about it under that Supreme Cowrt decision, but T would
think if we thought it would be desivable, we could do =0, Ater ally we
are Senators of the United States on this conmittee, but we do repre-
~ent those States that -ent us here, What favorably aflects 50 States
favorably aflects the country as a whole, 1t seeni= to e,

SUDBSTEIULE PATIIER RULING

As T understand a0 1965 Snpreme Court decision holds that a
State could not consider aehild ineligible for aid to families with Jde-
pendent chitdven when there i~ a =ubstitute father in the iouse unle-s
the man had a==umed a legal oblicadion to =npport the ehild, T assmine
that you have examined this ease; and T would ike to know what your
siewsareonit.

Mr Parrterio, We do tryyin the Family Assistance Aet. Senator,
to deal with that problens, Tt haz to do with the question of whether
the iieonie of acommon-faw =ponse can be seaverated from the re-t of
the fanily’s Tor purposes of computing their payments. 1f there is a
common-faw hoshand in the family, we take aceount of his income,
regardle-~of whether or not that income ix available to the Funily, We
ave trying to create, through the welfare law, a strong requirement
that woman i this sitnation has a reponsibility to support the family,
I think that policy moves in the direction that you want to go in,

The Coanotas. T Roow that peior ro the tinge that we ot =0 aetive
in this ticld of disbursing weldare payinents to peaple, the old way we
would do it was that 1 sman was the father of a ehild, whether they
were married or not prarried - assming that he was not married to the
mother- and he was not providing support for that child, the mother
would file a ~uit declaring hime to be the fathier of that child. 11 vou
read what the lawyers write shout those cases. they =ay that is a fairly
easy type case to wing beeaise furies can be very svinpathetie to a
mother and chitd. That is not o eriminal case. You do net need but a
miajority o that jury =o to detecmine, That being the case, that man is
then held ahle for=npport of that childland e pays -apport or we put
Bim in jails Now o that wasa rather effective remedy if the father was
capable of working and making -omething prior to the time that we
began providing Lirger amounts of welfare support,

(hie tends to gain the impression nowadays that the law enconrages
the mother not to liave that man deelued tohe the tether of that ehild,
becase in doing <o, <he micht no toneer he eligible for the Lrue wel-
Fare payinents that ~he could have if that ¢hild was reoarded a4 child
Hfll!l,]\'llu\\'n parentage, ‘

Now, Tast week, the Suprene Convt stroek down the Calilornia stat-
nte that assmned that the ineome of 2 man who s<anesd the role of o
husband i~ availalle toa family, T wonder if vou brove studied this ea-e
and, if o, what your view on that would het

Secerctury Fixer I have not studied the ease.



We wiii have to give you a respon=e for the record on that. Senator.”

The Criaigaran. Jaxide from being at a hearing with the € .mfmml
authorities themselves, the witesses you have at that table wonld have
hetter eredentials on the California o than any group you could find
anyplace else. Mr. Venemaa over there, what experience did you have
with the California law?

Mr. Vexexas, T tried to help write it Senator, but T failed.

Mr, Thawkass. T know this progriom was o very diflicuit one out
there. The conmmittee received a letter from awomai in California who
said, The man liked e enougeh that he took my child to a ball game
and they cut off my welfare payvment.” This ix the problem, 1 rmthm.
on which the case oceurred.,

Mre. Vexnaan, I think there was a measure put throngh that made
a presumption t]mt a man assmiing the rale of spouse would be Tiable
for the children. T think thisis the one that was knocked down. but 1
have not vead the decision,

The Craarsran. How do you feel about the case where there is a
stepfather in the house? Should not that income be regarded as being
available to that family unit 4

Mre Vexeaax, [ the income i available, e is liable.

The Cramryran. If a man is living in that same house with that
family and has not married the mother. why should he be treated any
difterently?

ENCOME oF UNMARRIED FVPHER EXCLUDED UNDER TIIE BILL

Tat me just read thizon page 13 of the hill:

There shall he excluded the income and rexemrees of any individual, other
than a parent of a child (or a spouse of a parent), which, as determined in
accordance with eriteria prescribed by the Secretary, ix not available to other
members of the family. . . . and for such purposes such individual, in any other
citse, shall not be considered a member of the family for any purpose.

Tt =cems to me that s a matter of writing right into the statute that
if & man refuses to elaim hiz own child. he has a cazh advantage.

Secretary Fixcen. The prior sentence. Senator, says appropriate
State law should be applied. So we will be, I think. pretty well guided
as to the legal definition on which we in the Department wonld act.

The Cuamaray, But that doesn’t seem to apply to subsection (d)
which T read. When you say there shall be excluded the income of
any resonrees of any individual other than the parent. which is deter-
mined i aceordance with the eriteria preseribed by the Secretary
asnot available—then vou say in any other ease shall not be considered
a member of the family f(n' any purpose. The way we read that is
that no matter how mueh income that person had, if lie does not marry
that mother and withold the income from that family, even if he be
a wealthy person, vou must =till provide the welfare benefits for that
familyv,even with that man lving there,

Secretary Fixen, Yes, Imt there would he a question whether that
State would in that situation consider the relationship a conmnon-law
relationship, in which ease the man would be held liable for thos.
obligations. That i< what the language goes on to say.

SAT presstime, June 101970, the material requested Tiad not heen received
from the Departisent of Health, Fiducation, and Welfare,
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The Crrararax, Tam advised it i only if he assames the Hability
that that come=into effect.

Seeretary Finen. T eannot give vou the number of States where
that Tiability would ensue. but there would certainly be a nwber of
them.

Mr. Vexeaax, Senator, this whole section is entitled, at the bottom
of page 12, line 24, *The Income and Rezonrces of a Non-Contributing
Adult.” So it is deenied that this money s not available for members
of the family.

The Ciramrarax, That ix the xort of thing we arve talking abont, where
a man is well able to contribute and ix living with that family.

Mr. Visesax. I it is deemed that the money ix available for the
faniily, he would not be a noncontributing adult. This is after it is
deened that the money i< not available for the family.

The Cramyan. If they are going to get the full welfare henefit
without anybody making any effort to caunse that father to pay for
sonething, it ix hard for me to cee how we are going to have a situation
where that father will make any contribution. It he either makes no
contribution or makes it furtively—if they cheat on it, they are just
hettor ofl,

Now, in Louisiana, during a period when the State cot tougeh abont
it we found that a lot of papas came home when the welfare payments
were cut off. Old papa came home then and started supporting his
family. But up until that time, mama was not demanding that.

My, Vexeyax, If he is a parent of one of those children. he has to
contribute. He would not be considered a noncontributing adult.

The Ciarreaeax. Welll Tet us assume that he ix a parent but he has
never been legally declared to be so. That mother does not charge he
i<a parent and he elaims he isnot.

Mr. Vexeyax, Well, that isa tongh one.

The Cramyax. Would it not be to their advantage to collect the
maximum welfare payments?

Mr. Vexeaan. There you are getting into the question of fraud,
really. If he is in fact the parent and says he is not, and the mother
savs he is not, then you have the issue of fraud. If he is in fact de-
terined to be the parent of the child. he cannot be a noncontribnting
adult. He would have to support his ehild. We have two groups, those
who draw a little, those who draw a lot. People do the same thing on
ihcome tax.

The Cramryrax. There are a 1ot of people who chisel on vou. expe-
cially those wha do net find it to their advantage to supplement their
income by employment. I would think the degree of cheating and the
degree of temptation to draw the maximum degree of henefit, would
cinse some people to fudge on it and tend to lie about it, if it tendx to
be to their advantage. Do vou not in thi< hill vemove the incentive of
that mother to have that fellow declared the father and make him
rosnonsible for the support of the child? They can draw a lot of welfare
if thev do not doit.

Mr. ILawkiss, The Senate put in, in 1967, much stronger provisions
than had been there previously on the subject of paternity, and welfare
agenvies are being pushed to do as mueh as they can under yvour 1967
amendments on this very subject. We ave talking about the same group
that are receiving AFDC today.

44 527 T0--—-pt. 1--—- 20



208

Mr. VeNeymax., Seaator, I am not dharrmmn]g with you. In fact
I would like to make =ure that everybody who has the liability and
the responsibility is paying for the support of his children, But I
think we have written it in the bill as strongly as we can. If you ave
the parent of the child. you are liable. Now how do we get it in
stronger language ? ‘That 1+ what T am concerned about. How v.ould
wo e lmn're this scetion to make it any stronger?

The Cramarax, H the man simply declines to admit he is the father
ol that child, there is no way that you can reduce your welfare pay-
ments under this statute--it is written right in the Lill that you eanno
do anything to make him support that family. That implies to me
that all the pressure is taken off the mother to have him deelaved the
father of the ehild,

Me, Vexeyan. More is reguived than just a simple statement that
he is not the father. There are ways of determiniug who i~ the father.

The Cramatan, 1 sagee-t that we get together, ~onie of anr people
et with vonr ~taft, and try to work this out.

Secretary Ifixcn, Under section 461 we have a grid of Federal lia-
bility which overrides the Siate law and the problem that the mother
might have 1f =he brings legal action against the actual father or
veputed father. T think we <iowld Took at this ~ection in relation to
tiwe problen you nre raising. Senator, and try to work this ont together.

The Crannean, We will have some suggestions to make along that
line also.

Nenator BeNseie, May T'have one question ?

The Cnsrsax, Yes,

senator Besserr. Mre. Chairman, during the presentation of the
charts, particudarly for New York and Chieago, there was constant
coment that, well, this iz hetter than existing law, No I would like
to ask the Secvetary if he ean arrange between now and the time we
come together tomorrow to give us a parallel chart showing, in the
firet volumnn and the econd column—uwell. 1 assume the third column
15 unchanged.

Mro Vesesran., The third column would he eharged to a degree in
some States, Senator. What we can do is break the column down into
Federal and State payvments,

Senator Bexyerr. I other words. I would like to have up to the
end of the third colunm what existing law would be. In the final
column I wonld Like to see i< total cumulative effect =0 we can coni-
pare what the patter n would be under existing law with the pattern
wider 1o new bill, This would show s where we have improved or
where we have mnde the sitiation worse by the propo~als in the new
hill. ]»m there i< 1o nse doing it for all of these, Do'it for New York
and Chicago,

Mr. Viexivax, Would we do it. Senator, assuming that the food
~tatap progran world be the one that isin elfect now, or use the Presi-
dent’s proposal

Senator Buxswr, IF that 1 a change in existing Taw, et us do it
showing the ehanee s in the food stamp program.

Mr, Vexe MaN. The praposed administration food stamp progran.

Senator Bexseer, But that is not existing law, That should have
been in here, perhaps. Let us take the existing law and e ompare it with
thiz chart. That iz colutans 2 and 3.
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Secretary Fixein We will do that, Senator.

Senator Bexxerr. Then we can question you about it when we meet
tonorrow,®

The Cnamryaxn. Mr, Secretary, Senator Talmadge had to leave, but
he asked that 1 request that you prepare these same tables for Atlanta,
(., and for Brooks County, Ga, I would appreciate it if you would
furnizh those tomorrow.

secretary Fixcirn We cannot do that by tomorrow, <ir. We will have
it oas gquickly as we can®

The Cramarax. Senator Ander=on?

IMPACT OF BILL ON MEDICAID PROGRANM

Senator Axvrrsox, Iow much wonld be the additional cost of the
racdieaid program for fiseal 1972 if the bill iz enacted ¢

Neeretary Fixcin The total costs, Senator?

Senator Axpersox. What iz the additional cost of the medicaid
lrogram !’

Mr. Vexeyax, If the family assistance plan goes into effect, how
ey more would—-

Nenator ANDERSON. Yes,

Mr. Vexeyax, Medieaid would not cover the working poor cate-
wory, This was not conzidered. T am not suve the Department has pro-
jected what the inerease would be if the working poor were to be
covered by medieaid,

Secretary IFinci, There has been a projection of ahout——-

Senator Axverson. If the working poor perzon has a private heatih
tsnanee plan, would one of his payments be dednetible from his as-
-istanee payments?

Secretary [Fixern It wonld not.

The Croamaas, Senator Harris?

WORK DISINCENTIVES UNDURI BILL

Senator Harnis, Fivst of all, a couple of statements, Mr, Chairman,
[ think that Senator Williams has done an excellent service in point-
e ot the kinds of notehes that appear in the present Inw, This is
aanestion I had vesterday, whether those same notehes woulid not. still
soin the law under the new progeam. It has heen denmonstrited today
that they wonld be. T think that, together with the question which
ihe chadrman asked in regard to the striking down by Taw of residence
requirements, a deeision with which [ happen to agree, indicates you
veadly eannot very well pateh on to asvstem which hoth taxpayers and
welfure reeipients agree is a failure, That is why 1 otlered a substitute
plan and will ofler a substitute plan, because it will, with a tlexible
Tevel which could be phased in over a period of vears, together with
Jdiseretion in the Seeretary about what resources amd income will be

At presstime, June 11, 1970, the material requested Inud not been receivesd
from the Depavtment of Health, Education, and Welfare,
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taken into aecount, avoid aitogether this noteh prohlem which we have
secn in the present Taw vesterday and n the 19 AP program today.

In addition. of course. as thiz hill does not do, my bill provides for
mniformity among the States, counting one child ax heing of the same
worth in whatever State he Tives,

\lzo, the plan which T have snegested would relieve the States of
the enormous and «row ing hurden of welfare which is upon them. The
il hefore us wo 1 not do so. Ro T hope we will, at the proper time,
have @ chanee to present an alternative way to do thi<. The sng-
estion which I have made i< not just a matter of raising the level.
It is throwing ont this old =vstem and starting a new one, which
would he an all-Federal svatem, and avoid the inequities and anomalies
which exist in the present Iaw as well as in TT.R. 16311.

POOR PRESENTATION BY HIW AND QUESTION oF WIITHER
ADMINISTRATION WANTS BILL SAROTAGED

There is another thing that T want to say. With all due respect,
gentlemen, T helieve this is the most ill-prepared presentation that T
have ceen sinee T have heen in the Congress of the United States. T am
really amazed that some of these very simple questions do not get o very
quick and easy response—sueh things as just asked a minute ago about
medieaid, and the questions T asked yesterday abont the day-care costs,
Tt seems to me that thesze are things which ought to have been easily
available, beeaus<e they nught to have been thonght ont in advance when
vor put this plan together.

Now., T \\ill just be very frank with you. Rumors are cireulating
very strongly in this room today and \('xfm(l.l\ that the administration
intends to abandon this bill in this committee and that the presentation
hasheen Tukewarm and confused purposely to cabotage this bill. T think
yvou are entitled to know that i< what is being said. and T just want
to hear you say for the record whether or not that is what vou
intend to'do.

Seeretary Fixen. Senator, we conld not possibly hiave contrived a
seenario like this,

Senator Haems, T do not think so. T do not think von could have
contrived an apbearance whieh eanld have been legs helpful to yonr
pronosi] than what has aceidentally ocenrred.

Mr. Chairman, T am ]mpoful that we will he able to praceed during
the afternoon, heeauge T do not believe T have ever looked at a hill,
including the 300 page social cecurity bill we had 2 vears ago and
the tax bill we had last vear, that T have as many questions abont, or
~cen as many things we ean ask about, So T hope we will go this after-
noon, Mr. Clhiairman.
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The Creamsax, Hold on just a minute.

As you know, Senator Tarris, we have a conference scheduled this
afternoon with regard to the airport tax hill and there are five men-
hers of the committee who, of conrze. would like to know what is heing
=aid in the committee room but who unfortunately will he at that
conference, I the Secretary ean be here this alternoon, as far as Tam
concerned I would be willing to continue this hearing this afternoon,
I anderstand you will not he in town tomorrow.

Senator Hares, That is right.

Senator Bexszere. | owould have to add this caveat. on condition
that we can find a Republican who ix willing to sit, hecause T do not
think it is fair to ask the Secretary to come hack without a nu-mhvl'
of his own party being available.

Senator Haeris. 1 think it is terribly important that we get this
record complete.

The Cranarax, We will furnish one Democrat, We will see if we
ean find one Republican member,

Secretary Finei Just to elean up the record, if the Senator wanted
aeategorical deninl of any intention to abandon the bill, I am happy
to enter it. If the Senator wants to expedite the situation, he ean sub-
mit questions in advanee: we will he responsive, This is @ bill of enor-
tous maenitude. We have had a number of changes made in the
House. We have had to alter our material considerably on the basis
of thoge changes. We will continue to be as responsive as we can
under the circumstances.

Senator TLanmes, T am glad to hear it said, Mr. Seeretary, becanse
[ want you to know that that is a very strong feeling which cirenlated
around here vesterday and today. I think vou are entitled to know
it and T am glad to hear your response that it i< uot vo,

The Criamrarax, Welll to be entively fair abont tie matter, 1 think
the record should indieate that a number of these questions have re-
Tated to State Taws and the way 50 different States were administering
their welfare programs<. O cowrse, it i< zomewhat (iflic ulf for one here
in W .1~]\111f_:t(»11 to know how someone nnder State Taw is discharging
his rezpon-ibility. So the Seevetary has al<o been ealled npon to
testify with regard to what happens when you lay his program aleng-
~ide another program that he is not adiministering.

But T do think that it is essential that all these programs be looked
at together in context, becanse without it, we get into these anomulies
neh as were disens=ed here this niominge \\lww aoman works to make
RO.000 and he ix not a bit better off than if he had not worked at all.

Senator Willinms has requested that the remaining tables he printed
at thiz ))nil\f in the record. Without objeetion that will be done.

("Tables 2. 6. and 7T follow:)



TABLE 5.—COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 7-PERSON, FEMALE-HEADED FAMILY IN PHOENIX, ARIZ !

Average

b st Borbament  Public sous- rmoney i marge 16
State  Total money Federal State income Social lus come per AFDC mg in-kind from duction rate
Earnings FAP benehit supplement? income  income tax? taxt  security taxs maodity value® family bonus?_  all sources (percent)
0 i e $2,500 $500 83,000 ..o $756 ® $1,176 $4,932 . iio
$720. i aee 2,500 500 3720 i $37 796 .. © 1,05 5,495 22
$1,000. ..o 2,360 453 3,813 i 52 756 L iiieiiiian 1,032 5,549 81
$2,000. ..o 1,860 236 4,146 L. 104 96 ... . 960 5,758 79
$3000. ... 1,360 119 4979 e 156 756 e 900 5,979 78
$3,722 (State breakeven).. ... 999 ... L ) 194 6 852 6,135 78
$4,000. ... 860 ...l 4,860 . ... 208 i 828 5,480 336
$5.000. ..o 360 s 5,360 .. 260 it 220 5,820 66
$5,720 (FAP breakeven) ... .. ..............i..o... 5,720 L iiiieiiaieaian 297 s 648 6,07¢ 65
$6,000. ... ... e 6,000 $14 $4 M2 e 600 6,270 23

86,378 e eaaaan 6,375 67 10 332 el

! A woman with 6 minor children where State pays $3,000 to a fami'y with no other income.
13ame as table [,
¥ Same as table 1.
fSame as fable 1.
$Same as tadle |. .
8 Arizona has no food stamp program, but has a surplus commodity program with an income eli-
gibility ceiling of $4,344 for a family of 7 with no earnings and $4,824 for a similar family with earn-
ings. Not all eligible families participate in the commodities program. Such families would have
tower benefits and cumulative reduction rates.

7 Public housing bonus is the public housing agency estimate of comparable private market rental
(Sl.GBﬂdyeany) minus amount of public housing rent paid. Calculated for 3-bedroom unit from data
supplied by local housing authority, including any allowable deductions for employment costs 2nd
payroll ded but not i ing deductions for day-care costs Jhealth-related expenses, earn-
ings of minofs, or any other decductions allowed. Maximum admisston timit is $5,100 of countable
income; for continued occupancy $6,375 These figures should be used with caution since the great
share of AFOC recipients do nol live in public housing, and hence would neither receive subsidized
housing or face the high cumulative reduction rate.

§ Arizona has no title XIX program.

Tud
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TABLE 6.~ COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME.-TESTED PROGRAMS FOR A 7-PERSON, FEMALE-HEADED FAMILY IN WILMINGTON, DELI

State  Tota! money Federal

Earnings FAP benefit supplement? income  income fax3
[ P, $2,500 ... .. ......._.
$720. . i 2,500 ... ...........
$1.000..__.. P, 2 360 . e
$2000... ... 1,860 ...
$3,000. ... 1,360 ...
$4000 ... .. .. ... 860 ...
$5.000__. .. . . 360 ...
$5, 720 (FAP breakeven). .. ..._... . . .. ...l
§6,000. . .. ... L il
7,650 249

$7,650 L.

L A woman with 6 minor children where State pays $2,172 to a family with no other income.

2 Same as table 1.

2 Same as table 1.

4 Same as tabte 1.

& Same as table 1. . .

¢ Delaware has no food stamp program, but has a surplus commodity program with an income
eligibilty ceiling of $3,840 net income (income less mandatory payroll reductions). Not all eligible
families participate in the commadities program. Such families would have lower benefits and cumu-
lative reduction rates. i

7 Based on estimates of medical vendor payments, May 1969,

State income

Average

food stamp medical ven- Total income: Cumutative

bonus or susr-  dor payment Public money and marginal re-

Social plus com- per AFDC housing  in-lund from duction rate
fax¢ security tax® modity values family 7 bonus & all sources (percent)
,,,,, $1,185 $764 $1,020 $5,469 .. ... .. ...
$37 1,185 764 995 6,128 8
52 1,185 764 972 6,228 64
104 L1856 ...l 876 5,817 141
156 .o 780 4,984 183
208 ..o 684 5,336 65
260 ... i 588 5,688 65
297 il it eiaaen 528 5,940 65
6,128 33

8 Public housing bonus is the public housing agency estimate of comparable private market reatal
($1,560 yearly in cily leased housing) minus amount of public housing rent paid. Calculatei for
3-bedroom unit from data supplied by local housing autharity, including any allowable deductions
for employment costs and payrol! deductions, but not including deductions tar day-care costs, health-
related expenses, earnings of minors, or any other deductions allowed. »aximum admission limit
is $5,700 of countable income; for conlinued occupancy §7,125. These * wures should be used with
caution since the great share of AFDC recipients do not live in pubfi *ousing, and hence wou'd
neither receive subsidized housing ar face the h:Fh cumulative reduction rate, For example, only
29 percent of AFDC recipients in. Wilmington, Del. live in public housing.

€08



TABLE 7.—COMBINED BENEFITS AND RELDUCTION RATES UNDER SELFCTED INCOME-TESTED PROGRAMS FOR A 7-PERSON, FEMALE-HEADED FAMILY IN CHICAGO, ILLY

Average

food stamp  medical ven- Total sncomne: Curmnulative

State  Tota! money Federal  State mmcome Sncial bon;risorchlr- do;&az?ggt Publie holtrﬁ; m-'??n";'n%':f r;:égg:la!u'lee

Earnings FAP benefit  supptement? wicome  income tax? {ax¢ security tax3 modity value® family 7 bonus 3 all sources (percent)

L . §2,500 $2,144 $4.644 (o L. L. $696 $1, 380 $1, 116 $7.836 ... ...
$720 L e 2,500 2,144 5364 ... ... . L R - $37 600 1,380 1,16 8,423 18
$1,0000. ... L Ll 2,36y 2,097 8,457 ... ... 52 552 1,380 1,116 3,453 89
$2,0000 ... .l 1. 864 1,930 5,790 ... ... ... 104 552 1,380 i, 116 8,734 72
$3,0000 ... ... 1,360 1,763 6,123 156 504 1,380 1,116 8,967 7
$4.0000 . .o L. €60 1,596 6,845 ... ... .. ... 208 456 1,380 1,116 9,200 7
$5,000.. . ... 360 1,429 6,789 il . 260 408 1,380 1,116 9,433 7
$5,720 (AP breakeven) ......... . ... 1,309 7029 L. 297 408 1,380 116 9,636 72
$6,000. ... . 1,122 7,122 $14 R 312 40¢ 1,380 1,116 9.700 n
$2,0000 ..ol 455 7,455 156 ... 364 360 1,380 1,116 9,791 91
$7,683 (State breakeven).. ... ... 7,683 253 37 400 360 . 1,116 8,499 283
297 11 A6 ... I, 116 8,392 134

1A woman with 6 munor chuldren whare Stale pays $4,641 to a fanuly with na other tncome

?Same as table 1.

3Same as table 1.

4Same as table 1.

£Same as table |,

« Food stamp bonus 1s the diiference between the vialue of the caupnn allotment and the purchase
price of the coupons Based on current foal stanp schedules, with mandatory payroll deductions
subtracted from gross i1came in determining pirchise price and e'igiuhty. Incyne eligibility limit
is AFDC breakeven for AFDC recipients or $5,40) net incyme fur nonrecipsents. Nolt all eligibte famities
participate in the food stamp program. Such families would have loser benefts and cumulative
maréinen rates.

7Based 01 estimates of medical vendor payments. May 19589, Income eligibility ceiling is AFDC
breakeven for AFDC recipients or $5,400 for medically indigent nonrecipient tamilies of four.

* Public housing banus is the public housing age.cy estimale of comparable private market rental
{$2,076 yearly) minus amgunt of publhic housing rent paid. Cilculated K)l 3 Sedroom umt from data
suppired by local housing authority, including any allowable deductions for employmeat costs ard
payiofl deductions, but not includirig de ductions for day-care costs, heaith-related expenses, earnings
of minors, or any other deductians allowed Maximum admission Lt is $7,800 of countable income;
far cantinued orcupancy above $10,.470 Since cantinued occupancy at higher incomes for increased
rent 1s permutied no cutatf point for eligibtlity 1s shoan 1o this table These bgures shauld be used
with caution since the great share of AFDC recipients do not hive 1a pubtic houstng, and hence would
neither receive subsidized housing or lace the high cumulative reduchioa rate Approximately 18
percent of all AFDC recipients 1 Chicago, 1IE live i public housing

F0e
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Secretiry Fixeoo We had people working all night to respond with
thi~ materiad that vou =aw thi- morning. We do not have a lot of
CUSY alsWers,

The Creaieanas, What thine do you want to come haek !

Senator T, What do vowsay about 23304

The Cirateyax. Very wells weare receszed until 2 30,

(Whereupon, at 1230 pan., the committee recessed, to reconvene
at 2:30 pan, the zanme day,)

AFTERNOON  RISSION

Semator THaaos (presiding). The committee will be in order.

My, Secretary, Senators Bennett, Jordan, Fannin, and Hansen, on
the Republican side of the committee have indicated they will come,
or all of themn will be here from thue to time during the afternoon,
We can either wait or proceed---we haven't any rale that partieakarly
covers this situation—if vou like.

Secretary Finen. I think we might as well proceed.

Senator ITakris, Okay. Thank you very much.,

Yesterday I asked several questions relating to child cave, and you
have given me since that time some material which has to do with how
that program would operate,

Without objection, we will pliee in the record at this point a <heet
entitled »Child Care Under the Family Assistanee Program™ and one
entitled *Major Steps in Providing ... Day Care™. Both of these
carry the e of W1 ML Sugarman, January 26, 1970, and also an ad-
ditional two charts dated January 25, 1970, hoth labeled *Major Re-
sponzibilities in the Provizion of Child Care Under the Family A~
sistance Program,”

As T say, thoze will be placed in the record at this point. They detail
how that program will work, and so forth.

('The documents referred to follow 1)

Criiny Care UNper THE Favuiny Assisranoe Proaiav

1. Whao Is Eligible for Chitd Care?

People who need child care to enable them to parvticipate in fraiving, eoce-
tinnal rehabifilation or cmploginent, AND

(1) Who are entitled to benefits under Part D (Family Assistanoe) or
Part FSapplementary Payments),

2y To the extent the Reeretary permits, persons who were foo ey en-
titled to benefits under Part D cr Part B, and who <till need ehild care
to maintain employment,

e Until Family Assistance becomex effective, person. who ave receiving
AFDe

2. What Linds of Child Care Will Be Provided?

We have strongly emphagcized our desire to give parents a wide range of choice
in child care arrangements. At the same titme we have emphasized our desire
to create the hest passible devclopniental day eave so that parents have roal
alternatives available to them, Parents will have the following basic options:

(1) If they have income, thev may make their own arrangements and
carlude The coxts of the ehild care from their reported income.

(2) They may arrange to have the child eared for in their own honie
or in the home of o friemd or relative amd the Federal Government witl
pay for the cost,
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(3) They may have their child cared for in u fanily day ecare home
which would have a small group of childres (2-6) cared for in someone’s
home.

(H) They may have their child eaved for in a group day care eenter,

t3) They may, through a vendor payment system. choose amang available
day care programs, or in some cases, orgithize their own programs.

In each of these options we would expect to set reasonable standards as
to how Federal funds can be used. These standards will mandate for options .
4. and 5 that there be edueational activities, health and social services, nutrition
and parent participation. It is our belief that a lavge number of parents will
initially =elect options 1 and 2. but will switch to 3, 4, or 5 when they under-
stamd how much wmore they ofter to children,

Child care will be available, as necessary, for children from birth threugh
14 years of age.

3. How Will Funds Be Distribwted?

We intend to parallel the model ecalled for in the Manpower Act, There will
be a prime grantee at the State level and other primme grantees in those local
areas which have larvge child care needs. The prime grautee will then contract
with o variety of public and private organizations (inclnding for-protit groups)
to provide the actual cave.

We jutend to encontrage States and local communities to form 4-C (Comn-
munity Coordinated Child Care) organizations to serve as the prime grantee.
These orgunijzations are broadly representative of public and private edura-
tion, health and welfare agencies as well as parents. Such linkage is very
important to o overalt strategy iu the cwerging field of ¢hild development.

Where a 4-C organization does not exist a welfare or education agency, a
Head Start program, a health and welfare council, or other similar agency
may he the prime grantee, Under some circumstances a corporation might he
celected as i prime grautee on a national level (e.g., Ford Motor Company might
want to develop day care at its plants for FADP recipients who were receiving
on-the-joh training.) (It should be clearly understood, however, that funds
under this act may not be used to support day care for persons other thau
those specified in the act.)

4. Staff and Facilities

Training funds are authorized in the Act and will be extensively used. Par-
tirular emphasis will be placed on (a) developing managerial and planuing
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competence, and (b employment of non-professionals, We estimate that 63¢ ov
more of the total staft’ can be non-profexsionals. In the carly stages of the pro-
gram child care jobs could be created for as many as 12¢¢ of the persons register-
ing under FAP,

The Act permits use of funds for renovation and remodeling, The latter term
considerably broadens existing authorities and will permit a broad range of
building improvements, including struetural changes, or even additions to build-
ings which do not increaxe available space by more than 207;. On the other
hand, it dees nof permit land purchases or construction of new buildings. We
still have under consideration the possibility of submitting construction legis-
Intion. Program grants can inclwde mouey for rent and thus may stimulate
private industry to build facilities,

O, Administrative Linkages

The administrative process involved is as follows :

At the Federal Level

OCh, Labor, and Rocial Security will form working teams at both Washington
and rvegional levels. They will plan jointly and develop coordinated plans for
opertion,

B. At the State and Local Lerel (See attached chart)

1. Labor advises OCD of the estimated number of persens to he registered in
eiteh geographie area. OCD (a) identifies a prime grantee. and (b) begins the
process of funding day care programs based on anticipated numbers of persons
entering training and employinent,

2. The Roeial Security Administration receives applications for Family Assist-
ance and refers individuals to the employiment service,

3. The employment service registers the individual. At the same tiwe, a repre-
sentative of the prime grantee or of the agency providing socinl services for
that area connsels the parent on available day care options.

4. The employment service notifies the prime grantee when the individual is
~chedaled for training.

A. The prime grantee completes child care arrangements with the parent.

5. OCD monitors the operation of prime grantees and works on probletus iden-
titiedd by Labor or Sociat Recurity,
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MAJOR RESPONSIBILITIES IN THE PROVISION OF CHILD CARE UNDER THE FANILY ASSISFANCE FROGRAM

Sociaf Sacurity Office Employnient service Prime grartee? Day care cantractor -

A. INITIAL ARRANGEMENTS FOR CHILD CARE

1. Indiniduat applies for
family assistance, Social
Secunity netifies
employment service.. . . 2. Individual registers for
traming or employment,
Employment service
adwises child care prime
grantee of approximately
when individual wiil enter
employment or traiming .. 3. Representative of prime
grantee may be assigned
as a member of employ-
ment service lean, inany
event will work closely
with coach, Prime grantee
advises individual ol
aaifable options
(a) {ncome exclucion,
(b) In-heme care,
(c) Family day care,
(d) Group day care.
(e) Vendor payment,
A {tindividual selects
tncome exclusion,
prime grartee noti-
fies Socral Secunty,
B. It individual selects
in-home care ¢t
vendor payment,
prime grantee
arranpes payments,
C. H1rdividual selects
tamily or group care,
prime grantee
arranges chelg’s
eoroilment. ... ... 4, Contracter pic-
vides cay care.

P Examples of prime grantes would include a 4 € orgamizatien, a v.elfare department, an educalion agency. ¢1 a heaith
and wefare council,
< Contractors may include any competent putlic, Lnvele nergprofit, or private for-preft crganization.
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1. Advises prime prantee if
trdividott terminates
trating or enpioy-

ment,

Indrniyal alleges that
cild care arsunge-
ments are ynadequate
to permit her 19 mawn-
tawa enployment,

1. Nottfies pame grant2e
when indviduii o
longsr qualihias tui
FAP

B OTHER RESPONSIBILITIES

1. Works with employment
service to deyvelop jobs tor
FAP reciprents in cisld
care field

2. Helps indwiduals to . ange
chitd cara aitangr  2ols
it they are dissati s ol

3 Momitors oleration ot child
care prog.ans to sce tnat

standards are met

4 Coitects feas trom parents
who can pay part of costs

5 Assists mdniduals to obtain
other cld care when they
a1e no longer ehigible for
care under faruly assist-
ance program.

6. Coordinales activities witn
other early childhood
progtams Provides {rain-
ng and lechnical assist-
ance.

CHILD CARE UNDER THE FAMILY ASSISTANCE PRUGRAM
Who
Familieg needing child carce to pirticipate in training or to maintain employ-
ment, and who
Receive FADP payments,
Receive supplementary payments,
Formerly received FAP or supplémentary payments, and
Received AFD and/or participated in WIN.
Lligible for
Preschaool and sehool-wge ¢ Rild core throuoh --
Group day care,
Family day care, and
In-home care.
Funded through
Grants to competent public aud private agencies of all types.
Grants to agencies to provide child cave vouchers to parents.
Excluding child care costs from the calculation of income,
Fees on a «liding scale baxis determined by HEW.
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MAJOR STEPS IN PROVIDING FAP DAY CARE
[Major steps follow numenical sequence, | through 19]

DOL/Employment i .
Service DHEW,0CD Prime grantee! Operatingjagency ¢

1. Advises OCD of
expeciad numbes
of placements...... A
2. Estimates numbars of
children requiring
SEIVICE. . . eiiininann .

3. Estimates types of
services required and
g2ps in available re-
soutces. Requests
lunding level for new
programs.

4. Approves establishment
of new programs and
sets preliminary
funding level. ._.......

5. Programs funds and
invites applications
from operating
agencies ... ......... 6. Prepares application for

funds.

7. Recommends applications
for approval.
8. Approves apphcation and
forwards funds to
prime granlee......... 3
9. Contracts with and
allocates funds to
operating agencies_.... 10. Operates program.
11. Notifies prime
grantee that in-
dividuat is
scheduled for
training or
employment. . ... .

12. Counsels with family and
explains alternatives to
them.

Exclusion of day
care costs,
Voucher system
tn-home care.
Family day care.
Group day care.

13. Arranges for enroliment
of chuld where neces-
saty. Approves in-
home and voucher
arrangements_ . ._....

14 Provides service and
reports to prime
grantee.

15 Pays operating agency,

Collects tees from
parents. Monitors
programs.

16 Reprograms contracts as
necessary because of
changes in enroliments.

17. Receives reports from
and monitors opera-
tions.

18. Notifies prime
grantee that in-
dividuals are no
longer eligible for
chiddeare . . .. ..l

19. Terminates entoilment

of child.

tPnime grantee will be that organization which has greatest capacity 12 develop coordinated day care programs.
Preference wii be given to recogrized 4 C orgamizalions,

< May be competent public, private nonprofil, or private for-profit organization,

* Must be ccordinated with agency making FAP and supplementary payments.
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MAJOR RESPONSIBILITIES IN THE PROVISION OF CHILD CARE UNDER THE FAMILY ASSISTANCE PROGRAM

Socnal secu rity office £mployment service Prime grantee t Day-care cortractor 2
A.INITtAL ARRANGEMENTS
FOR CHILD CARE
1. Individual apphes for 2. Individual registers for 3. Representative of prime 4, Contractor pro-
1amllr assistance. tratning or employment. grantee may be assigned vides day care,
Social security notifies Employment service as a member of
employment service. advises child-care prime employment service team,
grantee of approximately {n any event will work
when individual will enter closely with coach, Prime
employment or training. grantee advises

individua! of available
options: (a) Income
exctusion; (b) 1n-home
care; (¢) lamny day care;
(d) group day care; (e)
voucher.

. A Mfindividual selects
income exclusion, pnime
grantee nolifies social
secuqily.

B. It individual selects
in-home care or voucher,
prime grantee arranges
paEmenls

11 individual selects
famtly or group care,
prime grantee arranges
chlld s enrollment.

B. OTHER RESPONSI-
BILITIES

1. Notifies prime grantee 1. Advises prime grantee if: 1. Works with employment
when individual no individual terminates service to develop jobs
longer qualihes tor training or employment; for FAP reciplents in
FAP, tndividual alleges that child-care field,

child-care arrangzments 2. Helps individuals to change
are inadequate to permit child-care arrangements
her to maintain employ- 1t they are dissatisfied.

ment. 3. Monttors operation of
child-care programs to
see that standards are

met.

. Collects fees from parents
who can pay part of
costs.

Assists individuals to obtain
ather child-care when
they are no longer eligible
tor care under tamily
assistance program,

.Coordinates aclivities with
other early childhood
programs. Provides
training and technical
assistance.

-

o

1 Examples of pn;ne grantee would include a 4-C organization, a welfare department an educahon agency, or 3 health

and welfare counci
 Contractors may include any competent public, private nonprofit or private for-profit organization,

NUMBER OF CHILDREN ELIGIBLE FOR CHILD CARE UNDER THE BILL

Senator Harris, ITowever, we have not yet received information
from you as to the number of children who would be eligible for ehild

care under the bill, and the number of children w ho would under
present Iaw be eligible for child care.

I looked at the material, some of the mntorial which the committee
had given ug, and there is a chart which is called “Table M~AFDC
Families by Whereabouts of I¥ ather, 1969,” which is a table excerpted
from a preliminary report of ﬁndnma—-—l!)GD Study of Aid to Fam-
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ities with Dependent Children by the Departuient of Tealth, Eduea-
tion, and Welfare.

Without objection, we will place that in the record at this point,

Secretary Fixen, Which document is that, sir?

Senator Tanms, T owill just hand it to vou. It is Table M-AFDC
[Families by Whereabonts of Tather, 1969, It shows the number, the
total number, 1.630,100, That 13 the number of families presently, Of
tho-e families, 275500 presently are headed by a father in the home,

Thot woald leave, by my ealealations, under present lTaw, 1332900
AFDC Pamilies which ave headed hy a mother. where the father is for
varions rea~ons abizonted from the hone.

Without ehjection, as T say, we will place that in the record.

T table ceferved to follows:)

AFDC FAMILIES BY WHEREABOUTS OF FATHER, 1369

Whereabouts Nun ber Percert
Tetal 1,620,400 {iame
in tha home . 297,500 182
{n an 1astitetion:
Ve tatyashivtion 6 900 4
Other medical nstitution 6.200 4
Prison or reformatory . 53. 500 33
Other imshitution . 1.300 1
Not 11 the home or an institution; he 1s residing 11:
Same county e e e e 311,370 131
Ditferent county; same State e e e e e 86,200 53
DoHferent State and in the United States . . . N 128,109 749
Aforeign Coumtry ... ol il el . 18,60 1l
Whereabauts Unhnown_ ... il il e iiiieeieeaas 630,600 37

fnapphcatle (father deceased)

90, 800 5.6

Senator Iarris. T have also looked at an excerpt from the Presi-
dent’s budget having to do with child care, and without ohjection at
this point we will place that in the record.

It states that the average children receiving eare per mother is
expected to rise from 2 in 1969 and 1970 to 2.5 in 1971,

So under the President’s budget figures I take it yon could at Jeast
double the number of families presently headed hy mothers, where
the father is absent from the home and say there are at least that
many children under present law who are eligible for ehild care.

And then I was looking at the President’s hudget here which dooes
not carry forward suflicient numbers of people in child care to mect
what you testitied yesterday is the goal, namely, 300,000 sehool-nge
children in child care and 150,000 preschool children in ehild eare. But,
at any rate, the President’s budget anticipates 122,533 mothers would
be served by this child care program in 1971, and that would include
approximately 306,333 children.

Now, the point—as T sav, we will place that excerpt from the Presi-
dent’sbudget in the record at this point.

(The excerpt follows:)

FISean, YEAar 1971 Tpcer FOR CHp Cagk UNprr roe WoRk INcrsTive Piociasg

2. Child rare- This activity provides for elild care for childeen of WIN
curollees. An estitnated 457 of the average envollees in 1971 are mothers who
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are umtble to provide child cave for their ehildreen while they are nndergoing
trainiug, Therefore, nnless child cuare ix provided, approximately one-halt of the
enrollees wonld be nnable to accept the training to upgrade their employability,

In addition, child care is provided for the children of employed former WIN
enrollees until such time as other satisfactory chilil cave arrangements can be
made or the mothers can pay for the care from their earnings.

Average chilidrven in care per mother are expected to rise from about 2 in 1969
Al 1070 to 2.5 in 1971,

‘The tables below show workload data for WIN child care:

CHILD CARDL UNDER WORK INCENTIVE PROGRAM

1369 1970

1971

actual estimate estimate

Avetage nothers recewving care
Eurollees 6.475 34 130 49.750
Employed mothers o 825 13.161 43,603
Tetal . 7,300 47,291 93 353

Average children tecer g cire
Preschool . . . 4,088 26.433 65 348
Scheolege 10 512 63,099 168 035
Total . T 11w 91 58 233,383
(taroflees) . (12 957) {67.860) (124.375)
(tmpicyed 'nuthers) . . (1 65)) (26.722) (109, 203)

in care end-of-year:

Nothers .. - . . 28 500 65. 450 122,533
Chiaren .. . . 57,600 126, 850 34,057

Sourve : Appenidix to the Budget for Ficeal Year 1071, pave 443,

Senutor Hamas, My point yesterday was that we ought not to nis-
lead ourselves or the general public mto thinking that we are going
to place all of these people in work, hecause as we discovered yester-
day, there is a question about where are the jobs that they could fill.

And secondly, we talked about child care and whether or not it
would e available to any other than a rather small percentage of
those mother= even presently heading families on AFDC, which ob-
viously would be, T take it. a larger tignre under this bill.

[ just wonder if yon have any comment on that, T don’t want to be-
labor it, but I think it is important that we know just how far we are
roing tusofar as work i concerned.

Sceretary Frxer Mr. Chairman, we should have for you by tomor-
row, and for the committee, that additional information.*

T may have misunderstood the figures that you recited. It is pox-
~ible that they are the WIN figures as opposed to what we had pro-
pozed under FATP. and not having zeen them, T am not sure

Senator Hakris. The President’s hudget—those were indeed, I think,
WIN figures.

Now, are the figures under the bill which you now propose, the FAP
bill, would they be cumulative or would they be in addition?

Seeretary Fixci, They are in addition to what is proposed in the
budget.

Senator 1Tarnis. Those are not broken down under the WIN pro-
gram by school or preschool children, so we do not know just what
categories they would fall in.

*\t presstime, June 11, 1970, the material requested had not been received from
the Department of Health, Edueation, and Weltare,

44527270 opt 1 - 21
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COMPARISON OF MOTHENRS ON WELFARE AND AMOUN! o' CHIELD
CARL UNDUR THE BILL

But at any rate. I take it you will agree that there will be a wide
gap hetween the number of mothers who would either e required or
encouraged to seek outside emplovment or training, and the number
who will he able to do =o if child care is a bar, since we will not be
able to produce sufficient child eave to make those figures the same,

SReeretary Iixen. No, sir. I would not concede that.

Senator Takeis. Then vou are not prepared to say how numny
mothers would be involved?

Seevetary IFixen. Not until T have seen the figures.

Senator ITanris, That is vight. Yon don’t know how many children
and how many mothers are involved so you are still not ahle to answer
the question.

My, Vexearan. You mean nnder the bill, Senatoy?

Senator Manns. Yes,

Mr. Vexewax. There ave 150,000,

Senator Harwrs, Oh. T know that. What T mean 1= how many are
cligible. T know Liow many yon cover.

M. Vexesraw. Mre Tovow probably has that,

Nenator ITanrnris. That is the question T asked vesterday,

Mr. Rosow. Senator Harris. T am Assistant Seeretary of Labor
Ro=ow,

We estimate that there ave about S00.000 mothers whe have at least
one child under 6 who are not mandated to register under the hill, and
we have no firm e<timate on how many of thosze would volunteer.

But the bill encouraces volunteers and says in its present form that
thev wonld receive the same priovity as mothers who are mandated to
recizter who have echildren from age 6 to 17.

In the latier categorv. T helieve our figures. from memory, were
H0.000 mothers in that eategory.

Senator Hanuwrs, With sehool age ehildren?

Mr. Rosow. With school age children: yes, sir, And the reason that
the bill asks for 130,000 training opyportunities for mothers in the first
vear is that we believe that is a realistic figure in relation to our pres-
ent baseload nnder the WIN program where we have already regis-
tered about 138,000 people, and it is a question of how many more we
can absorh.

No the 450,000 figure for children is merely derived from a basic
number as to how nwich training and employviment we think we can
generate in the first vear, added on top of the present. WIN baseload.

Senator TLavnris, Tt is anticipated, then, that. that ficure would rise
to aecord with the number of children who might be served?

Recretarv Fixcir, Not in the first vear.

Senator TTenrs, After the fivst vear.

Neeretary Iixenn. Subsequently ?

Senator TEaerre, A frer the first year,

Seevetary Fixen, Yes,

Sepator Flannis, And o is it correct- -1 presume it is, as the Presi-
dent’s hoadget indicates—that yvou have to figure 2.5 childven per
mother covered {for 19717 Te that coryeet ?

Mr, Rosow. T think it may he a little higher than that.

Senator Hakres And then if there are 500,000 mothers, as vou esti-
mate it, who would have school age children. and therefore under the
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Law could be required to take employment, vou would multiply that by
two and a Lalf and you would get something over « million ehildren,
only 500,000 of which are provided for in the hill for c¢hild care in the
fir=t year. Is that right ¢

My, Rosow, That isright,

Nenator Hans, That is correet,

My, Bosow, And we think that is veali-tie, because the ehild-care
progran is w support service to the work and training obje tives of
the Dill, and one conld not race ahead of the other. And. of conrse it
is recognized in this Hil that when the mother takes a joh, or when
she completes training and getx a job, the child eare continues, whereas
under present Taw, depending on the behavior of the State. it may
continue, but tn most cases it phases out after about 0 days,

Senator Harers, T understand that and that wonld alzo incrense the
pressure for this nunber of child-rare positions by reason of the fact
that by law vou are extending the time during which the cave niight
be rendered.

My, Rosow, Yes, sir.

Seevetary Fixen, 1 think there are 1wo other points, My, Chairein,
that are relevant at this point. One is that should the il he enaeted,
this portion of the program would he immediately operative, apart
from the operative date of the vest of the program, This carly etfective
date is 1o tey to compen-ate for the problem you are addres-ing,

Senator Harres, Yes.

Seeretary Fineir, The second point is that the average number of
ehildren in FAP-cligible female-headed fanilies is 3.0, and 517 per-
cent of the FAP feiaale-headed families have three or maore children.

Senator Tlareis, So the multiplier mieht actually be greater,

Seeretary Fixen, Rigot.

Mr. Rosow. About amillion and a half ehiidren,

coNT o or CHILD AR PRl CHITLD

Senator Hanwes, T have heen told that the sanonnt of money in this
Lill that wonld provide for the 150,000 ¢hild-care positions i+ hased on
wcost of 8200 a vear pey child as the figure, Is that correct £

Mr. Rosow, We ured 81600 a vear for the preschool aged child,
which i« estimated to represent a typical case of one in a family of
four, and two children who are sehool ages at whieli the figure was
S o,

So when you average it out, that is right, it was 8800 per capita, hut
Blended- there was 2,100 for three children divided by three gave you
an aversge of 2800 each, hut it was ditferentially computed for the
preschool cost being substantially higrher and the after-school cost
~ubstuntially less,

Seevetary Frxenn As Treeall that datacis hased on Teadstart figures,

senator Haeris, Tt is my anderstanding that testimony wili be pre-
sonfed to this committee which wil) indieate that the figure <hould be
<omiething around $2,000 as the national average per child for day
care, Do von disagree with that?

Mr, Rosow. Tthink HHEW has =ome factson that,

Mr, Paretesnnn Senstory all we can =ay at this point is that when
these ficures were pnt together, this was the unit cost in Ieadstart
exclusive of eapital construction for full-day Headstart, There is some
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indication it may have gone up to about SLT00 in the interin but
I am not familiae with the 82,000 figare, )

Senator Tagwis. Is that a proper analogy- -Headstavt with day
care?

Mr. Parricriit, At the present thne all Federal day-cave programs
are voverned by the same set of so-called interngeney Federal day-
care standards. They ave the Headstart standards. And WIN day care
ix=uppo=ed tomeet those standard= as well. o

So pending change in those administrative standards, yes, it 1s a
faivly high level, enviched form of child development service.

CHILD CARL STANDARDS

senator Haeers. While we are on that, how will the standards be
st for ihe type of cave and what sort of oversight and adminiztration
will there be of this ehild-care program generally ?

Mr, Parrrcerrt, We would contemplate, again, having a =et of
standards, as we do now, thad wonld Targely govern the quality of care
that is given in the family assistance day-cave prograni,

The House commitiee wishes to make clear, and it did in itz report,
that different types of care wonld be appropiate in ditterent types of
situations, And it nmy he more appropriate for an older child, for
exanmple, who is going to =chool, that he be taken eare of in the hours
of 3 to b in a program that might be more reereational in nature thae
vou would want to give a preschool ehild, whom vou are concernen
with on a fall-day hasiz. Bat the present infent is to apply interagencys
standards that we are now trying to redefine with the Oflice of Een.
nomic Opportunity and the Labor Department,

QUESTION WHUTHER BEGISTRATION BY WOMEN SHOULD B VOLUNTARY
OR MANDATORY

Senator Tanees, My, Secretary, von stated in your original te-ti-
mony that a good portion of the women who would by this hill Tie re-
quired to work voluntarily choose jobs, or at Teast that seems to me to be
the import of what vou have stated. Why then should we go through
what is almost inveluntary servitude, it seems to me, and require it
when we are going to probably get more volunteers, if history is any
judge, than we could take caver of anyway ?

Seeretary Fixc, Well, sometimes what women -~ay {o an inter-
viewer is not necessarily what they believe, They might like to have
the interviewer helieve that they had worked, or that they wanted to
work. We think that it is in many eases highly destrable that they
work, becanse of the perception that passes on io the children,

You have got 68 pereent of thoze who are already working who
would be eligible, with 57 percent working full time. The latter arve
working and paying taxes.

So I think we have a very good reason to helieve that this is not
involuntavy servitude. Tt is comething these women want and desire
to do.

Senator Tlarris. Well, the question is what sort of jobs are they
working at voluntarily, If 68 percent are working, it would be inter-
exting to know what sort of job and what kind of pay.

Mr. Parricrnrr. Senator, as the Secretary stated in his testimony
vesterday, the 68 pereent refers to mothers who are without hushands




317

and who have children hetween the ages of 6 and 17, Some of them
may have incomes above the eligibility line.

There was an effort to find out in a population similar to the AFDC
population, which we are dealing with.

Senator Harkis, T understand that, hut isn't that statistic meaning-
less unless we know, also, what sort of jobs that 68 percent ave working
at and what the jobs p‘u" Whereas in the program which you ave
presenting to the committee there is not any kind of xt.md.nd about
pay. For example, there is no requirement for a mininman, or pre-
vailing pay.

Mr VENEMaN. Yes, there is, Senator.

Senator Flagnis, Is there? What jsit 2

Mr. Rosow. Well, the bill provides that in referral to work the
person will be referred at the Federal minimum wage or the State
minimnm wage or the prevailing wage, whichever is higher.

Now, inxafar a< some of the ocenpations ave not coy ered by either a
Federal or State mininnum, in that case the prevailing wage wonld
pertain, The employment =ervice would have to establizh, in fact, that
other people are performing the same work under the =me conditions
at those wages ud that johs,in fact, ave being filled in the community
at tho<we wages.

Senator Harnes, Good, That waz added in the House, was it?

Mr. Rosow. Yes,

Senator TLaens, Well, that's cood.

Secretary Fixcr, And also in the material given to vou, Nenator,
we have the pereent of AFDC mothers who work, broken down into
full thoe, part time, professional, elevical. and =0 on.

{Material supplied for the record at this point foltows:)

PERCINT OF AFDC MOTHERS WHO WORK BY SILFCTID CHARACTFRISTICS !

Percent of total who \Ale

Characteristic Iotal rult time Part time
Total .. . P 15.5 75 8.0
By race
Winte - 125 60 65
Nonwhite .. 18,8 91 917
Precence of children-
Under 6 13.2 70 6.2
Non# urder 6 195 34 1.1
By educitien:
1o & years ... 190 6N 94
9to 1l vears 2 79 713
17 years 19 8 A R 8
13 plus years iy e 92
By l¢n2th of time con muous!/ on AFDC ¢ails
Ol year | 4.9 77 72
1 1o ? vears. i5 8 g5 713
2 to 3 years . 15.8 7.9 76
2 to 4 years . 109 &2 57
4 or mare . . 16 1 67 94
By usual occupation:
Professional, semiprotessional, proprietors, ete . N6 18.0 126
Clerical sales, and kindred vorkers R . . 720 141 7.9
Craftsmen, forainen, and kindred workers . 250 1.0 11.0
Farmope . 17 6 38 13.8
Operatives ard kindred semidalled and skilled workers _ . 181 13.3 4.8
Service workers, except private household . 24.9 M5 104
Private household service workers. .. ... . 316 85 231
Unskilled laborers . 11.2 5.3 59
fiever employed or work experaence Unknow . . .8 .3 5

1 Excludes mothers in AFDC UF cases
Zource 1967 AFDC Charactenstic Survey (heures ware derved fiom data not completely edited Fina! results are ot
likely to show significant diflerences )
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USUAL GCCUPATION OF AFDC MOTHERS BY EDUCATION FERCINT GISTRIBUTION

By yevr J oI vducatmn

Usual occupation Total 08 9 ll 17 13 plus
Professtonni, s2miprofesennal, propnetors ete_ . 1.0 0.2 0.6 2.3 12,4
Clewical, sales, and hindred workers . . 9.6 15 9.7 28.8 33.¢
Craftsmen, foremen, and kindred workers .6 .3 .6 1.0 .9
Farming. . . 4.1 8.6 .8 .7 .5
Operatrans and kindred semiskilled and skilled workers .. 7.4 $5 3.5 8.8 7.4
Service workers, except private household. 19.2 151 28,9 23.5 17,4
Private household service workers. ... . . e 11 18.0 13.7 9.0 6.2
Unskilled laborers . .. e 12.7 13.6 13.6 8.5 4.7
Never employed or work experience unknown. ...... ... .. 314 37.2 21.2 17.3 16.6

Total... .. ... . . .. . ... .. 100. 0 100.0 100.0 100, 0 §20.0

Source 1967 AFDC Chavactenshcs Survey. (Figures were derwed from data that has not heen comple!ely edited.
Differences from final version are likely to be insiznificant)

USUAL OCCUPATION OF WORKING AFOC MOTHERS (P[RCENT DISYRIBUTION)

Workmg mo[hers

Occupation Full (lme Part lrme

Professtonal, semiprofessional, gvopnetors and so forth.
Clerical, sales, and kindred workers

Craltsmen, foremen, and kindred workers . .

Farming. .
Operations and kindred semiskitled and skilled workets ...
Service workers, except private household. .. _.

Private househald service workers. .. .

Unskilled laborers .

Never employed or work expenenc? unknown

Total.... ... R, o 10-0

FeY
—OORmn, D

) e

2
L)
1
2.
3
7
6.
9
1

4
0
0
0
I
2
0
1
2
0

O ORPOAPRNN

_§ )

surce: 1967 AFDC Charactenistics Survey. (Figures were derived from data that has not been completely edited. Ditfer-
ences from final version are likely to be 1nsignificant.)

Senator Iaris. Do vou really believe that you will get more volun-
teers than you can take eare of ‘in child care and in john and in train-
ing/

Secretary Fixer. When you say volunteers- -~

Senator TLarkis. T mean based upon our own history and based upon
the survey of women who have ehildren and who work,

Secretary Fixern. The demand in the pazt has always exceeded the

capability, and I think we have veazon to helieve that we will-——-

Senator Hazms. That i exact]y my question. Why, then, do we go
through what is a very demeaning kind of thing, dn«l I suppose, ix
the unl\ thing like it in our soc 1(ty generally, wnd requive mothers
with = hm L-age children to work? Are we xo sure about the effects
of that i our =ociety 2 Might we not he producing a side etfect that we
won't Hike?

Mr. Rosow. T wonld Tike to address myself to that, because 1 have
taken a lot of eriticism ahout that in the general ;ml»lw during the
months that this has been under disenssion and review. And we have
given ot of earveful thonght to it.

Ax Seervetary Fineh has said, I think in the first caze there is really
a question of snnplo caquity. \I(un mot hers in our society have elected
to work out. of sheer economic 11(‘('!\‘-1(\, not beeause tlw\' are career
women or want to seele fulfiliment in employment, but hecause they
have =chool-age ehildren in the category 6 to 17, and must either con-
tribute to the family support or cannot survive without wor king,
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A= Seeretary Fineh xaidd, 65 pereent of these women in the nonwel-
fave population are working today. And they do not have any aid from
the State in terms of child-care facilities; they are entirely =elf-sup-
porting,

These people are taxpavers and see themselves struggling to exist.
and they see other people in the society fully supported or supported to
a degree at various levels in ditferent States and not working. They
=ee thix axan inequitable relationship.

Apropos of your question, Senator Harris, about whether people
want to work, and therefore can make the transition, an in-depth
~tudy in Baltimore found that inner city mothers had a stronger desire
to work than mothers of the type I mentioned who have hushands
working and are not on welfarve. They are not working and part of
the reason is that they cannot make the transition on their own: they
need some assistance, encouragement, facilities, the type of thing we
provide in the employability teams under the WIN program where
fiva people sit around the table with this person and solve the various
problems that are impediments to work.

Many of these people are really afraid to go out in the world to work
becausc they think that they are going to fail or that they are unwanted
or they have no <kills or it ias been many vears since they last held a
job,or they have worked at jobsz that did not work out.

So insofar as your question about training is concerned, we feel in
the Department of Labor that we have, since 1962 with passage of
the Manpower Training and Development \et, put into place a very
elaborate and extended series of training programs,

We have been in the learning, growing process here, and this entirve
background of manpower training is available for the volunteer
mothers. We are not limited to the 150000 spaces and the 75,000 up-
grading spaces, They are ineremental to the in-place program of about
1.2 million training opportunities,

And gince most of these people, by definition, wounld qualify imme-
dintely as disadvantaged persons, we would tend to regear our pro-
orams to take them in.

In fact, the manpower programs trained about 200000 publie assist-
anee per=ons in tiseal vear 1969 adone and with eonxiderable sucee-s,

So that it is quite conceivable, depending on how well the fransition
from welfare to work actually operates, that we may have a situation
where a 30 or 10 pereent or even half of all our manpower prograns
will be applied to these persons, .

Senator Tharnes, T apprecinte your answer, and 1 think the goal i<
a lundable one, but it i=n’t responzive to what T meant to aslk, which is:
Why, thens make it nwondatory for this particular elass of mathers?
Do we lnow that mueh about whether society’s property served hy this
kind of requirement ? Motivation and attitnde, as you have indieated,
are very important if 1 person is going to move mto the work foree
e to go through a teaining program,

And do we know, for example, the effect of makin
rather than voluntary?

o it nandatory

MOTHERS WITO VOLUNILER NOT GIVEN HIGHER 'RIORTTY TITAN MOTHERR
MANDALED TO REGISTER

May I just say this Iast thing on the same question: Iow weuld you
determine which one wounld get priovity for the limited number of
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slots, child-care positions and training positions, and so forth—-those
who volunteer or those who are required to go to work ?

Mr. Rosow. Well, the House Ways and Means Committee had in-
dicated that it would prefer the administration to treat volunteers in
the same category of priority as those who had heen mandated to
register. So that would mean—— —

Renator ITarmes. You mean not to—what was the choive 2 T mean, as
opposed to what ?

Mr. Rosow. Well, in fact, we have been =ilent on the question of
the treatment of volunteers, .1Ithough our implicit intent was to treat
them with the same priovity as any other mother who was registered.
If two women came in, one who volunteered and one who was registered
becanse her (']n](hnn \\oro school age, and the conditions were favor-
able for both—-let’s say the one whao I('('l‘f(‘l(‘(l had only one child under
age =ix, She was able bodied and the ehild was four or five vears old
and an adequate day eare center was available. She would lie treated
just like the mother who might have a ehild 10 in =chool. Tht is the
intent here.

So we would be flexible with regard to both.

Now, in looking at the employment potential of adults, we separated
ont certain categories.

For example. we have said if a per=on is over 49 vears of age, they
woudd have o more fimited employment potential than a person in the
vounger age groups. H a person is disabled o had any phy=ical impair-
ment, we wonld consider them limited in mnp]n\mont potential. If they
had less than 4 years of schooling, we say they are Timited. Tf they had
more, we wonld say they have a potmm‘ll If 2 mother has two o three
preschool ehildren, we would put her in a lower categnry— even if
she voluntered—becaunse there are impediments to her working and
there are impediments to the social structure taking care of ler
children.

T{ the person is between the age of 16 and 21 and in school fall-tine
Lie i< exempted by the Taw,

So these are the sort of eriterin that we used in defining the priorvitics
and potential for work.

Seaator Harmis, Then if there were three volunteer mothers and
three who were required to report for work or training, making a
tatal of six, three of cach category.and you had four pn~1tmn~——th.}t is,
vou were able to only produce child eave and jobs or training for foin.
vou would t.l]\(‘I\\ o from each entegory ?

Mr. Rosow. No. It might be that all three would he volunteers and
one wonkl be r)f tlm registered group. It would depend on the mix,
There would not he any Mtvmpt to balanee between the two.

The ohjective of the law is not to be punitive but. vather, to have the
persons covered under the Familyv As<istance Program as »-p. some

responsihility that goes with the vight= that ave heing leaizIated by this
hill.

hit the objective will he to work on those who have the sreatest op.
portnity to sieceed intraining or worlk.

If we hod 10 volunteers and had a hundred vegistered, and the 10
vohmteers had the hest elinee of making it we woudd wor's en thew
first and then got to the registrants heeause we wre mteresiod i the
total.
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Senator [agris, Right, T want to turn to Senator Fannin, but let
me just fini<h on that one peint, then. You wouldn’t distinguish be-
tween the two except to the degree that they had a better chance of
nuking itcas [understand it, regavdless of what catecory they were in.

But isn't it a fact that the administrators of WIN would tell youn
that mandatory vefervals don't work out very well?

Mr. Rosow. Senator Harris, I think the problem here has been with
the present law, and we have referred to thix before, and the Secre-
tary referred to it in hix testimony, This phrase of »An appropriate
person™ which is the present language has atlowed the judgment as
to who should be referved to the Welfare Depurtment. And there have
Been widely varving, standards, and mul':ll jadgments involved here,
from 97-pereent referrals in Utah to 34-pereent referrals in New York
Cityv.and that has heen the hasie kind of problem.

This <ituation in WIN Ix improving. The emplovment service, the
State \nH'uu people, have heeone more oriented toward trying to
make the program work, and so forth. So 1 think that is really the
erneial thing inour view,

Senator Haeers, Senator Fannin/

IMPACT OF FORLRIGN COMPETITION ON JOB MARKLT

Nenator Fax ,\'1.\'. Thank you Mr. Chairman.

My, Seeretary, T appreciate this opportunity to he with yvon today,
to have von with ns,and T eertainly agree that we all have the same
woals, dlt!n»n"h am vitally concernedd “ahout rome of the information
pertaining to this particutar bitl,

I had one of my statf members brief me on what happened this
morning, But iy great coneernt is what we are goite to do about johs,
[ know that ~ome of your statistieal inform; Wion may indicate that we
are going to have those jobs, but T have many of the manufactuvers
coming to e and talking to me about what is happening to their
emplovees, where they ave forced to go over-eas and establish plants,

Just one voferenes! I had one of the men who has boen talking to
the Secretary of Commerce, Seeretary Stans, and also to Seevetary of
Labor Shultz vecarding his partienlar problem. he says to compete
he = foreed to o to Taiwan to open a plant. This iz the eleetronies
industry, And in 1971 when that plant comes on-stream, 30 pereent of
the emplovees in many of his plants in the Tnited States will be out
of work.

Now, if we have very mueh of that——and T think we are going to
have it unfortunately what ave we going to do to assure these peaple
of johs?

Secretary Fixen.s T think this more appropriately comes under
Tahor,

Senator Faxyin. Al right, Fine,

Reeretary Fincrr, We will =peak to the welfare aspects of it.

Renator Fax iy, T think it all ties together.

Secretary Fixerr, Tt istied together,

Nenator Fax~iN, Yes

Mr. Rosow, \s yvou know, Senator Fannin, this program tends to
rely very heavily on the private seetor. and the sitnation that von
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have just deseribed is typieal of the type of adjnstment that ocenrs
where foreign competition or anv other factor of competition is rais-
ing unemployment, reducing sales or pressing down on that sector,
and it has had an uneven effect in different industries and different
towns, as yon indicate.

Now, recognizing that, we have looked at the general labor market
situation in analyzing the program. The Burean of Labor Statisties
points out that there are an average of 2 million job openings that
will be ereated in the cconomy on an average each year in the fields of
elerical, sales: serviee, and operative occupations, the types of ocenpa-
tions that the WIN people in fact, have been referred to and have
successfully made some labor force connection.

Senator Faxyiy. Yes, Well, of course. now we realize that there is
not a service job available unless there are several manufacturing or
production jobs available, or agriculture or whatever it might be.

In other words, T ean recall that we utilized a figure for every 100
jobs in manufacturing or agrienlture. whatever it might be. that
would be jobs in basie industry, we would have perhaps eight to 10
jobs in service industries, and so you are talking about service indus-
try jobs that will not be forthcoming unless we ecan hold these jobs
in manufacturing. agriculture. and all the rest.

T have watched and have been studving it as to what ean be done.
and T think that you not only in the Welfare Department but in the
Labor Department. especially, must take a look at what is happen-
ing from the standpoint of what we can do to hold these jobs in
America—countervailing duties. anti-dumping laws, a change in the
administration of tariffs Iaws.

T mean. we are not competitive in very many industries today——
certainly not in the electronies industry. You could just name them
down the line, whether vou want to talk about bicveles, motoreveles,
automobiles. The aireraft industry is about the only industey in which
we are still competitive.

So I think when we talk about this program we better consider
what is happening in other areas or we are not going to be able to
dn what we are discussing.

Now, I had the privilege of visiting one of the work centers, one
of the training centers in Phoenix just this week and I was very im-
pressed with what they are doing. But then 1 started talking about.
wellowhere are they going to have jobs?

Just last week they were laying off in our plants there, people that
probably were the last ones on so they are the first ones otl, And 1
know in this example I gave where 30 percent of the jobs would be
disearded, infortunately- —und this gentlenmn—-has been in touch with
Secretary Shultz, he is associated with Seceretary Shultz so he has
brought this to his attention, that most of these peaple are being laid
off—in the 30-percent group, about 70 percent of thera will be peaple
who have been employed through training programs. and they have
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spent millions of dollars, both Government money and their own
money, training these people, and years of work, and now they ave
out of a job.

Now, I just think we have to get our different groups together or
we are going to be in trouble.

One problem we have and, of course, we are facing it now with the
strikes and with the demand for increased wages when we are not even
competitive at the present time—unless we can inerease productivity,
we cannot increase these wages,

PAYMENT OF BENEFITS TO STRIKERS UNDER THE BILL

Now, ILR. 16311 provides that recipients cannot be required to take
a job which is vacant because of a labor dispute, Does this mean that
a family—that family assistance payments and State supplemental
payments would be paid to workers on strike?

Mr. Rosow. No, it wouldn't pay the workers on strike, because they
would not be referred to a job in a plant that is on strike. They would
not, in effect, be used as strikebreakers. That is present Iabor law.

Senator Faxxin, Well, there are several—I realize that, but T don’t
know exactly what you are going to do. In other words, when you are
talking about someone not being guaranteed a jobh—that is the way we
talk about it, guaranteeing a job—I just wonder what is going to
happen to those jobs when they are at work and there is a strike. What
is the result ¢ What happens? They are taken oif, then? What do they
do, go back on welfare !

Mr. Rosow. If they go on strike?

Senator Faxxix. Yes,

Mr. Rosow, Well, it is not anticipated that they would go on strike
and go on welfare.

Senator Faxxin. 1 know it is not antieipated, but is it possible?
Would they be eligible/

Mr. Rosow. Well, first of all, they might be veceiving strike benefits
from the union. Secondly, many of these people, as you know, who go
on strike tend to get part-time employment or secondary types of
employment to finance them while they are on strike.

Thirdly, many of them could not qualify because they could not
pass the assets or income tests; in other words their income in the
preceding year, and their estimate for the next quarter would rule
them out. Because the strike is temporary in duration, they could not
say: I have no income anticipated for the whole year because we went
out on strike in March and I don’t expect to work any more.

So 1 think that most of them would be disqualitied out of hand
interms of the eriteria that ave in the legislation.

Senator Faxxin., Well, we talk about the term of the strike. Yon
know, we had an eight and a half month strike in Arizona in the
copper industry. Well, it was all over the Nation— and <o T am vitally
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mm erned about this, heezze we ave many people that T think can
Le placed in the mining industry hut 1 would e concerned about what
would happen, beeause this is a cerious problem.,

PAYMENT OF WELIARL BENEPETS To PERSONS CONVICTED OF RIOTING

Now, shifting over, would you recommend the Tosz of welfare eligi-
bility for any person convicted of vioting or shnilar crimes, after the
etfective dare of this bhill /

Mz, Rosow. It would depend, in relation to that specifie question,
what their status was. If they were under prosceution ov incarcerated,
of course, they ave not available for work, and if they cannot meet the
work availabilitv test, they sve not eligihle for henetits,

Senator Faxsiw, W ell, now, | thml\, My, Seeretary, perhaps you
condd answer that. It is move in vour jurisdiction,

Seeretary Fiver, Well, fivst of all, the obvious impediment that Mo,
Ro<ow referred to would he present.

Secondly, if the person was not inearcernted and otherwixe met
the eriteria, he would not be precluded by virtue of any activity until
he bad heen convietat of aerime, of conrse,

Senator Favxin, My pattern of gque-tions is from the standpoint
that T am very mueh in agreement with trying to do sonmething ahout
these very serions problems, We have our cost of production increasing
tremendonsly Teeanse of the str ke, beeanse of the disturhanees that do
occur, and T feel that i is just imperative that we solve that problen,

That is the reason for my (]ll(‘\fl“!l\l!"’ in that regard, heeanse T
am just so concerned about what is happening and T just hope we

can work tnz:vtlwl' to overcome =ome of fhvw ntlmr problems, such as
the factories moving ont of this country, giving them incentives.

I offered an amendment on our tax reform Hill, hut T was not able
to get it throngh. to try to give a company operating here, operating
in th(- “nited States, tho same tax benefits that we give a company
that 3s operating on for cign «oil, and T conld not even get that through.

Somy w lm ¢ objective is to try to provide more ]nbs in this t'nuntn .
but weare going the other way.,

Seeretary Fizvern T think fwo thrusts have come through in the Jast
2 davs, today and yesterday, Senator,

We cannnt consider this welfare problem without regard to the
aene ml problem that yvou are deseribing, and of course we have to take
into aceount the other programs- -city, county, and State, and woe have
to put them in the Iarger context,

Senator TFaxsiy, Well, Mr. See retary, T am very pleased to hear
you say that, beeause if we do have it in this narrow context that we
are going to perform a certain service and we are going to he able
to nceomplish these objectives that we all have, T think it wonld be a
faalse p]m‘n e and we caould mislead many, many people,

Seeretary Fixerr, Tagree,
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Senator Faxxix. And T was concerned about that. As [ went
through the training center I thought about, welly hiere are thiese pea-
ple. They are working now to achieve the ubility to perform jobs which
they think will e available to them. .And then here we ave with people
heing laid oft that have been in these training programs befare.

So, naturally, under these conditions we would not have work for
them.

PENEFIIS UNDIR BILL BANED ON ESTIMATED RATHEER THAN ACTUAL INCOME

Now, on another vein, why does 1LR. 16311 provide for benefit
aniounts to be based on the families’ quarterly income as estimated by
the Necretary? Wouldn't it make more sense for the family’s actual
income to be the determining factor as iz, for example, the case with
the retirement test under =ocial security

Seeretary Fixernn We have amore stable situation in =ocinl seenrity.
FFrom an administrative standpoint, the Department thought, it was
easier to monitor the income on a quarterly bazis rather than using
another time frame. We are willing to discuss the question, of course,

Senator Faxxix, In other words, you are not solid on that /

SRecretary Fixcn. No.

SECRETARY 'S DISCRITTION UNDER BILL TO ENTARLISH BENEFIT AMOUNTS
FOIl RANGEN OF INCOME

Senator FaxxNi. The bill states that the Seevetary may by regula-
tion extablish ranges of income within which a single amount of fam-
ily a=sistance benefit shall apply. Wouldn't this permit you to pay the
sane benefit to a family with inconie of 21,000 as to a family with no
inconie ¢

Mr. Parrrernnn Senator, that provizion was put in speeifieally =o
that we might, if adminiztratively it appeared to be preferable, use
the kind of mechanizm that is used in the veterans program, There
the steps or ranges of income involved are $100 steps, The theory was
if someone’s income was changing only by a hundred dollars a’vear.
rather than having to undergo the administrative expense of recal-
culating for a few eents, we would be permitted to maintain the same
benefit anywhere within that hundred. We were not considering any-
where near o harsh a thing a< thousand-dollar steps. S

Senator Fax~in. T zee,

Mr. Vexeyan. Senator, T think we should also clarify one other
thing. ’

It is my understanding that under Social Security the benefit pay-
ment ix based on the annual estimated income at the heginning of the
vear and then adjusted on the basis of actual income. So you do have
an adjustment period. :

Senator Fax~ix. Youthink it will average out, then?

Mr. Vexeman, Well, we based it on what the person thinks he is
going to earn. You pay the benefit on that basis, and you would adjust

it according to actual earnings,



326

PURCITASE OF COLOR TELEVISION T0O AVOID RESOURCES LIMITATION
UNDER BILL

Senator Faxyix. The bill requires you to exclude from considera-
tion as resources assistance an applicant’s *Household goods and per-
sonal effects”. Wouldn't this mean that it would be to the advantage of
a family with savings of more than $1,500 to spend money on such
things as color television sets or expensive furniture to reduce their
sources—thetr resourees to the $1,500 limit so they can get on welfare /

Secretary Ifixcn. That is the present law, This is another reason
why we decided to have a quarterly review—to avoid, or at least better
monitor, the situation where a family might be inclined to indulge
in that sort of practice. As it is, we can get an average over a period
of thme and pick up any distortions that would result from that kind
of activity.

SPCREVARY S WAIVER AUTHORITY UNPER HESEARCIH SECTION OF 13TLL

Senator Fanzin. Well, in the research authority under the hitl,
vou are peritted to waive any requirements, as I understand, or lim-
itations with respect to eligibility for an amount of family assistance
as you determine appropriate. Wouldn't this authority perhaps per-
mit you to establish a guaranteed minimum income program within
a community with a 81,000 guarantee for a family of four?

In other words, 1 am trying to just analyze this so that T fully
understand what would take place,

Secretary Frxen, Welly it is not a guaranteed income progran:,
As Tong as you are including only what we call the family unit—]
mean a group with children, or a child, and you have a work require-
went, then the term “gnaranteed annual income™ just does not apply.
The proeram does not include all citizens, It does not inclade the
single, 1t does not include the childless couple, and it does not inelude
the ones who won't work.

Senator IFanyix, Well, T just want to repeat the great concern
t have, more important than anything elze, is that we combine vour
work with the work of other departments. And I ain very pleased that
some of the other departinents are represented here todav hecause I
just am very skeptieal that we can carry this through and suceemd
unless we can save some of these jobs that are leaving this country.

And the ones, as T said, that are leaving, are the ones that these
people can work at and handle without extensive training.

MINIMUM WAGLE FOI EMPLOYMENT

My, Chairman, thank you,
senator Harrts, Back to a question T asked earlier about the mini-
wum wage. I thought I understood what was said about the minimum



327

wige, but appavently 1 did not, according to what a stafl member
telfs me. It is what I originally thought, that if the job to which a
person is referred, is not now covereﬁ by a minimum wage, then a
minimum wage would not have to be paid; is that correct ?

Mr. Rosow. That is my understanding, Senator.

Senator Hareis, Yes.

Mr. Rosow. I thought you might have misunderstood-—-

Senator Harris, I did

Mr. Rosow (continuing). When you said it covered your objective.
1t covered it in part. An%i the other part about prevailing wages, it is
conceivable that the prevailing wage is less, particularly 1n the South.

Seantor Harris. Do you know whether picking cotton is covered by
any minimum wage?

Mzr. Rosow. It depends on the State,

Senator Harris, Is it covered by a Federal minimum wage?

Mr. GorrMan. Yes, Senator. It depends on the number of man days
of hired labor used by the farmer, 500 man days a quarter. So it would
depend on the size of the farm.

Senator Harris. But if it were a small enough farm there wouldn't
be any minimum wage for picking cotton?

Mr. Gurrsax. That is right. It is the size of the farm which deter-
mines coverage, Small farms are exempt.

BEQUIRING PERSONS UNDER THE BILL TO ACCEPT WORK AT LESS TIHIAN
MINIMUM WAGE

Senator Haxkris. Then is it possible under this bill that a mother
with school-age children could be required to take a job picking cot-
ton, for which a minimun wage was not paid?

Mr. Gurraaxn. Yes, Senator, if that were the available work.

Mr. Vexesaxn. I think also it would depend upon whether or not
there was a State law. In some States where there is an agricultural
cxemption from the IFederal minimum wage requirement the State
does, nevertheless, cover women and minors under State minimum
wage requirements.

Senator Hagrris. But 1 mean it is possible that that could happen
under this?

Mr. Rosow. Yes.

Senator Harrws. In my own State one time the county commission-
ers who administer the free commodities program decided during the
cotton-picking season to stop it and refused to give out free commodi-
ties, no matter how needy people were, because they =a.d this kind of
program keeps us from getting cotton pickers, )

That is why I asked you that, I think it is far more than theoretical.
1 just wonder if you have any response to that?

Secretary Fivcrr, Well. T think it is covered in this bill under sec-
tion 148, part (b), which says that:

No family shall be denied benefits under this part . .. if the wages, hours,
or other terms or conditions of the work offered are contrary to or less than
those prescribed by Federal, State, or local law, or are substantially less favor-
:ble to the individual than those prevailing for similar work in the locailty.

'That is as far as the bill reaches, Senator.

Senutor Harrts. Well, of course, I don't think that is far enough,
as you know,
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MANDAYTORY  WORK REQUIBEMENT

Now, back to the question of requiring work, T call your attention
to an evaluation of the work incentive program made by .\uerbach
Corporation of Philadelphia, Pa., dated January 29, 1970, this year,
and submitted to the Committee on Ways and Means,

Without objection, at some point in the record, this entire report
will be included, but T will just read to you some very brief excerpts
and ask you to comment.

('The camplete veport appears in this hearing as appendix .\, page
383.)

Aunerbacli Corporation, which I understand is the official evaluator
of the department, said this about the present WIN program:

Unless mothers ean be employed in positions paying substantial wages, either
the cost of AFDC-related services will increase as a result of WIN, or the net
useful income of the mother will decrease, or the program will have to be limited
to mothers who can find their own child care at little cost.

Another problem {s that WIN calls for compulsory participation of mothers.
This requirement has provoked such consternation among welfare rights repre-
sentatives, union leaders, and others, that the program began in an atmosphere
of distrust despite the fact that:

Far more volunteers exist than slots.

Essential services, child care in particular, simply do not exist in many areas.

The punitive provisions of the legislation are largely unenforceahle.

A third incongruity involves the job situation. Although the WIN concept
is huilt aronnd jobs for welfare reciplents, there has been little investigation of
the labor market to determine exactly where and how johs can he obtained. and
how many jobs are actually available or likely to become available for WIN
enrollees, Now that the program is underway, there is g growing feeling among
local WIN staff that many participants, women in partienlar, will not ohtain
jobs in the already tightly restricted labor market existing in many communities,

At snother vdace the sane report <avs: “The <taf¥s eonld not handle
the volume nf traflie”

I wonder if vou have any connnent en whether those ohjections will
he met under the TTAP program which vou are recommending,

Mr. Rosow. Well. the Averbaelh Corp whieh has o eontreaet with the
Department of Labor was invited to testifv in executive se<<ion hefore
the committee on the comments vou read, Senafor ITarris. And in

‘addition, the chairman invited Emplovimient Serviee and Welfare
State diveetors from clght States to testify about the WIN program
from their elose observation,

Almost unanimonsly they stated that the WIN proeram, in their
view, was= the most promising manpower praogram that has conme alone
sinee 19620 and urged the committee to look with favor on the possi-
hilitv of this program working to achieve the obiectives af this hill.

It is trne that <come of the nroblems vou state exist. and there are
other problems. In fact, after hearing the testimony in the executive
ses<ion we prepared an analysis of the six prablem areas under WIN
that were tdentified by the State representatives and the Auerbach
people and how the Family Assistance Act wonld in effect offset or
put aside those problems.

T will be glad to submit that chart for the record.

(The chart referred to follows:)
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FAP WOULD IMPROVE ON WIN IN SINX IMPORTAD

P’roblem Areas in WIN

1. Inecentives for traiuning are too low.

2. The Employment Service cannot di-
rectly help enrollees meet personal ex-
penses related to training.

3. The requirement for substantial State
dotliar contributions ix a major impediment,

4. The “referral™ relationship between
welfare and employment ageneies is  too
discrefionary  and  varialle, resulting in
gaps and ax enforeement,

0. bual ageney responsibility and guide-
Hnex ereate coufus<ion and comtlict,

6. The lack of adequeate ¢hild care is an
major barrier to triining and cmployment,

Nowree s Department of Tabor.

'rovixions of WIN

Trainees receive a maximum of $30 a
month in addition to their welfare pay-
ment. | 8S8A Sece. 131)

Fxpenses attributable to
taken into account by the
ageneies in determining need.
402(a) (18 (M ¢ ]

training are
State welfare
[SSA Sec.

Federal assistance for training is lim-
ited to R0%. for child care to TH6e. [SRA
Sees, 435) and 403 (a) (3)(A)Y]

Wetfare ageucies refer “appropriate’ in-
dividualx, as iterpreted and determined by
citeh State ageney,

I'rocednres for disqualitication, for ox-
araple, provide that bhoth Labor and Ntate
Welfare agencies make related, but possi-
bly  differing, determinations, [S8A e
020 (1) (1) ]

Ntate welfare arencies provide for ¢hild
care services: 200 matehing in required,
[NRA See GO (A ]

1" ARIIAS

Provisions of FALD

Trainees wonld receive a minimutn of 30
additional per month, but where the man-
power training payment exceeds the FAA
payment plus this $30. the fimily would re-
ceive the difference between the two, [FAAN
Rev, 432ay (1))

The Necretary of Lahor would make pay-
ments directly to trainees {o cover their
training costs, [FAA See. 4320) (2)]

The matching formula would be =10
for training, and 100¢% federal for child
care. fFAN See. 135 and 4036}

The statute would require thiut every
iwdult, able-bodied member of a family re-
ceiving assistance must register for work
or training. The only exceptions are clearly
specified in the bitl, [FAN Sece. 4471

Respousibilitiex are  clearly  delineated
with respect to registration, tritining and
work, with no second-guessing: a separate
appropriation is provided for the Secretary
of Labop, [IPAN Sees, 7, CHIS, and 1307

The burden of State matehing would be
eliminated ;. authority is flexible with re-
spect to who provides the service and what
form it 1akes, and includes renovation:
child care continues for those who enter em-
ployment. [FAN Reess B6 and $130hy 3]

(18N
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Mr. Rosow. They deal with things like incentives for training, the
ability of the employment service to assist in training expenses, the
question of child care support, which now involves 25 percent State
matching, which is a major impediment, as Secretary Finch said
vesterday: the fact that the child care funds funnel through the wel-
fare organization, which does not make for flexibility of nse; the
fact that the WIN program is young and has had a problem digesting
so much registration and maximum enrollment in a very brief period
of time: the fact that referral has been quite uneven among the States.
The critical problem of the dual agency responsibility between ITEW
and Labor with regard to this term “appropriate person” which is
now clearved up in the bill so that registration is clean and clear and
not a matter of judgment is critical because in that step itself there
will be a clear commitment to deal with the people. It will not be a
question of achieving enrollments.

They will be enrolled. It will be a question of providing the work
training, the jobs, and the child care. And to a large extent the burden
will be placed on the States to perform and on the administration
perform in these areas.

So 1 think the Family Assistance Act seeks to eliminate some of
the existing legislative inadequacies in the 1967 WIN amendments.

QUESNTION OF ABILITY To EXPAND CHILD CARE TO THF EXTENT PROPOSED
UNDER U BILL

Nenator Maeris, If that is so, given the present number of child
eare positions, how will you gear up now the several million, T sup-
pose, applicants that you are going to have now?

Mr. Rosow. The present 1967 WIN amendments make no distine-
tion, if fact. between mothers with young children and mothers with
school-nge children. The law merely refers to “appropriate person™
and it iz left to the discretion of the welfare organization to make
that decizsion and that is why, in fact, some of the so-called volunteers
are persons with young children who were referred by the welfare
oflicer.

The Family Assistance et elearly exempts all mothers with young
children at a time when they are needed full time in the home,

Now, with regard to those mothers with children 6 to 17 years of
age, 1t i= quite coneeivable, again in terms of our | riovitics, that
large munber of those mothers will have ehildren who will not require
what we characteristically think of as child eare. They are cehildren
who are preadolescent, and adolescent, and are really self-suflicient.
They may require some reereational facilities or parc-time programs,
but that mother would have more freedom to enter a training pro-
aram or take @ job than one with a very yeung child. The problem
will exist, of course, in let's say the age group of 6 to 12, somewhere
in there, and it will really be a problem, as Seeretary Finch said,
of getting more program into place during the 1-year leadtime which
this bill would provide,

Iy other words, funds wonld be provided on the day of enactment
of the logistation prior to the vegistration program, which will take
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place in July 1971, Bat it is very likely—and 1 think your point ix
very valid—that child care facilities will not, in fact, be in place
ali over the country in a smooth and efficient manner to assuare that
all the persons who have registered who have children are ready and
willing and able to go into jobs.

There will be lags and 1nefliciencies and unevenness in this process,
and in itself it will place the burden and a demand on us to perform.

Senator Hanns, Do you believe that in the first year you will be
able to provide work or training and child care for every person who
is required to go into a work or training program and for every per-
=on who volunteers?

Mr. Rosow. T don’t think we could categorically say yes to all of
those questions. I think that we will have work referral for some
people who will not have young childrven, where it will be easier, [t is
possible, under the bill for the mother to purchase child care, and
that is being done to a large extent now, and that is treated as an
income disvegrard.

In other words, it is financed rather than substdized, in effect. And
[ think we can expeet a lot of that to take place in the absence of
facilities being available. We have got entry for the private sector
to come in. We have authority for the Secvetary of THEW to con-
tract direetly with school hoards to try to overcome the problent of
construction and to wse facilities that are in place.

o, I think that many of the aspects of the program look opti-
mistie, but it would be diflicult to make @ universal commitment,

Nenator [Larrrs. You just don’t know, then?

Mr. Rosow. Yes: a large proportion of the auswer is ve< but in the
totality of the——-

SRenator Harms, Do vou know how many mothers of preschool
children ¢r how many mothers of school-age children have been re-
ferred under the present program £

Mr. Rosow, Yos, sive I can’t grive you the breakdown by the awe of
the children,

Senator Tlarris, The Iaw doesn’t diseriminate now ?

Mr. Rosow. But we have, in fact, envolled up to. I think February
of this vear, 138,000 persons under the WIN program. Now, th
includes males as well as females. And we have placed in active em-
ployment around 22,000 of these people. We have, of cotiree, some
problems in any program of this type ol dropouts, of people who
couldi’t compete, who have illness ov persenal reasons for heing--——

sSenator IHarris, But how many of those were mothers with
children’

Me. Rosow. Of the 133,000, I think about 60 percent are wonen.

Senator Haneis, Do we really know ?

Mr. Rosow. Yes, we have a record on the computer: 60 percent are
female and 40 percent are male in this program. We have a breakdown
by age, race. education, labor foree status when they entered, and other
eritieal facts,

Senator ITarrrs, You don’t know how many of those, of course

Mr. Rosow, We don’t know how many have children in each age
bracket.
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Senator Harrrs, That i right. Then, we don’t know how many would
be required to regrister if the law were as it is recommended.

Mr. Rosow. No, but we know, as we said earlier, Senator Ilarris,
that 500,000 women would be required to register who are in the cate-
gory of having children age 6 to 17.

Senator Takrnis, Right.

Seeretary Fixen, And that goes to the first question von raised at
the opening of this session. We would hope to have this data tomor-
row. We think what we will have is not an optimum experience, hut
what is achievable, tryving to work with the best information that the
Departinent has *

PEENENT O AVATLABINIEY oF DAY CARE

Senator TTaknis. Do we have any way to know how many qualitied
day carve slots there are now available in each State? ITave we Yeen
able to determine the extent to which personnel qualified to provide
the kind of day care required iz available in the States?

Mr. PatricerLr Senator, we do not have the day eare capacity of the
country, by State. We could give yvou a nationwide ficure of 11.700
licensed or approved day acre centers or family day care homes which
have a capaceity of some 438,000 children

Senator Harris. How do you know that?

Mr. GranaTo. That is the latest official survey, made in 1963, We
estimate——

Nenator TLarris, Who made the survey ?

Mr. Graxaro, The Children’s Bureau in TTEW made the «airvey.

Senator Hareis. Flow many of those are vacant and would he avail-
able for this program?

Mr. Grixarto. There is no actual ficeal estimate, but our experience
in the past has been that the majority of these stots are full.

Senator Harers, So, T mean what makes us think, then, that all this
child eare we ave talking abont is deliverable? How do we know how
many ehild eare positions could he delivered in my home State of
OkInhoma, for example? .

Mr, Granaro. T think there is no question but that there is voine to
have to be a program for resonree expansion, ar program expan<ion.
Ttilizine familv dav earve homez, we conld expand ranidlv to provide
enve Tor children. T think that we can develon the resoureces. Whether
we ean meet the totat need a= rapidly ns the veferrals ave made, T think
we <t need to answor,

Sanatar TTwanre What abant the trained peonle?

Mre. Graxarn, The hill ealls for fands for teaining, We would pre-
pare a plain for trainine profescionals and AFDC recinients.

Senator Hareis. Are such plans in heing now?

Mr. GraxaTo. Yes, there are,

Senator TTarrre. Ave there?

Mr. Graxaro. The planning and outlining in terms of what we
wonld do immediately is in the planning stage at this time, We are

*The material referred to appears on page 2145,
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estimating that we could begin with approximately 12 pereent of the
positions including welfare recipients and eventually hope to go to
mayhe 65
Senator Harris. Don’t you have authority under the existing law
to do that with very few children actually being served with ¢hild
ave ?
Mr, Graxaro, Yes.

CHHELD CARE PoR WORKING MOTHERS ON WEHLEARE BUT NOTIN A CTRAVINING
PROGRAM

Senator Hanris, Under what provizions would AFDC mothers who
work. but are not under a training program, be able to secure day
are under this hill?2 Is there provision for that!?

Mr. Parnicennn Senator, two things are relevant here,

[First, ns o woman moves into emplovment. ov is employed full time
for that matter, she can participate 1 these programs under a fee
schedule approach. It is seeified in the bill that the Secretary would
pass on the amount of payment or the fee schiedule that the woman
would have to pay.,

Moreover, the bill says that wherever day care would be necessary
for an individual to continue or to enter full-time employment. it can
he provided.

One of the problems here, of course. is do you want to undertake
to provide fully governmentally subsidized day cure for a large nun:-
ber of families who are already providing their own, or, in using
searee resources, are you trying to tavget in on those familties which
need the day care to get work in the first place. We have tried to
strike a balance here.

THEQUACY 0F f1H600 PLOOE TOR FAMILY O' FoUR

Senator Haexs, Talking about searce resources gets me to the nest
question which you, Mr. Secretary, talked gbont earlier, and that was
the adequarey of the SLE00 minimum income floor for a family of
four. Congress vould decide to do something ditferently and for ex-
ample not approve ABM or SST, and with this savings raise the
level of these payvments, That is obviously true,

What about this? What is budgeted in President Nixon’s budget
for revenue charing to the States for the year in question here, and
conldn’t that be foregone and added on to the level of income provided
in this bhill?

Seeretary Fivcir. The administration’s commitment is very clear.
It isa billion for the first full year, moving to 5 billion over a 5-year
period. There hasbeen no action by Ways and Means on that provision.
T think they feel that it is & verv important concept, and T see no
disposition anywhere in the administration to alter that decision,

CORT O T'o0Oh STAVP PRODO<Ar S

Senator Tharnis, What about the food stamps. We were looking
earfier at the problems of notehes of cevrvices in lien of moanev, Some
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cconomists looking at the way we operate—whereby we provide
services, health services and housing services, and so forth—said 1
wish money had been invented. Suppose, for example, the Congress
decided instead of the expanded food stamp program to provide cash
in the way of raising the minimum provided tlor in this bill. Have you
figured out how much that would allow the floor to be raised?

As I understand it, for eaelh hundred dollars it is $400 million.

Secretary Fixem. That is approximately correct.

Senator ILarkis, What would be the cost of the food stamp program
which is down here?

Mr. Parricernt, The President’s proposal, and in fact the present
food stamp schedule, I believe, is priced in fiscal year 1971 at about
£1.2 billion. If you substituted cash for the food stamps you could
buy perhaps a 8300 increase in the basic payment.

Senator Harris. If that were done, it would eliminate one of the
notch problems that we saw on the charts you presented this morning
in response to what Senator Williams was asking. Would that he so?

Mr. Patricernn If you were to repeal the food stamp law at the
same tinle, yes.

Senator Iarris. That is what 1 mean. And in place of that add the
ensh that would otherwise go for food stamps to the level provided in
this bill. You would not then have that notch problem in regard at
Jeast to that item, is that so?

Seceretary Fixcrn. That is correct.

DISCREPANCIES BETWEEN STATES

Senator Harris. Now, Mr. Secretary, you said in your statement
that the present law is defective in that it is characterized by un-
justifinble diserepancies between the states. Under the FAP program
which yvou are recommending there would still be discrepancies be-
tween States, is that not so? There would not he any uniformity as
to what a child is entitled to State by State, except for the minimum
floor that the Federal (Government guaranteed.

Seeretary Fixcr, Well: no. You wanld also have the additional
fartor of national eligibility standards, which would be i wholly new
concept,

Senator Harkis. T understand that is intellectually:

Seeretary Fixcu. Then, of course. it is up to the State legislatures,
and also, where you have city and county programs, to the city and
county, to decide how much they want to add to this base. )

Senator I1arris. 1 eall your attention to the chart which you pre-
sented to the committee entitled “State Inequities,” which shows that
the States have average monthly paynients of a family of four between
$250 and $299. That one State is $49 and that 19 States are between
$100 and $149. In other words, that chart showed allowance payments
vary greatly with each State. )

Without objection, we will place that chart in the record again at
this point. A

(The chart referred to follows:)




STATE INEQUITIES

ALLOWANCE PAYMENTS VARY WITH EACH STATE

Average Monthly Payment
Family of Four

$250-299
$200-249
$150-199
$100-149
$ 50- 99

0- 49

2 STATES

| 9 STATES
s B 14 STATES
19 STATES

BN 5 STATES
{ STATE

e
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Senator Harris, Now, yon wonld still have greatly varving pay-
ments by States under this present system, is not that =o!?

Secretary Fincu. Yes,

Senator ILarris. President Nixon =aid at one point a child should
not be worth more in one State than he is in another State and that
was a major failing of the present system. That criticism of the
present svstem would still He once we had enacted the family assistance
program.is not that so?

Secretary Fixci. We would have closed the gap enormously. Under
family assistance the average would be 8133,

Senator ITarr1s, Right.

Sceretary Fixcn. And then if you were to throw in the food stamp
increment, the average would get up to somewhere around $205,

PIMEBEING DL DUDERAL WILFARE OBLIGATION WIHLE STATE BURDENS
INCRILANYL

Senator Tlarris, You used as an argument for this program that
would for the first time limit the Tederal obligation.

Secretary Fixer. That is correct.

Senator Harris, Is not that therefore quite likely to raize the obliga-
tion either of the State or the burden of the poor per<on?

Secretary Fixcir, No. The inducement before was for States which
had suflicient resourees to increase their expenditures, and thereby take
advantage of open ended Federal mateching. California «id this,

Senator Iarris. T eall your attention to chart No. 12 in the booklet
entitled “Material Related to H.R. 16311, prepared by the Senate
Finance Committee staff, a chart entitled “IFederal arnd State Sharing
in Cost of Benefits to Families.” which indicates—and 1 do helieve
that there is question about this—that Federal costs would stay rela-
tivelv constant vising only from $4.7 billion in 1972 to $£.9 billion in
1076 Lt et State coxt <, on the other hand. wonld increase from $2,1
Hiltion in 1972 1o ¥3.4 hillion in 1978.*

Do vercaeree that thisisso?

Seeretary Frvenm. Well, we cannot anticipate how the State legis-
lators will react to savings we are picking up here, so that T can’t stipn-
Iate that von would necessarily get this resuit. The States may decide
to put some of their savings, assuming they got revenue-sharing in-
volved as well-—

Senator TTarnres, The «tadf tells me that that chart is bazed upon
your own cost projections given to the House Ways and Means
Committee.

Secretary Fixerr. That is correct.

Senator Harris, That being so, since the Federal Government is go-
ing as you say for the first time to limit its contribution in the future,
those costs vou project vourself, isn’t it obvious that they will either
be borne hy the State or the burden of the poor person will not be as
greatly relieved as it is otherwise projected.

Mr, Viveasrax, Senator, there are two things that we should take
into consideration here. One of them is that the State costs under ex-
isting programs would rise as much or perhaps more than thev
would wnder Family Assistance. The other is that thix chart relates

—

The chart referred to appears at p. 131 of this hearing,
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only to grant pavments. 'The bill provides that the Stare could turn
over the administrative costs to the Federal Government, and thogze
administrative costs would be in addition to the Federal costs shown
in the charts,

Another factor is that the Federal Government would pick up 100
percent of child-care costs, whereas now we pick up those costs on a
7525 matching basis.

Senator Harris. Of course that is not being done.

Mr. VExeyan. And the Government would pick up 00 percent-

Senator THarms, That does not really relieve the Statex much be-
cause, as you said, States wounld not be doing it very much anyway.

Mr. Vexeyan, It would relieve them if you had a masszive program
going,

Senator Harris. Well, T mean it still is the same thing, though.
How can——-

Mr. Vexeaax, The point I am making is that this iz not the total
program cost. This is only the grant-payment portion.

Senator Harris. Right. But 1sn’t it rather inconsistent to say that
we are going to limit our Federal contribution and keep it relatively
constant knowing that population is going to go up and costs are
going to go up, and so forth, and the projected costs of vour own fig-
ures going up, and therefore the State will either have to take on
nore of that or the person will be less relieved of the burden of pov-
erty, and at the same time recommend a revenue sharing program
whereby we will give back some costs to the States?

Wouldn't it be just better to take this welfare burden off the baek
of the States and at the same time do a more uniform and humane
job for the people involved ? That it is an obviouz choice anyway.

Seeretary Fixcu. As a matter of philozophy. T have to disagree. 1
just do not think the IFederal Government or HEW ought to become
totally involved there.

Senator ITarris. Both of vou have been of course in State govern-
ment. T served 8 vears in the State zenate. Can you nnderstand how
a Governor or a State legislator conld feel very strongiv, us some have
said to me, that under this program you are saying we are going to
limit what we pay, and here ix the problem. you fellas have got to
take on inore of it vourselves?

Mr. Vexeaan, But they would not be taking on as much as they
are now. '

Senator Harus, Welll T eall your attention to your own projection
of figures. Yonsay costzare going to rise, ‘

Mr. Vexesrax, That is correct.

Senator Harrrs. But you say the Federal share i not. So o Srate
legislator or Governor looking at this program would think that the
Federal Government estimated the co<t is going up and it is protected
by a Thnit, but we will just have to do the best we can.

Mr. Parnricernr, We are sharing, Senator, in enlarged en<eload coste
with the States. And we are not limiting our contribution on an oh-
solute basis. We would be paying 30 percent of whatever size supple-
nmental program the State haz. up to the poverty line. There iz a
sharing. '

Senator Harris, Why do vou estimate then that the costs in the next
4 years will only go up from L7 to 4.9 billion?
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Mr. Parecrnnn That segment at the bottom of the chart is com-
posed of twe factors. One is the cost of the working poor program,
which as we =aid yvesterday was estimated at 100 percent participation.
With economic prosperity, we hope that by 1976, those costs would go
down,

senator ILarers. What did you say, with economic prosperity /

Mr. Vexesax. Yes, assuming that,

Mr. Parricerir. Assuming a _continuing inflation in wages which
in the working poor level is about 8 percent a year, there will be
smaller and smaller family assistance payments. So that segment of
the white area goes down. ITowever, the portion of IFederal costs relat-
ing to the 30 percent matching of the State supplemental was
projected to go up at the same rate as the State costs themselves were
projectedto go up.

Mr. Vexeyax. See, that Federal portion has built into it, what is
it, two billion that is built into that portion?

Mr. PaTrIceLLL Yes.

Mr. VenesmaN, If you would take that out then you would see a
little different growth pattern in there.

Senator Harrrs, Well, you can’t have it both ways. You can’t argue
to a fellow who is more conservative than T am that this is a good deal
beeause we are going to limit the Federal contribution for the first
time and keep our Federal costs from going up in the future, as yoa
state twice in your afirmative statement, and then convince me that
it is a good deal for the States and the poor people at the same time.

Mr. Vexemaxn. I think what we would have to do in order to make
this chart actually reflect what will be happening would be to separate
out the working poor portion of it for that 4-year period. Then I
think you wonld see more of a corresponding increase of both Federal
and State dollars,

Senator Harris. 1t is true, however, as the statement says that the
Federal share is limited but the States’share

Mr. VExeEaan. No, the Federal share in the existing categories is
not limited. It is limited under family assistance only to the extent
that we will pay 30 percent up to the poverty line.

Necretary Frxcir. In other words, we would put a ceiling on Fed-
eral grants on a per case basis. That is the significance,

Senator [Taenis. Mr. Seeretary, you say on page H of your statement :

Under the current system we have no control over the allocation of I'ederal re-
sources, Each State establishes its own benefit levels and the Federal Govern-
ment has an open-ended obligation to provide matching for these benefits, The
result is not only a potentinlly unmanageable drain on Federal resources, but
the creation of a system in which the Federal Government diseriminates sharply
in its treatment of equally needy families in different States. This is neither togi-
cal nor equitable.

[ agree with that. T think that it is a good statement generally in so
far s we are going to have to pay for it one way or another. T think
it ix very important that we understand that it is not a question of not
making a payment or making some payment. Tt iz going to cost us
either way.

But at another point in the statement vou say that this means that
for the tirst thue the Federal sharve will be limited—on page 16 you
state:
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It is important to note that this poverty line limit for Federat matehing puts,
for the first time, a Hmit on the Federal welfare commitment.

That is correct, I take it.

Mr, Patricernt, It is correct as to benefits per family. We think it
is desirable to put a ceiling on the Federal contribution toward hitherto
unlimited benefit levels. But, as the Secretary says, we are proposing to
mateh 30 percent on a case by case basis regardless of the number of
cases. We think you can make a distinetion between the number of
cases and the amount per case.

Senator ITarnis. Right. I understand. So if that level is to be super-
seded then the State will pay for it or the person will not get that
extra funding.

Mr. Vexemax, Over the poverty line, it would be 100-percent State
funds.

REDUCTION IN INCOME OF SOME WORKING PERSONS UNDER TIHE BILLL

Senator Harnis, All vight. I call your attention to charts 5, 6, and
7% of the committee material.

It has been said by Senator Ribicoff and others that we are embark-
ing upon a very new and, sone have said, exciting new concept with
a minimum Federal income floor. What worries me is the fact that
what is intellectually stimulating to some of us may not be as good as
more money for those who need it. And I notice, if the chart for
State A is correct, that a family of four headed by a motler with
carnings of $2,000 and work expenses of $30 per month under the
present law will realize a total income of $4,267 but under the law
which you propose would actually make less, $4,147, and that an un-
emiployed father with earnings of $2,000 and work expenses of £30 per
month would make 84267 presently. or would realize that presently,
but under the bill which yon propose would realize less, $4,147.

In State B a mother with earnings of $2,000, work expenses of 330
per month, would realize a net income of $3,467 under present law,
and would realize less than that, $3,347, under the law which you
propo<e, In many eategories as those charts indicate, the amount
realized would be about the same or not substantially different, and
that in New York City a mother with earnings of £3,320, work ex-
pense allowance of $60 per month, would realize prezently £6,027, but
under the law which you propose would realize less, #3047, and in
other eategories no inerease at all. Ave those facts substantially cor-
rect, and 1f so do vou agree that that is a good rvesult that people
would be penalized by the passage of thislaw?

Seeretary Fixcn, Well, first of all, I would like to ask whether or
not this inelndes the food stamp inerevent ?

Senator Hanrrrs, Well, I do not know, since it is not ineluded in
vour Bill, W\ T have indicated by the legislation which T proposed,
all these matters ought to he conxidered togethier. I do not think
they ought to be considered sepuarately,

Mr. Pamurcernnr, Senator, the reason that this was done was some-
thing we touched on only briefly vesterday. 'The present law permits
disreagard of the fist 230 of earnings, plus ono-thivd of the rest,

“Nee pp. 117,179, and 121 of this hearing.
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plus, on top of that, whatever the State defines as work-related ex-
penses. In some States vou may have S0, or even 8100, of work-related
expenses, which, when added to the first £30, is taken as an initial
disregard. Family Assistance tries to standardize that. Based upon De-
partment of Labor surveys taken in a number of cities, we pegged the
work-related expenses at ronghly #60 a month plus dayv care.

The present law in some States permits a larger initial deduetion,
and that in turn results in a larger payment as earnings go up and a
higher so-called break-even point.

Now, as we said, in New York City, nuder present law this partica-
L mother wonld be receiving welfare nntil her enrning< have pas<ed
over 87,000, Samewhere in the range from 87,000 to 87300 she heeomes
inehigible, whereas under Ifamily Assistance and the treatment we
niake for work-related expenses, the hreak-even point becomez ronghly
25050, We did not feel that a small loss of welfare benefitz to peaple
who have relatively high enrnings was in error. Thisx iz ene of the
choices that has to be inade between having a very high ceiling on
welfare benefits and adjusting work expenses, and the proper level
of the basie payvient, and all of the rest.

Bu¢ unless you wish to maintain a eceiling of over ST000 in New
York City, we think that you would want to aceept this kind of
change.

PISCAL IMPACT OF THE BILL ON THE STATTS

Senator Hargis, Tlow many States will e disadvantaged and how
many advantaged by the program? In other words how many will
realize less Federal fimds and how many will realize more?

Me. Veneyax, All States would benefit from the program. There
i a saving elanse in the provisions,

Senator Tareis, Ts it true—-

Mr. VeExeyax, Some of them will come out even. There 1< a guaran-
tee that it would not cost themn any more for the next 2 years, as |
reeall. by the saving elaee.

Seeretary Fixen, Nix States come out even and the athers—-——-

Mr. Vexeyrax, Under the committee bill, Arkansas, Georgia, Towa,
Kenturky, Miscisippi. Missouri, North Carolina, North Dakota, and
Seuth Carolina would have no-loss vrovisions applieable to then
Those States would not obtain any fizeal velief. hut wonld be pro-
teeted from ineurring any additional coste, AU the rest of the States
wonld ohtain come ficeal relief. And Senator, T think there iz a factor
that we must keep in consideration when we start fatking about the
hasie pavment. Unless we make come kind of adjustment on the per-
cenfage of Federal participation in the State supplemental pavment,
we are really not helping a road share of the present easeload, They
are not going to get any more money out of this, The States are just
comne to need wore fisen] relief as voan ao to 81,600, 81.900, or 2,000,
Out of abont 1.000,000 ATDC fnilies inWTannavy of this vear, nearly
a million Tived in States that pav above a £2.000 level, for example.

Senator Thaenis, T helieve the figure is 82 pereent of those presently
covered under the Taw would not rveceive any more nnder the bill
which you propose. Do yvonimderstand that to he the ense?
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Mr. Vexeaax. 1 think it woulid be close to that. .\ good share of
those are mn States that would be making supplemental payments.
But the point i< that as you increase the present caseload, the per-
centage would decrease from 82 percent to a lesser figure, but you would
still have about a million or more in seven States. California, New
York, Illinois, Pennsylvania, Massachusetts, Michigan, and New Jer-
=ey have about a million of the caseload. The plan is not going 1o
help these people. It iz going to help the other States.

NATIONAL WELFARE SYSTEM

Senator Hareis, T think that is why 1 feel that you have to take
over the welfare system and make it a Ifederal program. And then
you aveid all those other problems we were talking about this
morning.

Second, it seems to me it i= a rather important thing to relieve the
States of those increasing burdens of edueation and welfave, A ddi-
tionally, since there are no residence requirements anymore, and ]
agree with that, it is even more imperative that we really make this
into a national system altogether.

Mr. VexemaN. You have a rezource problem there. And, of course,
if you make it a national system there are a lot of questions yvou have
to answer: How do you regionalize it? Do you bring Miszissippi up
to New York's level if you nationalize it ¢

PEDERAL ADMININTRATION OF WELFARL

Senator Hares, Let me ask vou about that. When do you plan to
take over the Federal administration of the program? When would
you be able to do that and how are you going to do that?

Mr. Vexesan, Federal administration of the family assistance pro-
gram conld go into effect at the time the bill becomes effective.

Senator Harris. That is my question, New York, as I underztand
it, is ready to make application,

Mr. Vexesax. They want us to take over the whole program, in-
cluding the grant payvments. We are saying we will administer the
program under this bill--we will handle their supplemental payiments
for them. .

Senator Hakrs. How many States do you believe would decide
upon Federal administration of the supplementary program and of
the adult program? Do you have any idea?

Mr. Vexeman, We do not have any tdea. We put a pretty good in-
centive in there. We said if we administer federally we will pay 100
percent of the administrative costs; otherwise, it is 50-50 sharing.

Senator Harris. Do you have any idea how many might so decide ?

Mr. VexeymaN, We have no idea on that, Senator.

Secretary Fixcu, My guess would be a majority of the industrial
States.

ADMINISTRATION OF MEDICATD PROGRAM

Senator 11arris. How would the States that decided upon Federal
administration administer the medicaid program? How will they ad-
winister that?
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Mr. Vexpyas, The States will administer that. We are not pro-
pesing in this act to take over the administration of title NIX.

Nenator ILarers. How do you avoid. it seems to me, the argument
that you wind up with both still in it and all the duplication of two
kinds of programs and two administrations? Doesn't that seem {er-
ribly ineflicient /

Secretary Iivcn, We ave prepared to make a presentation to the
committee of how we use eligibility for title X1X as a back-up mech-
anism for the administration of this program, although there wonld
be a separate mechanism within HEW to administer this program,

HEW PLANS FOR ADMINISTRATION

Senator Tlarrix. What ageney under 1HEW is going to administer
this part of the program?

Necretary Fixcu. The House conmmittee report suggests a totally
new agency, but one that would have access to the information that
we htve in Social Neeurity,

Senator TLarris, What would be vour plan? T mean are you bound
by that House report ?

Necretary I'incin As T indicated in mmy opening statement, we will
have this before your committee very shortly.

M. Vexnestan, We wanf the benetit of the wisdom of this commit-
tee, Senator, hefore we make a final decision on that.,

Senator Hagkis. T would, teo. 1 would like to have somebody’s
wisdom. Tt seems to me that instead of the present hodge podge system
yonare just going to double it.

Mr. VeNemaN. No, T do not think xo. What we are suggesting is
not a complete take-over of all welfare.

Senator ITanmis. That is exactly my point. You are still going to
hiave some down here and some down here.

Mr. VexemaN. There has been a lot of discussion before this com-
mittee and within the administrations over the past vears of separat-
ing the services asnect of public assistance from the money paviments,
We feel that the Federal Government can pay out money more effi-
ciently than 50 different systems ean--or even more than that where
they have as in some States, county administration, And we are willing
to pay 100 percent of the expense of disbursing the money. That is
what we are talking about when we talk about administration,

States wouldd still be responsible for providing the social servicex
aspects,

Nenator Hagrrrs. There is a rumor, Mr, Secretary, that yvou have
said or feel that it might take 5 or 6 vears before you would be willing
to aceede to the first request that HEW takes over the administration
of the program ]

Seceretary Fixcir T have got to find your rumor source, Senator.
That isthe first time T have heard that.

Senator Harris. Really ?

That eame to me yvesterday, They said would you a-k the Secretary
how Tong he thinks that it would take before TIEW would be in a
position to aceede to a request made under this bilt for Federal ad-
winistration, How long do you really think it might be?
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Do you have any idea? .

Secretary If1xci. As I say, we are prepared to give the committee
a full demonstration of how this might be done, on the basis of our
experience with title XIN and social security. We think they could
move rather rapidly, within conceivably a year's time.

Senator Harris, Within a year?

Seeretary IFixcr, Yes, .

Senator ITagkrs. How many new Federal and State employees
would be needed to administer the program; any idea?

Mr. Venemax., Well, you would have a reduction in State em-
ployees, of course, Seuator, and an increase in Federal employees.
And Tthink a lot of them would be transferred.

HEW TASK FORCE ON ADMININTRATION OF BILL

Senator ITarrie, How many people do you have working on the
HEW task force on the administration of the program?

Mr. Vexeaax. We expeet to have about 30 working by the first of
July. .

Senator Hakris, T have some additional questions. We are going
totry toquit here at 4:30 as we did yesterday.

Senator Hansen might have some questions,

Secretary Fixci, Senator, we want to correct the record. The num-
ber on the task force shonld have been 90, instead of 30,

Mr. Vexeaxax. We have 30 on board and we expect to have 90 hy the
first of July.

Senator ITares. Right.

Senator Hansen ?

Senator ITaxsex. Thank you, Mr. Chairman,

T think T will take notice of the fact that the Secretary and staff
have had some long days already, this is the second one in a row, and
forgo any questions, T did have the opportunity earlier to ask some
questions.

Thank yon, sir,

DIFFERENCE IN PAYVMEN T LEVELS IN ADULT AND FAMILY PROGRAMS

Senator Harris. Right. What is the justification for the lack of
uniformity in payvments? Under the family assistance program the
Tevel would be $500 per year for the first two people, and £300 per
vear per person thereafter, but the level of payments under the adult
categories is, as 1 understand it. $1.320 per person. Is it just a matter
of doing the best vou feel we can do by allocation of resources or ix
therce some reason for the discrepancy between the two?

Secretars Fincir. We would bave preferred a cutback. But if you
begin with the critical case, obviously it is with the first two persons-—
assuming a parent and a child--that you are going to get the greatest
clout with the dellar.and then beyond that you just have to go to what
seems to be a rational figure.

My, Vexeanaw, That is where your heaviest fixed costs come in- -
housing, ond certain other fixed co-s= for a familv. You have to have
housing whether yoi have two or three, and ag you add to the family
the cost per individual is reduced. ‘
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As far ax the adult categories are concerned, our recommendation
to the Ways and Means Committee was £90 a month in our criginal
bill. They raised it to $110.

Senator IIarrts. And, of course, you have already spoken to the
fact that the bill does discriminate against childless couples and single
persons. which T believe vou said was a matter of deciding what was
more important to do with limited resources, ) )

Seeretary Fixernn And a matter of making a judgment on its social
impact,

Senator Thanms, That is what I mean, what yvou considered to be
more portant.

RIGHTTO HEARING IF PROTECTIVE PAYMENTS AR MADL

Whar about a provision in the bill which, as T understand, allows
that payvments may be made to a person other than a family wember
if the Secretary deems that appropriate without a requirement for
notice and opportunity to be heard.

[« that eorreet?

Secretary Fixerr, I think there is always provision for a hearving.
You are talkking about wheve the father is gone and maybe vou have
ot a clear-cut case after a heaving of an ineapability of the mother
adequately handling:

Senator Harns, That is the question. Can it be done without notice
and withowt hearing?

Mr. Parrierinr, The individual has the vight to ask for a hearing,
Senator, This is similar, aceording to Mr. TTawkins. (o provisions of
the Social Secarity et now,

Mr. ITawkins, There i« a right to a heaving. at the present time
under the existing programs, on practically any decision that an indi-
vidual econsiders adverse.

Nenator Harris, There is no intent to deny that right in this situ-
ation? I mean if that is not provided in the bill, than it onght to he
corrected ?

Seeretary Finen, T think that iz essentinlly present law, Senator,

Senator Harrrs, What T mean is if that vight of notice or hearing
i< not now provided 1o a parent, if payvment is going (o0 he made for
that ehild to somenne other than the parent, shouldn't that he cor-
recied and notiee of hearing and hearing be provided?

Neeretary Finen. We would not object to its being spelled out more
specifically.

Senator [TLarris. Good,

My, Pareierrir. The major situation in whiech that kind of pro-
tective payment would be used would be pursuant to the termina-
tion of benefits for an individual who has refused, without good
cause, a training or job opportunity: and the finding of “withont
ood cause” in itself involves the hearing proecedure.

ADMINISTRATION'S SOCIAL SERVICES BILI,

Senator Harris. T understand that, Mr. Secretary. You testified
before the House Ways and Means Committee that :
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We are mindful of the need for social and rehabilitation services as an essen-
tial corollary to an effective income maintenance program. We will be sending
you draft recommendations in the near future.

When do you expect that that bill will be coming to us, and do
vou believe that we can properly act upon this bill without having
that before us to consider at the same time ?

Secretary Ifixen. I think the Under Secretary had better speak
to that one.

Mr. Vexeyax. Senatory I think the two issues ave separable. T
think that we can act upon this bill without having the =ervices legis-
lation before uz. We would hope that we would have the services
proposal within the very near future.

Mr. Parricrnin, We hope, Senator, that when the services hill is
transmitted, which we hope will be very shorty, the canmittee
would try to act on that meas=ure along wifh thiz, but that is not ea-
sential, as the [ider Seeretary hassaid.

Senator Hareis, What will be Tefr in title 1V alter this bill ix im-
plemented £ Don’t we need to be acting on asocial serviee program at
the =ame time therefore

Mr. Pyrrernne This bill contains :unvnrhnm]ts to title IV which
would Teave essentially intact the present ~ervices program. Therve is
ne doubt that passige of zome measure on the eash sides sneh as this,
offers an opportunity al-o to reform the services structuve. But this
bill does not repeal title IV of the Social Security e,

Me. Veneayas, If we did nothing with services, the existing serv-
ices legislntion would remain in the Social Security et

AUTOATATIC CONT-OF-LIVING INCREASES IN FAMILY ASSISTANCE BENEFITS

Senator Hareis, Tas there been any discussion within ITEW pro-
posing antomatic cost-of-living increases in the family .\“1\.111('0 pro-
gram levels along the line of the President’s recommendation in re-
gard to such an adjustment with social security 2

Mr. Vexeyan, There have not. Senator. except fo the extent that
we are willing to participate up fo the poverty line, and that weuld
be a variable ceiling as far as the State supplenental pavments are
concerned and would reflect the cost of living.

DISTINCTION BETWLEEN EMPLOYED AND UNEMPLOYED FATHER
UNDER THE BILL

Senator Thannrse Let e just ask yvou this one last question,

What about the distinction between an employed and an unem-
ployved father under this bill? That has given some cause for con-
cern to members of the committee. Why do we need the distinetion
between the two? As T tmderst'md it, those were Mr. Patricelli said
woids of art, “working poor,” and * uucmp]oy*d father.” Why do we
need thoe distinetion?

Secretary Fixcn. Otherwise we have no way to break out of the
present str ucture,

Senator ITarris. Why can’t it be purely based upon income with-
out making a distinction between an individual working part-time
and one working full-time. I do not see what the distinction is.

44 627 —70---pt. 1-—-23
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Mr. Vexesaxn. It could be done, I suppose, Senator. But T think
the distinction was made by the Congress.

Senator Harris. Yes, but is there any reason why you have to stick
with those rigid categories?

Mr. Parricernt. The reason that you cannot completely obliterate
them at this point is largely financial. Treating working men and un-
emploved or part-time employed men identically requires either a
raising of the basic payments so high that the unemployed father
program is subsumed. or a requirement that the States match the
payment to the working poor so as to bring that payment up in all
cases to the equivalent payment for the unemployed father or part-
time employed father. In either case the additional cost is in the
range of several billions of dollars.

Mr. Vexeman. Another thing, Senator: One of the basic prin-
ciples that we tried to adbere to when we were developing this pro-
gram was that no one now receiving aid would have a reduetion in
his assistance. You have expressed concern just looking at the New
York example and a couple of the others that were prepared here
by the staff, where you see a slight reduction. Tf we were to treat the
unemployed family the same as we are proposing to treat the work-
ing poor category, they would be subjected in many cases to quite a
reduction of the aid that they are entitled to under the existing law.

CHILD CARF STANDARDS

Senator ITagris, Just this last one. Ts 1t possible under this bill to
require a mother to put her school-age children in child carve facilities
against her will when those facilities do not meet the standards that
shabelieves are adequate?

Mr. Vexeaan, Well, they would have to be standards that were
established through regutation by the Secretary.

Senator ITarris. By the Secretary of TTEW?

Mr. VENEMAN, Yes.

Secretary Finci. Yes.

Senator Harws, ITave vou prepared any kind of standards?

Mr, Vexemax. We do have day care standards now in existence,

Senator ITarris. And those would continne?

Mr, Vexenmax. They are essentially, as T kelieve was indicated ear-
lier thisafternoon. the Head Start standards.

Senator Harris. Senator Hansen, anything further?

Senator ITansex. Do I understand that the Secretary and his staff
will be back tomorrow morning?

Senator TTarris. That is my understanding.

Senator Hansen. 1 will have some questions, but T know you have
had a long day and ¥ would forgo asking them now.

Thank you very much.

Senator Hakris. You really have had a long day and T for one ap-
preciate it very much and T appreciate your coming here and patiently
answering these questions hiie afternoon. T am advised to announce
that the committee will stand in recess then until 10:00 a.m. tomorro.

Secretary Finci. Thank you.

{(Whereupon, at 4:25 p.m., the committee recessed.)



THE FAMILY ASSISTANCE ACT OF 1970

FRIDAY, MAY 1, 1970

U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington,D.(".

The committee met, pursuant to recess, at 10:00 a.m., in Room 2221,
New Senate Office Building, the Ionorable Clinton P. Anderson,
presiding.

Present: Senators Long, Chairman, Anderson, Talmadge, Byrd,
Jr. of Virginia, Williams of Delaware, Bennett, Curtis, Miller, Jor-
dan of Idaho, and Hansen.

Senator Axpersox. Come to order.

Senator Bennett, do you have some questions?

Senator BrNxerr, Thank you, Mr. Chairman, I have a number of

questions here.

Mr. Secretary, if some of them seem to be a little harsh, T am trying
to develop the record, beeause I am as anxious as you are to solve this
problem and to solyve it within the finuncial limits that have been
set. by the House bill.

IMPACT OF BILL ON MEDICAID TROGRAM

I would like to open my questioning by referring to an area that
has not been previously discussed, particutarly, and that is the impact
of medicaid on this overall problem. Can you tell the committee,
either now or with information filed for the record, how many people
in the area where we are discussing ave eligible for medicaid?

STATEMENT OF HON. ROBERT H. FINCH, SECRETARY OF HEALTH,
EDUCATION, AND WELFARE, ACCOMPANIED BY JOHN G.
VENEMAN, UNDER SECRETARY; ROBERT PATRICELLI, DEPUTY
UNDER SECRETARY FOR POLICY; CHARLES E. HAWKINS,
SPECIAL ASSISTANT TO THE ADMINISTRATOR FOR LEGISLATIVE
ATFFAIRS, SOCIAL AND REHABILITATION SERVICE; MICHAEL
MAHONEY, DIRECTOR, PROGRAM EVALUATION, FAMILY ASSIST-
ANCE PLAN; JEROME M. ROSOW, ASSISTANT SECRETARY FOR
POLICY, EVALUATION, AND RESEARCH, DEPARTMENT OF LABOR;
AND ROBERT M. GUTTMANN, DEPUTY ASSOCIATE SOLICITOR,
DEPARTMENT OF LABOR

Mr, Vexeman. Actually, those who might be eligible, Senator,
would be persons in those States that do not now have the unemployed-
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parent program plus those others not working who would become
eligible for public assistance. The bill itself does not propose to extend
medicaid benefits to the working poor.

As Mr. Patricelli testified a couple of days ago, it is estimated that
the additional costs of medicaid extended to the unemployed-parent
category in those States that do not have it now would be about $100
million.

Senator Benx~erT. Can you give us any idea of the number of people
involved?

Secretary Fincu. We will have to work that out and provide it
for the record.

Senator Bexxrerr. Would you provide it for the record? Also, we
would like to find out approximately what proportion of this number
each year actually receive medicaid payments.

My, Vexeaan, We can do that. T think we have that.

Secretary Fixcr. We had better be precise about that, too, Senator.®

Senator BexNerT. All right. Iow much does medicaid now cost the
Federal and State Governments, including the cost of intermediate
care under title TI? Can you get that information for us?

Necretary Iixcin Yes, we will have to get it for yon ™

Senator Bexwerr. Of the new people who would become cligible
for cash assistance under this bill, can you tell us how many arve now
eligible for medicaid and how many are not now eligible? Can you
get that information for us?

Mr. Parricernt. The new persons who would come on the rolls
under the bill, Senator—that is, the working poor—ire not now
eligible, and they would not become eligible as a vesult of the family
assizstance program.

Senator BENNETT. Are there not some States in which they might
bo eligibie as medically indigent ?

AMr. Parrickrnn The adunlts are not eligible for any payment in
which there is Federal participation. Many States pay adult work-
ing poor people under wholly State-supported programs.

Senator Bexxerr. But is there not Federal matehing?

Mr. Parricenit. Not for the adults, Some States do pay medicaid
for children in the families of working poor, and if they do there
may be Federal matehing.

Senator Bexzerr. Now, I am running into a contradiction here.
The stafl says that if they are categorically related, they are eligible
or the Federal Government does provide matched funds for the
medieally indigent.

My, Parricenn, For the people in the already established eategories,
I was referring to the working poor in this case, the new group.

Senator Bexyerr. Do you have any idea how many of the working
poor are categorically related ¢

Mr. Parnicerrn Well, the way T am using the terms, the two ave
mutually exclusive: That is, the working poor are not now in one of
the categories, The adult categories are the needy aged, the needy
blind, the disabled, and the unemployed fathers.

Senator Bexxrerr. OK. T think maybe that question deserves an-
otherlook.

* At presstime, June 11, 1970, the material requested bad not heen received
from the Department of Health, Education, and Welfare.
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Secretary Frxci, We will try to give you the precise figures.*
90 PERCENT FEDERAL MATCHING FOR CERTAIN MEDICAL SERVICES

Senator Bexxerr. The bill provides Federal matching of 90 percent
toward the costs of health eare needed for employment in contrast to
the Federal share in our large States of 50 percent under mediecaid.
Do you not have a problem here? If the 90 percent is available only for
health care needed for unemployment, are you not opening a loophole
to permit some States to decide that is the basis for medicare service
and would it not be worthwhile considering reducing that 90 percent
to 50 percent so that there would be no question as to the reason for
the medicare?

Secretary Finci. I think the concept, Senator, was that where
medicare facilities were not plentiful, this provision would induce the
States to provide those resources, and thereby to expand the group of
people who could be brought into the employment market.

Senator Bex~err. T recognize that that is a desirvable thing, but
administratively, is it not going to be very diflicult to decide whether
an applicant’s need for medical care is related to his need for employ-
ment or whether it is just an excuse to get a 90-percent Federal
matching?

Mr. Parricrrnn Senator, we now have in the WIN program, and
in other munpower training programs. this =ame kind of blanket
authority for the Labor Department to cover incidental medical ex-
penses that may be necessary for a person to go into job training and
employment. Typically, as the Seeretary has =aid, this is used as a
last rezort where niedicaid may not be available to mately, for exam-
ple, the cost of a physical examination that might be given before an
employer will take =omeone on, or to help meet the cost of eveglasses
or prosthetic devices. In these categories now. there is matehing that
ranges from 75 to 90 pereent for such supportive health examinations,
But again, this is only a last-resort kind of authority if funds can't
be found for medicaid and other programs to cover the health costs.

Senator Bexyerr. Well, it seems to me that this offers an oppor-
tunity for the State to shift part of its medicare burden to the 90-
percent basis by saying, “Well, this is being done in order to make
1t possible for them to get employment.”

enator Axprrsox. That is right.

Senator Ben~Nerr. Is the 90 percent available for the family of the
worker? )

Mr., Parricernir. No, Senator, it is not.

Secretary Fincu. Only for persons who would thereby be em-
ployed, or for whom employment would be made possible. -

SECRETARY'S DISCRETION UNDER RESEARCH AUTHORITY IN TI{E BILL

Senator Bex~err. In the research authority under the bill, you are
permitted to waive any requirements or limitations with respect to
eligibility for an amount of family assistance as you determine ap-

* At presstime, June 11, 1970, the material requested had not been received
from the Departinent of Health, Education, and Welfare.
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propriate. Would this not permit you io establish a guaranteed mini-
mum income_program much higher than the poverty level? .

Secretary Fixcn. That, of course, is not the intent of the legisla-
tion.

SRenator Bexxerr. Should the bill be amended to put the poverty
level as an absolute maximum?

Secretary Fixcu. It is possible that we can strengthen the language,
but that is the Iederal matching ceiling we mean to impose.

Mr. Vexemax, The question is how much Federal control do we
want to impose on a State if it wants to go above the poverty line with
100 percent State financing. Should you say to a Stute, “You cannot
wo above the poverty line?” We are not participating. 1t is all their
money. .

Secretary Fincir, We would not want to foreclose a State from ex-
ceeding the poverty limit, as long as it is not draining Federal funds
in doing so.

Senator BENNETT. My question refers to the rescarch authority un-
der the bill, which has not anything to do with State matching.

M. Venesax. Iam sorry.

Mr. Patricernn Senator, the reason for permitting a waiver of cer-
tain of the family assistance requirements, including even the pay-
ment levels, in a research project is to permit the testing of differ-
ent kinds of incentives and payment levels for their incentive effect.
That is what the Office of Kconomic Opportunity did in the so-called
New Jersey experiment. They are paying to a group of working poor
families a benefit that is in excess of the present AFDC payment in
order to test the effect of the higher payment on these people’s work
habits, But this research nuthority would in no way permit any major
increase in benefits to substantial numbers of persons. It is a very
limited authority, limited by a closed-end appropriation.

Senator BexNErr. You say it is limited S)y a closed appropriation?

Mr. Partriceret Yes, sir.

Senator Bexyerr. What is the amount of the request for author-
ization for that appropriation?

Mr. Pamiacenn, I Lelieve the TTouse bill has a ceiling of not more
than £20 million, Senator.

We have the same kind of authority now under sections 1115 and
1110 of the Social Security Act.

Senator Bexygrr. Will you provide for the record, if you can, the
estimated number of families headed by males and the number of
families headed by females on the AFDC programs. for the fiscal
year - 1972 through 19767

Secretary Fixein Yes, we will, Senator. We have them for the 1971
projcction, But you want 1972 through 19762

Senator Bexxwrr. 1 reeognize that these are requests vou must
obtain after study. We also would like the regional distribution of
theze families, and by State, the percentage of families that would be
covered for fiseal year 1972 and your estimate of the average income
of these families in. fiscal 1972,

Secretary Fixcrn. Yes.*

* At presstime. June 11, 1070, the material requested had not been received from
the Department of Health, Education, and Welfare.
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HEW CHILD CARL REGULATION ENABLING STATES TO EVADE
CONGRESSIONAL INTEN'T

Senator BEx~err. Turning to the question of child care, on page 15
of your statement, you say, “States and local communities have all too
often been unable to establish day care projects because of their in-
ability to provide the 25 percent under Federal sharing under present
law.” The legislative history of the 1967 Social Security amendments
show clearly that Clongress intended to require States to refer appro-
priate mothers for work training and that the necessary day care had
to be provided. Unfortunately, ITEW regulations have given the States
an easy out by not requiring welfare agencies to refer any women for
work training on the grounds that they did not have the day care
projects available.

Would you consider changing yaur regulation so that these States
will be required to make these referrals?

Seeretary Finci, Yes, The new bill does that. We would. of course.
be willing to alter our regulations if that were necessary to accomplish
what we want to necomplish. I think our report that Senator Harris
put in the record yesterday does demonstrate the desirability of full
Federal funding for these facilities.

Mr. Pyenicerna, The legislation in 1967, Senator, allowed the States
not to refer whenever they found someone inappropriate for referral,
This was not something that HEW did in contravention of the law.
Moreover, that legislation did not permit the Federal (Government to
oo bevond 75 percent of the day eare costs, So those barriers to day
care under the WIN program were built into the 1967 act.

Senator BENNETT. And you propose now to operate so that the spirit
of the law requiring referral will be earried out and that they will not
be able to use this device to avoid referral?

Secretary Fixci. That is correct.

ADMINISTRATION OF DAY CARE PROVISIONS OF BILL

Senator Bexserr. Could you deseribe for us now or in later in-
formation submitted for the record how you plan to administer the
day care or the child care provisions of the act? The Ifouse report re-
fers to prime grantees which will administer and coordinate the child
care programs in particular areas. Who will these be? And how many
of them do you think vou will need throughout the country?

Secretary Fixcii. Well, they can have varying characteristics, Sen-
ator. We could use a schoot district in one area, a private charitable or-
ganization in another, a foundation, the State welfare department, or
a lesser unit of government. The program will operate through the Of-
fice of Child Develcpment. It would investigate, in the field. which
prime grantee could provide the best facilities, purchasing orders, per-
connel, and so forth, on a competitive basis.

Mr. VeNemaN, Senator, I think we can submit for the record a pro-
posed definition of a prime grantee and what its responsibilities would
be. Project grants will be made to the prime grantee agencies, which
will be established at the State level and at the local level in urban
centers with a population of 100,000 presons or more which are de-
signated by the appropriate public official. The prime grantee would
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be responsible for working in conjunction with the employment service
and the agency administering the family assistance program to deter-
mine in advance the need for child care services. It would be respon-
sible for developing the plan for use of existing resources in the com-
munity, and for stimulating the development of new resources when
necessary. It would solicit, evaluate, and select proposals which are
submitted by public or private nonprofit agencies or groups in the
community that wish to develop child care programs. It would be
resi)onsible for assisting parents in making child-care arrangements
and resolving the problems which may occur in relation to child care,
for collecting fees from those parents that would have an obligation
to pay a portion of the fees for child-care cervices, and for monitoring
and evaluating the services provided by the various child caring
TOupS.

& Segator BexxerT. Apparently, you are reading from a prepared
text,

Mr. Vexeman. Right.

Senator Bexxerr. Would you like to submit that text for the
record ?

Mr. Vexesman. I could.

The prime grantees wonld not be responsible for direct service pro-
grams, but they would be responsible for monitoring.

Senator BENNerr. Mr. Chairman, I ask that the prepared text be
made a part of the record.

Senator ANDErsoN. It is so ordered.

(The statement follows:)

ProPosEp CHILD CARE PROGRAM UNDER THE FAMILY ASSISTANCE .ACT

The Department proposes to provide child care services for eligible children
in the Family Assistance Program by making Project Grants to Prime Grantee
agencies established at the State level, and at the local level (in urban centers
of about 100,000 population or greater) which are designated by the appropriate
public official. The Prime Grantee would be responsgible for (1) working in con-
junction with the Employment Service and agency administering the Family
Assistance Program to determine in advance the need for child care services,
(2) to develop a plan for utilization of existing resources in the community and
to stimulate the development of new resources when needed, (3) to solicit,
evaluate, and select among proposals submitted by public, private non-profit and
private for-profit groups in the community wishing to develop child care pro-
grams, (4) to assist parents in making child eare arrangements and in resolving
problems which may occur in relation to child eare, (5) to collect fees from those
parents who are able to share the cost of care, (6) to operate a vendor payments
system program whereby care is purchnsed for children in the existing programs
in the community, and (7) to monitor and evaluate the services provided by the
various child caring groups. The Prime Grantee would not operate a direct service
program except in unusual situations.

Any public or private non-profit agency could be designated as a Prime Grantee
provided that the agency (or its proposed Family Assistance Program child care
activities) was subject to a policy setting body composed of representatives of
the public and private agencies and organizations in the community with an in-
terest in day care and child development, and with at least one-third of the mem-
bership composed of parents of children eligible for day care services under the
Family Assistance Program.

Direct grants (or contract with profit making agenctes) would be made when
no Prime Grantee agency has been designated, or when it is considered advisable
to do so in order to accomplish the goals of the family assistance program.

Grants contracts will be awarded to train persons as (1) Community Planners,
able to organize existing resources and develop new resources in & community in
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an orderly manner to meet the needs for child care under the program, and. to
utilize existing resources when possible to reduce cost under the_Family Assist-
ance Program, and (2) Day Care Program staff, both professional and non-
professional.

Contracts would be arranged with State agencies presently responsible for lic-
ensing day care programs to study, evaluate and certify all day care programs
in the State which meet Federal program quality standards.

Senator Bexxerr. What agency in your Department will have the
specific responsibility for day care!? )

Secretary Frxci. 'We have, as [ say. the Office of Child Develop-
ment. which ineludes within it now the Children’s Bureau and respon-
sibility for the day care centers and for Iead Start. That Oflice would
have the ultimate responsibility. It is directly in the Oftice of the
Secretary, Nenator,

Senator Bexxerr. Who heads that ageney? )

Secretary Fixcu, Dr. Edward Zigler has been appointed by the
President. He has not yet ) .

Senator Bexyerr. Does he veport divectly to the Seeretary?

Recreiary Fixci. Yes, sir.

SUFFICIENCY OF PROPORED AMOUNT OF DAY CARE

Senator Bexyerr, Experience under the WIN program has indi-
cated that there have heen some great suceesses in the work and train-
ing programs for mothers of young children. \Although mothers of
c]nih}ren under six will not be required to register for employment,
I understand from reading the Howse Report that they will be allowed
to volunteer and have the sume right as other categories of regis-
trants. Tf your program iz going to be effective and helpful. do you
not anticipate that yon will have to handle more than the 150,000
openings vou plan on?

Secretary Fixen. Well, we tried to gange very carefully what was
poszible, what was obtained. This is three timesz our present WIN
day care eomponent. That is quite a jump. T think Mr. Rovow, from
the Department of Labor, who has liad to deal with this problem,
can probably give some helpful testimony on this point.

Mr. Rosow. Senator Bennett, the Manpower Administration, by
1971 will have in place about 1200000 training places, and this pro-
gram would add on another 225,000, It is visualized, as yvour question
propo<es, that a number of these people in addition to the 130,000
would have training provided by our hase program. So the 150,000
iz an add-on to the hase program. Tt is hard to =ay exactly what pro-
portion that wonld be, but we are training about 200,000 public as-
sistance recipients each year already in addition {0 the WIN program,
It isconceivable that a considerable propsrtion will move into our basice
Manpower program.

Nehator BexNerr. 250,000 is over what period?

Mr. Roxow. The 200000 was for fiscal year 1969.

Nenator Benyere. So you have greatly to increase your facilities if
you are going to take care of the people who are eligible to apply for
that service?

Mr. Rosow, Not so much our training facilities, Senator, but our
day-care facilities; yes, sir.
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NEED FOR PLAIN DAY CARE AS WELL AR CIHILD1IOOD
DEVELOPMENT PROGRAMS

Senator Bexxerr. In connection with the plans for work training
and placement, is there not a need for just plain day care, plain baby
sitting?

Secretary Fivem. Yes; that istrue, '

Senator BeNNETT. Are vou prepared for that, or are you going to
have a program that will involve a much more comprehensive opera-
tion, whether it is needed or not

Mr. Rosow. There is an opening in the law for the mother to huy
her own services, which could consist of baby sitting or care for the
child at home in a less formal manner without any institutional need.
This would be paid for by a set-aside provision whereby her welfare
pavment wonld not be reduced to the extent that she is payvineg for
this type of service. This is done to a large extent with many of the
WTN mothers under the 1967 amendments at this time, They are buy-
ing the services, Tt probably is not of the quality in many cases that
is visnalized. But where there is the motivation to do this and they go
ahead and arrange it wnilaterally, they have been permitted to go
ahead,

Senator Bex~Nerr. Under this, ean a mother refuse day-care serv-
ives and avoid training and still be cligible for assistance ?

Secretary Fixen, No.

Mr. Rosow. The bill provides that adequate day care shall be fur-
nished as a condition of work or training. Rut if the Secvetary of
HEW has certified n day-care facility in an area and the mother i
referred for training, she eannot exercise an independent judement if
it is adequate for all persons being referred to that facility.

STATE WELFARFE PROGRAMS FOR WORKING POOR AND ADUIES UNDER 45
WITIHOUT CHILDREN

Senator Bexxerr. Can you tell ns what States provide assistance
for adults under 65 with no children and what States make suppio-
mentary payments to the working poor? Tf this is a long list, it can
be submifted for the record.

Seeretary Fixci, T think probably we had better submit that for
the record.

{The Department subsequently supplied the following inferma-
tion:)

ARl States provide assistance to adults who are blind. with un maximum age,
throngh the Federal-State program of Aid to the Blind,

AL Ntrtes except Nevada provide assistance to adnlts who are disabled (as
defined by the State for the “permanent and fotal disahility* eriterion) and
hefween the ages of 18 and 65 through the Federal-State program of Aid to the
Permanentty and Totally Disabled.

All States provide assistanee {o adults who are parents ar “the needy care-
trker rolative™ of ¢hildren eligible under the Federnl-State program of Aid to
Familios with Dependent Children: such persons are generally under the age
of 65,

Through the General Assistance program. some aid ix availahle in all States
and connties for adults under the age of 63 who are not eligible for AR, AT,
or AFDC: however the amount and duration of the assistanee is frequently
limited to short-term or emergency assistance or is subjfect to the limitations of
county funds in the 22 Siates in which General Assistance is administered en-
tirely by county or town governments.
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COMPILATIONS BASED ON CHHARACTERISTICS OF GENERAL ASSISTANCE IN THE UNITLD
STATES IN EFFECT DECEMEBER 31, 1969
EMPLOYMENT AND EMPLOYABILITY AS AN ELIGIBILITY FACTOR®

1. Assistance given primarily to unemployable persons or to families without
an employable member, 21 States.

Arizona ® Maryland ® Oklahoma
District of Columbia Mississippi 'uerto Rico
Florida Misxouri South C(arolina
Georgla Nevada ? Tennessee *
Guam New Mexico? Texas

lowa? North Carolina Virginia *
Louistana North Dakota West Virginia

2, Assistance given to persons or to families without regard to employability,
32 States.

Alabama? Kansas® Olio?

Alaska © Kenturky Oregon 7
Arkansas! Maine ” Pennsylvania?
(alifornia * Massachusetts *? Rhode Island *
Colorado * Michigan”® South hakota* *
Connecticut? Minnesota Utah
Delaware® Montana ® Vermont*
Hawaii® Nebraska * * Washington * 7
Ldalio New Hampshire Wisconsin
Ilinoix® 7 New Jersey Wyoming ®
Indiana® New York?

Question: Hme nany States make supplementary payments to “the working
por?

If “working poor' is defined as an intact family in which the breadwinner is
fully employcd at does not make enough in wages to meet maintenance and/or
medical care needs, the question may be answered in terms of the State. Local,
ar Rtate-Local General Assistance programs.

In the General Assistance reports received recently (Program Characteristics
as of December 31, 1969), 32 States reported that asxistance would be given to
an “employable” person or a family with an employable adult; but only 12 States
replied in the affirmative that assistance woulil be given to the currentiy fully-
employed person (or his family) who needed help with maintenance costs and
medical costs,

The remaining 20 States did not reply to the question on this detail. However,
in 11 of thexe Ntates the general assistance programs arve loeally administered,
mainly from county funds, and are not likely to be available for more than <hort-
term supplementation to meet emergency needs. In addition, 4 of the 9 States
which have State-administered or State-supervised programs of (General As-
sistanee reported that the aid was generally limited to short-term or emerzency
needs. In the remaining 5 (of the 9) States, it is possible that continuing as-
sistance may he given to “the working poor” from General Assistance funds on
a Statewide bhaxis, If they, in faet, give snch assistance, the total of Rtates
which aid “the working poor” from General Assistance funds would be raised
to I7 Ntates.

Senator Bexxerr. Tf these States continue to do so. should the
Federal Government accept the responsibility for administering these
programs, even though they conie entirely from State funds?

1 One furisdiction (Virgln Island<) unreported.

2 In emergency eases, assistanee may be given to employable persons. For sucl nersons
some of these States use reglstratlon with SES as a test’ of employabllity or willineness
to accept pmployment,

3 IIas special program {GI’A-T3) for employable pereons in the counties whiel have
eleeted to partieipate: program {8 not Statewide, Current regictration with SES Is
required for GPA-FE. hut for General Public Assistanee sueh registration is u<ed as a
“fest of employability”

4 Timited to short-term and emergeney assistance.

5 Timited to short-term assistanee, exeept in the few unlts that are State-supervised.

8 Limited to families and to wamen over 50,

7 Specifieally reported that assistance i< given to fully-employed persons who are in ueed,
) s lglm t_\‘m,l report ald to currently fully-employed needy, but other datn impHes State may
i able to do sn.,

*Regulations vary locally.
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Mr, ITawkixs. A substantial variety of general assistance programs
exists. Senator Bennett. Practically all States do something in emer-
genvy situations or for handicapped people who do not fit into the
Federal categories. Within the context of this fact, there ave seven
States which are doing a significant amount in terms of supplement-
ing the income of working poor people. Ilowever, there are no com-
mon rules on these programs. They can vary from extremely little to
quite full-fledged programs in which the treatinent is exactly the same
as it is under federally aided programs.

Senator Bexyrrr. Are vou saying that we should leave those pro-
grams in their present conditions, that the Federal GGovernment should
have no concern with them or no attempt to administer or supervise
them.

secretary IFixen. We would continue to hope, Mr. Chairman, that
this program, if enacted, would preeiapt them.

Senator Bexxserr, Then the Federal Government would administer
it?

Secretary Fincu. Yeg, sir.

LIEN AND RECOVERY PROVISIONS

Senator Bex~err. If it did and the State law has a lien and recov-
ery requirement, should the Federal Government attempt to adminis-
ter that part of it, too?

Secretary Fiscm. We have our own lien and recovery provisions,
but they are tied to the State law in the adult eategories.

Senator BENNETT. S0 your answer is that the Federal Government
should attempt to administer that if it preempts the State?

Mr., ParricerL. Senator, the lien question is relevant only in the
case of the aged, blind. and disabled, the adult categories. We do not
have such a provision in the family portion of the program. The ques-
tion that you raise comes up in the case in which a State chooses, under
the bill, to ask the Secretary to administer the adult categories of pay-
ments, Then who would administer the lien and recovery portion
would be decided in negotiation between the Secretary and each State.
It would be quite feasible, even though the IFederal Government were
making the payments and disbursing the money, to expect the
State

Senator Benxrrr. ‘I'his would be subject to negotiation?

Mr. PaTricernnn Yes, it would,

ADMINISTRATIVE DETERMINATION OF MEDICAID ELIGIBILITY

Senator Benserr. What would be the responsibility of the Federal
Government in regard to determining eligibility for the States’ medi-
eaid program? (

M. Parricernr. We would hope that eveninally, since the Tederal
Government. is administering the family assistance henefit and there-
by applying the same eligibility criteria that ave applied in the State
supplemental programs, it might at the same time make the escential
determinations for the State medicaid program. This wonld be subject
again to negotiation with the State. but we would hope that we could
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climinate some extra steps by having a single eligibility determination
process and investigation process applied to as many of these programs
as possible, pursnant, of course, to the States’ willingness to do that.

TROSECUTION OF ¥FRAUD

Senator BexyerT. Referring back to the comment about lien and re-
covery, would your answer be the same with respect to the prosecution
of fraud? ’

My, Parricecra. Under the family assistanee program, we have a
responsibility for bringing such prosecutions at the Federal level
when the fraud involves the Federal payment. If the fraud involved, in
some way, the State payment without mvolving the Iederal payment,
responsibility for prosecution again would be a question of negotiation
with the State.

Senator Bexyerr. Mr. Chairman, I have consumed 30 minutes, I
think that is probably my share of time on this round. I want to thank
the Seeretary for his answers he has given. My questions have been es-
sentially aimed at trying to make the record elear and [ appreciate the
response.

The Cramyrax (presiding). Thank you. Senator. T believe that Sen-
ator Miller has not had an opportunity to interrogate the Senator yet.
Is thut correct ?

Senator Mivrer. That is eorrect.

The Crratraan. The Senator from Towa is recognized.

CONCEPT OF SUITABLE EMPLOYMENT

Senator Mirer, Thank you, Mr. Chairman,

Mr. Secretary, 1 would like to ask a few questions about this con-
cept of suitable employment to which you alluded in your opening
statement,

Tfor example. let us take a machinist who is out of work and therve
are no machinists’ jobs open in the locality. How long would we wait
for snitable employment for him ¢

Seeretary I'ixcir, Since that is a decision that has to be made by the
Seeretary of Labor, T think Mr, Rozow from the Department ~hould
speak to that, Senator.

My, Rosow, T ihink it would be diflicult to sp-eify precize {ime Mon-
ator Miller, but the way that the program has b en admini=tered under
the unemplovment inznrance program is to progressivelv, with the pa--
sage of time, lower the definition of suitability mr relationship to what
isavailable in the labor market. So if a person iz a machinist and eomes
in the first week, it is likely that the ageney would try to loeate some-
thing appropriate or suitable. Not necessarily that exact joh at the
same wages, but maybe something in a related area. Then if a few
weeks olap<ed, they would tend to Tower the definition of what i< snit-
able, Probsbly after a month elansed, they wonld start looking for
other jobs to refer this person to. They would not hold ta it.

Senator Minrer. Then a ball park figure would bo ahowt 3t days. s
that eorvect?

Mvr. Rosow. T think that i a reasonable figure.
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Senator Mirer, Suppose this thing gets into 60 days and there are
no machinist’s jobs avaliable and there do not seem to be any com-
parable jobs available and there is not much prospect of anything
being available and the only thing that is available is something in the
common labor line such as cutting grass in a city park and doing
common-labor type jobs. What would we da in that situation?

Mr. Rosow. T think you set up a very diffieult question for me to
answer by taking a person with such high skills and earning record in
the Inhor market. But if we addressed onrselvesto

Senator Miuner. T would like to do that, beeause there are some
loealities, ag you know, where there is possibly going to be a real
problem,

Mr. Rosow. Well, as you know, the word “suitable”™ was in fact
deleted during the floor discussion of TLLR. 16311 and some new lan-
guage was inserted by the House in an amendment which does not
use that word any more. And, of course, the intent of the House and
of the Iouse Ways and Means Committee in redrafting that section
of the bill, Senator, was to tighten the proviso that you are question-
ing me with respect to, namely, tightening the intent of the law to
refer people to work and not to use language which would sucwest
that they have options not to participate. So I think the intent there
in our review of it is along the same lines that youn are proposing.

The Seeretary of Tabor will have to issue guidelines to the Tm-
ployment Service on how to interpret this, but in the main, it is fair
to say that we have no prejudices or attitudes toward anv kind of
jobs or work as being inappropriate for people. We feel that the
jobs that are being held by other people in the society at thiz time
at the same wages are appropriate for people that will be referred
for work under this program.

We would, of course, have to take into account as you sngeest the
skill and earnings and relative backgronnd of people, their train-
ing and education and what they can do in the labor market.

In that sense, the House inserted words which say that no family
shall be denied benefits if the individual has demonstrated the eapar-
ity through other available training or employment opportunities
of securing work that would better enable him to achieve self-suf-
ficiency. We are still trying to interpret exactly what the House mean-
ing there is, but I think the intent is to say that if a man savs. “vou
want to refer me to a job with manual labor. an unskilled job, but
if yon give me a week, I can demonstrate to vou that T can go ont
and do better on my own.” I think the idea is to give the Employ-
ment Service an opportunity to accommodate the man in this regard.
Tf he did not find ajob, if his tactic was just a stall, the Lmployment
Service would refer him to this other job.

T think this was inserted to say that the individnal can do better
on his own and T think it is a fact that most people do find jobs on
t}xeir own or through friends’ referral and so on, =a that option is in
there.

Senator Mrrer. T thoroughly subscribe to that option and T ap-
preciate your describing what this, is although T must say that if you
are a little confused as to just what it means, we are going to be con-
fused, too, and T think we ought to have some kind of ontline from
you as to what your guidelines under this would probably be so that
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OBLIGATION OF DESERTING YTARENTS

Senator MiLrer. Now, I was verv inferested in this provision of the
bill starting at page 32 with respeet to the obligation of deserting
parents, Perhaps this should be directed to one of your Department
people, Mr. Seeretary.

Do T interpret this provision to he limited in it< applieation to those
who are drawing Federal paychecks? T nete that it savs on page
33—

Seeretary Fixci. Any benefit, sir.

Senator Mirrer. Any Federal check,

Secretary Fixci. Tax refunds, or any other amount due from the
Federal Government : that is right,

Senator Mirek, Well, that would be fine as far as a Federal eni-
plavee is concerned. T am concerned about comebody who is <imply
working for a private organization or possiblv rununing his own hu~i-
ness, What do we do wiht him? Clan we garnishee the wages, or why
should there not be some kind of a Federal Taw which provides for
a garnishment within reasonable Hmitations of wages or =alaries. or
levy upon privately held property? T ean see where there could be a
great many of these deserting pavents who would he diflieult to cateh
under this limitation of a Federal cheek.

M. TTawirns, This establizhes n Federal obligation, Senator Miller,
for any Federal payment=. The provision permits this obligation ta
be satisfied in any way that the Department may move, but requives
that, to the extent that it is not otherwise satisfiod,-it wnst comne out
of anv future payments payable from the Federal Government, which
would inctude xocial secenrity benefits pnyvable in the future- - —-

Senator Mineer, Well, mayvbe T can oive vou an example, Take o
father and. not withstanding the incentive features in the family assist-
ance plan, he decides that he is going to desert his wife and ¢hildyen
and ran ont, let us say to a State out in the West, and the Federal
Government, the taxpayers, pay for a family assistance plan, and
they cannot locate hinn s vou well know, it i~ pretty diffieult for the
States to do this. About o vear hiter, however, we find that he is work-
ing for some private corporation at a very good salary and living hicl;
on the hog, Now under this, do Tunderstand that you are going to he
able to obtain a judawent of =ome kind acainst him co that even
thongh he is not getting any Federal paveheeks or any Fodeeal in-
come checks o tax refunds or anything like thad, that you conlid gar-
nish his wages!?

Mi Hawkiys, With respeet to the Federal payment, ves,

Seeretary Frnen, Senators on page 29 of the House report, it <avs
that to the extent that these wimount= cannot he colleeted diveetly from
the individual involved the amounts due to the Federal Gevernment
could be collected from any wmonnis otherwize due him at any time
from any officer or ageney of the Inited States or under any Federal
prograns.

Senator Minekr. Towant to get away from that. T like that as far
as the person who is receiving money from the Federal Govornment,
Lot us take the example T aave. He is working for a private corpori-
tion and the only chiecks he gets that he puts in his bank account ave
from hix employer. The Government is not tied in with that at all.
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There are no contracts with the private corporation, there ave no Fed-
eral checks coming in there at ail. These ave just checks written on a
local bank by his employer to his local bank account. Are we going
to be able to get some of that money ¢ o ) )

Seeretary IFixvcr. I do not see any prescription against our going
against any income or as<ets that he hax, 1 think this gives us suflicient
authority.

Nenator Minrer I wanted to make sure on that, hecause he kept
coming back to the payments of the FFederal employment checks or
any checks drawn on any department or agency of the Federal
Government,

Secretary Fixen. That is just the easiest way to do it.

Senator MirLer. That is the easiest way if the situation permits it,
but if the situation doex not, you are still not stopped from going in
and getting a judgment, getting thic money out of his paycheck or
ont of this property?

Secretary Fixcrr. That is my opinion. 'That is the way this lar -
guage was drawn,

Senator Mareer, May [ ask, is this the first time we have had a pro-
posed Federal statute that would enable us to get this done?

Mr. ITawiixs, There have been numerous hills in many Congres<es
o thix secore. This has historically been a State court matter, il
the States all subseribe to some type of uniform enforcement of the
obligation of a father to his child. But it has been a very diflicult inat-
ter for States

Senator Mrreen, If this is enacted, it will be the first time thai we
have had a Federal statute to cover this?

My, ILawkans, 1f this language is enacted, it will be the first Federal
statute,

Senator Mirikr. May T say Iapplaud your recommendation on that,
I think we have needed something like this for a long, long time.

PROJUCTED COST OF FAMILY BENEFITS UNDER THE BILL

Now one last question. T am referring now to thix commiitee print
of the Senate Finance Committee dated April 29, which has varions
and sundry charts in ity entitled *Material Related to TLI. 16371 %

On page 9, there is the chart which T have already used responding
to some corvespondence T have had onit. And 1 think T have had, amd
1 think many of ux have had, letters from peaple who are concerned
about the cost of this program. T think I ean pacify come of them by
saving: “Well, it is true that the cost ix considernbly more than the
present cost of AT'DC, hut if we arve ever going (o hreak out of the
mess we are ing we have to have something that is going to provide
ineentives to break ont.” )

Andit is troe, it will cost more when we start out : but as time goes
on, it may well cost Texs and should not cost any more,

I thivk on another page, on page 21, vou have hown a projected
coxt running from SE7 billion in 1972 to L9 Lillion in 1976. T do not
think any of our constituents ave going to seream too nuteh about that
inerease, especially witly inflation. But they refer to the medieare pro-
grant and other Federal programs, about how they have ballooned up,

#This document is reprodueed as a part of the printed record of this hearlug at p. 107 .
44 527 -70 pt.1 — 24
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I am just wondering if their fears are weil founded, that by 1976,
instead of seeing that up to $£9 billion, we see that clear up to $6
billion, or &7 billion, or &8 billion. What do you say about that, Mr,
Seczatary?

Secretary Fixcir, T will ask Mr. Maloney, who prepared the ma-
terial and hypotheses on which we based these recommendations, to
rezpond to your question, sir.

My, Mantoxey. Senator, T would like to refer to the chart on page
19, chart 9. The fignres that T would use if I were presenting that
chart would not have shown quite the precipitous decline in families
receiving family assistanee that this one does. T worked up the figures
this morning which said that the number of families receiving family
assistanee in 1975 would be about 3.5 million. We are not sayving that
the decline is as sharp as this chart shows,

With respect to your second question about the way the costs seem
to move over time. you really ask two questions:

One is whether the cost estimate itself is corvect, and the other one
iz whether its trend aver time is corvect.

Our assumption in presenting these cost extimates is that the henefit
lTevel would remain the same and that all families who are eligible
to participate would be included in the cost estimates. Given those
assumptions, then the cost changes over time only as a result of popu-
lation growth and income changes. Our best evidence suggests that
in the first few years, income growth would offset population growth
in terms of the cost estimates,

Senator Minner. That is a very responsive answer. Now let me ask
vou ghout the assunptions. Your first assumption is out of your con-
trol: it is in the hands of the Congres=. So you cannot he responzible for
that.

NUMBER OF FAMILIES ON WELFARE UNDER THE RILL

With re=pect to that second assumption, how hard are your statistics
to cover yvour assumptions that all eligible faniilies arve covered here
to the varving degrees that family assiztance will be permitted?

Mr. Manonty. Sepator, as the hasie data underlyving onr estimates,
we are nsing Bureau of Census data on numbers of families by family
size and income,

In other words, T simply take what the Census tells me i= the nn-
Ler of families by income,

Senatar Micrer, And how recent are their fignres?

Mr. Manoxey. The data that were used to present the figures that
ave in the Ionse Ways and Means Committee Report were hased on a
survey conducted especially for the Office of Ticonomic Opportunity by
the Census Bureau.

There wus a survey taken in Mareh of 1967; it reflected 1966 income.
In developing our estimates, we did project the data forward from 1966
to 1971, incorporating known growth rates in income and population.

Senator Mitner. What you are telling us is that you have done the
bezt yon could in trying to get adequate projected data.

Mr. Manosey, Yes, sir.

Senator Minrer. But the earliest base for the data on which the pro-
jection was made in 19667

My, Manoxey, Yes.
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Reeretary Fixci. I think the statement might be made, Senator, as
with the program of Medicaid, that the State action really had more
etfect than Federal action, because if a State wanted to increase its pay-
ments, we would simply match what its legislature was willing to do.
We really did not have control over that situation. _

Also, these ligures assume 190 percent participationy and T think 1t
is very unlikely that we are going to have 100 percent participation,

Senator Mirrer. Thank you. I would like to ask one more question.

WELFARE BENEFITS FOR STRIKERS

On page 22, line 3, of the bill, that provides that family assistance
an continue to he granted even though the individual coneerned is not
employed if the position offered is vacant due directly to a strike.

I cal see two situations. 1 ean see one situation in which the individ-
ual concerned may have actually participated in a strike. They had a
vote to strike, he Joined in voting for the strike, =0 he is out on strike.
It may be rather protonged., That ix one situation,

1 can see another situation in which he and his fellow employees
want to work but there has been a strike in a city many miles away
which produces the parts needed for this particular plant and they
are just the vietims of a strike over which they have llm(l no control,

Now.are we covering both situations

Secretary Frxenn. I think again we had better refer to the Depart-
ment of Labor on that, Senator.

Mr. Rosow. Senator Miller, with regard to your first question,
which has to do with the person who went out on strike. Many of
these people could not qualify for benefits because of their assets
being higher than the $1,500 assets test, and alzo— ~—

Senator Minnek, Let us take one who can.

Mr. Rosow. Then it would be a question of what the State Iaw
=aid there, beeause many States do have laws prohibiting payments
to strikers. We do know in fact that in the trucking strike now in
Ohio. in some communities, xome of the strikers are on welfare and
there is a question of fact being established here as to how they at-
tained eligibility. This is a local jurisdiction matter and it is unfor-
tunate that that has happened.

I think it would be only fair to =ay that it iz conceivable unider this
law that a striker who met the income and assets test could in fact
gqualify for a payment, although that is not the--—-

Senator Mirrek. But that wonld be dependent on the loeal law ?

Mr. Rosow. Subject to restrictions on the loeal law. With rvegard
to the Federal payment, the first piece of it. they could not contravene
that, They wonld be eligible for the Federal payment. Local law
would disqualify them from supplementation or other types of pay-
ment. So there wonld be a two-part response to your question.

Senator Mirrer. What you ave saying is that vou are drawing no
distinetion hetween the situation where a striker who otherwise quali-
fies has participated in the local strike directly, and the situation
where he is merely a vietim of a strike many miles away which closed
down the plant in which he works? ’ ’
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Mr. Rosow. Yes, if he is subject to a secondary effect, as you out-
lined, he would be eligible to participate in this payment, again as-
suming that he satisfied the requirements. .

Senator Mirr-n. The language of that line says vacant due directly
to a strike drew my attention. What do you mean by directly to a
strike? i . )

Mr. Gerramaxy, Tf T may, this language is taken directly out ot
the Federal Unemplovinent Tax et divectly relafed to incurance, Its
intent is to insure that nobody will be disqualitied beeanse he refuses
a position which is vacunt beeause of a strike, ) ] .

In other words, the language does not deal with the striker himself,
it deals with the position of the person who is referred to a job that
is vacant beeause of a strike.

Let us assume that there is a strike in factory A and the person who
is not an employee of that factory is referred to that factory. He is
entitled to refuse that position without having his benefit eniitle-
ment aifected.

Senator MiLrLrr. In other words, if you did not provide this, then
you would be laying a foundation for Federal encouragement of
strikebreaking ?

My, Gurraay, That is exactly the intention of this provision, to
prohibit that, That is all that this provision deals with.

Senator Mirrer, Thank you.

Thank you, Mr. Chairman.

The Crardan. Senator Talmadge.

ALaUT 50,000 MEMBERS OF ARMED SERVICES FLIGIGLE FOR WELFARE UNDER
THE BILL

Senator Tarsance. Mr. Seeretary, do you know Low many members
of the armed services would be benefited by this legislation?

Seeretary Fixer. Our estimate, Senator, is about 50,000, Originally,
as we presented it to the TTouse, we exchided members of the .\rmed
Forees, The ITonse bronght them back in,

Senator Tararanae. They wonld have to be married and have a child
to benefit at all, would they not?

Seeretary Fixci, Yes, sir.

Senator Thararanci, X ehild could benefit a person by about 81,300
mare a vear than a person who had no child?

Seevetary Fixen. That would be the effeet, ves, sir.

Senator Tararance, Mr, Mahoney testified a moment ago- —

Seeretary Fixer. T should point out. to keep the matter in confext,
that that propoesal was made hefore the Administration propo:al for
a military pay inerease, T ean’t tell you how it wonld work ont in view
of that proposzal. Presiumably, the proposal, if adopted, wonld lower
tho munber of potential recipients.

PSTINVEED NUNMBER 0F WELFARYE UAMILTES INCREASED WITH NO INCREASE
IN COsT

Senntor Taryancr. My, Mahoney stated that the number of fam-
iliex would be 8.5 million in 1975 instead of the 5.1 million that was
the previous estimate. This is considerably higher than the figure
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shown on the chart on page 19 of the stafl book. Does this mean that
the cost figures on page 21 * of the stail book =hould be increased sub-
stantially and if so, how much?

Mr. Manoxey. Senator, no. The family estimate that I gave a few
winutes ago is consistent with the estimate of $19 billion shown in
chart 10 on page 21.

Senator Tarmance. ITow do you increase the family estimate from
3.1 to 3.3 and achieve the same result that you have on the card?

Mzr. MartoNgy. Senator, I can only apologize for the fact that I was
out of town when your committee staff was trying to get some num-
bers. As a consequence your staff was not able to get the information
from me,

Senator Taratance. How long has that been ? .

Mr. Manoxgy. I just came back from out of town about 4 or 5 days
ago, Senator.

Senator Tararapae. You stand on the fact, then, that your revised
estimate of 3.5 million families would not inerease the cost over your
previous estimate of 3,100,0007

Mr. Manoxey. I am sorry, Scnator, I did not understand vour
question,

Senator Tararance. You estimate here in this book that the stafl
prepared the number of families drawing henefits under the family
assistance program in 1976 as 3,100,000, You have just stated that that
figure was low, that you thought it would be 3,500,000 hy 1975,

Mre, Mantoney. Yes, sir,

Senator Taraance. That is 1 year in advance of this 1976 target
date.

Senator Murer. Would the Senator yield at that point, beeause he
is following on one of my questions?

Senator Taryaper. Certamly.

Senator MLk, I think he inadvertently misstated the number, The
number that was projected was 2.7 million by the end of 1976, follow-
ing that line of families receiving the family assizstanee plan, woing
from 3.7 down to 2.7, '

Senator Taratanae. You are correct.

Senator Mirrer, T believe the vesponse to my question was {hat they
estimated a drop of only to 3.5 million at the end of 1975,

Was that not the response/ I am asking the witness this.

I believe you responded by telling me that yon thought this <hould
be changed to 3.5 million at the end of 1975, 0 vou «till have a year
to go! But [ am sure that is what Senator Talmadge is referring to.
You did project down to 2.7 only a year later? )

Mr. Parricrrnt. 1 think the problem, Senator, is that the 2.7 was
not our estimate, Apparently the ~taff pamphlet indicates that the
estimate came from the Department of Iealth, Education, and Wel-
fare, Appavently it come from the Urlan Institute. These are not our
numbers.

Senator Taraanar, What figures did you give the House?

Mr. Parniceris, Mr, Mahoney said he was nof available to provide
that mnber, but the number is actually 3.5 million.

Senator Tarmavce, The stafl is not given to errors, They took the
figures provided by Federal agencies. I appreciate Senator Miller
making that correction. I was looking at the projected AFDC

* See p. 127.
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families, so it is even higher, the figure that the staff has. and yours
from your seurce is 2.7 million. You tell us now it will be 3.5 million
a year ahead of the date in 1976 and tell us still that that would no
increase the projected cost. That seems inconceivable to meo.

Mr. Manoney. Senator, T am not questioning the estimate of 3.1
million AFDC families in 1676. Nor am T questioning tthe estimate of
the $4.9 billion cost of FAP in 1976. My only question is in refer-
ence to the estimate of families receiving family assistance—2.7 million
in 1976. My own estimate is that it would be much closer to 3.5 or 3.4
million families.

Senator Tararance. That is what T was asking and then asking yon
if that would not increase thte cost.

Mr. Manoxev. T have never provided an estimate of 2.7 million
families as eligible for family assistance in 1976.

Senator Tararance. Obviously, an estimate of 3.5 million families
would ecost more than 2.7 million, would it not?

Mr. Marnoxry. Senator, if T had given the estimate of families
eligible for family assistance, consistent with the cost estimate, it
wonld have been 3.5 million families.

Senator Tarayance. And would that increase the cost fignre here on
the chart on page 21 of $4.9 billion?

Mr. Parricerny Senator, the ficure of £4.9 billion does refer to a
familv caseload of 3.5 million. The Department never provided. to
the TTouse or anyhady else. an estimate of 2.7 million. That apparent-
Iv came from the UTrhan Institute and would have resulted in a dif-
ferent cost estimate. But our fienres arve consistent. A fionre of 3.5
million families results in costs of $4.9 billion.

Senator Tararancr, Youstandon that?

Mr. PaTnicenir, Yes, sir,

SECRETARY'S INTENTIONS IN AREAS FOIRR WHICH CFHE BILL GIVES TIM
TOLICY DISCRETION

Senator Taraanae, Mr. Secrefary, last October, in hearings before
the Wavs and Means Committee, Mrs. Griflith asked you to list all the
places in the bill where the Sceretary is given authority to decide the
poliey and issue regulations and to indieate what vour regulation
might be in each case. The printed TTouse hearings simply state that
the information referred to was not available at the time of the print-
ing. That is a half year later. and T am sure that you have prepared
this document. T wounld appreciate vonr inserting it at thiz point in the
record before the time of printing. Can you do that?

Secretary Fixen. That is a monumental task, Senator,

Senator Tararancr. T am aware of that, bhut this is & monumental
piece of legislation, tno. We must make monumental decigions,

Secretary Fixen, We will provide what we have, For exaniple, we
have been working on the regulations for day care. We will provide
it as we get it piecemeal, and hopefully, well before you get too far
into public hearings, with pnblie witnesses,

Senator Tararanae, Thank yon, Mr. Secretary,*

* At presstime. June 11, 1970, the material requested had not heen received
from the Department of Health, Education, and Welfare.
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ASSURING JOBS FOR WELFARE RECIPIENTS

Senator Tavyance. Mr. Secretary, on Wednesday, I asked you how
do you expect these work incentive features of your proposal would
remove people from the welfare rolls, if ever. You answered, “We do
not.” I appreciate your frankness, Mr. Secretary, and I would agree
with you that the bill before us now will not do much more than make
a lot of people register their names with the IXmployment Service in
order to get welfare. I propose that employers be given a tax incentive
to provide training and employment opportunities. Is this not the
only way that we can assure that there will be jobs for welfare recipi-
ents? As Senator Harris said Wednesday, pious words ave not enough.

Secrvetary Fixci. My reference went to the welfare side of this pro-
posal. The purpose is to lay down the national floor that we have
talked about—to get uniform eligibility. We have had considerable
stuceess at a State level with those kinds of incentives that you are
suggesting for employers in providing jobs, But we cannaot solve all of
these problems in a bill that is within the framework of the Social
Securtty Act,

Tam fully in sympathy with what you are talking about, but we have
the same jurisdictional problems vou have with committees. You
might want to consider the possibility of a seleet committee to deal
with all aspeets of this pml)som and we might come forward with a
broader proposal, involving other administrative sources, and work
with you to have an omnibus hill to work out this whole problem,

FAILURE OF WIN PROGRAM IN PRIVATE SECTOR

Senator Tararange. I think it was brought out pretty clearty on
Wednesday that the WIN program, despife the fact that it requires
the Secretary of Labor to provide the training and work placement,
has been a dismal fatlure. The committee in 1967 laid great stress on
the use of on-the-job training, but of %22 million appropriated. only
800,000 was used.

Senator Harris asked Wednesday where the jobs would come from.,
Mur. Secretavy. You responded. “1 do not think this bill really attempts
to meet that problem.” Are not most jobs today in the private sector?
I do not see how the bill apens up any job opportunities there.

Secretary Fixcr, T will Tet Mr. Rosow respond to that question. We
have gone as far as we ean go within the context of the Department
of TIEW’s jurisdiction. We have tried to improve the mechanism
whereby those on welfare eonld be referred to the Departinent of Labor,
which in turn has its relationship with the private sector,

Mr. Rosow. T think, Senator Talmadge, that it is a little unfair to
call the WIN program a dismal failure, It is a young program and
it has been doing exceedingly well considering its youth. In the
Touse Ways and Means Committee [ixecutive Sessions, ax T veported
vesterday, six State directors were invited in by the Chairman and
they testified that this was one of the most promising manpower pro-
crams that hiad ever been legislated.

Senator Tavsancr, My recollection is that this program is 3 vears
old and you have certified less than 1,000 people i the whole State
of New York. Would that not characterize it as a dismal failure!
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Mr. Rosow, The program was legislated in the 1967 amendments
but did not take effect legally until October 1968, T believe, And
there were 14 States at that time that needed enabling legislation.
So the rate of involvement of States was progressive and in some
cases, quite slow.

In fact, the WIN program has heen operating under severe legisla-
tive obstacles. Aud we have pointed out to the comniittee in the House,
and here in the Senate, how the family assistance bill addresses itself
to these problems. In New York, as youn say, Senator, there has been a
very low rate of participation because of their interpretation as to who
is eligible to participate. They have only been referring around 314
percent of the recipients. Under the new law, there would be no such
referral j;oocess; the registration would be antomatie.

Senator Tararance. Registration, but. does not mention yeferral,

Mr. Rosow, There is no referral necessay. Registration supersedes
the referral. Once the person is registeved, the employment office
must go to work on that person in terms of a job or training
program.

Now, in fact, the WIN program, despite its lmitations, haz en-
rolled 138,000 people as of Febrnary 28 of this year, and has placed
in employment about 22,000 people. The average wage rate of those
people is a little over $2 an hour, and in a great vaviety of occupa-
tions, Some States, of course, have dane remavkably well and other
States have done poorly, partly because of judgment= being made
by welfare organizations and State welfare people.

Somator Tararance, Ts the figure that yon have, is that about 10
million peope on welfare?

Seeretary Fixcn. No, sir: the AFDC population includes about
six and a half million people, but thet includes all the children, Of
conrse, the WIN program does not purport to deal with all of the
recipients. Tt deals with the employvable adults, T our estimates for
the family assistance program, we estimate that we wounld envoll by
registration, as required in the law, around 2.9 million persons,
adults. And we think that a large number of these people—about 43
percent—have reasonably good potential for emplosment,

With regard to vour question as to where the jobs arve, we feel that
the jobs exist in the private sector. As Seeretary Shultz will festify
at length on Tuezday before this committee, we have developed some
answers fo the questions that concern the Senate about how many
people will be placed in work. We are very much aware of this prob-
lem and very anxious to respond to if. But we are doing it within the
context of uzing existing jobs and using training, better plucement,
Letter n=e of technology and computers in the employment serviee,
reorganizing the employment service. A number of things are being
done vight now in our planning for this program to meet the criti-
ci=ms and evaluate where the WIN program was weak and how we
could improve on it.

SECRETARY OF LAROR'S TOTAL DISCRETION UNDER TIIF BILL

Senator Tararavcr. As I read this hill, the Seeretary is not required
to do anything really. “The Seeretary of Tabor's shave for each per-
son registered pursnant to part I in accordance with priorities pre-
seribed by hinm.”

He can make the decision to do anything he wants to.
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Mr. Rosow. That prescription of priorities was language inserted
to secure exactly wlmt you are interested in, Senator 1 almadge,
namely, a better effectiveness. .

In other words, we would not want to have the lack of priorities
which would mean that we had to register and be responsive to all
persons in the same degree. The priorities are designed to try to work
with those who have the best potential for getting an attachment, for
getting good wages aml getting off of welfare entirely. So we merely
say that the Seceretary shall issue guidelines to the Employment Serv-
ice saying, for example, if a person is 55 years old and another person
demanding limited facilities is 85 years old, you would give a fivst

sriority to the 35-year-old person in terms of the training program,
ecause the pay-out would be better. It just makes good economic sense
to do that.

Senator Tararanar. I cannot disagree with what you are saying. but
we ave talking about legislation, the previous act, in 1967, as I recall
the language, said “shall be referred.” i

Mr. Rosow. An appropriate person, yes, sir,

Senator 'Taryapcr. This says in accordance with priorities pre-
scribed by him, meaning the Secretary. It scems to me the legislation is
far weaker than what we passed 3 yearsago.

Mr. Rosow. May I make a distinction here, Senator Talmadge, be-
tween the t wo paragraphs referred to?

Senator T'aLyapce. Yes,

Mr. Rosow. The present law, the 1967 amendments, savs in etfect
that welfare organizations shall determine who is an appropriate per-
sion over age 16 for referral to the Fmployment Service. That is
where we ave getting this great variation in State interpretations be-
cause the phrase “appropriate person” relates to the pracess of refer-
ral. That language has been deleted so that we have clear categories
that are exempt.

There are five conditions under which a person is not registered,
and if those conditions are not met, then the registration is automatice.
There is no referral around the Employment Service. If a person iz a
female head of a family with a child under six, the wife of a family
head who is referred as a member, is old, sick or disabled, or is needed
full time to care for a family member, or iz a full-time student—those
persons are oxem\)r. Ivervone else is registered and the old referral
process is superseded by registration.

The language vou are referring to has to do with their status
rather than the old situntion. A great distinction here might be illus-
trated, If we took New York as an example, in New York today we
have registered or referred 314 percent or =o of the registered re-
cipients. After this bill is enacted we would have all of those who
should he registered on the books and referred within the period
before they get their first payment, their first check. The Congress
would then be in a position and the administration would he respon-
sible in accordance with the annual employment requirement in this
law, to indicate what we Liave done with those registrants. We would
not have a situation of saying we do not know why the people on wel-
fare are not working, We would have records as to who these people
are, how old they are, what their family composition is, their address,
thewr employment. We would have to respond to this responsibility.
Really, you are putting the monkey right on the back of the Secretary
of Labor and we are painfully aware of that fact.
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WORK DISINCENTIVES UNDER THE BILL

Senator Taryance. Let me ask you a question. Were you here
yesterday when those figures were submitted and put on the screen
for Albnquerque, NM.?7 Or was it Phoenix, Ariz.—also Chicago,
I1., New York State, Wilmington, Del.? In New York State, a family
that did not work would get along just as well economically as one
who did and earn $8,000. Ts that corvect ?

Mr. Rosow. Yes, sir.

Renator Tavsrapce. Now, what is the penalty if you certify a man
in New York and he does not work? The family loses $300. Is that
not right?

Mr. Rosow. Well,in fact

Senator Taryanck. They wonld stil] get the henefits or the equiv-
alent of about ]7.700. Why would a man want to work when his only
benefit is graing to be 8300 °a year if the Govermment will still give him
the equivalent of 87,7007

Mr, Rosow, T think the administration is deeply interested, along
with the Senate, in restoring and in<erting in the legislation the
strongeest possible economic incentives for work.

Senator ‘Tavsanee. T agree with that. That is what T am trying to
get at, beeause T think we are going to have to have yonr assistance
and the assistance of Secretary Finch and the assistance of our statf
and everyone else to drastically rewrite this bill, because what von
purnort to accomplish and achieve just is not done in this Jegislation.

My, Vexeyax, Senator, those charts which were presented vester-
day apply only to a single adult-headed family, be it male or female.
Those fignres would not apply to the working poor.,

Senator Taryance. T am aware of that. Tt does not apply in all
cases. The fellow who is a professional malingerer will find some way
to malinger and I think we are going to have to consider that in the
act,

Mr. Rosow. And in recognizing your point and the point made so
strongly by Senator Williams and the chairman, we are aware and
concerned about thoese people who are in the situation shown on the
charts, and want to correct that situation to the maxinmun degree
possible. But we still feel that in New York, for example. with 92
percent of the people not represented on that chart, we still have the
incentive situation as shown in the fiest four columns of the chart,
namely, what is in the Family Assistance Aet itself. T do not believe,
even with our most sanguine hopes, that we ean get everybody on
welfare in to work. If we can work with those 92 peveent, T think we
are taking a big step. We would like to work with 100 percent, of
conr=e, hut 1 think we should be aware of the fact that even within
the Thnitations, a_great majority of the people are not receiving all
these subsidies, The working poor ave definitely not going to be eligi-
ble for these subsidies anl we will be in a position to remediate 2
considerable proportion of the total.

Senator Crrrrs. Would vou vield vight there?

The working poor are not eligible for the rent subsidies and home
purchase subsidies?

Mr. Rosow, Not asa result of this program, Senator.

Senator Cerris. T mean regavdless of what it is a result of.
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M. Rosow. There may be cases in some States where they ave. But
the bill would provide that the working poor will not receive State
supplementation of income, o

Senator Crrris. No, no, I asked about a rent supplement. This bill
would not take this away from the working poor, wonld it?

Me. Veneaax. The point we are making is that the working poor
would lose any payment from public funds when income reached
£3,020.

Senator Ctrris. Now, what happens to a working man who has
purchased a house under section 235 and the Federal Government 1s
subsidizing his payment, say, by $65 a month. He can go on getting
that under the bilt/

Mr. Vextaax. That is correct. But he would have it under present
Taw, too.

Senator Ctrris. Yes. So the statement that the working poor, if
this hill is passed, will not share inany additional

Mr. Vexsyax. As a result of the bill, Senator.

Senator Crrris (eontinuing). Monetary benefits is not trae,

Mr. Rosow. T meant to apply it to those newly eligible as a vesult
of this legislation, not those receiving nssistance or

M. VexeyaN, Or rent subsidies,

Senator Corrrs. That =111 does not stand.

Senator Bexxerr. The bill does not ehange,

Senator Curris. Tf somebody is working now and they arve fully
emploved. but their wages ave <0 Jow that they ave eligible for benefit
here, and if that person is having his house purchase payments sub-
sidized. say, to the extent of 863 month, that will still goon?

Mr. Vexeaan, Subsidized through a rent subsidy, you mean!?

Senator Croreis, Nog it is a purelase substdy.

My VexoyaN, Aninterest subsidy?

Senator Winnivas, Another column that we forgot,

Mr. Vexeuwax. We could add other eolumns, Senator,

REVISED CHARTS ON WELFARE BENEFITS IN SELECTED CITIES

Senator WiLniaas, Mr. Chairman, the Departinent has just given
me another sot of the echarts which they have vevised for the third time.
1 believe we should print them right here so people ean see how their
asstmptions on this important question keep shifting.

('The information referrved to follows,)

CoMBINED DENEFITS AND Repvcrioy Rates UNDER SELECIED TNCOME-TESTED
PROGRAMS, FAMILIES OF FOUR AND SEVEN

Note: State supplementary grant levels shown are generally at or near the
masimum amonnt of baxie maintensnee plus rent available to hypothetical fam-
iliex. Speeific fumilies might receive somewhat higher or lower payments de-
pending on composition of family in terms of age and sex of members, rent paid.
specinl needs included in the basic payment such as cod liver oil, and the like,

Similarly. public ' susing honuses may vary within cities depending on the
particular project in which participants live,

it shonld be noted that medienl benefits are average only. Individual families
iy receive considerably higher or lower amounts, depending on their medical
needsin a given time period,

The tables assume that families participate in other programs to which they
may be entitled by reason of income. Many eligible families do not participate
in foold programs or publie housing programs, however. Morcover, the shortage
of public housing units in most cities further limits the number of eligible fam-
ilies who actually receive benefits.



TABLE 1.—COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN PHOENIX, ARIZI

Food stamp medi?gle:gg? X Total income: Cumulative

State  Total money Federal State income Social bon:lsu:rc:g: do;gr}y\n}]gnt Public bolL:asg‘ in[rll(ci’:\\gyffao’;g ?:Eﬁ?:lrgfé

Earnings FAP benefit supplement2 income  income fax3 taxt security tax3 modity valuet family 7 bonus ¥ all sources (percent)
{1 - §1, 600 $404 $2,004 L iiiiiiiee. $441 oM $1,176 $3,621 ...
L 17{) J R 1,600 404 2,728 el $37 .2 ) SN 1,176 4,304 5
$1000... ... ... 1,460 357 2,817 il 52 M4l 1,176 4,382 72
$2,000. el 960 190 3180 e 104 4l 1,104 4,591 79
$3000...... . . ... 460 23 3483 il e 156 L} O 1,032 4,800 79
$3,140 (State treakeven).. .. 390 ...l 3,530 e 163 4 1,032 4,840 1
$3,920 (FAP breakeven)........ .. ....ooiiiiiioiaaan, 3,920 7 {1 948 4,647 125
$4,000. o 4,000 28 208 e 936 4,700 34
95,250, - i et e iiiiimeiiaaian 5,250 212 $t8 2 K U, 4,747 96

1 A woinan with 3 minor children where State pays $2,004 to a family with no other income.

1Calculated according to the family assistance State supplementary formula, but assuming exercise
of secretarial discretion to hold reduction rate to 67 percent, as authorized in sec. 452(bX2).

3 Fhede'al incume tax calculated on the basis of the tax provisions in effect in 1972, assuming no
surcharge.

4 Current State tax schedule. i N

3 Social security tax of 5.2 percent will be in effect Jan. 1, 1971, i X -

¢ Arizona has no food stamp program, but has a surplus commodity program with an income eligi-
bility ceiling ot $3,072 for a family of 4 with no earnings and $3,552 for a simitar family with earnings.
Not all eligible families participate in ths commodities program. Such families’ benefits and cumu-
lative reduction rates would be tower.

7 Arizona has no title XIX program. . i

# Pyblic housing bonus is the public housing agency estimate of comparable private market rental
($1,680) yearly) minus amount of public housing rent paid. Calcutated for 3-bedroom unit from data
supplied by local housing authority, including any allowable deductions for employment costs and
payroll deductions, but not including deductions for day-care costs, health-related expenses, earnings
of minors, or any other deductions allowed. Maximum admission limit is $4,200 of countable income;
for continued occupancy $5,250. These figures should be used with caution since the great share of
AFDC recipients do not live in public housing, and hence would neither receive subsidized housing
or face the high cumulative reduction rate. Precise figures unavailable for Phoenix, Ariz. of number
of AFDC recipients living in public housing.



(ABLE 2,—-COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-JESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN WILMINGTON, DEL. 1

Average .
Food stamp  medical ven- Total income: Cumulative
bonus or sur-  dor payment mongy and marginal re-
State  Tota! money Federal State income Sacial plus tom- per AFDC  Public hous-  in-kind from duction rate
Earnings FA” benefit supplement? income  income tax3 fax4 security tax> modity value ¢ family?  ing bonus® all sources (percent)
B et $1,600 $188 788 i $661 $437 $480 $3,366 .............
$7200 . 1,600 188 2,508 ... iieiiiieiienaaaoaa $37 661 437 540 4,109 )
$1,000. ...l §,460 141 2,601 i 52 661 437 540 4,187 2
$1,850 (State breakeven) .. .. 1,05 ... 2,885 e 96 i 437 540 3,766 150
$2,000 ... .. ......o.... 960 .. oeeet 2,960 Lo 108 .ol 437 628 3,821 63
$3000. ...l 460 ... .. 3,460 . e eeen 156 i 432 3,736 108
$3.920 (FAP breakeven). ... ..ol aiieiiioiioe. 3,920 $17 $12 204 L iiiiiiiaen 348 4,035 68
SA000 i ciieiiaiann 4,000 28 13 208 . iiiieeeiiaea kLK 4,093 18
§3,450 e iiiiicieiiel oo 6,450 417 60 330 e eiieiiiiiianan 5,638 37

1 A waman with 3 minor childrer where State pays $1,788 for a family with no other income.

2Same astable 1.

3Same as table 1,

4Sameas tahle |.

$Same as table 1.

6 Dalaware has ne food stamp program but has a surplus commodily pragram vath an income
ceiling of $2,530 nat income (earnings tess man Jatory payrall deJustisns). Not ait eligible families
Earlticnpa: -'n the commodtties program, Such fanilies” banefits and cu.nutative marginal rates would

e lower,

T Based on estimates of medical vendar pasments, May 1369. In viex of the seasonal variation in
medical care costs, it was assumed that May 1939 represents 14, of the annual 1969 payments. In-
;:omsi elifg‘mimy is AFDC cutoft for AFDC recipients or $3,000 for medicalty mdigent nonrecipient
amily of 4.

§ Public nousing banus is the public housing agency estimate of comparable private market rental
($1.560 yearly in city-leased hodsing) minus amaunt of public housing rent paid. Calculated for 3-
bedroom umit from data supplied Jy local housing autherity, including anr allowable deductions for
employment costs and payroll deductions, but not including deductions for day-care costs, health-
related expenses, earnings of minors, or any other deductions aliowed. Maximum admissicn hmit
is $4,80C of counlable income; for conbinued occupancy $6,009. These figures should be used with
caution since the great share of AFDC recipients do not live sn public housing, and hence would
neither receive subsidized housing or face the high cumulative reduction rate, For example, only
29 percent of AFDC receipients in Wilmingtan, Del. hive in public housing.

% The increase in the public housing benefd increases money income by 103 percent of earnings.

€28



TABLE 3.—COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED §*iCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN CHICAGO, ILL.}

Average

Food stamp medical ven- Total income: Cumulative

State  Total money Federal State income Social b°"$‘|2§'c§3n'f do;g'azr?gnot Public hous- inmrquffac):g ?3:5?:lr;:;
Earnings FAP benefit supplement? income  income tax3 tax¢ security tax® modity valuet family 7 ing bonus? al' sources (percent)
[ $1,600 $1 496 $3,096 .. .. e . - $408 $789 $1,116 $54809 .. . ...
$120... oo ... 1,600 1,496 3,86 .. . . ... $37 312 789 1,118 5. 996 8
$1,000. ... ... 1,460 1,449 3,909 ... Lol ool 52 312 789 1,116 6.074 72
§2,000. e 960 1,282 4,242 (il 104 312 789 1.116 6,395 72
$3,000 .o .ieeei.ll. 460 1,115 4,575 _.. e —a 156 288 78% 1,116 6,612 74
$3,920 (FAP breakeven).. ._......_... _... 972 4,892 $17 oL 204 288 789 1116 6,864 73
$4000. . . ... ... 908 4,908 28 ... ... 208 288 789 1.116 6, 865 93
$50000 .. .. L.l N .- 241 5,241 172 $11 260 288 789 1,116 6.991 87
$5,362 (State breakeven). 230 116

1 A woman with 3 minor children where State pays $3,096 for a family of 4 with no other income.

i Same as table 1.

3 Same as table 1.

4 Same as table 1.

* Same as fabfe I.

* Food stamp bonus is the difference between the value of the coupon alfolment and the purchase
price of the coupons. Based on current food stamp schedules, with mandatory payrofi deductions
subtracted from gross income in determining purchase price and eligibility. Income eligibility linut
1s AFDC breakeven for AFDC recipients or $3,600 net for nonrecipients. Not afl ehgible famihes
pa{ticipate in the stamp program. Such families would have lower benefits and cumulative reduction
rates.

7 Based on estimates ot medical vendor payments, May 1969. Income eligibity ceiling 1s AFDC
breakeven for AFDC recipients or $3,600 for medically indigent nonrecipient family of 4.

14 219 ... Ll

5,955 387

* Public housing bonus is the public housing agency estimate of comparable private market rental
($2,076 yearly) minus amountof pubhic housing rert paid. Calculated for 3-bedroom umit from data
supplied by local housing authonty, including any allowable deductions for employment costs and
payroll deductions, but not including deductions for day-care costs, health-related expenses, earnings
of minors, or any other deductions allowed Maximum admission imit is $6,000 of countable income;
for continued occupany above $8,400. Since continued occupancy at higher incomes for increased
reat is permitted, no cutoft point for ehgibrity far public housing is shown in th's table. These figures
should be used with caution stnce the great share of AFDC recipients do not live 1n public housing,
and hence would netther receive subsidized housing or face the high cumulative reduction rate.
Appraximately 18 percent of all AfUC recipients in Chicaga, 11l live i public housing.



TABLE 4. —COMBINED BENEFITS AND REDUCTION RAIES UNDER SElECTED INCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN NEW YORK CITY!

Social

312

Earnings FAP benefit supp|emsezge" To(alir:‘!g;:‘ye |nco;1eed(eargll State inc‘oar:l‘e security tax "
O e e $1,600 $2.108 $3.708 oLl L. L L.l
$720. ... ... 1,600 2,108 4,428 . ... .. R
$1,000. ... ...l 1,460 2,061 4,520 L. ol
$2000. ... ... 960 1,834 4,85 0 .0 . L
$3000. .. . ... ... 460 1,727 5187 ... ... .. 6
$3,920 (FAP breakeven) ... ... _.. .. 1,574 5, 494 817 21
$4000.... ... . . . 1,520 5, 520 28 26
$5,000. ... 853 5,853 172 53
136 80
386 90

1 A women with 3 minor children were State pays $3,708 to a family with no other income. The
standard in New York State was adjusted to include the rent as paid to a public housmg authonity
($101 a month) for a typical unit. Does not reflect increased standards as of May 1,

2 Same as table 1.

3 Same as table 1.

1 Same as table 1.

4 Same as table 1.

¢ New York City has a surplus commodity food program with an ehigibility ceiling of AFDC break-
even levels for AFDC remflenls or $4.200 for other low-income families of 4

7 Based on estimales ot medical vendor payments, May 1969. Income eligibility ceiling 1s AFDC

Food slamp
bonus or sur-
plus com-

modity value$

$522

Average
medical ven-
dor payment

per AFDC

family 7

sl

i

L
153
153
153
153
153
153

1

i53
153
153

Pubtic hous-
ing bonus*

P

Total income:
money and
in-kind from
all sources

§7,435
8,118
8,136
8,477
8,752
8 979
8,985
9,095
9, 185
7.529

Cumutative
marginat re-
ductson rate

(percent)

breakeven for AFDC reciptents or $5,300 for medically indigent nonrecipiest family of 4.
4 Pubtic housing bonus is the public housing agency estimale of comparable private market rentat

($3 264 yearly in city-arded apartments) minus amount of pubfic housing rent

aid Calculated for

3-Ledroom umt from dala supplied by local housing authanity, including any aliowable deductions
for employment costs and payroll deductions, but not including deductions for day care costs, health-
related expenses, earnmgs of minors, or any other deductions aliowed Maximum admission himit 1s
$6,900 of countabie tncome, for cantinued occupancy $8.800. These figures should be used with cau-
tion since the great share of AFDC recipients do not five in public housing, and hence would neither
recetve subsnhzed housing or face the high cumulative reduction rate. Approximately 8 percent of
all AFDC recipients 1n New York City hve m publc housing,



TABLE 5.—COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 7-PERSON, FEMALE-HEADED FAMILY IN PHOEN!X, ARIZ2

Average
Food stamp medscal ven- Total income: Cumutative
boaus of sur-  dor payment money and marginal re-
State  Tota! money Federal State income Social plus com- =r AFDC  Public hous- in-kind fram duclion rate
Ealnmgs FAP benefit supploment: income  income tax? tax+ security taxs modity valuz® family 7 ing bonus ® all sources (percent)
$2,500 $332 $2,832 . $1,176 34,764 ..
2,500 332 3,552 . i, 080 5,351 18
2,360 285 3,645 1,068 5, 417 76
1,860 118 3,978 il . 104 % . 1,032 5,662 75
$2,706 (State breakeven).. ... 1,607 (L. 4,23 . 141 7% . 948 5,776 84
$3,000.. ... L e o 1,360 . . .. ... 4,360 ... ... . 156 7% ... Ll 936 5, 896 59
$4,0000. L.l 860 ... 4,860 . ...l 208 i 828 §, 480 142
$5000 .. ... ... 380 ... ... §,360 ...l 260 .. . . el . 720 5,820 66
$5,720 (FAP breakeven)......_ ... . ... ... 5,720 ..o il 297 il e 648 6,071 65
$6,000. il 6, 000 $14 $4 32 600 6,270 29
35 2 6,375 67 10 332 il il 5, 966 181

1A woman with 6 ririnar children where State pays $2,832 {0 a family with no other income

2 3 Same as table 1. footnotes 2-5.

€ Anizona has no food stamp program, but has a surplus commodity program with an income ehgi-
bility ceiling of $4,344 for a family of 7 with no earnings and $4,824 for a sinnlar family with earnings.
Not all eligible famihies participate in the commodities program. Such famities would have lower
benefits and cumulative reduction rates.

7 Arizona has na title XI1X program.

8 Public housing bonus 1s the public housing agency estimale of comparabie private market renlal

(31,680 yearly) minus amount of public housing rent paid. Calcuiated for 3-bedroom unit from data
supplled by focal housing authority, including any allowable deductions for employment costs and
payroil deductions, but not includin deductions for day care costs, health-related exnenses, earnings
of mynors or any other deductions 2llowed. Maximum admission limit is $5,100 of countable i income;
for continued occupancy $6,375. These figures should be used with caution since the great share of
AFDC reciptents do not Live in public housing, and hence would neither receive subsidized housing
or face the high cumulative reduction rate. Precise figures not available for number of AFDC recipients
hiving in public housing in Phaenix, Anz.

9.8



TABLE 7.- COMBIHED BENEFITS AND REDUCTION RATES UNDER SELECTED 11iCOVE-TESTED PROGRAMS FOR A 7-PLRSON, FEMALE-HEADED FAVILY I CHICAGO, fLL.1

Focd stamp nuaméavle\rlz%'f Total mcome. Cumulative

State  Total money Federal Staie income Social bon;):!;gvcgumr: dorpg;!)ﬂeb%t Public hous- mﬂ?r’wlgyfa;m ?Séﬁi«;’:lr;;

Earnings FAP benefit supplement - income  income tax? taxi  secunity tax? modity value® family 7 ng bonus* all sources (percent)

O, . L i $2,500 8214 $4.644 . L .. . $696 $1,380 $1,116 $7,836 ...
0. ... . . . 2,500 2,144 5,364 §37 600 1,380 1116 8.423 18
$1000. .. . ..., . 2,360 2 097 545 ... ... R 52 552 1 380 1,116 8,453 89
12000... - . ... ... 1,860 1.930 5790 ......_... A 104 552 1,380 1,116 8,734 72
f3000.0 L. L oLl Ll 1360 1.763 6.123 ... ... 156 504 1380 1,116 8,967 77
$4000.. . ..o IR 860 1 596 6,45% . .. 208 456 1,380 i.116 3, 200 77
$5006.. .. . . ... 360 1422 6,789 _._.._. . 260 408 1,382 1.116 9,433 77
$5.720 (FAP breakeven) .. . .. ... _. 1309 7.025 297 408 1.380 1,116 9,636 12
$6.000 L. oo L.l 1122 7.122 $14 312 408 1,380 1,116 9,700 7
$2,000 ..o L. oLl I 455 7,455 156 . 384 360 1,380 1,116 9,791 91
$7,683 (State breakeven)... . 7.683 253 $7 400 1,116 8,499 28%
$8000....... ... ... e e e e 8,000 297 11 106 1,115 8,402 131

1 A woman with & minor children where State pays $4,644 to a family with no other income.

>i Same 2s table 1, footnotes 2 5.

% Food-stamp bonus is the difference between the value of the coupon allotment and the purchase
price of the coupons. Based on current food-stamp schedules, with mandatory payroll deductions
subtracted from gross income in determining purchase price and eligibility. Income eligibifity Timit
15 AFDC breakeven for AFDC recipients or $5,400 net income for nonrecipients Not all ehgible
tamilies participate in the food-stamp program. Such families would have lower benehits and cumula-
tive marginal rates. . - o

* Based on estimates of medical vend: r payments, May 1959. Income eligibility ceiting is AFDC
breakeven far AFDC recipients or $5,400 for medically indigem nonrecipient families of 4

¢ Public housing bonus is the Pubhc housing agency estiniate of comparable private market rental
(32,076 yearl() minus amount of public housing rent paid. Calculated lor 3-bedroom umit from data
supplied by local housing authonty, including any aliowable deductions for employment costs and
payroll deductions, but not inctuding deductions for day-care costs. heaith-related expenses, earn-
ings of mmors or any other deductions allowed. Maximum admisston limit is $7,800 of countable
income, for continued occupancy above $10,470 Since continued occupancy at higher incomes for
increased rent is pernutted, no cutolf point for eligibihify 1s shown i this table. These figures should
be used with caution since the great share of AFDC recipients do not live mn pubhc housing, and
hence would neither receive subsidized housing or face the high cumulative reduction rate Approx-
ymately 18 percent of all AFDC recipients in Chicago, I, hive in public housing



TABLE B COMBINED BENEFITS AND REDUCTION RATES UNDER SELLCTED 1MCOME-TESTED PROGRAMS FOR A 7-PERSON, FEMALE-HEADED FAMILY 1{ NEW YORK CITY1

Food stamp medllz;!e:::gne- Total income: Cumulative

Slate  Total money Federal State income Social bon&sugrc;umr: dozaepraﬂg%t Publiic hous- mr-'I:Oiggyfraor:v? rg:&gllonr?lr;;

Earnings FAP benefit supplement. income  income tax: taxt  secunty tax> modity value® family 7 Ing bonus * all sources (percent)

9 el $2. 500 $2,792 $5.292 3846 $2 017 32,052 310, 207 -
$r20.. Ll 2.500 2,792 6,012 . .. $37 846 2017 2,052 10 894 18
$1,000. . 2 360 2 745 6105 . . .. ... 52 216 2o 2.05. 10 968 i
$2,000.. ... . . ... 1,860 2.578 6438 . . .. .. ... 164 846 207 2.082 11.249 77
$3.000 . 1 360 2411 6771 ... .. . . 156 846 2.017 2 (52 11,558 77
$4,000. oo e . £60 224 7108 (o 208 846 2017 2 052 11 8t 77
$5000 . . . . 360 2,677 7.437 .. .. 6 260 8y 2.017 2.0%2 12,086 72
$5 720 (FAP hreakeven) 1,957 7.607 ... 19 297 846 2,017 2 052 i2.275 74
$6.00C. 1770 7,77¢ $14 26 312 246 2,017 2 052 12 336 g0
$7.000 . .. . L. B S 1,103 8,103 196 53 364 846 2,087 2 052 12.415 89
8,000 e . 43¢ 8,436 237 8¢ 406 846 z,017 2,052 12 568 88
$8,658 (State Lreakeven) 8.658 398 el 2.052 9. 802 520

1 A woman with 6 iminor children where State pays $5.292 to a family with no other income

-5 Same as tabte 1, footnotes 2-5.

3 Food stamp bonus is the difference between the value of the coupon aliotnient and the purchase
price of the coupons Based on current food stamp schedules, with mandatory payroll deductions
subtracted friom gross :ncome in determining purchase price and ehigibility. Income ehgibility limit
is AFDC breakeven for AFDC recipients or $6,060 net income for nonrecipients. Not ali ehgible families
participate in the food stamp program. Suck families would have lower benebts and cumulative
reduction rates. . .

& New York City has a surplus commodity food program with an ehgibility cerling of AFOC break-
even levels for AFDC recipients or $6,050 for other fow income families of 7.

1C4 406 ........

T Based on estimates of medical vendor payments, May 1969 Income eligidility ceiling is AFDC
breakeven for AFDC recipients or $7,200 for medically indigent nonrecipient famiiies of 4.

8 Pyblic housing bonus is the public housing agency estimate of comparab'- private markel rental
($3.264 yearly) minus amount of public housing rent paid Celeutated for 3-bedroom unit from
data supplied by local housing authonty, including any allowable deductions for employment costs
and payroll deductions, but not including deductions for day care costs, health-related expenses,
earnings of minors or any other deductions allowed. Maximum adnussion limit is $8,084 of countable
income; for continued occupancy $8,800 for federally aided projacts. These figures should be used
with caution since the great share of AFDC recipients do not Irve wn public housing, and hence would
neither receive subsidized housing or face the high cumulative reduction rate. Approximately 8
percent of all AFDC recipients in New Yark City live in public housing.

[
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Senator Cerrrs, Would you yviekd for just one more question /
Senator Taratance, Yes,

DEPENDENCY RAVTE IN CALITORNEA UNDER TIHE BILL

Senator Crrris, Is it frae that at the present time, ome Californian
out of 12 is on welfare ?

Secretary Fixcer. 1 think that i~ approximately corvect.

Senator Cowrrs, I have aovery good estimate. - :

Mr. VeNeanax. That is the number who receive poblic assistanee in
one fornr or another,

Senator Corris (continuingy, ‘That if this bill pussex in its present
form, 3t will he one out of seven.

Mue, Venesan. I have not seen those figures, Senator,

Senator Coerres, They will e presented.

SOURCE O TUNDS TO PAY COST O BT

Senator Taraapar, M. Seeretary,one final question.

You rementber last vear, there was a great deal of talk about a
taxpayers” revolt, People were up in arms all over the country, amd
they <6l are, voting down hond issues for school~, hospitals, ealth
programs,evervthing else,

Secvetary Fixen. Yes i,

Senator Thaaapee, b othink before the vear is over, we will have
another hill hefore us to rise the debt ceiling, We have had that every
vear, Ithink, since T have been in the Senade, on one ocension tw ice.
Your own estimates ave that 1this i~ going 1o cost the Government an
additional RE 1 billion by the end of 1976, Where are we going to gt
the money /

seevetary Fexer, Well, the Buoean of the Budeet has considered
these costs, We have regarded the sociad implications ol this as impor-
tant enongh to trade ofl these expenditures against others within our
present projections,

Senator 'Tarsapar, Your view is we will eliminate other progran-
toenact thisone?

Secretary Finci, Given the normal erowilv in Federal revenues,
we are not anticipating ~ceking any new tax authorities to meet 1this
obligration,

Senator Thaarancr, T ilink the deficit this year is Tikely to he about
K8 hillion move than anticipated in the hudget. Soowe will be con-
fronted with either eaising taxes vers <ubstantinlly or else raising
the debt ceiling very substantindly, one or the other. or mayhe hoth.

Secrverary Foxer That may beo e would not be as aoresult of (his
bill. What the climate wonkd be the following vear, when this would
hecome operative, I would not want to gies<,

Senator’Taeanase Thank yvous Mr. Secretary.

Tliank vou, Mr. Chairman,

BECESS PO MR D IN LNEG U DIV SEssEoY,

The Coavesax, Meo Secvetarvy, T ohave had sone dizenssion with
members of the committee while the hesving has been going on. We
think it might he desirable to recess these hearings at this time ond
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for the committee to weet in executive session with you and the gentle-
men you have at that table with you, We will discuss the hill before
us, and then we will announee at the conelusion of that meeting, 11
that is agreeable with von, whether we are going to hold hearings this
afternoon,
Seervetury Fixcin That i< eniirely satisfactory with me, My, Chair-
nim, )
The Citararax, Thank you very much. I invite you to meet with us.
(AL 11535 the conmiitiee proceeded to executive session: then met
again in open session at 12:1).)

RECESS OF HEARINGS

The Coamaan, It has been the deeision of the committee, after
consulting with the Secretary and his assistants, that the comnnittee
will recess this heaving, subject to the eatl of the chair. 'The Secretary
of Health, Education, and Welfare has agreed to conrdinate an etfort
among the executive departinents concerned with income maintenance
programs to devise an overall plan for weltare reform which will take
aceount of benofits such as public housing, food stamps. ete,, which
are inade available to low-income families, When this plan is submitted
to the committee, it will be published, We will then proceed with the
hill and the varions suggestions that wight he made, further explorving
and meshing with the welfare program evercthing that is heing done
under other Federal programs=and other State programs,

Senator Winpiaors, T have no comment exeept to conewr in what the
chairman said, The conmyittee and the Seeretary and the Department
recopnize that while thi= problen may go bevond the jurisdiction of
Health, Edueation, and Welfare, we feel that we do have to consider all
of thuse programs that ave related to welfave, They must all e con-
<idered and taken together, and the Department will have the oppor-
Hmity to get together the various other departments and ~ee what kind
of plan they can come baek with, and we will proceed further at that
thne. | think this reassessment is an excellent ~snggestion, and 1 cep-
tainly coneur in it completely, beeanse we do veeagnize that these pral-
lems existand,as T stated vesterday, the liest v imost important step
toward correcting something is a recognition of the problen.

We all vecognize that the existing Taw is likewi~c a monstrosity that
needs elinnging, So we want to he sure that when we do change it, we
are ke the corrections, ‘

We had no objections, in faet we have a responsibitity, to take eare
of those who through no fanlt of their own, are nuable to work. But
the time comes when we should end a program which rewards idleness
and dircourages personal initintive of thoze who can provide for them-
selves,

[ think that with all of us working together. thiz ean he done,

The Convvean, Twould just Tike to make it eloar that as far a< this
Senator s concerned. and T think that thisis the conzensns of the com-
nidttee, we do want to pass a il We wonld like to pa=< ihe best bill
that we ean pazs. We would like to pass a Hilt which takes into con-
sideration everything that private employers ¢an be expected to do:
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everything that State governments can be expected to do; and every-
thing that other Federal agencies can be expected fo do as a part of
this overall effort.

Mr. Secretary, we want to thank you for your fine cooperation and
also, Mr. Veneman, for your very able assistance.

If you care to make a statement, you may.

Secretary Fixcr, T have no statement at thistime, Mr. Chairman.

(Whereupon, at 12:15 p.m., the committee adjourned subject to the
call of the Chair.)



Appendix A

Evaluation of Work Incentive Program (WIN)

DISCUSSION OF FINDINGS AND RECOMMENDATIONS
AS A RESULT OF WORK PERFORMED UNDER CON-
TRACT 33-40-69-01 DATED OCTOBER 14, 1963 FOR TIHE
DEPARTMENTS OF LABOR AND HEALTH, EDUCATION
AND WELFARE '

SUBMITTED TO

Cosyirret o Wavs axp Mreans, sy rar Aversach Corp.,
Priicavenemy, Pa.

January 29, 1970
Tne Work INceNxTIvVE PROGRAM
THE NEED, THL CONCEPT, AND TIE GOAL

Over one and one-half million fumilies receive support under the
Aid to Families with Dependent Children ( AFDC) program. Many
of these persons—vontrary to myths about persons on welfare—are
trapped in aosystem they resent because they lack the opportanity to
become productive members of the labor force, They may need only
i good economical ¢hild care plan; or they may need specialized carve
and training beeanse of severe physical vestrictions, emotional aberra-
tions, or insuflicient education and skills to obtain stable employment.
The Work Incentive Program (WIN), as a concept, recognizes the
needs of recipients and ealls for a coherent network of services that
will enable many of those trapped in welfare 1o obtain a sense of
dignity and relf-worth. Features of the WIN concept include:

Remedial medical attention.

An meome supplement during participation in WIN (in addi-
tion to the AFDC grant).

I*vee ehild care.

A team stafling aveangenent, ineluding sympathetic “coaching™
by aides (ineluding AFDC vecipients) reeruited from poverty
areas,

Orientation to the “world of worlk."

Basie education and high school equivalencey (and. in some
cises, college). '

Diversified job training.

Job counseling and pfuconmn(, including intensive follow-up
confact. ]

Individualized employability plans for each enrollee rather
than rigidly stractured, standard plans for all.

(383)
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Uniticdl paekages of serviees and components, vather than a
haphitzard effort to find serviees through other programs.

WIN also enntains some incongruities, for example, the disparity
between A DC alloeations for ehildren and the ehitd eave costs to
make mothets receiving =uch aid employable: AFDC, in the great
majority of states, pays the mother less to take care of her own ehil-
dren’s needs inctuding food, clothing, and shelter—than it will cost
to provide *quality™ day cave tor those same ehildven when the mother
1~ embloyed,

Unless mothers can be cmployed in positions paying substantial
wages, either the cost of AFFDC-related sepvices will inerease as a re-
sult of WIN, or the net useful income of the mother will decrease, or
the program will have to be linited to mothers who ean lind their own
child care at little co-t.

Another problem i< that WIN ealls for compulsory participation of
niothers, This requirement hias provoked such consternation amony
welfars vights representatives, union leaders, and other<, that the pro-
granm began inoan annozphere of distrust despite the fact that

e more volunieer< exist than slots,

[sentinl seeviees, child earve in partienlar, simply do not exist
N Ny are.s,

The punitive provisions of the lTeci<lation are largely uren-
forceabte, )

A thivd ineon ety involves the job <itnation. Althougl the WIN
coneept i hutleaconnd jobs for welfare recipient~, there has heen Hitle
investization of the fabor neorket to determine exact Iy where ol how
toh< can e obtained, o how many jobs are actually available or
Hkely to beeome availablie for WIEN enrollees, Now that the program
s underwav, there i~ a growing feeling amone Toeal WIN <tail that
ihany participant=. wonen in partiendar, will not obtain jobs in the
alveady tightly vestricted Bbormarket existing in many connunitios.

The program began under pressire, Rapid resudis were enconraged
pedd envollient was = forced™ up to wuthorized program levels even
thowel:

(1 The <statl= condd not handle the volume of traflie.

(20 Components did not ver exist (hot a barrier (o evrollnens
qecording to the logishition ).

(3 Provisions or levishation for developing components had
nat been obiained,

(6 Eaagison betweern Welfare and the Fanploviment Seryicn b
not heen etfected, ‘

(5 Fimely payviments conld nor he made,

. “"A) H'llli)nﬂ'li\'u e Tens were ]:ll'f'v].\' sy ailahle,

Il mistead of aoquick reduction in o welfarve ralls, the resnl was
long holdinge periods and a high enrollee drop-ont rate,

T PROCIEAN

The WIN procram hus =ome uniqoe and promising foatnree, Do
canse it deads with aelient group that alvesdy has an HICOTIe ~OUTee,
it does nor have to make the quickest possible placement., rogipedloss
of qualiey- it has Gine to develoy » i ployability throngh edineat jon
i trainine. By using the team™ stafling jirangement fo make avail-
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able an assortment of specialists, including training experts and job
developers, the program ofters enrollees a better-rounded service than
more typical artangements in which only a counselor sees the enrollee.

WIN provides for frequent, continual contact between the program
and the enrollee, with encouragement and support provided by coaches
who ave often from the same ethnic and communitiy background as the
enrollee, The incentive payment, while not lavish, provides another
measure of encouragement, as does the provision of supportive serv-
ices, in particular, free child care. (In some project arcas, the provi-
ston of child care alone is enough to commend the program to pros-
pective participants and bring about voluntary enrollment.) ]

That WIN addresses a recognized need is evidenced both by the high
degree of voluntary participation and by envollee’s enthusiasm for the
program concept. Enrollees often view WIN as a route of escape from
the welfare system (which many view as degrading and dehumaniz-
ing) and a way into a labor market.

Despite the program’s timeliness and general coneeptual soundness,
it has not lived up to expectations.

The basice pro}ﬂem is that although persons are eager for the pro-
gram, the process of assembling the necessary resources, personnel, and
components into an operating program has proved painfully difficult.
Converting authorized program levels into enrollments and convert-
ing envollments into successful results requires a coherent network of
services from both the Departments of Welfare and Employment
Security.

WIN is a bi-ageney program, not simply the referral of recipients
from Welfare oftices to n WIN program in local Departments of Em-
ployment Security. Child care, medical examinations, and remedial
medical care, as well as continuing welfare payments and services for
applicants are as important to the program as any of the vocational
services,

Though the success of WIN depends on a coordinated activity, it
has been largely carried out as two separate programs. Separate guide-
lines—not always in agreement—have been issued by Departments of
Labor and ealth, Education and Welfare, and few joint procedures
or training packages have been promulgated. The result has been a
misunderstanding between Jocal welfarve and manpower agencies since
there has been little interageney liaizon and little information in either
agency about the other’s responsibility or activities. In particular,
caseworkers—who are responsible for many of the WIN services—
often know little about the WIN responsibilities of the welfare agen-
ey, much less about those for the I~hnp50vmem Service. -

The enabling legislation makes provision for child care for mothers
enrolled in WIN, Lut does not grant funds for construetion of day
care facilities. Lack of child care is perhaps the most serions barrier
for any employment program invelving mothers, Institutionalized
child care for WIN participants is rare, and neither the private nor
public sector is moving to develop adequate child care facilitios. Most
mothers in the program have made their own babysitting provisions:
these arrangements are fragile, and subjeet to frequent changes, inter-
ruptions, and breakdowns. Many programs are admittedly unable to
provide child care, and so must limit participation to those mothers

44-527—70—pt. 1——26
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who can make their own arrangements, In addition to lack of funds,
restrictive local building codes and fire and welfare ordinances
make development of day care centers very diftienlt. Although many
WIN enrollees are being prepared for jobs that require shift work,
child care arrangements to make such work feasible for mothers are
extremely rare. Also, too little consideration has been given to the use
of child care for educational and emotional development of the child,
although this practice could result in an additional henefit from the
program.

hough the program calls for medical examinations prior to refer-
ral, they are waived in many areas because of difliculties in obtaining
them. In many programs, even where examinations are adequate, there
are no provistons for the correction of medical problems that are bar-
riers to mn})loyment. Tse of Vocational Rehabilitation services is
searce, and few applicants are given such clearly needed articles such
as dentures and hearing aids. One problem is that the legislation
urged states to make use of Title NINX funds but did nct provide for
a direct medical program asa pavt of WIN,

Lack of adequate transportation is a serious problem for many WIN
projects: it affects the envollees™ ability both to participate in the pro-
gram and to secure employment. In rural areas where WIN operates,
many enrollees live miles from program facilities, and have neither
cars nor access to ‘mb]ic transportation. Even in large cities trans-
portation poses problems, since sources of employment are increasing-
Iy locating on the suburban fringes of metrapolitan aveas, far from
the nei}:hi}nrhoods where WIN participants live. Tt is now common
to find situations, particularly in the Fast, where suburban jobs go
begging while unemployment soars in the inner city,

Snitable training and eduecational components could not he pro-
vided as readily as thought, so many programs had long period= of
holding. Throtgh procedures for the development of institutional
training are now n({oqnnto in most areas, not all courses are well con-
ceived for the special requirements of welfare elients. Programs for
both Basic Fdueation and Iizh School Equivaleney have been large-
Iv “standard” packages, which often fail to meet the needs of welfare
recipients. On-the-job {raining has been virtually unavailable beeause
of competition with other programs and lack of eftective provedure~
for contracting with employers. Fewer than one percent of WIN en-
rollees have received this form of training,

The extenit to which jobs are available to prospective WIN “orad-
uates” cannat he precisely determined. Few arveas have carried ont
lubor market studies for the restricted class of applicants served by
WIN programs, Staff members are, however, apprehensive abont
placement, and feel that they may not be able to come up with sufli-
cient suitable jobs for participantz. In areas where persons are on
welfare beeanse of widespread nnemployment. staff members apenly
admit that they have no plans for pfﬁcemon(. hut are using the pro-
gram to help enrollees become more mobile through education and
training. )

The development of Iarge numbers of jobs in the private sector is
more difficult than generally acknowledged: in mo-~t projects, WIN
is competing with other manpower programs for a limited number of
openings.
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RECOMMENDATIONS FOR IMPROVEMENT

During the WIN evaluation studies, we have made numerous
recommendations for improvements in the program; these sugges-
tions have appeared both in individual site reports and in interim
and final reports. Although many of these ideas pertain only to
features of the WIN program, some apply as well to other manpower
programs that seek to serve the »disadvantaged,” and thus may be
relevant to the Committee’s concerns:

Improvement of Interagency Liaison—Improved coordination
and cooperation between welfare and manpower agencies on all levels
are erucial to the suceess of WIN. An interagency task force on WIN
is already functioning on the IFederal level, and a similar eflort
would De even more essential in local projects, where training ses-
sions could involve line stait from both the welfare agency (case-
workers) and the manpower agency (WIN team members). The aim
of such training would be to ensure that each agency fully under-
stands the other’s role in WIN and the problems hindering program
SUCCes,

Improved liaixon ix also important for the timing and coordination
of the referral-enrollinent process <o that services will be available
when enrvollees need them. Improved loeal commmnication could
lead to a better-coordinated program, in which referrals were timed
to coincide with actual program openings, thus aveiding lengthy
“holding™ periods. Another by-prodiwt of such timing would be
morve viable chitd eare arrangements, since they could be pit together
just prior to a mother’> Cetnal program participation, and not weeks
ar months in advance on the expectation of future envolhuent,

Althongh diffienlt, it iz japortant for welfare caseworkers to re-
main iavolved in the emplovability of planning process after referral
and enrvolliient of ¢lHents, A~ a part of improving interagency Hai-
son, caseworkers should be available to the teams on an informal
Dhasisasa vesouree.

Ntvewgtlhening b Nuppoytice Nepeices- Snpportive services for
pro<pective enrvollees it he greatly <trengthened, Remedial medi-
cal el ineluding corvective sargery and psyehiatrie eave as well as
more mundane tens <ueh as dentures and eveelisses o mnst be avail-
able. A more ~truetieed involvement of Voeational Rehabilitation
acencie< in WIN will help to facilitate this coal: however, new pro-
eram= amd funds may he required iF medieal assistanee i ta be we-
co~<ible to AFDIC recipients prior to thety envolhient in WIN,

Fyen more sportant and aaore difliealt is the problem ol ehild
care. Funds will be required not only for statling and supplie=, hut
also for constroction of new facilities and rehabilitation of exist-
ing struetures, The ~simple provizion of more money for child cave
will resudt only in more haphazard bhaby-itting mrangements: only
awell-conceived comprehiensive plan for the provision of in-titation-
alized ehild eave serviees (Le. centers), operating at flexilic hours to
meet the <hift requirenients of workers, will suflice to meet the real
needsof WIN participants,

The problem of transportation i« not likely to be solved within the
framework of WIN alene. Tt is worth noting, however, that revamp-
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ing of metropolitan transit systems to provide inexpensive and con-
venient commuting from core city areas to suburban employment
centers is an essential part of resolving the problems to which WIN
and similar manpower programs are addressed. This approach must
be coupled with the provision for more employment opportunities
in the cities, and the development of low-income housing in subur-
ban areas.

_In rural areas where transportation problems are acute, the pro-
vision of “WIN-Mobiles™ to take components into remote areas is a
promising approach, but there is still the question of the availability
of jobs in such areas.

Intensive Labor Market Analysis and Job Development.~Much
more needs to be known about the actual availability of jobs for WIN
“graduates” in areas where the program functions. Analysis should be
made, on a site-by-site basis, and should include both job opportuni-
ties which are extant and those which are expected to be developed.
A particular area of inquiry is the relative potential of the public
and private sectors of the economy to supply jobs. WIN operates in
many areas on the assumption that large numbers of jobs can be readily
secured in the private sector: this assumption may not be borne out
by investigation.

Once the potential job market for WIN enrollees is defined, the
program should be planned around that market, in terms of both
slot. allocation and provision of components. The size of WIN projects
is presently determined by the size of the local AFDC population: it
would make more sense to let project size be governed by actual job
availability. Labor market analysis would also ensure that training
programs were suitable for existing jobs. _ i

Many projects need to broaden training possibilities substantially,
and to achieve much more flexibility in start-up times for courses.
The large number of enrollees in “holding” pending assignments to
components reflects a need for more components at more frequent in-
tervals. More scope is needed in training programs for women: most
programs are still limited largely to clerical and medieal fields.

Much more attention needs to be devoted to the development of jobs
for WIN “graduates.” To reduce unproductive competition among
manpower programs, and redundant ealls to personnel managers, job
development should be carefully coordinated in each local area, and
should be vested on a higher, more coordinated level than any single
program. On this higher level, major employers could be approached,
to restructure jobs, re-examine hiring requirements, and generally
consider how the special needs of WIN envollees can be met in employ-
ment situations.

FEqualization of Income Discounts.—Present regulations permit
women on AFDC to accept employment without having their entire
earnings deducted from their welfare checks. Under the so-called
“thirtv-and-a-third” provision, the first thirty dollars earned by
ATDC mothers in any month, and one third of the remainder earned,
are discounted before earnings are deducted from the welfare pay-
ment. This provides an incentive for mothers on AFDC to accept
work even when their wages are less than their welfare income. No
such incentive exists for men, however; they are forbidden to receive
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such income discounts if they are employed for thirty-five hours or
more hours per week (or even less, at the discretion of the States).
The discount provisions should be equalized for men and women, pro-
viding the same incentive for men to accept work. Failure to do this
could result either in reducing the income of persons as a result of
WIN, or encouraging the breakup of welfare-support families headed
by men.
EXPERIENCE BACKGROUND

The findings and recommendations presented herein are based pri-
marily on our evaluation of the WIN program during its first year
of operation. Visits to twenty-three projects were conducted between
September 1968 and November 1969. A subsample of ten projects was
selected for return visits to check on program progress. Special stud-
ies were conducted in these cities on interagency liaison, child care,
and the labor market. Reports on each project site, and a final report
on the overall evaluation, were prepared.

The sites visited for the WIN evaluation study are:

Los Angeles, Calif. Chiecago, 111. New Orleans, La.
Peorin, 111, Cumberland County, Me. Boston, Mass.
Trenton, N.J. Eastern Ky. Scioto County, Ohio
Sacramento, Calif. Knoxville, Tenn. Seattle, Wash.
Grand Rapids. Mich. Richmond, Va. Buffalo, N.Y,
Detroit, Mich. North Dakota Washington, D.C.
Kansas City, Mo. Milwaukee, Wise. Norfolk, Va.

St. Louig, Mo. West Virginia

During this evaluation two cities (L.os Angeles and Trenton) were
given special attention. A participant observer was resident in each
city for three months and a separate report on these experiences is
in process.

We are currently conducting a three-year longitudinal study of the
impact of WIN on a national sample of 3,500 enrollees. This study,
which began in July 1989, involves site visits to fifty-one WIN proj-
ects, both urban and rural. As a separate task in this study, we are
developing for the Government a WIN project rating system. We
have just completed an analysis of the 196}7 and 1969 AFDC popula-
tions and the potential Family Assistance Plau Population, includ-
ing a study of trends and differences.

%’reviously, we performed a nationwide evaluation of the Human
Resources Development (HRD) program for the Department of
Labor; this was another example of a program designed to bring
disadvantaged persons into the labor market. In addition to the WIN
evaluation work, AUERBACH's Socio Economic Division is cur-
rently evaluating programs dealing with issues of low-income hous-
ing, youth problems, and emergency financial assistance to low-income
families. We are also developing job matching systems, a rehabilitive
school program for wayward boys and an analysis of data require-

ments for educators.
PAGE a2 BLANK



Appendix B

Correspondence in Regard to Material To Be Supplied for the Record

May 4, 1970
The Honorable
John G. Veneman
Under Secretary
Department of Health, Education
and Welfare
Washington, D.C.

Dear Mr. Veneman:

I am advised that the Department of Health, Education and
Welfare is to supply information for the record of the hearings
on H.R. 16311 on the following pages of the transcript:

Volume 1 (April 29):

86 118 137
87 126 158
100 131 166
104 : 133 167
107 135
115 136

Volume 2 (April 30):
187 1386 260 (twice)
189 (twice) 202 302
190 {twice) 205
193 (twice) 258

Volume 3 {(May 1):
343 349 356
344 350 358
345 352 383

I would appreciate your expediting the preparation of
this material so that this portion of the hearing can be
printed. 1In the event we find that there are additional inserts
to be prepared, I will let you know.

Sincerely,
Tom Vail

tv/mms
(391)



May 18, 1970

The Honorable
John G. Veneman
Under Secretary
Department of Health, Education

and Welfare
Washington, D.C.
Dear Mr. Veneman:

During Finance Committee hearings on the Family
Assistance Act of 1970 (H.R. 16311), a number of questions
were posed by Committee members. In many instances the
Department witnesses indicated that information, or additional
data, would have to be furnished for the record since the infor-
mation was not readily available. To date, none of this infor-
mation or additional data has been received by the Committee.

It is the Committee’s desire that the transcript of
those hearings, held on April 29, 30 and May 1, be published
before hearings are resumed on the Family Assistance Plan
as modified pursuant to the discussion the Committee had with
the Secretary in its executive session on May 1.

I wish you would look into the matter and cause those
responsible for compiling the required inserts for the record
to complete their work promptly so that this first volume of the
hearing can be printed, and the second phase of work on the
Family Assistance Plan will not be delayed. You will recall
my letter of May 4, identifying the many instances where
inserts were to be provided.

Sincerely,
Tom Vail
tv/mns
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U.S. Senate,
Washington, D.C., May 18, 1970.
Hon. Rcbert H. Finch,
Department of Health, Education,
and Welfarse,
Washington, D.C.
Dear Mr. Secretary:

When you testified before the Senate Finance Committee,
I asked you where you are going to get the money to finance
the Administration’'s Family Assistance Plan. You have esti-
mated that it is going to cost the government an additional
$4.4 billion to finance the first year of operation of this
welfare expansion plan. I do not accept this estimate as
realistic. You based this estimate on an unemployment rate
of 3.5 percent. As you know, unemployment has gone up to
4.8 percent, thus adding 1.1 million Americans to the unem-
ployment rolls.

In addition, your cost estimate is based on 1968
figures. You failed to take into consideration the dramatic
increase in the welfare rolls which will have occurred by
1972, the first year that your welfare expansion plan could
be operated. Because of this increase in the welfare rolls,
there has been a billion dollar increase in the cost of public
assistance from 1968 to 1969.

Although I do not believe that your cost estimate of
$4.4 billion is realistic, I asked you durirg the Finance
Committee’s hearings where we are %oing to get an additional
$4.4 billion. You responded, and I quote, ‘‘Well, the Bureau
of the Budget has built in these costs and all of their pro-
jections obviously were trading off with other programs. We
have regarded the social implications of this as important
enough to make those trade-offs within our present projec-—
tions.’’ You also responded that you are not anticipating
any new tax authority to meet this new obligation.

Mr. Secretary, you have not yet responded with any of
the information requested by the members of the Senate Finance
Committee. However, I would like to add one more question to
the long list of unanswered questions. I am requesting a
detailed list of programs you intend to eliminate or reduce
in order to pay for welfare expansion. I would like to know
exactly which programs are to be cut back, which programs are
to be eliminated and the amount of money that will be saved
on each item. Only when this information is made available
to the American public will we have any basis for considering
H.R. 16311.

With every good wish, I am,
Sincerely,
Herman E. Talmadge.
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Appendix C

PRESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE
May 1, 1970 UNILED STATES SENATE
2227 New Senate Office Bldg,

FAMILY ASSISTANCE PLAN
FINANCE COMMITTEE HEARINGS POSTPONNED

Honorable Russell B, Long (D., La.) Chairman of the Serate Com-
mittee on Finance, announced today that the Committee had decided to defer
further hearings on H. R, 16311 until the Secretary of the Department of
Health, Education and Welfare could reassess the adequacy of the Family
Assistance Plan in light of the comments and observations of Committee mems-
bers made during the past three days of public hearings,

The Chairman noted that this decision was reached by the Committee,
in executive session, after consultation with the Secretary, It was the Com-
mittee's desire that the Department of Health, Educaticn and Welfare, the
Department of Labor, and other agencics of Government concerned with income
maintenance programs, work during the next several days to devise an overall
plan for welfare reform which would recognize the contributions made by other
aid programs such as public housing, food stamps, rent supplements, and so
on. It was also the view of the Committee that monetary incentives for able
individuals to reduce or quit gainful employment in order to qualify for larger
welfare benefits should be ended, Unfortunately, the Family Assistance Plan
continued these disincentives to self-help,

V/hen the Departments have completed their work, their plan, together
with full ‘explanatory materials, will be submitted to the Committee for publi-
cation and will form the basis for further hearings with Administration witnesses,
Without specifying a time limit, it was anticipated that the Secretary of lHealth,
Education and Welfare would be reporting on this work in about thirty days,

Senator Long noted that more than one hundred persons had asked to
testify at public hearings on H, R. 16311, He noted that because of the action
taken by the Committee today, public hearings on the Family Asgistance Plan
would be postponed until after the Secretary prescnts the overall plan raferred
to in the preceding paragraphs. He advised these persons that their requests
to testify would be considered after further hearing of Administration witnesses,
and that no new request to testify need be filed,

The romplete text of the Committee's decision as announced by the
Chajrman-and by Senator John J, Williama (R., Del,), the ranking minority
meranber of the Committee, follows:
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The Chairman, 't has been the decision of the
Committee, after consulting with the Secretary and
his assistants, that the Committce will recess this
hearing, subject to the call of the Chair, The Secre-
tary of Health, Education and VW elfare has agreed to
coordinate an effort among the Executive Departments
concerned with income maintenance programs to devise
an overall plan for welfare reform which will take
account of benefits such as public housing, food stamps,
ete., which are made available to low income families,
Vihen this plan is submitted to the Committee, it will
be published. V'e will then proceed with the bill and
the various suggestions that might be made, further
exploring and meshing with the welfare program
everything that is being done under othex Federal
programs and other State programs,"

Senator Williams., "I have no comment except to
concur in what the Chairman said. The Committee and
the Secretary and the Department recognize that while
this problem may go beyond the jurisdiction of Health,
Education and Velfare, we feel that we do have to con~
sider all of these programs that are related to welfare.
They must all be considered and taken together, and
the Department will have the opportunity to get together
the various other departments and see what kind of plan
they can come back with, and we will proceed furtlier at
that time, Ithink this reassesement is an excellent
suggestion, and I certainly concur in it completely,
because we do recognize that these problems exist and,
as I stated yesterday, the first and most important
step toward correcting something is a recognition of
the problem.

"We all recognize that the existing law is likewise
a monstrosity that needs changing, So we want to be
sure that when we do change it, we are making the
corrections,

“We had no objections, in fact we have a respon-
sibility, to take care of those who through no fault of
their own, are unable to work, But the time comes
when we should end a program which rewards idleness
and discourages personal initiative of those who can
provide for themselves,

"I think that with all of us working together, this
can be done, "
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The Chairman, 'Iwould just like to make it
clear that as far as this Senator is concerned, and
I think that this is the consensus of the Committee,
we do want to pass a bill, V/e would like to pass
the best bill that we can pass. We would like to
pass a bill which takes into consideration every-
thing that private employers can be expected to do;
everything that State governments can be expected
to do; and everything that other Federal agencies
can be expected to do as a part of this overall
effort, !

Senator Long also announced that he would issue a further announces

ment of the Committea's schedule with respect to H, R, 16311, as soon as
the Departments have submitted their plans,
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