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LOW-INCOME FAMILIES - .

FRIDAY, NOVEMBER 18, 1955

CONGRESS OF THE UNITED STATES,
SuBcOMMITTEE ON Low-INcoME FAMILIES OF THE
Joint CoMMmITTEE ON THE EconNoMic REPORT,
Washington, D. C.

The subcommittee met at 10 a. m., the Honorable John Sparkman,
chairman of the subcommittee, presiding.

Present: Senator Ralph E. Flanders.

Also present: Grover W. Ensley, staff director; and Eleanor M;
Snyder, staff economist. .

enator SPARKMAN. Let the subcommittee come to order, please.

I want to announce that the other member of our subcommittee,
Representative Kelley of Pennsylvania, unfortunately is ill and, there-
fore, unable to attend these sessions. We are delighted that Senator
Tlandersis able to attend. I believe hehas already been in attendance
of some other subcommittee of the joint committee.

I may note these hearings were called in accordance with instruc-
tions contained in the March 14, 1955, report of the Joint Committee
on the Economic Report, Senate Report No. 60, 81st Congress. At
that time, the joint committee reconstituted the Subcommittee on
Low-Income Families, which was originally established in 1949 during
the 1st session of the 81st Congress.

I may add at this point that both Senator Flanders and I were
members of that subcommittee. :

The present subcommittee, building upon the findings of its pre-
decessor, is continuing its study of the causes of low income. It
may appear somewhat paradoxical to conduct a study of economic
insufficiency during a period of rising national iricome, expanding
productivity, and improved standard of living. While the Nation as
a whole has improved its economic situation during the past decade,
however, a significant portion of the population has not adequately
shared in the overall advance in economic well-being. A study of
Poverty in- the Midst of Plenty may well shed new light on the
reasons why some segments of our population are living at more or
less permanently depressed levels of living.

I may add the further thought it might be the very time during
which we can best find some way of helping this group help itself
improve its economic status. :

It will probably always be true that at a given time {for one reason
or another some individuals cannot completely support themselves or
their families; these folks can be called technically unemployable.
Nevertheless, many others with currently inadequate resources can
be assisted in their efforts to improve their productive capacity and
level of living. )

- 1



2 LOW-INCOME FAMILIES

Our hearings are focused on this central point—how to help the
low-income groups to help themselves. A detailed public statement
concerning the subcommittee’s program for the hearings appeared a
few weeks ago. I would like to insert this statement in the record,
and without objection that will be done.

(The statement referred to is as follows:)

o Revised November 18, 1955,
CONGRESS OF THE UNITED STATES

Joint CommiTTEE ON THE Economic REPORT

Senator John Sparkman (Democrat, Alabama), chairman of the Subcommittee
on Low-Income Families of the Joint Economic Committee, today released the
program and the list of witnesses who will appear at the subcommittee’s public
hearings. The hearings will be held November 18-23, 1955, in room P-38,
Senate district committee room, on November 18, and in room P-63, the Old
%upreme Court Chamber, on November 19, 21-23—hoth meeting rooms in the

apitol. )

Chajrman Sparkman announced that in continuing its study of the problems
of low incomes, the subcommittee’s attention will be focused on ways and means
Whereby members of the low-income group can be assisted in their efforts to
improve their earning power and level of living.

Within this general framework, the subcommittee’s scheduled hearings will be
directed toward the following topies:

1. The role of the Federal Government in promoting these goals.

2. The function and economic. value of income-security measures, public
agsistance, vocational rehabilitation, and health programs,

3. The role of education and training programs in improving the earning
capacity of the individual, and in breaking the cycle of self-perpetuation
within the low-income group. .

4. Measures designed to reduce c¢hronic labor surplus and underemployment

areas.
Senator JOHN SPARKMAN, Alabama, Chairman

Senator RALPH E. FLANDERS, Representative AUGUSTINE B.
Vermont - KELLEY, Pennsylvania

Staff Economist, ELEANorR M. SNYDER

HEARINGS OF THE SUBCOMMITTEE oN Low-INCOME Famruies, NoveEmMBER 18-23,

LIST OF INVITED PARTICIPANTS

Friday, November 18, morning session, 10 a. m.

Problems of low-income families:
Marion B. Folsom, Secretary of Health, Education, and Welfare
The role of the Federal Government in assisting low-income families to
increase their productive capacity, earnings, and level of living
Howard Bowen, president, Grinnell College
Leo Fishman, professor of economics, University of West Virginia
Howard B. Myers, research director, Committee for Economic
Development
Robert R. Nathan, Robert R. Nathan Associates, Washington, D. C,

Friday, November 18, afternoon session, 2 p. m.:

Review of current social insurance and Government welfare programs to
increase economic security: Analysis of unmet needs:
Nelson H. Cruikshank, director, social insurance activities, American
Federation of Labor
Reinhard A. Hohaus, vice president and chief actuary, Metropolitan
Life Insurance Co.
Byron L. Johnson, professor of economics, University of Denver
Richard A. Lester, professor of economies, Princeton University
W. Arthur Simpson, commissioner, Department of Social Welfare, State
of Vermont .
. Elléan \i&{inston, commissioner, State Board of Welfare, State of North
arolina
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Saturday, November 19, morning session, 10 a. m.

Increasing educational and training opportunities of members of the low-
income population:
Samuel Miller Brownell, United States Commissioner of Education
Douglas W. Bray, staff associate, conservation of human resources,
Graduate School of Business, Columbia University
William G. Carr, executive secretary, National Education Association,
Washington, D. C
Hugh Masters, director of continuing education, University of Georgia
° Roland R. Renne, president, Montana State College

Monday, November 21, morning session, 10 a. m.
Low-income families in depressed rural areas:
A. The rural development program
Ezra Taft Benson, Secretary of Agriculture
B. Helping low-income farm families help themselves: The role of land
grant institutions, the Extension Services and community organi-
zations:
. May Cresswell, former State home demonstration agent, Missis-
sippi Extension Service, Mississippi State College
Edith E. Lowry, executive secretary, division of home missions,
National Council of the Churches of Christ in America, and
Lauris B. Whitman, executive director, bureau of research and
survey, Nationa! Council of the Churches of Christ in America
Durward B. Varner, vice president, Michigan State College
Harry R. Varney, dean, College of Agriculture, Forestry, and
Home Economics, West Virginia University .

Monday, November 21, afternoon session, 2 p. m.

Rehabilitation of depressed rural areas:

True] D. Morse, Under Secretary, United States Department of Agri-
culture

Dr. Frank P. Graham, chairman, National Sharecroppers Fund, Inc,

~ represented by Fay Bennett, executive secretary, National Share-
croppers Fund, Inec.

Charles E. Bishop, professor of agricultural economics, North Carolina
State University

John D. Black, professor of economies, Graduate School of Public

. Administration, Harvard University

Olaf F. Larson, professor of rural sociology, Cornell University

Erven J. Long, professor of agrieultural economics, University of
Tennessee :

William H. Nicholls, professor of economics, Vanderbilt University

Tuesday, November 22, morning session, 10 a. m.

Rehabilitation of depressed industrial areas: Illustrative - rehabilitation
efforts:

Leonard P. Adams, director, research and publications, New York State
School of Industrial and Labor Relations, Cornell University

William Batt, Jr., executive secretary, Industrial Development Council,
Toledo, Ohio

Victor Roterus, Chief, Area Development Division, Business and
Defense Services Administration, Department of Commerce

Earl P. Strong, director, Bureau of Business Research, Pennsylvania
State University

Sidney C. Sufrin, professor of economics, Syracuse University

Tuesday, November 22, afternoon session, 2 p. m.

A paradox of modern economic society: The existence of chronically de-
pressed industrial areas during periods of full employment:

Elmer D. Conner, executive director, Louisiana Department of Com-
merce and Industry

William H. Miernyk, director, bureau of business and economic research,
Northeastern University

Alfred C. Neal, first vice president, Federal Reserve Bank of Boston

Stanley H. Ruttenberg, director, department of education and research,
Congress of Industrial Organizations
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Wednesday, November 23, morning session, 10 . m.

Increasing employment opportunities, earnings, .and income security of
members of the low-income population: A summing-up:
James P.' Mitchell, Secretary of Labor, represented by Ewan Clague,
Commissioner, Bureau of Labor Statistics, Department of Labor
Solomon Barkin, director of research, Textile Workers’ Union of America
Ev‘%}ini M. Burns, professor of social work, New York School of Social
or .

D. Gale Johnson, professor of economies, University of Chicago
Isador Lubin, industrial commissioner, State of New York
Margaret G. Reid, professor of economics, University of Chiecago

Discussion Torics

Fripay, NovemBer 18, MorNiNG SEssion, 10 A. M.
PROBLEMS OF LOW-INCOME FAMILIES

- "Secretary of Health, Education, and Welfare, Marion B. Folsom, will speak on
the general topic of problems of low-income families.

The role of the Federal Government in assisting low-income families to increase
their productive capacily, earnings, and level of living

The Employment Act of 1946 sets forth the responsibility of the Federal Gov-
ernment to utilize its programs and resources in a manner calculated to promote
maximum employment, production, and purchasing power, and to foster free
competitive enterprise and the general weltare.

1. Is the Federal program to increase productivity and earnings of the low-

income group in particular compatible with this statement of national policy? Is
there economic justification, aside from traditional social and welfare considera-
tions, for the Federal Government to use the Nation’s resources to increase the
productivity and levels of living of low-income families?
- 2. Interms of maximizing output of the economy as a whole and achieving other
Employment Act objectives, what are the eriteria for evaluating Federal programs
involving alternative uses of the Nation’s resources? For example, what factors
should be taken into account when deciding whether spending X million dollars
in an attempt to rehabilitate a depressed area would produce greater economie
returns in the long run than an income tax cut of the same amount?

3. Is the national interest best served by evaluating Federal programs aiding
low-income groups on the basis of: (a) economic values, (b) humanitarian goals,
or (¢) a combination of both?

4. Our society accepts responsibility for providing economic assistance to those
of its members who are unable to obtain & minimum level of living solely through
their own efforts. Is there also a responsibility for actively assisting this group
to increase its productivity and earnings?

Fripay, NovemBER 18, Arrervoon Session, 2 P. M.

REVIEW OF CURRENT SOCIAL INSURANCE AND GOVERNMENT WELFARE PROGRAMS
TO INCREASE ECONOMIC SECURITY: ANALYSIS OF UNMET NEEDS

1. Within the public welfare programs, how ean efforts to help the recipient
individuals or families to become productive members of society be maximized?
What needs to be done to emphasize this function of public assistance?

2. Is provision for some minimum standard of income security for all Americans
an appropriate national goal?

3. What level of security should we be aiming for? What factors are involved
in determining the extent to which the Federal Government has direct responsi-
bility for providing a minimum level of income security for those in need?

4. What are the existing gaps in Government-sponsored economic-security
programs? What is the role of the Federal Government in closing these gaps
and rounding out the social insurance and public welfare programs?

- 5. Is there economic justification for governmental rehabilitation programs?
Should such programs be expanded?

6. Of the causes of income-loss and poverty now dealt with by public assist-
ance programs, are there any which are insurable risks? To what extent, if at
all, should the Federal Government participate in developing, financing, admin-
istering social insurance systems for risks currently not included in social-
insurance plans?
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- %..Should Federal grants-in-aid be limited-to the current categorical needs or
should the present program be modified to provide Federal grants for
general assistance to 2ll those in need? - .

8. What are the most urgent health needs of the low-income urban and rural
families? What can the Federal Governmeént do in helping to make the necessary
he:lth care available to these groups? : - -

9. If the current system for making Federal grants-in-aid for public assistance
is altered to take account of the economic capacity of each State, would it aid
more in remedying the low-income situation?

SATurDAY, NoVvEMBER 19, MorNiNG SEssioN, 10 A. M.

INCREASING EDUCATIONAL AND TRAINING OPPORTUNITIES OF MEMBERS OF THE
LOW-INCOME POPULATION o

1. To what extent does lack of education explain why so many persons in the
productive age groups have little or no earnings? Does the type of education
received (apart from the number of years of schooling completed) affect future
earning capacity?

Can the low-income problem be glleviated by increasing educational oppor-
tunities of members of the low-income group—adults as well as children? Is there
economic justification for expenditure ot Federal funds for this purpose?

3. Can the cycle of self-perpetuation of the low-income group be broken by
assisting children in these families to remain in school for a greater number of

ears
7 4. Should the concept of free public schooling for all children be extended to
include the provision for financial assistance to those who, without such assistance,
would drop out before completing 12 years of school because of the low economic
status ot their families? If so, how can such aid be extended, and by whom?

5. There is a substantial shortage of trained personnel in many scientific and
professional areas; also, some federally 2ided programs are hampered by a lack
of personnel competent to perform the services required. What can be done to
overcome these shortages? Could a scholarship program serve the dual role of
overcoming particular types of occupational shortages and of enabling members
of low-income groups to receive training beyond the high school level? What is
the role ot the Federal Government in meeting this problem?

6. What kinds of incentives, if any, should the Federal Government offer to
individuals and private enterprises to encourage their participation in scholarship
programs? . ’

7. To what extent does vocational training offer a means whereby members of
low-income groups can improve their economic status? Do the current pro-
grams adequately reach low-income groups? ’ T,

_ 8. Does the low earning power of some individuals result from the fact that
they are in the wrong job, in terms of their skills and potentialities? Is thére a
need for expanding vocational counseling services, particularly in the public-
school systems?

Monpay, NoveMBER 21, MORNING SEsSION, 10 A. M.
LOW-INCOME FAMILIES IN DEPRESSED RURAL AREAS

A. The rural development program
Ezra Taft Benson, Secretary of Agriculture.

B. Helping low-income farm families help themselves: The role of land grant insti-
tutions, the extension services and communily organizations

In addition to Secretary Benson’s testimony on the rural development programy

members of this panel will discuss the general problems of low-income rural

families in various geographic areas, the kinds of assistance available through the

extension services, educational and other community services and facilities, and

the relationship of such services in improving the economic life of the community.

Y

Moxpay, NovEMBER 21, AFTERNOON SEssioN, 2 P. M.
REHABILITATION OF DEPRESSED RURAL AREAS

1. What causes depressed agricultural areas to develop? To what exteﬁt is
their origin and continued existence due to the fact that the land is marginal or
submarginal? To the fact that the scale of operation of many family farms is
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too small to provide an adequate level of family living? To insufficient capital
resources? . .

2. What kinds of adjustments would be required in resource allocation within
agriculture to improve the economic status of these depressed areas? In resource
allocation as between agriculture and nonfarm sectors of the economy?

3. Are the skills of low-income farmers readily transferable to other types of
farming or to nonfarm occupations?

. 4. What part should efforts to encourage outmigration play in a total program
to assist low-income rural groups? Is the long-run solution of the rural low-
income problem contingent upon reducing the number of family farmers?

5. What types of training or retraining programs are required to increase pro-
ductivity of the low-income outmigrants?

6. In dealing with the low-income rural problem would it be more rewarding
to concentrate on direct services to the low-income farmers and farm families, or
to emphasize rehabilitation of the area as a whole? Are the two approaches
necessarily conflicting?

7. Should special emphasis be placed on establishing programs to help young
beginning farmers? What particular kinds of aid do they need? Easier credit
terms and greater access to credit facilities? Farm management and farm
operation training programs?

8. Are depressed rural areas self-perpetuating? Why?

9. Is the rate of population increase a factor in the perpetuation of low-income
depressed areas?

Tuespay, NovEMBER 22, MorNING SEssion, 10 A, M.

REHABILITATION OF DEPRESSED INDUSTRIAL AREAS: ILLUSTRATIVE REHABILITATION
EFFORTS

Members of this panel will discuss the problems of specified areas of chronic
unemployment, the causes for their development and continuing existence, and
will describe efforts taken to restore such communities to higher levels of economic
activity.

Tuespay, NoveMBER 22, AFTERNOON SESSION, 2 P. M.

A PARADOX OF MODERN ECONOMIC SOCIETY: THE EXISTENCE OF CHRONICALLY
DEPRESSED INDUSTRIAL AREAS DURING PERIODS OF FULL EMPLOYMENT

1. What causes are responsible for the creation of industrial areas of chronie
econo?mic depression and their continued existence during periods of full employ-
ment? :

2. Why do local resources in such areas fail to adjust to the changing needs of
an expanding economy?

3. Isit possible that in the long run, depressed areas may be perpetuated rather
than rehabilitated, because of palliative, emergency measures which tend to
retard labor mobility? In terms of resource allocation, what kinds of measures
would both alleviate current hardship and help build long-run economic stability
in the area?

4. What criteria should be used to determine when outmigration of labor should
form part of a larger rehabilitation program? And, alternatively, when should
attempts be made—and how, and by whom—to attract new resources to the
area? From the standpoint of the economy as a whole, in the long run is it eco-
nomically desirable to offer special economic incentives to—

(a) Attract new capital resources to the depressed area?
(b) Retain the current population?

Specifically, what should be done, and by whom?

* 5. Do depressed industrial areas tend to be self-perpetuating, because of the
declining level of family and community income, with the resultant decline in
the adequacy of community facilities and limited local opportunities for training
and economic opportunities of the younger generations? What should be done
to restore or maintain an adequate level of community services?

6. What can be done to insure that efforts to attract new resources into the
area will focus on the types of economic activity which in the long run best utilize
existing local resources and potentialities?

7. To what extent can depressed industrial areas be rehabilitated by means of a
purely local approach to the problem? How can efforts to rehabilitate particular
economic areas.take account of the current geographic trends in industrial mi-
gration? Should an attempt be made to reverse or alteér these trends?
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WEDNESDAY, NOVEMBER 23: Mor~ING ‘SEssioN, 10 A. M.

INCREASING EMPLOYMENT OPPORTUNITIES, E'QR‘NING_S, AND INCOME SECURITY oF
MEMBERS OF THE LOW-INCOME POPULATION: A SUMMING-TUP

James P. Mitchell, Secretary of Labor, represented by Ewan Clague, Com-
missioner, Bureau of Labor Statistics, Department of Labor.

In addition to Mr. Clague’s testimony on programs of the Department of Labor
which relate to low-income problems, the members of this panel will sum up the
areas of discussion of the preceding panels.

- Senator SPaARKMAN. Meanwhile, I will just read to you the follow-
ing very brief summary, and I quote from that statement:

In continuing its study of the problems of low incomes, the subcommittee’s
attention will be focused on ways and means whereby members of the low-income
ig_rqup can be assisted in their efforts to improve their earning power and level of
iving.

W{i;thin this general framework, the subcommittee’s scheduled hearings will be
directed toward the following topics:

1. The role of the Federal Government in promoting these goals.

2. The function and economic value of income-security measures, public
assistance, vocational rehabilitation, and health programs.

3. The role of eduecation and training programs in improving the earning
capacity of the individual, and in breaking the cycle of self-perpetuation within
the low-income group.

4, Measures designed to reduce chronic labor surplus and underemployment
areas.

It has come to my attention that there has been some comment in
the press indicating that this particular subcommittee’s hearings are
for political purposes. Now for my part, I want to stress that it is as
nonpartisan, nonpolitical as it can be. I recall, as a matter of fact,
that T made & similar comment back in 1949 at the beginning of the
hearings held by the earlier Subcommittee on Low-Income Families.
T want to repeat now what I said then. We are trying to get informa-
tion relating to the economy of the country and it is not for the pur-
pose of building up political propaganda or particular ammunition for
either party. We are trying to get some facts that will be helpful to
all of us in Congress, in Government, and in private life.

We feel that the economy as a whole will be benefited and certainly
the low-income groups we are studying, if ways and means can be
found to help these people improve their economic status.

This is the reason why the joint committee reestablished this sub-
committee, and this is the reason we are here today.

As I said, T am delighted Senator Flandeérs is with us. Senator
Flanders, before we start, I wonder if you have any comment to add
at this time?

Senator Fraxpers. Only the briefest of brief comments. I cannot
possibly see how the endeavor to help the low-income groups to help
themselves can be classed as a political undertaking. Our first hear-
ings—how long ago were they?

Senator SPARKMAN. 1949.

Senator FLaNDERS. 1949, were certainly completely free of any
partisan bias, and the record of those hearings, I think, will indicate
that. This is not a partisan matter, but both parties may well rejoice
in the opportunity to participate in making & contribution to the solu-
tion of one of the Nation’s problems.

Senator SparkMaN. Thank you, Senator Flanders.

We are indeed fortunate this morning to have with us the Secretary
of Health, Education, and Welfare, Mr. Folsom. Mr. Folsom, we
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are delighted to haye you here. . We should like for you to discuss the
broad aspects of the problem we are studying during the course of
these hearings. I may say that Mr. Folsom will not be able to stay
throughout the entire session; following his testimony we shall have
testimony and a discussion from & pane%. CoeT :

. We-are delighted to have you, sir, and we would like for you to
Proceed in your.own way, : .

STATEMENT OF MARION 'B. FbLSOM, SECRETARY OF HEALTH,
- EDUCATION, AND WELFARE ;

Mr. Fousom. Mr. Chairman, Senator Flanders, I have a prepared
statement which I will file, but I prefer to talk informally and cover
the points. . , o

Senator SparRkMaN. The statement will be printed in its entirety.

(The statement of Mr. Folsom-is as follows:) '

StaremMENT BY MarioN B. FousoM, SecrETARY oF HEALTH, EDUCATION, AND
. : : WELFARE

The low-income family is of deep and direct concern to the Department of
Health, Education, and Welfare, In fact, most of the programs of the Depart-
ment are directed toward removing causes of low income or giving assistance to
those already in need. I am therefore glad to have this opportunity to review the
general principles underlying our Federal programs, and to discuss the wide range
of action in this field by Federal, State, and local governments, private employers,
unions, and individuals. I will point out gaps that exist and steps that might be
taken to close them.

The subcommittee’s study comes at an excellent time. We are in a period of
record high income for the people as a whole, but low incomes still persist for some.
This is a challenging and difficult problem, which we may now pursue calmly and
objectively with the hope of fruitful results. Where Federal action is called for,
I know that Congress and this administration will continue to press vigorously for
effective solutions to meet the human needs of people.

First, we should be clear on the basic philosophy which will guide our approach.
This philosophy, I think, should recognize the sharing of responsibilities by the
individual and the family, the employer, and the Government. -

One of the strongest of American traditions is that the individual shall rely
first on his own efforts to meet his own needs. The individual should seek to advance
himself to the limit of his ability, and to provide protection for himself and his
family in periods of adversity. In all our plans, both in Government and in
industry, we must carefully avoid any move that would dampen individual
initiative; rather, we must always encourage the individual to greater efforts on
his own behalf. We have seen much progress, especially since 1940, as indi-
viduals on the whole have buflt more economic security than ever before—through
greatly increased savings accounts, cash deposits, savings bonds, life insurance
health insurance, home ownership, annuities, and investments in stocks and
other securities. .

The employer, too, has a deep responsibility. He should encourage individual
advancement and assist workers in providing economic protection. Fortunately,
there has been marked progress in recent years on the part of industry in develop-
ing plans in this field, often financed by joint contributions of employer and
employee with the advantage of lower costs due to group rates. Many different
types of plans have been developed—thrift and savings' plans, profit-sharing
plans, Tetirement systems, group life insurance, medical and disability insur-
ance, and other health and welfare plans. These plans offer great advantages
to the employer, the individual, and the Nation, and they should be expanded
and strengthened. = . :

- Finally, there is the role of Government. in this field of economic security: to
encourage individuals and employers in their own efforts, and to provide basic
pr}?tiectiogl where individual and employer efforts cannot be expected to do the
whole job. : o : .

"The keystone of Federal responsibility is to foster the proper climate for an
ever-expanding ecohomy-—through credit, monetary, budget, and tax policies..
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As these policies stimulate a healthy economic climate, then the combined efforts
of employers and employees will provide a high level of stable employment,
eontinuing‘incresases in productivity,-ahd a geaeral rise in living standards. This
movement upwards spells opportunity for' the individual, thé most vital -factor
in our national progress.: - * © - ° S :

We have seéen this ecoromic process ‘at work over the past 3 years. The
economic and fiscal policies of this’administration have been an important factor
in creating more and better jobs; in fostering individual incentive and initiative;
and in bringing stability to prices. * All this-is basic to the question of low-income
families. With the general rise in living standards, many of those-who formerly: .
were in low-income groups have risen to higher levels. An ever-expanding econ-
omy, with incfeases in real earnings equitably-distributed throughout the working
population, is the most effective lorig-rangé way of reducing the probléms of low
income. : . : s s
- One more note about our basic approach. I believe strongly that all our policies
and programs should have one emphasis: prevention and elimination of need
rather than the mere relief of need after it develops. There ‘are great oppor-
tunities for forward-looking, constructive efforts through more research, more
trained social workers, more effective public health services, improvements in
general education and in vocational training, rehabilitation of the physieally handi-

-capped, and promotion of thrift.
Causes

Within this broad framework, we need to identify and examine the basic and
specific causes of low income and what has been done and should be done to meet
the problem. .

I would list six underlying factors, many of them interrelated: .

1. Unemployment; lack of full-time employment; or employment at less than
highest skills.

2. Old age.

3. Death of the family breadwinner.

4. Sickness and disability.
5. Broken homes.
6. Inadequate education and training.

Unemployment

Despite unprecedented national progress in providing job opportunities, some
individuals and communities still suffer from unemployment. Employers, gov-
ernment, and individual workers must cooperate to provide more job stability
in irregular and seasonal operations. We must develop new industries, new
products, new processes, and new business to provide jobs for our growing popula-
tion and to replace the work that becomes outmoded in the march of progress.
Despite the progress we make in creating new jobs, we must nevertheless
strengthen protection for those who still become unemployed.

First, unemployment compensation coverage should be extended in many .
States. This administration has urged Federal action to extend coverage if firms
having any number of employees—from 1 on up. Congress made progress
toward this goal with a new law, to take effect next January, extending coverage
to firms with 4 or more employees. Twenty-three States, however, have
taken action on,their own to cover firms with 1 or more employees. We should
cover small firms in all States, to extend this protection as a national policy to
many workers who are excluded now. An individual suffers just as much from
unemployment in a small firm as in a larger company. ) .

Second, I believe some States should increase both the period of benefits and

the level of payments. Many States have made progress in this direction, but
others are lagging. The period of benefits should be lengthened to 26 weeks in
States which have not yet taken this step. In some States unemployed workers
exahust their benefits too soon and use up their savings and must apply for relief,
although they would still be eligible for benefits in other States. In some States
benefits should be increased to bring them more in line with current wage levels,
thereby enlarging this basic protection for ‘the Nation’s working force. The
President has made specific recommendations on this point. .
*' In addition to outright unemployment, there is the problem of employment at
less than the full time desired by the employee, or in jobs that do not utilize the
employee’s highest skills. Government, workers, and employers must cooperate
to provide the best employment opportunity and give the fullest benefits to the
workers and the Nation. : ’ ‘
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0Old oge

One-third of our low-income families are headed by persons over 65 years old.
In attacking the problems of old age, we contribute to the economic security and
the happiness of many millions of persons now and in the years ahead. ..

The cornerstone of economic protection for the aged is the national contribu-
tory system of old-age and survivors insurance, which is playing an ever-increas-
ing role as a bulwark to the national economy and a shield against individual
want. About 6% million aged persons, or 4 out of 10 persons aged 65 and over,
are now receiving OASI benefits. And the number is increasing steadily. This
administration recommended and Congress approved last year a broad series of
amendments, expanding coverage and increasing benefits- and making other
improvements. Nine out of ten workers are now covered. I remember well the
argument 20 years ago, when social security was started, that this system would
hamper individual initiative and bog down in redtape and staggering adminis-
trative costs. But the fact is that private, individual savings of all kinds have
reached record levels, and the administrative cost of OASI has been amazingly
low. :

As OASI coverage has been expanded, and benefits increased, the number of
aged persons forced to turn to publie assistance has been reduced. Only recently
a survey brought out these very interesting statistics: The number of persons
receiving old-age assistance is only about 1 out of 10 in the age group 65 to 69.
But the number is 1 out of 3 among those aged 80 and over. The proportion
of aged persons receiving public assistance is about 66 percent higher in rural
areas than in urban areas. Farm workers and operators were not covered by
OASI until recently. These figures demonstrate the role of OASI in helping meet
the low-income problem and in helping people to independence. )

We look forward to continued progress. OASI should be extended to cover
those who are still excluded. And we must always be willing to adapt the sys-
tem to meet changing conditions, to make other improvements when needed.
On the other hand we should remember the social-security system has remained
sound because Congress over the years has rejected proposals that might weaken
it. We must always be especially careful that proposals for new benefits will
preserve the essential jusvice and strength of the system. We should remember
there is a limit to the social-security taxes the people may be willing to pay to
support the program in all the years ahead.

An encouraging development, I believe, is the great increase in company and
workers’ pension plans to supplement Federal OASI benefits. There are now
some 13 million workers covered by private employee pension plans, and prob-
ably about 800,000 retired workers drawing benefits under such plans—about
twice as many as 4 years agc.

Again, we must not rest on this progress—because more needs to be done.
We need more private retirement plans, and we need improvements in many
plans already in effect. More plans should give the employee vested right in
the retirement system—a retirement income which he may retain even though
he leaves the company before reaching.retirement age. In many plans, the
period of service required to establish this retirement right should be shortened.

Death of the breadwinner

In this country today, we have a total of public and private life insurance in
force amounting to more than $700 billion in face value. This is a powerful
weapon against one of the tragic causes of low income, death of the family
provider.

I think probably few of us realize that half of this great reservoir of protection
is provided under the Federal OASI program. We need to appreciate more
and be better informed about the benefits to surviving widows and children under
OASI, benefits which extend up to $200 monthly for a family.

Thus the recent expansion of coverage of OASI and the recommended further
expansion are highly significant in meeting the problems of survivors, as well as
the problems of old-age retirement. Another meaningful step forward has been
the provision of group life insurance for Federal employees; 2 million workers
now have $10 billion of insurance, provided through the cooperation of 160
private companies, with the Government sharing the cost.

" State and local governments should consider pro-iding group life insurance for
their employees. And private employers who still do not provide such protection
should be encouraged to do so.
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Sickness and disability

The impact of major illness or disability on an individual or family often means

great economic strain as well as human tragedy. It is a major factor in the low-
income problem. Not only does illness cost money in the form of payments for
medical care, but it may also reduce or stop family income altogether.
" The first line of attack on this problem is research into the prevention and
treatment of disease. Scientific discoveries over the years have virtuallv elimi-
nated, or greatly reduced, some of the diseases that have plagued mankind—
smallpox, diphtheria, and typhoid. In the past 10 years we have seen the death
rate drop 90 percent for influenza and 73 percent for tuberculosis and acute rheu-
matic fever. But today we find other cripplers and killers are increasing—heart
disease, cancer, and arthritis, for example. And so now we must strengthen our
research efforts in these fields. Further, we must increase our speed and efficiency
in applying the fruits of research to the treatment of patients and to broad public:
health programs to prevent disease.

When sickness does strike the wage-earner, the first need is to provide continued
income. The vast.majority of workers now have protection against work-
connected accidents. Many workers—two-thirds or more in some industrial
States—also are covered by plans which provide some income during sickness or
disability not connected with their employment. Four States—Rhode Island,
New Jersey, California, and New York—now have State laws requiring employers
to provide some degree of protection in this field. Other States should seriously
consider adoption of these or similar plans. Congress should adopt legislation,
proposed by the administration, to provide this insurance in ‘the District of
Columbia. Workers and employers also should cooperate in expanding and
improving sick-pay insurance plans.

Another great opportunity lies in programs for restoring disabled workers to
useful employment. It has been estimated there are now approximately 2 million
persons needing vocational rehabilitation. .

Over 850,000 disabled persons have been restored to useful work by this Federal-
State program—almost 60,000 during the past year alone. This administration
has recommended and Congress has approved a continuing major increase in
Federal funds. Most of the States have responded with matching funds, but
others need to do more. We must continue to advance this work that brings such
big dividends both from an economic and humanitarian point of view.

The coverage of voluntary health insurance has expanded rapidly so that now
more than 100 million persons have some protection against the costs of medical
care. But we must centinue this process of expansion and we must close some of
the gaps in protection. One shortcoming is the lack of protection against the
exceedingly high costs of protracted or especially severe illness, often called
catastrophic illness. I believe there is a great opportunity here for expansion of
the deductible principle of insurance, that is, the insured person pays routine
small costs in order to get greater benefits covering exceptionally high costs.
It is surprising how inexpensive this coverage can be with the deductible feature.
It is encouraging to note a number of companies recently have adopted plans of
this type.

Ma{gf of our older persons find it difficult to obtain health insurance protection,
and there is also a gap in coverage in rural areas. This administration proposed a
Federal reinsurance plan designed to improve voluntary insurance coverage in
rural areas, of aged people, and of catastrophic illness. We are now studying
possible improvements in this propos:1 and other methods for reaching the same

oal. -

The Federal Government should take the lead and set an example in the health
insurance field by establishing a sound and adequate program to cover Federal
employees.

As health insurance expands and improves, we must also provide adequate
hospitals and other medical care facilities. The Federal-State program of hos-
pital construction has left a high mark of progress in this field throughout the
Nation and should be extended.

Broken fami'ies

Diorces, separations, and desertions are also causes of low income. It is
estimated that there are more than 1 million women, with som& 2 to 2}4 million
children in their care, whose homes have been broken by marital discord: Many
of these women are untrained and can obtain only occasional low-paid work.
They are unlikely to have insurance benefits which many widows and orphans
receive, and because most of them are in young families they have not had a

69848—55——2
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chance to accumulate savings. The aid to dependent children program is helping
to meet the minimum needs of some 22 to 26 percent of such families. What we
do for these children today will determine to a large extent whéther our Ametrican
heritage of equality of opportunity will become. a reality for them,

Increasing emphasis should be placed on better training of workers to provide
services- to help families solve some of the personal problems which cause
dependency. - : . .

Inadequate education and training . :

A vigorous and effective educational system wili provide one of the basie foun-
dations for higher incomes, for more individual opportunity, and for prevention
of want, Lack of education and training, which prevents the head of the family
from reaching his full potential, is a fundamental cause of low income. Develop-
ment cf counseling, special vocational education programs, and other services
are needed to help these persons reach economic independence.

It has been demonstrated clearly that the number of years of schooling has a
deev and direct influence on the income level the average person is likely to reach..

Every study of the problem shows that pupils from low-income families are
those most likely to drop out of school. Thus, there is a recurring and depressive
cycle arising out of the low education-low income relationship. This eycle is
particularly apparent in certain rural areas, which are being studied cooperatively
by the Department of Agriculture’s rural development program and the Office of
‘Education in our Department.

Earlier this month President Eisenhower and I reviewed the administration’s
legislative programs on education. The President seemed very pleased with the
great interest shown by many citizens across the country in the several thousand
State and local conferences on education, and in the White, House Conference on
Education which starts November 28.

The President continues to feel strongly that sound and effective local, State,
and Federal action is needed to eliminate the Nation’s school classroom shortage.
We have been taking a fresh look at the whole situation. The President and I
have discussed a number of possible improvements and revisions which we are
considering in the administration’s proposals for Federal assistance. The Presi-
dent expressed hope we will find wide agreement in Congress, and among educators
and citizens generally, on this important problem involving the welfare of so
many children.

In summary, practically every program of the Department of Health, Educa-
tion, and Welfare is related in one way or another to the problems of low-income
families. Much has been done to attack the fundamental causes of low income,
to prevent illness and deprivation, and to increase opportunities for the people.
With close and positive cooperation on all sides, and with a continued favorahle
economic climate fostered by sound Government policies, I am personally con-
vinced that we may expect steady progress in reducing economic dependency and
the incidence of low income in this country. It isa mission to which the resources
of the (]i)epartment of Health, Education, and Welfare are wholeheartedly
dedicated.

Mr. Fousom. The low-income family is of deep and direct concern
to the Department of Health, Education, and Welfare. In fact,
most of the approach of this Department is to prevent people from
becoming low-income groups, or else relieving those already in need.
So I am glad to have this opportunity to review our program, the
general principles underlying our Federal programs, and also what
the State and local governments, employers, unions, employees,
individuals themselves, can do toward meeting this problem.

I would like to point out some of the gaps which exist in our present
efforts and how we can close those.

I might say that T am personally glad to be here because I have
been connected with this field for many years—about 30 years in
the field of employee benefits, with about 20 years in the field of social
security, dating back to the original Advisory Council on Social
Security and other councils that have been working in the field since
that time. :
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I agree with you:that this study comes at the right time, a period
of high prosperity... You-can look at the problems of low-income
families more objectively. and without atmosphere of -a .crisis.-, .J am'
hoping that good results-will come out of this so-that; we can all agree

_on some constructive program that should be adopted. .

Now 1 would like to indicate first the basic p]nlosophy in thls area.
First, in this country, of course, our whole economy: is -based on, the
assumption that the individual is going to.do everything that he can
to look out for himself, rely on himself and to protect himself and
family against the major economic -hazards. Our Government plahs
and employer plans and all our plans should be geared into the indi-
viduals’ own efforts. We should do everything we can to not hamper
his efforts, and to encourage him to do what %e can.

As a matter of fact, there has been a great increase in recent years in
1nd1v1dual savings any way you measure them. Savings bonds held-
by individuals, savings accounts and other bank deposits, life insur-
ance, annuities, investments and home ownership have all increased.
About 56 percent I think, of all nonfarm famlhes Nnow own thelr own
homes. ‘

You will find there has been a tremendous increase in - individual
savings, especially since 1940 which indicates that the individual is
doing a much better job in looking out for himself.

The employer has played an important part and the unions also, in
adoptmg group plans for the workers’ protection—life insurance, an-
nuity plans, health-insurance plans. The group plans are qulte
widespread now and they have the distinet advantage of low cost and
low rate.

On the other hand the group plans have some gaps. For instance,
most of them cover the regular employees pretty well, but the shorter
service employees often are not adequately covered. That is one of
the problems we have to face. Also, we find that some smaller com-
panies haven’t done as well and some of the well-established compames~
haven’t gone as far as they should.

The Government’s role is really to provide the basic protectlon
where necessary, where the individual and employer and the unions
working together cannot do the job. Where it becomes necessary for
the Government to step m the Fedeml Government supplies the basic
protection.

Before getting into details of these plans, I would like to point out
first that I think the prime responsibility of the Federal Government
is to foster the proper climate for an ever-expanding economy, through
proper credit policies, monetary policies, budget and tax policies.
If we do have the right climate, then the individuals and employers,
working together, can provide a high level of employment, a steady
increase in productivity and a rise in levels of living. _

I think that process has worked in the last 3 years. I-feel that the,
economic and fiscal policy of this-administration has been an important
factor in bringing about the increase in prosperity that we have had
in the last 3 years, with more and better jobs. We have had stable
prices, increases in real wages, a rise in living standards. . ,

That process-going along, is the best way in which we can reduce
the problems for low-income families. We have seen. in recent years
many families brought out of low income into the middle. and upper
income. groups, as this committee’s staff report well brings out, - 1
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think that has been particularly true, Senator Sparkman, in the areas
of the country where I came from originally and where you live, down
in the Southeast. I think you will find there has been more improve-
ment in family income in the southeastern section of the country than
anywhere else.

I do not intend to cover this field of economic and fiscal policy. I
am no longer working in that field, so I don’t want to get into it,
except to say 1 think it is basic to the whole problem.

Ialso will not get into the question of agricultural low-income groups.
I imagine the Department of Agriculture will cover that. I am not
- getting into the question of depressed areas because I know there is a
special study on that, too.

Well now, I would also like to say as part of our philosophy that all
programs and policies should be aimed at the prevention of need rather
than to rely on relief after the person already is in need. There is
great opportunity, it seems to me, for constructive programs in all
these fields. We need more research, we need more trained social
workers, we need more effective health services, we need improvement
in educational and vocational training, we need more rehabilitation,
and more in the way of promotion of thrift.

It seems to me that there are six underlying causes of low income.
First we have unemployment-— v

Senator SPARKMAN. Mr. Folsom, let me ask you something there:
Would you rather complete your statement before we ask you
questions?

Mr. Forsom. If it is all right with you.

Senator SPARKMAN. That is perfectly agreeable. I just wanted
to know.

Mr. Fousom. Although if you want to, I have no objection,

Senator SPARKMAN. It doesn’t matter to me.

Mr. Forsom. The six underlying causes ‘of low income are, first,
unemployment and underemployment or lack of full employment;
second, old age; third, the death of the breadwinner; fourth, sickness
and disability; fifth, broken homes; and sixth, inadequate educational
training.

I would like to take up each one of those six causes and elaborate
on them, and explain what we are trying to do and where the gaps are
and what we might do to improve the situation.

As for unemployment, the big problem, or one of the big problems,
is the question of stabilization of employment. We have irregular
and seasonal unemployment. Good progress has been made in stabi-
lizing employment in recent years, but there is still quite a lot to be
done. Many companies have done an effective job and more and
more companies are doing it. There have been quite a lot of pub-
lications on that subject showing progress but I feel that much can
still be done by the individual employer himself. :

When it comes to unemployment compensation, our system is doing
a good job, but I think there are two things we ought to do: We ought
to extend the coverage to employers of one or more. Congress made
a step last year in reducing it from 8 to 4, but I think it ought to go
farther, as the President recommended, down to 1 or more, because
the employees of small concerns need 1t just as badly as employees
of larger concerns. It is not an administrative problem because 23
States now cover employers with 1 or more. Some of them have had




LOW-INCOME FAMILIES 15

quite some experience with said coverage. They are not finding it a
difficult administrative job. Hence the ideal plan would be for the
Federal Government to make it compulsory for all and the other
States would come in line.

Senator FLanpeERrs. A housekeeper is an employer of one or more.
We are already accumulating administrative experience now.

Mr. Fousom. You have these 23 States. I think some States are
lagging behind in benefits, both in amount and duration. Some States
have increased their benefits and duration in recent years, but others
are lagging behind, and that is another area where we can have
improvement.

When it comes to old age, we find that one-third of the families in
low-income groups are headed by people over 65, so that if we do
something about the old-age problem, we go a long way toward meet-
ing the low-income problem.

Of course, the old-age and survivors’ insurance program is the
cornerstone of our effort. We find now that 6% million people, 47
percent of the men over 65, are now receiving benefits under the
OASI system.

Senator SparkMaN. Would you give that figure again?

Mr. Fousom. Six and a quarter million people over 65 are receiving
benefits; 47 percent of the men, and 37 percent of the women over
65 are receiving OASI benefits.

We made, as you know, a number of improvements, very decided
improvements, in the system in 1954. We brought in about 9 million
more people. We liberalized the benefits in order to bring them up
with the current wage and living conditions, and the system on the
whole is in pretty good shape.

I might say that the fear that many people had in the early days
about this system, that it would interfere with the urge of an indi-
vidual to save and provide for himself, that you couldn’t administer
it properly and that you would get into a lot of redtape, have not
been borne out.

As T indicated, individuals are probably saving more than they
ever saved before. OASI hasn’t interfered in any way with individual
thrift, with the urge to save and provide for yourself. As far as the
administration is concerned, the administrative cost is much lower
than any of us expected. We thought in 1935 when we were work-
ing on the plans that if we got the administrative cost down to about
5 percent, we would be doing well. As a matter of fact, right now,
the cost of administration is 1.8 percent of the receipts, or 2.5 percent
of the benefits, which is a very low expense ratio.

We are finding also that as a result of the insurance plan fewer
people are having to go on assistance. A study that we have just
recently concluded, a big sample, indicated 1 out of 10 people now
between 65 and 69 are on old-age assistance, or on relief. When you
get to the upper age groups, 80 or over, the proportion is higher, 1 out
of 3. These older persons haven’t had a chance to be covered by old-
age insurance; also as they get older they use up their income and
savings. The proportion in rural areas also is interesting. The pro-
portion of persons on old-age assistance is quite a little higher, about
two-thirds higher in the rural areas and small towns than in metro-
politan areas, because many rural people haven’t been covered under
old-age insurance until recently. We can see that the old-age insur-
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ance plan is going td meet this problem more and more. If we keep
the system up to daté, in line with present conditions, we will go a
long way toward meeting the old-age problem.

Company pension plans have increased quite rapidly since the
OASI social security went into effect. We have now about 13
million people covered under these supplementary plans. I think
about 800,000 retired workers are drawing these benefits.

However, there are difficulties in that field, that we are finding, not
only in company pension plans, but also in all the other company
plans. The regular employee is getting pretty well protected. He
has steady work and good wages; he has a supplementary insurance
plan, health insurance, and a life-insurance plan, but many of these
plans do not cover the short-service employee, the fellow who works.
for one company a while and shifts around. These workers haven’t,
much protection, especially through the pension plans. Most pension
plans have a long period before a man attains a right to benefits
which he can take with him when he leaves.

I think one of the things that companies should do is to lower the
vesting period; if 2 man has been with them 5 years, and leaves, he
ought to be able to take with him the annuities accumulated up to that
time. By lowering the vesting period you will go a long way toward
meeting the problem. It can’t be done overnight, but over a number
of years, the period could gradually be reduced.

Also, many companies which could very well afford to still haven’t
got a pension plan. Although most of them have found that it is a
good business investment to have a pension plan.

The third area is the question of the death of the breadwinner.
That is one of the principal causes of these low-income families. We
just made an estimate of the total face value of insurance in this
country now, private and public. Including a computation of the
present value of the survivorship protection under the social security
system, we find that it comes to a figure of $700 billion. About haif
of that is the present value of survivorship protection under QASI
system and the other half is private insurance. There has been a
tremendous increase in recent years in life insurance.

Senator FLanDERs. Excuse me just a minute. I must say I have
to go in a few minutes. That would give us 750 billion?

Mr. Forsom. $700 billion.

Senator FLaxpers. What is the total number of wage earners?

Mr. FoLsom. Between 60 and 65 or 67 million, including the self-
employed.

Senator FLaNDERS. 65 million goes into 700 billion a little better
than a hundred dollars apiece, is that right? | I may slip a point one
way or another.

Mr. Forsom. Ten thousand.

Senator SPARKMAN. You didn’t slip a decimal point. You slipped
a zero.

Senator FLanpers. I slipped in the direction which a naturalist
would slip. I think that is a rather astonishing figure, that there is
a $10,000 equity on the average.

Mr. Fousom. That includes your individual policies, it includes
industrial insurance, your group insurance, all of that, plus OASI.

Senator FLanpers. Of course, it is not evenly distributed.
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- Mr. FoLsom. No; I think one of the most recent additions to this

was -the Federal group life insurance plan which we put into effect

last year. 'That brought in $10 billion and covered 2 million workers:.

That -plan is working out extremely well. We have 160 companies

writing this insurance now. . ‘

bﬂ?enator SparkMAN. Let me ask you one question about the 700
ion. : :

Senator FLanpers. I thought it was 70 billion.

Mr. Fousom. 700 billion. :

Senator SPARKMAN. You are still slipping a zero. You are justify-
ing your mathematics. : :

Mr. Fousom. That. is the amount of the private life insurance,
individual and industrial and OASI. It is about half and half.

Senator SparkMAN. Did I understand you correctly to say that is
the present cash value? ' .

Mr. Fousom. No; the present face value. Assuming everybody is
now protected in the system, if an individual should die his widow
and children are entitled to so much benefit. Protection under
OASI is figured about the same as it is in life insurance. You take the
face value of the life-insurance policy, what the insurance company
would have to pay in case you should die.

There is one gap in the system for Federal workers that we think
ought to be filled: the short service employee in civil service has no
survivorship protection. He hasn’t any vested right either in the
pension plan. We feel, as do those who are on the Kaplan Com-
mittee, appointed by the previous administration and carried through
this one—that all the civil service people should be brought under
OASI, and that they should also continue to have their separate civil
service retirement system. The President passed that recommenda-
tion on to Congress. In that way, all the Federal workers would get
the benefit of survivorship protection. At the same time, they would
get the benefit of the annuity protection itself. :

Senator SPARKMAN. Let me go back to that 700 billion figure. It is
rather intriguing. I am not sure I understand the coverage. Did
you say that included all private insurance?

Mr. FoLsom. Yes; we take the total amount of private insurance,
the individual policies, the group policies, the industrial policies, and
OAST also. :

Senator SpARkMAN. The point I really want to make is this: Sen-
ator Flanders asked you how many wage earners there are. Your
figures cover the whole population and not just the wage earners.

Mr: FoLsom. You can’t divide that 700 billion by the 65 million.

Senator SPARKMAN. Because we were discussing that $10,000 figure,
I thought we ought to clear up the question of population coverage.

Mr. Forsom. I think the average face value of outstanding private
insurance policies per family (including unrelated individuals) is a
figure somewhere around $6,300. If you add to that the survivorship
protection under OASI, you get an average somewhere around twice
as high, about $13,000, compared to an average disposable personal
income of about $5,000 per year (per family as I mentioned before).
This life insurance now in force provides protection equivalent to
more than 2% years of disposable income. This, of course, is not
applicable to every family. It does not take into account family
composition, noncoverage, etc.
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I think the State and local governments also could consider pro-
viding group life insurance for their employees as the Federal Govern-
ment does now.

The next major cause of low income is sickness and disability—a
major factor in the low-income problem.

We are tackling this problem in the Department of Health, Educa-
tion and Welfare through research into the prevention and treatment
of disease. There has been tremendous progress in recent years
through new scientific discoveries in the prevention and treatment of
diseases in certain areas. A most striking example of what has been
done is in the field of infectious diseases, through the use of antibiotics.
I have some figures that show that in the last 10 years, from 1944 to
1954, the death rate from infectious diseases like TB, rheumatic fever,
and so forth, have gone down 75 percent. I think I have the figures
-on individual diseases here if I can locate them. :

Senator FLanpers. May I interrupt at this point? That means a
greater relative number of people living beyond the retirement age.
Is that going to impose any strains on either the private or the public
provisions for old age insurance benefits?

Mr, Fousom. Not in the insurance plan, it doesn’t. Of course, the
insurance companies are finding out that more people are reaching 65
than before, and some of their annuity plans cost them a little more
than they did, but on the other hand, their life insurance plans are
-costing less, so you gain in one and lose on the other.

Senator SPARKMAN. There has always been a fairly substantial
‘margin.

Senator FLanpers. In the case of mutual companies, the policy-
holders get the benefit of the margin. I am saying that because I am
4 director of a mutual company.

Senator SparkMaN, You are from New England where mutuals
flourish.

Mr. Forsom. More people reach 65 but many work after 65 and
-don’t start drawing on their retirement benefits. One of the ways in
‘which we can lick this low-income problem is to make it possible for
people to continue to work. You find now there is quite a trend, I
think, away from compulsory retirement age, toward a more flexible
Tetirement age. If they continue working they won’t join the low-
income group. '

Senator FLanpers. I took that problem into my own hands when
T got to be 65 years old. I got a new job.

Mr. Forsom. Not many people are as lucky as you are, Senator.

Senator SparkMAN. Coupling that thought, however, with some-
thing you said a while ago about civil service, have you ever thought
-of a method whereby a very vicious practice that has existed in civil
service for a long, long time could be done away with—that is, the
inability of workers below the retirement age to obtain employment,
although his full benefit rights will not become effective within 15
years. In other words, so often we hear the complaint that a person
45 years, 50 years, or 55 years old simply can’t get a civil-service job.

Mr. Foisom. Of course, you hear the same thing about industry,
too. I find in the first place, the turnover among people over 55 1s
very low. Most people that age are put and stay put, but when a
person does lose his job, there generally might be a good reason. He
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might not be in good health, or might not have the capacity to work,.
50 it is, of course, most difficult for him to get a job. '

. I don’t think that many companies now in industry have any
definite rules against it, although you hear a lot of talk about it.

Senator FLanpers. I may say that in Paris this summer, Mrs.

Flanders and I were eating at one of those restaurants on the Champs
Elysses. I looked over at the next table and there was a leading
American industrialist, whose name I will not mention, who was sitting-
there with his wife and family. He had recently been retired, under-
his company’s retirement rules. I said to him, “Mr. So and So,.you.
don’t look to me to be too old to work.” He said, “I am not.”” That
is the way he felt about his compulsory retirement.
. Mr. Forsom. Well, sometimes I don’t think we should have com-
pulsory retirement for the rank and file because I think it depends so-
much on the individual. Some people should retire at a certain age,
and some people should come under the flexible retirement age. This
fellow might be in that category, and he might be better off.

Now, getting back to my figures on this marked reduction in the:
death rate, the death rate from acute rheumatic fever has gone down.
73 percent in the last 10 years, T'B 73 percent, appendicitis 76 percent,.
and a reduction for all infectious diseases of about 75 percent. The-
overall death rate from all causes in the last 10 years has gone down
13 percent. :

They tell me that as a result of this progress in research.and all
these new discoveries, there are now 1,250,000 more people alive than.
would have been if they hadn’t had these discoveries. There is much.
yet to be done in many other fields. We still have a long way to go in:
fields such as cancer, heart, arthritis, and then we have big problems:
in mental illness.

We have a big program out at the National Institutes of Health,.
directed toward more research into all these fields. Some of the work.
is done out there, while some takes the form of research grants given.
to institutions all over the country. That is a very important pro-
gram. I won’t take time to go into it now but it is one of the
important factors in this field.

We want to continue to strengthen our research program, and not
only that, we must apply the fruits of research. That is where the:
Public Health Service, at the Federal level and all the State health
departments, come into action, to make sure that, as we make
advances in medical science and learn how to lick these problems, we
get the information out into the hands of the doctors and other
people so that they can apply it to the people who need it. That is a.
big and important area for the Public Health Service.

Now, when it comes to other fields of sickness and disability, we-
get into the question of continuation of income. The first protection
a man should have when he becomes sick is to have his income con--
tinued. We find that most business concerns have a sickness plan.
of some sort. It is estimated that in industrial States about two--
thirds of the workers have protection in the form of sick-benefit
plans, which are payable to some extent when they become sick.

Four States have adopted compulsory plans, New York State
being the last to adopt one. Rhode Island, New Jersey, California,
and New York now have plans in which it is compulsory for an.
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employer-to provide for benefits for the workman when:he is out sick:
for a limited period. It is something-like inemployment insurance.’
- I feel-that more States ought to get into that type of legislation,
or ought to seriously consider it. - New -York State’s experience has
been very satisfactory.- If your staff is interested, there is a ver

interesting analysis of experience written by Mr. H. G. Waltner,
industrial relations man or & social-security adviser of the Standard
Oil Company of New Jersey. He explored the experience over the
last 3 or 4 years in New York State, and it is very favorable. It is
8 very penetrating analysis. I think more and more States.should
get into that field because, while it is true that two-thirds of the
workers might be covered, we still haven’t got protection for groups
not in the big well-established companies, or for short-service people.

Senator SparkMaN. How does that work in case of those that are
covered?

Mr. Forsom. Well——

Senator SpArRkMAN. Does the unemployment compensation take
care of it?

Mr. Forsom. No. The plan they have in New York State is quite
similar to one that the President has recommended for the District of
Columbia.

The way the New York State plan operates is very simple: It
requires that every employer must cover his workers, so that benefits
are paid for a certain period of time, similar to unemployment insur-
ance, so many weeks at a certain percentage of his pay; there is a small
employee contribution. It is optional in New York State whether the
company self insures; it can have its own plan if it meets the State
standards. Employers can also take out msurance policies. They
can do it with the State fund. It is optional. _

In California they start with the State fund, but the employer can
contract out if he has an insured plan or self-insured plan, so there are
all sorts of possibilities in the thing. In New York State it is done with
very little increase in overhead. There are only a very few people in
the State office. All the administration is done outside. In fact, since
you have about two-thirds of the people already covered in voluntary.
plans, there isn’t so much need for having a pooled State fund. That
18 ’ﬁle theory back of the New York plan. I think it works out very
well. :

Vocational rehabilitation is a very important factor in attacking
low income problems. Through plans which are already in effect,
Federal-State plans, 850,000 people have already been rehabilitated.
We estimate that there are about 2 million people in the country who
need vocational rehabilitation because of disability.

We think there is more opportunity for more work in this field. We
estimate that last year about 60,000 were restored to useful work.
Congress last year voted more money for the grant program and many
States have made very good progress, but a few States are still lagging
behind, and not taking full advantage of the funds available in our
program. However progress is being made. It is a very fruitful area
of work. :

Now, the next field in the protection against sickness and disability
is in voluntary health-insurance plans, to provide protection against
the costs of medical care. There has been a rapid expansion in these
plans in recent years. We now estimate there are about a hundred
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million persons covered by these plans, but we have still got quite ‘s
long way to go. T think there is a great opportunity, though, for
further expansion.” - 7. -7 S R

There are three big gaps in this field: The first is in the area called
catastrophic illness. Many plans cover the insured up to a certain
point, for so many weeks, for so many dollars, but for the prolonged
llnesses, serious cases, coverage is not adequate. Many people have
to use their lifetime savings'in order to meet the costs of such a
catastrophic illness. There has been-considerable progress in the last
few years in policies to cover-catastrophic illness. There are now
more than 3 million people covered by those plans. It has beén found
that, if you have a reasonable deductible feature and have coinsurance
under which, for example, the insurance company pays three-fourths
and the individual one-fourth, after the first $100 or other deductible,
you can get this type of insurance for fairly low cost. There have
been several companies in the last few months, the last year or so,
that have adopted these group policies for catastrophic illness, and I
am hopeful that such insurance is going to spread quite rapidly in the
next few years.

Also that type of insurance will be of a very great help to families of
all income groups, for meeting these long illnesses. Not only will it
protect against hospitalization and surgical costs, but it will also help
on nursing costs, drugs, things of that sort.

Now, another gap 1s in the rural.areas, which the Blue Cross plans,
Blue Shield plans, and other group plans have difficulty in reaching.
We also have the problem of the cost of medical care of the aged.
Many plans stop coverage when a person reaches a certain age.
Individual policies written by insurance companies often stop at 60
or 65. Many company plans do not cover retired people, this is one
area that we really should. carefully study to learn what can be done,
- It was those three areas that the President had in mind when he
proposed the reinsurance plan the year before last. The plan sought
to encourage insurance companies to enter into those fields, and to
put out policies that might be more attractive than the ones that are
now available. : ' o

We are studying that field quite actively in the department, not

only the reinsurance, but this whole area, and we hope to hiave some
recommendations to make to Congress which will help to improve and
expand voluntary health insurance coverage. :
- Now, there is a responsibility on the part of State and local com-
munities for providing adequate hospital facilities; and adequate care
for indigent people. That is a prime responsibility of the local -com-,
munity. The Federal Government has gone a good way in helping
communities through the Hospital Survey and Construction Act.
Hospitals hayve been built through this plan in which the Federal
" Government puts in so much and the State and loéal governments
put in so much. The plan is continuing, and we are expanding it
and more hospitals are being built.

There is the question of what the local communities are doing in the
way of providing medical care for the aged, and for people in need of
assistance. In some cases they are not doing an adequate job, and
there is a question of what should be done about it. :

We also feel that the Federal Government ought to do something
better for Federal workers. We are working now on plans for pro-
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viding some type of health insurance for the Federal employees, just
as we did the group life insurance plan. - An administration bill has
already been introduced which will probably be further clarified i
the next session.

There is another area, getting down to about the next to the last.
in the list of six—loss of income due to broken families. We find that
between 1 and 1% million women and between 2 and 2} million
children are in homes broken by marital discord. Many of these
women are untrained, and they need help. Many of them should
stay in their home and look after their children rather than going out
getting jobs. That is one of the main objectives of our program of
aid to dependent children. It is helping to meet the problem, and we
think more emphasis ought to be placed on having better trained
social workers and on going to the families and showing them how
they could meet the problems which they are facing.

We also have many other programs in the Department that help
children; for example, our other grant-in-aid programs for maternal
and child health, crippled children, and child welfare services. I will
not have a chance to go into those, but we can give you more detail if
you want it.

The final area is the questlon of inadequate educational training.
Many people are in the low-income groups because they have not been:
adequately trained in the first -place, they did not have sufficient
education, and they now need counsel, and they need vocational
training particularly. In the long run, of course, a vigorous educa-
tional system is the answer to these problems. We find that there is
a very close correlation between the income of families, or individuals,
and the amount of schooling which they have. Dr. Brownell is going
to_appear on one of your panels with a full discussion of this whole
field which is an exceedingly important one.

We do find that pupils from the low-income families are very apt
to drop out of school at an earlier age than those of higher income
families, so you get that vicious circle working.

Dr. Brownell will tell you some of the plans we have, what we are
already doing in this field, and what plans he has under consideration.
When it comes to the whole field of education, as you know we have &
White House conference coming on the 28th of this month. It starts
the week after next. There have been thousands of State and local
conferences held all over the country; they are heading up into the
White House Conference, in which there will be 2,000 people discussing
_problems such as I have just mentioned briefly. We also are seriously
studying in our own Department the question of what we should do
about the shortage of classrooms which exists, The President made
a proposal here, other proposals have been made, and we are carefully
discussing all plans. I saw the President in Denver week before last
and we talked on this subject. We will propose a program for next
year, and we hope we can get, and the President hopes that we can
get, general agreement on some program to help meet the emergency
situation which does exist in the area of classroom shortages. ,

There has been a lag in construction of classrooms because of the
war and depression and all. We just haven’t them. Now, we have
got a big increase in school population, and we are faced With this
shortage, and there is no question but somgthing ought to be done
about it. We hope to come up with a plan to present to the Congress.



LOW:INCOME FAMILIES 23

I would like to read the concluding -statement of my summary:

Practically every program of the Department of Health, Education,
and Welfare is related in one way or another to the problem of low-
income families. Much has been done to attack the fundamental
cause of low-income, prevent illness, and deprivation, and to increase
opportunities for the people. With close and positive cooperation on
all sides, and with a continued favorable economic climate fostered
by sound Government policies, I am personally convinced that we
may expect steady progress in reducing economic dependency and the
incidence of low income in this country. It is a mission to which the
resources of the Department of Health, Education, and Welfare are
wholeheartedly dedicated.

Senator SparkmMaN. Thank you, Mr. Folsom.

I had several questions I wanted to ask you but I think you have
pretty well covered them in your statement.

There is one, however. I will go way back in the early part of your
- statement. I do not know: whether you are familiar or not with
the staff study that has been made, but I show you the bar chart
on page 2 of our staff report. You made reference to the fact that
there had been a steady improvement in the income of people, and
that is true generally. ~It certainly has been true down in my sec-
tion of the country.

However, we always have the problem of the families with extremely
low incomes. I call your attention to the first income class there;
you notice those with incomes of a thousand dollars or less remain
practically the same, percentagewise, in 1954 and 1948. Remember,
the 1954 figures are translated into 1948 dollars, so that for both years,
purchasing power is held constant.

Now, in the case of the next higher income groups, as can be seen
from the chart, the percentages have declined slightly. That is,
the percentages of families with incomes (in constant dollars; between
$1,000 and $5,000 show a small decrease in 1954, compared to 1948.
But the $5,000 and over class shows a significant rise. The percent-
age figures are given on page 6 of the report, but I think the chart
on page 2 is quite clear.

Mr. Fousom. It does show quite a shift from 1 to 3.

Senator SPaRKMAN. That is correct. We still have about the same
proportion of families at the lowest end of the income scale.

Mr. FoLsom. I think that you will find that those in the groups that
we have been talking about, some of those are physically handicapped,
some mentally handicapped, some of the old people who just have
exhausted their savings, and all. I don’t think you can say it is any
one particular group. It is spread all over. All of these are caused by
those things that I mentioned.

Senator SPARKMAN. In other words, if I could summarize your
statement in one sentence, it would be this, that these groups you have
discussed are concentrated in the lowest income class.

Mz, Fousom. Of course, we should expect, if the economy continues
to expand, that we ought to be able to reduce that percentage. The
chart does show good progress in these other four groups. I think we
have got to tackle the problem on all fronts, all the fronts we have
mentioned. I do not think it is any one that you can put your hand
on to say it is responsible for this percentage.

Senator SparkMAN. Dr. Ensley, do you have any questions?
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: Mr. Enstey. I have no questions, . .~ -+ .¢ - - 1 "
Senator SPARkMAN. Miss Snyder, do you?: - - .- .
Miss Sxyper. I would. like to.say “that theTapparently constant

proportion of low-income families, those-with incomes under a thou-
sand dollars, might be partly due to the liberalization of OASI pay-
ments, and the expanded coverage. I think it is generally accepted
that most older folks prefer to live alone when they are able to, even
when their income ‘is relatively low, so that in times of increasing
prosperity you get some aged families showing up in a census count
that earlier were living with the families of married sons or daughters
and were not counted separately.

Mr. Fousom. I will have our people in the Department look into
this to see if they have any more definite information on that par-
ticular point. They might be able to come up with some figures.

(The following was later supplied for the record:) -

DEeprARTMENT oF HEaLTH, EDUCATION, AND WELFARE
SOCIAL SECURITY ADMINISTRATION, DIVISION OF RESEARCH AND STATISTICS
Research and Statistics Note No. 60—1955

CHARACTERISTICS OF FAMILIES AND INDIVIDUALS WitH MONEY INCOME UNDER
$1,000 1n 1954 !

In recent public hearings before the Subcommittee on Low-Income Families of
the Joint Committee on the Economic Report, attention was directed repeatedly
to the finding of the Bureau of the Census that there was no decline between
1948 and 1954 in the proportion of families with money incomes below $1,000 in
constant dollars. Two questions recurred: Why did the size of this group re-
main at about 10 percent during a period of prosperity? and, What are the
characteristics of these families? .- .

This note attempts to throw light on these questions, and on the probable
trend in the number of families and of individuals with current incomes below
$1,000. Information from the census survey, presented in a factbook compiled
by the subcommittee staff,? are examined together with selected data about
beneficiaries under the old-age and survivors insurance program and recipients
of public assistance.

No single income figure provides a satisfactory measure of the poverty line
because of variations in family composition, price levels, accessibility of public
services, etc., but statistical data are not readily available except where an arbi-
trary income cutoff point is used. Frequently $2,000 is used as a rough measure,
but many families with higher incomes are in need and some with lower incomes
are not. Attention here is focused on the group at the bottom of the income
scale, because of the questions raised at the recent hearings regarding this un-
questionably disadvantaged group.

The significance of this group is indicated by the fact that in 1954, 3.7 million
families (comprising some 8 to 9 million persons) and 4.4 million individuals liv-
ing alone or with nonrelatives received less than 81,000 money income (table 1).
In relation to the total number of families and individuals, this reflects some im-
provement between 1948 and 1954. However, when the 1954 data are adjusted
for the 12-percent price rise that took place over the 6-year period, there appears
to have been little change in the proportion of units with incomes below $1,000
in 1948 dollars. Detailed information is not readily available on the character-
istics of the larger group of 4.3 million families and 4.6 million individuals whose
1954 incomes were less than $1,000 measured in 1948 dollars.

In previous years, many families and individuals such as these lived with
relatives because they had no independent income. Expansion of the old-age
and survivors insurance benefit rolls, the increase in monthly benefit payments—
and the increasing supply of housing since the war—have permitted more aged
persons and broken families to live by themselves,

1 Prepared by Lenore A. Epstein, Division of Research and Statistics.

3 Characteristics of the Low-Income Population and Related Federal Programs, joint committee print,
84th Cong;, 1st sess., 1955. The findings of the surveys of consumer finances conducted for the Board of
Governors.of the Federal Reserve System, and summarized in the same committee print, confirm the
census findings.
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‘Nevertheless, the estimate of 3.7 million’ families of 2 or more persons and 4.4
mllhon mdlvxduals with current money incomes below $1,000 in 1954 understates .
the extent of the low-income problem, because the census defines a family to include
all related persons.living in the same household. A cobsiderable . number of
aged couples and -other aged persons .still live ip joint households with their
children: .In the-case of aged couples, the husband is likely to be reported as the
family head even though his own incomeis very small and that of adult children
relatively-large, bringing the total family income. well above the level under con=
sideration. “A w1dowed parent is less often reported as family head, but in the
census statistics his low-income status.(when it is low) is concealed by classifying
him as a family member. Similarly, many women whose husbands are dead or
absent from the home and who have children in their care live with their parents
or other relatives. Such mother-child groups (estimated to number 726,000 in
April 1955) frequently have small incomes but this fact is again concealed as a
result of the:census definition.

FAMILIES WITH INCOMES UNDER $1,000 IN 1954

< A given amount of cash income of course provides a lower level of living for
nonfarm than for farm residents. It is noteworthy, therefore, that more than
three-fifths of the.3.7 million families with incomes under $1 000 in 1954 were
nonfarm residents, as shown by the following figures:

. . Number in
. Residence and labor-force status of family head thousands Percent

T S 3,714 100.0

NODIAIT L e e e e eenae 2,282 61.4

Head not in labor foree._.._: N 1,312 35.3
Head unemployed .. 123 3.3 -

Head employed - .. e 847 22.8

AT . oo oo oot m ot m e mmmm s memaee 1,432 38.6

Head not in labor foree. . .. iemaaas 339 9.1

Head unemployed. 20 .5

Head employed - - - e 1,073 28.9

Of the 1.4 million farm families in the lowest income group in 1954 almost two-
thirds were living in the South, most of the others in the North Central States.
Of those in the South, two-thirds were white and one-third nonwhite.

The family head was reported as employed in proportionately more of the lowest
income families living on farms than of those in nonfarm areas, but it is likely
that the farm was often marginal or else not worked to capacity. Of all the
families with incomes below $1,000 in 1954, almost half were ones where the
. family head was out of the labor force or unemployved in April 1955. Presumably
many of these families received unemployment insurance, old-age and survivors
insurance benefits, or public assistance in 1954.

Many of the families headed by a person not in the labor force were retired and
many others were broken families with a female head. The distribution of all
families with incomes under $1,000 in 1954 by age of head was as follows:

Number in
Age of head thousands | Fercent
Total 3,714 100. 0
65 and over 1,134 30.5
25t0 64 ... 2,417 65.1
Under 25 : 163 4.4

Undoubtedly a number of the younger families comprised mothers with children
receiving old-age and survivors insurance benefits because of death of the father
or aid to dependent children payments because of death or absence of the father.
Others were families in which the head was disabled, unemployed for an extended
period, a marginal worker with inadequate tralmnfr and skill, self-employed who
suffered reverses during the year, or resident in a depressed area. .
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The average (mean) family benefit under old-age and survivors insurance for a
Tetired worker and wife aged 65 or over was $99.10 at the end of 1954, $85 a year
-earlier. However, old-age and survivors insurance benefits of less than $80 per
‘month ($960 per year) were paid to 28 percent of the retired couples at the end
-of 1954, to 40 percent at the end of 1953. Benefits at the higher rates provided
-‘under the 1954 amendments became effective with the September benefit payment.

These figures relate to all beneficiary couples, including those who lived with
relatives and therefore were not counted as separate families by the census,
‘The benefit amounts do not of course represent the total money income of old-
-age and survivors insurance beneficiaries, because many have -some earnings,
private, pensions, income from private investments, or public assistance. How-
-ever, in general, aged-insurance beneficiaries.whose benefits are low because their
-earnings were low or irregular (except for those who also had substantial non-
-covered earnings) are least likely to have established rights to private pensions or
to have accumulated private savings. Part-time employment is also least likely
to be available to a retired worker who was a marginal worker in his younger
days, or who retired many years ago with benefits calculated on earnings when the
general level of wages was lower.

Insurance beneficiaries who also receive old-age assistance have, on the average,
smaller benefits than all aged insurance beneficiaries. However, there are many
low-benefit beneficiaries who do not receive supplementary public-assistance pay-
‘ments; this is due in part to the fact that benefits tend to be relatively small in
the low-income States and public-assistance standards tend to be relatively low
in the same States. Moreover, some do not apply for assistance. Some are in-
eligible because they have assets or share homes with relatives. According to
unpublished data from a national sample survey of the characteristics and re-
:sources of aged old-age and survivors insurance beneficiaries, conducted by the
Bureau of Old-Age and Survivors Insurance in 1951, the overwhelming majority
-of beneficiary couples with the lowest incomes were not receiving public assistance.

In the spring of 1953, roughly one-fifth of all old-age assistance recipient couples

« with both husband and wife receiving assistance had total incomes and assistance

(including vendor payments for medical care) of less than $80 per month, accord-
ing to a survey conducted by the Bureau of Public Assistance.? For almost one-
fourth of such couples, assistance payments were less than need as determined by
the welfare agency.

Old-age and survivors insurance monthly benefit payments to widowed mothers
with children in their care were as follows at the end of 1953 and 1954:

Widowed mother and—
. . 3 or more
1 child 2 children children
Percent with benefit of less than $80: )
December 1954 . __________________ ... 20.7 20 25.7
December 1953 . ceaaao 30.7 31 38.8
Average amount of family benefit:
December 1954. .. $103.90 $130. 50 $126. 80
December 1953 $90. 10 $111. 90 $109. 00

The situation of families with three or more orphaned children is particularly
'serious.

At the end of 1954 about 5 percent of old-age and survivors insurance beneficiary
families with children were also receiving aid to dependent children payments.
Information is not available on the total income of families receiving aid to depend-
ent children. It is noteworthy, however, that in November 1953 average (mean)
assistance payments to aid to dependent children families not getting old-age and
survivors insurance benefits were under $80 in 17 States.# Families receiving aid
to dependent children in these States—the great majority of them in the South—
numbered 232,000 or 46 percent of all families on the aid to dependent children
rolls in continental United States at that date.

3 Recipients of Old-Age Assistance in Early 1953, Part I—State Data, Public Assistance Report No. 26.
Recipients with income in kind to which no money value was assigned but which was estimated to be worth
$5 or more are excluded from the distribution by income, but included in other tabulations.

4 Characteristics of Families Receiving Aid to Dependent Children, November 1953. Biennial release,
‘Bureau of Public Assistance,
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_ IﬁDIVIDUALS WITH INCOMES UNDER $1,000 IN 1954

‘ Although farm families made up almost two-fifths of all families with cash in-
comes under $1,000 in 1954, only about 1 in 10 of the low-income individuals
lived on farms, about 7 in 10 lived in urban areas.

Almost half of the 4.4 million individuals living alone or with nonrelatives who.
reported 1954 incomes below $1,000 were aged 65 and over. Assuming that the
age distribution was similar to that in 1952, another fifth were 55 to 64 years of
age. Many were retired. The proportion aged 65 and over was larger than in
1948, undoubtedly because proportionately more aged persons had some retire-
ment income which permitted them to live apart from relatives. Many pre-
51fnlnably chose separate living arrangemeénts even though this meant a low level
of living. :

Another significant fact is that two-thirds of the 4.4 million persons with in-
comes below $1,000, or 2.9 million, were women, many of whom had never been
in the labor forece. Information is not available on the distribution by sex of
persons aged 65 and over whose incomes were under $1,000 in 1954. However,
in 1948 (for which especially detailed tabulations were prepared) more than 50
percent and possibly as many as 70 percent of the low-income aged individuals
were women,

At the end of 1954, there were 1.8 million retired men workers receiving old-
age and survivors insurance benefits who were nonmarried or whose wives were
not entitled to benefits. The monthly old-age and survivors insurance benefit
for more than three-fourths of them, or about 1.4 million, was less than $80.
All but 5 percent of the retired women workers and all of the women receiving
widow’s benefits under the old-age and survivors insurance program received less
than $80 per month in benefits. (The maximum benefit possible for aged widows
is now $73.90 per month.) Thus, a total of about 1,550,000 women old-age and
survivors insurance beneficiaries (exclusive of wives) received benefits at an an-
nual rate of less than $1,000 in December 1954. About 850,000 women received
benefits at a rate of less than $600 per year. Benefit payments during the year
1954 were of course lower than the rate at the end of the year because the in-
creases provided by the 1954 amendments became effective with the check for
September. As in the case of retired couples, many of these beneficiaries had
additional income from other sources, but many did not. ’

About one-third of all old-age assistance recipients, now totaling about 2.5
million, live alone or with nonrelatives, according to the survey conducted oy the
Bureau of Public ‘Assistance in early 1953. More than two-fifths of thisgroup
had total income including assistance amounting to less than 375 per month,
equivalent to $900 per year, at the time of the survey. About 1.5 million old-

age assistance recipients are women, of whom roughly 1 million are widows, some "~

living with their children or other relatives, some alone or with nonrelatives.

FUTURE EFFECT OF OLD-AGE AND SURVIVORS INSURANCE PROGRAM IN REDUCING
THE NUMBER OF FAMILIES AND INDIVIDUALS WITH INCOMES UNDER $1,000

A considerable proportion of the families and individuals with incomes under
$1,000 in 1954 were old-age and survivors insurance beneficiaries or recipients
of public assistance. As the old-age and survivors insurance program matures,
we can look forward to a continuing decline in the proportion of aged persons
and of widowed mothers of children under age 18 primarily dependent on public
assistance and a significant increase in the proportion receiving old-age and sur-
vivors insurance.

This has more significance in terms of a probable shift out of the lowest-
income group than might appear from a comparison of average old-age and
survivers insurance benefits with average public-assistance payments in 1954
to families of the same composition, because a steady rise in average old-age
and survivors insurance benefits is expected for those coming on the rolls after
1054. This is most important for persons aged 65 and over.

A large proportion of the old-age insurance beneficiaries on the rolls in
December 1054 either became beneficiaries before 1952 or were unable to qualify
for the new benefit computations by work after 1950. Although all of these
persons henefited from general benefit increases adopted in 1950, 1952, and 1954,
many of them had lower average earnings than they would have had if they
had been able to qualify under the present provisions.

Because of the limitations on coverage in the early years of the program, many
full-time workers were covered for only part of their work. When coverage of
the program was widely extended in 1950, the Congress provided a new start,

69848—55——3
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not only for the .newly covered persons but also. for those previously covered.
Under this provision, thousands of persons became eligible for benefits—many at
the minimum. - -~ ’ : : - ST

With regard to computation of average earnings, the new start means, .for
most people coming on the rolls in the future; elimination from the computation
of the 14 years before 1951, which may have included periods of noncoverage and
which also included years of low earnings during the 1930’s and 1940’s. A further
improvement, adopted in 1954, permits as many as 5.years of low earnings to be.
eliminated from the computation of average earnings. Under the disability-
freeze provisions of the 1954 amendments, periods of extended disability also
will be excluded from computation of the average monthly earnings and therefore.
will not reduce benefit amounts. All these changes will mean higher benefits .
for the full-time worker—whether at low or high wages—who comes on the rolls.
in the future. : : ‘ .

The estimated distribution by benefit amount of retired men on the old-age
and survivors insurance benefit rolls in 1960 compares as follows with the dis-
tribution in December 1954:. .

. Percent
Monthly benefit . ——

s End 1954 1960
$30 (minimum) ... ... - - 13 Ty
$30.10 and uneer $60 [ 30 18
$60 and under $75_ ... ... _____ - 25 20
$75and under $98.50 ... __ . . ... _____________ . 32 } 54
$98.50 and under $108.50.. .. ..o Lo\

0 7 ) 100 100

- It is expected that 70 percent of the men coming on the benefit rolls between
1955 and 1960 will receive monthly benefits between $75 and the $108.50 maxi-
mum. .

Evidence in support of the prospective shift to' higher benefit levels is the
difference between the average monthly benefit of all beneficiaries on the rolls in
December 1954 and the average monthly benefit paid to those of the beneficiaries
on the rolls in June 1955 whose benefits were based on earnings after 1950, with
eligibility for the dropout. For a retired worker and his wife aged 65 and over,
the former figure was $99.10 and the latter was $130; for retired workers with no
dependents, the corresponding averages were $56.50 and $78. ’ :

There is a second factor that may mean higher total incomes for aged bene-.
ficiaries, although not necessarily for young survivors of insured workers. Many
of the aged persons on the old-age and survivors insurance rolls in December 1954
had all their resources wiped out during the depression and were never again
able to accumulate savings for old age. Persons reaching retirement age now and
in the next few years, however, have had a better opportunity as a group to
accumulate private savings for retirement because of high levels of employment
and rising wage levels during their middle age. During a family’s younger years
savings are likely to be for education of children, purchase of a home and other
large durable consumer goods. Tt is after age 45 or 50 that funds are more likely
to be put aside for use in retirement.

With stable prices and continued high levels of economic activity, the next
few years will unquestionably see a decline in the number of families and indi-
viduals with money incomes under $1,000, as a result of old-age and survivors
insurance program developments. However, unless programs other than old-
age and survivors insurance or other factors result in a shift up the income scale
for families who last year received incomes of $1,000 to $2,000 or to $2,500, the
total number of families and individuals with money incomes below $2,000 or
$2,500 will probably remain about the same as in 1954, although their average
income will be considerably higher.
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TaBLE 1.—Distribution of families and individuals by total money income, for the
United States 1948 and 1964 . - . . :

Families of 2 or more persons Unrelated individuals
_— . ‘
Total money income class 1054 1954 )
1948 1948
Current 1948 : Current 1948 |
dollars '| dollars dollars | dollars
Number, in thousands
B T 4,04 | 4,034 38%0| 968 o68| . 8l0
4,269 4,020 4,354 4, 598 4, 090
5,143 5, 580 1,866 1,958 1,830
6,128 7,950 1,381 1,436 1,240
13, 698 12,970 1,481 1,255 810
12, 696 8,010 541 376 170-

T T, 100 100 100 100 100 100
“Under $1,000.. - 9 10 10 45 48 50
.$1,000 to $2,000 1 12 15 19 20 23

$2,000 to $3,000 12 15 20 14 15 15
3,000 to §5,000- 3 33 34 16 13 10
$5,000 and OVer. ..o 37 30 21 6 4 2-

.Source: Bureau of the Census, Department of Commerce, published in Characteristics of the Low-
Income Population and Related Federal Programs, Joint Committee Print, 84th Cong., Ist sess., 1955.

Senator SPARKMAN. You mentioned that a number of States have:
made changes in their unemployment compensation laws. Do the
changes represent any improvements, generally? L

Mr. Fousom. Oh, yes. There has been a considerable improve-
ment both in duration and benefits. There has been a steady im-
provement in the last 6, 8, or 10 years. Many States now do cover
a full 26 weeks, and they have increased their benefits, the maximum
benefits, considerably. . .

The original plan of unemployment insurance was to provide some-
thing like 50 percent of the average weekly wage, but with & maxi-
mum. However, in the course of time the maximum was so low that
a high percentage of the people were receiving this maximum benefit.
It was quite a little less than 50 percent of the pay. There has been
a steady rise in recent years in the maximum by different States.
Some States still have too low a maximum and too short a duration,
and the President, you will recall, last year urged the States to expand,
to increase both the maximum and the duration, and there has been
quite a little done on that. . :

I think still some States are lagging behind.

Mr. EnxsiLey. There was one more question: In Denver 2 or 3
weeks ago one of the White House assistants reported that perhaps
early next year the President would be sending out a proposal dealing
with these distressed areas. Is that work coming along? Can you
give us any report on that?

Mr. Forsom. That is not in my department, but I do know that
they have a definite plan which will be proposed. I cannot discuss
it because it is not in my department. I do not know whether they
are regdy to discuss the details of it or not, but it is being actively
studied.
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Senator SparkMaN. Thank you very much, Mr. Folsom. We .
appreciate your being here.
~ Mr. Fousom. I am glad to be here.

Senator SPARKMAN. It is a very fine statement you have given to us.

Mr. Forsom. If we can be of any further help, if the staff can help
you in any way we would be very happy to do so.

Mr. Enxsiey. I might say the staff of this Department, as with
other departments, have been very helpful to the subcommittee and
its staff in gathering material and planning these hearings.

Senator SPARKMAN. And we are grateful.

The remainder of our agenda for this morning consists of a panel
discussion on the subject, “The Role of the Federal Government, in
Assisting Low-Income Families To Increase Their Productive Capac-
ity, Earnings, and Level of Living.”

The panel members were asked to take into account an illustrative
set of questions which were intended to define in a general way the
subject to be discussed this morning. These questions are listed in
2 subcommittee release of October 24 which I inserted in the record
at the beginning of this session.

I think it may be well to go around the table and introduce each
member of the panel. We shall then proceed by hearing the 5-to-
10-minute summary statement of each panelist in turn, then the
remainder of the session will be available for open discussion, and
I may add at this point that I hope the discussion will be just as
informal as we can make it. Each member of the panel should feel
perfectly free to enter into the discussion and to direct comments and
questions to each other.

The members of the panel are as follows:

Mr. Howard R. Bowen, president, Grinnell College.

Mr. Leo Fishman, professor of economics, University of West
Virginia.

Mr. Howard B. Myers, research director, Committee for Economic
Development.

Mr. Robert R. Nathan, of the Robert R. Nathan Associates.

Our first withess is Mr. Howard Bowen.

Mr. Bowen, we will be glad to hear from you, sir.

STATEMENT OF HOWARD R. BOWEN, PRESIDENT, GRINNELL
COLLEGE

Mr. Bowen. Senator Sparkman, I submitted a fairly lengthy
report to the subcommittee, and my remarks at this point will merely
hit some of the high spots of that report.

(The statement referred to follows:)

Poverry 1N tHE UNITED STATES
By Howard R. Bowen !
1, PURPOSE AND SCOPE OF THIS REPORT

The significance of poverty in the United States of 1955 must be interpreted
in light of two important developments in recent decades:

1. The United States has built up a far-reaching system of social welfare

_ legislation, private insurance, and private pension plans designed to protect

! The original draft of this report was prepared for the Committee on Economic Development. The

opinions and recommendations presented are those of the author and do not necessarily represent the views
of the Committee on Economic Development or of individual members of the committee. '
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our people against the insecurity and poverty ‘commonly associated with
old age, unemployment, sickness, broken homes, and other contingencies.

2. During the past 13 years, the Nation has experienced virtually uninter-
rupted prosperity. In this period, economic growth has proceeded rapidly,
average real incomes per capita have increased, unemployment has been
near the practicable minimum, numerous new industries have appeared, labor
has been highly mobile, and the distribution of income has tended to become
more favorable to the lower income groups. Altogether, it has been a period
of almost unprecedented economic stability and opportunity.

The substantial poverty that still remains in our society may be regarded as
the hard core which has persisted even after the great extension of public and
private insurance, pension plans, and relief, and even after 13 years of great
prosperity.

The purpose of this report is to explore—in a preliminary fashion—the extent,
character, and causes of present-day poverty in the United States, to describe
current methods of dealing with the problem, to raise some of the basic issues
concerning public and private policy relating to poverty, and to suggest directions
for further research in the field.

2, POVERTY AND THE GENERAL WELFARE

Poverty is obviously objectionable on simple humanitarian grounds. We wish
to eradicate poverty simply because we do not want to see our fellow men in
distress. But poverty is bad not only for those who actually are poor. It is bad
also for those who never become poor. So long as poverty is allowed to exist, it
is possible that anyone may some day be in want. The continued existence of
poverty, therefore, leads to insecurity and fear, even on the part of many who may
never themselves become destitute. The elimination of poverty for the few thus
adds to the security of the many. Also poverty is bad for the well off in.that it
breeds ignorance, illness, slums, and crime which affect the welfare of all. Poverty
often represents underutilization of labor and other resources which, in the national
interest, ought to be put to full use. At the same time, poverty represents poten-
tial buying power which is not now effective and therefore presents a promising
frontier for further economic development. From the ideological point of view,
so long as poverty persists in the United States, the enemies of capitalism have a
powerful argument. Altogether, there are ample reasons to justify remedial
action, .

In general there are two main lines of attack on the problem: (1) measures to
prevent poverty, and (2) measures to relieve poverty once it has occurred. Clearly
the first of these is to be preferred to the second, but both lines of attack are
essential and may be pursued jointly.

3. STATISTICS ON INCOME DISTRIBUTION

Almost everyone has at some time seen statistical tables or charts showing the
distribution of the national income (or a part thereof) by income classes. Such
_ data have been available over many years and from a variety of sources. Most of
these statistics reveal distributions which are essentially similar. They uni-
formly show a considerable concentration of income among the upper income
classes and a relatively small amount of income among the lower income classes;
and they show a large number of income recipients with small incomes and &
small number with large incomes.

The similarity of such distributions for a wide variety of countries and times
has led some scholars (notably Vilfredo Pareto) to conclude that there is an under-
lying and apparently immutable “law’ governing these distributions. A
straightforward examination of these statistics leads easily to the conclusion that
poverty is widespread even in modern America. For example, if one arbitrarily
defines ‘‘poverty’’ as a family income of less than $2,000, one might conclude
that 20 percent of the American people in 1954 were suffering from poverty.?
But no such straightforward conclusion can legitimately be drawn. Indeed, data
of this kind are so frequently misinterpreted, or carelessly interpreted, that it
may be worthwhile to digress briefly. to indicate some of the pitfalls in their use.

32 Characteristics of the Low-Income Population and Related Federal Programs. Selected Material3

Assembled by the Staff of the Subcommittee on Low-Income Families, Joint Committee on the Economic
Report, table 1, p. 5.
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4." INTERPRETATION OF STATISTICS ON INCOME DISTRIBUTION 3

.- Crude data on the distribution of money income, are very misleading indicators
of the extent of poverty. The net effect of the niany inadequacies of these data
is to exaggerate grossly the disparity among families in real income or in real
economic welfare. The following outline suggests some of the problems en-
countered in interpreting these data.

* (a) Definitional and statistical ambiguities.—

(1) The statistics are limited to a single year and hence do not place persons
with irregular incomes in the proper categories. The family of a millionaire who
happens to have no net income in a particular year shows up in the lowest income
group while a poor family which happens to have 1 good year is placed in a higher
bracket.

(2) The incomes of certain groups are probably systematically underreported.
Among these groups are farmers, self-employed business and professional persons,
and recipients of dividends.t

(3) Capital gains and losses are not included unless realized and even then
may be underreported. .

(4) Many part-time workers who are partially dependent, for example college
students, are probably classed as unattached individuals and included in the
lower-income brackets regardless of the economic status of their families. Gifts
are not included within income. . ' ’

(6) Changes in family living, affecting the number of families, may result in
significant statistical changes in the distribution of money income among families.
For example, old-age and survivors insurarce has enabled many older persons or
couples and many survivor groups to maintain independent households, whereas
they would formerely have lived with relatives. The result has been an increasing
number of families with low income but at the same time an improvement in
welfare. Similarly, in depression families double up and in prosperity they set up
separate households. This also tends to affect the number of low-income families
shown in the statistics without signifying corresponding changes in welfare.

- (6) Property income is net of depreciation and can be maintained beyond the
working years of the owner and even beyond his lifetime, whereas labor income is
gross of depreciation and cannot be maintained beyond the active years of the
worker. Statistics on income distribution do not recognize this distinection.

(b) Fringe benefits and fringe costs connected with work.—Statistics on income
distribution are stated in terms of money without allowance for the considerable
differences among jobs in nonmonetary benefits, rights, costs, and other conditions
attached to the work. Hence, even if the statistics were aceurate and relevant
in all other ways they would imperfectly reflect differences in real income or
welfare. Jobs differ with respect to— . .

(1) Degree of security as reflected in stability of employment, in risk of injury
or illness, and in benefits or rights such as pensions, separation pay, seniority,
tenure, life insurance, and coverage under social insurance.

(2) Working hours and vacations.

(3) Costs associated with work, for example, special clothing, transportation,
meals, tools, licenses, union dues, and entertainment expenses.

(4) Prestige, pleasantness of work, and pleasantness or convenience of location.
Jobs differ greatly in these respects and some of the differences in income are to
be accounted for by these differences, for example, dirty versus clean jobs, white-
collar versus blue-collar jobs, jobs in Alaska versus jobs in California, or jobs in
isolated mining or logging camps'versus jobs in. pleasant commercial communities.

(5) Nonmonetary income connected with the job, for example, use of automo-
biles, right to purchase stock, right to purchase merchandise at a discount, right to
appropriate merchandise, lodging or housing at less than cost, and gifts in kind
from employers. .

(6) Expense accounts. .

" (7) Risk of failure. In some occupations (e. g., acting), both the chances of
failure and the rewards of success are great, and consequently differences of income
are large. : .

. 3 This section is based largely upon the following sources: E. E. Hoyt, M. G. Reid, J. L. McConnell,
and J. M. Hooks, American Income and Its Use, Harper & Brothers, New York, 1954, pp. 99-222; Conference
on Research in Income and Wealth, Studies in Income and Wealth, vols. 13 and 15, National Bureau of
Economic Research, New York, 1951 and 1952; Materials on the Problem of Low-income Families, op. cit.;
Low Income Families and Economic Stability, Joint Committee on the Economic Report, S. Doc. 146,
81st Cong., 2d sess., 1950; Hazel Kyrk, The Income Distribution as a Measure of Economic Welfare,
American Economic Review (Supplement), May 1950, pp. 342-55; H. P. Miller, Facts Related to Recent
Changes in Income Distribution, Review of Economics and Statistics, August 1951, pp. 214-218. 5

4 It is possible that the inclusion of farmers and other self-employed persons under old-age and survivors
insurance may result in an improvement in the reporting of income for these groups.
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(8) Depreciation. Jobs vary in the amount of training and experience required
and in the length'of time a worker can expect to continue in the occupation.
Differences in income may be due in part to these differences in the rate of deprecia-
tion to which workers are subject. ) -
~ (¢) Nonmonetary income produced in the home.—Substantial amounts of real
income, which significantly affect welfare, are produced within the home and not
included in income statistics. This kind of income is particularly important in
appraising the relative position of farmers and city workers and the relative posi-
tion of homeowners and renters. )

(1) Product from household gardens, woodlots, and do-it-yourself work.

(2) Rental value of owned homes, cars, and other durable consumer goods.

(3) Services of housewives. Two families may be similar in all respects, except
that in one the wife stays home to care for her children and home; and in the other
the wife works and neglects her children. The first of these families may have
much less money income but much greater welfare than the second.

_ {4) Skill in household management. Because of substantial differences in skill
of household management, families with the same money incomes achieve quite
different levels of living. :

(d) Nonmonetary income derived from governmental services—Substantial
amounts of real income are received in the form of public services (education,
health services, food, subsidized housing, recreation, school lunches, etc.) -and
similar services and gifts in kind from voluntary organizations (such as churches,
social welfare agencies, schools and private individuals). These services are
undoubtedly provided in relatively larger quantities to lower-income groups than
to higher-income groups. .

(¢) Purchasing power of income.—There are substantial differences in the pur-
-chasing power of money income among various geographic sections of the country
and between rural and urban areas. This is of special relevance in comparing the
incomes of farmers and city wcrkers.

(f) Assets.—Differences in income do not necessarily reflect differences in the
assets of families and hence do not accurately measure economic welfare. A
family of low income need not be destitute if it has assets to draw upon.

(9) Age of family head.—Part of the differences among incomes as reflected in
the crude statistics on income distribution are accounted for by difference in age.
Individuals typically experience a life cycle of earnings. As they enter the labor
force, their earnings are small; as experience and training is accumulated, earnings
rise; and then as old age approaches, earnings decline.5 Also, the family unit is
likely to have more earners at the time when the family head is at middle age
than when he (or she) is young or old. And the family is likely to accumulate
savings during the working years and to use the income from these savings in
later years. Thus there is a life cycle in the amount of income from accumulated
savings. For these reasons, if the statistics on income distribution were stratified
'by age of family heads, the disparity within each age group would be substantially
less than that for the entire population.

() Need for income.—Just as families vary in amount of income, they also vary
in income needs as reflected in size of families, age of family members, incidence
of sickness, legal costs, etc. Thus, the statistics on income distribution, no
matter how reliable they may be, cannot indicate the extent of poverty without
reference to need. Because of differences in need, families in higher brackets
may be poorer in welfare terms than families in lower brackets. It is well-known,
for example, that a large part of those in the lowest income brackets are un-
attached individuals (mostly young persons and old persons); also there is a
direct correlation between average income and family size.®

The above is a lengthy inventory of the many problems involved in the inter-
pretation of erude data on income distributions. The purpose of this digression
has been to show that the extent of poverty in the United States is not reliably
Tevealed by the usual statistics on the distribution of money income. In general, -
the crude statistics tend to exaggerate disparities of income among families and
to overstate the extent of poverty. This does not mean that all poverty can be
eliminated merely by statistical adjustments. There is clearly a great deal of
poverty in the United States, though not so much as the crude statistics might
suggest. )

T Hoyt et al., op. cit., p. 114.
¢ See Statistical Abstract of the United States, 1953, pp. 290-292,
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§. DEFINITION OF POVERTY

Poverty cannot be defined merely in terms of income. As Dickens once pointed
out, it is a relationship between available resources and need such that total
resources are less than need. To determine whether or not a given family is in
poverty it is necessary to ascertain its available resources, to estimate its needs,
and then to compare the two. This procedure is followed by social workers who
commonly view a case in terms of a budget which relates available resources and
needed expenditures. The resource side of the budget includes income (monvey
and real), possible gifts, feasible withdrawals from savings or liquidation of assets,
and feasible borrowing. The expenditure side includes all the expenditures needed
to maintain the particular consuming unit at a given standard, taking into account
size and age-composition of the family, health, prices, nonmonetary income, and
all other relevant responsibilities and circumstances. Poverty (or need for assist-
ance or remedial action) exists to the extent that available resources fall short of
needed total expenditures. There is no substitute for a definition of poverty which
takes into account all of the relevant factors on both sides of the family’s budget.

6. MEASURING THE EXTENT OF POVERTY

If the extent of poverty is to be measured statistically, there are two possible
procedures. The first is to make a case-by-case investigation of an appropriate
sample of consumer units determining resources and need in each case. The second
is (a) to stratify the statistics on income distribution by family type, city size,
geographic area, occupation, income in adjacent years, health, etc.; (b) to adopt a
needed total expenditure for each subgroup aceording to some acceptable stand-
ard; and (c) to include among the poor those whose money incomes fall short of
the needed expenditure. To the best of my knowledge, neither of these methods
has been employed systematically, and so we are without reliable information on
the extent of poverty. .

Recommendation.—As a first step in the study of poverty, an effort should
be made to find out the extent of poverty as defined above. Of the two
methods suggested, the first is to be preferred because it permits consideration
of individual eircumstances in determining whether poverty actually exists
in any given family.

7. DEFINITION OF NEED

Before one can measure the extent of poverty, it is necessary to determine the
minimal amount of total expenditure which is to be considered adequate for each
class of families. This, of course, involves a value judgment as to what level of
expenditure or consumption may be regarded as minimal. There are no useful
objective criteria for ascertaining this amount. At any time, different persons
(even well-informed persons) will choose quite different amounts; and the same
persons will choose different amounts at different times. In particular, as our
national productivity rises, our conception of the poverty line also rises. What
was once regarded as a satisfactory level of living is today regarded as abject
poverty; and an adequate level by today’s standards may be regarded as hope-
lessly unsatisfactory tomorrow.

The selection of appropriate minima, is also complicated by the fact that we may
get different results depending on point of view. If we define adequacy in terms
of some minimal amount of consumption which an observer (presumably a middle-
class well-educated observer) thinks a family ought to have, we may get quite a
different result from what we would get if we consulted the family itself. It can
be argued that poverty is a psychological state—that only those people are poor
who think they are poor, and those well off who think they are well off. On this
basis, many families of very low income might well be classed as well off, and
many families in the middle-income brackets might be classed as poor.

In the last analysis, the conception of poverty which is effective in our society
probably represents a widely prevailing social attitude on the part of middle-class
persons as to the minimal level of consumption which is considered essential to
support a family of a given type and circumstances in a state of health, decency,
reasonable opportunity for children, and reasonable comfort. Such a conception
is bound to be relative to the prevailing standards of the middle class—which in
turn are strongly influenced by the actual level of living attained by that class.
Hence, given the distribution of income in our society, the percentage of families
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regarded as below the poverty line is likely to remain about the same regardless
of increases in the average level of income and consumption.”
-Dr. Dorothy S. Brady has illustrated the relativity of family budgets as follows:

“Between 1900 and 1910, the estimates of the cost of a budget for 5 persons
ranged between $600 and $1,000 and the corresponding average incomes of wage-
earner families ranged between $400 and $900. At the present time the costs of
the workers’ budgets prepared by the Bureau of Labor Statistics and the Heller
committee range above $3,000 and exceed the median incomes of wage-earner
families reported by current studies of income distribution. The cost of minimum
family budgets per capita has tended at all times to equal 60 to 70 percent of the
national income per capita.” 8 )

In practice, minimal consumer budgets are constructed for the guidance of social
workers in the administration of various public-assistance programs, for use in the
selection and weighting of prices to be included in consumer price indexes, and
as guides in the setting of wages or in negotiation on wages. The budgets vary, of
course, according to the uses to which they are to be put and according to the
predilections of the workers compiling the budgets. Sometimes the budgets re-
late only to families of certain sizes and age composition (the family of four being
a special favorite), and commonly they relate only to large cities. Little system-
atic effort has been made to construct minimal budgets for various classes of
families living under various conditions. o

The leading current official estimate of a minimal family budget is that com-
piled for 34 large cities by the United States Bureau of Labor Statistics. In de-
scribing this budget, the Bureau states: ?

“The budget includes food, clothing, housing, medical eare, transportation,
other.'goods and services, and an allowance for other essential needs such as
taxes, insurance, union dues, and charity donations. * * * The budget repre-
sents the estimated cost in dollars for a city worker’s family of four persons to
maintain an adequate level of living according to prevailing United States stand-
ards of the needs for health, efficiency, nurture of children, and participation in
community activities. Tt is neither a subsistence nor a luxury budget. It pro-
vides a modest but adequate American standard of living based upon the kinds
and quantities of goods that workers actually select * * *. The type of family
chosen—in some respects an arbitrary choice—consists specifically of four per-
sons living in a separate house or apartment. Family composition is an employed
father aged 38 years, a housewife of 36 not gainfully employed, a boy-of 13 in
high school, and a girl of 8 in grade school. . Although detailed budget studies
have not been made for families of sizes other than four persons, the Bureau has
prepared scales for determiuning equivalent incomes for families of varying sizes
at the same level of living * * *.  For example:

Percent of
cost for 4
persons
2-person family . _ e 66
3-person family - - . oo 84
5-person family _ _ _ L emmmaaaee 114
6-person family . - _ e 128”

Table 1 presents the BLS city worker’s budget, by cities, for various dates
betiveen 1947 and 1951. In 1951, the total budget ranged between $3,812 and
$4,454 in the various cities studied. The average was $4,164. This compares
with the mean family income in 1951 of about $4,900.1

. 7 A‘;‘n efxlception may occur in periods of deep depression when standards are affected by previously achieved
evels of living. .

8§ Dorothy S. Brady, Scales of Living and Wage Earners’ Budgets, Annals of the American Academy of
Political and Social Science, March 1951, pp. 35-36. .

v Bureau of Labor Statistics, Handbook of Labor Statistics, 1950, p. 121.

10 This was computed by adjusting the Department of Commerce figure for 1950, $4,460, on the basis of
the change in personal income and population between 1950 and 1951. See United States Department of
Cogmerce, Income Distribution in the United States, Survey of Current Business (Supplement), 1953,
p.
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TaBLE 1.—Ciity worker’s budget for family of 4 persons, 34 large cities, United States,
selected periods, 1947-511

City June 1947 | October 1949 | October 1950 | October 1951

Atlanta...________ e L $3, 240 $3, 613 $3,833 $4,315
Baltir_nore“. 3,345 3,648 3,773 4,217
gham__ 3,338 3,451 3,720 . 4,252
Boston.... 3,391 3, 589 3,807 4,217
Buffalo.. 3,180 3,488 3, 668 4,127
Chicago'_. 3, 369 3, 605 3,745 4,185
Cincinnati_ . 3,202 3, 599 3,733 4,208
Cleveland .. 3,282 3, 461 3,630 4,103
Denver. .. 3,253 3, 553 3,739 4,199
Detroit 3,381 3, 562 3,750 4,195
Houston 3,094 3,605 3,875 4,304
Indianapolis 3,181 3,401 3, 599 4,044
Jacksonville_.. 3,224 3,633 3,777 4,202
Kansas City.. 3,003 3,336 3,524 3, 960
Los Angeles.._ 3,333 3,630 3,789 4,311
Manchester. 3,216 3,399 3,658 4,090
Memphis___ 3,305 . 3,585 N 4,190
Milwaukee.. 3,410 3,645 3,933 4,387
Minneapolis 3,387 3,512 3,718 4,161
obile._.___ 3,364 3,343 , 507, 3, 969
New Orleans 3,092 3, 295 3,453 3,812
New York. . 3,430 3,458 3,649 4,083
Norfolk..._. 3,338 3,522 3,716 4, 146
Philadelphia_. 3, 286 3, 558 3,699 4,078
Pittsburgh_._... 3,378 3, 530 3,779 4,203
Portland, Maine.. 3, 286 3,392 3,622 4,021
Portland, Oreg__ 3,251 3,425 3,690 4,153
Richmond..__._ 3,315 3,663 3,890 4,338
St. Louds...._. 3,325 3,471 3, 639 4,112
San Francisco. 3,399 3,654 3, 808 4, 263
Savannah___ 3,240 3,318 3, 557 4,067
Scranton. . 3,249 3,358 3. 598 4,002
Seattle ... 3,475 3, 582 3, 808 4,230
‘Washington, D. C 3, 546 3,773 3, 926 4,454

! Source: Bureau of Labor Statistics, Handbook of Labor Statistics, 1950, p. '122; ibid., 1951 supplement,
p. 43. The data have not been gathered since 1951. The consumer price index has increased from 111.0 in
1951 t0 114.9in 1954. Presumably, therefore, the budgets in 1954 would be almost 3.5 percent higher in 1954

. than in 1951.

The Heller Committee for Research in Social Economics, (University of
California) prepares family budgets for the San Francisco Bay area !l relating to
families of ‘‘salaried junior professional and executive workers,” and of “wage-
earners.” In each case, the family group is assumed to be a man, woman, boy of
13, and girl of 8. The Heller committee states that its budgets “* * * attempt
to. measure the cost of maintaining the commonly accepted standards of living of
families in two different occupational groups. The difficulty of defining this
concept precisely * * * has been pointed out many times. There is, however,
general agreement that the budget items should be determined by conventional
and social” a5 well as biological needs. The Heller committee has attempted to
describe the ‘commonly accepted’ standard of living as the sum of these goods and
services that public opinion currently recognizes as necessary to health and
reasonably comfortable living. The term ‘necessary’ as used here includes far
more than a minimum of physical needs. It represents what men commonly
expect to enjoy, what ‘is urgently desired and striven for, special gratification
attending substantial success and substantial failure yielding hitter frustration.’ ”” 12

With this criterion, the budget for a salaried-worker family in September 1954
was $7,979.98; for a renting wage earner, $5,335.19; and for a homeowning
wage earner, $5,628.59.12 Doubtless most people would regard these amounts as
well above the poverty line,

Many other budgets currently used in the administration of relief, the setting
of wages, and the construction of price indexes could be cited. To do so would
merely add a great variety of figures, each perhaps useful in its own way, without
contributing much to establishing one specific minimal standard for each type of
family and each type of geographic area.

1t Quantity and Cost Budgets for Two Income Levels, University of California, 1954,

13 Ibid., pp. 5-6.
13 Ibid., pp. 1-3.
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‘The conelusion is simply that we do not have any authoritative or generally
accepted standards of need for families of various types, locations, and circum-
stances. Such standards inevitably fall within the realm of value judgment.
rather than of objective fact. This being so, it is unlikely that we shall ever have
a single-agreed-upon standard of minimal need for families of each class. Never-
theless, if we wish to measure the extent of poverty, or to take measures to prevent
or relieve it, it is surely desirable to define poverty so that we can know when and
where it exists. Any such attempt at definition is bound to be arbitrary. In
defense of arbitariness, it can be said that the only alternative is vagueness of a
kind that is bound to produce loose thinking and breakdown of communication
among those who are concerned to mitigate one of America’s significant social
problems. .

Recommendation.—That efforts be made to construct reasonable estimates
of need for each of several types of families according to age, size, health,
occupation, geographic area, city size, ete. With such estimates, it would
be possible to identify the “poor’” by comparing available resources with
need. As suggested above, this might be done on a case-by-case basis or by
comparing need for various classes of families with income. distributions
similarly stratified.

8. SOME CRUDE INbICATORS OF THE EXTENT OF POVERTY !

While there are no precise data on the extent of poverty in the United States,
there are abundant indications that substantial poverty exists.!® The following
number of persons were receiving public assistance (involving the means test)
from Federal-State programs in September 1955: 19

) In thousands
Old-age assistance _ _ . e 2, 553
Aid to blind - - - - e 104,
Aid to dependent children_ .. _________ 2,191
Aid to the permanently and totally disabled . _ ___ ... _______._ 241
General assistance (BRSES) e m e o 290

Since the budgets on which these grants are made are seldom munificent, it is
reasonable to conclude that most of these people are poor by any reasonable
standard, even after receipt of the grants. Also in September 1955 the average’
weekly number of beneficiaries of unemployment insurance was 763,275, and
the number of families receiving monthly benefits under old-age and survivors
insurance was 7,796,000 By no means all of these persons are poor, but it is
safe to say that a large number of them are. Another evidence is provided by.
data on housing. The census of 1950 listed 6,720,000 dwellings (about half
rural) with no running water, 4,339,000 dwellings in dilapidated condition,
2,687,000 without electric lights, and 2,608,000 in which there was more than
1.5 persons per room.’® Still another indication is provided by wage statistics.-
According to a 1953 tabulation (see table 4) 10.1 percent of production workers
in manufacturing industries received less than $1 per hour (or $2,000 per year
on al.ir)l annual basis assuming full employment during 50 weeks at 40 hours per
week). - ;

1

1 A useful roundup of information pertaining to the extent of poverty may be found in Joint Committee
on the Economic Report Characteristics of the Low-Income Population and Related Federal Programs,
op. cit. . .

18 Thid. p. 3.

18 Social Security Administration, Department of Health, Education, and Welfare.

17 Thid.
18 Statistical Abstract of the United States, 1953, pp. 774-775.
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TABLE 2.—Estimated distribution of production workers in manufacturing industries
by straight-iime-average hourly earnings,! United States, April 19542

Annual equiva- Number of
. . lent, assum- workers | Percent of
Average hourly earnings ! (in cents) ing 50 weeks (in thou- work
‘at 40 hours sands) rkers
per week

Under 75 23 0.2
75andunder 80 ... _________ $1, 500~ 1, 600 357 2.8
80and under 85 ... _____.____ 1, 600~ 1, 700 195 1.5
85and under 90 ... ___ 1, 700~ 1, 800 242 1.9
90 and under 95. ... .. .__ 1,800~ 1, 900 252 2.0
95and under 100_...______.___.____ 1, 900- 2, 000 213 1.7
100 and under 105..._______________ 2,000~ 2,100 374 3.0
105 and under 110. .- ____..__________._ 2,100~ 2,200 |. 269 2.1
110andunder 115..___.___._____..____. 2, 200~ 2, 300 318 2.5
5andunder 120 ... ______________ 2, 300~ 2, 400 275 2.2
120and under 125._______________________ 2, 400- 2, 500 305 2.4
125and under 130.___.___________________ 2, 500~ 2, 600 370 2.9
130 and under 185._________._____________ 2, 600~ 2, 700 354 2.8
185andunder 140___.______________________ 2, 700~ 2, 800 364 2.9
140and under 145_ ... ______________________. 2, 800~ 2, 900 379 3.0
W5andunder 150 ... ______________________ 2, 900- 3, 000 382 3.0
150and under 155_ ... _______________________ 3, 000~ 3, 100 498 4.0
155and under 160_ .. _______________________ 3, 100~ 3, 200 447 3.5
160 and under 165. 3, 200~ 3, 300 523 4.2
165 and under 170. 3, 300~ 3, 400 478 3.8
170 and under 175_.______________________________.._._. 3, 400~ 3, 500 482 3.8
175andunder 180_ ... ________________________________ ... 3, 500- 3, 600 477 3.8
180and under 185 ____________ . ____ ... 3, 600~ 3, 700 427 3.4
185andunder 190_ .. _______._.___________ ... 3, 700~ 3, 800 515 4.1
190andunder 195_ . . . _____________ . 3, 800~ 3, 900 457 3.6
195andunder 200._..________._______________________ " 3, 800~ 4, 000 491 3.9
200andunder 205______________ . __________________________.. 4,000~ 4, 100 422 3.4
205and under 200 _.________.______.________.______ """ 4, 100~ 4, 200 357 2.8
210andunder 215_ ... ___ 17" 4, 200~ 4, 300 304 2.4
215andunder220..._..________.____ . ... 4, 300~ 4, 400 269 2.1
220and under225. .. ___ ... ____ . _ ... 4, 400~ 4, 500 227 1.8
225andunder 230...._._______.______________________________ 4, 500~ 4, 600 224 1.8
230andunder 235 ... ____ ... ___________________ " 4, 600- 4, 700 176 1.4
235 and under 240____.____ 4, 700~ 4, 800 134 1.1
240 and under 245. ... 4, 800~ 4, 900 121 1.0
245and under 250___._..____ 4, 900~ 5,000 115 .9
250 and under 260. ... ___ 5,000~ 5, 200 210 1.7
260 and under 270____....___ 5, 200~ 5, 400 130 1.0
270 and under 280__.__._..__ 5, 400~ 5, 600 99 .8
280 and under 290_____......____ 5, 600~ 5, 800 7! .6
290 and under 300.. 5, 800~ 6, 000 .4
300and Over. ... ...l oo 208 1.7
Total. 12, 590 100.0

! Excludes premium pay for overtime and for work on weekends, holidays, and late shifts,
2 Source: Factory Workers’ Earnings, Bulletin No. 1179, Bureau of Labor Statistics, U. S. Department
of Labor, April 1954,

TaBLE 3.—Median annual wage or salary income of persons 14 years of age and
over, by magjor occupation groups !

Professional, technical, and kindred workers_ . _ ___.__________________ 33, 819
Farmers and farm managers______________________________________~ 473
Managers, officials, and proprietors (except farm)___._________________ 4, 399
Clerical and kindred workers_____.___________ . ______________"""""" 2, 614
Sales workers_ . ___________._._________________________ T~ 2, 399
Craftsmen, foremen, and kindred workers_._______________________"°" 3,717
Operatives and kindred workers. ___________________________________ 2,752
Private household workers______________________________________ - 439
Service workers (except private household)_______________________ " 1, 737
Farm laborers and foremen_.______________________________________ 816
Laborers (except farm and mine) . __________________________________ 2, 229

1 Source: Statistical Abstract of the United States, 1954, p. 318.

The existence of low wages is also revealed by data on median wage and salary
income by occupational groups. (See table 3.) In interpreting these data, it
should be noted that half the workers in each occupational group have earnings
-of less than the specified amount. (However, low wages do not necessarily
connote poverty, since many families have more than one worker.)
It should be noted in passing that minimum wage legislation does not effectively
meet the problem of low wages. The present minimum wage of $1 per hour
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yields a full-time annual income of $2,000. In a sizable urban family with only
one wage earner, this may be below the poverty line. Even in a family with two
full-time wage earners the minimum wage still does not provide a magnificent
living. Inany case, in 1953 only about 62 percent of all workers were covered by
Federal or State minimum wage laws.

9. CAUSES OF POVERTY

Poverty is basically a deficit in the relationship between available resources
and the need for expenditure. The causes of poverty, then, may be considered
in two groups: Factors contributing to smallness of resources, and factors con-
tributing to largeness of need.

A. Factors contributing to smallness of resources

1. Low wages for employable persons: (a¢) Low produectivity: Low native
intelligence; impaired physical health or strength; personality defects such as
unreliability, uncooperativeness, neurotic tendencies, drunkenness, criminality,
etc.; old age; lack of education and fraining; low culfural level or inability to
assimilate American cultural traits. The widespread incidence of these character-
istics is suggested by the following facts:

“On an average day of the year, about 4 million persons between the ages of 14
and 64 are too sick or otherwise disabled to go about their usual pursuits—in jobs,
at home, or at school. About half of these have been disabled 7 months or more.
These members do not include patients in mental, tuberculosis, or other hospitals.
The number of disabled persons is increasing and probably will continue to in-
crease as more and more of the population live to reach middle and later ages.’”” ¥?

It bas been asserted that 7,500,000 persons (in addition to the 700,000 confined
to hospitals) ‘“‘suffer from some form of mental illness severe enough to prevent
them from holding jobs or carrying out household duties.”” 20 In 1950, 12,370,000
persons or 8 percent of the total population were 65 years of age or over.2!

In the same year, more than 10 percent of the persons 25 years of age and over
had completed less than 5 years of school.22 Large numbers of immigrants have
entered the United States—in recent years, the most numerous being Mexicans
and Puerto Ricans, many of whom have not fully assimilated our culture.

(b) Lack of geographic mobility in response to persistent wage differentials:
Inadequate knowledge of alternative opportunities; high costs of moving; and
inertia.

(¢) Lack of mobility between occupations or industries: Discriminatory barriers
against workers of certain races, nationalities, religions, and social origins; inade-
quate knowledge of alternative opportumtles lack of opportuity for retraining;
discrimination against older workers or against women; and inertia.

(d) Weakness of bargaining power.

2. Unemployability: Some families have no member who is sufficiently pro-
ductive to be a part of the labor force. The reasons are the same (in aggravated
form) as the above reasons for low wages due to low productivity: low native in-
telligence, impaired physical health or strength, personality defects, old age,®
lack of education or training, and low cultural level or failure to assimilate Ameri-
can cultural traits.

3. Family responsibility: In broken homes, and in families in which the head is
ill or incompetent, the only potential breadwinner may be prevented by family
responsibilities from entering the labor force, or entering on a full-time basis.
For example, in 1952 there were about 1,508, 000 families having a female head.
Within these families were nearly 4 mllhon chllden 24

4. Unemployment: (@) Structural unemployment due chiefly to changes in
demand and technology in particular industries or particular areas and to lag in
the reassimilation of unemployed workers. (In cases of low mobility, these lags
may be of considerable length.) At present, widespread structural unemploy-
ment exists in the coal-mining and textile industries.?

19 U, 8. Department of Health Education, and Welfare, Social Security Admmlstratlon, Social Securlty
in the United States, 1953, p. 1

% New York Times magazme February 20, 1955, p. 13, This estimate is attributed to Dr. Robert H.
Felix, Director of the National Institute of Méntal Health,

21 Statistical Abstract of the United States, 1953, p. 31.

22 Statistical Abstract of the United States, 1953, p. 115.

23 On the problems of old age see Floyd A’ Bond and others, OQur Needy Aged: a California Study of a
National Problem, Henry Holt & Co., New York, 1954.

34 Statistical Abstract of the United States 1953, p. 52.

25 See hearings before the Joint Committee on the Economie Report, January 1955 Economic Report of the
President, 84th Cong., 1st sess., statement by Leo-Fishman, pp. 263-265; statement of Solomon Barkin, pp.
266—292 Seymour E. Hams, The Problems of Older Economic Regions in a8 Dynamic World, pp. 292-303.

R
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* (b) Cyeclical unemployment due to failure of aggregate demand.

(¢) Irregular employment due to variations in markets or to seasonal changes.
Theoretically, in the long run, wage differentials would compensate for such irregu-
larity, or productive uses of spare time would be devised. II)n practice, it is doubt-
ful if these correctives work out fully and so seasonal and irregular employment
may be ¢ real cause of poverty.

5. Crop failures, low agricultural prices, inadequate agricultural capital, and
other factors contributing to low farm income.28 . ) ’

6. Lack of motivation: Doubtless some people are poor merely because they
choose to be poor—at least, do not care to make the sacrifices to be well off. We
sometimes ¢all such people lazy or shiftless. o

7. Loss of money savings and other assets through fraud, theft, gambling, fire,
flood, bank failure, company failure, stock-market decline, mortgage foreclosure,
ete.; or depreciation of money savings through inflation.

B. Faclors contributing to largeness of need. : .

1. Large families: large numbers of children or other dependents. In 1952,
there were 4,226,000 families of 6 persons or more.?” . .

2. Costs relating to illness. .

3. Other unusual expenses such as legal costs, repair of damage from flood or
fire, costs of moving, payment of debts, etc.

4. Inefficient household management—extravagance and waste.

5. Addiction to alcoholic beverages or narcotics.

10. A NOTE ON FARM POVERTY

" A very special and unique type of poverty in the United States is that found
among farmers. Surprisingly little attention has been given to rural poverty,
either in studies of social problems or in social legislation. Most farm and social-
welfare legislation almost completely bypasses the problem. In particular, price-
support legislation fails to meet the problem because the commercial marketings
of most poor farm families are very small in amount.

In nearly all parts of the country, even in some of the rich agricultural areas,
there are farm families who, by any standard, can be called poor. But the unique-
ness of the problem of farm poverty lies in the fact that there are vast areas of
the United States, particularly in the southern mountain regions, in which rural
poverty is both extreine and widespread. When poverty becomes general through-
out whole communities and whole regions, it hecomes doubly devastating because
of its adverse effects upon educational opportunities, cultural levels, community
life, and opportunities for migration. Under such conditions poverty becomes
self-perpetuating for whole communities.

Two recent estimates of the extent of rural poverty have been made, one by
W. E. Hendrix and the other by William H. Nicholls. In both of these estimates,
an attempt has been made to separate that rural poverty which is due to old age,
broken families, illness, etc., from that which is due solely to low productivity
when the head of the family is an adult male under 65 years of age. The Hendrix
estimate for 1949 is as follows (000 omitted): 28

United States '
total South Non-South

Number of farm families reporting family income under $1,000_ 1, 366 976 390

Number of low-production farms not reporting income........ 304 194 110

Al farm families with income under $1,000__.______.____. 1,670 1,170 500
Less farms of classes I, II, or IIT; those with operators 65
years of age and over; estimated number with female opera-
tors; and estimated number with physical or mental disa-

DAEIES . o o e e oo me e cm e mmeen 670 370 300
Number of farm families with able-bodied male opera-

tors reporting income under $1,000_ .. . . ... 1,000 800 200

Nicholls has estimated that there were in 1949 ‘“‘about 1.25 million complete
farm-operator families with able-bodied male heads in their more productive
vears, which had cash income from all sources of less than $1,500; and 0.8-0.9
million of such families with cash incomes under $1,000 * * *  Of all such farm
families with cash incomes from all sources of under $1,000, 71 percent were in

26 For a disciission of farm poverty, see sec. 10 of this report.

27 Statistical Abstract of the United States, 1953, p. 52. X

2 Hearings before the Joint Committee on the Economic Report, January 1955 Economic Report of the
President, 84th Cong., 1st sess., January 24-February 16, 1955, pp. 654-655.
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"the South * * * We may conclude that the low-production family problem is
primarily centered in the Southern States.” 2°
The question of why some whole areas of the country have been left behind in
the march of economic progress is not fully understood. A thoughtful and sug-
gestive statement of the problem is to be found in an article by Theodore’ W.
Schultz, Reflections on Poverty Within Agriculture.?® Professor Schultz advances
the hypothesis that what we call rural poverty is due primarily to the fact that
some areas have not participated in the general economic development of the
country. It is not due, he says, to differences in the physical characteristics of the
land or to differences in native abilities of the people. Rather, he argues, the
retarded areas are those which are located away from the main stream of economic
development, which, therefore, have been unable to benefit from the economic
progress growing out of that development. Because of their remoteness, people
in these areas have not been able to enjoy the markets (fluid milk and produce,
for example) associated with large industrial areas, and they have not been able
to migrate easily to these areas because of cost, difficulties of adjustment to urban
life, and lack of knowledge of opportunities. Schultz accounts for the problem
primarily in terms of physical and social distance. He, and most writers on the
problem, emphasize its cumulative nature 3!

11. PRESENT REMEDIES FOR THE UNDERLYING CAUSES OF POVERTY

To meet the problem of poverty in the United States, many private and public
programs have been adopted. These may be divided into two groups: (1) Those
intended to remedy the underlying causes of poverty, and (2) those intended to
relieve poverty when it occurs or is likely to occur. The fellowing is an outline
of the many measures now in effect which are intended to remedy the underlying
causes of poverty.® No judgment is here expressed on the appropriateness or

_effectiveness of these measures. (The topic numbers in this outline correspond
to those in the section above on causes of poverty.)

A. Measures designed to overcome factors contributing to smallness of resources

1. (@) To meet the problem of low wages or unemployability due to low pro-
ductivity.

Remedies relating to health: Public and private health services, services for
crippled children, services for maternal and child health, medical research, grants-
in-aid to support health services in poorer local areas, public and private pro-
motion of safety, health education, vocational rehabilitation.

Remedies relating to personality defects: Public and private psychiatric ana
counseling services, psychiatric research, Alcoholics Anonymous, improved care
and treatment of ecriminals.

Remedies relating to old age: Efforts to find suitable employment for older
workers, removal of discrimination against older workers, seniority and tenure
provisions, research on geriatrics.

Remedies relating to educational deficiencies: Free public education, raising
school-leaving age, public and private training programs, grants-in-aid to support
education in poorer areas. '

Remedies relating to cultural level and assimilation: Education of children
and adults, control of immigration. .

(b) To meet the problem of low wages due to lack of geographic mobility:
Employment services and labor exchanges, resource development in poorer areas,
active recruitment of labor by business firms, minimum wage legislation, com-
pulsory military service, movement of private industry to low-wage areas, prefer-
ence to areas of surplus labor in the award of public contracts and in tax pro-
visions.

(¢) To meet the problem of low wages due to lack of mobility between occupa-
tions or industries: FEPC and other public and private measures intended to
reduce racial and religious discrimination, employment services and labor ex-
changes, public and private training programs, removing discrimination against
women.

% Ibid., p. 658. ‘

3 Journal of Political Economy, February 1950, pp. 1-15. Also reprinted in hearings before the Subcom-
mittee on Low Income Families of the Joint Committee on the Economic Report, Low-income Families,
81st Cong., st sess., December 12-22, 1949, pp. 322-332. .

31 For other valuable accounts of rural poverty in the southern Appalachians, see statement of Frank J.
Welch, hearings before the Joint Committee on the Economic Report, January 1955 Economic Report of
the President, 84th Cong., 1st sess., January 24-February 16, 1955, pp. 644-652; and Underemployment of
Rural Families, Joint Committee on the Economic Report, joint committee print, 82d Cong., 1st sess.

3 Of. Selected Government Programs Which Ald the Unemployed and Low-Income Families, Joint
Committee on the Economic Report (Joint Committee Print) 81st Cong., 1st sess., 1948,
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(d) To meet the problem of low wages due to lack of bargaining power: Labor
unions, labor legislation affecting the activities of unions, minimum-wage
legislation.

2. To meet the problem of unemployability: See 1 (a) above.

3. To meet the problem of low income or lack of income due to family responsi-

“bility: Public and private institutions for the care of chronic cases and incom-
petents, child care centers for the children of working mothers.

4. To meet the problem of unemployment:

(a) Struectural unemployment: See 1 (b) above.

() Cyclical unemployment: General economic stabilization policies.

(¢) Irregular employment: Overcoming seasonal variations in private industry
by diversifying products, storing, ete., encouraging or assisting workers to acquire
small acreages, guaranteed annual employment or wage.

5. To meet the special problem of farm poverty: Price supports, guarantied

" loans and loans at low interest rates, crop insurance, agricultural education and
research, encouragement of soil conservation, reclamation and irrigation.

* 6. To meet the problem of lack of motivation: Advertising, sales promotion,

. edueation in all its forms. :

7. To meet the problem of loss or depreciation of savings: General economic
stabilization, regulation of financial institutions and financial practices, deposit
insurance, private fire and casualty insurance, .regulation of gambling.

B. Measures designed to overcome factors coniributing to largeness of need.

1. To meet the problem of large families: Education in birth control.

2. To meet the problem of large medicai costs: See A 1 (a) above.

3. To meet the problem of other unusual expenses: Legal aid, private insurance,
disaster relief.

4. To meet the problem of inefficiert household management: Advertising,
consumer education, education in household management.

5. To meet the problem of addiction to alcohol and narcotics: Control and
taxation of aleoholic beverages and narcotics, public and private psychiatric
and counseling services, psychiatric research, ete.

12. PRESENT MEASURES FOR THE RELIEF OF POVERTY

In addition to the measures described above which are intended to prevent the
occurrence of poverty, there are also numerous measures designed to relieve
poverty when it occurs. These measures are listed in the following outline and
the more important ones are described in the appendix to this report. (Again,
no judgment is expressed on the effectiveness or appropriateness of these
measures.)

A. Measures designed to relieve poverty in old age
1. Old-age and survivors’ insurance.
2. Other governmental retirement plans:
(a) Railroad retirement.
(b) Armed Forces retirement,
(c) Federal civil-service retirement.
(d) Retirement plans of some State and local governments.
3. Old-age assistance.
4. Private retirement plans.
5. Private insurance.

B. Measures designed to relieve poverty associated with broken families

1. Old-age and survivors’ insurance. .

2. Other governmental programs providing benefits for survivors:
§a) Railroad retirement.
b) Veterans’ program.
(¢) Federal civil-service retirement.
(d) Retirement plans of some States and local governments.
(e) Workmen’s compensation.

3. Aid to dependent children,

C. Measures designed to relieve poverty associated with physical or mental disability
1. Workmen’s compensation.
2. Disability benefits for veterans.
3. Other governmental programs providing benefits for disabled persons:
(a) Railroad retirement, - .
(b) Federal civil service retirement.
(¢} Retirement plans of some State and local governments,
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4, Programs for temporary disability:
(a) California, Rhode Island, New Jersey, New York.
() Railroad Unemployment Insurance Act.
5. Public assistance to the permanently and totally disabled.
6. Aid to the blind.
7. Public and private hospitals and institutions for the care of persons with
physical or mental disability.
8. Private health insurance.

D. Measures designed to relieve poverty associated with unemployment
1. Unemployment insurance. :
2. Railroad unemployment insurance.
3. Veterans’ readjustment allowances (terminated 1952).

E. Other measures to relieve poverty
1. General assistance to needy persons not adequately relieved by the above.
2. Subsidized housing.
3. School-lunch program.
The impact of many of these measures is summarized in table 4 which shows the
number of persons receiving benefits and the total amount of benefits paid in 1952.

-TaBLE 4.—Persons receiving payments and amount of such payments under social
insurance and related programs, 19521

Average
monthly Annual
number of amount of
persons payments
receiving (i]ilomﬁl-
payments ns
Old-age benefits:
Old-age and survivors insurance._ .. icemenenna- $3, 187,300 $1, 613
Railroad retirement. . _______.______ 268, 600 267
Federal civil service and other Federal_ 215, 300 369
State and local government retirement_ 250, 000 300
Veterans’ programs__ ... _.___._.. 78, 400 87
Old-age assistance. . _ 2, 635, 000 1,468
Private pension plans . emmmamama————as ® @)
Survivorship benefits and aid to dependent persons:
Monthly survivorship benefits:
0ld-age and survivors inSUrance. .. ieicemamemmaean 1, 484, 600 616
Railroad retirement_ _ — 149, 900 74
Federal civil-service. .o 40, 000 20
State and local government retirement 44,000 30
Veterans’ Programs. ..o coeovoemmamaooon 1, 044, 200 573
Workmen’s compensation_. @ 65
Lump-sum survivorship payments:
Qld-age and sUrvivors INSUranCe. - oo oeaal (® 63
+ Railroad retirement_______ .o oo @ 14
Federal civil-service and other Federal_ ) 9
State and local government retiremen (O] 30
Veterans’ programs._._ ) 15
Aid to dependent children____________ ... 1, 991, 000 542
Disability:
Workmen’s compensation_ .o [©)] 475
Veterans’ programs.__.. 2,343, 900 1,635
Railroad retirement_ ___ . oo 80, 300 94
Federal civil-service and other Federal _...._. 116, 500 211
State and local government retirement___ o 38,000 30
State programs for temporary disability. - R 75,000 165
Railroad temporary disability insurance...... _— 31, 500 35
Aid to the permanently and totally disabled.. - 161, 000 82
Aidtothe blind_ ..o o o aioaioa - 98, 000 60
Services for maternal and child health and crippled children. ——- (6] 336
Child welfare services._ - ... s ® 3105
Vocational rehabilitation (number in process) 4133,173 333
Hospitals (average census of patients in public and priv. 81,309,377 @
Unemployment:
State unemployment INSUTanCe. . .. oo iieoe 873, 600 998
Railroad unemployment insurance X 42
Veterans’ unemployment allowances and self-employment ajlowances. . - 15,200 4
General assiStance (CASES) - .o - i oo memocaceemmoeiaaaan 280, 000 172

1 Source: U. S. Department of Health, Education, and Welfare, Social Security Administration, Social
Security in the United States, U. S. Government Printing Office, Washington, 1953, pp. 67-68.

2 Not available.

3 Statistical Abstract of the United States, 1954, p. 257.

¢ Ihid., p. 290. - Refers to 1953. -

¢ 1bid., p. 88.

69848—55——4
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Some of the more important of these measures are cooperative Federal-State
programs, among-these, unemployment insurance, old-age assistance, aid to the
blind, aid to dependent children, and aid to the permanently and totaily disabled.
These programs are administered by State and local governments. The condi-
tions of eligibility and the amount of benefits are determined by State and local
authorities under the general rules and supervision of the Federal Government.
The residual program, general assistance, which is intended to take care of needy
persons not adequately covered by other programs, is solely a function of State
and local government. Because of this decentralization, these programs are by
no means uniform throughout the country. The degree of. difference is suggested
by the data in tables 5 and 6 on average payments to recipients and on propor-
tion of population receiving assistance by States. The range of variation in
average payments is as follows:

TaBLE 5.—Average payments to recipients under selected social insurance and
related programs, by States, June 1955 1

Average Aid to
. per-
‘gggle%% Old-age | Aid to the degé(ril(ignt manently General
State for total ?ssistta]:)lc% ; blirtlﬁl1 ) children ar(nid t(;)tlagy (assisbﬂlc)e
_ | {monthly) | (monthly ol disable monthly) 3
une;;%gltoy (monthly) (monthiy)
Alabama. ... ... $18.40 $35, 44 $35.32 $11.34 $35.85 $23.94
Alaska.... - 33.67 63.78 63. 57 25.96 50. 87
Arizona...._._.. 21.34 55. 87 63.89 24. 68 43.25
Arkansas. .. - 18.25 33.77 40.51 14.70 15.43
California. 24,06 67.05 84. 50 37.50 51.46
25,81 85.10 66. 87 3 X
27.17 85.01 90. 20 2
21. 56 39.92 62. 54 X
18.49 53.69 59.34 5
17.85 46.31 49.04 .
19.32 37.81 42.97 N
21. 50 48.24 55. 68 .
23.29 54.83 61,30 3
25, 64 61.93 68. 59 3
24. 89 48.51 58. 59 .
22.42 57. 59 73.47 .
24.05 65. 85 73.28 .
22. 56 35.38 37.11 .
22.36 50,97 49.79 .
19.18 46.38 50. 44 .
Maryland__._____ 25,49 45.20 51.85 23.71 53.47 53.48
Massachusetts. ... 24,95 77.31 93.81 38.08 100. 35 55. 44
Michigan__.__...__. 29.73 55.70 63. 49 32.75 71.85 64. 11
Minnesota.__......_ - 22,65 66. 38 128,12 35.47 54.82 56.46

Mississippi-cauoao_. 19. 24 27.90 34.55 6.10 24. 60 12. 69
Missouri-_.......__ 21.46 49. 59 55.00 19.33 51.91 39.93

........... 20.47 57.93 64.89 29.98 63.65 24.38
___________ 23.74 50.30 58.07 26.15 [ 41,89
___________ 30.13 57.46 78,10 b | 34,23

21.35 59.03 63. 67 35.07 73.24 46. 59

28.49 68.53 69,31 - 35.33 80.36 77.21

24.49 31.90 35.38 18.85 3121 26. 59

26. 95 79.07 88.03 38.01 83.32 78.06

17.15 31.74 40.71 16.47 37.70 20.41

25.84 62.83 65.92 31.35 68. 28 42.06

29.01 58.23 56. 91 24.93 49,82 51.07

Oklahoma. . 23.90 61.48 73.70 23.29 58.70 [oooeoo.
Oregon____.._._.______ 22.83 64. 96 73.40 33.80 74. 90 49. 26
Pennsylvania..._____. 26.68 45.73 50. 90 27.45 53.45 68. 94
Puerto Rico. ... .| 7.86 7.80 3.03 8.61 15.43
Rhode Island_._______ 23. 54 59. 44 72.82 32.42 75.83 67.12
South Carolina....._. 18. 56 32.50 38.02 12.26 31.73 22.73
South Dakota._.____. 22.86 44.79 43.99 25,07 46. 33 32.68
Tennessee.- -« cceau--_ 19.06 34,78 41.40 16.71 39.89 15.67
53T T 17.95 39.10 44.22 J L N R A,
Utah_ ... 25. 50 59. 56 67.19 31.74 64.75 61.94
Vermont.............. 22.38 44.64 48.96 22.74 49.70 | oo
Virgin Islands. - oo ool 18.56 | ... _l.__ 9,38 19.27 18.79
Virginia_ ... 19.30 30. 14 36.17 16.84 38.86 35.86
‘Washington_ _ 24.61 61. 61 78.35 35.11 72.72 59. 86
. West Virginia. 23.22 27.69 32.13 19.31 31.25 28.83
‘Wisconsin_ _ 28.71 63. 47 68.03 39.33 90. 06 68.37
Wyoming..._........._. 28.83 58.70 65. 48 30.38 60. 42 45. 44
Total oo 24.93 52.30 57.41 24, 04 54.93 53.78

1 Source: Social Security Bulletin, September 1955,
?Payment per recipient.
‘Payment per case.
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“TaBLE 6.—Proportion of populatio}z receiving assistance (recipient rates); by State,

'{Except for general assistance includes

un

e 195612

recipients receiving only vendor payments for medical care. All
data subject to revision.]

- ; ;. | Recipients of aid
gg?;g;e;’;ssisotf_ Cihn‘éd;fé’tr:%eé_v to the perma- Recipients of
State ance per 1,000 | pendent children %":ntg %nd tolt“(‘]%' genelia(l)ogssmtance
population ‘aged | per 1,000 popula- | §1SaDEC.DEr 1y per 1,000 persons
65 and over, | tion under age 18 DOP‘ﬂfg‘éz aged | under age 65

United States average_..- 179 29 33.3 449
328 .1
333 1.5
246 2.7
329 1.0
261 4.4
361 2.6

76 ®

54 ®
45 7

- 234 ®)
395 1.4
73 8.5
169 1
106 9.8
92 67.8
145 3.0
160 2.5
230 2.5
586 . .0 2.9
132 .2 9.9
58 . 9 1.4
163 . 6 5.9
Michigan_ .. ... 132 .6 6.3
Minnesota. . o.-—----- 168 .4 5.6
Mississippi. 453 43 2.6 .6
Missouri_- 204 43 5.9 3.0
Montana__.... 145 24 4.3 3.1
Nebraska. . _ 120 : ) ¥ P 2.5
Nevada_________-- 175 [ N P, 2.9
New Hampshire_ . 108 18 .8 6.0
New Jersey_...--- 42 9 1.0 84.2
New Mexico. - 255 49 4.2 .7
New York_._.-- 168 31 4.3 6.1
North Carolina_ 201 34 4.9 1.2
156 18 2.5 2.6
________ 123 15 L7 9.5

449 51 4.7 (O]
______ 121 18 3.5 5.3
56 25 2.0 6.9
507 94 20.1 .4
103 35 3.2 11.5
335 .27 6.8 1.4
174 29 1.9 3.7
260 45 .8 1.6

357 Y I [0}
185 25 4.5 3.7

176 22 2.1 &
328 56 10.5 4.3

71 20 2.4 *
______ 238 . 26 3.9 7.0
______ 171 73 7.9 2.2
WiseonSin. oo ooooomcemaoaooo 122 17 .6 6.2
“Wyoming_ .o 174 13 2.7 2.6

1 Source: Social Security Bulletin, September 1955.

2 Based on population estimated by the Bureaun of Public Assistance as of July 1955. Method of estimating

not strictly comparable with that used for rates previously published.
3 Average for 43 States. No program in operation in remaining States.
4 Average for 46 States. See footnote 5.
s Number of persons aided not currently available.

¢ Rate includes unknown number of persons receiving medical care,

7 Program administered without Federal participation.

hospitalization, and burial only.
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Average payment
Program -
Highest State ! Lowest State !

Unemployment insurance. ... ________________.____ $20.73 (Michigan) $17.85 (Florida)
Old-age assistance.._._...._ - 85.10 (Colorado) 27.69 (West Virginia)
-Aid tothe blind____________ -| 128.12 (Minnesota) 32.13 (West Virginia)
Aid to dependent children.____._________ - 42.10 (Connecticut) 6.10 (Mississippi)
Aid to permanently and totally disabled. -} 107.13 ‘(Connecticut) 24.60 (Mississippi)
General assistance__._____.__._____________ 7" 78.06 (New York) 12.69 (Mississippi)

1 Omitting territories outside continental United States.

Similary, the range of variation in proportion of population receiving assistance
is very great (table 6), This variation is a function both of differences in eco-
nomic conditions and differences in ‘eligibility requirements.: The range is as
follows:

Number per 1,000

Program
Highest State ! Lowest State !
Old-age assistance 586 (Louisiana) 42 (New Jersey)
Aid to dependent children.. - 73 (West Virginia) 9 (New Jersey)
Aid to permanently and totally disab; 8 (Louisiana .2 (Maine)
QGeneral assistance. 11.5 (Rhode Island) .1 (Alabama)

1 Omitting territories outside continental United States.

13. THE SYSTEM AS A WHOLE

The above list of measures designed to mitigate or relieve poverty is indeed
impressive evidence that the problem of poverty has not been ignored or slighted
in the United States. We are doing a great deal about it. 1t is evident, however,
that we do not have a clear comprehension of the combined effects of these pro-
grams. We tend to think of each program in isolation. We have not yet acquired
the point of view that each of these measures is a tactical operation in a strategic
campaign to prevent or eliminate poverty and to provide security. Our attention
has been focused more largely on tactics than on strategy. An overall examina-
tion of the net impact of all these programs, as they affect actual families, would
reveal important gaps in the program and at the same time would possibly reveal
the points at which present efforts exceed the essential.

We are devoting billions of dollars to the problem of poverty. We need to ask
not only whether this total amount is adequate, but also whether we are making
the wisest allocation of these funds among the many programs.

As Prof. Evaline M. Burns has written: 33

“The simultaneous operation of several different social-security techniques, the
practice of providing against different risks by separate programs, and the finan-
cial and administrative participation of several levels of government all make the
American social-security system a highly complicated structure. This complexity
is to some extent a mirror of the fact that America is a country characterized by
great diversity of living conditions, economic interests, social attitudes and cus-
toms, and by a Federal form of government. It reflects, too, the fact that the
different circumstances which occasion interruption of private income present
different types of economic and social problems. Yet it is equally evident that
so great a number of programs and authorities creates many problems., The
situation creates possibilities of both gaps in, and overlapping of, protection. It
raises questions of equity among the different population groups. It makes
heavy demands on the mutual tolerance and cooperation of different levels of
government.” :

Recommendation.—A survey of all the measures and policies (public and
private), which are designed to prevent or mitigate poverty, should be made.

8 The American Social Security System, Houghton Mifflin Co., Boston, 1949, pp. 60-62.
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Such a survey should seek to discover the combined effects of thése programs
upon actual families of various types and-circumstances. - In this way, it
would become possible to identify clearly the causes of poverty which -are not
now adequately guarded against and the kinds of contingencies which are
not now adequately provided for. At the same time, it would be possible to
identify nonessential or- overly liberal parts of the present program. Mere
study of particular programs in isolation, without a study of the.combined
effect of all the programs, will not suffice. And mere study of the legal
provisions of programs without study of their actual impact upon families
will not accomplish the desired result. A possible conclusion of such a study
might be that a consolidation and simplification of our numerous and complex
antipoverty programs would be desirable.3t : .

14, SOME TENTATIVE PROPOSALS

A study of the actual impact upon families of present measures to combat and
alleviate poverty and a survey of residual poverty remaining even after these
measures have been applied would doubtless reveal inadequacies in our present
efforts. Such inadequacies would, of course, be identified in terms of previously
defined minimal standards. In advance of such a study, we can at least surmise
the nature of the inadequacies. The following paragraphs present my own per-
sonal judgments regarding present weaknesses in our system of antipoverty meas-
sures. Each subject discussed may be regarded as a hypothesis to be tested by
more careful investigation, or as a preliminary statement of a basic policy issue.
These are the particular areas which seem to me to call especially for more effective
action, though every feature of our antipoverty programs could doubtless be
improved upon.?

(¢) Health.—The most prominent gaps relate to provision for illness, both
physical and mental. Present measures for helping to meet medical costs include
hospitals and clinics whose services are available free or at less than cost, services
for crippled children, services for maternal and child health, workmen’s com-
pensation, and private hospital and medical insurance.® Important as these
are, they do not provide adequately for the unusual expenses associated with

illness. The inadequacy is due to the facts () that the coverage of these existing .

provisions is far from universal, and (b) that provision for chronic illness is
inadequate.

A serious difficulty in all medical insurance is that improved financing of med-
ical care tends to increase the demand for medical services without increasing
supply. Unless simultaneous efforts are made to increase the supply of medical
services, improved financing is likely to result in higher prices for medical serv-
ices or in apparent shortages of these services. Higher prices will tend to nullify
the improved financing, and shortages will tend to bear most heavily on the lower
income groups. Therefore a rounded health program should include efforts to
increase supply as well as to finance costs.

The greatest economic hazard of sickness is loss of income of the family bread-
winner. Neither public nor private insurance, nor any other present measures,
adequately meet this need. Present programs in this field include workmen’s
compensation, disability benefits for veterans, disability benefits under various
governmental and private retirement plans, public-assistance to the permanently
and totally disabled, and aid to the blind. Four States provide benefits for tem-
porary disability which are similar in operation to unemployment insurance.
This array of programs by no means fully meets the problem. Coverage is
spotty, benefits are often inadequate, and benefits vary widely among geographic
areas and among different classes of persons.

My own view is that we should seriously consider a comprehensive system of
insurance to cover medical costs and loss of earnings due to catastrophic illness.?”

(b) Education.—In the long run the most effective cure for poverty is education.
I refer to both general education and job training and to both formal and informal
education. Education is helpful in imparting skills, raising aspirations and
providing incentives, improving household management, improving health, in-
creasing mobility, and raising general productivity. Americans can be justly

# Cf. Lewis Meriam and Karl Schlotterbeck, The Cost and Financing of Social Security, the Brookings
Institution, Washington, 1950, pp.173-187.

35 For another discussion of proposals, see hearings before the Joint Committee on the Economic Report,
January 1955 Economic Report of the President, January 24 to February 16, 1955, statement by William
H. Nicholls, pp. 658-659.

3 Odin W. Anderson, National Family Survey of Medical Costs and Voluntary Health Insurance,
Health Information Foundation, New York, 1954, .

¥ Cf. Sweden Will Try New Health Plan, New York Times, Oct. 30, 1954, p. 4.
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proud of their accomplishments in this field. Yet we are in a period of dissatis-
faction with our educational system just at the time when we are about to face an
unprecedented flood of young people to educate. One may properly use the term
“crisis” with reference to the present position of our educational system. This
crisis is related not alone to crowded classrooms, inadequate facilities, low teachers’
salaries, etc. It is also the result’ of essential ambiguity in our educational
objectives. '

(¢) Housing.—Subsidized housing is one way of increasing the real incomes of
lower-income families. It is perhaps superior to straight money subsidies in that
good housing and associated good neighborhoods are important in raising the
standards and aspirations and in improving the health of lower-income families.
Much has been done along this line in recent years, but more needs to be done
before slums and substandard housing are eliminated.

(d) Inadequacies and disparities in_social security and other benefits and social
welfare services: The crisis of local government.—Many social welfare services are
provided by local or State governments or through Federal-State or State-local
cooperative arrangements. As a result of this local autonomy, there are sub-.
stantial differences ‘among areas in availability of benefits, in eligibility require-
ments for recipients, and in amount of benefits. The degree of these differences:
is suggested by the data in tables 5 and 6, though these data (which are in the
form of statewide averages) do not fully reveal the disparities among commu-
nities. These disparities are due partly to sectional differences in basic philosophy
concerning relief of poverty, partly to differences in financial ability, and partly-
to racial diserimination. And, of course, some of the disparities are due to dif-
ferences in cost of living among regions and between rural and urban areas
Whatever the reasons may be, the provision of social welfare services is spotty
and uneven. While I should not care to argue for complete nationwide uni-:
formity or federalization of all social welfare services, I believe that our present
system permits excessive and arbitrary inequities..among persons and that it
fails in many sections of the country to achieve the avowed purpose of preventing
or alleviating poverty. :

These disparities are present not only in the various forms of public assistance
but also in the many social welfare services which are important elements in any

. program to prevent poverty—especially education, health services, and housing..

Because local support of these services tends to be less in poor areas than in rich
areas, the problem of poverty tends to become self-perpetuating or self-.
accentuating. .

To overcome or mitigate the geographic disparities leads one to some of the
most fundamental issues concerning the operation of a Federal system of govern-
ment and the rights of local self-determination. My own view of this matter is
that we need a thorough overhauling of local and State government finance which
will enable local and State authorities in all areas—but particularly in poorer
areas—to discharge their responsibilities more adequately. We .have assigned
to local government tasks which are close to the basic welfare of people, namely.
education, health services, and other social welfare services. The local agencies,
from New York City, to Tupelo, Miss., have grossly inadequate financial resources’
to discharge these responsibilities. . The most promising solution, I think, is
improved local organization (e. g., consolidation of areas), and much greater use
of grants-in-aid designed to counteract differences among areas in the ability
to support essential local services at acceptable standards.

(e) Geographic mobility of labor and industry.—The basic cause of much poverty’
is lack of geographic mobility of workers in response to changes in demand or in
technology or in response to regionai wage differentials. Thus, we find islands of
underemployed or unemployed persons in the New England textile area, Appala-
chian coal areas, Southern agricultural regions, and other parts of the country.
The solutions to this problem are to increase the mobility of underemployed
workers and to move employment opportunities to them. These solutions are
not mutually inconsistent and can be carried out simultaneously.

The impediments to mobility of workers are: Lack of knowledge of opportuni-
ties, inability to adjust to new environments, unwillingness of new communities
to accept migrants, costs (including family and other personal ties) of moving,
residence requirements for eligibility for public assistance and unemployment
compensation. .

A recital of these impediments suggests several possible solutions: (1) A more
effective employment service which is equipped to serve not only urban workers
but also rural persons, (2) education and training of actual or potential migrants,
including industrial eduecation in rural schools, (3) financial and technical assist-
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ance to families to help meet costs of moving and help them to become assimilated
in new environments, (4) elimination of residence requirements in public assist-
ance and unemployment compensation. co

The question of whether industry should be encouraged to migrate to areas
of surplus labor is a controversial one. One’s attitude depends on his view of the
importance of industrial location as a factor determining our productive efficiency.
My own viewpoint is that it is, for many industries, not very significant, and that
the strategic and other arguments for dispersion are fairly convincing. It seems
to me that the case for regional development, river-valley development, allot-
ment of Government contracts to areas of surplus labor, tax advantages to indus-
try that locates in these areas, etc., are desirable within limits. For example, it
seems to me to be as desirable that industry migrate to Puerto Rico as that
Puerto Ricans migrate to New York; or that the textile industry move to the
South as that southern labor move to the North. .

The most important factor in mobility of either labor or industry is general.
economic growth and a high level of aggregate demand. If there are labor.
shortages, the movement of workers from areas of surplus labor and their assimi-.
lation and acceptance in areas of tight labor supply becomes relatively easy.
* At the same time, the incentives for industry to expand in areas of surplus labor
becomes very strong. These factors should be considered in determining policy .
on the level of aggregate economic activity which should be aimed for. A tight
labor market in the Nation as a whole may do more toward improving the geo-.
graphic allocation of our labor supply and our industry than any amount of
efforts directed toward increasing mobility under conditions of general under-
employment. That this may be so is illustrated by the rapid economic advance
of the South, relative to the rest of the country, since 1941.%8 .

(f) Employment opportunities for marginal -workers.—By marginal workers, I.
mean younger persons, older persons, the handicapped, and women with family
responsibilities. Greater flexibility in hours of work, greater opportunities-for.
part-time employment, and special efforts to create tenable jobs for these groups.
would be useful. . - .

Regarding younger persons, it is possible that our present educational .and
employment practices may not be ideal in two important respects: (1) present
school attendance requirements and child labor laws prevent young people from
entering the labor market and from thus contributing to the incomes of their
families; (2) the present educational systém does not fully command the time,
energies, or interests of many teen-agers. These two considerations may partly-
explain the apparent widespread frustration among American youth. These
considerations lead me to two very tentative suggestions: (1) that the educational-
program for many students should occupy more of their time and enérgy—the,
additional effort to be directed toward training for jobs; (2) that more part-time
work in the nature of apprenticeships should be available for yourig people,-
preferably arranged so that the work would be closely correlated with their
educational programs. I am thinking of opportunities for urban youth similar
to those now available for rural youth who can study agriculture, belong to 4-H
Clubs, and do part-time work on farms. Such a program would keep young people
busy in important activities and would give their lives direction and meaning.
It would increase their skills, raise their standards, prevent them from falling
into idleness and trouble, and incidentally enable them to supplement their family
incomes. (So that there may be no misunderstanding, I am not proposing that
there be less formal education or that we return to older practices in the employ-
ment of children. I am only proposing, vaguely I am afraid, that many potential
cases of poverty and shiftlessness might be arrested by modification of our present
educational and employment practices.)

With reference to older workers, present practices regarding retirement may
be seriously questioned. Ways should bhe found to permit older workers, if they
choose, to taper off rather than to be cut off at some arbitrary age.

Similarly more opportunities for the handicapped should be provided in the form
of part-time work, work to be done in the home, special arrangements, etc.

With reference to mothers with young children, important needs are child-care
centers, provision for children of school age during after-school periods, and
adjustment of hours for working women to their family resporsibilities. It may
well be that the educational schedules (children free after 2:30 p. m. and long
holiday periods) need re ‘ision-at least for children of working mothers. Educa-

# T am indebted to Prof. Emile Despres, of Williams College, for some of the ideas expressed in this sec-

tion. For a general discussion of labor mobility, see E. W. Bakke and others, Labor Mobility and
Economice Opportunity, New York, John Wiley & Sons, 1954, .
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tional schedules are worked out to fit an agricultural society ‘and are not well-’

adapted to urban industrial conditions.

(9) Discrimination.—Continuing efforts toward eliminating discrimination
against minority racial and religious groups are needed.

(k) Large families.—Little systematic effort has been made in this country to
deal with poverty due to -large size of family—except through direct relief.
Several other countries, among them England and Canada, have been experi-

menting with family allowances. The applicability of famlly allowances to the’

United States should be explored.?®

(2) Private pension plans.—The provisions of private pension schemes are often
too restrictive to provide security in old age for any sizable percentage of our
labor force. Individual workers typically have no vested rights in these plans.
As C. L. Dearing states: ‘“He must not only survive to the age of retirement to
realize any beneﬁts, but must be in the employ of the sponsoring company at’
relirement age.” © Such pension plans also reduce worker mobility. We need
to work out an integration of private pension plans into some national private or
public orgamzatlon which will protect the individual without regard for his
longevity or employment status at time of retirement. The Teachers Insurance
& Annuity Association which provides pensions for college teachers might be a
useful analog.

) Sacwl insurance and public assistance programs.—The coverage, benefit rates,
and other provisions of social security and public assistance programs should he
reviewed. These programs are constantly under political discussion, and notable
advances have been made in recent years. The programs particularly requiring
attention are unemployment insurance, aid to dependent children, old-age assist-
ance, and direct assistance. These are the programs in which there is divided
responsibility among Federal, State, and local governments. Items requiring
special attention are merlt-ratmg under unemployment insurance, arbltrary
distinctions that determine coverage (such as industry in which emploved or size
of employing firm), the role of grants-in-aid in equalizing costs and benefits in
various parts of this country, arbitrary distinction between insurance and relief,
the possible integration of the many separate programs.

15, SOME ETHICAL ISSUES

In our thinking about policies to relieve poverty (mainly social insurance and
various types of public assistance) several ethical questions arise. First, what is
the relation of these programs to the self-respect and independence of low-income
persons? Second, is a person responsible for his own mistakes, and if so, should
a distinction be made between poverty which results from mistakes and poverty
which results from circumstances beyond individuel control? Third, what is the
relation of these programs to the incentives of both recipients and nonrecipients?
Fourth, should the amount of aid received by families be determined on the basis
of a uniform minimal standard of need, or should this standard vary according
to the previous levels of living of the remplents and the standards of local com-
munities? Fifth, should heads of families have the right to choose to be poor,
i. e., have the rlght to indulge in what we often call laziness or shiftlessness, and
if so, what should be done about the dependents of such persons?

Mr. Bowen. I would like to say, first, that we owe a great deal to
this subcommittee for focusing attention upon the problem of poverty
as a whole as distinct from particular parts of the problem. We have
conducted so many studies, and have legislated in so many ways
about particular parts of the problem that the time has come to look
at poverty as a whole, and to see where the legislation up to this point
falls short of meeting the problem.

Another thing that has impressed me is that we know very little
about thie extent of poverty. In spite of the tremendous volume of
statistics we have on income distribution, and the like, we do not
really know how many poor people there are, and we do not know in

# See R. Chambers, Family Allowances in Great Britain, Canada, Australia, and New Zealand, Eugenics
Quarterly, March 1954, pp. 21-27.

4 C. L, Dearing, Industrial Pensions, Brookings Institution, Washington, 1954, p. 217. See also Pensions
in the United States, Joint Committee on the Economic Report Joint Commmittes Print, 82d Cong., 2d sess.,
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any definite way what the causes of this poverty may be. I should’
recommend strongly a nationwide study of poverty to determine its
extent and its causes.

Regarding cures for poverty, I have several suggestions. Some of
them parallel statements made by Secretary Folsom. I would
emphasize what he said about the problem of catastrophic illness.

Most of our insurance programs and our health programs have to
do with meeting the cost of medical care, but they do not help to meet
the loss of income. A few programs do this: Workmen’s compensa-
tion, some of the disability benefits for veterans, and some of the
public assistance programs. But, generally speaking, the great
source of poverty arising from illness is loss of income, especially when
the illness occurs over a protracted period.

I should think that we ought to consider very seriously a compre-
hensive system of insurance to cover medical cost and loss of earnings
especially in cases of catastrophic illness. The. deductible plans
which Secretary Folsom mentioned should certainly be given careful
consideration.

Another area is education. I think that the present position of our
educational system can properly be described as one of crisis; that a
great deal needs to be done; and that the problem is most acute in
areas where poverty exists because those are the very areas that
cannot afford good education and the very areas in which the motiva-
tion toward education is perhaps the lowest.

Another subject that was not mentioned by the Secretary, but which
I think is extremely important—and this is nothing new—is housing.
Housing is a way of providing better standards in the way of raising
the aspirations and improving the health of people. Much has been
done along this line in recent years, but much more could be done
before the slums and substandard housing in this country are elim-
inated.

Also, any study of our social security system, and all of the related
measures for the alleviation of poverty, will show wide disparities in
the benefits among various parts of the country. For example, these
programs in some States pay 5 and 6 times as much, on the average, as
in other States, and the very States in which poverty is most wide-
spread are the ones in which the benefits are lowest. The problem
here is similar to that for education, the quality of education being
lowest in those areas in which poverty is most widespread.

While I would not argue for complete nationwide uniformity of
social services, or federalization of all social welfare services, I believe
that we have excessive and arbitrary inequities among areas in our
present system, and nothing short of greater participation by the
Federal Government in these programs will suffice.

I should like to make some comments about the marginal workers,
which the Secretary referred to. Much of the poverty occurs among
younger persons who have not achieved a satisfactory level of wages,
among older persons, the handicapped, and women with family
responsibilities. T think greater flexibility in hours of work, greater
opportunities for part-time employment, and special efforts to create
tenable jobs for these groups would be useful.

Regarding younger persons, it is possible that our present educa-
tional and employment practices may not be ideal. The present
school attendance requirements and child work laws prevent young
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people from entering the labor market and thus contributing té
mncomes of their families. At the same time, the present educational
system in many areas does not fully command the time, energies, or
interests of many teenagers. These two considerations may partly
explain the apparent widespread frustration among American youth
and these considerations lead me to two tentative suggestions: First,
that the educational program for many students should occupy more
of their time and energy and the additional effort should be directed
toward training for jobs, and, second, that more part-time work in
the nature of apprenticeships should be available for young people,
preferably arranged so that the work would be closely correlated with
the educational programs. : :

I am thinking of opportunities for urban youth, similar to those
now available for rural youth, who can study agriculture, belong to
4-H Clubs, and do part-time work on farms. Such a program would
help keep .young . people busy in important activities. It would
increase their skills, raise their standards, and prevent them from
falling into idleness and trouble, and, incidentally enable them to
supplement-family incomes. . '

I am not proposing that there be less formal education or that we
should return to the older practices of child labor. I am merely
suggesting that our educational system might be geared more closely
to preparation for jobs, and that education might be made more
meaningful for young people in the teen-age category.

With reference to older workers, I would endorse what the Secretary

said about desirability of flexible retirement ages.
" With reference to mothers of young children, I think some very
simple things could be done which would alleviate the problem con-
siderably. We need provision for children of school age during after-
school periods. One of the problems of the working mother is the
care of children when the children are out of school. I think that
adjustment might be made in two ways: We might adjust the hours
for working women so that they could meet their family responsibili-
ties more adequately; and also educational schedules might be worked
out to meet the problem of the working mother.

Educational schedules generally were designed for agricultural com-
munities and not for urban conditions. The care of children in schools
‘during the working periods and the elimination of unnecessary vaca-
tions (with proper educational programs) might go a long way toward
helping mothers with dependent children.

I will just make a note about discrimination against minority
racial and religious groups, which is a major source of poverty in this
country, and on which additional action 1s required.

The Secretary referred to the inadequacy of many of our pension
plans, industrial pension plans in particular, in which there is delayed
vesting of the pension in the worker.. Under these schemes, when a
worker moves from one job to another, he loses pension rights and
frequently ends up at retirement age without adequate income. It
seems to me that we should do what the Secretary said, permit easier
and quicker vesting of these annuities in the workers. Also there
might be a place for some kind of national pooled annuity scheme in
which an individual could have his retirement annuity and carry it
with him intact as he changed jobs so that his retirement would not be
dependent upon the particular history of his working career.
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. Finally, I would emphasize something that I alluded to 'a moment
ago. In order to relieve the inequities .among various parts of the
TUnited States in the -care of and prevention of poverty, we should
consider increased amounts of Federal financial aid. -

. I am referring to cooperative State and local programs, involving
grants-in-aid by the Federal Government to the State and local
communities. .

The State and local communities at the present time are almost
uniformly in financial distress. That applies to our great cities, and
it applies to our small communities, as well. We have loaded upon
these areas responsibility to do things for which they do not have
adequate financial resources. I think we would go far in solving the
problems we are talking about today if we were to find ways of im-
proving the financial strength of local government.

Senator SparkMaN. Thank you.. E :

* Now, Mr. Fishman, would you proceed?

STATEMENT OF LEO FISHMAN, PROFESSOR OF ECONOMICS AND
FINANCE, WEST VIRGINIA UNIVERSITY ’

Mr. Fisaman. During the 1940’s, as a result of the tremendous
economic effort involved in waging and winning World War 11,
employment, production, and purchasing power all rose to record-
breaking levels in this country. Unemployment decreased to & level
far below that which many experts in this field had earlier considered
the minimum amount possible in a free economy.

With these developments of the recent past uppermost in their
inds, those who were most active in drafting and supporting the
Employment Act of 1946 may well have believed that as long as the
general economic policy of the Federal Government was such as to
maintain or achieve a high overall level of employment, production
and purchasing power, unemployment and low incomes would not
become serious problems for any considerable length of time, or for
any considerable portion of the population.

Those who are familiar with this background and with the general
nature of the provisions of the Employment Act of 1946 may some-
times assume that comprehensive economic measures, such as mone-
tary and fiscal measures, are the only ones which the Federal Govern-
ment is empowered to use for purposes of carrying out the provisions
of this act. Such an assumption, however, is not justified.

Section 2 of the Employment Act of 1946, entitled “Declaration

of Policy,” reads in part as follows: .
* The Congress hereby declares that it is the continuing policy and responsibility
of the Federal Government to use all practicable means * * * to coordinate and
utilize all its plans, functions, and resources for the purpose of creating and
maintaining * * * conditions under which there will be afforded useful employ-
ment, opportunities * * * for those able, willing, and seeking to work, and to
promote maximum employment, production, and purchasing power.

It is significant that the act does not only proclaim it to be the
responsibility of the Federal Government to attempt to maintain ot
achieve a high level of employment, production, and purchasing
power, but, rather, to promote maximum employment, production,
and purchasing power, and to create and maintain conditions such
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that useful employment opportunities will be afforded those able,
willing, and seeking to work.

It is fortunate that the promulgators of the Employment Act of
1946, however great their hope and faith in the efficacy of compre-
hensive economic measures for purposes of maximizing employment,
production, and purchasing power, and affording useful employment
opportunities to those willing, able, and seeking to work, did not
limit the efforts of the Federal Government in this manner.

For our experience since the passage of the Employment Act of 1946
indicates that it is quite possible in a large country such as the United
States, with its complex and diversified economy, to have a high
overall level of employment, production, and purchasing power, and
at the same time to have particular areas, industries, or economic
groups experiencing serious problems as a result of protracted periods
of unemployment and low income.

In September, for example, there were 120 large and small labor
market areas in which 6 percent or more of the workers were un-
employed. Under such conditions it seems clear that useful employ-
ment opportunities are not being afforded all who are willing, able,
and seeking to work, and maximum employment, production, and
purchasing power are not being realized.

Yet our experience of recent years also seems to indicate that
comprehensive economic measures designed to achieve or to maintain
overall economic well-being are not sufficient by themselves to move
us very much closer to these goals. Moreover, it has been argued with
much justification that in an incipient inflationary situation, such as
that which has prevailed for some months now, any further measures
to stimulate the overall level of economic activity would be very
dangerous.

Under these circumstances, measures designed to deal with the
problem more specifically, by increasing the productivity and earnings
of those in the low-income group are certainly compatible with the
statement of national policy embodied in the Employment Act of 1946
and are economically justified. For such measures could afford useful
employment opportunities to those who are presently unemployed or
underemployed despite their ability and willingness to work, and thus
would constitute a step in the direction of maximizing employment,
production, and purchasing power. They would enable us to make
fuller use of presently underutilized resources, without imposing
undesirable strains on those resources which already are being utilized
at or close to capacity.

Moreover, such measures, if properly conceived and executed, would
not only promote the general welfare but would also serve to strengthen
one of the weak links in that complex chain of economic institutions
which we call the competitive or free enterprise system—the economic
system which has made it possible for the population of this country,
on the whole, to enjoy the highest level of material well-being yet
achieved by mankind.

While the basic economic advantage of a program designed to raise
the productivity and earnings of low-income families would arise from
the increase in aggregate production of goods and services realized
through fuller utilization of manpower which is presently either idle or
underutilized, certain corollary advantages should not be ignored.
One such advantage which does not seem too important now, perhaps,
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but which might prove much more significant in the months and years
.ahead, is the fact that additional income and purchasing power in the
hands of low-income families can help to sustain aggregate demand and
prevent it from dropping precipitately in the face of deflationary in-
fluences.

The advantages suggested above would not automatically result
from any set of measures intended to help low-income families and at
the same time promote the purposes set forth in the Employment Act
of 1946. Before any substantial portion of the Nation’s resources is
committed to such a program that program must be evaluated in
terms of a carefully considered set of criteria.

Stability and permanence of the results which may be achieved
should certainly be a primary consideration. Palliative solutions
should be avoided in favor of measures which are economically sound
and socially constructive. The primary objective must be correction
or amelioration of the basic conditions which have kept family income
" low, despite the ability and willingness of family members to work.

Measures which might have undesirable economic side effects should
also be avoided. At the present time, for example, any measure
which might exert inflationary pressure upon the economy would be
undesirable, because in the long run it might defeat the purpose it was
intended to serve. Similarly, any measure which might hurt certain
industries, areas, or economic groups while helping others, should be
avoided.

But despite the importance of stability and permanence of results
as criteria, it is at least equally important to remember that because
of the uncertainties of the future, those who formulate Federal
economic policy must be primarily concerned with the short-run and
the intermediate period, rather than the long-run effects of alterna-
tive policies. Measures adopted for the purpose of achieving the
objectives of the Employment Act of 1946 should be designed to
-achieve those objectives within a reasonable period of time.

For this reason specific measures would seem preferable to compre-
-hensive measures, in dealing with specific trouble spots in our economy.
Comprehensive measures might not yield the desired results in the
short run or in an intermediate period, and in the long run other
influences might seriously interfere with their efficacy or appropriate-
ness.

Other criteria which must be taken into account are the financial
costs of alternative programs, the administrative feasibility, and their
probable effects on free competitive enterprise. Only measures which
appear desirable when evaluated in terms of these criteria should be
considered.

But economic criteria, important as they are, should not be relied
upon to the exclusion of all others. Under the terms of the Employ-
ment Act of 1946, the responsibility of the Federal Government to
promote maximum employment, production, and purchasing power
must be fulfilled “in a manner calculated to foster and promote free
competitive enterprise and the general welfare,” and neither free
competitive enterprise nor the general welfare can be described or
measured in purely economic terms.

Evaluation of Federal programs aiding low-income families, on the
basis of economic values alone is particularly undesirable. The
national interest will best be served if we employ yardsticks which
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take account of humanitarian goals as well: - Our experience during
World War I and World War II demonstrated beyond reasonable
doubt the importance of a vigorous and flexible economy in time of
war. But we must not forget that both of those wars also indicated
the importance of a healthy, intelligent, and resourceful population,
possessing the firm conviction that their way of life is worth preserving.

Although the most striking illustrations are provided by-our war-
time experience, it-is equally true in time of peace that our national
interest is best served by measures which will both contribute to our
economic well-being, ‘and to the mental and .physical welfare  and
satisfactory adjustment to life of our population.- :

In fact, it is not possible to maintain a clear-cut distinction between
these two types of objectives or values. The enduring strength. of
the United States, or of any other country, must be measured not in
terms of economic achievement or capacity alone, but in terms of the
devotion of the population to its basic institutions. Such devotion
thrives in an atmosphere in which individuals are able to maintain
their own dignity as human beings, and in which they feel that they
are able both to participate in, and contribute to, the well-being of the
social group. . o

But in & money economy such as ours, a very low income is rarely
compatible with a sense of dignity; while a sense of participating in,
and contributing to, the well-being of the social group is, for many
individuals, dependent on the nature of their employment or, indeed,
on whether or not they are gainfully employed. And, on the other
hand, individuals who have a sense of dignity and a sense of participat-
ing in, and contributing to, the general welfare are likely to behave in
a more responsible fashion, and to be more productive in a purely
economic sense, than those who have not.

Adoption and adequate implementation of a program to aid low-
income families, which is truly satisfactory in terms of the objectives
and criteria suggested above, must be preceded, or at least accom-
panied, by a change in our concept of social responsibility. We
already accept responsibility for providing economic assistance col-
lectively through voluntary organizations and Government agencies
to those persons and families who are unable to provide for their
minimum needs because of age, physical handicaps, or certain tempo-
rary emergencies. We recognize also that adequate fulfillment of this
social responsibility necessitates action by the Federal Government,
as well as by local and State agencies. - S

As desirable as it may be that we both accept and fulfill our social
_responsibility toward those who are unable to provide for their mini-
mum needs, however, there is another closely related responsibility
which we have been much slower in acknowledging and acting upon.
Economic assistance to those who cannot work because of physical
handicaps or age, or to those who are the victims of some temporary
emergency, may always be needed. But there is another need which
is at least equally great and equally persistent, which can only be
satisfied by broad social action: The need of those in the low-income
group who cannot lift themselves out of it despite the fact that they
are willing, and able, to work. -

In many cases local organizations, both voluntary and govern-
mental, have already been alerted to this problem, and have made
valiant efforts to cope with it. But these efforts for the most: part
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have not yielded any appreciable, lasting improvement in the situa-
tion of those whose incomes are.low because they are unemployed or
underemployed despite their willingness and ability to work.

. Breadening our concept of social responsibility and the sphere of
social action to include measures by the Federal Government which
would help those in' this unfortunate situation to increase their
productivity and earnings, would yield results desirable from an eco-
nomic as well-as a humanitarian point of view. If satisfactory
measures were adopted in addition to an 1mprovement in the sense
of well-being-of the individuals and families concerned, and a more
general sense of solidarity and national unity, there would be an
.increase in overall production, employment, and purchasing power

Moreover, if our concept of social responsibility and the sphere of
social action were broadened in this fashion, it seems highly likely
that some:of those individuals and families who are now the recipients
of outright gifts because they are considered unable to- provide for
their own needs, might actually be helped to assume a more active
economic role. Their condition would thus be improved in a more
lasting manner, and in'a manner much more desirable in terms of the
economic costs and consequences, as well as the effects upon 1nd1v1dual
family, and social morale.

Such a change in our concept of social responsibility, however, will
not occur without some effort on the part of those who are concerned
with this matter. A good deal of educational work may be necessary
before economists, legislators, Government administrators, and the
general public are ready to make the necessary change.

Senator SparRkMAN. Thank you, Mr. Fishman. Mr. Myers, may
we have your discussion?

STATEMENT OF ﬁOWARD B. MYERS, RESEARCH DIRECTOR,
COMMITTEE FOR ECONOMIC DEVELOPMENT

Mr. MvyErs. Yes; I have submitted a statement which I will read
with some deletions.

I want to make clear at the outset that I am presenting my own
personal views, and. not necessarily those of the Committee for
Economic Development whxch has not as yet studied most of these.
questlons -

"It is a paradox that despite our Iarge and rapidly growing national
income some groups in the population appear to exist in poverty which
at least relatively is worse than that in most other underdeveloped
countries. . The misery in -some of the worst areas of American
poverty is, 1 think, greater, relative to the rest of the population, at.
least, than that in most any of the European countries. Much of this
poverty appears to be persistent, continuing from generation to genera-
tion in the same areas.

These groups represent an important economic waste. Appro-
priate measures to 1mpr0ve their product1v1ty and earning capacity
can enlarge our national income by increasing the efficiency with which,
we use our national resources. Moreover, these groups create real
dangers for our national society. Thus measures to assist them can be
justified on economic and on political as well 'as on humanitarian
grounds.
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I would like to join with Mr. Bowen in urging further study of these
groups, to identify them, to ascertain causes of their poverty, and to
judge the effectiveness of the existing programs to help them.

Your subcommittee has already made important contributions to
our knowledge in this field, and I hope that the present series of
hearings will contribute further to that knowledge. '

1 should like to make the point that we have been asked today to
discuss only one aspect of this problem. Providing assistance for
low-income families involves and should involve responsibilities on the
part of many public and private bodies—State and local governments,
and private organizations of various types, as well as of the Federal
Government. As I understand it we have been asked to discuss only .
the Federal role in this field.

I believe the Federal role in this field is an important and positive
one. But I also believe that the Federal role is limited in important
respects, by both political and economic factors. The principal
Federal responsibilities in this field seem to me to be three: ‘

First, to use its broad powers to create an economic climate con-
ducive to maintained high employment, with increasing productivity
and rising incomes. '

Second, to take measures to increase economic opportunities for
its citizens. :

Third, to assist in alleviating poverty wherever real distress exists. -

I would agree with the Secretary in saying that maintaining a
favorable economic climate is by all odds the most important field
for effective action to assist low-income families on the part of the
Federal Government. If an adequate supply of productive jobs
exists, most families can attain acceptable incomes through their
own efforts. If the supply of jobs is seriously deficient, economic
distress will exist despite anything the Federal Government or others
can do.

This is an area in which existing Federal powers are great. Through
monetary and budgetary policy the Federal Government can exercise
a powerful influence to maintain an adequate level of total demand—
and adequate demand is the key to the maintenance of high employ-
ment. Through its tax laws and through other laws it can preserve
adequate work, production, and investment incentives, and can
stimulate the development of new and more efficient products and
processes, and these incentives and stimuli are essential to rapid
productivity gains and rising real incomes.

An economic climate favorable to high productivity and rising in-
comes calls also for the preservation of a free competitive economy,
one in which ease of access to all occupations and industries is main-
tained. Here, too, the Federal Government has great powers, exer-
cised in part through antimonopoly legislation.

It is only recently that we have begun to study the ways in which
these powerful instruments can be utilized to help stabilize the
economy at high levels of economic activity and to increase its pro-
. ductivity. We still have a great deal to learn about their use. There
is also need to adapt our antimonopoly legislation to present-day needs.
In my opinion, the Federal Government can make its greatest contribu-
tion to assisting low-income families through the more effective use of
these powers. :
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These measures to maintain high employment and productivity will
act powerfully to increase economic opportunities. But I would agree
with Mr. Fishman that the general measures used for these purposes
need to be supplemented by specific steps to increase opportunities
for disadvantaged persons and families. The jobless, workers with
obsolescent or low-grade skills, and workers in distressed areas, can
be helped by-increasing their mobility, by improving their work skills,
and in some cases by increasing the resources available to them in their
present locations. -

In this area State and local governments have and should retain a
large share of responsibility. But-the Federal responsibilities are im-
portant. The Federal Government should, assume leadership in the’
development of effective measures to increase economic opportunities,
should supply specialized technical services, and some of the needed
funds, and should assume special responsibility for interstate
operations. L '

" Thus the Federal Government should take the leadership in the
continued improvement of the employment service, particularly in
interstate placement activities, and in rural areas. There is need for
more and better occupational training and retraining, and here also
the Federal Government has a role of leadership and financial support.
The provision of managerial assistance and limited amounts of loan
capital through such programs as those of the Farmers’ Home Author-
ity and the Small Business Administration, can help some families in
both rural and urban areas to become self-supporting. Consideration
should be given to the provision of financial and technical assistance,
where needed, to help meet the costs of moving from distressed areas
to localities with available job opportunities.

The Federal Government also has responsibilities for providing

assistance to families who are in need because they include no em-
ployable members, or because their breadwinners are unemployed,
aged, ill, incapacitated, or otherwise unable to work. For the most
part Federal responsibilities for the alleviation of poverty are shared
with the States. The degree of Federal participation varies widely,
ranging from the federally financed and administered OASI program
through the cooperative State-Federal system of unemployment com-
pensation and the grant-in-aid- programs for relief to the aged, blind,
and dependent children, to relatively minor assistance to other pro-
grams in the form of research and informational programs and aid in
the coustruction of facilities.
" While I believe that caution should be exercised in any further
expansion of present Federal responsibilities in-this area, I also believe
theré is ample justification for the Federal Government to continue
a stimulating and supporting role with respect to welfare programs.
Such a role is justified by the need to assist in meeting burdens which
are beyond the fiscal capacity of some States, to encourage reasonable
uniformity of coverage and standards and thus to reduce interstate
competition, and to reduce barriers to interstate mobility.

The responsibilities which I have described are important ones, but
there are also important limits to Federal responsibilities in this field.
To guarantee jobs for all is beyond the powers of the Federal Govern-
ment, to attempt to effectuate such a guaranty would result in failure,
or in a vast expansion of Federal powers which would be repugnant to
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our “system of government. Similarly, the Federal Government
cannot assure equal.economic opportunities for all, or take full respon-
sibility for the relief of ' economic distress, without undesirable
‘encroachment' on the prerogatives of State and local governments,
and on the rights of private citizens. A - ' ’
- Nor are the limitations all political. We do not wish to achieve
full employment at the expense of serious inflation, or-at the cost of
impaired incentives, reduced productivity, or restrictions on one’s
freedom to move to another job. We do not wish to alleviate thé
distress of a stranded community by permanently -subsidizing its
industries or its workers. ‘Nor do we wish to provide opportunity
for some by preventing the ‘entry of others into an occupation or
industry. ' - '

Thus Federal responsibilities to low-income families must be exer-
cised within important limitations. We must exercise care, in
attempts to assist such families, that we do not adversely affect
our political institutions and that we do not conflict with economic
objectives which are of equal or greater importance than assisting
disadvantaged groups within the population. i

The assigned limits to the length of this statement do not permit
discussion of the various measures which can be employed to assist
low-income families, but I believe that the choice of such measures
and the proper allocation of responsibility for their use can best be
determined with reference to a few general principles. :

1. With respect to the allocation of responsibility for assistance to
low-income families we should follow the rule recently laid down by
the President’s Commission on Intergovernmental Relations: ‘

Leave to private initiative all the functions that citizens can perform privately;
‘'use the level of government closest to the community for all public functions it
can handle; utilize cooperative intergovernmental arrangements where appro-
priate to attain economical performance and popular approval; reserve national
action for residual participation where State and local governments are not fully
adequate, and for the continuing responsibilities that only the National Govern-
ment can undertake.

2. Insofar as possible, reliance should be placed on measures which
are general and impersonal in their operation. Government should
create an environment conducive to the desired response, rather than
to attempt to direct specific economic activities. Thus, fiscal and
monetary measures to maintain adequate demand and to preserve
incentives for growth, rather than direct controls, should be relied
upon to maintain high levels of productive employment. And gen-
eral measures to preserve free competitive markets are to be preferred
to governmental interjection into particular business decisions. As
the old adage bas it, “A fool can put on his coat better than a wise
man can do it for him,” : .

3. Reliance should be placed on measures which operate to increase
resource mobility, rather than to reduce it. For a high degree of
resource mobility is essential to a rapid rate of economic progress.
Thus we should put emphasis on assisting workers to move to more
productive pursuits, rather than on subsidizing them to remain in
idleness or to continue in relatively unproductive work in their
previous occupations or localities. We should encourage and assist
industries to adopt more efficient methods, to diversify and develop
new products, rather than to subsidize operations of relatively low
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efficiency . through tariffs, the uneconomic allocation of defense
contracts, or similar devices. = - S o

4. Assistance to distressed families should be directed toward their
return to a self-supporting status. This means emphasis on rehabili-
taltion, on retraining, and on effective placement work, rather than on
relief. . ’ .

5. Finally, care should be exercised to see that in our desire to
provide adequate assistance to low-income persons or families we do
not levy too heavy a burden on the productive groups of the country,
and that we do not remove the incentive of those not permanéntly
out of the labor market to return to employment as soon as possible.

Senator SpaArkMAN. Thank you, Mr. Myers. - :

Now, Mr. Nathan, we will hear from you,

STATEMENT OF ROBERT .R. NATHAN, ROBERT R. NATHAN
ASSOCIATES

Mr. NatHAN. Mr. Chairman, I will not read my statement. T will
try briefly to summarize some of the more important points. - '

Senator SPARKMAN. The statement will be printed. All of these
complete statements will be printed in the hearings. :

Mr. NarraN. First, it seems to me that if we are going to carry
-out the principles of the Employment Act of 1946, which talked about
maximization of production and purchasing power in the country, we
must face this problem as part of that act. The act, at least on. the
basis of approximately 10 years of experience, has given us an increased
confidence in our ability to avoid mass unemployment and major
depressions. However, it is clear that éven the achievement of
relatively full employment has left us with this problem of low-income
families, ' .’ :

I believe the high level of employment won’t solve the problem of
low-income families, although it will make the problem more soluble.

Now, as far as the general approach to the problem is concerned,
I think in any measure, or measures, which are undertaken to help
the low-income families, we must. obviously apply the economic
criteria of cost against benefits. We certainly do not want to eliminate
initiative in our society. We certainly do not want to destroy incen-
tives. We certainly do nét want to modify the dynamic nature of
the free-enterprise system, and each measure which 1s proposed ought
to be evaluated in those terms. ‘ , ' .

I was rather interested in what the Secretary said this morning
about the fact that when the OASI was first proposed—the social-
security system,”some years ago now—there were great misgivings
about how that would destroy the'initiative and desire of individuals
to take care of themselves. Yet today we find savings are at an all-
time high and the social-security system hasn’t made everybody
dependent on Government.” So I believe we must be a little cautious
in having every new proposed measure objected to on the grounds it
is going to destroy imitiative. :

I believe we should watch that, but we should be very careful in
our appraisal. As far as the role of the Federal Government is con-
cerned, it seems to me, Mr. Chairman, that there is a great responsi-
bility there. So, if I would disagree with any views expressed here
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today, perhaps the major emphasis would be on the role of the Federal
overnment as distinguished from State and local governments.

I happen to recall the minimum wage fights in this country 18 years
ago and how some people thought the Federal system would ruin the
economy. Today we know we have moved from 25 cents an hour,
which sounds ridiculous in the context of 1955, to a dollar an hour as
& minimum basis. It hasn’t destroyed the economy. I think it
helped those parts where the objection was most serious. I see noth~
ing divine in State unemployment compensation systems, especially
when the benefits have been moved up so slowly and inadequately.
I believe there is nothing sacred about 26 weeks of unemployment
benefits nor anything sinful about 28 weeks of unemployment com-
pensation. That our benefits on unemployment should terminate with
a certain given period, it seems to me, has no economic sense at all.

I feel that just as the OASI story and the minimum-wage story are
dramatic manifestations of an intelligent approach on the part of the
Federal Government, I think the same could be done with unemploy--
ment insurance and, if I may interject at the moment, also with a
health-insurance scheme. We are one integrated economy and we
must look at this overall economy as such. While I would like to see
more power reside in the States and localities, from the economic
point of view we must realize that we are really an integrated economy
and when it comes to economic measures it is important that there
be a national or at least an integrated approach.

The problem of the low-income families breaks itself down to two
major segments. One is that of providing relief and assistance to
those who are unable to be productive and to earn a living. The.
second concerns those who are capable or could be capable of earning
more and getting out of this low-income status. As far as the relief
side is concerned, I think we should realize that there are economic
benefits to be derived from increased purchasing power accruing to
the low-income families. :

Of course, we don’t want to provide free so much economie benefit
that there is no incentive to work. Obviously we must be very care-
ful about that, but I think that, first having assured that there are
adequate relief measures or assistance measures to those who can’t
earn a living themselves, we should face the problem where it is most
serious—in terms of the positive measures that can be undertaken to
increase the productivity and the earning power of the low-income
group. That is the area where I think we ought to really concen-
trate. What can we do in a positive, more constructive way to in-
crease the earning power of those in the low-income groups? I
think many things can be done. Because of the shortage of time,
I will merely list those that seem most important to me.

. First, I feel that education is one area in which a tremendous amount
of activity can be undertaken and should be undertaken. T agree with
Secretary Folsom that we have a shortage of teachers and a shortage
‘of schoolrooms, and it is due to the war, but the war is 10 years past
now. In these 10 years we have built an awful lot of structures-in
this country. I think it is tragic that we have neglected the physical
facilities in education at a time when we had so much productive
capacity being utilized. I hope that will be corrected, because by the
wonderful report your committee presented, clearly evidenced that
lack of educational background is an important factor in low incomes.
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More seriously, it is going to be an important factor in the children
of those in the low-income brackets, as the Secretary pointed out. . I
certainly feel that a positive Federal program of assistance in education
is needed.

I am very happy that Dr. Bowen raised the same question on hous-
ing, because there is a vicious circle in that area. When you don’t
provide adequate housing unfortunately you limit the productivity
of the individual.

I feel the same thing is true in health. I am sure if a correlation
were made of the per capita number of doctors, or the per capita
number of beds in hospitals, in relation to income, you would find
that the low-income communities or areas in the country are those
that have the lowest medical facilities. Again it is the vicious circle.
They haven’t got enough money to provide adequate medical care
with their own resources. That in turn limits their health, which in
turn limits productivity. I think we have got to break that vicious
circle by some governmental action.

I think there are possibilities certainly in the road program of help-
ing some of the stranded communities and less productive areas. I
believe that the allocation of Government contracts ought to be much
more vigorously used to help in economically depressed geographic
sections., I think in such areas as tax amortization and our dispersal
program, the Federal Government could use these measures positively
to help many communities. It could help them to rehabilitate them-
selves and develop industry and without economic cost. I don’t
mean it would be a good idea in dispersal for defense purposes to throw
plants here and yon merely because a community is stranded, but I
think considerations of economic need could be given fullest weights
and help those communities. : A

I think one very important matter which I should like to emphasize,

.as Dr. Bowen did, too, is the matter of racial discrimination. I
believe minority groups during World War II demonstrated their
capacity to be much more productive, to earn a great deal more than
they ever could before. I believe, unfortunately, we have probably
relaxed in our fight against job discrimination after the war, and I
suspect that, bad the vigorous fight against job discrimination per-
sisted after the war, we would have less groups in the low-income
categories today, and the country would be more productive.

I think positive efforts in the direction of helping handicapped
could also be undertaken. These are merely illustrative of the kinds
of positive measures I think the Federal Government can undertake.
While State and local governments should be encouraged to do their
utmost, I think the Federal Government has to take the initiative
and carry the major responsibility in this area.

Senator SPARKMAN. Thank you very much, Mr. Nathan.

(The complete statement of Mr. Nathan is as follows:)

StarEMENT OF ROBERT R. NaTHAN, PrEsIDENT, ROBERT R. NATHAN
AssociaTEs, Inc.

Mr. Chairman and members of the subcommittee, this opportunity to appear be-
fore your subcommittee on the vital subject:of low-income families is very ‘much -
appreciated. Your subcommittee is to be commended on its concern with this
problem and on having arranged these hearings. My work over a period of many
years in the field of national income and in many undeveloped and underdeveloped
areas abroad has convinced me that the complex problem of poverty requires not.
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only sympathetic attention and thorough study, but also positive goveramental
actions leading to its alleviation and ultimate solution,

There are two major aspects of the problem. In the first place, modern tech-
nology has truly made it possible to produce goods and services in sufficient quan-
tities to eliminate poverty. The scope and depth of poverty in many parte of the
world are such that considerable time will be needed to achieve this objecuive,
but surely no one can argue effectively that it is achievable. Secondly, the term
“low income’’ is relative in time and location. What we regard as a low income in
the United States may be a middle or even a high income in many countries.
What we term “a low income today’” was, in real terms, a middle income only
a generation or two ago. And today’s middle income will be a low income before
the end of the century. Poverty or low incomes must therefore be appraised in
the light of current and national circumstances. In such terms, we do have an
important and challenging problem.

In considering the role of the Federal Government, it seems to me appropriate
first to relate the subject before this committee today to the broader question of
the role of the Government in our overall economic life. With the Employment Act
of 1946 as an established fact, it might seem unnecessary to discuss the matter of
Government’s function in the economic health of the Nation. Yet, we must
realize that the Employment Act of 1946 was not without opposition and that
many of the more conservative elements in our country are still not reconciled
to this legislation. Their continued opposition manifésts itself in pressure to
interpret the law narrowly, to minimize the activities of the Government in the
field of economic policies and operations, and to resist most new economic legis-~
lation. - A full understanding of this opposition, in considering the subject before
us today, is by no means a matter of beating a dead horse over the head.

Behind the struggle for legislating the principles embodied in the Employment
Act of 1946 was the determination on the part of its supporters to prevent the
recurrence of major depressions and mass unemployment. Recurrence of the
tragic hardships of individuals and families and the vast waste of the 1930’s had
to be prevented. Further, the demonstration during the war of what could be
accomplished with the full mobilization of our productive resources made the
conditions of the thirties even more intolerable.

Measured against this basic objective of sustained high levels of employment
spelled out in the Employment Act of 1946, the.success to date, with some excep-
tions, has been most gratifying. No responsible person would be-so brash to as
contend that unemployment and. unutilized resources have become a purely
historic phenomenon and that we have learned all there is to be known about
ccontrolling the business cycle and maximizing employment, production, and
purchasing power. We still'‘have a long way to go in learning how to maximize
the output of our economy in the United States for the benefit of all our citizens.
But we have taken great strides forward. There are almost no economists today
‘who believe that major depressions are inevitable or who espouse the principles
that the Government should do absolutely nothing to prevent depressions. . When
-one realizes the vast changes in attitudes, conceptually and implementation-wise,
‘on this particular subject over only a couple of decades, the progress is impressive.

Ten years of peace and disarmament, war and rearmament, inflation and
recession, have afforded some basis for evaluating the Employment Act of 1946,
‘Three conclusions stand out boldly. First, this has been a decade of unparalleled
growth and prosperity. Second, the Federal Government has generally played
an active role in promoting this prosperity. Third, we have come to realize that
while so-called full employment is a major achievement, it does not solve all of
our economic problems. It has resulted in a big increase in living standards;
the rate of technological progress has risen; and the benefits of our expanded
productive capacity are more widely spread among our citizens than ever before.
However, as already stated, there are still many problems to be solved. When
and if we solve those which we recognize today, there will be more problems to
solve tomorrow. That is to be expected. L

Perhaps it is the prospect of the contiruing process of new recognition of prob-
lems ‘and new-searches for their solutions which-are so distressing to the more
conservative elements. Those in favor of status quo never like to see adaptations
to any change because they realize that there will be more and more adaptations
to more and more changes as time goes by. Just as they fought the Employmert
Act of 1946, so they will fight every further progressive economic measure of the
Government and will regard each successive step as an irvasion of individual
freedom, a violation of the principles of the free-enterprise system, and as a further
move toward changing our basic ideologies. We must face these views in recog-
nizing and seeking answers to the problem of low incomes. :
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May I add one more thought about this broad consideration before moving
on to our specific subject. Today our economic freedoms are greater than ever
before. As a matter of fact, the 1929 depression probably imposed the most
serious denials of economic freedom and opportunities upon individuals and upon
business enterprises this country ever experienced. Widespread bankruptey and
mass unemployment, attributable to general economic distress and not to the
deficiencies of the businessman or the worker, represent, in my judgment, far
greater denials of economic freedom than all the economic legislation on the books
of this country from its very beginning. Most of the economic laws we have
adopted have been designed and have served to increase the freedom and oppor-
tunity of our people.

I have dealt with this matter of the role of Government in the overall economy
at some length because it should be helpful in facing the problem posed for dis-
cussion today. That there is a problem of low income families in this cou try,
despite record levels of production and prosperity, of high wage rates and moderate
levels of unemployment, is unquestionable. If anyone had doubts about whether
such a problem exists, the materials assembled by the staff of this committee and
published 3 weeks ago should dispel any such doubts. This report is a most
valuable document. Instead of dealing with a subject in generalities, it presents
a mass of statistical material and objective analyses, in usable and impressive form.
Such documentation makes it possible to deal with the problem of low income
families on a much more solid basis than heretofore. The American people will
be indebted to this committee for many years to come for having presented and
factually documented the problem so well.

Now, having recognized that there is a problem of low income families, an ap-
praisal of what can and should be done about it should properly start with a con-
sideration of the role of the Government in its solution. The problem has not
been solved by so-called full employment. I believe it will not be solved unless
the Federal Government does something about it. Those who opposed with vigor
the Employment Act of 1946 and who have continued to oppose every piece of
constructive legislation in the economic field will likely say that the problem is
not the responsibility of the Government; that the present moderate level of
unemployment means that there are job opportunities for everyone who is willing
and able to work ; that efforts to help the low income families will destroy initiative
and self-reliance; that it is contrary to the spirit of freedom and free enterprise to
assist such families; and that we have already gone too far in interfering with free
processes of the economy. Perhaps it will not be stated quite so brutally, but in
essence they will say that the right to suffer privation and to live in poverty, even
though it may be through no fault of the individual or family, is one of the basic
freedoms that should be protected. This is complete negativism and, in my
judgment, contrary not only to the best interests of the country, but also contrary
to the underlying principles of the Employment Act of 1946.

If we accept the conclusion that Government has a responsibility to the low
income groups, then we must break the problem down into components or cate-
gories which call for different analytical and policy approaches. ‘Two broad
classifications are apparent. First there is the large body of families and indi-
viduals with low incomes because of the unemployability of family members.
Second are the low income groups whose status can be ascribed to other factors.
The lines of distinction between the two are not always clear. Efforts should be
made to facilitate the shift of those who could be made productive from the first
to the second category. Beyond that, the social security and relief programs of
Government should place a decent minimum floor of benefits under the former
group. The problem of the latter group is the one around which our discussion
today should center. ) .

Before considering the role of Government in increasing the productivity of
those who are employable, we must recognize that the assistance program for the
unemployables has significant economic implications. The larger the grants to
fow income families, the larger will be the consumer demand in the market place.
They can be a factor in the stability of consumer demand. Such grants represent
transfers of income from one segment of the population to another. They affect
the degree of concentration in income distribution, depending on the types of
taxes assessed for this purpose. They can be helpful in bringing about a more
stable relationship between savings, consumption, and investment. Therefore,
while assuring some minimum income to unemployables is essential from a
humanitarian point of view, its economic consequences should not be ignored.

To answer the first question posed to the participants in this morning’s session;
it seems to me that it is not only compatible with the Employment Act of 1946,
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but esseritial in carrying out that act for the Federal Government to undertake
programs t0 increase productivity and earnings of the low-income groups in our
society. When we talk about maximum employment and maximum production,
inevitably we mean maximum utilization of all our productive resources, Our
most valuable resource is our manpower, When people capable of becoming
more productive are actually producing and earning far less than their capabilities
permit, then we are certainly not maximizing our employment and our production
and we are not carrying out the objectives of the Employment Act of 1946,
Therefore, every effort must be made on the part of the Federal Government to
increase productivity and earnings of the low-income groups.

As stated before, full employment does not solve the low-income problem, bug
makes the problem more soluble. We should recognize that full employment not
only is essential for a prosperous society, but by making available job oppor-
tunities it facilitates the process of increasing the productivity and earning power
of the low-income group. Generally, marginal producers ha e little opportunity
when there is mass unemployment, but are far better able to upgrade themselves
in periods of full employment. The demand for workers during the war shrank
the number of low-income families not only because the unemployed were put to
work, but also because there were so many opportunities for persons on marginal
farms or in stranded communities to migrate; for the physically handicapped to
demonstrate their abilivies to produce; for minority groups to overcome job dis-
crimination; for upgrading to take place all along the line  Therefore, we should
recognize both the fact that full employment does automatically help toward the
solution of the low-income pre blem, btt that the problem persists even with full
employment and that it requires special attention.

The bare fact that literally billions of dollars worth of goods and services each
year are being lost because of the low productivity and low incomes of so many
of our families, is ample economic justification for positive programs on the part
of the Government to do something about this problem. I am convinced that
the direct costs of such programs will be far less than the value of increased
output each year. More important, the benefits to the economy will continue
year after year.

As with all economic problems, we must take into account all of the costs in
relation to all of the benefits. One of the possible costs to be appraised is that
of any adverse impact on the general health of our economy resulting from such
programs. In other words, if the Federal Government pursues policies and
adopts programs to assist low-income families to increase their productive capacity
and their earnings, will these have offsetting adverse consequences elsewhere in
the community in terms of lowering the rate of improvement in overall produc-
tivity and limiting our economic progress? These are proper questions and they
must be subjected to such an inquiry. Perhaps the most serious question about
the cost of such programs involves the forces underlying the dynamic nature of
our economy and the resourcefulness of individuals in their productive endeavors.

If the Federal Government were to undertake programs which weaken the
dynamic features of our free enterprise society or which destroyed incentives for
assuming risks and for the development of new ideas and new processes and new
products, then we would truly be faced with a very serious policy dilemma.
If & program to help the low-income groups were to have these results, it would
probably be better to abandon such a program and merely support adequate
relief and assistance programs. Such assistance must not be so large as to take
away the incentive to work. In other words, programs should be designed so
as not to destroy, the dynamic features of our economic system. I, myself, do
not, foresee such danger in programs to increase the productivity and earning
power of low-income groups. . But certainly objective and intelligent appraisals
are called for in this matter.

It is clear that the level and composition of both receipts and expenditures of
the Federal Government played ar important role in influencing economic activity.
The more taxes the Government collects, the less mouey is left in the hands of
businessmen, farmeis, and workers. The more the Government spends relative
to what it receives, the greater will be the purchasing power in private hands.
Further, and equally important, different taxes as well as different expenditures
have varying economic impacts. Therefore, in attempting to deal with the prob-
lem of low incomes the Government already possesses instrumentalities of varying

otency. . .
P Taxation affords a less powerful vehicle for helping the low-income groups than
it does for correcting other deficiencies in our economy. The low income groups
pay no income taxes. They are burdened with many excise taxes and are particu-
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larly subject to the incidence of State and local property and sales-taxes, which
tend to be. more regressive than do Federal taxes. While the opportunities for
helping low-income families through tax relief is somewhat limited, nonetheless,
further study of the opportunities in this area should be pursued. From the point
of view of economic policy, it would be particularly desirable to achieve a greater
degree of coordination between Federal taxation and the taxes assessed by State
and local Governments. Ours is a truly integrated economy and the role of State
and local Governments in aftecting economic .activity has been neglected far too
much. The problem of low incomes provides another among many reasons for
more direct attack on this matter of tax coordination. . O .

" Tar more power in dealing with the low-income problem-rests in- the area of
Government expenditures. In-comparison with the total Federal budget, a few
tens of millions of dollars here and there for specific development programs and
an oceasional hundred million or more for other programs would impose a very
modest burden on the Federal budget and could bring substantial benefits not
only to the low-income groups, but to the health and soundness of our entire
economy. Tax relief, especially for the higher income recipients and for corpo-
rations, should be subordinated to the needs of low-income families. .

The field of education is one in which more Federal participation is clearly
needed. At this particular moment, educational requirements should take
absolute priority over tax cuts. We find in analyzing your committee’s report
that the lack of education is an important factor in low incomes. Not only do
many of those who fall in low-income -groups suffer economically and produc-
tivitywise because of the lack of education, but even mcre important, their
children have limited educational opportunities and will .therefore be less pro-
ductive in the years and decades ahead unless-there is action to improve their
situation now. ~This is certainly one area in which Government expenditures
are more important than tax cuts and for which we can well afford to meet the
full requirements, which are today so shortsightedly being neglected. .

Health activities also call for needed increases in Federal expenditures. We
require action by the Federal Government to assure adequate health tacilities
for all our people. If one were to correlate the number cf doctors per capita
or the number of hospital beds per capita with income per capita, certainly the
result would show a close relationship by States and by communities. There
is a vicious circle in that the low-income groups cannot afford to pay for adequate
medical attention, and this in turn results in health ‘conditions not conducive to
greater productivity and higher earning capacity. )

Certainly more Federal expenditures for roads would improve economic oppor-
tunities for many cities and many farm areas which today find it difficult to
move products to the market economically and in competition with other areas.
By directing Federal contracts more aggressively into communities with sizable
unemployment, we can help reduce the list of critical areas. The Government
should use the incentive of accelerated tax amortization to encourage plant
location in selected communities. The dispersal progrem as part of our defense
ageinst atomic attack might well lend itself to the rehabilitation of stranded
communities. By varying matching grants for various purposes in accordance
with some economic formula, the Federal Government can help direct more
funds and therefore stimulate more buying power to parts ot the country where
the low-income family problem is most serious.

Certainly Federal programs which aid the low-income groups have a humani-
tarian basis and are justifiable on such grounds. However, it is my conviction
that such programs are equally justifiable on economic grounds. I bhelieve that
both objectives should serve as a basis for evaluating Federal programs. It
would seem logical in relief programs to rely more on criteria of a humanitarian
nature, and in programs designed to increase productivity and earning capacity
to rely more on economic criteria. In reality, both of these criteria must be taken
into account. Too often we neglect to appreciate the fact that helping people so
that thev are then better able to help themselves, is in essence an investment.
There is an economic as well as humanitarian benefit in raising one’s earning
capacity. The principal difficulty is that of measuring the relationship between
costs and benefits for different approaches. The measurements should certainly
be made in considerable part in economic terms. .

Those in our society who are fortunate enough to be in the higher and middle-
income brackets shouid be interested in helping those who are less fortunate from
the poin® of view of self-interest. In these days of severe ideological conflict, the
forces of freedom and democracy can best survive in an environment where
poverty is banished or where at least great efforts are being made to banish
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poverty. Our modern technical and productive capacity has demonstrated that
we can produce encugh to provide decent standards of living to all our people.
Therefore, we have the capacity to assure everyone the opportunity to share
fairly in our abundance. Having the capacity and realizing the political implica-
tions, we must also act positively to do everything we can to help the low-income
groups to earn, and I emphasize the word “earn,” a fair share in our abundance.
It is important politically, it is important from a humanitarian point of view, and
4lso’it is important economically because it can raise total production. It can
increase the size of ‘the total pie so that there can be added prosperity for all of us.
. I should like particularly to emphasize one final point. It is clear from the
report of this committee that racial discrimination is an important factor in the
low-income problem: There is too much discrimination and therefore too much
denial of opportunity for too large a portion of our population. We need Federal
and State and local legislation against discrimination in job opportunities, We
saw during the war how much more productive our citizens can be, irrespective
of race, creed, or color, if there is greater opportunity. From a self-interest point
of view’ this country cannot afford the waste of manpower which still persists in
too large a measure because of discrimination in job opportunities. A Fair
Employment Practices Act ought to be legislated by the éjongress and should
be-enforced toward the end that no waste will be permitted because of this un-
American and undemocratic practice. Also more State and more local legisla-
tion of this nature is needed. -

In summary, I am convinced that on economic grounds alone, there is not only
the justification, but also the necessity for a responsible and aggressive Federal
program to assist ‘the low-income families to increase their productivity and
earning power. This responsibility also rests with State and local governmental
jurisdictions. There are opportunities to implement such a program in a variety
of ways and I am certain that as we devote more of our attention to the problem,
we can arrive at a full solution for the benefit of all Americans. .

Senator SpPARKMAN. Many questions have occurred to me as we
have gone along. I wonder first if any panel member has any question
to ask of a brother panelist.

Mr. Bowen. I would like to ask Mr. Nathan about the kind of
impact that the program he described would have on the Federal
budget. What would be involved in terms of dollars? :
"~ Mr. Naraan. I didn’t try to compute the costs. I would suspect
that a program of a magnitude of perhaps 1 or 2 billion dollars in
these various areas would be sufficient for the next 2 or 3 years to try
out the suggested programs and to appraise this adequacy and impact;
including the indirect consequences. ’ : ' ,

Now, we are ficed with a talk of a tax cut this year. For my:
money, I think it is utterly absurd to cut taxes, especially at higher
income levels, and on corporations, when we don’t have adequate
educational facilities for our people and when the housing provisions
for low-income groups are inadequate, or the health facilities and
facilities for training are inadequate. I believe we could balance our
budget in the next year or two if we pass up these cuts and instead
provide these things which to my way of thinking are far more essential
than the tax cuts.

Mr. Myers. Do you mean a billion or two dollars in total?

Mr. Natran. Yes; for all these measures. I would see in the next
year how that works, whether it is adequate, and what the impact is.
I would like to ask Mr. Myers about this problem, his very last point,
about the burden.

When you stop to think of it, if you were to take 10 percent of our
families, something like 5 million, or those under a thousand dollar
income, let’s assume that you want to arrive at a program to increase
their income by a thousand dollars per family. That is $5 billion.
Five billion dollars compared to almost $400 billion gross national
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product, or a hational income received in disposable form by individuals
and families of almost $300 billion. '

It is hard for me to conceive of that being a serious burden on the
economy if it is properly allocated intelligently through taxes.
don’t see how that could be harmful to the economy. :

Mr. MyEegrs. I would agree that if it is properly allocated the
country could stand an additional $5 billion without. seriously dis-
ruptive effect. We are a very rich country and can afford to do things
that many other countries cannot do. But I would still think that
the way you just suggested would be precisely the wrong way to go
about the job. It seems to me that the thing to do with the low-
income {amilies is not to just give them additional income. That is
basically a relief approach. 1 think we ought to extend smaller
amounts, smaller because I think with the approach I am suggestin%,
we can’t spend huge amounts, to provide opportunities for these people
and get them into locations and occupations where they can support
themselves. A program of that sort, the maximum program the
Federal Government could adopt of this nature would involve ex-
penditures of much less than $5 billion a year, and I think at the same
time would be very much more effective.

Senator SPARKMAN. By the way, Mr. Nathan, in his presentation,
suggested the use of tax mducements toward helping shift industry to
distressed areas. Would you go along with that kind of a program,
Mr. Myers?

Mr. Myers. I would be very, very cautious about it, Senator. I
think there are some situations in which it can be helpful, but in past
years of studying a good many localities in which this has been tried
I must say the typical result 1s simply a low-grade industry in a low-
grade community, or one which, after the tax exemption has expired,
moves somewhere else, rather than a rejuvenated community.
won’t say it can’t be done, but frequently the money seems to be
largely wasted.

Senator SPARKMAN. I am not sure I understood that to be the kind
of inducement that he meant. I thought it was the amortization
program of the Federal Government, in other words.

Mr. NATHAN. Yes.

Senator SParkMAN. I understood him to mean the granting of
tax amortization by the Federal Government, to concerns which
would locate their buildings in certain areas, rather than tax exemption
or other action by local governments.

Mr. NaTrAN. Yes. My feeling is that is by no means going to be
a major corrective, but when you are allowing plants to amortize their
capital investment in, say, 5 years instead of the normal 20 years, it
seems to me that you could use that kind of a criteria for this particular
purpose. '

Now, Mr. Myers is quite right, that you don’t want to get just the
low-productivity, high-labor-intensity, low-wage industries. 1 have
seen that in Puerto Rico where we have done some work. You get
some down there for the tax benefit, and they run away after the tax
benefit is over. I think you can accomplish something, even if you
only get 50 plants more located in distressed areas as compared with
what otherwise might have taken place. I think that is a move
forward. The same thing is true on the dispersal program, on the
problem of atomic attack. We have concentrated our industries in
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the United States to the point where if there were a war we would be-
terribly vulnerable. We are talking about dispersal. In that manner
we shouldn’t necessarily put it in a distressed area, but we should take
that factor into acecount, which I think has not been done.

Mr. Myers. If I may comment further
- Senator SPARkMAN. Yes, indeed.

Mr. Myers. I think this is justifiable and desirable in cases where
theeconomic advantages are about equal, but not in others.. I think
frequently it is the case that when you get a distressed area there are
good reasons why it is-distressed. It may be a matter of labor which
1sn’t appropriate to the needs, it may be a matter, as Mr. Fishman
will no doubt point out, of a resource, which has been, or is relatively
less advantageous economically than it used to be, et cetera.

. I think the danger here is that with a rapid tax writeoff approach,
the device will be applied without sufficient discrimination, and what
we will be doing is subsidizing industries in areas of less efficient
operation. I would quite agree that when the economic factors are
equal, then we should try to help the area in which unemployment is
high, or which is for any reason distressed, but not beyond that point.

Mr. Fisaman. I would like to point out that with regard to the
Appalachian coalfields, which represents a major segment of the areas
where we find low-income families, that among the causes of depression
In those areas are some of the social, cultural, and economic factors
which have been produced by the depressed conditions themselves.
In other words, the fact that we have had depressed conditions in the
bituminous coalfields has been a factor which has kept new industries
from coming into the area. These areas have poor and rather un-
attractive communities, without adequate educational facilities, water
supplies, sewerage facilities, hospital facilities, recreational facilities,
and so forth.

From an engineering standpoint and from the standpoint of purely
economic considerations, those areas are quite as desirable as other
areas for purposes of industrial location, but yet new industries are
not attracted to these areas because of these other considerations
which are not related to their economic desirability. I think in
situations of this sort, the Federal Government can make an:important
contribution which cannot be duplicated either by State or local
governments.

Mr. Natsan. I think Mr. Fishman is right. When a man decides
to set up a new plant, obviously economic considerations are impor-
tant, but also there are psychological factors. If you go into a center,
the education facilities are poor, and the city is dirty, it isn’t the kind
of thing that is conducive for one who seeks a dynamic growth. He
likes to get into an area with people who are jumping, active, excited,
and developing. I think that the very location of a new plant or two
in some of these communities can be a very important factor.

It is hard for me to find out why a city like Cumberland isn’t able
to get any plants, and Hagerstown and some other communities up
bere have, or southeastern Ohio—I don’t mean to prejudice my own
home State, but there they have this tremendous atomic development
there. It might as well have been located in West Viginia for economic
considerations. I don’t know. I agree with Mr. Myers, if we take
into account the economic, but also seek in a positive way to give
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consideration to these distressed communities, I think we can do 2
great deal more than we have done to date.

Senator SParkMAN. What about the industries that are already in
those communities? Would they feel—I am talking about where
tax benefits are given—would they feel they were being discriminated
a; amst‘?

g Nartuan. I doubt it. T think that it would be possible to
prov1de this kind of incentive to new ones without the existing indus-
tries' feeling they would be discriminated against unless they happen
to be very competitive. Tt is difficult . to prov1de incentive to new
enterprise when an existing competitive enterprlse doesn’t get it.
But I think in most cases you would bring in new types of enterprise,
I think.existing businesses would welcome it because it creates a
healthy environment for them as well.

Mr. Bowen. More impoitant than a tax incentive. would be im-
provement of the educational, cultural, social facilities of these com-
munities. A tax incentive, after all, is bound to be a temporary thing.
It involves problems of 1nequ1ty, p0551bly problems of competitive
relationship. I think it would be of limited application. But there
are things that could be done in these depressed areas to improve
education and health; the basic facilities of communities, that would
have lasting impact, not only upon those particular communltles but
upon- people .in :those communities who may migrate elsewhere, and
it seems to me that the emphasis should be upon community develop-
ment rather than upon tax advantages.

Mr. Mygrs. I would fully agree with that.

Mr. Bowsn. I will fully agree, however, that tax incentives might
be used to a limited degree.

Mr. FISHMAN On the other hand, while I would agree with this
point of view in a general way, if the Federal Government is going to
stimulate movement of -industries-to those areas, it would help con-
siderably if to these other advantages we also provided the tax
amortization inducement.

Mr. NatHaN. I certainly agree with Dr. Bowen. It is a matter
of combination. No one particular approach, I think is going to
achieve the desired effect. It is a matter of attempting and experi-
menting with many, many devices to try to accomplish the end
result. “Each one may have a little marginal or additional impact
that is important.

Mr. Bowen. Another thing, Senator, when we speak of certain
distressed areas, for example, the Appalachian coal region or the New
England textile region, we sometimes forget there are little distressed
areas in every State of the Union and every part of every State. For
example, parts of New England agriculture are just as distressed as
parts of Appalachian and southern Appalachian agriculture, or parts
of Chicago are just as distressed as parts of, let us say, the New
England textile area. 1 think that excessive concentration on par-
ticular large areas may be missing the boat somewhat in that we have
distressed people, distressed areas, distressed neighborhoods through-
out the whole country. 1 would rather see a program designed to
ameliorate poverty in this country having general application rather
than one applying to certain particular regions that we notlce simply
because a large area is affected.



72 ‘LOW-INCOME FAMILIES

Senator SparkMAN. Let me ask this question: Is there any kind
of a program, such as technical assistance, leadership training, assist-
ance of that kind, that can be rendered to individual communities or
to distressed areas to help. them help themselves to pull out?

Mr. Bowen. I think that is part of what I should call education.
Education applies not only to young people; it also applies to older
people. And one kind of education, of course, is training or the
dissemination of information about alternative opportunities for
work—possibly supplemented with financial assistance to people who
wish to relocate. I think the educational problem is at the adult
level as well as at the child level. ' '

_ Senator SparkMaN. With reference to technical assistance, I
believe it was Mr..-Myers who had something to say about the Farmers’
Home Administration, :

Mr. MyErs. Yes. . :

Senator SPARKMAN. Prior to that Administration there was the
Farm Security Administration. Down in my area I have seen how
technical assistance was-handled, particularly that dealing with low-
income farmers, through the Farm Security Administration, and later
through the Farmers’ Home Administration. It did have the effect
of helping those low-income farm families bring themselves up to the
point that their income increased, their living standard became higher,
and in many instances they became farm owners rather than farm
tenants. ‘ ' '

Now, I am wondering if-—and I certainly think that in any overall
farm program that we work out there has got to be a recognition of
distressed farm areas, and a provision of some such a program as that,
but I wonder if this is not also true of areas that are suffering from
industrial distress. . ,

Mr. NatHAN, I would certainly think so, Mr. Chairman. I have
had considerable experience abroad in recent years in the undeveloped
countries, -and the point 4 concept of making available American
know-how to these countries has had some phenomenal results in a
great many instances. I .think sometimes here in the United States
we assume that merely because of our reasonable homogeneous charac-
teristics, that the technical knowledge applied in one place is readily
. understood and passed on to other areas. I think that assumption
perhaps is not quite correct and if some of the outstanding managerial
and technological talent that prevails in some of our more advanced
communities could be made available by technical teams to these
distressed communities, it would be very .valuable.-

Mr. Mygers. I think that is a very important suggestion. I think
that there is a good deal the Federal Government can do about it
with its present powers through the Department of Labor, Small
Business Administration, and various others. More can be accom-
plished than is frequently assumed. Some of these efforts need to be
strengthened and expanded. I made a canvass a year ago of what
could be done in the way of technical assistance, managerial aid, to
distressed areas in connection with some work we were doing on the
tariff, and found that the resources available in the Federal Govern-
ment are considerably broader than most people assume. I think
the program—the Federal role-—should be primarily one of leadership,
providing specialized services and some funds when local and State
funds and resources are not adequate, but I think the program as a
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whole needs to go through all levels of Government. and needs to in-
volve private groups as well, , . _

_The experience has been, I believe, that unless there was a genuine
and concerted and active interest in the locality in rebuilding itself,
there is very little the Federal Government can do. Given that
concerted interest, there is a great deal that can be done without
anything more .than, say, guidance, assistance, technical assistance
from the Federal or State Government. » . -

There is case after case in American history where communities
have been rebuilt, when you had this genuine desire on the part of the
locality to do the job. There are also, unfortunately, many cases
where a program imposed from.the outside, brought in too-largely -
from the outside has failed. o . -

I think you have Mr. William Batt, Jr., coming before you in one
of these sessions. .I hope you will ask him questions.about this,
because he has given it a great deal of thought, when he was here with
the Department of Labor, and now in Toledo. I think he has studied
this issue about as thoroughly as anyone I know. I am sure he can
be very helpful in developing it. - i _ »
__Mr. Bowen. May I ask a question for information? Are we talking
ii;b(_)}lllt technical assistance to business firms or .to communities, or

oth? . ‘ S .. CL

. Mr. Myzrs. Both. I had more in mind  the communities than
business firms. I would say both. L S
~ Senator SPARKMAN. I wanted to make this comment, too;_which
I think is in line with what you say. Oftentimes the community could
do the job if they knew how to get started.. - e

Mr. MYERS. Yes. : . : o

. Senator SparkMaN. I think perhaps there could be some kind of
assistance given—I wonder if you agree with me—and undoubtedly
there are facilities .already available within -the Government for
rendering.that assistance; going out and perhaps giving whatever.is
necessary to ignite that original spark. . e

Mr. Fisaman. I would like to suggest this—- L
. Senator SPArRkMAN. May I say this: I have come across any num-

ber of communities who want something. They want -something
brought in, to give greater employment, and there are some of these
depressed and distressed bituminous coal areas in my own State:
Sometimes I run across those communities. They simply don’t
know how to start. R . o .
Mr. FisaMaN. I have seen at firsthand the problem of depressed
areas involving a larger region of the country, particularly the coal
region. I am fearful that at the present time there is an excessive
emphasis on the advisability of technical assistance alone. I don’t
think that technical assistance alone will do the job.because in the
case of these Tegions, as in the case of the underdeveloped countries
of the world, what is equally important, if not more important, are
large industrial facilities. Many of these areas do not have the indus-
trial facilities to begin with to which they could apply technical
know-how, even if it was acquired, and financial resources within the
areas themselves are inadequate to construct the necessary-facilities
which are needed to provide employment and to increase productivity.
. Industrial development in these areas will have to come from pri-
vate sources if economic conditions in these areas are to- be per-
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manently improved, and the Federal Government should take the
lead in attracting private firms to these areas. Technical assistance
is important, but only after the necessary industrial facilities are
available so that this technical knowledge can be put to practical use.

Senator SPARKMAN. I certainly would not contend: that technical
assistance in itself would be sufficient. It is only one of the factors
I think, but I do believe that it is an important factor.

Mr. Bowen. I am still mystified. Are we speaking of technical
assistance that comes into a community that has no industries and
helps the community get, industries? . .

Senator Sparxman. It might do that, or it might be given in a
community in which there is more or less a sick industry, where
technical assistance is needed. I can point out a good many small
communities in which perhaps there is only one small business,
Perhaps local financing was no longer sufficient, or perhaps there were
other problems that arose, and someone who is an expert along
these lines could have helped out. I have in mind the little coal-
mining town of Cordova, Ala., and I just happened to think of it in
connection with this. A few years ago there was a little industry
working there, giving employment to, [ think, 25 people. But that
fed 125 people. It was about to go broke. It had a good setup,
but simply couldn’t get the negessary financing that was needed in
order to stem the tide at that particular moment. At that time the
RFC was functioning. I helped them put their application through
RFC and they got a loan, and it was the lifesaver of that little com-
munity. It has functioned well ever since.

I am quite sure that it has paid off its loan, and has continued to
feed, not only those 125 people, but to expand and feed still more.

That is a small example, but I think a typical example, in-a highly
distressed area. '

Mr. Mygrs. Isn’t the situation that technical assistance, while a
very Important part of the program, is still only one part of the
program? This is the point you made a moment ago and I quite
agree with it—or at least it is the point as I understood it—that you
need technical assistance, but you also need some basic rehabilitation
for the area. That is, you need educational programs, you need
occupational training, and you need occupational placement advice,
and things of that sort. You need all of these things.

I think it is a mistake to concentrate on any one phase of the pro-
gram to the exclusion of the others; the importation of capital or tech-
nical assistance, or relief, or what not.

One of the things I think we have learned from past experience,
both here and abroad, is that to be successful a program for the aid of
a distressed area has to be an inclusive program which involves all of
these factors and in proper relationship one to the other. I don’t
think, speaking to what Mr. Fishman said a moment ago, T don’t
agree that the first step is to bring in capital. I think that is a mistake,
Capital would be wasted. T think the first step is to build an inte-
grated program, including all of these matters, and once that is done I
think the problem of getting capital in would become much easier,
jlll)st as I think it would become much easier in underdeveloped areas
abroad. '

Mr. Naruan. The big question is, where does the initiative come
froth for these so-called teams to come in and do programing, helping
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community services, helping in education, and helping in training, and
helping the sick industries, and helping the program program for
developing new industries, and laying out a plan for the financing
aspect. Where does the initiative come from? I think today they
lack that. I know what Bill Batt did in Labor: The total responsi-
bilities applied to that kind of assignment are limited today. I think
if the Government were to set up some instrumentality, I am sure you
could get help out of cities like New York, Detroit, or other communi-
ties on & loan basis, as is largely done in forelgn‘ &}smstance You take
communities.

I am sure if General \/Iotors, GE, Du Pont, or some of the other
industries were approached and impressed with their responsibility
in this area, that good management, good technicians, and so forth.
might be available to come in and help these industries on a tempo-
rary basis. The problem is organizing this so that there is a point from
which one can depart with some positive measures and positive steps.

Senator SpArkMAN. I want to ask Mr. Fishman one questlon Mr.
Fishman, you stated in your paper that formulators of Federal eco-
“nomic pohcy should stress short-run and intermediate effects rather-
than long-run effects of alternative policies.

I wonder if you could explain just a little more fully what you
mean by that. **What do you mean: by, or how ‘do you define ‘the:
“term ‘‘short-run”?

Mr. Fisuman.: At the present time we have about 3 million unem-.
ployed. As I mentioned earlier, a substantial number of these unem-.
ployed are living in the 120 major and minor labor market areas, in
which 6 percent or more of the labor force is unemployed. These
are economically depressed areas. 1 think something should be done.
for the unemployed in these areas at the present time, or within the
reasonably near future. It is frequently stated that if the country
succeeds in maintaining prosperous economic conditions with the:
help of sound fiscal and monetary policy, in time the problems of
the depressed areas will be resolved, as a result of the migration of
workers and families from these areas to areas in which greater em-
ployment opportunities exist. It would take an exceedingly long
period of time for a solution of this type to-be effected. In the mean-
while we lose the benefits of the productivity of these families, and
we fail to achieve the objectives-of the Employment Act. I think
that the problems of the depressed areas should be considered as
immediate, pressing problems and that every effort should be made
to find a real solution in the relatively near future.

Mr. NataaN. You would feel at the same time, though, that you
would have to begin on the policies which are gomg to provide the
long-run direction. It is-obvious that unless you have the funda-
mental corrective in the long run, you will have a series of short-run
problems, won’t you? You are always chasing after those if you
can’t undertake some basic measures to clear up the underlying
reasons for it. Isn’t it true we will'be chasing after these? I would
agree you should take care of immediate problems, too, but I think
at the same time what we have tended to neglect is the longer-run
and fundamental problem, such as Dr. Bowen said about basic edu-
cational facilities, etc. Unless you do that at the same time, it
seems to me you have a never-ending problem.
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76 LOW-INCOME FAMILIES

Mr. Fisaman. I tried to qualify my prepared statement to point
out that stability and permanence of results which should be achieved
would certainly be a primary consideration. At the same time,
however, we ought not neglect the immediate problem.

Senator SPARKMAN. - Your point is not against the long-range ap-
proach, but that it should be supplemented with attention to the
short-run problem. . - .

Mr. Frsaman.. That is right. _ :

-Mr. MyEggs. I take it you are shooting at exclusive reliance on
fiscal and monetary measures, particularly overall budgetary measures
as corrective of all problems in the economy. Put that way, I would
agree with you. _ '

Mr. Fisuman. That is right. _ :

. Mr. Mygrs. I think, however, these are basic and extremely im-
portant factors. I think many people who are most concerned about
the problems of distressed areas forget this fact, that without the
basic influence that can be exerted by proper fiscal and monetary
policy, most of our short-run or many short-run devices are merely
going to be palliatives or waste effort. - You need to integrate these
two. I wouldn’t argue that monetary and -fiscal means alone can
solve all problems; in fact, as I tried to point out, they cannot, but
I would agree with Mr. Nathan, that any short-run action we take
has to be taken in the framework of a long-range plan. Otherwise,
I am afraid we are merely postponing, although without intention,
the real solution to a lot of these persisting problems. .

Mr. Bowen. Senator, I should like to say a word about education.
I am an educator, so I suppose I keep emphasizing this factor. One
of the basic elements in economic growth is investment in people,
and one of the big wastes in our own national economy that derives
from poverty is the waste of human resources that could have been
developed to higher levels of productivity and efficiency. I should
say—speaking now with reference to the question of the relevance
of the problem of poverty to the work of the Joint Committee on the
Economic Report—it seems to'me that economic growth derives as
much from investment in human beings as from any other source,
and that discussion of this whole problem of poverty is really a dis-
cussion of how we improve human beings in this country. This is
certainly a relevant subject for the Committee on the Economic
Report in terms of its broad charter laid down in the Employment Act.

Mr. Narean. Mr. Chairman, I couldn’t say a stronger amen to
what Dr. Bowen has said. As we look at other countries, especially,
we find that the principal determinant of levels of economic develop-
ment or progress in a country is the ability of the people in terms of
their education and their experience. You will take country after
country, with fabulous natural resources, minerals, wonderful fer-
tility of the soil, natural advantages, marvelous hydroelectric poten-
tials, and per capita incomes of 30, 40, 50 cents a day.

Take other countries with rather limited natural resources, with
per capita incomes of $1,000 or $1,500 a year. The main reason is
the difference in the human resource. There is no doubt as we are
able to build up the capacity of the individual, overcome their handi-
caps or limitations by education and training, which must be coupled
with job opportunities along with it, I think we can solve this problem
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perhaps more by that approach than any other single one, although a
great many approaches will be necessary.

Mr. Exsiey. I would like to raise. the question here as to the role
of the Federal Government,in increased financial support for educa-
tion. During the last 25 years, the Federal Government has been-in
education with many programs, beginning with the NYA program
and construction programs of the 1930’s, the training of the soldiers
during thie war, the GI program—all of those things are tapering off
now, and in the absence of & new program the Federal Government is
ﬁndmg itself in the- position-of retrogressmg at this point, when the
baby crop is getting to _school-age. - ~

Mr. Bowen. I would be glad to try to answer that. -I feel strongly
that the Federal Government must get into education, financially,
on a much larger scale than it has in the past. 1 agree with you that
there has been retrogression in recent years in this respect.

. I find myself in.an awkard position. I am strongly in favor of local

self-determination or local -autonomy. But I think there are two
approaches to the problem. One of them is grants-in-aid by the
TFederal- Government, the other one is to strengthen the financial
foundation of our local .government. When we have a philosophy of
-wanting :local governments to do a great many things that are close
‘to the lives.of people, but yet do not give them adequate resources to
.do the job, we arein & very .inconsistent position.

I believe that the Nation should be looking toward ways of strength-
«ening the financial position ef local government, at the same time that
it is helping education, helping to ameliorate immediate problems, as
Mr. Fishman has men’moned through direct financial support.

Mr. Enstey. How should' that aid be given? Should we reduce
Federal taxes on the assumption that the State and local governments
would increase their taxes and thereby carry on these programs, or
should the Federal Govemment glve ﬁnancml grants to the States,
or both?

Mr. Bowex. I think both T think we have to be pragmatic about
these things, but if one of our objectives is to increase the investment
in human resources, along the lines I just spoke of a few moments ago,
T think that it may be necessary for the Federal Government to give
aid to specific programs. But I want to hedge my remarks with the
statement that 1 really believe in local autonomy and local self-
determination. I agree with the statement that Mr. Myers quoted
to the effect that local governments should be given responsibility to
.do everything that they can do. But there are some things that have
10 be done.that local governments can’t do as they are now organized,
and I think it is foolish for us to stand on some theoretical political
principle, and neglect the education of children and the development
of health services.

Senator SparkmaN. To make that a little more specific, may I ask
-you this: Some of the earlier acts, Federal aid to education—the Land
Grant College Act, etc., they did not take away any local autonomy,
did they?

Mr. Bowen. To some extent it did. These funds are administered
in such a way as to reduce the autonomy of the State colleges that
receive them. They are required to undertake certain services and
carry these services on with a certain level of efficiency.
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- Senator SparkMAN. But they have the responsibility for setting up
and carrying out those services. '

- Mr. Bowen. That is true. But there is a general supervision.
Let’s face it. When the Federal Government gives money out, it does
supervise expenditure of money to a degree.

Mr. EnsLey. You wouldn’t object to that degree of supervision?

Mr. Bowen. No; I would not.

Senator SPARKMAN. As a matter of fact, you would really expect
it? ’ .

Mr. Bowen. Yes; that is right. I don’t think the Federal Govern-
ment should pour out money with .no strings attached.

Senator SPARKMAN. Did you start to say something. Mr. Myers?

. ~Mr. MyErs. Yes; I think as Mr. Bowen does, that we are in a
situation now where certainly for the present—I am stating my own
personal view here and not that of the committee, the committee has
not dealt with this question—but I think we are in position now, for a
temporary period at any rate, where there is need of assistance from
the Federal Government for general education. I don’t think that
can be given adequately by reduction of Federal taxes. There are
several reasons for this. Reduction in income tax doesn’t of itself
provide a county out in Towa with any additional funds, of course, or
make it appreciably easier for it to get funds. There is also the prob-
lem of marked inequalities of income levels within the States; which I
think is one important reason why some Federal aid is indicated.

I would rather reserve the question of indefinite continuance of
Federal aid until we get further along and see what kind of situation
we face. I think there are various ways in which this aid could be
given. I think there is a great deal of difference in the degree of
local control, how the aid is given.

I feel as Mr. Bowen does, that it would be very unwise to give any
great degree of direction of the educational effort to the Federal
Government. I think this is a function which we ought to keep close
at home, but I can’t quite see why a Federal program for aid, let us
say in construction, would need materially to interfere with local
direction of educational efforts. I would agree that the Federal
Government, if it aids construction, ought to -have the authority to
require that minimum standards of comstruction are.followed in
building structures, but that doesn’t have anything particularly to.
do with the education of people who go into the building.

I am not saying that is the only form which aid may take. I
haven’t studied the subject sufficiently to have a complete program
on tap here, but certainly this is one of the urgent needs, more build-
ings and more classrooms. Certainly this is an area in which I don’t.
see why there needs to be any appreciable encroachment by the
Federal Government on control of the educational process, if the
Federal aid is granted.

Mr. NarHAN. Mr. Chairman, may I join a sour note here? I have
a feeling that over the years we are fighting a slowly losing battle on
this problem of reservation of State and local controls in many ways.
Having been in the Government, I certainly appreciate the dangers.
of bureucracy and centralization. It seems to me, however, from an
economic point of view, that inevitably more and more, at least from
the financial point of view, the direction of funds for these kinds of
activities is going to have to lodge in the Federal Government.
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One of the problems, it seems to me, is the tax problem. Now, a
very substantial portion of our Federal revenue comes from corporate
and individual income tax. The proportion today compared to what

' 1t was 30 years ago is, of course, phenomenally greater and it is very
difficult to set up local progressive taxes or income taxes, State income
taxes, Federal income taxes, local corporate income taxes, State income
taxes on corporations, and Federal taxes on corporations, all at the
same .time.

The result is-that most of our State and local taxes are regressive,
or at least they fall more heavily on the lower income groups than is
true of the Federal taxes. I think there is increasing resistance, and
properly, in our economy against this kind of taxation. I think in-
evitably the financial problems of State and local governments are
going to increase. If the burden of Government responsibility does
gradually grow, as it probably will-—whether it is desirable or undesir-
able, I think it probably will—it seems to me, the role of the Federal
Government will become increasingly greater because of this financial
situation. I think that we have got to try to do what is necessary
in specific areas like education, along with facing this problem. We
also ought to be thinking, Mr. Chairman, about the problems of better
coordination between Federal, State, and local governments in the
tax area.

Mr. BoweN. I subscribe to that.

Mr. Exsrey. That is all.

Senator SPARKMAN. Are there any further questions?

(No response.) : . .

Senator SPARKMAN. Is there anything further from you gentlemen?

(No response.)

Senator SparkMan. Thank you very much.

I think it has been a very fine panel discussion. We are indebted
to each one of you for your part in it. :

. We will recess until 2 o’clock in this room.

(Whereupon, at 12:35 p. m., the subcommittee recessed until 2 p. m.,

the same day.) : -
AFTERNOON SESSION

The subcommittee met at 2 p. m., Hon. John Sparkman (chair-
‘man of the subcommittee) presiding. _

Present: Senator Ralph E. Flanders and Representative Richard
Bolling.

Alsog present: Grover W. Ensley, staff. director, and Eleanor M.
Snyder, staff economist.

Senator SPARKMAN. Will the subcommittee please come to order.

Following Secretary Folsom’s testimony this morning, we had an
Anteresting and provocative panel discussion of the role of the Federal
‘Government in programs designed to aid the low-income population.

This afternoon we shall continue with & panel discussion on the
topic “Review of Current Social Insurance and Government Welfare
Programs To Increase Economic Security: Analysis of Unmet Needs.”

The members of our panel this afternoon are: Mr. W. Arthur
Simpson, commissioner of the department of social welfare, State of
Vermont; Mrs. Ellen B. Winston, commissioner of the State board of
welfare in North Carolina; Mr. Nelson H. Cruikshank, director, social
insurance activities, American Federation of Labor; Mr. Reinhard A.
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Hohaus, vice president and chief actuary, Metropolitan Life Insurance
Co:; Mr. Byron L.. Johnson, professor of economics, University of
Denver; Mr. Richard A. Lester, professor of economics at- Princeton
University. e : ) :

I may say Mr. William Haber, director, School of Social Work of
the University of Michigan, was also to.have been with us today.
Unfortunately, he is prevented from being here because of illness.

I shall ask each witness to present a short summary of his state~
ment in about 5 minutes, or so, and each witness in turn will be given.
an opportunity to give his summary before we open this session for:

discussion. '
Mr. Simpson, suppose we start the discussion with you.

STATEMENT OF W. ARTHUR SIMPSON, COMMISSIONER OF
SOCIAL WELFARE, STATE OF VERMONT

Mr. SiupsoN. 1. Is provision for some minimum standard of income-
security for all Americans an appropriate social goal?

Answer. Provision for some minimum standard of income for all
Americans is an appropriate social goal but not an obligation of
government. Moreover, we must distingnish between income and
subsistence. What might be an adequate income in one area of the
Nation might not be adequate in another area.” Neither can a uniform
level of subsistence be legislated or accomplished for the same reason. -
“We have been steadily moving forward in raising the national income
on a broad front. If this can be accomplished without inflation it is.
a desirable goal. There is no sense in raising national income 20
percent and decreasing the value of the dollar 20 percent. You have
achieved nothing and many individuals and groups are caught in the
squeeze.

In my opinion, it was never intended that the Federal Government
should assume responsibility for preventing all the hazards and vicis-
situdes of life. : o .

2. What level of security should we be aiming for? -What factors
are involved in determining the extent to which the Federal Govern-
ment has direct responsibility for providing 2 minimum level of
income security for those in need?

Factors involved in a determination of the extent to which the
Federal Government has direct responsibility for providing a mini-
mum level of income are in part covered in the reply to question No. 1.
They are reasonably basic: in the public-assistance program of the
social-security system.

I might say at this point that I was impressed with the statement
Dr. Snyder made this morning in relation to what public assistance
has done in setting up family groups, making it possible for people:
to exist in family groups, through old-age assistance, A. D. C., and
possibly some of these small-income groups have come out of this.
very situation.

Through the social-security system, the Congress recognized its.
obligation to-assist in protecting individuals against the loss of income
through grants of public assistance and the payments of benefits:
under the retirement system. It reflects the fact that the level of
support or subsistence varies from .area to area and from State to
State by giving the States responsibility for the administration of
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the-assistance programs and-allowing the States to pass down such
responsibility as it deems proper for administration at local levels of
government. ©

3. What are the existing gaps in Government-sponsored economic
sécurity programs? What is the role of the Federal Government in
closing those gaps and rounding out the social insurance and public-
welfare programs? '

There are very definite gaps in the economic security programs
relative to farmers and especially the small or what is known as
the family-size farm. This is, of course, a problem which cannot be
solved by social security, although previous lack of coverage in the
system is a problem. '

I think it is somewhat ironical in this period of time when the farm
income has dropped by about 25 percent that we are trying to cover
these people into the system, because some of them just cannot be
covered in under that situation.

Senator SPARKMAN. By the way, Mr. Simpson, if you will excuse
me for interupting at this point, I did not read the article, but I saw
it outlined in the Evening Star out now that the farm income this
next year is expected to be down 10 percent. Has anybody read that
article? ‘

Mr. EnsLey. No. :

Senator SPARKMAN. It did say for the next year, did it not?

Mr. EnsLey. The release is due out this afternoon from the De-
partment of Agriculture. - :

Miss SnypER. It refers to a continued decline.

Mzr. Simpson. Maybe this is not the point for varying from the
script, but I would like to say that I am a farmer myself and all this
talk about the farmers having Cadillacs is just a little window dressing.
While it is true that some of the larger farmers have been able to
increase their production so that their gross income has been in-
creased, there has been little opportunity for the small farmer to
increase his income. Not only has his income declined, but his
expenses have also gone up tremendously in the same time.

Senator SPARKMAN. I did not intend to divert this into a dis-
cussion of that, but you had mentioned it in connection with the
point you were making. I thought that if your point was valid for
the earlier period, it becomes even more valid with the further decline
in farm income levels,

Mr. Simpson. Moreover, the lack of net income on which to pay
taxes to provide even a moderate amount of benefits has not been
entirely resolved by allowing a farmer to pay on gross income up to
$1,800 a year. T trust that the Commissioner of Social Security will
take notice of the desirability of further acquainting farmers with
their option under the system so that they can all avail themselves
of this opportunity. Moreover, I believe the gross-income figure
should be raised because of the long delay if for no other reason in
covering the farm group into the system.

I should also like to add, unless this country wishes to eliminate the
small farmers, sometimes called the family-sized farms, of the Nation,
they must have some help. Loaning money is not the answer; most
of them already have too much debt.

There is justifiable objection to heavy payments of support prices
to the big operators. Let them stand on their own bottom. It is
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said that 25 percent of the payments go to 2 percent of the farmers,
another 25 percent goes to 9 percent of the farmers. I propose that
a ceiling be put on payments to any one farmer or corporation.

I might say this, too, that I think it is possible to decentralize
industry as was discussed this morning in some way so that it will
provide some supplemental income to this very group.

It seems desirable to finish the job of covering all remaining em-
ployed and:self-employed noncovered: groups.into the system. There
are certain advantages although possibly difficulties of administra-
tion in paying benefits to certain disabled persons prior to retirement
age.

I am personally opposed to lowering the retirement age, increasing
the benefits, or exempting additional earned income, because the sys-
tem must be supported by taxes on the earnings of the employed
workers and self-employed people of the Nation. I question whether
in addition to other taxes the earnings of the Nation can support a
deduction of perhaps 10 or 12 percent to support the social security "
system, We must remember that the tax on the employer is no less
a tax than the tax on the employee, and that both add to the cost
of goods and services.

Actually, in view of the increase in the average life span and the
emphasis on the employment of older persons, we should think of
raising the age of retirement instead of lowering it. This will not be
done, but it does point up the dangers inherent in political promises
of liberalizing the social security system. In this area of political
activity you are playing with a short fuse. _

It is essential in a democracy that there be preserved some aspects
of conservatism and a two-party system of checks and balances, not
two liberal parties trying to outdo each other in promising benefits
from the Federal Treasury.

4. Of the causes of income loss and poverty now dealt with by
public-assistance programs, are there any which are insurable risks?
To what extent, if at all, should the Federal Government participate
in developing, financing, or administering social insurance systems for
risks currently not included in social insurance plans?

In my opinion, the Federal Government should not at this time
participate in developing, financing, or administering social insur-
ance system for risks not ctrrently included in social insurance plans.
This does not, however, preclude additional public assistance grants-
in-aid for medical care, hospitalization, and so forth, to the respective
States to be administered by the States.

5. Should Federal grants-in-aid be limited. to the current cate-
gorical needs or should the present program be modified to provide
Federal grants for general assistance to all those in need?

In my opinion, grants-in-aid should be limited to the current
categorical needs and not for general assistance to all those in need.

I am opposed in general to the further relinquishment of State and
local responsibility and the creation of additional obligations at the
Federal level leading to increased Federal taxes. Experience seems
to indicate that responsibility for general relief can best be adminis-
tered at the local level although not always uniform and sometimes
inadequate. General relief programs would be difficult to audit and
present. endless complications in determination of eligibility.
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6. What are the most urgent health needs of the low-income urban
and rural families? What can the Federal Government do in helping
to make the necessary health care available to these groups?

Financial access to clinics and hospitals is the most urgent need of
low-income urban and rural families. I feel that this is particularly
true of rural families. 1 favor expansion of maternal and child-health.
services and increased grants for child-welfare services not necessarily
restricted to rural areas. I believe expansion of the aid to dependent
children program to include children under State care in foster homes.
is desirable.

7. What is the function of Federal grants-in-aid? Should the .
formula for making Federal grants for public assistance be altered
so that it takes account of the economic capacity of each State? If
so, how? Within States, how can grants to localities be equalized.
according to need?

I am opposed to a formula for making Federal grants-in-aid for:
public assistance based on the economic capacity of each State. It
would prevent the general rise of assistance n the less wealthy States.
and delay the betterment of economic conditions in the same area.

Equalization of grants to localities within Vermont is not a problem.
because we have a single State-administered program financed almost
entirely at the State and Federal level and administered uniformly
and paid uniformly in every political subdivision of the State.

8. Within the public welfare programs, how can efforts to help the
recipient individuals or families to become productive members of
society be maximized? What needs to be done to emphasize this.
function of public assistance?

The aged group is the largest group in the social-security system,
both from the standpoint of public assistance and old-age benefits.
The general acceptance of the philosophy that persons of productive
capacity have the right to work.regardless of age and the increasing’
emphasis on rehabilitation and the employment of the handicapped
can only be realized under a free enterprise system and in a period of
relatively full employment.

Psychiatric and other mental health services could be substantially
strengthened to develop in-service training skills which would help to-
preserve the family unit and is a legitimate field for grants-in-aid: since:
their long time effect, particularly in respect to children in the aid to-
dependent children program, would pay dividends.

Senator SPARKMAN. Thank you very much, Mr. Simpson.

Now, Mrs. Winston.

STATEMENT OF ELLEN WINSTON, COMMISSIONER, STATE BOARD
OF PUBLIC WELFARE, STATE OF NORTH CAROLINA

Mrs. WinsToN. Senator Sparkman, I submitted a few days ago a
longer statement with the proper citations for incorporation into the
record. I have a brief summary. )

Senator SpaArkMAN. That statement will be incorporated into the
record.

(The statement referred to is as follows:)
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UnmeT NEEDS IN CURRENT S0CIAL INSURANCE AND GOVERNMENT WELFARE
Procrams To INcrEasE EcoNomic SECURITY

Ellen Winston, Commissioner, North Carclina State Board of Public Welfare

Public welfare is an essential function of government at all levels today. Such
responsibility stems from the democratic principle that individuals have essential
dignity and worth and have a responsibility for the welfare each for the other.
Public welfare is that definite service of democratic government which provides
the organization, the techniques, and the means for fulfilling this basic obligation.

Public welfare services are made available to individuals and families with a
view to helping them meet their needs for a wide variety of social services. Public
welfare is essentially a service program today, with major emphasis upon pro-
tective, preventive, and rehabilitative services. This necessitates a broad pro-
gram of nonfinancial services in addition to financial aid. Inherent in this approach
is emphasis directed toward prevention of economic need through the rendering
of specific services.

This basic approach to government welfare programs was accepted by the
Study Committee on Federal Aid to Welfare of the Commission on Intergovern-
mental Relations in the following statement: 4 '

“Welfare is part of the larger field of activity involving the promotion of eco-
nomic security, and the alleviation and prevention of economic insecurity of indi-
viduals and families. Welfare includes an increasing variety of rehabilitative,
protective, and preventive services to children and adults.” t

HELPING PEOPLE TO HELP THEMSELVES

. Too often public welfare programs have been narrowly conceived in the minds
of the public and even on the part of administrators of such programs rather
than being set up to implement to the full the basic position outlined above.
Only as a broad concept of public welfare services, nonfinancial as well as financial,
is generally accepted as the foundation of governmental welfare programs will such
‘programs provide maximum aid to individuals and families to become productive
members of society. Fortunately this point of view is increasingly being accepted
both by practitioners in the field and by the general public. In taking this
approach, however,-it is essential to analyze the major segments of the caseload
of most public welfare agencies. [

The program of old-age assistance by definitionis limited to persons who are
65 years of age or over and four-fifths of tlie recipients of this type of aid are 70
years of age or older. The average age of- the' recipients of old-age assistance is
close to 75 years. Moreover, elderly. women make uip the majority of the caseload,
Clearly the persons receiving help through this program are generally out of the
labor market and cannot be expected except in rare instances, which would have
little effect on the size of the program, to be returned to productive employment.
Much can be done, on the other -hand, toward helping these elderly people toward
full utilization of their potentialities for self-care.- e
p A second major group consists of recipients of aid to dependent childrea. Un-
der Federal and State laws, children of school age are expected to be in school and
are barred from full-time employment. When support for dependent children is
needed, we cannot expect the family, usually consisting of mother and children; to
support itself.: Because -of the low payments made under the aid-to-dependent-
children program in widespread areas, the real problem is the fact that cften
mothers must go to work to help to take care of the financial needs of the house-
hold wheun they should be meeting their basic obligation of caring for the children
in the home. There is a related pressure for older children to drop out of school
before completing their high-school education in order to help support younger
children in the household. Actually a study of terminated aid to dependent chil-
dren cases on a nationwide basis showed that the average (median) case had re-
ceived aid to'dependent children for only 25 months,? a very short period in the life
of a child. This same study showed that 25 percent of all aid-to-dependent-
children cases were closed while the family suill had less resources than the budg-
etary needs currently being met within the given State.3 . o

A third major segment of the public welfare program consists of recipients of aid
to the permanently and totally, di{sa‘bled. These recipients must not only meet

!Commission on Intergovernmental Relations, A Study Committee Report on Federal Aid to Welfare,
U. 8. Government Printing Office, D. C., June 1955, p. 5.
2 Blackwell, Gordon W., and Gould, Raymond F., Future Citizens All, American Public Welfare Asso-
clz;tlig;l Chicago, Illinois, 1952, p. 38.
» D. 41,
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-eligibility requirements in terms of need but, on the basis of medical examinations,
must be found to be permanently and totally disabled. The remarkable thing is
-that a few of these recipients do manage to become self-supporting.

The fourth group consists of recipients of aid to the blind. With the long-time
rehabilitative programs in this area, the recipients of this type of aid represent
-those who are unable to become self-supporting. .

For those persons receiving financial assistance under the general relief programs
-of the various States and localities, there is careful determination of need with
many programs limited to the unemployable.

With these major segments of the caseload specifically needing financial assist-
ance over a considerable period of time, it is important to recognize that large-scale
efforts are being made to promote ways in which to help people help themselves..
Many States and localities have been moving forwsrd in this direction. However,
to emphasize this function of public assistance and to strengthen the legal base,
‘it is important to-have changes in the Social Security Act itself. The assistance
titles should be clarified -to make definitive the fact that self-support, self-care,
‘prevention, protection, and rehabilitation are specific objectives of the public
assistance programs and that the maintenance and strengthening of family life
is a special objective of the aid-to-dependent-children program. Recognition of
‘the relationship between economic need and essential social welfare services is
pointed out in the 1954 Annual Report of the Department of Health, Education,
and Welfare: P . o .

. “To families in need of basic subsistence or an income to replace lost earnings,

income-maintenance measures are of prime importance. But for many families,
.and in the event of circumstances not necessarily related to financial need, social
‘welfare services are an essential part of a well-rounded social-security program.
Because economic néed frequently results from the lack of timely help in keeping
the family together and self-supporting, the (public assistance) program’s interest
in the development of effective community welfare services promotes financial as
+well ag humanitarian ends.” ¢ - - .

There is further need for -Federal financial participation in all aspects of the
‘public welfare program instead of the present limitation to participation in the
.administrative costs of public assistarice. Only by across-the-board Federal
participation in administration can the full impact of the range of services indicated
.above be developed to the end of helping people increasingly to help themselves.
Two other related dspects in order to strengthen programs for helping people help
themselves are; administration of all aspects of the welfare program in which the
Federal Government participates financially by a single agency at the local, State,
and Federal levels; and adequate and qualified personnel to handle these skilled’
-services. The Federal Government has already accepted résponsibility for help-
ing train personneél in other specialized fields.  -Federal funds should likewise be
provided to assist the States in the ‘training of professional staffs for State and
local public welfare programs. - = -° - - : ) -
"« A MINIMUM STANDARD OF INCOME SECURITY ) -

A minimum standard of income security for all Americans is.far from being
‘reached in too large a segment of our population. The maintenance of health
.and -decency 'standards’of living is‘not possible under the low public assistance
payments still prevailing ‘in large sections of ‘the country. = = - ’
" The American Public Welfare Association has basically defined the components

-of such:a standard as‘follows: ' - - . .

‘““While payments to individuals-and families will vary with their specific needs
.and resources, the stahdards-on which such payments are based should be objec-
tive, -consistent, and understandable alike to- the recipient and the public. Ele-
ments entering into the determination of the level'of living which constitutes the
standard of assistance are: The standard of living prevailing in the community;
the basic requirements of all people,for enough to eat, a-decent place to live,
sufficient’ clothing and other means t0 maintain an.acceptable role in the.com-
munity, gnd medical care when needed; and the special needs of children, the
handicapped, the aged, and those who can‘be restored to self-support by a tempo-
rary investment of public funds.” 5 . ... . . .

The Study Committee on Federal Aid to Welfare previously referred to did not
attempt in the short time it was'in existence to define an adequate standard, but
it took a definitive ‘position in stating that welfare should be at such a-level:

& U.'S. Government-Printing Office, Washington, D,'C;, p.19. » | = ./ . '
s American Public Welfare Association, Essentials of Public Welfare, A Statement of Principles, Cliicago,
1., November 1952, p, 5,
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. “There is a clear National, State and local governmental interest in and
responsibility for providing assistance to the needy, consistent with health and
decency.”’ 8

“The national interest in welfare includes a national responsibility for con-
tributing financial support to States to the extent necessary to provide an adequate
program where such support cannot be fully provided from State and local
resources.”’ 7

The Social Security Act itself reflects acceptance of responsibility for making
possible & minimum level of income security through both the old-age and sur-
vivors-insurance and public-assistance titles. The recent increases in benefits
under tlhie old-age and survivors insurance program indicate recognition of the
inadequacy of the old benefit levels in terms of minimum income security. The
various amendments to the public-assistance titles over the years increasing the
Federal contribution, while resulting from a variety of factors, nonetheless also.
reflect recognition of the inadequacies in the payment levels for needy people.

A basic consideration is the fact that standards of health and decency are not
static and the costs of a given standard fluctuate. Thus.there have to be periodic
changes in relation to the current situation. This, however, is primarily &
monetary matter.once there has been full commitment to providing a level of
income security compatible with decency and health for those in need.

SOME GAPS IN FEDERAL PROGRAMS WITH RESPECT TO SOCIAL INSURANCE AND
PUBLIC WELFARE

While recognizing the strides that have been made through strengthening the
Social Security Act by the major amendments of 1939, 1946, 1948, 1950, 1951,
1952, and 1954, gaps both large and small still exist. That the Federal Govern-
ment should take leadership in closing these gaps appears self-evident as such
action involves further amendments to the basic act on the one hand and more
adequate Federal appropriations to carry out present legal responsibilities on the
other. Until the major gaps are bridged, a minimum standard of income security
for all Americans cannot be achieved.

Some of the gaps were pointed out by the Commission on Intergovernmental,
Relations in its recommendations with respect to welfare.8 Existing gaps were
covered more comprehensively by the Study Committee on Federal Aid to.
Welfare.® A recently issued statement on grants-in-aid by the American Public
Welfare Association, supplementing a niumber of earlier policy statements cover-
ing the wide range of public-welfare programs and objectives, highlights a number
of current problems.?®

While the sources cited differ in their emphases and there are major differences.
according to the role seen by various groups for. public welfare in our society,
there are many gaps in present Government-sponsored economic security pro--
grams generally recognized by the operating personnel of public-welfare programs.
and by students ot the total program of social insurance and Government welfare
services. The following sections list some of these gaps, together with suggested
ways of meeting the problems.

Disability benefits

Under the 1954 amendments with respect to old-age and survivors insurance,
provision was made for disability freeze determinations to protect the insurance
rights ot covered individuals who become completely disabled. In administering:
this amendment the types and incidence of permanent disability are being clarified..
Extension of the contributory old-age and survivors-insurance program to include-
provision for disability benefits is a preferable means to public-assistance pay-
ments for meeting the needs of disabled people, except for emergency and residual
needs for which public-assistance payments will continue to be essential.

General assistance

Federal grants-in-aid to the States should recognize the comprehensive nature
of public welfare responsibility for all needy persons. Grants-in-sid should not:
be limited to categorical programs providing financial assistance and other

¢ Commission on Intergovernmental Relations, op. cit., p. 5.
7Ibid., p. 6. :

8 Commission on.Intergovernmiental Relations, A-Report.to; the President for Transmittal-to the-Gon-

gress, ch. 17 on Welfare, U. 8. Government Printing Officé, Washington, D.-C., June’1955, pp. 2662276."
- ¥ Commission on Intergovernmental Relations, A Study Committec Report on Federal Aid to Welfare,
op cit.

10 American Public Welfare Association, Certain Current Public Welfare Issues—Grants-in-Aid, Chicago,
I, July 1955, 2 pp.
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services to the aged, the blind, the disabled,-and dependent children. The
problem of economic need outside these spec1ﬁed groups is being met inadequately
.and inequitably throughout the country. Hence the Federal Government should
participate in assistance paymenrts tc all those in need.

Restrictions in present calegories

Certain changes in present public-assistance programs are necessary better to
meet needs of people and to earry out the basic objectives ¢t the public-assistance
programs, such as:

(a) Elimination of the restriction requiring a desirability to be permanent
and- total before public assistance'is granted.

(b) Revision of the age requirement in the program of aid to the per-
manently and totally disabled so that needy people will not suffer because of
an artificial age requirement.

(¢) Broadening of aid to dependent children to include any needy child
under 18 years of ags, not just those children who are regularly attending
school.

(@) Extension of aid to dependent children to any needy child hving in a
family with a person having direct legal custody in contrast to the present
limitation to needy children living with certain degrees of relatives.

(e) Extension of aid to dependent children to any needy child deprived of
parental support or care for any reason.

(f) Reduction of residence requirements m all welfare programs to which
the Federal Government parti:ipates to 2 minimum with ur iformity tbrough-
out the country.

(9) Elimination m all categories of the maximum on individual assistance
payments. This will make possible more adequate and equitable treatment
of individuals in need. So long as Federal legislation sets maximums on
Federal participation in public-assistance payments, such Federal financial
participation should be related to the average payment for recipients rather
than to payments to individual recipients.

Medical care

Because of the large number of people with little or no income needing medical
care, the uneven incidence of the need for medical care, and the high and unpre-
dictable cost of such care, the health needs of low-income families is one of the
major "problems dealt with by all public-welfare agencies today. Among the
various suggestions for participation of the Federsl Government in helplng to
‘make the necessary health care available to such individuals and families, one
important step would be Federal financial participation in the costs of medical
care and hospitalization for public-assistance recipients on a basis not restricted
by the ceilings on individual payments established for the maintenance grants, the
present basis for any participation.

Child welfare services

. Inadequate funds to meet basic needs of childreo for protective and preventive
services means that problems are being built up for the next generation'of adults.-
Only .as & broad program: ef services is-provided for childrely directed toward mak-
ing them self-sufficient, self-supporting adults will one of the sources of continu-
ing financial need be adequately dealt with. Steps toward achieving this end
include, as recommended by the Commission on Intergovernmental Relations,
Federal funds for the support of needy children receiving foster care and better
cooperation at the national level and in all the levels of government between
child welfare and public-assistance programs.!!

The situation may be further ameliorated by broadening the use of child-
welfare services funds, administered by the United States Children’s Bureau, to
include the total child population of each State through removal of the legal re-
‘strictions limiting use of such funds to rural areas and areas of special need.
Furthermore, it is essential that the full amount of the legal authorization for
child-welfare services, namely, $10 million annually, be approprlated instead of
the lesser amount currently available. Actually with the sharp increase in the
child population the preséiit legal suthorization should be increased substantially
ahove $10 million if children are to be provided those basic services which are
essential to their growth and development to self-supporting aduithood.

11 Commission on Intergovernmental Relations, A Report to the President for Transmittal to the Con-
-gress, op. cit., pp. 275 and 276.
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VOCATIONAL REHAﬁILI’I‘ATION PROGRAMS

The value of the vocational rehabilitation program has been demonstrated.
The number of cases receiving public assistance eligible for-vocational rehabil-
itation is small in relation to the numbers of aged, children, and the disabled
who need financial assistance.’? The reasons for this are-evident in terms of
the types of cases. However, cases which are feasible and eligible for voeational
rehabilitation should have the opportunity for prompt referral and receipt of
such service. The major contribution of this important program is the voca-
tional rehabilitation of persons not eligible for public assistance who through
vocational rehabilitative services can be prevented from becoming dependent
upon governmental aid programs and can be helped to make full use of their
capacity for employment. ' '

EQUALIZATION FORMULA FOR FEDERAL GRANTS-IN-AID

Federal grants-in-aid based on the economic capacity of each State has long
been widely accepted”as a basic principle: for such grants. The problem with
respect to public assistance is how an equalization formula could be superimposed
upon long operating programs in an equitable manner. So far no formula has
been devised that would be generally accepted by the States. Certainly any
new program, such as general assistance or a new program in the area of medical
care and hospitalization, could be of greatest benefit in helping remedy the low-
income situation only if set up on an equalization basis.

To meet the difficulties inherent in attempting to superimpose an equalization
grant formula on existing individual programs, it is proposed that Federal partici-
pation on an equalization grant formula provided by law should be applicable to
all types of assistance programs, a broad program of protective, preventive, and
rehabilitative services (including child welfare), medical programs for the needy,
and administrative expenses on an overall basis which would tend to even out
inequities which would otherwise result. Such across-the-board financing would
make possible a basic floor of economic security. Along with grants-ir-aid pro-
grams geared to the differences among States in economic capacity, the continua~
tion of a Federal open-end appropriation is essential to a sound State-Federal
fiscal partnership in the field of public assistance. Whatever methods are
followed, no change in the present matching formula which would effect a reduce
tion in the Federal share of assistance payments appears desirable or advisable
at this time, from the point of view of the wealthier as well as the poorer States.

A COMPREHENSIVE PROGRAM

With Federal grants-in-aid made available to the States under one compre-
hensive welfare program, based upon the principle of equalizing the financial
burden upon States for maintaining an adequate program, welfare services can
be provided so as not only to meet economic and other needs but more importantly
fo prevent economic need and to promote individual and family adjustment.
This in turn means better communities and a strengthening of cur democratic
way of life.

Mrs. Winston. I think it is important that we define what we
meant by public-welfare services. today, -as there has been such an
expansion in our concept over the last couple of decades. S

As accepted by the Study Committee for the Commission “on
Intergovernmental Relations, public-welfare services today include a
wide range of both nonfinancial and financial services to individuals
and families, with a view toward helping them, to the extent possible,
to help themselves. This means that increasingly we are placing
emphasis on protective, preventive, and rehabilitative services. . '

Only as we accept a broad basis for public-welfare services can we
really provide maximum aid to individuals and families in terins of
their becoming as productive members of society as possible. . How-
ever, we often think pretty loosely around this, if we do not look
T According to the Annual Report of the U. 8. Department of Health, Education, and. Welfare, 1954

11,300 assistance recipients, out of a public-assistance caseload of over 5 million recipients, were rehabili-
tated in fiscal 1853 by State vocational rehabilitation agencies. See pp. 40 and 51.



LOW-INCOME 'FAMILIES 89

very carefully into the caseloads with which all public-welfare agencies
deal today. ) : ‘ ) o

- -First of all, we have recipients-of old-age assistance. -We heard a
good deal of discussion this morning about retirement age and related
matters. When we realize that the majority of the recipients of
old-age assistance today are women, and the average age 1s 75, we
do not have much hope of any very great emphasis upon productive
employment in this particular group. However, we do have much
greater opportunity than we often realize for helping these older
people who are already receiving services through welfare departments
to develop to the maximum their potentialities for self-care. That
in itself is a contribution to the overall well-being of this older groups

We have to recognize that we have great variation from State to
State in the proportion of our older people receiving old-age assistance.
In this connection, too, I think we might emphasize that old-age and
survivors insurance is not going to have as much effect on old-age
assistance as many people anticipate.

According to the latest figures, we can anticipate by 1965 a reduc-
tion from 2.6 million, about the number of recipients at present, to
about 2.2 million people.

Our second major group in the public-welfare program consists of
children, the group that is too young to work. We set up the program
of aid to dependent children to keep them in their own homes. In
spite of that we move them pretty rapidly out of the aid of dependent
program these days because of the emphasis on helping the family
make use of any potential resources. For the country as a whole,
families remain on aid to dependent children only about 25 months.
The average in my own State is at least 6 months lower than that.

The other two major groups are those who have been found through
medical determination to be totally and permanently disabled and the
needy blind. _

In spite of the fact that these groups make up such a large propor-
tion of our public-welfare caseloads many States and localities are
promoting extensive programs to make it possible for these groups,
and others.who come to them for assistance, to help themselves inso-
far as possible. We feel that it is important that the legal base for
the public-assistance programs be strengthened to incorporate these
social objectives of the programs. o :

In other words, reading the titles of the Social Security Act you
will find that the emphasis is primarily on financial assistance, with
practically ‘no attention to the related objectives of helping people
to the extent possible develop self-support and self-care. We don’t
even state in the aid-to-dependent-children title the importance of
preservation of family life. To amend the act to include these
-objectives is a rather easy step to take, and one that would be ex-
tremely helpful in line with the objectives of this committee.

If we are to make the greatest contribution through the public~
welfare programs it is important for the Federal Government to
participate across the board in the programs which we are presently
administering. In other words, we have participation in the public
assistance grants, and in the administrative costs of the grant pro-

ams. Much of the opportunity for helping people is along the
mes of preventing need, providing protective services to the more:
vulnerable members of society, and rehabilitating individuals and
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families who do not need to come under the vocational rehabilitation
program, but who do need special assistance of one sort or another.
If we could have the same kind of Federal participation for these
-services as in public assistance, we could do a great deal more to
help raise the economic level of such individuals and families and
promote their overall security.

We believe that in public welfare administration there should be a
single agency at the Federal, State, and local levels as the most
economical and efficient- method for the handling of programs in-
volving Federal funds. I was particularly pleased this morning when
Secretary Folsom emphasized the importance of an adequate number
.of well-trained social workers, because it takes qualified people to do
the job.

We say that we try to meet a minimum health and decency stand-
ard of living in public assistance. That is subject to much question
in terms of what we mean by such a standard, but even if we accept
it there are large sections of the country, particularly around Alabama
and North Carolina, where we are still far from meeting that objec-
tive. Until we bridge the gaps in the Social Security Act with a
number of rather simple amendments, and have more adequate Fed-
«eral appropriations available, we will be unable to provide a minimum
level of living in our lowest income States. We will continue to have
gross inequities among the States in programs for which the Federal
‘Government has already accepted large-scale financial responsibility.

As to changes which are needed in basic law, T would like to suggest
a few at this point.

One is provision of disability benefits to the completely disabled.
‘We already bhave large numbers of people receiving public assistance
under the program for the totally and permanently disabled. We
are rapidly acquiring experience through the operation of the dis-
-ability freeze determination aspects of the old-age and survivors insur-
-ance program, so that administratively much of the groundwork is
already laid. '

We need Federal participation in meeting the economic needs of
people outside the categories of the needy aged, disabled, dependent
«children, and of the blind. It has always seemed rather curious that
‘Government at the national level participates in helping people-who
fall into certain categories but we have had no participation for needy
people who fall outside those particular categories. ,

In other words, I am referring to the need for general assistance,
s0 that we might have more adequate programs for helping the
unemployed and those with various types of residual need. As it is
now, we do a very poor job in most of our States and localities, even
in the wealthier States. In the potential general-assistance load
we have a group who have greater possibility than any of the public-
assistance groups for being assisted to get on their feet, and yet we do
not have any type of aid available except as we can work it out without
Federal participation.

There are a‘number of legal restrictions with regard to the public-
assistance programs which result particularly in deprivation of chil-
dren. Mr. Simpson referred to one of them, the fact that we do not
have participation in foster care of children. We have participation
on the part of the Federal Government, for example, for a child who
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is living with his grandfather-in-law, but not for a child who is liviné
with a legal guardian, although the degree of need may be the same.
« ‘We do not have participation in the care of a completely disabled
child, 16 and 17 years of age, because we have a gap of 2 years between -
aid to dependent children for those who dre out of school and picking
up with the program for the disabled at 18 years of age. Those are
the types of gaps which in many instances perhaps were an oversight,
but which now after 20 years we certainly should do something about,
Mr. Simpson spoke also of the importance of a more effective pro-
gram of Federal participation in the costs of medical care and hospital
care to public recipients. The method of handling the financing of
such programs within the subsistence grants is administratively cum-
bersome, and we believe that there should be a special medical care
program outside of the grant programs. Certainly as we pay more at-
tention to the total needs of the public-assistance groups we will be
contributing toward the objectives of this committee. : .
- There are also a number of special restrictions with regard to-the
child welfare services program, so that we are not able to meet as fully
as we shotld the needs of children for protective services of various
types. . | . o S e s
We who live in the lower income States, who have-the largest:nim=
bers and .proportions of individuals and families in the low-intome
groups, are committed to some type of equalization formula for'Fed-
eral aid to welfare. We use this principle in our own States, from
county to county, and certainly we feel that it is the best method by
which children, old people, and other needy. people throughout thé
country can receive equitable treatment. o o
We also recognize that extent, of need is unpredictable, requiring
continuation of the present basis upon which the Federal Government
makes so-called open-end appropriations. Thus participation is
flexible in terms of State needs, and is the only realistic way in which
Federal aid can be made available. ) . ol -
With Federal grants to the States, under one comprehensive welfare
program, based upon the principle of équalizing the financial burden
upon States for maintaining an ‘adequate program, welfare sérvices
can be provided so as not only to meet economic and other needs, but,
more important, to prevent economic need and to promote individual
and family well-being. - B '
Senator SpARkMAN, Thank you. Mr. Cruikshank. - - -

STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, SOCIAL
INSURANCE ACTIVITIES, AMERICAN FEDERATION OF LABOR

Mr. CruiksHANK. Senator Sparkman, and members-of the sub-
committee, I want to say we thoroughly appreciate the opportunity.
to participate in the discussion before your. distinguished subcom-
mittee, and also to participate with these able representatives of other
groups in our population interested in these subjects. : :

In the statement which I have filed with your-subcommittee, the
first part of it is devoted to a formal introduction of the position of
the American Federation of Labor on a number of the issues before
your committee. I wanted to do this for two reasons. R

One, to take advantage of the opportunity of having our formal
position included as a part of your record ; and, two, to make it possible

69848—55——7
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for the members of the subcommittee, and others reading the report,
to differentiate between what is the formal position of our organization
and what are some of my own views. I took it- that a8 a participant..
in the panel you perhaps wanted me to offer some of my own views
rather than just limit it to a formal statement of the position of my
organization. :

(The statement of Mr. Cruikshank is as follows:)

CURRENT S0CIAL INSURANCE AND GOVERNMENT WELFARE PROGRAMS T0O INCREASE
Econowmic SEcuriry: SoMmE UnmET NEEDS

Nelsori H. Cruikshank, Director, S()ciafl IIJnsurance Activities, American Federation
: : of Labor R

On behalf of the American Federation of Labor I wish to express our appreciation
to the Joint Committee on the Economic Report and its Subcommittee on Low-
Income Families for the privilege afforded us to submit our views on this important
phase of the economic and social problems erising from the existence ¢f the large
number of low-income families in this country. I should like to make it clear,
however, at the outset that the interests of the American Federation of Labor in
this field go far beyond the subject assigned this partictlar panel. We feel that
the subject assigned this group is very important, but it is not more important
than a number of others such as those concerning the questions of basic training
and education, the need for retraining and acquisition cf new skills, the probléem
of depressed economic aress, and underemployment, to neme but a few, I do
not feel it approprizte that I should attempt to represent the views of the American-
Federation of Labor in subjects outside the scope of the assigned topie, but I
should like it to be perfectly clear that confining my observations to this particular
field is not to be construed as meaning that the American Federstion of Labor
is any less interested in these other subjects, cr that we consider that my appear-
ance on this panel is adequate representation of our broeder interests. ’

With Senator Sparkman’s letter inviting me to participate in this panel dis-
cussion there were eight questions relating to the proposed review of the social
insurance and Government welfare programs now in existence. These are good
questions in that they are directed to the important and substantive issues with
which serious students of these problems are concerned. Before addressing
myself to these particular questions I should like to include in the record at this
place a statement of the official position of the American Federation of Labor
with respect to social insurance and related programs, as adopted by the 1954
convention in Los Angeles. For the most part this official position relates
directly to the questions before this panel. However, at some points the questions
go beyond the convention declaration of policy and I should like it to be noted
that where I comment on the questions in those areas the views aré my own and
not necessarily those of the American Federation of Labor.

“I. OLD AGE AND SURVIVORS' INSURANCE

“Your committee notes with favor the advancementsin securing improvements
in the old-age and survivors’ title of the Social Security Act contained in the
social-security amendments of 1954 reported on in this section of the executive
council report. * * * .

“Beneficial as these improvements are they still fall short of attaining the goal
of adequate protection to the family income. We call for the development of
further expansion and improvement of the social-security program by the enact-
ment of legislation in the next session of Congress, designed to meet the following
five objectives. : :

“1. Protection agsinst wage loss resulting from permanent and total disability.
While the 1354 amendments represent a step in the right direction by protecting
the rights of the disabled, thet is not enough. A worker should become eligible
for monthly benefit payments upon the determination of his physical disability
and subject to his willingness to participate in rehabilitation efforts in all prac-
ticable cases. * * * ) .
~ 42, Provision of a program for protection ageainst temporary disability should
be incorporated in the Feder .l old-age and survivors’ insurance program. * #* *
* 3. The benefit structure of the old-age and survivors’ insurance program

. should be improved along the following four lines: e '
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“(a) Thece should be an increment to the primary beneﬁt for workers who
have been longtime participants in the program.

“(b) The wage base should be raised to reflect increases-in earnings levels
since the start of the program.

“(c) The average ‘wage on which benefits are computed should be based:
on the best 10 vears earnings record.

“(d) Tips should be included in the computation of wages.

“4, The age of eligibility for women should be lowered to 60 years. This
should apply both to employed women who retire and to those who are depend-
ents of retired workers, or widows of deceased workers.

“5. There should be established an advxsory group representative of manage--
ment, labor and the self-employed to review periodically the actuarial soundness
of the system and make recommendations as to necessary changes in the con-
tribution rates. In this connection the A. F. of L. resffirms its readiness to
support a contribution rate necessary to pay benefits adequate to the needs of
survivors and retired workers. The working people are mllmg to pay their
share of the cost of an adequate program,

“II. UNEMPLOYMENT COMPENSATION

“The most pressing need in the social-security field today is a comprehensive
overhauling and improvement of the unemployment insurance system. In the
hands of reactionary State legislatures and in the absence of any effective stand-
ards governing the amounts and duration of benefit payments and qualification
provisions, the system has completely failed to keep pace with present-day
requlrements :

“The improvements that are most needed can be accomplished only through
positive action on the part of the Federal Government. * * *

“x % * Ag g minimum feasible step in the direction of the elimination of
experience rating, the law must be changed so as to provide an alternative method
of accomplishing reduections in tax rates where such reductlons are justified by
the condition of benefit funds.

“‘As a further minimum step toward the reconstructlon of the. unemployment
insurance system, a program of uniform national standards governing benefit
amounts, durations, and eligibility requirements must be adopted so as to remove
from the shoulders of jobless workers the burden of cutthroat interstate competi-
tion which serves to hold benefits down to an inexcusably:low level. * * * .

111, HEALTH AND WELFARE

. “Reviewing the an lysis of the health needs of working people and the various
steps that have been taken to meet them, described in this section of the executive
council report, your committee concludes that the soundest and most constructive
solution would be the enactment of the comprehensive national health program,-
long advocated by the American Federation of Labor. The keystone of the struc-
ture of this program is a system of health insurance based on the proven principles
of our existing social insurance program,

“Because of the frequently repeated charge that this program -is ‘socialized -
medicine’ it is necessary once more to point out that this program with its guar-
anties of freedom of choice on the part of both patient and doctor, and its guar-
anties of the continued independence of health institutions and personnel rather
than representing the socialization of medicine is, in fact, the surest protection
against the socialization of medicine in this country * ko

“Without diminishing the emphasis on our continued support of a comprehen—'
sive national he. lth program, designed to meet the various needs cited in this-
section of the executive council report, we reaffirm the fact that we do not hold to
an, al{k o: Egthmg’ position. We welcome any steps taken toward the ultimate

oal.
g Permit me now to comment on the specific questions presented to this pa.nel

1. Is provision for some minimum standard of income security for all Americans
an appropriate social goal?

As this question relates to social insurance and welfare programs it is doubtful if

any minimum standard of income security for all Americans expressed in monetary

terms would be useful. This is not to deny, of course, that in a country as wealthy

1 Report of the Proceedings of the 73d Convention of the Amerlcan Federation of Labor, Los Angeles,
Oalif., September 20-27, 1954, pp. 581-58! .
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and productive as ours we should avoid permitting any American family to fall
below the basic decencv or physical-comfort standard, even in cases where there is
little or no personal income. But a minimum standard would of necessity relate
to some very low common denominator and would be meaningless as applied to
those having resources bringing them just above such a common denominator.
In short, the money income necessary to maintain one family in given circum-
stances at a decency level would be quite insufficient for a family even of the same
size in other, circumstances. This fact calls for programs of aid and assistance
that are designed to meet certain qualitative standards. These must be applied
on an individual basis by professional people qualified to analyze cases of indi-
vidual need and supply appropriate remedies. .

Qur basic social-insurance schemes have been designed with a view to main-
taining a portion of the earned family income in the face of specified contin-
gencies. The Federal old-age and survivors program does so during the period
of retirement after age 65 or subsequent to the death of the family breadwinner.
With its scale of benefits related to the earnings record (modified by weighting
in favor of the low-wage earner) it represents an integral part of our whole free-
enterprise economy. With such an approach we avoid the necessity for large
numbers of people, even when faced with loss of income, for determining any
basic level of income security. They have determined that automatically for
themselves as they have been able to attain to a given level of income through
their ability individually and collectively to achieve a certain level of earnings.
‘Only in unusual, and in a decreasing number of cases, do these benefits need to
be supplemented with assistance payments.. ; .

At this point, of course, there emerges one of the inadequacies of the present
system, namely the artificial cutoff point of $4,200, beyond which the present
social-security law does not insure any portion of the wage income. Some millions
of workers, through collective-bargaining agreements, have various types and
degrees of protection beyond that provided by the Federal Act against some of
the causes for income loss, including disability and old age, but the great majority
of those in the work force, both employed and self-employed, are unable to insure
any portion of their earned income above the $4,200 level. When the Social
Security Act was first passed in 1935 this cutoff point was at the $3,000 earnings
level. However, the total earnings of some 97 percent of the workers covered
under the program at that time fell below this point. To include the total-
earnings of the same proportion of the covered workers at the present time it:
would be necessary to raise the wage base under the OASI program to about
$7,800 per year.

2. What level of security should we be aiming for? What factors are involved in
determining the extent to which the Federal Government has direct responsi-
. bility for providing a minimum level of income security for those in need?

The first part of this question calls for different responses with respect to the
insurance programs and the public-assistance programs. Social-insurance pro-
grams should relate to past earnings without artificial cutoffs at the upper levels
of earnings. Both our OASI programs and unemployment compensation pro-
grams now have cutoff point that are purely arbitrary and unreslistic. Unem-
ployed workers should be able, for a limited period, to draw two-thirds of their past
take-home pay in benefits.

The present survivors’ insurance in OASI is undoubtedly the best social in-
surance we have—and probably as good, if not better, than exists anywhere. The"
protection against loss of income, due to old age, has been improved as a result of-
the amendments of 1950 and 1954, but needs still to be liberalized to permit-
benefits to relate more directly to actual and proven earning capacity. This calls
particularly for raising the wage base and for basing the average wage on the
years of highest earnings. .

The beneficiaries of social insurance are not necessarily ‘“‘those in need.”” In-:
fact, one of the primary objectives of social insurance is to reduce the areas of need."
If the social insurances are at all adequate, then only the exceptional cases fall
into the category of the “needy.” The Federal Government has a very essential
role’in maintaining the social insurances as preventive measures. In QASI the
interest arises from the fact that the risks insured are lifetime risks and people
move through their working life from one locality to another. Only a nationwide
systém can possibly meet the problem: o T : o

Unemployment compensation should also be‘on & national rather than a State
basis. Historically, no unemployment law:was in effect in.any State until the
Federal Government, through a tax-offset device, forced the -States:to act. Un-'
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-employment results from economlc factors that are na.tlonal not State or reglona.]
in scope.

Different factors are determining w1th respect to public assistance. As stated
above, the level of income necessary to maintain individuals at a decency level
‘varies widely. Assistance must be on a case-by-case basis, taking into account
numerous local and community factors. The approprlate role of the Federal
Government here is to assist and encourage each State in determining the level of
aid that is needed and to help meet the financial burden entailed.

3. What are the existing gaps in Government-sponsored economic- securlty pro-
grams" Whav is the role of the Federal Government in closing these gaps
and “rounding out” the social insurance and public-welfare programs?

In view of thé question 1mmed1ately following, I take it, this relates to the
inadequacies and shortcomings of the existing social insurance and welfare pro—
grams.

The most serious of the shortcomings in social insurance are in ‘the field of
unemployment compensation. These are less apparent, currently, as we are in
a period of near full employment and have enjoyed a relatively good experience
since the beginnring of the wartime demands on our labor force. But these are
just the times to take stock of the adequacy or inadequacy of our protection.
This can be done partly by projecting experience with limited amounts of unem-
ployment into hypothetical situations of extensive unemployment.

The first deficiency is with respect to coverage. Only since 1950 have we
succeeded in covering half of the work force and only in the very recent past
approached 60 percent.

Secondly, the maximum weekly benefits have, in all but a few States, lost any
realistic relationship to actual earmngs in covered employment. The effect is a
tendency toward flat benefit levels—a “relief” or “need’” concept, rather than a
genuine social insurance approach. }

This past year some 47 legislatures were in session. Of these, over 35 made
some change in existing unemployment insurance legislation.

Some 32 States increased maximum benefit amounts and 7 States increased
duration.

Much has been made of these increases by the Secretary of Labor since late
last year when he wrote to the governors of all States, indicating what he and the
President thought should be improved in State laws. The Secretary of Labor
said:

“You will recall the goals suggested by the President for improvement of the
benefit provisions of the unemployment insurance laws. He suggested that the
Statves raise their dollar maximums so that the payments to the great majority of
the beneficiaries may equal at least half their regular earnings.

“In order to achieve this goal, it is our belief that the maximum benefit 1eve1

which is the ‘principal limiting factor on weekly benefits, should be geared to the
average gross earaings of all workers covered by the program not just of those
who are drawing benefits at any particular time. Weekly benefit amounts
beneath this maximum should be at least 50 percent of the workers’ gross earnings
in covered employment.”’
. The significant part here is in the objective requiring that “a great majority
of the beneficiaries” should be able to receive 50 percent of their gross earnings.
While the term ‘“‘great majority’’ can mean a different figure to different people,
it is doubtful whether it can mean less than 75 percent. Thus it is necessary to
locate a wage below which 75 percent of the covered workers fall. This figure
will, of course, differ from State to State.

Using this criterion, our figures indicate that only one jurisdiction, Hawaii,
meets the maximum benefit standard set forth by Secretary Mitchell. Only
Pennsylvania and Vermont have this year met the uniform duration standard.

Looking at the accomplishments of the past legislative year, it can be said that
improvements there have been, even though in some places harsher disqualifica-
tions and other more stringent provisions have nullified the small advances. For
-example, 25 States now include provisions under which the benefit rights of an
vul?employed person can be canceled. This provision was a.dded in four State laws
this year

The effect of these shortcomings have been summed up in a number-of studies
-that indicate the proportion of wage loss resulting from unemployment during
various periods in the recent past that has been replaced by unemployment com-
pensation ‘benefits. The most recent of these, by Mrs. Ida C. Merriam, shows
that in the recession of 1948-50, only between 20 and 28 percent of the wage loss
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.was recovered by unemployment compensation benefits. The range represents
the difference resulting from including or excluding certain veterans’ benefits and
railroad unemployment payments.? .

In examining the record for hard-hit communities in Connecticut during that
same period, Mrs. Merriam found that in New Haven only 7.4 percent of the
wage loss was compensated by unemployment insurance. In Bridgeport, it was
only 5.7 percent, and'in Waterbury 7.5 percent: 7 percent or even 20 or 28 percent
insurance protection is pretty poor insurance. . .

In the light of 20 years’ experience with unemployment compensation it is
clear that the Federal Government should take over this program and operate it
as a genuine program to insure workers against wage loss arising from involuntary
unemployment. Short of this the Federal Government must relax its rigid re-
quirement that a State can only adjust its tax rate by the sole device of employer
experience rating, and it must enact standards relating to eligibility, disqualifica-
tion and ratio of benefits to past earnings which States must meet to qualify for
the tax offset. - :

4. Of the causes of income loss and poverty now dealt with by public assistance
programs, are there any which are insurable risks? To what extent, if at
all, should the Federal Government participate in developing, financing,
administering social insurance systems for risks currently not included in
social insurance plans?

The major area where extension-of social insurance is needed is with respect to
disability. )
A. TEMPORARY DISABILITY

With significant exceptions, our present unemployment program presents a
curious anomaly in that such protection as is provided covers wage loss from
temporary unemployment only in cases where the unemployment arises from
economic causes and is not due to the physical inability of the wage earner to
perform the normal duties of his job. Except in three States, California, New
Jersey, and Rhode Island (New York approaches the problem in a different way)
a worker who is unemployed, must be able to work to be eligible for benefits.
Even if he was laid off while still in good health and has established his eligibility,
if he becomes ill during the time he is unemployed, he then becomes ineligible.
The result is that the worker has some protection under the program if he is hit
by one disaster, but loses all protection if he is hit by two.

Literally scores of proposals have been before the State legislatures to meet
this problem. However, 7 years have passed with no State taking positive action.
I do not think we can lpok for any further improvement under State initiative.
One reason is that the private insurance companies have virtually served notice
that the full weight of their powerful lobbies will be brought to bear on any
State legislature considering such proposals, to assure that any enactment in this
field will serve to channel a goodly portion of the worker’s wages into the com-
panies’ coffers. The experience in the three States operating under programs
providing for commercial insurance in this area has convinced the supporters of
temporary disability insurance that the price is too high.

Organized labor has virtually abandoned its efforts to amend the State unem-
ployment compensation acts to include temporary disability protection. We
‘have not, however, abandoned the effort to secure such protection. While we
-prefer action that would extend to all workers whether or not they are members
of our unions, we have been forced to accept, in this field, the method of writing
plans into our negotiated health and welfare programs to meet this need. About
90 percent of .these plans provide for payment of part of the wage loss due to
illness. The extension of social insuranece in this area, we are now convinced,
must be accomplished through amendment to the Federal OASI program, rather
than by amendment to the State laws. . ) :

'B. PERMANENT AND TOTAL DISABILITY

The biggest gap in the protection afforded by old-age and survivors’ insurance
-is-found in the failure to make up for income loss due to permanent and total
disability. :

When a worker becomes totally disabled for a protracted period his eéarnings
losses are usually not compensated from any source. Nevertheless, the costs are

e Ida C. Merriam, Social Security -Programs and Economic Stability, Natiougl Bureau Ci)xﬁmitte_e for

_Economic Research, New York, 1954,
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often gréater than the costs associated with old age or death. In addition to the
usual living expenses, the family must bear the burden of medical care often
required by a disabled individual, such as diagnosis, treatment, drugs, and hos-
pitalization. Gererally, the family must adopt a lower standard of living and
in many cases they ultimately become dependent on relief. A substantial pro-
portion of all destitution is accompanied by and apparently results from disable-
ment of the family breadwinner. ~For this reason, the added social security con-
tributions which would be needed to finance a disability insurance program
would not represent entirely new costs for workers and employers. The costs
of extended disability already rest to some extent upon the Nation’s taxpayers
through private support given to needy relatives and friends as well as in the
form of publicly financed assistance and institutional care.

In 1949 the House of Representatives accepted the recommendation of the
majority of the Advisory Council and included in the amendments to the Social
Security Act a provision for the payment of benefits to the long-term disabled.
This was not accepted by the Senate, which in 1950 substituted the recommenda-
tions of the commercial insurance and chamber of commerce representatives on-
the Advisory Council which attempted to meet the problem by adding another
category of need recognized under the Federal-State public assistance program.

Regardless of what one’s judgment might be about the success of this program
where it has been tried, it is an obvious failure in a number of jurisdictions,
including such large States as Texas and California, where they have completely
failed to carry out the State end of a Federal-State partnership.

Among the States having a program for the permanently disabled, the conditions
of eligibility and the adequacy of the help vary widely, reflecting the financial
condition of the State and the relative strengthk of the liberal organizations among
the voting population, more than the need of the recipients. In June 1955, for
example, the average money payment paid to a disabled individual varied between,
$29.54 in New Mexico to $107.13 in Connecticut. The average vendor payment
for medical care in Louisiana that month was $0.12, while again in Massachusetts
it was $47.40.3

This disability assistance program by its nature must be considered a stopgap,
or, at best, a supplemental program. It can never be an effective substitute for
disability insurance. Assistance can never do the effective job of conserving the
disabled individual’s material and spiritual resources that can be done through
insurance. Aid cannot be given until at least the material resources have been
exhausted. Insurance, on the other hand, can act quickly and effectively to
afford economic protection to the individual and his family and, better, it can open
up all avenues for his rehabilitation. . :

Health insurance -

The catalog of gaps in protection afforded by our social insurances would be.
lacking if no mention ‘were made of the fact that we have yet no adequate method
of helping working men’s families to fortify themselves against the threat of
sickness and ill health. Part of the problem relates to the threat against the family
security arising from the cost of illness, and it is probably because of this that most
other countries in the world began their social insurance programs with health
insurance, whereas we seem to be putting it last. )

Meeting the cost of medical care is only a part of a health program. Perhaps.
we have contributed somewhat to the present unhappy situation by having in
the past overemphasized—or at least tended to separate from the other integral-
aspects of the problem—payment for medical care. The kind of insurance
most people have today pays an unpredictable part of the hospital and doctor
bills, but does nothing about the quality of the care that is purchased, or to.
make available the best in preventive care which might in many cases avoid
completely both the cost and the distress of an illness.
~ Until our national health program is far better met than it is now being met,
no family can be really secure.” Meeting that problem, in our opinion, wilk
require a many-sided program that will provide aid for medical education, includ-
ing -aid for nurses and technicians, a more extensive hospital and health center
construction program, improvement in quality of care through encouragement
of group practice, and a comprehensive prepayment health service plan based:
on the principles of our present Federal social insurance program.

-In the light of the great neéd in this area, the -picayune proposal for health
reinsurance can be dismissed with the barest mention. The threats to family
security -arising out of -illness and disability cannot be met by underwriting the,

3 Social Security Bulletin, September, 1955, table 11, p. 23.
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risks assumed by private insurance carriers. Too many of our so-called health-
insurance schemes now operate to protect the doctor and the hospital against
unpaid bills rather than to protect the patient and his family. Health reinsur-
ance of the kind proposed by the administration simply compounds this basic
€rror.

Workmen’s compensation

Another great gap in protection of earned income appears in relation to the
threat of loss of such income resulting from accident or illness befalling a worker
on his job. We think of workmen’s compensation as being the oldest of our social
insurances in America, and have grown all too complacent about the needs as
we have been led to think that some 40 years ago we settled the probleims in
this area.

" Years of neglect and attrition at the hands of pennywise employers and insur-
ance carriers have resulted in the perversion of these State workmen’s compensa-
tion laws so that in all too. many cases, they serve actually to defeat the very
purposes for which they were created. What, for example, has become of the
idea of employer responsibility for the maintenance, care, and cure of persons
injured in his employment? Today, the emphasis and the effect of the laws, in
general, is the severe limitation of the liability of the employer—a limitation
achieved at the expense of any reasonable standard of adequacy as regards the
rights and needs of the injured worker. As one consequence, many victims of
industrial accidents end up as public charges, on the public assistance rolls. A
burden that should, bv rights, have been borne by the employer is thereby shifted
to the citizen taxpayer, and a worker who should have received adequate support,
as a matter of right, from the social insurance system is subjected to the humilia-
tion of the pauper’s oath and the alms system. s

When weighted against the requirements of a sound and adequate system of
workmen’s compensation insurance, it is fair to say that the laws of each of the
48 States must be found wanting in some degree. A thorough overhauling of the
workmen’s compensation laws of this country is long overdue. We were greatly
heartened when Secretary of Labor Mitchell announced that his Department was
preparing a “model workmen’s compensation law’’ and that the States would be
urged to meet its standards. However, more than a year has passed since the
first announcement, and the model bill is still in the promise stage.

5. 8hould Federal grants-in-aid be limited to the current categorical needs or
should the present program be modified to provide Federal grants for general
assistance to all those in need?

Our response to this question follows from our views with respect to the basic
characteristics of the public assistance program. As indicated above, this must
be a flexible program, adjustable to individual needs. Under the terms of the
present program the Federal Government says in effect to the States: We will
assist you in meeting cases of need arising from old age, the dependency of chil-
dren, blindness, or total and permanent disability. If the need arises from any
of the many possible causes outside these categories, the problem is totally one for
the State to handle. This tends to impose a rigid straitjacket on State adminis-
trators. While probably not by design, it has the effect of reflecting a lack of con-
fidence in the local administrators to determine appropriste causes of need. I
would favor doing away with all the categories and base the assistance from the
Federal Government to the States on the severity and the extent of the need exist-
ing within the State rather than on arbitrary causes from which family needs
arise.

6. What are the most urgent health needs of the low-income urban and rural
families? What can the Federal Government do in helping to make the
necessary health care available to these groups?

The most urgent need for low-income families, both urban and rural is adequate
health protection. Tremendous strides have been made in recent years in the
medical sciences and in medical practice, but the benefits are largely confined to
two groups: (1) the upper income groups who can afford service from the high-
paid specialists and the costly medical centers, and (2) wage earners who are
located in an area where comprehensive prepaid health services, includirg the
best group practice procedures, are available and who can negotiate with their
employers for the cost of participating in such plaps. .
". The materials assembled by the staff of this subcommittee indicate something
of the nature of the problem of meeting the cost of medical cared Table 1 on

4 Characteristics of the Low-Ineome Population and "Relate-d Federal Programs, 84th Cong., 1st sess.,
tables 1, 2, 3, and 4, p». 149, 150, and 151,
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page 149 indicates, for example, that 58 percent of the total population has some
kind of hospital insurance protection, and table 2 indicates that 63 percent of all
families have some kind of protection. However, 80 pércent of the families having
incomes above $5,000 have protection as against only 41 percent of those under
$3,000. Table 3 indicates also that the lowest proportion of persons having volun-
tary health insurance (47 percent) ace in the West, and (49 percent) in the South.
These low percentages in the predominantly agricultural areas are in contrast with
64 percent and 62 percent in the predominantly industrial areas of the North
Central and Northeast. .
~The most significant figure appears in table 4, page 151, showing that of the
total gross costs for health service and care incurred in the amount of $10.2
billion, only 15 percent was covered by insurance benefits. This is an index of
the overall inadequacy of the voluntary insurance approach. .
" Even more striking is the failure of voluntary insurance to provide:protection
for older persons. (The National Consumer’s Survey of Medical Costs shows
that there is a sharp drop in enrollmert or coverage in insurance after the age of 63.
The proportion of families enrolled by age of male family head shows relatively
small differences until after age 65 when there is a sharp drop from 66 percent for
the 55-64 age group to 50 percent for the 65-74 age group, and after age 75 a
further drop to 35 percent.)

In 1951 the Bureau of Old-Age and Survivors Insurance conducted a survey of
the economic resources of aged beneficiaries in which questions were asked about
voluntary health insurande coverage. It was found that about 30 percent .of
these beneficiaries had some type of voluntary health insurance, whereas for the
country as a whole at that time about 60 percent of the population was reported
as participating in some form of voluntary health insurance plan.

More important are the Bureau’s comments on the quality of this insurance:

“One in six of the beneficiaries who were counted as having health insurance
of some kind (one-twentieth of all beneficiaries) had only the most limited pro-
tection. Most of these had nothing except an accident policy. Others reported
nothing but a policy covering medical-surgical care in the hospital—without hos-
pitalization, insurance to cover the accompanying charges for room and ‘board—
or nothing but a weekly wage-loss indemnity policy. . .

“Fewer than 1 in 10 of the group with voluntary health insurance (only 2.6
percent of all beneficiaries) had anything approaching comprehensive protection
against medical bills * * *  Between these extremes were beneficiaries who had
protection against the cost of hospitalization * * * or various combinations of
policies falling short, of comprehensive coverage.

“Of all the benefiicaries insured against hospitalization costs more than half—
or 12 percent of the benefiicaries surveyed—had no other type of policy * * *
about one-tenth of the total group of aged beneficiaries had insurance against hos-
pital care costs plus the cost of in-hospital surgical-medical care, and some of
them also had other protection * * * =~ Less than 3 percent of all beneficiaries
had weekly indemnity policies.” i
. The minimum program for meeting these needs which could be provided by
the Federal Government should include (1) extension of hospital and medical
care protection to all beneficiaries of OASI, (2) grants to qualified voluntary
groups, including cooperatives and labor organizations desiring to set up clinical
and health centers providing comprehensive prepaid medical care, (3) grants-in-
aid to qualified nonprofit voluntary health insurance programs providing direct
medical care and service. Organizations to qualify for these grants should pro-
vide care on noncancelable policies to groups and to individuals without dis-
crimination. :

7. What is the function of Federal grants-in-aid?. Should the formula for making
Federal grants for public assistance be altered so that it takes account of
the economic capacity of each State? If so, how? Within States, how can
grants to localities be equalized according to need? :

There appear to be two basic functions for Federal grants-in-aid: (1) to stim-
ulate States to meet the problems to which the grants are directed, and (2) to
equalize the burden among the high- and low-income areas of the Nation. A
sliding-seale grant formula is best designed to attain both these objectives. A
workable formula such as the following is suggested: Within the range of the top

§ National Consumer Survey of Medical Costs and Voluntary Health Insurance: The Extent of Voluntary
Health Insurance in the United States as of July 1953 (New York; Health Information Foundation, 1954)
pp. I-7-8, and appendix table 6. - : : 3

¢ Dorothy McCamman and Agnes W. Brewster, Voluntary Health Insurance Coverage of Aged Bene-
ficiaries of Old-Age and Survivors Insurance, Social Security Bulletin, XVII (August 1954), pp. 5, 6.
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25 percent and the bottom 25 percent, of costs the Federal Government: make
grants to the States in inverse proportion to the per capita income of the State as
adjusted by the proportion-of the State’s population to the national population,
8, Within the public welfare prograins, how can efforts to help the recipient in*
- dividuals or families to become ,productive members of 'society, be maxi-
mize;‘l? What needs to be done to emphasize this function of public assist-
ance’ . . . o . : o
As a first approach it would appear that greater emphasis. should, be placed
upon preventive programs. Both the States and Federal Government now em-
phasize purely remedial aspects of family need. Service programs such as those
related -to juvenile delinquency, day care for children, group programs for-the
aged and others with, special needs, and community organization sheuld be supr
ported as extensively as those dealing with the-problems of disaster after the
disaster has occurred. | P = . e
.- The .most promising area in_efforts to help individuals or families who. are
recipients of welfare benefits to become productive members of society appears
to be through an extension of our rehabilitation programs. L,
In the field of vocational rehabilitation we have.recently made significant
advances. The Vocational Rehabilitation Amendments of 1954 broadened both
the scope and the range of rehabilitation services and revised the financing
structure for support of the program. It is estimated that about 250,000 persons
are in need of vocational rehabilitation each year and there is at present a backlog
of about 2 million such persons. We have been rehabilitating an average of
about 60,000. The program has as its goal 200.000 rehabilitants by 1959, U
In the event of the adoption of a.permanent and total disability program in
connection with OASI a tremendous impetus would be given to our, rehabilita’
tion efforts. 1In the first place, such a program would necessarily include among
the standards for benefit eligibility .the willingness of any applicant, where there
was any chance of rehabilitation, to participate in a rehabilitation course. The
cost of such services, including administration, could well be borne out of the
trust fund-as the eventual savings to the fund resulting from the return to gain-
ful employment would be substantial and probably sufficient to cover the cost
of the program. This, of course, merely represents a bookkeeping method. of
documenting the fact that an effective rehabilitation program is a social and
economic asset rather than a liability, and that the contribution that rehabilitated
individuals make to the whole productive effort of the national cancels out the
cost of the services they have received. This is aside from the more important
though less tangible benefit to the individual which derives from the fact that he
again can be a productive member of society. ‘

Mr. CruiksaaNk. Next I try to take up and deal with these very
interesting questions that were posed. I certainly compliment your
staff. I wonder that you are able to hold such competent staff,”and
that some of them have not been grabbed off by certain - television
programs, to devise the $64,000 question for them, but they were
pertinent and meaningful questions, and I accepted them as the kind
of outline for my comments. . .

The first one, about the provision for a minimum standard of eco-
nomic sécurity, I felt I had to deal with in two ways: One, that with
respect now to the people who for some reason or other are not ablé
to earn a livelihood for themselves, or—that is, the people who are
not only in the low-income groups but are the recipients of welfare,
and. with respect to the public assistance and welfare programs I felt
that it was not appropriate that a basic level in monetary terms be
established. - It-is impracticable; you have to establish. standards in
terms of qualitative goals and objectives which have to be subject to
wide variation and application at the local level. This depends upon
trained, qualified personnel, because you could not say across the
board that $1,000, $2,000, $3,000, or whatever figure you might take,
was an adequate level. It has to be done in terms of living stand-
ards and needs and applied by qualified trained professional people
in light of a given situation. : A
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With respect to social insuranceé, the question is quite different,
because there you are insuring a portion of the income agdinst cer-
tain contingencies, and that gears the social-insurance system and all
its component parts right into our free enterprise system.- :
- Of course, the benefit is weighted in favor of the low-income man,’
but aside from that weighting, benefits are geared to earnings, and we
take it that in the long run earnings represent some relationship to the
contribution of the individual to society, and that he has in the long
I‘Ill)Illl adjusted his living standards to his earning capacity and earning
ability. o

This, of course, always has to be modified, with the understanding
that there is this second backstop; the first element of security, of
course, for working people is a good living wage, a good job under
good conditions.

Then insure some of that income against the contingencies of old
age, death of the breadwinner, and others which I shall mention, but
then even you need the second line of defense, that if these fail, the
State must step in and help meet his needs, distinctly on a needs
basis, but the method of determining those levels is quite different for
the two different kinds. of programs. .

That also then spills over into the second question about the level
of security we are aiming for, and again I differentiate between the
level from the insurance programs and the level from the public-
assistance programs which are quite properly and of necessity based
on need.

We hope as a long-term objective always to reduce the areas where
it is met on the need basis by enabling people to insure their incomes
against the contingencies as adequately as possible, so that there will
be a reduction of the area that is met by need. -

Dr. Winston pointed out that there was not perhaps a reduction in
public assistance or old age assistance that some people thought might
come. It seems to me very significant, though her figures show some
absolute decline in face of a relative area of growing need, with this
tremendous growth in the area of aging people, there is still in the
face of that a decline in absolute numbers.

Now, when it comes to certain gaps that we see in a Government-
sponsored economic program and the role of the Federal Government
in them, there are a number about which we feel that we have some
pretty definite feelings.

One is we are dissatisfied with the unemployment insurance system
that has been operating under part of the social-security system, and
in the paper I cite some figures from various authoritative studies, to
show, for example, that looking back at certain recession periods,
where unemployment has been significant, that the amount of the
wage has been recovered by this system does not exceed 20 percent. -
We look at it as insurance, and insurance protection that protects
only 20 percent of loss, is pretty poor. We show that in certain
areas where unemployment has been acute (certain selected cities of
Connecticut were taken for this study), the portion of the lost wage
recoverable by unemployment insurance did not exceed in any of
those cities 8 percent. So if we are only insuring against 8 percent of
our loss, it is a pretty poor insurance system.

There are very many reasons for this which we will go'into at some
length here, but they are developed a little bit in the paper. We
don’t have time to summarize them.
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I point out also that the effort that was made to do it through just
encouraging and appealing to the States has fallen pretty flat, just as
in 1933 when people said, “Let the States take care of it.”” The
States never did anything until Congress passed a tax law and prom-
ised the States 90 percent forgiveness of that tax if they passed unem-
ployment compensation laws. Then the States did something they
hadn’t been able to do before, until Congress took the lead.

The Secretary of Labor has sent out letters. telling the States what
they ought to do, have minimum standards, but after a full legislative
year in which some 35 States passed amendments to the unemploy-
ment compensation law during the last year, only one of the juris-
dictions, Hawaii, came up to the standards proposed by the Secretary
of Labor. We feel that this is a laboratory test which shows the
inadequacy of that approach.

Now, some of the causes of income loss and poverty now dealt
with by public assistance are insurable risks. We feel that both
total and permanent disability can be taken care of at least in part
by broadening the social-insurance program. They are insurable
risks under terms of social insurance, and I try to point out some of
the needs that give rise to this belief. We have permanent total
disability protection, and temporary disability protection for railroad
workers. We have also the same now being administered successfully
by the Federal Government for some 2 million civil-service workers.
When people say the Federal Government cannot administer a dis-
ability program, they are forgetting the fact that they are successfully
administering it for about 3% million workers.

We feel that in the field of health very much can be done in various
areas, but particularly for the older people and particularly for the
extension of health insurance approach. Either public or private,
whatever it is, it should be good, sound, and comprehensive.

I point out here also one section of our social insurance, the oldest,
in fact, about which not much is being said for some reason or other,
but about which a great deal needs to be done. That is workmen’s
compensation. We have taken workmen’s compensation for granted
because it was the first of our efforts in social insurance, but the pro-
gram has gone pretty far from the mark in one State after another.
Today the nationwide figures show that just barely over 50 cents of
the premium dollar, about 51 cents of the premium dollar, is going
out in benefits. Where is the rest of it going? It is going to all kinds
of insurance payments, lawyers’ fees and everything else except to the
beneficiary. The degree of protection, the proportion of the wage
loss recoverable, has gradually declined. While there have been
some absolute gains relatively, the system has steadily deteriorated.
We think that at least calls for a look-see on the part of the Federal
Government to see if the States need some stimulus along this line.

A year ago the Secretary of Labor promised a model bill. We
have been reminding him of this model bill periodically, but so far
nothing has come out of the promise that there would be such a bill.

On the question of the categorical aids, we feel there should be
general grants and not confined to these categories. At the present
time, as Dr. Winston said, the Federal Government says in effect to
the States, “We will help you meet the problem of these people if .
their need arises out of their being old, being a dependent child, or
being blind, or being permanently or totally disabled, but if it arises



- LOW-INCOME FAMILIES _ 103

from any one of the other thousand possible causes, then it is a State
responsibility.”

That seems to us a rather artificial line to decide on whether or not
you help a State or some of its people. It further reflects something
1t seems of a certain lack of confidence in the State administrators,
which we don’t share. I don’t think that is intentional on the part of
Congress, but it does seem to us that the people who are administering
this kind of a program, based on needs which have to be on a case-by-
case basis, these people should be the best equipped to decide the
amount of aid that should be provided.

Now, as to the most urgent health needs of the low income, urban
and rural families: In reply to this question I point out the general
inadequacy of the insurance programs that are now in effect, and I
cite the statistics provided in this study by the staff, showing that
only 15 percent of the bills, the actual medical cost, is being met now
under these voluntary insurance programs, and again, that is not very
good insurance. '

Then I also point out that there is a very sharp decline in the cover-
age in the older groups; that as soon as you take a group beyond 65, it
shows a very sharp decline, and yet they are the people who need
health insurance the worst, whether under a public or private system.
It is more than coverage, and I cite this study by Dorothy McCann
and Agnes Brewster, showing the quality of that insurance 1s of a very
low kind. ‘It is usually some very limited accident coverage which
really covers the contingency that they are not likely to meet up with
actually, so that we have the older people as they become ill becoming
public charges in great numbers, and I suggest some forms of aid,
either by a public system of health insurance, or by assisting volun-
tary health insurance groups, that will meet certain standards to meet
this program.

In regard to question 7, the sliding scale, we believe that there
should be a sliding scale of grants that 1s adjusted to the need, taking
into account the ability to pay in inverse proportions.

In the public welfare programs, the help to recipient individuals or
families who become productive members of society, we believe that
can only be answered in relation to our answer about disability
insurance. Disability insurance and rehabilitation are two sides of
the same coin. If we can insure a portion of peoples’ income against
loss due to permanent and total disability, then we have the best
approach toward a rehabilitation program. We also feel we have a
means of financing. It becomes in effect self-financing, in terms of
pure fiscal aspects, which are after all probably the least important.

The humanitarian and social aspects are the most important, but
we always have to ask ourselves how we are going to pay for it, and
I think the answer is in a permanent disability program, but the
emphasis of such a program should be not benefits first and rehabilita-
tion second for the workingman, but rehabilitation wherever possible,
and benefits until such time as he can return to gainful employment,
and as a means of returning him to gainful employment, and if that
is imposgible, then continuing benefits through a total disability or
permanent disability program.

Senator Searkman. Thank you, Mr. Cruikshank. Mr. Hohaus,
will you proceed? - ’



104 LOW-INCOME FAMILIES

‘STATEMENT OF REINHARD A. HOHAUS, METROPOLITAN LIFE
INSURANCE Co. - . .

Mr. Honaus. Senator Sparkman, I appreciate the opportunity of
‘meeting with your subcommittee. I have filed a rather lengthy
statement. - : : . :

Senator SPARKMAN. That will be printed in full. All of the full

statements will be presented.
(The statement of Mr. Hohaus is as follows:)

‘Socrar SEcuriTY IN A FREE SOCIETY

Reinhard "A. Hohaus, vice piesident and chief actuary, Metropolitan Life
Insurance Co., New York City

. NEED FOR SOCIAL SECURITY PHILOSOPHY

A deep interest in social security extending over many years, and concern for
its sound development in the United States, has strengthened in me the convie-
tion that.every effort should be made to develop a mutual understanding of a
'social security philosophy appropriate to our way of life. By this I mean a
carefully formulated, realistic, and widely accepted bedy of dcetrine relating our
legislation and practice in this area to all the many and varied aspects of life for
which it has significance—a philosophy that will be a potent touchstone for new
social security proposals. Lacking such a philosophy our lawmakers will find
themselves subjected to powerful forces making for the unhealthy expansion or
contraction of an institution with vast popular appeal. Like fire, social security
can he a good servant but a bad master. It can and must be controlled if our
freedom is to endure, and it is the task of all of us to discover how. The inculca-
tion of a sound philosophy would go a long way toward providing the answer.

Over the years it hes been my endeavor to formulate and state, 2s I see them,
some of the basic elements of-a social security philosophy, and I shall try briefly
to summarize the results for you by way of background to my subsequent re-
marks concerning the current situation—its strengths and weaknesses. Much of
what I shall say I have said before and on more than one oceasion.

OBLIGATIONS OF THE INDIVIDUAL

We Americans of course believe that the individual, by his very nature, is free.
For us the democratic form of society is a community of free people banded
together in the spirit of mutual respect and self-discipline. We have faith in the
ability of the common man, together with his fellow citizens, to direct and mold
the future of his country. But we know that with freedom and power go respon-
sibility, snd much is expected of the individual if he is to be worthy o1 the rights
with which he is born. }

We recognize that definite obligations rest on the individual in at least three
directions— .

(1) to himself and his family,

(2) to those for whom and with whom he works, and :

(3) to society as represented by his fellow citizens and himself, and the
agencies they have set up for their common good.

We know that in the forefront ¢f these obligations is the provision of a measure
of protection against loss of earnings due to death, old-age and disability, and
unemployment. Asa peogle we have accepted that challenge in each cf the fore-
going three directions by the development over the years of three different classes
of “insurance.”

The first of these, in order ot time, is individual insurance protection the indi-
vidual secures for himself and his family; the second, a variety of employee benefit
plans, of which group insurance is an outstanding American contribution; and
the third, social security designed for the well-being of our fellow citizens in times
of adversity. Each has a special function to perform and need not, and should
not, compete with or overlap the others. When soundly conceived, each should
in fact derive mutual support from the others and perform its role better because
of their existence.- Properly integrated, they may be pictured as a three-legged
stool affording firm and well-rounded suppcrt for the citizen. :

It is recognized, of course, that there are other approaches to the problem of
income maintenance and there is no thought of belittling them. However, Amer-
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ica more than most other nations has come to appreciate and: to-cultivate the special
merits of the insurance approach. While this discussion deals primarily with that
branch of social-security commonly referred to as “‘social insurance,” it is essential
to understanding that area to keep in mind the related roles of individual and
group insurance. - :

INDIVIDUAL INSURANCE

. The success of democratic processes depends largely on the extent to which the
individual assumes his responsibilities as a citizen and as a family man. Among
the responsibilitics he naturally feels most keenly are those that concern the secu-
rity and welfare of those dependent upon him.  He will wish to set his own level
of protection, and individual insurance programs give him the opportunjty to do
so. Indeed, individual insurance is an institution deriving from that innate spirit
of self-reliance which traditionally is, and must continue to be, an American trait.
The very large volume in force expresses more eloquently than words the real
value of this protection for our people. ’

GROUP INSURANCE

- Group insurance is historically a much later development than individual insur-,
ance. The idea may be traced to the more or less natural feeling of responsibility
on the part of the employees in an organization and their employer for the welfare
of the individual worker and his family in times of stress.

. Various types of employee-benefit plans, aiming to give a definite measure of
protection in a manner suited to preserve the beneficiaries’ self-respect and dignity,
were therefore developed. In some cases those plans were initiated and operated
solely by the employer, in others by the employees, and in still others by joint
action of employer and employces. : :

_ Recent years have seen a great expansion of soundly conceived and operated
plans. They have expanded both in the scope of benefits provided and in the.
number of .employees covered, and we may expect this to continue. By provid-
ing & measure of security on a basis designed to preserve or bolster the dignity of
the individual employee, such plans have indeed become an important element in
maintaining, not only good industrial relations, but also that faith and confidence
in the existing order on which the democratic spirit relies and thrives.

.- SOCIAL “INSURANCE” .

Without proper preventive or protective safeguards against loss of income, the
individual is naturally exposed to certain economic risks which may take such-
large tolls in terms of human and financial values as to warrant the description of
social hazards. For a social hazard that lends itself to treatment along social
insurance lines, that approach generally aims to meet in a more orderly and system-
atic manner, better adapted to the existing social and economic environment, a
responsibility society had’in the past largely assumed through other channels."

Though differing in important respects from individual and group insurances, .
social security has borrowed the name “‘insurance’” from them because of certain
important broad resemblances. It provides benefits payable upon the fulfillment
of specified conditions, which do not, however, include subjection to a test of
means. ' This permits the beneficiary to accept them without any sense of incur-
ring the stigma of charity, especially if a specific consideration in the form of con-
tributions or earmarked taxation has been required.

LIMITATIONS OF CONTRII&UTOBY PRINCIPLE

Important, however, as the contributory principle may be, its limitations should
be clearly understood. It should not mislead a contributor into misapprehending
the social nature of the plan and the financial realities behind it. It should not,
for example, lead him into feeling that he has paid in full for a protection to
which actually his contributions furnish only a part of the cost, or into thinking
that larger benefits are in order because funds are on hand, the nature and purpose
of which he does not comprehend.

LEVEL OF PROTECTION

“The fundamental objective of social insurance, it may be repeated, is to serve
society through serving the individuals that compose it. By making available for
as large a proportion of its citizens as is practicable a measure of economic security
on a self-respecting basis, the Government may be relieved of a potentially serious
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burden of dependency. In determining benefit levels socially adequate for this
purpose, .a major factor would be the probably minimum requirements to keep
the family from becoming public charges. This in turn suggests varying the
amount of benefits by the number of dependents of the insured. However, while
that basis has wide "acceptance for lifetime risks, such as those covered under
Federal old-age and survivors insurance (OASI), its appropriateness for tempo-
rary risks, such as unemployment, is controversial.

- Under such a philosophy the level of protection, and the formula for arriving -
at it, are usually quite different from what is appropriate to either individual or
group insurance. By reason of its social-adequacy objective and its compulsory
character, social insurance cannot and need not pursue individual equity in the
sense of a mathematical adjustment between the benefit and the risk as measured
by an appropriate premium-—an adjustment which, in voluntary insurance, must
on the average effect a long-range equivalence between costs and charges, if in-
solvency is to be avoided.- - e

ADEQUACY VERSUS EQUITY

This does not imply, however, that all considerations of equity should be ex-
cluded from a social-security plan. Rather the point is that, of the two principles,
adequacy takes first place. Among reasons advanced for admitting a degree of
equity, other than for its own sake, are (a) that it acts as an incentive for the proper
payment of the prescribed contributions, (b) that it automatically provides some
measure of individualistic treatment on the basis of earnings, and (c¢) that to a
limited extent it permits the benefits to reflect geographie, occupational, and other
differences in costs and standards of living. - .

Just exactly what is meant by equity in social old-age insurance, however,
. requires some clarification. Private insurance conceives of the individual’s:
benefit as the annuity produced by the accumulation, at interest and with appro-
priate allowance for mortality gains during any period in which that factor is
involved, of specified contributions previously made by him or in his behalf.
This conception is, of course, quite incompatible with the fundamental purposes
of social insurance, since it completely precludes the role of adequacy in the
initial stages of the operation of a plan. Quite different in its effect on the level
of protection is the concept that the amount of benefit should bear merely a limited:
relationship to some base (such as average earnings) reflecting the individual’s
economic status. Whatever equity is injected into a social-security benefit
formula, therefore, should be based on this concept which we might distinguish
from the individual equity of private insurance by the term “‘social equity.” ’

Having concluded that both social adequacy and social equity should be
reflected in the old-age insurance benefit formula, the next question is how to
blend the two elements. There are decided differences of opinion as to what the
ratio of adequacy to equity should be. Also a given person’s ideas as to the blend
and even the kinds of adequacy and equity .may be quite different for lifetime

than for temporary risks. -

" This question cannot be divorced from those of the scope of coverage and the
financing of the plan. The closer coverage is to being universal, the less weight
need be given to equity, although some equity should always be included under a
plan financed by contributions based on the individual’s earnings. A review of’
the 20-yéar history of our Federal old-age plan indicates clearly that it would be
unrealistic to make determinations in the area of benefits (conditions of eligibility
as well as level of payment) apart from coverage or from financing. Further-
more, there is good reason for holding that this applies to the temporary as well
as the lifetime risks. :

. Without passing judgment on current quantitative aspects of the benefit formula
for OASI, the present type of formula is a simple and effective one for blending
adequacy and equity. It permits ready adjustment in the level of protection
when changed conditions make this desirable. However, it does introduce
anomalies and permit abuses so long as the plan does not cover substantially all.

employed and self-employed persons.

INSEPARABILITY OF COVERAGE, BENEFITS AND FINANCING

Three features in particular of out old-age and survivors insurance plan strike
me as fundamental—the contributory basis of its financing, with a moderate
accumulation of funds as a contingency reserve; the payment of benefits based on
the social adequacy principle, related to prior.earnings and payable as of right;
and the objective (90 percent achieved) of including all workers, employed and
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self-employed. Coverage, benefits, and financing constitute what I. bave else-
where described as an.inseparable trinity. If thinking in the field of social old-.
age insurance is to be realistic, sound, and consistent, each member of this trinity
- must be considered in its relationship to-the others. Thus a soundly designed
benefit formula needs to take into account the financing arrangements and the.
extent of coverage. It is gratifying to note that appropriate changes were made in
the design of the OASI benefit formula as the coverage of the plan was extended to.
groups of persons previously excluded. It should always be borne in mind that.
proposed changes in one part of the OASI plan should not be considered in a.
vacuum, but that consideration should at the same time be given to the other:
component features of the plan,

SOCIAL INSURANCE VERSUS GOVERNMENT WELFARE °

This panel is concerned with reviewing our current social insurance and Govern-.
ment welfare programs. Social insurance and Government welfare in combination
constitute what we have come to know as our social-security program—a two-.
pronged approach . directed at increasing economic security. “Though sharing
the same ultimate objective, the respective prongs go about it quite differently,.
utilizing entirely different. principles and methods. The insurance approach I'
have already considered. It conditions benefits on acquired rights'based on
previous earnings and determines them by a formula also geared within limits to.
earnings. Its income likewise is related to earnings, payroll, or both. The-
welfare or assistance approach, on the other hand, relates payments to individual®
needs and provides them out of general or special tax revenues.

WEAKNESS IN FEDERAL FORMULA FOR GRANTS-IN-AID

A great weakness'in the present arrangements for Federal aid in the categorical:
public-assistance programs relates to the Federal formulas for matching State-
outlays. Starting with equal matching up to a modest ceiling, these formulas:
have been repeatedly liberalized until they are now heavily weighted on the side.
of Federal generosity, and by leaving the determination of need to the States,
they provide inadequate checks on such generosity. They are so construeted-
that they even afford the States inducement to exploit the availability of Federal
funds through putting on their assistance rolls an unreasonably large number of-
persons for relatively low payments. The way this comes about involves the-
mathematics of the formula and is somewhat technical. However, the following-
hypothetical illustration may help to-clarify the matter. -

Under the existing Federal matching formula for old-age assistance the Federal’
Government, in effect, reimburses a State, in respect of monthly assistance.
rendered recipients in amounts not exceeding $55 to any recipient, to the extent
of four-fifths of the first $25 of average monthly payment per recipient, plus:
one-half of the remainder of such average monthly payment. Thus a State that:
pavs out $50 a month on the average to 20 percent of its old people, excluding-
payments'in excess of $55'to any individual, gets back $32.50 of this average from-
the Federal Treasury and accordingly provides only $17.50 from its own.” Looking-
at the matter in another way, the State would be paying out on the average a
total of $10 a month (one-fifth of $50) per aged inhabitant 65 and over (these.
- being fivefold the number of recipients), of which $6.50 represents Federal and-
$3.50 State money. Suppose the State decides to add another 20 percent of its:
old people to its old-age assistance rolls for an average monthly payment of $10,
(e. g. as a supplement to OASI benefits). The State would then be increasing: .
its total old-age assistance payments by 20 percent and the $10 a month per aged
inhabitant to $12. Surprising as ic may seem, we would then find that, for that-
$12 a month per aged inhabitant, the Federal Government under the formula
would contribute $9 and the State only $3. Thus by its action in increasing the.
total expenditures by 20 percent while doubling the number of recipients, the:
State would be reducing its actual cost by one-seventh (14 percent), since 50
cents. of its previous $3.50 payment per aged inhabitant would be switched from-
its own to the Federal Treasury. The Federal ‘Government’s share of the cost,.
on the other hand, would be increased by almost 40 percent or double the per-:
centage increase in total expenditures.,

‘Whether or not a State is to any appreciable extent cognizant and ready to-
avail itself of the built-in incentive to exploitation here illustrated, its presence.
in the formula constitutes an anomaly which should long since have been removed.;
Yet the trend since 1946, when this type of formula was first adopted, has been,

69848—55——8
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to compound the anomaly by twice liberalizing the first unequal Federal matching
proportion (from two-thirds of $15, to three-fourths of $20, to four-fifths of $25).

APPROACH TO"ITS CORRECTION

It would seem reasonable to expect that, to the extent the old-age and sur-
vivors’ insurance provisions prove able to achieve the objectives for- which
Federal matching now presumably exists, there should be withdrawal of Federal
participation in the support of old-age assistance. Whether or not the with-
drawal should ultimately be complete need not now be decided. The important
thing would seem to be to get started in the right direction.

One approach, advocated in some quarters, might bé the adoption of the block
grant principle. Under this principle the Federal Treasury would make avail-
able to each State a lump sum for all welfare purposes within certain categories,
leaving the State free to make its own allocation among the different types of
welfere.  But whether this be the approach, or the present categorical approach
(separate amounts for separate categories) be continued, it 'would seem reason-
able that the formula for allocating among the States whatever Federal funds
may be available (whether in block from or by categories) should reflect the
progress made by OASI to date in reducing the heed in the particular State;

A major obstacle to any new approach consists in thé vested interests in the
system that have grown up in a number of States by reason of the latitude the
present Federal-matching formula permits and the absence of federally prescribed
standards as. to what constitutes need. Our immediate problem would appear
to be the devising of transitional arrangements which will permit a more equit-
able allocation without too suddenly and sweepingly upsetting these vested
interests. But gradually or otherwise, it seems clear that inequities and oppor-
tunities for abuse have become established and will sooner or later have to be
removed, and the longer the operation is delayed the more painful and dangerous
it will become. Perhaps the most difficult part of the job will be to convince
the patient of the accuracy of the diagnosis and secure his cooperation in effecting
a cure. .

VOLUNTARY PRIVATE ACTION AND COMPULSORY GOVERNMENT PROGRAMS—FRIEND:
OR FOE : -

Social insurance from its very nature must tread a narrow path between oppos
ing perils. On the one hand, if times are bad and the wherewithal for subsistence
hard to come by, there exists the danger of social unrest or even chaos. Hence
the need for an assured minimum to promote a feeling of hopefulnéss and security
at all times. * On the other hand the too ready availability of substantial unearned
bepefits can well stifle initiative and the spirit to excel, making for indifference
and poor citizenship. It is no easy assignment for a democratic people to find
and tread the appropriate middle way. Yet it must do so if it is to remain truly
and healthily democratic. )

A highly important related question is what can reasonably be expected from
other resources available to the individual—savings, investments, insurance,
homeownership, pensions and the like. At this point our free-enterprise philos-
ophy, looking towards continued voluntary individual or group provision, and
our social-security philosophy, looking toward Government enforced collective
action, come into vital contact. Whether or not this contact take the form of
collision or cooperation is a matter of vital consequence for our Nation. As I
wrote some 13 years ago:

‘“Both types of protection, social and private, have to function in an economic,
social, and political environment that is dynamic rather than static. Both must
be capable or mutual adjustment as circumstances change and new developments
arise. Properly conceived, their functions are complementary rather than com-
petitive. They should engage each other like well-adjusted gears cooperating to
a common end, not clash like antagonists competing for survival.”

To insure that a well-adjusted engagement shall be the outcome rather than a
hostile clash between different types of approach (I am not here referring to that
form of healthy competition within free enterprise which is the source of its
peculiar vigor and effectiveness) is a continuing task for our highest statesman-
ship, in the arees of management and labor no less than in that of government.
Social insurance and private insurance (including pensions) have advanced and
grown together over the past 20 years in a manner that makes me optimistic for
the future. While frictions and maladjustments have occurred, these have not
been devastating or irremediable, and in fact they have taught usmuch. But there

-



. LOW-INCOME -FAMILIES . 109

is too much at stake aad the dangers too imminent for complacency, and eternal
vigilance is the order of the day. Hence, in closing, I would like_to refer briefly
t0 some of the accomplishments in the voluntary field and to further tasks ahead,

ACCOMPLISHMENTS OF, AND REMAINING TASKS FOR,'VOLUNTARY‘ INSURANCE

_ First, there seems little reason to suppose that, by.and large, the establishment
of social insurance has been detrimental to the growth of life insurance and
pensions. On the contrary, the availability of a modicum of social insurance -has
served 2s an entree and stimulus for successfully urging the need and desirability
of private protection as well. Much data could be presented in support of this
point of view, as illustrated by the following comparative figures. From a low
level of some $35 million in 1940, when the program began to make monthly
payments, old-age and survivor insurance benefit payments reached some $3.7
billion in 1954 and will continue to increase as the program relentlessly pursues
its long-range course toward maturity. Life insursnce benefit. payments. of all
kinds advanced over the sam.e period from $2.7 billion in 1940 to ali.ost $5 billion
in 1954, and will also'doubtless continue to increasé in the years ahead. -
"~ Thée contribution of insurance to social security in the United States has been
s0 ably and eloquently documented in an article in last J uly’s ‘issue of the Inter-
national Labour Review that I am taking the liberty of attaching a copy as part
of this presentation. The author is Chester C. Nash, director of life insurance
information of the Institute of Life Insurance in' New York City. .The article
reviews the substantial growth in our private insurance.protection during the
last 25 vears, describes various forms of insurance recently developed and dis-
cusses how these changes have served to increase the financial security of the
population. Possible futiiré developments are also discussed., .
" Following are several extracts: o ) )

“One.of the greatest changes that has taken place.in the social and economic
structure of the United States during the past generation is theé tremendous
advance in' the family financial sécurity of tlie Nation’s workers—in the social
security of the country, = ° . C ’

“Tn the span of 25 years the worker’s security outlook has grown to-proportions
that would have been regarded as unbelievable in 1929, which was considered at
the time to be a year of prosperity. The 1929 worker in the United States faced
a relatively high rate of unemployment, with no financial protection against loss
of income when he became unemployed; he had little protection against financial
loss from nonoccupational sickness or accident, espécially of his family; there were
relatively few pension or retirement plans for.workers; and the life insurance owned
throughout the country averaged only $2,700 per family. i o .

“Af the beginning of 1955 unemployment in the United States was relatively
low, and ‘a large proportion of the unemployed were eligible for unemployment
insurance benefits; the great bulk of the work force had some form of sickness
and accident insurance, especially against hospitalization and surgical expenses,
which often covered the entire family; a large part of the work force was covered
by pension plans and was also eligible for benefits under the old-age and survivor-
ship program of the Social Security Act; life insurance averaged $6,400 per family,
with a growing proportion of families owning life insurance for such specific pur-
poses as paying off the mortgage on the home, terminating installment loans or
providing funds for education. ’

“Some measure of what this transition has already meant to the worker families
of the country may be seen in table I, which shows payments to families in 1929
and 1953 for the major disruptions in the continuity of income, the chief causes
of family financial insecurity—death, disability, unemployment and retirement.
It will be seen that the sum total of such payments was in 1929 less than $3,000
million and in 1953 more than $18,500 million. Preliminary estimates indicate
that these payments totaled between $21,500 million and $22,000 million in 1954,
That is a sevenfold increase in 25 years or, if the increase in the number of families
during the period is taken into account, a fivefold increase.

“This increased flow of benefit payments is not, however, the full measure of the
important strides made in social security in the period, since a large part of the
protection facilities are of relatively recent origin and have not yet begun to pay
out benefits in large volume.

“The amount of life insurance owned, for instance, has risen from $102,000 mil-
lion in 1929 to $339,000 million at the end of 1954, a threefold increase. Nearly
half of this has been added in the past 7 years (see table II).

* * * * * * *
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“Similarly, social security benefit payments under the provisions of the Govern-
ment programs concerning old age and survivors, which totaled over $3,500 million
in 1954, will increase rapidly as the number of those aged 65 and over increases and
more segments of the population are brought under the act. Some 10 million
persons were added to the list of covered workers in 1954, and none of them have
yet appeared on the benefit list.

“The important element in the social security of a nation’s families, however,
is not the current flow of annual benefit payments but the sum total of protection
facilitiés. This is especially true in a period of rapid expansion. . Most families
do not draw on their security plans in‘any single year, but they want and need the
policy, agreement or benefit assurance for -whatever emergency may arise. On
this basis: of aggregate protection there has been a very great increase.in social-
security arrangements since 1929,” '

" In my philosophy the responsibility for closing gaps in and for “rounding out’”
social-insurance provision rests primarily with private enterprise. Only when
there is demonstrable failure on the part of voluntary agencies to deal effectively
with a social risk should the aid of ‘Government be invoked. Should it be neces-
sary to call on Government, aid should first be sought from that level of govern-
ment closest to the people affected. Only as a last resort, when a problem has
grown to national proportions and for the most part transcends the capacity
even of the State governments, should there be recourse to Federal action, and
then only to the extent and for the duration that the general incapacity of the
States persists.

To promote this objective I think there should be some permanent machinery
responsible for assessing the capacities of State and local governments to deal
effectively with social problems, and to determine what steps can-appropriately
be taken to remove incapacities and strengthen capacities where possible. Be this.
as it may, I am convinced that, by reason of its size, experience, specialized
knowledge, and strategic situation, a.special primary. responsibility continues to
rest on the insurance business to leave no stone unturned in its efforts, in healthy
competition with other voluntary agencies, to fill the gaps in social-insurance
protection and round out its benefits. The strides in this direction that have
1?een made in recent year, as spelled out in Mr. Nash’s article, augur well for the

uture.

Mr. Honavs. The statement I have filed is not representing -the
views of any organization. It is that of an individual whose vocation.
has been in the field of voluntary insurance for many years and whose
avocation about the same time has been social insurance. In other
words, it is exposure to both fields. '

The first part of the statement discusses need for a sound philosophy-
as to social insurance. It, like fire, can be a good servant but bad
master. Realistic social-security philosophy is needed as a touch-
stone for legislation, and I think during the last 20 years there has.
been an understanding of that in Washington the way things have
developed. AsIseeit, the elements of such a philosophy fundamental
to our democratic freedom are the obligations of the individual that
run in three directions, one to himself and his family, two, to those from.
whom and with whom he works, and three, to society as represented.
by his fellow citizens and himself and the agencies they have set up:
for their common good.

I was glad to see the Secretary this morning develop that same-
proposition. Acceptance of these responsibilities has resulted in this.
country in a development of three classes of insurance. One is indi-
vidual insurance, the other is group insurance, and the third is ‘social
insurance. ’ :

Like a three-legged stool they are capable when properly integrated.
of providing firm and well-rounded support for.the citizen. Individ-
ual insurance, which is the oldest form we have had in this country,
affords the individual the opportunity to set his own desired level
of protection for his family and is based upon that innate spirit of
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self-reliance which has always been and still is a traditional American
trait. Group insurance is derived from the sense of responsibility
of employees and employers in an organization for the welfare of the
individual worker and his family.

Reference was made this morning to the volume of life insurance by
the Secretary. There was some cross questioning as to what the 700
billions of insurance meant broken down on a per capita basis. The
proper compsrison, I think, is the relationship of that amount of
insurance, of which half is social insurance, half is private, to the
number of family units. If you take the total of about 53 million
{family units in the population as a whole, it is rather interesting that
the $700 billion total you asked about this morning represents about
$13,000 per family unit in this country, and related to average annual
disposable income of a family unit is almost three times disposable
income. ‘

Social insurance, which is our newest form in this country, deals
with social hazards—economic risks of such general concern to society
because of the large tolls they would take of human and financial
values that society wishes to handle them in a more orderly and
systematic manner than in the past. ,

The benefit level of social insurance is and should continue to be
based upon a different philosophy than that of private insurance.
Private insurance being voluntary, it is necessary that the level of
the benefit is directly related to the amount of the payment the indi-
vidual or the group makes therefor. If social insurance is to accom-
plish its objective, it must be based primarily on the objective of
social adequacy, related to what some of my colleagues have talked
about earlier as some minimum basis of subsistence. ‘

Actually, the way it has worked out, and properly so, the social-
insurance benefit formula for the old-age insurance has been a blend
primarily of adequacy with a certain amount of equity in it based on
the individual’s prior earnings. e :

There is one other point in connection with social insurance I
would like to emphasize because it needs emphasis and reemphasis.
We cannot talk separately about the coverage of a plan, we can’t
talk separately about the benefits of the plan or financing. All of
them are inseparable, and whatever decision is made in one area must
take into account the other two. We can’t deal with them separately.
They must always be considered together. o :

For example, in considering benefit levels, or in finance, the position
is quite different today, where 9 out of 10 people are covered under
the social-security plan, than it was in 1937, when only 6 out of
10 were covered. I think the broader the coverage, the more you
can pitch the benefit level toward the adequacy concept. It is
therefore gratifying that over the 20 years that Congress has dealt
with social security it has quite genérally recognized the principle
that the 3 elements all must be considered together and it has not
made the mistake of dealing with 1 and ignoring the other 2. ,

The next part of my statement deals with social insurance versus
Government welfare. They are a two-pronged approach to increasing
economic security and are based on entirely different principles and
methods. - The original intent of those who inaugurated social
security was that assistance with respect to old age would decrease
as insurance increased. There is little evidence, however, either in
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actual or proposed legislation of general understanding that this is’
the proper relationship of the two approaches. :

Starting with a-50-50 matching, the Federal formulas for matching.
State funds in the different categories have been repeatedly liberalized
and are now heavily weighted on the side of Federal generosity.
They afford States inducement to exploit the availability of Federal
funds through putting on the assistance rolls an unreasonably large
number of persons for relatively low payments. If you look at the
respective State figures, you will find that the relative number of
people on assistance in a number of cases have little consistency to
the corresponding economic position of the States.

The statement includes a somewhat technical explanation and
illustration how the present formula provides a strong inducement
to a State to add a lot of people to its old-age assistance roll for
relatively low payments and thereby reduce its share of the cost.

The formula for allocating among the States whatever Federal
funds are made available should reflect the progress made by OASI
in reducing the need for OAA in a particular State. It is recognized
that transitional arrangements are needed. I have no simple formula
to produce for the answer, but in connection with the other sugges-
tions that are made, I submit that what is needed is complete review
of where we are. We have gone a long ways. Correct what needs
to be corrected and perhaps the moneys being used in one way now
can be much better applied in other directions.

Social insurance must find and follow a middle way between oppos-

ing perils. On the one hand, its benefits must be adequate to avoid
social unrest and even chaos if times are bad, and on the other hand,
it must not stifle initiative by providing substantial unearned benefits
too readily available. "It is no easy task, but as the figures indicated
earlier have shown, so far in this country, our citizens have carried on’
that responsibility, not only through insurance, but through savings
and homeownership, as referred to this morning, and employers, em-
ployees, and unions, through the different group actions, have also
done much.
. It has been a very encouraging development and the record, as far
as I am concerned, does not support a lot of the pessimistic comments
that were made at the beginning, that social insurance would negate
the desire of individuals and groups of individuals to carry out their
own responsibilities.

The progress to date continues to provide ground for optimism.
Now, in closing, I submitted with my statement, Mr. Chairman, and’
I hope you will give earnest consideration to its inclusion in the record,
an article that appeared in the July issue of the International Labor
Review. 1t is entitled “The Contribution of Life Insurance to Social
Security in the United States.” I suggest you give it earnest consider-
ation, because it supplements the report your staff prepared, which is
a remarkable piece of work. It has pulled together in one place infor-
mation -that I for one, who have tried to work in this field for years,
have never found together.

The ILO article supplements your staff’s very able document by
showing the remarkable extent to which the citizens of our country,
employers and unions, have taken on their responsibilities, in their
particular areas. :
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I had nothing to do with the authoririg or the sporisorship of it’arid
hence I can recommiend it without any embarrassment. ’
Thank you.. L : _ : ' .

Senator SparkMAN. It doesn’t seem to be too long. Is there any
objection to this being included in the record? - .

(No response.) , ) .

Senator SParkMAN. Dr. Ensley, do you see any reason why it
should not be? It is about 17 or 18 pages.
" Mr. ExsreY. I would have no objection to it.

Senator SearkMan. That will be done.

(The information referred to is as follows:)

Tue CONTRIBUTION OF LIFE INSURANCE To SociaL SECURITY IN THE UNITED
STATES

By Chester C. Nash o -

The protection provided through private insurance, as distinguished from govern-
mental social-security programs, against threals to the securdty of income of the
family—such as disability, death, and-old age—is greater in the United States than
in most countries. The present article reviews the substantial growth in private
insurance protection in that country during the last 25 years, describes varitous forms
‘of insurance recently developed and discusses how these changes have served to increase
the financial securily of the population. -Possible future developments are also
discussed. It is believed that the information presented will represent a wuseful
addition to studies published by the Office on governmental social securily measures mn
the United States.!

The author is-the Director of Life Insurance Information of the Institute of Life
Insurance in New York City and has been engaged for a number of years in edilorial
and public relations work in the privale insurance field. .

THE EXTENSION OF LIFE INSURANCE ’

One of the greatest changes that has taken place in the social and economic
structure of the United States during the past generation is the tremendous
advance in the family financial security of the Nation’s workers—in the social
security of the country. °© : :

In the span.of 25 vears the worker’s security outlook has grown to proportions
that would have been regarded as unbelievable in 1929, which was considered at
the time to be a year of prosperity. The 1929 worker in the United States faced
a relatively high rate of unemployment,? with no financial protection against loss of
income when he became unemployed; he had little protection against financial loss
from nonoccupational sickness. or accident, especially of his family; there were
relatively few pension or retirement plans for workers; and the life insurance
owned throughout the country averaged only $2,700 per family.

At the beginning of 1955 unemployment in the United States * was relatively
low, and a large proportion of the unemployed were eligible for unemployment
insurance benefits; the great bulk of the work force had some form of sickness
and-accident insurance, especially against hospitalization and surgical expenses,
which often covered the entire family; a large part of the work force was covered
by pension plans and was also eligible for benefits under the old-age and survivor-
ship program of the Social Security Act; life insurance averaged $6,400 per family,
with a growing proportion of families owning life insurance for such specific pur-
poses as paying off the mortgage on the home, terminating installment loans or
providing funds for education. ]

Some measure of what this transition has already meant to the worker families
of the country may be seen in table I, which shows payments to families in 1929
and 1953 for-the major disruptions in the continuity of income, the chief causes of
family financial insecurity—death, disability, unemployment, and retirement.. It

I'For example, Systems of Social Security: United States (Geneva, 1954).

2 The 1930-40 employment series of-the National Industrial Conference Board showed 3,636,000 unem-
ployed in a work force of 48,695,000 at the beginning of 1930. Thus, every 14th worker was unemployed.
By 1933 every 4th worker was unemployed.

3 The U. S, Bureau of the Census estimated the unemployed in December 1954 at 2,838,000, with a total
work force of 66,811,000, This represents a ratio of 1 in 25. ‘ :
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will be seen that the sum total of such payments was in 1929 less than $3,000
million and in 1953 more than $18,500 million. Preliminary estimates indicate
that these payments totaled between $21,500 million and $22,000 million in 1954.
That is a sevenfold increase in 25 years or, if the increase in the number of families
during the period is taken into account, a fivefold increase.

This increased flow of benefit payments is not, however, the full measure of the
important strides made in social security in the period, since a large part of .the
protection facilities are of relatively recent origin and have not yet begun to pay
out benefits in large volume.

TABLE I.—Death, disability, unemployment, and retirément payments to United
States families from all sources, 1929 and 1953, and estimaled 1954

[Miltions of dollars]

' Source of benefit : 1929 1953 ESt{gthed
Life insurance companies:

Life policy proceeds and benefits_._. ... ____________ 1, 450 3, 690 4,010
. Accident and health proceeds and benefits. 50 1,160 1,210
‘Other accident and health insurance____.._._____ 75 1, 600 1, 700
Fraternal, savings bank, and assessment insurance. 165 180 1
Private pensions__________ . . 500 500
‘Workmen’s compensation._ 250 870 930
Liability insurance elaims____._.___________________ 170 1,730 1,580
Bocial security:

Old-age and survivors insurance benefits_______ O] . 3,010 3,670

Unemployment benefits________.._______ (1) 1,050 2,280
Federal, State, and local retirement benefits_ (O] 1,150 1, 260
Railroad retirement and other benefits.____ m 480 540
Servicemen’s life insurance_.._..__.__ 39 750 710
Veterans’ benefits.......___________________._____ 673 2,470 2,570

17 Y 2,872 18, 580 21, 160

1 Nonexistent.

Sources: Spectator Year Book, the Health Insurance Council, National Underwriter Argus charts, the
U. 8. Department of Health, Education, and Welfare, the Veterans’ Administration, Best’s Life Reports
‘and the Institute of Life Insurance.

The amount of life insurance owned, for instance, has risen from $102,000
million in 1929 to $339,000 million at the end of 1954, a threefold increase.
Nearly half of this has been added in the past 7 years (see table II). Relatively
few policies terminate as death claims in the first few years after purchase. A
Tecent analysis of 1 month’s death claims indicated that 89 percent of all death
claims were under policies that had been in force at least 5 vears and 77 percent
under policies that had been in force at least 10 years.+ Thus, while death-benefit
payments under life insurance in 1954 totaled $2,055 million, they will increase
materially as the policies age, even if the death rate among policyholders continues
“to show the same rate of reduction as in recent years.

TasLe II.—Life tnsurance in force in the United States

Amount
Year (millions of | Fercentage
dollars)
102, 086 100
96, 246 94
122,159 120
186, 250 182
339, 000 332

Source: Institute of Life Insurance. -

Similarly, social-security benefit payments under the provisiens of the Govern-
‘ment program concerning old age and survivors, which totaled over $3,500 million
in 1954, will increase rapidly as the number of those aged 65 and over increases

. ¢ Analysis of the distribution pattern of one month’s death claims paid in the United States, made by
‘the Institute of Life Insurance, covering June 1953 payments. - . : .

* The decline in the death rate per 100,000 policyholders has been from 900 in 1929 and 750 in 1943 to an
‘estimated 630 in 1954.
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and. more segments of .the population are brought under the act. Some 10'million
persons were added to the list ot covered workets in 1954, and fnone of them have
yet appeared on the benéfit list. ’

The important element in the social security of a nation’s families, however, is
not the current flow of annual benefit payments but the sum totel of protection
facilities. This is especially true in a period of rapid expansion. Most families
do not draw on their security plansin any single year, but they want and need the
policy, agreement; or benefit insurance for whatever emergency may arise. On
this basis of aggregate protection there has been a very great increase in social-
security arrangements since 1929, -

This advance in family financial security against the adversities that strike at
family income has not come about by chance. A large pert of it is directly due
to the efforts of the insurance companies. Plans created by the companies, sold
by their salesmen, expanded and improved by their service representatives, are
now the great base of family financial security in the United States. In addition,
an important part of this security, almost entirely added since 1929, is the indirect
product of these efforts. Such items as unemployment insurance and old-age
benefits under the Federal Social Security Act, as well as national service life in-
surance and other benefits for ex-servicemen, are not underwritten by the insur-
ance companies, but their very existence stems from the acceptance, understand-
ing, and appreciation of the insurance system by the masses of the people, followed
by Government action where private operations did not prove feasible.

*“In the case of the Social Security Act, for instance, an unemployment benefit
scheme was undertaken by the Government only after every effort had been made
to find a means of underwriting these risks through- private channels. When no
sound basis was found for private insurance against unemployment, a mass opera-
tion was set up under Government sponsorship. The system of social insurance,
when established, also included old-age snd survivors benefits on a mass basis.
that could not have been provided through private insurance. The Government.
plan established a security floor below which workers would not be allowed to fall..
Supplementary protection, in more ample proportions, has been added in-large:
volume through the established private insurance channels.

The creation ot the Government benefit program has not diverted large seg--
ments of the'insuring public away from insurance but has on the contrary increased
the number of persons turning to insurance for amplification of the sustenance base:
provided by the plan. This trend has been seen with the introduction of each.
new pioject for mass protection. When the Social Security Act was adopted in:
1935 it was widely predicted that life insurance, especially industriel life insurance,.
would be seriously curtailed. In fact, the life insurance in force has more than
tripled in the intervening years, and even industrial insurance has increased to-
two-and-a-hali times the 1935 aggregate.

Similarly, when national service life insurance was offered to some 16 million
servicemen in the Armed Forces, it was predicted by some that the life-insurance:
buying of the next decade would be sharply reduced; actually, the purchase of
new life insurance in 1954 was 4 times that of the year in which national service:
life insurance was adopted.

Life insurance ownership, as shown in table II, is not a completely accurate
measure of the increased family security of the Nation’s families. In some respects.
it overstates the case; in others it understates it. First, the aggregate of life
insurance in force must be related to the number of family units and also to the
changed annual income of the families.

The number of family units has increased by some 15 million in the past 25
years.8 The average life insurance in force per family in the United States is
shown in table III as $2,700 in 1929 and $6,400 in 1954. Related to average dis-
posable income per family, life insurance ownership per family was 123 percent
of 1 year’s income in 1929, 134 percent in 1954. In terms of what the policy
proceeds would buy at current prices, family ownership of life insurance is today
about 9 percent more effective than it was 25 years ago, in spite of the great
inflationary movement of the past decade. The relationship to disposable in-
come (personal income less personal taxes and related payments) is materially
affected, of course, by the rise and fall in both tax payments and the cost of living.
Tax .payments, which have increased more than twelvefold since 1929, have
made deep inroads into the take-home portion of the family income, but these
tax payments are largely not translatable to the dependents left on the decease

¢ The number of family units, including families, subfamilies and unrelated individuals, according to
Bureau of the Census reports, was under 38 million in 1929 and an estimated 53 million in 1954.

7 Personal taxes and related payments reported by the Department of Commerce were $2,600 million in
1029 and an estimated $33,000 million in 1954.
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of the policyholder. Therefore it is the disposable income, the money left after
taxes, that is comparable with the policy proceeds.

The cost-of-living index has risen sharply in the past 10 years, from 75 in 1944
(very little above the 1929 level)8 to about 115 in 1954, and this period of inflation
has seen about the same proportionate incresae in average weekly wages.? These
have increased nearly threefold in the 25 years. What is more, the number of
families with more than one wage earner has risen sharply. Now the second
wage earner usually does not have quite the same need for life insurance as the
primary ‘wage earner.- If the ownership of life insurance per family head could
be ascertained it would undoubtedly show an even sharper percentage rise than
the overall figure.

TasLe IIL.—Ldfe insurance in force per family in the United Stales related to
disposable family income

Life insur-
Life insur- | Annual dis- |  80C¢ ex-
Y ance in posable in. | Pressed as af
e | e [P
family - family posable in-
come
$2, 700 $2, 200 123
2,400 1, 200 210
2, 800 2,100 131
3,900 3, 500 110
5,800 4,800 122
© 6,400 4,700 134

Source: U. 8. Department of Commerce and Institute of Life Insurance,

Table IIT also indicates the stable nature of life insurance ownership during
deflationary periods. While the aggregate of life insurance rises sharply during
periods of inflation, it tends either to remain steady or to decline by a very small
percentage during the most severe deflationary. periods. In 1933, at the worst
of the depression of the 1930’s, disposable family income had fallen to nearly half
of the 1929 level, but life insurance owned per family had declined only about
9 percent below the 1929 figure. Surveys made during the depression’ years
showed that among worker families life insurance was practically the.last element
of family security dropped by families that suffered acute financial adversity.
In fact, when public relief was initiated, provision was made in most areas for
the allowance of an amount to maintain. certain basic amounts of life insurance,

Thus in periods of deflation, with life-insurance ownership holding relatively
steady, the ratio of average life insurance per family to disposable income per
family rises sharply. This element of stability attaching to life insurance is an
added factor in the security picture of the family, Co !

One of the striking characteristics of the inflationary period of the past quarter-
century has been the way in which families more than kept pace with inflationary
tendencies; rapid as the inflation has been, life insurance per family has improved,
even when related to the current cost of living. o .

Even the figures of ownership of life insurance per family, properly related, do
not tell the whole story of improved family security. There has been a change
in the nature of the policies owned, which is contributing to a more effective use
of life insurance in the development of family security. Wage earners have
tended to change, as soon as improved income permitted, to the large unit ordinary
life plan rather than the industrial plan. There is no accurate means of deter-
mining how extensive this movement has been, but since 1929 ordinary insurance
has risen 165 percent while industrial insurance has increased 125 percent. What
is more, the elevenfold increase in group life insurance during this period must
be added to the workers’ protection program (see table IV). )

-8 The constumer price index of the Bureau of Labor Statistics (1947-49=100) was 73.3 in 1029, 75.2 in 1944
and 115.0 in 1954 (estimated). A '

A verage weekly wage, all manufacturing industries (Bureau 6( Labor Sfatistics): $25i1-1929; $46 in 1044;
$72in 1954 (estimated). t
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TapLe IV.—Life insurance ownership by type of policy
[Million dollars]

Year Ordinary Group Industrial Total

75,726 9,011 17,349 102, 086
70, 892 8,724 16, 630 96, 246
82, 600 17,774 21,785 122,159
123, 021 32,823 © 30,408 186, 250
186, 710 79, 768 37,781 304, 259
201, 000 99, 000 39, 000 339, 000

Sources: Spectator Yearbook and the Institute of Life Insurance.

CHANGES IN TYPES OF INSURANCE POLICY

A great change also developed during the years 1929-54 in the types of policy
taken out; several new policy plans were either created or given their first major
usage in this period. The family income plan was a creation of this period, for
instance. Written in various forms, this policy provides an additional amount of
protection for the years of greatest family dependence, usually up to the time
when the children have completed their schooling. A $10,000 policy, for instance,
usually provides $100 monthly income from the time of death of the policyholder
until the predetermined terminal year for the family income has been reached
and then pays to the widow the full face amount of the policy. A policy of this
type costs much less than one that would pay double the lump-sum amount
(. e., $20,000), since the monthly income feature of the policy consists of gradually
decreasing term insurance, for which the premium is very low. The aggreagte of
family inconie life insurance in force is now estimated to be in excess of $20,000
million, which roughly provides potential family income protection of some $2,400
million annually.

Another special type of life insurance protection, credit life insurance, has been
developed almost entirely during the past 25 years. This insurance, written with
private life insurance companies for lending offices, covers borrowers to the amount
of outstanding balances on loans and assures repayment of loans in.the event of
death for millions of borrowers. With the great volume of buying on the instal-
ment plan or through personal loans from banks or credit unions the question of
insuring these loans is an important gecurity element for the average family.
Nearly $30,000 million of .short-term and intermediate-term consumer credit is
outstanding in the United States!?, an average of well over $500 per family.
Unpaid balances on such loans constitute a great drain on family resources in the
event of the death of the family head, and the family security is greatly enhanced
by the existence of life insurance specifically arranged to pay off the loan. Some
$10,000 million of ecredit life insurance is now _estimated to be in force in the
United States—about one-third of the total consumer debt item.

Similarly, there has been in recent years an extensive development of mortgage
life insurance designed to pay off the balance of a real-estate mortgage in the
event of the death of the property owner. There is no means of deriving sta-
tistics of this type of protection, since it is included in the overall figure for indi-
vidual insurance, but it is reported by the life insurance companies that there
has been a considerable volume of such business. Tudeed, this may have been
a factor in the spread of homeownership in recent vears. Over half of all home
dwellers own the home in which they live.! The aggregate mortgage debt on
1-family to 4-family properties is nearly $75,000 miilion.2” This debt affects the
security of millions of families today, and the assurance held by those with
‘mortgage life insuranece that the home will be received by the family title-clear
in the event of death of the family head is a vital component of the overall social
security picture. '

Educational life insurance has been written for many years. Tt is not new but
has greatly increasec in volume. Thisis insurance on the life of the parent income-
producer, to'guarantee payment of the mecessary funds to provide college tuition
and living exnenses if the parent does not live to see the child through college;

10 $29,209 million was outstanding at the end of November 1954 (Federal Reserve Bulletin, January 1955)

11 The 1950 census of housing carried out by the Department of Commerce showed 23,559,966 owner-
occupied homes, compared with 10,866,970 in 1920; in 1950 55 percent of the homes were owner-occupied; in
1920 45.6 percent.

12 $72,600 million of mortgage debt was outstanding on nonfarm 1-family to 4-family properties in Septem
ber 1054 (Federal Reserve Bulletin, loc. cit). - A .
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in some cases, at additional cost; the policy provides the college funds whether
the parent lives or dies. This guaranty is of increasing importance today, as
more and more of the N.tion’s youth look towards a college education. On the
basis of present enrollments it would appear that every seventh child expects to
go to college. :

" “Another; development in life insurance underwriting that has made an im-
portant contribution to the widening social security of worker families has. been
the intensive expansion of extra-risk life insurance. This insurance, which pro-
vides life-insurance protection for persons in specially hazardous occupations or
in impaired health at an extra premium commensurate with the additional risk
involved, now gives protection to millions of persons who would not be eligible
for life insurance at standard rates. The aggregate of extra-risk life insurance in
force in the United States is now nearly $14,000 million according to an Institute
of Life Insurance estimate based on the 1952 aggregate of $1 1,700 million. 'The
number of ‘such policies is now around 5 million.

During the past 25 years practiczlly every life-insurance company has under-
takern to issue extra-risk policies, and so widespread has been the underwriting of
such risks that policies are now issued to 97 percent of all apolicants for ordinarv
life insurance (the type under which these extre-tisk policies are chiefly written).
Occupational risk has almost disappeared as a factor in uninsurability, and today
only a few exceptionally hazardous jobs are a cause of noninsurance. In the
field of heslth the study of risks and measuring of extra hazards has become so
thorough that many persons with certain categories of heart disease and .nany
whe have had successful cancer operations or have recovered from tuberculosis are:
now insured. A quarter of a century ago many worker families were without the-
benefit of life insurance other than industrial or group insurance, owing to non-
insurability; today very few families are in this position.

How extensive the ownership of life insurance has become among worker families:
.may be seen from the last survey of consumer finances made by the Survey
Research Center at the University of Michigan for the Federal Reserve Board.
This survey, made early in 1954, indicated that life insurance had been taken out:
by 89 percent of all families of skilled and semi-skilled workers and 90 percent
of all families in which the chief income-producer was engaged in clerical and
siles work. Both of these percentages were higher than the average ownership:
for all families (80 percent) and were as good as or better than the figure for pro--
fessional or self-employed persons. This reflects the important advance in the-
self-developed family security programs among workers in the past quarter-
century and half-century.

Another life insurance feature, highly developed in the past 10 to 15 years:
and an important contribution to greater family financial security, is the income
option of policies. This permits benefits to be drawn as continuing income instead
of as lump-sum payment. In 1953, according to the Institute of Life Insurance,
28 percent of aggregate ordinary and group-life-insurance benefits were set aside:
for future income payments. This heightened appreciation and use of the income:
concept adds materially to the security of the beneficiary family.

Life insurance is not the only security facility -offered by the life insurance
companies, and there have been even greater advances in some other forms of
protection that contribute equally to the social security of the country. Annuities,
for instance, now comprise an important part of life-insurance operations. One~
sixth of all fupds held by the life insurance companies are annuity reserves guaran-
teeilng future annuity payments. These annuity reserves are now about $14,000:
million.

The annuity is not a new type of contract. It was one of the earliest forms
written, nearly 2 centuries ago, but its major development in the United States:
has come about during the past 25 years. The lessons of insecurity after retire--
ment, Jearned during the early days of the depression that began in 1929, brought.
‘keen interest in such plans.” Between 1930 and 1935 the premiums put into
annuities increased fivefold, even though it was a period of sharply reduced con-
sumer income and consumer spending. The trend was still further accelerated
after 1935, when the adoption of the Social Security Act with its “security floor’”
enabled many worker families to add, through their own purchase of annuities,
generous increments to the security provided. This movement toward retirement
planning was materially aided by the wide-scale development by the life insurance
companies of plans for group annuities. These plans, which established ‘annuity
purchases through employer-employee cooperation, with paid-up increments
added for each year of employment, enjoyed a 13-fold increase between 1935 and
1953. At the beginning of 1954 some 3 million persons were covered by group
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annuities with about $1,000 million of future annual income already paid for—
and the amount is growing each year that these workers are employed.

The aggregate of all annuities in force is in the neighborhood of 5 million
today, and the annual income for the future retirement needs of those covered is
rapidly approaching the $2,000 million mark. Nearly $400 million is already:
being paid in annuities each year on some 900,000 policies. _— .

Annuities represent the backbone of the insured pension plans in the United
States, but some pension plans use individual life insurance policies, .especially.
retirement income policies, and some use special plans. Some of the annuities,
of course, are individual units and not a part of work-group pension plans. At
the end of 1953 some 15,730 employer or associated groups were making use
of insured pension plans covering 3,940,000 workers. These plans comprised
more than half of all private pension plans in force in the country. . : .
‘Accident and sickness insurance is. another form of protection issued by the
legal reserve life-insurance companies. It is written by them in large volume
today. Premiums for such policies total more than $2,000 million—more .than
one-sixth of all premiums received by the life insurance companies. Accident
and sickness insurance benefits paid by the life insurance companies are now
equal to more than one-fifth of all life insurance benefit payments.

The life insurance companies have issued accident and sickness policies for
many years, but during the past 25 years a new development has given real
impetus to the spread of such protection among the nation’s work force. Group
insurance principles were applied to the accident and sickness coverages in the
late 1930’s and early 1940’s. ~ As a result, the great bulk of United States workers:
how have some form of accident and sickness protection.

- For a picture of the effectiveness of these disability coverages, all such plans
must be taken into consideration—those of the life insurance companies and the
casualty insurance companies and independent plans. The last survey made by
the Health Insurance Council, representing all the organizations writing sickness:
and accident insurance, showed that 43,552,000 workers had hospitalization
coverage at the end of 1953; if one includes dependents who were also covered,
the total was 98,793,000 In addition, 35,527,000 of the workers were covered by
surgical expense insurance,.and 46,820,000 dependents brought the total enjoying:
such protection” to 82,347,000 Medical expense insurance covered 42,910,000
persons; about half of these were workers and half dependents. ’ ’

The total employed civilian work force in the United States at the end of 1953
was 60,680,000.14 It can be seen that more than two-thirds of all workers are
jnsured against hospitalization, and many have the additional coverages.

How widespread the use of employer-employee arrangements for group insur-
ance plans has become among urban workers is indicated in a recent survey made:
by the National Industrial Conference Board, which covered several hundred
business and industrial firms.’® This was a representative sampling: 8 percent
of the firms employed over 5,000 workers; 37 percent 1,000 to 5,000; and 55
percent under 1,000 workers. It was found that in 98 percent of the firms there
was a hospitalization benefit plan for employees, and in 87 percent these benefits
were also extended to dependents. Also 94 percent of the firms had a surgical
benefit plan, 90 percent had group life insurance and 4 percent had the new
catastrophe or major medical plan, which provides benefits for the larger expense-
jtems not covered by the basic plans. This latter is only a few years old, but it is
estimated that it already covers some 2 million persons. -

. During 1953 the aggregate of benefits paid under combined sickness and
accident insurance plans of all kinds was $2,500 million. Of this, $1,100 mijllion
was paid by life insurance companies alone; other insurance companies paid $315
million; Blue Cross and Medical Society plans paid $918 million; independent
plans paid $168 million.1® ) .

13 Health Insurance Council: The Extent of Voluntary Health Insurance Coverage in the United States
(as of December 31, 1953).

At end of 1954—
Workers covered by hospitaliZation. .- - .-« oac oo oo eeem e 44, 053, 000
Including dependents._....._..--_. _.- 101, 493, 000
Workers covered by surgical expense. . 36, 462, 000
Including dependents. ... ' 84, 890, 000
‘Workers covered by medical expense 21, 527, 000
Including dependents__.___...__- __- 47,248,000

1 . 8. Bureau of the Census. . —_—
15 National Industrial Conference Board: Management Record (November 1954).
16 Health Insurance Council: Annual Report on 1953 Business.
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INSURANCE AND THE CREATION OF EMPLOYMENT

The life. insurance companies make an important indirect contribution to
social security.in .the United States by creating'employment through the . invest-
ment of policyholder funds pending their ¢all for benefit payment. - These ‘life
insurance dollars become productive capital funds, which aid the whole economy
while they are held in trust for the benefit of the 93 million individual policy-
holders. At the beginning of 1954 thé. aggregate funds of the life -insurance
companies were in excess of $84,200 million, and such resources have come to be
an important source of capital funds. On the basis of the average capital required
to create and maintain a job in business and industry, the corporate securities
alone held by the life insurance companies now represent some 5 million jobs.
Life insurance assets continue to grow, even in lean business years, and they-
represent one of the most stable segments of the investment structure, The
increasing importance of these dollars in the supply of capital and the consequent;
creation of employment is of considerable value ini stabilizing the economy and its
income-producing base. ’

THE GOVERNMENT PROGRAM

The security provided and the benefits paid under the Social Security Act,
which was passed by Congress in 1935, have become an important part of the social
security of the country. Operating in two directions, the Government program
provides unemployment benefit through State plans, which receive grants from
the Federal Government; at the same time, in the worker families covered,
survivorship benefits are granted to widows and to children .of workers who die
before the children have attained the age of 18, and retirement benefits to werkers
and their spouses upon attainment of age: 65. The amount of insurance pro-
tection that would be necessary to provide equivalent benefits has been estimated
to be equal to more insurance than the aggregate in force with all life insurance
companies in the country.

Under the Social Security Act the old-age and survivorship provisions are
financed on a gradually rising tax plan, with a reserve for safety and fluctuation;
it was conceived as a mere sustenance program, giving a security floor below
which no person covered by it would be allowed to fall. This legislation was an
adaptation of the principles of insurance and was originally inspired by those who
were thoroughly convinced of the value of insurance to the social security of the

eople. ’

P FI())r some years before the Government plan was set up efforts were made to
develop some such program through the established insurance companies. Some
of the largest companies sent executives to various countries all over the world to
study needs and current practices. No formula could be found, however, by which
private insurance companies could underwrite the unemployment risk. ~At the
same time it was obvious that private insurance could not provide the mass old-
age security guaranty without decrease or interruption through periods of extreme
unemployment or very low income; it would be necessary to grant to some persons
almost gratuitous benefits: To establish the-guaranty for later years for all persons.
appeared to leave no alternative to compulsory coverage through the place of
employment, with the cost of the plan set as a tax on worker, and employer.
Life insurance actuaries were called upon to sadvise the Government when it drew
up the initial program and have been consulted by the Government since then;

What the Social Security Act provides in the way of old-age and survivors’
benefits may be seen by citing the case of a worker aged 35, earning
$4,000 annually, with a wife also aged 35 and 3 children aged 10, 8 and, 3. Should.
he die this year, the survivorship benefits to his family over the years could come
to nearly $44,000; if both husband and wife live to age 65, their old-age benefits,
under normal expectancy, would represent a total value of about $20,000. .

The survivorship benefits under the Social Security Act have been estimated to
represnt the equivalent of about. $350 billion of insurance. o

This Government program is already paying out several thousand millions of
dollars annually. During the fiscal year ending June 30, 1954, total old-age and
survivorship benefits were $3,275 million !7; 6,469,000 persons were receiving
monthly payments, and 540,000 lump-sum death payments were made. At

b 17 Social Security Bulletin (U. S. Department of Health, Education, and Welfare), vol. 17, No. 9, Septem-
er 1954.
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the beginning of 1954 some 48 million of the 63 million persons in the work force
were covered by the Social Security Act—nearly 91 million persons had some
wage_credits_established ; and 9-10 million more workers were brought under the
provisions of the act during the year.

The proportions of the unemployment coverage may be seen by the figures
from the report for the same fiscal year, which show that $1,588.8 million were
paid in unemployment benefit from the State plans. These payments covered
67.5 million weeks of unemployment for some 6.2 million workers, who averaged
11.weeks of benefit payment, at an average of $24.45 weeklv. The stabilizing
effect of these payments is indicated by the fact that 6.2 million workers received
benefits, while the maximum unemployment reported during the year was
3,725,000. The payments under most State plans amount to one-half of the
current taxable wages, up to a maximum of $30 in weekly benefits, and continue
for & maximum of 26 weeks. In some 11 States additional allowances are made
for children, commonly $3 weekly per child. Thus it is not uncommon for a
worker with an average family, earning $60 or more weekly, to receive $45 weekly
unemployment benefit, for 26 weeks. This insurance-inspired program has been
an important element in stabilizing employment, as it has helped to minimize the
progressive increase of unemployment through the complete collapse of the
finances of unemployed families.

Other factors besides the contributions of life insurance and the insurance-
inspired Government programs have entered into the enhanced social-security
picture. The rise in income levels, which has outpaced the increase in living
costs, has meant that an increasing portion of family income has become available
for items other than the basic needs for food, lodging, and clothing. This has
probably been reflected more in the United States and Canada than elsewhere.
A recent study of the United Nations showed that in the United States 30.6
percent of incomes were available for such expenditure, in Canada 28.5 percent,
and in other countries from 19 to 24 percent (see table V). It is this margin
sabove the necessities of life that permits a rise in the standard of living and the -
building of a secure future.

TasLe V.—Distribution of personal consumption expenditures in 8 countries in 1952

[Percentages]
Country Food! | Shelter Clothing | All other
35.6 23.5 + 10.3 30.6
47.6 18.9 9.7 23.8
34.4 24. 4 12.7 28.5
41.1 23.4 15.6 19.9
38.8 19.4 19.0 22.8
49.1 20.3 15.8 14.8
40. 4 28.8 11.7 19.1
56. 6 10.0 10.7 22.7

* 1 Includes tqi)acoo and alcoholic beverages.
- 31951 figures.

-Source: United Nations.

United States workers have made good use of their higher incomes by planning
for the future. This has been evident in the great increase in life insurance,
annuities, pension plans, and other elements of security. They have also in-
creased their savings. This has been especially evident in ‘the years since the
end of the Second World War, when many war shortages were being made up
and goods that had not been available to the consumer were reappearing. With
larger incomes and larger spending margins, families might well have gone on a
buying spree and completely overlooked new savings. the contrary, savings
rose to the greatest level ever known. The aggregate of bank savings deposits,
postal savings, balances in savings and loan associations, life-insurance policy
equities, and savings bonds held by individuals was estimated at $213,491 million
in mid-1954 (4% times the 1929 total) (see table VI). The average per family
rose from $1,200 in 1929 to $4,000 in 1954. - :
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TaBLE VI.—Lo’ngJerm savings of United States Jamilies

-“[Millions of dollars)
. Life-in-
.Bank Savings - -
: Postal Savings | surance Per
Year savings : and loan AT Total
) £ savings bonds - | - policy family
deposits balanpes ~,'{ equities
27,962 168 6,237 | ... ___ 12,801 47,169 1, 200
20, 485 1, 229 4,750 | . - 14,613 41,077 1, 000
26,013 1,392 4, 682 5,400 26, 592 64, 079 1, 400
52,438 3,523 9, 753 46, 200 43820 | 155,734 3, 200
66, 346 2, 466 22,823 49, 300 65,150 | 206, 085 3,900
69, 005 2,357 5 49, 600 67,400 | 213,491 4, 000

1'As of June 30,
: Source: Home Loan Bank Board.

The equities acquired in homes should be added to these savings to give a
‘more complete picture of the financial strength of families in the United States.
"The median value of homes has grown from less than $5,000 in 1930 to nearly
$7,500 in-1950."8 The current value of homes is such that the net equity of
‘homeowners is probably in the neighborhood of a quarter of a million million
«dollars—which would be more than $4,000 per family; and over half of these
‘homes are owner occupied.

FUTURE DEVELOPMENTS

Life insurance has not reached the zenith of its contribution to social security.
Tts social and economic benefits have grown over the years and will continue to
grow. The constant adaptation of life insurance practices, policy plans, and
rating procedures to the continuous changes in social and economie life is being
" .accelerated today, just as the whole pace of living is increasing. No one can say
with any certainty today what the future will bring, but certain ideas now under
consideration may make important contributions to the security picture of the
future. - . C ' s :

One of these is the “variable annuity’’ plan. By a special act of the New York
State Legislature in 1952, an experimental operation in the field of variable
annuity ‘was permitted for alifé ihsarance conipany specializing in life insurance
for college teachers. The objective was to create an annuity in which part of the
funds go into equity shares, the dividends being used for reinvestment, Payment
would eventually be made on the basis of the market value and reinvested divi-
dends -of common stocks for the variable partof the:contraet; the nonvariable
part_would be a fixed dollar plan. This College Retirement Equities Fund
(CREF) now has some $8 million of assets, held for 16,000 college teachers. The
experiment is being watched with keen interest. Some- other experiments are
also under way, in some cases using group annuities and pension trusts to achieve
4 similar résult. ;.

Life insurance companies génerally have been reluctant to enter this field.
Up to now.their operations have been-confined entirely ‘to fixed 'dollar contracts,
"There is a feeling on the part of many insurance executives that policyholders
would react unfavorably if deflation caused a fall in the value of their holdings.
‘The national economy has had the longest sustained period of prosperity, free
from marked deflation, in history. Many heads of families have never faced a
depression. The public reaction to the consequences of serious deflation, even
though the risks had been carefully explained at the time of purchase of such a
variable annuity, might be severe. ~ Some predict, however, that once the variable
annuity experiments have made their trial runs this will be one of the great new
developments of the future. )

Another matter that has been raised is the carrying of insurance equities from
one job to another. However, under the majority of the insurance plans asso-
ciated with employment, this is not as great a problem as some believe. Group
life insurance is usually on a term basis and carries no individual equities; hence,
when a worker moves from one job to another, he merely moves out of one group
into another. Group sickness and accident insurance is similarly an annual cov=
erage and develops no equities. Group annuities in most cases consist of annual
increments of paid-up coverage, bought and paid for through the employer.
Thus, when a worker leaves a group, he carries with him his full equities, paid
for up to date (provided, of course, he has been on the job long enough to vest his
equities). If the new job does not offer a group annuity, the worker cannot, of

8 . 8. Department of Commerce: United States Census of Housing, 1950,
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course, continue to expand the future retirement income, but with the growing
number of firms offering pension plans, this problem is diminishing. -

It is probable that the cost per $1,000 of life insurance protection will continue
to decline in the future as it has in recent years. In the early part of the past 25
years there was a rise in the net cost per $1,000 for life insurance. This was due,
however, to the sharply declining earning rate on invested life insurance reserves.
The earning rate (after income tax) declined from 5.05 percent in 1929 to a low of
2.88 percent in 1947. Since 194%, however, the earning rate has risen and in 1954
was estimated to be 3.23 percent. During the past 25 years, moreover, the death
rate among policyholders has declined sharply. In 1929 it was estimated to be
9 per 1,000; the estimate for 1954 is in the neighborhood of 6.3 per 1,000. The
dollar saving from reduced death claim rates was an important offset to the declin-
ing interest rates earned on investments. There is no reason to believe that the
death rate will not continue to decline and, with investment yields improved or
stabilized, this should mean a continued lowering of policy costs. '

An important factor in the lower average annual premium outlay by policy-
holders per $1,000 of life insurance protection in recent years has been the material
change in the types of policy bought—and also the average age at purchase.
With the advent of group life insurance, largely on the term bagis, and speecial
combination policies like the family income plan, involving a large volume of term
insurance, the average outlay per $1,000 of protection has dropped considerably.
At the same time the purchase of life insurance by millions of youths in the past
decade or two has given a much lower average annual cost for many policyholders.

Life insurance companies and their agents are constantly on the alert for new
features and improved procedures for extending more widely this basic type of
protection. The advances made by life insurance in the past quarter century
may be traceable in large part to these efforts. Such efforts will continue. in
the futurs, probably stimulatnd to an even greater degree by the increased com-
petition for the consumer’s dollar, both within businesses and between businesses.
Each change, each new idea, opens up whole new areas of interest for the buyer
and results in increased volume of business. It has recently been estimated that
$1 million million of life insurance may be expected to be in foree in the United
States within 15 or 20 years, on the basis of the growth of such protection over
the past 50 years. Should that be accomplished, with an anticipated popula-
tion of around 200 million by 1975, the average life insurance per head of pop-
ulation would probably be $5,000, compared with a present $2,100—which
would probably mean an average per family in 1975 of about $15,000, compared
with the present $6,400.

The other coverages and services provided by the insurance companies on
behalf of the social security of the Nation will certainly continue to grow. The
rapid pace of expansion of recent years in certain areas may not be maintained
in the future, but even a slower rate of growth will see family financial security
greatly widened in the years ahead.

The strides made in the past 25 years may be more clearly seen by a detailed
comparison of some of the security facilities available to a typical worker in
1929 with those available in 1954. Table VII does not present an average and
is not symbolic of all workers, but it shows the situation of some millions of
workers.

TasLe VIL—The financial protection of a typical Uniled States worker’s family
against the hazards of death, unemployment, sickness, accident, or retirement,
1929 and 1954

Type of protection 1929 1954
Life INSUranCe . - oo cccccmmmmmcccccmammame e $3,000 | $8,000.
Annuity or pension None | $100 monthly.
Sickness and accident insurance. .. —...---------- None | Hospitalization, surgical benefit, and medieal
expense benefit for self and family.
Workmen'’s compensation for occupational in- Yes | Yes.

jury.
Unemployment benefit...... ... Up to $200 monthly.
Social security survivorship benefits Up to $200 monthly while child is dependent.
Reti;ement benefit under Social Security Act for [ None | Up to $162.80 monthly.

self and wife.

Home equity oo oo oo mm oo e e 2,000 | $4,000.

Savings for emergency.«covvavemamamnzaemom--n 1, 200 | $4,000.

Balance of annual income above food, shelter, 500 { $1,300.
clothing.

1 Potential Economic Growth of the United States During the Next Decade, report for the Joint Com-
mittee on the Economic Report, 1954.

69848 —55 9
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As may be seen, a large share of the improved family financial security of the
worker—and the social security of the Nation as a whole—has stemmed from the
contributions of private life insurance companies or Government programs
inspired by life insurance. The progress to date is an excellent illustration of
what voluntary effort, in’ conjunction with Government effort in situations that
cannot be met by private business, can do in developing greater security for the
masses of the people. This is a continuous, never-ending, operation which holds
promise of still greater social security for the next generation. The weight of
one of the country’s most effective sales organizations, thoroughly aware that
even the present improved level of security is not sufficient, insures that there
will be no slackening in the development of new facilities or the expanded use of
the old.

Senator SPARKMAN. Before we get too far away from this $700
billion

Mr. Honavus. May I ask you, Senator, don’t ask me to mentally
divide, multiply, or add. .

Senator SPARKMAN. You may be prepared to answer this question
which stirs my curiosity. Let me say that we are very pleased to
have Congressman Bolling with us this afternoon, by the way. He
wasn’t here this morning to hear the discussion of $700 billion.

I was just wondering; I appreciate the statement that you make.
In other words, breaking it down by family units, it represents about
$13,000 per family unit.

Mr. Horaus. Yes, sir; there are about. 53 million family units,
according to Bureau of Census reports.

Senator SPARKMAN. That is a pretty good division you so quickly
made. , . . '
-.Mrt Horavs. I didn’t make it. It is in the article.

“Senator SPaRKMAN. Perhaps you can answer this: What percentage
of our people are covered by that? Of course, the figure you give is an
average figure, but what percentage of our people share in this protec-
tien of $700 billion? ‘

Mr. Honaus. About half of it is the benefits under QASI.

Senator SPARKMAN. I realize half of the total represents private
insurance and pensions, and so forth, and the other half the Govern-
ment plans, but the point I am trying to make is, of the 165 inillion
Americans, what percent of them share one way or the other?

* Miss SnypEer. Isn’t there double coverage in that total? .
__Senator SPARKMAN. A great many people would have neither.
That is what I am trying to get at.

Mr. Simpson. They need it the most, perhaps. :

Senator SPARKMAN. That is exactly the point. Sometimes we are
likely to be carried away by these figures that show up so well, the
average, as we were this morning under Mr. Folsom’s testimony,
when he told how we had been progressing.” Yet if you look at that
group that is making under a thousand dollars, it has remained
stationary, as measured by 1948 dollars.

Mr. Hounaus. I have the figures for my own company, the Metro-
politan. We have .insured, eliminating duplication, persons only
counted once, about 35 million péople. -

Senator SPArRKkMAN. How many would you say are insured through-
out the United States? - . ' - ‘

Mr. Homavs. If you will allow me to answer your question. later,
I have a book here which I think gives us the figure. _

Senator SPARKMAN. If you might do that it will throw light on it.

Mr. Honaus. I will have to dig-in my briefcase, » -

C
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Senator SPARKMAN. It might throw more light on it. o

It was an interesting figure that was introduced into the hearings
this morning. . I might say for Congressman Bolling, ‘who wasn’t
here, although you may have understood from what has been said,
that the dollar value of insurance policies and plans, plus social
security and other Government benefits, accruing to the American
people today, have a face value of $700 billion. o

Mr. Hormavus. I think I am prepared to answer your question.
This is from the Fact Book published by the Institute of Life
Insurance.

At the end of 1953, 4 out of 5 of all families, 80 percent, owned
some kind of life insurance according to a survey of consumer finances
conducted for the Federal Reserve Board by the survey research
center of the University of Michigan. Of the 340 or 350 billion
dollars of private life insurance, about a hundred billion dollars is group
insurance under which employees of corporations and other employers,
including the members of this committee insured under the Federal
group life plan, are covered. That coverage usually runs from a
year’s salary, as under the Federal plan, to about a year and a half
or 2 years’ salary. There is an increasingly growing amount.

Senator SparkMAN. It is all interesting. I suppose there is no
way of reaching it, but I am looking at that left-hand column still,
of people under a thousand dollars income.

Mzr. Honaus. The table in page 15 of this Fact Book shows that for
income under a thousand dollars, the percent of families insured is
47 percent. )

Senator SPARKMAN. We are getting closer and closer to it.

Now, one other question: Do you know in what sections of the
country

Mr. CruiksHANK. Is that life insurance?

Mr. Homaus. That is life insurance.

Senator SpPaArRkMAN. I started to say this: Down in my section of
the country a great deal of life insurance—and this would particularly
apply to that lower-income bracket—is the industrial insurance that.
you mentioned; the nickel and dime a week that the policyman:
collects. .

Mr. Houaus. I think you will find in your part of the country
like in my part of the country that the insurance we are referring to,
weekly premium, will to a large extent be on the spouse and the
children. The head of the family should carry the major part of the
insurance. We keep stressing that the first person to insure in the
family should be the head of the family and he should be adequately
insured, then smaller amounts for others in the family. I think you
will find in many families in. your part.of the country that the head
of the family will have ordinary insurance and group insurance,
both of which are usually for much higher amounts than under weekly
premium industrial insurance. ’

Senator SPARKMAN. I might be able to give you a pretty good
exhibit. I have a tenant on a little farm that I own.. He and his
wife have 12 children—the thirteenth one may have come since I
left home a few days ago. Once & year I pay the premium for them.
I have somewhere in my files how much it amounts to for each one.
Of course, what you say is true, the chances are that the head of
the family does not have more than a thousand dollars, if that much,
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and you get on down so that the children will have probably a couple
of hundred each, or something like that.

Mr. Honaus. I personally :
. Senator SparkMaN. I think that is more or less typical of that type
of family. :

Mr. Homavs. I personally have never maintained that was ade-
quate insurance. . -

Senator SPARKMAN. I am not arguing it is adequate. - The point I
am trying to make is that we might allow ourselves to overlook the
fact, in talking about this coverage of $700 billion, that many, many
g{l lt{he lower income groups are not adequately protected by that $700
billion.

Let Miss Snyder call attention to something here.

Miss Sxypgr. In the staff report on page 36 we have some figures
taken from the Bureau of Labor Statistics’ 1950 Survey of Consumer
Expenditures. There is a separate item for average family expendi-
tures on insurance. That is personal insurance. It shows that on
the average, families and single individuals with incomes under a
thousand dollars spent $12 per year on insurance.

Mr. Houaus. This table shows $70.

Senator SPARKMAN. Are you looking at page 36 of our staff report?
At the under-a-thousand-dollar group?

Mr. Homaus. That is right.

Senator SparRkman. This is 19517

Miss Sxyper. The BLS data relate to 1950.

Scnator SPARKMAN. What is your date, Mr. Hohaus?

Mr. Honaus. This is 1953. N

Miss SNyDpER. The BLS figures are just for urban families, too.

Senator SPARKMAN. Perhaps we can reconcile that.

You wanted to add something? ,

Mr. Horaus. I wanted to make a comment off the record.

(Discussion off the record.) E

(The following was subsequently received for the record:)

MgertropoLiTAN LiFE INsurance Co.,
New York, N. Y., November 23, 1955,

Miss ELEANOR SNYDER,
Staff Economzst,
Senate Office Building, Washington, D. C. .

Dear Miss SnypEr: Enclosed is a self-explanatory memorandum from our
economist which gives an explanation for most of the apparent discrepancy in
the $12 figure reported for a specific item in your staff’s report and the $70 figure
for a similar item in the 1955 life insurance fact book.

Sincerely, :
: R. A. Honavus,
Vice President and Chief Actuary.

To: Mr. R. A. Hohaus, vice president and chief actuary.
"From: W. A. Berridge, economist.

Subject: Discrepancy between average premium payments by low-income families,
United States Bureau of Labor Statistics survey of consumer expenditures and
Institute of Life Insurance life insurance ownership survey. .
Families with incomes of less than $1,000 are shown as paying $12 ‘“‘Expenditure

- for insurance,” on page 36 of “Characteristics of the low-income population, 1955,”

quoting from United States Bureau of Labor Statistics survey of consumer ex-
* penditures in 1950. They are shown as paying $70 “Average premium payment,”
- on page 15 of 1955 life insurance fact book, quoting from page 7 of the 1954 life
i insurance ownership among American families, special tabulations prepared for
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the Institute of Life Insurance by the University of Michigan survey research
center from the 1953 survey of consumer finances. o

Although we cannot explain away the entire discrepaney, we can account for
a very large proportion of it as follows:

1. Fact Book figure ($70) is for 1953. The corresponding 1950 Fact Book
figure is $55.

9. Fact Book refers to only insured family units; Bureau of Labor Statistics
is not thus limited. Thus, if for 1950 we apply the $55 to the 43 percent
insured in that income bracket, we would come down to a figure of $24 as
the average premium payment for all family-spending units, noninsured as
well as insured.

3. The Bureau of Labor Statistics refers to urban units only, while the,
consumer survey purports to sample the entire country. The smaller city
areas show larger than average payments, the small towns and open country
substantially less than the average, and the larger cities about the same as
the average. This could be a factor in accounting for a part of the
discrepancy.

4. Both surveys are based upon samples, hence are subject to their own
sampling errors as well as errors common to both, such as reporting errors,
errors due to nonresponse and so on. ; )

Thus, what started out as $58 discrepancy, is cut by 815 if we correct the date,
and cut by $31 if we include noninsureds as well as insureds, leaving $12 not
specifically accounted for.

WAB.

" NoveMmBER 23, 1955.

Senator SparkMaN. All right, Mr. Johnson. :

By the way, I failed to say a while ago in presenting Mr. Johnson,
that he has tussled with this problem in the State legislature. Heis a
member of the Legislature of the State of Colorado.

STATEMENT OF BYRON L. JOHNSON, PROFESSOR OF ECONOMICS,
UNIVERSITY OF DENVER

Mr. Jounson. Thank you, Senator.

* 1 am not sure in which capacity I speak here, but I will proceed
anyway.

1 think that Congress has underwritten, to the extent that it has, a
minimum standard of income security, not only in recognition of the
proposition ‘that every many ought to have his necessities of life
provided, but that we can afford to guarantee that provision in the
United States. Or, put it another way, we guarantee the income
security of the low-income person, not only out of our love for our
fellow man but out of the recognition that for society as a whole to be
strong each part of it must be strong. Some of these whom we
strengthen through social security may uuntimately contribute im-
mensely to the'welfare of all the others, and it is against-that kind of.
philosophy, it seems to me, that we ought to be examining the unmet
needs in the social-security program. .

In my own teaching in this field, and thinking in the field, I have
found it very helpful to examine in turn the aspects of coverage,
eligibility, benefits, financing, and administration, and, in my paper
prepared for this study I have used this approach successively on
OASI, unemployment compensation, and the public assistances.

(The statement of Mr. Johnson is as follows:)

IncoME SEcURITY THROUGH SOCIAL SECURITY
Byron L. Johnson, associate professor of economics, University of Denver

The Joint Committee on the Economic Report, through its Subcommitﬁee on
Low-Income Families, has undertaken a long-overdue review of the needs unmet
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by current social insurance and government welfare programs, looking for answers.

This paper will attempt a summary review of some of these unmet needs, and
suggest the kinds of changes in the social-security programs, broadly defined, that
would improve their total effect upon low-income families.

THE LOGIC OF INCOME SECURITY

Congress has underwritten a minimum standard of income security, it seems
to me, in recognition of the proposition that every man ought to have his necessities
of life provided, and that we can afford to guarantee that provision. We do this
not only out of our love for our fellow man, but out of the recognition that for
society as a whole to be strong, each part of it must be strong. Some of those
we strengthen through social security may ultimately contribute immensely to
the welfare of all the others.

The actual level of income security will always be a product of the culture and
the times, and subject to local interpretation—but generally, we are agreed that
a minimum standard of health and decency ought to be provided, although this
is an elastic yardstick,

The Federal interest in such a guaranty grows out of these considerations, among
others: Every citizen is a Federal citizen first; the welfare of every part of the
Union is dependent upon the welfare of every other part; our citizens are of right,
and need to be, mobile; the need of an area is not correlated with its ability to meet
that need, except, perhaps, inversely; administrative considerations strongly sup-
port a single, national system of retirement and survivors insurance; strong State-
local programs of public assistance co1ld only be created through Federal aid;
and all but one of the several States refused to enact unemployment compensation
programs until given Federal “encouragement.”

The decision as to the level of income security to be provided by each program
is essentially a political question, in keeping with ‘‘the commonsense of the com-
munity.” OASI formulas have responded to changing conditions, and have some
built-in adjustments. It offers the worker an inducement of higher benefits for
better performance. The Federal interest is to make possible and likely an ade-
quate minimum provision for income security, while leaving room for personal
and local responsibility. :

STRENGTHENING OLD-AGE AND SURVIVORS INSURANCE

Although old-age and survivors insurance is the keystone in the arch of govern-
mental income security, it still exempts and excludes millions of workers. Many
of these persons look to other limited retirement systems as substitutes ; they do
50 in error. For the limited retirement systems provide security at the expense of
freedom. The worker, in most cases, can protect his security only by giving up
his freedom to move out of the range of the limited protection these systems afford.
Only through old-age and survivors insurance can a worker maintain his freedom
of job mobility without loss of security.

OASI coverage

Every job ought to look to OASI for basic protection, including governmental
civilian and military and uniformed services. That greater proteetion than this
affords may be sound employment policy is not the issue. Such added protection
should come from supplemental plans, not from competitive plans. I have
previously suggested ! that OASI offer, in addition to its standard program, a
program of voluntary supplementary group annuities to employers or employee
groups who wished to supplement their benefits with further sums purchased on
a straight actuarial basis.

I would revise the proposal now only to separate the problem into three stages.
The Government could surely complete the integration of its own civil-service
and military-service pension programs with OASI on such & basis. It could
also complete the integration of railroad retirement and OASI so that in each of
these. integrations, the covered personnel would draw first an OASI benefit, and
then a supplemental benefit actuarially computed, so that the two totaled as
much as is now guaranteed. The total cost would surely be less than the cost of
the many separate programs now. :

After completing the integration of the Federal programs, a similar package
could be offered to the public school employees, to the police and firemen, and to
other State and local employees. When this had been successfully consummated,

! Testimony before Senate Finance Committee hearings on the 1950 amendments to the Social Security
Act; and subsequent letters to members of the committee, '
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it-would be time enough to offer such supplemental annuities on a group basis to
private employers. Many millions of workers are in for disillusionment in the
years ahead as they find that their rights in their company and union plans are
‘not vested at all; and many others will have their rights vested only after long
periods of service.

The proposals I have cutlined would restore the freedom and mobility of the
workers covered by such plans, yet provide full, immediate, and automatic vesting
of all contributions and cumulation of all rights earned in any employment
covered by such a supplemental plan. It would cost less to administer, and
result in greater equity.

The only other significant exclusions from coverage ought to be dropped, so that
we have a truly universal OASI program covering every occupation from profes-
sional private practice physicians and lawyers to migratory farm hands. Our
Colorado farmers, incidentally find the present $100 wage payment to a migratory
worker before coverage hard to administer. They want to take out his taxes
from the first dollar of wages, and report it as any other employer would. As
it stands now, the treatment of domestics and migrant laborers still serves to cut
the benefit rights of some of the low-income workers most in need of the protection.
Eligibility for OASI benefits

The most important change needed here is to qualify those disabled for 6 months
or longer for primary benefits immediately (and not simply “freeze’” their sub-
sequent, benefit rights), and also to make their dependents eligible if the disabled
worker had been regularly contributing one-half or more of their support at the
time of the disability. .

Permitting women, including wives and widows as well as primary workers,
to qualify at age 62 would face the facts of life more clearly—that most men are
married to women who average 3 years younger than themselves. As it
stands now, one reason for a maa to postpone retirement is to await the age when
his wife will also qualify.

Parents are discriminated against as dependents—they can qualify ooly if
there are no other dependents. Surely they should be counted as dependents,
on some reasonable basis, regardless of the marital status of the retired or deceased
worker.

The physiecally or mentally disabled survivor or a deceased worker, and the
physically or mentally disabled child of a retired worker, ought to qualify regard-
less of age, in simple recognition of parental responsibilities in these cases.

OAST benefits

Unless the amount of covered wages is raised to an amount consistent with the
range of the original law (and $6,000 today is little more than $3,000 was in 1935),
the benefits formula moves toward a flat (though ceiling) amount. Forty-four
percent of the men awarded benefits in 1954 on current earnings got the maximum.
With coverage of $6,000 a year, it would be necessary to remove the arbitrary $200
limit on benefits based on one account. That limit now affects more than half of
all widows having two or more children. Only 80 percent-of-average-monthly-
wages ceiling appears fully defensible.

For workers who postpone retirement after the age 65, some incentive and
reward ought to be provided. The cost of the program is reduced by such action,
and a 5-percent increment in monthly benefits for each year of postponement
would cost less than the amount saved by each vear’s delay.

The work clause is much improved by the new law, but I would prefer an
incentive budgeting approach to these earnings. For example, if the worker has
earned more than $1,200 in a year while drawing benefits, I suggest that we take
from his subsequent checks one-half of the amount earned thereafter, so that he
loses a full check only if his earnings are double his benefit amount, rather than
have the whole amount turn upon the few cents beyond the monthly allowable
sum, at that point, of $80.

Each of these benefit changes would in fact reduce the program’s cost, as a
percentage of covered payrolls, perhaps more than enough to offset the increased
costs of the changes in eligibility suggested above.

BEHABILITATING THE DISABLED

The income security for those with extended disability can properly be added
to OASI benefit schedules. But this does not assure their rehabilitation. Yet
restoration of such persons to useful places in the community is even more impor-
tant than underwriting their income security during a long period of disability.
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Medical treatment-and the provision of prosthetic appliances, and even the
cost of retraining, can be paid out of insurarce funds advantageously so as to
reduce the time during which a disabled person requires income support. These
costs of rehabilitation ought.therefore also to come from the trust fund. The
fund would of course provide income assurance during the period of transition
to self-support. It could pay for any special continuing costs (glasses, batteries,
appliances, etc.) needed to make the rehabilitation a continuing success in a given
case.

The accumulation of safety experience through such a program would ulti-
mately justify agency contributions to safety education in the areas of greatest
need, as measured in- this way. - -

Administration and financing

By ‘broadening the eligibility for rehabilitation benefits under a new OASI
program, the need for separate Federal grants for this program would be all but
eliminated. However, attention should be given to the need to place the adminis-
tration of this program in the hands of those who have demonstrated a real talent
and zeal for the cause.

Every major medical center ought to have a rchabilitation center for the physical
and mental therapy, as well as the retraining. Veterans’ Administration facilities
should be made available, as fully as possible, because of their excellent record of
suecessful experience with such problems. Both public and private educational
facilities should be called upon to help in the retraining, on a tuition or contract
basis, with payments coming out of the trust fund.

The present program falls far behind the annual increase in the caseloads.
The cost to society of caring for the disabled workers and their families, as well as
in production lost from their nonparticipation, must run well over $3,000 per
man per year; and this cannot count the psychic costs upon the man and his
family. We can well afford a generous program that will shorten the time period
between the disability and the restoration to useful participation in the life of the
community. . ’

-The cost of the program proposed herein would be little, if any, more than the
costs now hidden in a variety of places (OVR grants, APTD grants, workmen’s
compensation insurance, and private insurance policies’.

The chances are that present tax rates, particularly if a higher wage base were
taxed, would easily absorb all of these outlays. But if they failed, it may be
necessary to accelerate the tax rate changes. However, the cutback in APTD
and OVR grants would offset this largely, if not fully., The present grant-in-aid
programs are tempted to work only with the easy cases, to make a good statistical
record. They tend to neglect the tough cases.

No single change in social security programs could be as significant as this one.
‘A real zeal for the task of helping disabled people to be returned to socially useful
lives is needed. The present programs are still not enough. They need a further
stimulus, and I believe that this would pro--ide it, particularly if all the present
programs were integrated within a Disability and Rehabilitation Section of the
Bureau of Old Age and Survivors Insurance, charged with this responsibility.

INSURING THE UNEMPLOYED
Coverage

Although OASI coverage has been greatly increased since the original 1935 act,
the coverage required of the several States by titles III and IX has not been simi-
larly revised. Surely Unemployment Compensation ought to be extended to all
employed persons—the old exemptions and exclusions no longer seem necessary
or desirable.

Coverage of the self-employed might well be studied, looking toward the possi-
bility of employing the kind of protection offered the self-employed GI under the
bill of rights as a model for income support for all self-employed. Perhapsa
national (rather than Federal-State) program could be offered, particularly for
self-employed farmers, to underwrite their income.

Eligibility

The recommendations of the Advisory Council appointed by the Senate Finance
Committee in 1948 are still sound advice, in proposing that disqualifications should
be limited to postponement of benefits for no longer than 6 weeks, except in case
of fraud. The Federal law could wipe out the presént cancellation and reduction
of benefits that is now widely applied. At least part of the general assistance load
grows out of these disqualifications.
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Those workers paid on.a time-worked basis, who are cut off from income by
reason of temporary disability ought to become eligible for benefits, as they are
now in at least four States (Rhode Island, New York, New Jersey, and California).
The Federal Act could require their inclusion in order for State plans to qualify
after, say, July 1, 1960.

Benefils

Just as OASI needs to be up-dated to the effects of inflation, so also does un-
employment compensation. In other words, $6,000 ought to be covered in
wages, and the benefit ceiling should be removed. A worker ought to be en-
titled to a weekly benefit amount of one-twentyfifth of his high quarter wages, or
equal to 1 percent of his annual wage rate, plus an allowance for dependents.
This allowance might take the form of either a 10 percent increase in the weekly
benefit amount for each dependent, or perhaps simply a flat $3 per dependent.
Such dependents benefits do not add greatly to cost, because a disproportionately
large part of all benefits go to single workers. They will help, however, to deal
with cases of real need among low-income workers, and reduce burdens upon
public assistance. : '
Joint financing
.. The Advisory Council recommendation that employees share with employers
equally in paying the-State taxes would clearly have the merit of giving the em-
plovees a greater interest in benefits and in administration. Each State might
adopt a standard rate suited to its overall needs, and through experience rating
add 50 percent for firms with favorable experience. A But there needs to be some
limit to the range of costs as between firms, and sothe recognition that the whole
economy may properly be taxed to underwrite the incomes 6f unemployed work-
ers. The present zero rates available to firms lead to challenging of the worker’s
right to benefits in order to protect the employer’s “‘experience.”’ :
Administration o . .

The whole economy gains from wise and sound placement of workers. Every
worker gains from being placed in that job making the highest and best use of his
talents. If the Federal aid for the employment services could develop perform-
ance standards geared to the effectiveness of the placements, and not simply use
referrals and placements as ways of getting an unemployed person a job—too
often getting him any job—the whole economy would gain. Total outlays are
not the only, nor the-best, measure of the cost of a program. S

MODERNIZING PUBLIC ASSISTANCE

The recent revisions of OASI are helping to shrink the significance of the old
age assistance program, at least in terms of recipient rates. The proposals
above for adding disability benefits would do a hetter job for the disabled than
aid to the (so-called) permanently and totally disabled can do. Hence it is an
appropriate time to review the whole public-assistance program.

The categorical approach is long out of date in social theory, though not
banished from law. However, we have reason to believe that the failure of Federal
aid to include general assistance for needy persons between 18 and 65 tends to
distort not only the programs, but family patterns. A poor working father,
whose income is inadequate for a large family, finds in some jurisdictions that
if he were ‘“‘continually absent from the home,’” his family would then qualify
for ADC. As a result, he may be tempted to desert, although desertion may be
for the daylight hours only; but it may lead to permanent desertion.

The wisdom of ADC aid for illegitimate children and their mothers is ques-
tioned when it appears to stand in the way of marriage of the mother to the
natural father. When the program appears to subsidize women of easy virtue,
it is also criticized.

The time has come for a thoroughgoing review of the problem of preserving
strong family units, and such a study might examine the consequences not only
the easy divorce laws, but of easy marriage laws as well. The usefulness of pre-
marriage counseling, as well as of marital counseling, ought to be explored. The
availability of money aids and the emphasis upon money aids often obscures the
potentials of better counseling and related welfare services.

A unified public assistance program, as has long been recommended by the
American Public Welfare Association, and as is found in H. R. 2892 of the 81st
Congress, by Representative Doughton, of North Carolina, is clearly needed, in
place of the present hodgepodge of programs. Essentially, this would put all
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Federal aid to all needy persons on an equal basis, regardless of age, condition, or
marital status. Because no social-insurance program can meet all needs, or any
of certain kinds of need, some supplemental public-assistance program will always
be necessary. -

Even if any single State legislature wanted to correct. certain of these errors
itself, it could not do so within the framework of the present Federal law.

Eligibility and residence

Our mobile citizenry are often discriminated against by State residence laws,
permitted by the Federal law. The time has come to write & new reasonable
maximum waiting period to be used not only for public assistance, but for all
programs involving residence, if possible. For migrant and transient workers,
there should be a provision for waiver of any residence requirement otherwise in
use.

The States ought each to provide reciprocity, so that a State would process a
claim for an applicant who had less than 6 months’ residence, and refer it back to
the State of residence, if such State also used a 6 months’ period. But the State
should pay immediately upon proof of eligibility if such newcomer-applicant is
from a State which has abandoned residence requirements altogether (e. g.,
Rhode Island).

“Then, if a public-assistance recipient needed more, for any personal reason
attested by. the welfare director and a doctor, the State of initial residence would
carry the case for 6 months after departure, and certify the case to the State of
new residence. .

A Federal standard for benefits

The unified public-assistance statute might well specify a flat amount of
guarantied income that it would help support on a variable percentage matching
basis (see below) such as $60 per month per adult, and $30 per month per child,
These would be the ceilings on Federal aid, apart from vendor payments for
medical care, which might be approved up to an average of $6 per month per
case. This latter provision is clearly needed if more States are to do an adequate
job of protecting the health needs of recipients. At present, only one-third of
the States are making effective use of the vendor-payments provisions.

Some of the physically and mentally disabled will not be covered even under
the suggested extension of OASI discussed above. The unified public-assistance
program ought to provide these not only with income support as needed, but also
might pay on a contract basis for care, treatment, and training,

Child welfare services

The child welfare-services program ought to drop its last vestiges of bias toward
rural deficiencies, and become a uniform statewide program, urban as well as
rural. It might well become in name what it must be in fact, a family welfare-
services program, and then should be integrated fully into a unified public-
assistance program, paid for out of the same program. The work of the welfare
department properly extends to preventive counseling, foster care, juvenile work
on court as well as welfare cases. The needs of the child and of his family must
be eonsidered on their merits, not on the basis of limitations of funds to one or
another special programs. Details of State administration muss be fitted, of
course, into the State pattern of law and administrative structure., )

Benefits under a unified public-assistance program should be extended to include
as a routine matter the payment of foster care aid to families accepting children
on & placing-out basis, even if the family itself is not needy. OQur purpose is to
provide home care for the orphaned children not adopted outright, and to provide
home care rather than institutional care for those children who may not be adopt-
able, but who are capable of living in a normal home situation. Foster care might
even be used, at least experimentally for exceptional children including physically
and mentally handicapped who can be treated on an outpatient basis at special
schools or children’s hospitals, to cut out population in child-care institutions.

Incentive budgeting for assistance recipients

Every person on assistance who can earn any amount whatsoever, ought to be
encouraged to do so, not simply to reduce.the cost of the program, but also to
help him to preserve his own independence and self-reliance. Tf is a tragedy that
the law now seems to require that every such penny earned must be subtracted
from the amount of his grant, so that he.has no incentive to pick up even an
-occasional odd job. . : .

True, some local administrators have found ways around this, by increasing
the family or personal budget allowance in recognition of the extra cost of earn-
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ing the incoms, or some have reduced the-gross earnings to a net earning com-
putation by subtracting such cost as travel, clothing, meals out, and other personal
expenses arising from such activity.

1t would be simpler to provide that public-assistance agencies shall subtract
from the budget sum allowed the whole amount of unearned income and of other
regular transfer payments such as annuity benefits; that they should ignore small -
gifts and tokens of love and friendship; and then subtract one-half, rather than
the whole amount, of all earned income.

As it stands now, we are psychologically pauperizing assistance recipients,
We ought instead to encourage any signs of self-sufficiency. The old depression
fear that work done by an aged person was depriving some unemployed young
person of a job ought to be buried forever.

Equalization financing of public assisiance

Proposals for equalization techniques in financing grow of the recognition of
sharp differentials in income or tax base as between different local jurisdictions,
and as between States, which have tended to produce sharp differences in the
levels of performance of governmental services among such units.

“It is important to link the two facets of equalization, for equalization of
service levels in cooperatively financed programs, even minimum levels, cannot
in fact be achieved without giving substantial attention to equalization of the
burden of State and/or local support of the function aided * * ¥, All Federal
grants, taken together, will fail to achieve the purpose of attaining a national
Mminimuam unless sttention is also given to the burden that Federal aid often
plages upon the States.” 2

The inequities in program levels and in tax burdens of the present system has
led both the past and the present administration to recommend certain changes
in the method of allocation of grants-in-aid for public assistance. . Gearing the
percentage of Federal aid to the economic capacity of the individual States as
measured by per capita income would go far toward equalizing the tax burden
of a program that would achieve a uniform program in terms of per capita costs,
assuming uniform tax efforts.

Analysis of the data presented on page 6 of the September 1955 Social Security
Bulletin supports the proposition that the burden is actually heavier in the low-
income States. Hence the formula now recommended will help approach full
equalization but will not fully achieve it. ) }

The present public assistance aid formula loads the dice against. paying a
higher sum than that for which there is 80 percent Federal aid, in each of those
States in which the burden of sustaining public assistance is still relatively high.
Hence shifting to variable-grant-percentage formula for the entire payment
would at least give these States an equal opportunity to choose to pay more
nearly adequate sums to those in need. Federal law cannot directly increase
the fiscal willingness of any State to support a program. However, most States
appear willing to tax themselves at reasonable levels for these programs.

"~ Changing the Federal aid formula alone will not produce equalization at the
local level.. The States have fallen into the same error as the Federal Govern-
ment in offering aid at a uniform percentage rate to each of their counties, in
those cases where loeal funds are required. The Federal law might very well
require that the States distribute aid on an equalization basis, if any local money
is used in the public assistance programs. :

In the measurement of local fiscal ability, and in identification of areas of
really great need, and of many low-income families, we cannot rely upon property
assessment data. Official nationwide estimates of county income payments are
needed and ought to be provided. It is amazing that as a nation we spend
almost $7 billion through our counties out of State and Federal funds, with only
crude attempts at intercounty equalization in those few programs (mainly in
school aid) where it is tried at all.

EQUALIZATION THROUGH OTHER GRANT PROGRAMS .

It should be recognized that income is not necessarily best measured by the
monetary receipts of power to command goods and services, but may also be
measured by the flow of goods and services that are in fact received by each person.
In these terms, Federal aid for education, highways, and health services, as well
as State programs for recreation, library services, etc., are all part of the evalua-

2 The Principle of Equalization Applied to the Allocation of Grants-in-Aid, Ph. D. thesis by author,

University of Wisconsin 1947, at p. 43. Also printed as Bureau memorandum No. 66, Bureau of Research
and Statistics, Social Security Administration; see p. 30-33.
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tion of the lot of the low-income families. If the other Federal grants were also
t0 be made more nearly equalizing in-their impact, and were also to require intra-
state equalization as part of the price of Federal aid, the change would clearly
help to remedy the low-income situation. '

It should be clear, however, that no shift in the patterns used in paying out
grants-in-aid is going to equalize income, by itself. I would repeat my earlier
conclusions: “Even if Federal grants should be increased to the point where they
equal 1 or 2 percent of the national income, however, equalization in the allocation
of grants will not effectuate substantial equalization of income. In the process
of working toward equalization of certain governmental services, disparities in
Income will be reduced, but they neither should nor will be eliminated.”’ 3

BETTER HEALTH FOR LOW-INCOME FAMILIES

Health is only partly a sdcia.l-security problem. Good health depends far
more fundamentally upon having an adequate diet, which is a function of edu-
cation as well as of income; and upon proper sanitation, both personal and com-
‘munity. It also requires a healthy mental and emotional outlook, which has
little relationship to income. We protect health against infectious diseases
largely through public health activity, for every level of income. o

Preventive care, through checkups, and actual medical care (not just in the
hospital) represents the area still outside of our social-security program, although
jst lay within the assignment and report of the 1935 Committee on Economie

ecurity. )

The limits of present health insurances are adequately detailed in the staff
report to the Senate Committee on Labor and Public Welfare of the 82d Congress
(8. Rept. 359). Comprehensive medical care through group practice insurance
plans offers a fine answer, already in use among some middle-income groups.
For the low-incqme groups, however, such, plans are dependent either upon.some
form of subsidy, or upon a .national system of insurance that is financed through
some proportional type of wage or income tax. :

As an immediate step, further Federal encouragement to the formation of local
group practice health insurance plans may be a prudent way to gain further
experience in a very complex and supercharged area of public policy.

Mr. Jomnson. I was pleased to hear Dr. Bowen suggest this
morning that he would like to see a person able to pool his supple- -
mental annuity rights, because this has been a concern of mine for
many years. It seems to me that our failure to provide every working
person with his basic security through OASI coverage has led many
‘of them to trade their freedom for a very limited kind of security under
special retirement plans.. .

- I may say parenthetically, Senator, that as a State representative
‘this year I tried to offer the 1954 Federal amendments to our State
employees in Colorado, and they do not yet recognize that they have
given up their freedom to move for a special kind of State security,
‘and they are now prisoners, if I may say so, of the bargain that they
‘made some years ago, and hence we could not extend the law this
year.. , C :

I would like to see the United States give all governmental employees
their basic sécurity through OASI, and provide all of the supplemental
-annuity benefits which Uncle Sam is now providing in a multitude of
programs through a single system of supplemental group annuities
also administered by OASI. This would replace the wide variety of
civil and military special programs now being run by not only the
Federal Government, but by our States and local governments.

. . A schoolteacher in my county cannot move across the street without
changing retirement policies. Opportunities for advancement are
-disturbed by these features and by failure to pool the supplemental
.annuity benefits under one master plan. .

" s Memorandum No. 66, op. cit., p. 30."

3
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If this technique worked as I think it would work, then I should like
to see the same option made available later to union, company, and
industrywide plans. Congress will have its hands full solving the
problem for governmental plans for some years to come. B

To keep OASI benefits from becoming flat at the present ceiling,
T would tax the first $6,000 of earned income, and adjust benefit ceil-
ings accordingly.

The recent Social Security Bulletin shows 44 percent of those who
came into benefits last year getting a flat maximum benefit. Clearly,
it is time that we recognized that the $3,000 of 1935 is at least $6,000
today, and in terms of wage levels perhaps seven to eight thousand
dollars.

OASI ought to also become what the House voted it to be in 1950,
namely, old-age, survivors, and disability insurance. The restoration
of the disabled persons to socially useful lives is one of the greatest
services that social security could render, but the present complex of
programs is failing to do the job adequately.

By looking to. the trust fund to finance not only income maintenance
of insured workers with extended disability, but also looking to it to
pay for the medical care, prosthetic appliances, and retraining, it is
far more likely ‘the whole job will be done. This is more likely to be
true if the administration of the program utilizes all of the personnel
who are skilled in this.task of rehabilitation, and I include in that
the VA hospitals who have shown their talent in dealing with veterans.
I should like to see the personnel who are recruited be those ' who have
a zea] for the cause. : : )

Turning to unemployment compensation, it ought to have its
coverage include all employed persons, -and study might well be given
to a national plan for income assurance to the self-employed, along the
lines used in the GI bill of rights for self-employed GI’s.

We now can only cover the employed wage worker, but not even
all salary workers. I am not prepared to spell out the details, but
I think a study of income assurance for the self-employed may very
well be in order for the tenant farmer, for the low-income farm person.

" Workers losing their income by reason of temporary illness or
disability ought to be covered in all 48 States rather than only in 4.
I was pleased to hear Secretary Folsom suggest this morning that he
would like to see the extension of something like the New York plan
throughout the country, and I would follow the remarks of Mr.
Cruikshank by saying that would be done more readily if there is
some congressional incentive.

I might add I was a high-school student debating unemployment
compensation the year Wisconsin enacted it. At that time we had all
the arguments as to why it could not be done. It only took 1 year
after the Federal act was passed for 47 States to follow the lead of the
1 State that had the courage that year to adopt unemployment
compensation. : .

A little “incentive,” if I may use the word in quotes, helps.

If benefits are to be geared to wage differentials, we ought also to
cover the first $6,000 of earned income for unemployment compensa-
tion and raise benefit ceilings accordingly. You will find increasingly
that more and more workers are actually drawing the maximum
benefits under the appropriate State law, because of the $3,000 ceiling,
and we are changing from a concept of benefits geared to contributions
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to the economy and to wage levels, to a flat benefit, because of our
failure to adjust for the consequences of inflation since 1935, both at
the Federal and State level.

I would have dependents’ benefits granted throughout the Nation
to deal with the cases of real need among unemployed workers with
large families. I believe a stronger and better program would flow
from having the employees taxed along with employers and limiting
the rate of tax relief lowing from experience rating to some narrower
range than now used, along the lines suggested by the Advisory Council
on Social Security appointed by Senator Millikin some years ago.

State employment services ought to be encouraged to develop per-
formance standards geared to the effectiveness of placement activity
so that each worker is helped to find a job making maximum use of his
skills,

I may add that the temptation exists, and is unhappily yielded to,
to refer a worker to any job, not necessarily one suited to his talents,
and then to deny him benefits if he does not take it; thereby depriving
him of the right to benefits, or forcing him to a job for which he is not
suited, and the community loses as well as the worker loses by failing
to insist on his being placed in his highest and best use.

Our concern, again, is for the community as well as the individual
worker.

Turning to public assistance, it is time for a study of the impact of
public-assistance patterns on the family, looking to strengthening the
family unit. The categorical approach 1s long out of date, and we have
reason to believe that general assistance for needy persons not being
under Federal aid tends to distort the programs and family patterns.
A poor working father whose income is inadequate for a large family
finds in some jurisdictions that if he were “continually absent from
the home,” his family would then qualify under the aid to dependent
children program. 'As a result he is sometimes tempted to desert,
although desertion may be for daylight hours only, but it may also
lead to permanent desertion.

I should therefore like to see a study looking toward the preserving
and strengthening of the family unit. :

The time has come for such a study, and the study might examin
the consequences, not only of the easy divorce laws, but of the easy
marriage laws, as well. Usefulness of premarriage counsel as well as
of marital counseling ought to be explored, the availability of money
aids and emphasis on money aids, as was pointed out, often obscures
the potentials of better counseling and related welfare services.

I will join with the others here this afternoon in urging that we move
from the categorical approach to a unified public-assistance program,
in place of these categorical aids, financed through an equalization,
variable percentage grants formula, geared to per capita income.

The present formula does indeed encourage at least some States to
keep the average grant down to $25.

Now, as a student of equalization aids, I would point out that they
are, in fact, less costly than the techniques we have been using. Had
the equalization recommendations made in 1946, for example, been
adopted the Federal Government would have saved annually $150
million, or more, on public assistance. It will be more costly to do it
now than it would have been to do at the time of the 1946 change.
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-1 would point out also that equalization is a choice in favor of the
small fund, as against the large fund, approach to grants-in-aid. We
have the same question in State aid to our local school districts, and
when you have a small amount of money relative to total need, if you
are to do the job you must do it on an equalization basis or the job
will not get done. If you have a large fund you can slop enough
money around everywhere so that everybody comes out all right. I
didn’t know the Federal Government was in that position now, nor
has it ever been there, and certainly our State governments are not
in that position. .

Senator SPARKMAN. You mean of having enough for “slopping it
around?”’ ’

Mr. Jounson. We always have more needs for any appropriation
money available than there is money. We are always forced to cut off
some worthy program short of its potential.

I am pleased that the present administration joined the previous
administration in recommending an equalization formula, and 1
support such a formula.

I would like to see the residence requirements in the Federal law
changed to a uniform and perhaps 6-month maximum residence
requirement, rather than the present 5 years. In a country with as
much mobility as we have shown in the population since 1940 it~
seems to me highly appropriate to revise that standard. I

To encourage independence and self-reliance among the assistance
recipients, and I am afraid we have sometimes tended.to pauperize
them at present, I would suggest we subtract a sum equal to one-
half of any income they may earn, from the amount of assistance
granted, in order to encourage them to take jobs, whether it be baby
sitting, cutting lawns, or doing other jobs. This is an incentive
budgeting technique.

Turning to the States, if they are to provide effective equalization
at the county level, I suggest that States which require local financial
participation in public assistance be required to use an equalization
basis, in turn, in allocating their aid.

I would also say that the ability of the State legislatures to make
some of the changes I have here proposed is restricted almost to the
point of impossibility until the Federal law is changed. In other words,
even though I, as a legislator, might wish to see certain changes in
our State laws in Colorado, we are bound by so many Federal require-
ments on these very points that while we talk about the freedom of the
States to move—and there was much discussion this morning of States
rights, and I suppose I ought to say a kind words for States rights—the
rights are restricted at the present time. I think unduly so, along the
lines I have here suggested. :

Turning to the problem of medical care for a moment, the Senate
staff study a few years ago on the problem of health insurance plans
seems to me adequately spells out the limitations which are inherent
in these plans. Certainly it shows that the low-income groups are
left out of most health insurance plans.

Comprehensive medical care for them through some form of group
practice and prepayment plan, apparently, will require that a direct
subsidy, or the extension of social insurance, or possibly something
like Senator Taft’s Federal aid for the State plans for the medically
needy.
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In the short run, however, I think further encouragement to local
comprehensive prepayment plans would continue to build up a body
of useful experience from which we might move forward.

These are the high points, Senator. .

_ Senator SPARKMAN. Thank you very much, Mr. Johnson.

Mr. Lester. :

STATEMENT OF RICHARD A. LESTER, PROFESSOR OF ECONOMICS,
PRINCETON UNIVERSITY

“ Mr. Lester. Mr. Chairman, I am pleased to be here. My asso-
ciates have made a number of the points that I would have made.
I prepared a paper; but I do not want to refer to it. I think if I can
make any contribution here now it is to follow up what Mr. Johnson
has said, and what you have said, and that is to look at the people
we are talking about. :

(The complete statement of Mr. Lester is as follows:)

SociaL INSURANCE anD THE Low-INcoME FaMILIES
Richard A. Lester, professor of economics, Princeton University

I welcome the opportunity to appear before this subcommittee, even though I
feel rather inexpert on the general subject for discussion.

Tew social scientists have given systematic and thoughtful study to the problem
of low-income families and individuals, so that we lack sdequate data and well-
developed programs.

Material assembled by this committee is an impressive compilation of scattered
data. However, with all the resources we have for. gathering information, there
ought to be much more detailed and comprehensive, up-to-date material with re-
spect to the characteristics of the population with incomes under, say, $2,000 a year.

The data assembled by Miss Snyder clearly indicate the diversity in this low-
income group and, therefore, the need for a variety of short-run and long-range
measures for meeting the problem. Any program should be many-sided.

Within the 8,330,000 families and 6,219,000 individuals who had incomes under
$2,000 in 1954, those who were 65 years of age or over represented approximately
a third, so that one significant facet of the problem is that of age.

Also agriculture is heavily represented in the 8,330,000, with farm families
accounting for roughly one-quarter of the total. And the heads of low-income
units are generally relatively deficient in education.

The available data, therefore, clearly indicate that a long-run attack on the
low-income problem should include emphasis on more and better education,
better provision for old-age income, and some solution for the problem of marginal
farms.

In those three areas of emphasis, social insurance would presumably be helpful
only for the old-age problem. Extension of old-age and survivors’ insurance to
5.7 million farm operators and workers in 1954 should make a significant difference
in the long run on the incomes of the aged on the farms.

Examining the data further, it seems likely that the low-income group includes
many who are partially or totally disabled for health reasons. And one-seventh
of the low-income urban families are broken families, many of whose breadwinners
are in the low-wage occupational category of ‘‘service workers and laborers.”

Minimum-wage determinations may be helpful in the short run for peopls,
especially women, in service occupations. Expansion of collective bargaining in
the service industries is a long-run factor that would also help to improve standards
of living in those lines.

In thinking about the child dependency problem in such cases as broken fam-
ilies, consideration should be given to the possibility of a program of Federal
allowances for children under 18. The financial burden of bringing up children
is, of course, being partially met on a relief basis under the present program of
aid to dependent children. Any suggestion of children’s allowances raises, of
course, large problems of equity and administration, but it is well to bear in n:ind
that England and Canada have such programs, and we may come {o it too as the
cost of raising children increases. . :
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With respect to the permanently and totally disabled, social insurance could
make a significant contribution by including provision for disability benefits
under old-age and survivors’ insurance. The bill passed by the House in the last
session makes & start in that direction by providing for benefits in such cases
beginning at age 50 under the QASI program. Of course, a benefit program is no
substitute for rehabilitation programs to improve the productivity of the disabled.

According to the statistics, the unemployed heads of families, with incomes
under $2,000, represent 388,000 families or about 5.8 percent of the 6,740,000
families in that income category with the head of the family in the labor force.
That unemployment ratio, although not remarkably large for the year 1954, is of
some significance. )

Qur unemployment compensation system is inadequate. Its inadequacy is
especially acute for those wage earners with wages above, say, $60 a week. For
the low-income groups, the inadequacy, is primarily in the duration of benefits,
because only 5 States provide for a uniform duration of as much as 26 weeks for
total unemployment.

In the foregoing remarks the parts that have implications for social insurance
concern mainly the provision for the aged and disabled under old-age and sur-
vivors’ insurance and more uniform duration of benefits under unemployment
compensation.

Furthermore, filling the gaps in our programs of social insurance undoubtedly
would help to remedy some of the difficulties of low-income families. I have in
mind (1) programs like compensation for wage loss during temporary disability
such as we have in four States, including my own State of New Jersey, and
(2)group protection for the costs of medical care, including some arrangement for
insurarice against major medical expenses.

In addition, in my judgment there should be some automatic arrangements
for adjustment of benefit Jevels: with changes in the cost of living and in wage
levels. That is especially needed for workmen's compensation where current
benefits, in cases of total disability, may be governed by wage levels that pre-
vailed two or more decades ago. How can a disabled man and his family live
today on half to two-thirds of the wages he was béing paid when his accident
occurred prior to World War II? In addition, most States have maximum
limits on the amounts that can be drawn under workmen’s compensation, after
which the disabled man and his family are left unprotected. Workmen’s com-
pensation is an area of social insurance badly needing reexamination and inte-
gration with other programs, especially old-age and survivors’ insurance.

With respect to social insurance, the Federal Government would seem to have
responsibility for (1) providing the greatest feasible coverage and adequate bene-
fits under old-age and survivors’ insurance, (2) encouraging the spread of social
insurance to cover permanent and total disability and temporary disability, and
(8) assuring the adequacy of unemployment compensation benefits in view of the
fact that the Federal tax is offset by a State unemployment tax.

Partly the role of the Federal Government should be in providing leadership
by such means as a study of the facts and gaps and a formulation of the needs and
programs of social insurance to meet them. Indeed, we in this country ought
now to-have a comprehensive review of all our social insurance programs to find
out exactly where they are inadequate, where they are inconsistent with one
another, or where they tend to overlap or duplicate.

The low-income problem should be viewed as & dynamic one. This type of
problem may well increase in the future with the increase in the aged and with
the tendency, because of such factors as seniority, promotion from within the
company, on-the-job training, and benefits that vary with length of service, to
have workers tie up to a single company and remain with that company during
their working lives. )

As this country’s productivity and living standards generally increase, the
Tederal Government does have an interest in making certain that various elements
in the population participate in the increase. That is vitally important from the
viewpoint of conservation of the Nation’s human resources. For example, mini-
mum levels of living are desirable so that children can remain in school and enjoy
the proper care and attention and so that adults may not suffer the vicious circle
of poverty-bredding conditions that perpetuate poverty.

ocial insurance is & method of sharing risks that has a number of advantages
for those who are affected by such risks. It provides a timely cushion and tends
to prevent families from being pushed down into a vicious spiral of poverty be-
getting poverty, by assuring some minimum level of living during the period when
the worker and his family are experiencing loss of income or heavy expense be-
cause of an accident or some other interruption of employment.

69848—55 10
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Minimum levels of income under social insurance do raise questions of worker
incentive, but this factor in my judgment has tended to be exaggerated. We
already have States that provide, in some cases, as much as 90 percent or more of
normal earnings for persons on layoff or who are disemployed. The fact of the
matter is that families accustomed to a low income feel acutely any reduection in
that income.

The costs to society that flow from unmet needs of Jow-income families and
individuals are, of course, incalculable. I refer not only to direct costs such as
crime and institutional care but also to losses of contributions to the Nation’s
output up to the full potentialities of the person.

From a social-cost viewpoint, social insurances are generally a good investment.
Coverage limits are largely due to administrative difficulties. The level of
benefits should be related to the level of wages, not only from an.incentive view-
point but also for social and moral reasons, And, from a social-cost view, remedial
efforts and vocational rehabilitation expenses should be extended at least to the
point where the cost is as great as the discounted gain to society.

The suggestions set forth above can be summarized as follows:

1. Have a comprehensive study made of the deficiencies and inadequacies
in our present social insurances, including gaps and integration of programs.

2. Extend old-age and survivors’ insurance to cover total and permanent
disability.-

3. Provide Federal standards for unemployment benefits.

4. Provide social-insurance coverage for temporary disability and encourage
some financial sharing of the risk of medical care.

5. Consider arrangements for automatic adjustment of social-insurance
benefits (especially dollar limits) to correspond with wage level changes.

6. Consider children’s allowances, especially for low-income families.

Mr. Lester. I was a little disturbed in listening to the talk this
morning of my good friend -Secretary Folsom, because it seemed to
me he was talking mainly about the high-wage workers like the people
at Eastman Kodak Co., and not much about the low-income group.
I don’t blame him for that. He has spent most of his life in that
business, but when you are talking about catastrophic insurance,
you are talking about a small group at the top of the wage-earner
category. He says it covers 2 million people. We have been looking
into catastrophic insurance at Princeton University, and it looks as
though it is pretty expensive for us at the present time, although the
costs have been going down, and going down considerably.

If you get down into these groups with incomes of $2,000 or less,
I just think it would be impossible for them to pay for it even on a
group basis at rates of say $75 to $85 a year.

Now, the same, on much less severe scale, is true of most of the
private company plans—pension plans, health and welfare plans, etc.
They cover together & maximum of 12 million people out of our work
force of some 65 million, and so if you look over the statistics that
are prepared by your staff—and I want to join Mr. Hohaus in saying
what an impressive document your staff- has compiled—you are
struck, I think, by the fact that half of the people with incomes under
$2,000 are not in the labor force at all. You are struck by the fact
that some 4 million people who are disabled are outside of institutions,
and presumably are in this half of the group that are not in the labor
force. You are also struck by the fact that at least in urban com-
munities, the broken families represent one-seventh of the group.

I would say that despite all the hard work that your staff has done,
as a professor, of course, I am a little desirous of even more informa-
tion. It seems to me that we ought to know more in a comprehensive
way about these people than we do. What we have here are scattered
surveys of different parts, but I would like to see something which
would put them all together. So the first plea I would make is if
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possible that someone make @ real study, the census or some other
group, and find out exactly who these people are, how they are divided,
and what proportions in different groups and categories.

Secondly, it seems to me you must be puzzled a little bit if you have
not followed the detailed social-security plans by the variety of them
and the complications of them. We have had workmen’s compensa-
tion for half a century; we have had the railroad programs separate,
we have had State programs, we have had State-Federal programs,
and we have had Federal programs. I think that it is now time for
us really to make sort of a comprehensive study of our social insur-
ances in this country, not exactly, perhaps, after the pattern of the
Beveridge plan or the Marsh plan in Canada, but it seems we have
duplication and many gaps, as Mr. Cruikshank has indicated. I
think in terms of my own State, where a private group a couple of
years ago made a study of what happens to the people who were
permanently and totally disabled under workmen’s compensation
prior to World War II. ~ As you know, their benefits were based on
the wage level at that time, and that is what they are based on today,
if they are still drawing benefits, yet the wage level then was less than
half what it is today. Consequently, their benefits are completely
inadequate.

Therefore, if we go into permanent and total disability in Federal
old-age and survivors insurance there ought to be some integration
of workmen’s compensation with that. It seems to me we may have
reached a point where we ought to take more of a comprehensive
look at the various kinds of social insurance we have and see where
the gaps are, see if we are duplicating, and see where improvements
should be made.

When it comes to the State programs, I think, as Mr. Johnson has
very well indicated, and the thing that it seems to me Secretary
Folsom’s talk missed, is the fact that you have this interstate compe-
tition for industry. I do not need to emphasize that here, I presume,
before this committee, but take unemployment compensation. We
started out taxing payrolls, all payrolls—not up to $3,000 but all of
them, 2.7 percent 1n the States. We are now down to an average
tax of about 1.2 percent on the first $3,000, which excludes about
one-third of all payrolls. Thus, the burden is actually about one-third
of what it was initially. Consequently, there is interstate competition
for industry through lowering State unemplyoment taxes, and that
kind of competition automatically puts a check on benefits. .

Now, I feel personally that if the Federal Government says to the
States “We have levied a Federal tax, you can offset 90 percent of
it,” then the Federal Government has some obligation on the benefit
side, which represents the main purpose of the program. Under
some State laws, you can offset 90 percent of the Federal tax by com-
plete exemption of the firm from the State tax.

If the Federal Government permits such offset credit for State tax
reductions it ought to be able to say something about the kind of
benefit programs that the States should have in order to permit such
Tederal tax credits, at least in terms of ceilings or the proportion of
normal income that benefits should replace, so that you do not have
the situation that Mr. Cruikshank has indicated, where a very small
fraction of & person’s normal wages are replaced by unemployment
compensation.
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The emphasis has been too much, it seems to me, in some of these
plans on the saving of taxes for the employer, and not enough on what
happens to the beneficiary. That is, it seems to me, the primary
purpose of the program has been forgotten.

Now, if you look at these people under $2,000 in terms of the figures
that have been compiled by the staff, you are impressed with how
much of the job has to be done by old-age and survivors insurance and.
a program of total and permanent disability insurance. Both of them
operate on a fairly long-run basis because you have to get the people
under coverage for a considerable period of time before they are eli-
gible for benefits. You cannot do so much with those who are now 65
and over. You have to develop the program and get, people under it.
That is one reason that a start needs to be made on permanent and
total disability now.

With respect to temporary disability, I am in one of the States
that has a temporary disability program, but there are only 4 of them.
There has been no change in that situation over the past 6 years,
despite all kinds of urging, and I do not think that Secretary Folsom
offered more than a hope that by passing a law in the District of Co-
lumbia we will somehow: get a.spread of that program to some other
States. It has not happened so far, and I do not think there is any
reason to believe that it will. Certainly most of the States would not
consider the District of Columbia particularly representative or a
pattern-setter for them.

Now, I have said that with respect to unemployment, compensation
1t seems to me we need some kind of Federal standards, in terms of
benefits. When it comes to temporary disability, it seems to me that
we will also have to have some kind of Federal encouragement if you
are going to get any real spread of that particular program.

In my State it got in partly because we had employee contributions
under the unemployment compensation.

I think also, if we are going to have continued improvements in
living standards and any further tendency toward price inflation,
that we ought to think perhaps in terms of some kind of automatic
arrangements for improving benefits. In the States, given this inter-
state competition for reducing taxes, most State legislatures meeting
only every other year, and the kinds of pressures on State legisla-~
tures during the brief period that some of them meet, it is very diffi-
cult to get these benefit levels adjusted properly to changes in wage
levels. Consequently, as has been indicated, whereas we started out
with a system of unemployment compensation in which the State
benefit ceilings averaged two-thirds of the average wages in covered
employment, in the States in recent years benefit maximums have
averaged between 40 and 45 percent of wages in covered employment.
Consequently we are not replacing as high a proportion of the wages
lost by those who become unemployed as we did in the late thirties.
Although there have been gradual increases in benefit maximums,
those increases in the maximums have fallen way behind the increases
in the wage levels in covered employment.

One State, 1 believe Utah, has written into its law this year an
arrangement whereby it will automatically each year raise its benefit
levels in line with the increase in wage levels in that State. I think
that is worth consideration in other States, because it does give you
some automatic adjustment. :
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Finally, I am going to throw out what some people may think is
a wild idea, and that is, if part of our problem here, as the statistics
seem to indicate, is that the lower income families tend to have
more children and you have this problem of broken families, I am
not sure but that we ought to consider seriously what is called family
allowances, or what I prefer to call children’s allowances. As you
know, Britain and Canada have that kind of a program. If we put
the Canadian program in this country I think it is estimated it
would cost us around $4 billion .a year,.so it is not a very cheap
program. Nevertheless, as a parent, I am’ particularly aware of the
cost of raising children at the present time, and I feel that we should
investigate very seriously the possibilities of a program of children
allowances or family allowances, whatever you want to call it. I
think some group in this country ought to be making a study of
how it is working out in Canada, in England, and a great many other
countries where they have this kind of program. :

Thank you. I.think that is all I have.

Senator SPARKMAN. You probably know Senator Neuberger intro-
duced a resolution to provide such a study. :

Mr. LesteER. Yes; he published an article on the Canadian pro-
gram a while ago in the Reporter magazine. A

Mr. SimpsoN. Senator, while T have not any experience with it,
we are backed up to the Province of Quebec in my part of. the.world,
and T know something about family allowances. Of course, the
amount of payment is very small; it would be so considered in this
country, anyway, about $6 a month. It may have been increased.

Mr. LesTER. It varies with the age of the children. :

Mr. Simeson. That is right. )

Senator SPARKMAN. Is that $6 or $7 per child?

Mr. Simpson. Yes; something like that.

Senator SPARKMAN. Per month?

Mr. SimpsoN. Per month. . .

Senator SparkmaN. I would like to have that for my tenant. .

Mr. Simpson. That is what I was thinking, Senator.
~ Senator, if your tenant should desert his family they would get aid
1o dependent children. ‘

Senator SparkMAN. Don’t start talking of that possibility.

Mr. Simpson. Considering some of the predictions on what family
allowances would do if everybody raised more children, I do not think
it would encourage people having more children. .

Senator SPARKMAN. You don’t have to have encouragement.

Mr. Simeson. I will accept that. ) :

Mr. LesTER. At least not that kind of encouragement. - :

Mr. SimpsoN. But it has resulted, I think, in a better level of assist-
ance for the families, which they pay to every family, regardless of
need, if you apply for it. A millionaire’s child can get it just as well
s a poor farmer who has 12 children and is going to have another one
like in your case, but it has resulted in a better standard of living, and
2 better standard of schooling. That is one of the things that I think
has come out of it. It is not as crazy as some think it is, or as it
:sounded when it started. :

Mr. Jonnson. On page 53 your staff points ovt that families
with 3 or. more children in 1954 constituted only 8 percent of all
families, but they had 54 percent of the country’s children. The case
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for family allowances, of course, turns on that kind of given statistics.
At any given time one-fifth or one-sixth of the wage earners are carry-
ing one-half or more of the family support.

I have been amused by this discussion of family allowances as
though it was some new thing. Here in the United States we have
provided family allowances for, I would say, between a half and two-
thirds of all families. I receive one, as do most of you. My salary
went up $10 some 4 years ago on the birth of my last child when I
filed my change in my withholding. :

-For those of us whose income includes more than $600 per person
in the family, there is a family allowance program now, starting at
$10 a month, and if you are rich enough, going up to $40 a month
per child. I would suggest that if we are interested in sticking within
the American and United States framework of this, rather than
‘Canadian framework, we continue along the same lines by giving
each worker whose withholding form shows a greater allowance than
he receives, the tax value which he doesn’t get to utilize. This would
have benefits of providing an automatic refund for the man whose
taxes are overpaid, in any given year, by irregular income and unem-
ployment, and it would extend the value of the family allowance
program now in effect at the same rates, down into lower income
portion, which you are -studying. If a worker, for example, did not
file a return adequate to use up the allowancew hich is available to
him, I think all we have to do is, not to introduce family allowances,
but to extend them along the lines of the logic which has been in
force since the first income-tax laws were passed by the United States
some 40 years ago.

Mrs. Winsron. There is another face to this, too. If we had a
more flexible aid to dependent children program, or if we had a more
comprehensive program of public assistance, we would pick up at
the lower income levels on those families which need supplementation.

Mr. CruiksHANK. I am very interested in what Dr. Johnson just
said, as well as I was in the other things that he pointed out during
his summary presentation.

Any study, such as Dr. Lester proposed, I think has got to include
what we are already doing. Personally I always get a little out of
patience with some people who are always trying to say that America
1s behind in all these things. In my field of social security, for
example, my European friends are saying, “We had social security in
England in 1911. You waited until 1935,” and all that. I don’t
think that is true. I think it is because we have a kind of unique
way of approaching some of these problems, just as Dr. Johnson said,
on family allowance. We have it, but under some other guise, we
just don’t call it that.

We had old age and survivors insurance and unemployment in-
surance, I submit, beginning in 1862, with the beginning of the Home-
stead Act. When this country made the decision that the resources
of the Nation, which then existed largely in land, and not money—
we were a debtor nation—should be given, not to large corporate
enterprise, but divided up and allocated in family-sized units, farm
units, built on family needs and family ability to produce. After
that see how people provided for their old age by staking out those
claims, which was a utilization of the national resource, and how
waves of unemployment were absorbed by people moving westward
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and staking out those clalms We dedicated in 1862 our national
wealth to the underwriting of family security, but we did it in a
unique, American way.

Seilator SpPARKMAN. Any further comments or discussion by the
panel?

Mzr. Horaus. I would like to—— '

Mr. Lester. Mr. Chairman, before we get away from this family-
allowance thing, I don’t want to throw any cold water on Mr. John-
-son’s notion, but I am a little ‘afraid it might tend to encourage
. understatement of incomes for tax purposes and that might be one
of your problems, because these people now are not normally under
the present income tax, and are not making any reports.

I think you have got an administrative problem and I don’t know
whether I would like to put it quite in the same terms as was indicated.
I think if you are going to put in a family-allowance arrangement, 1
would prefer to see 1t available to all and then you can make whatever
adjustment you want to make under tax arrangements. That is a
personal preference.

Mr. Horaus. I would like to light a candle a little bit. There was a
reference made by one of the panel members that the great weakness
in our old-age structure in private plans is the lack of a vesting pro-
vision. I think the picture is far better than many of us realize. We
in our shop, and other companies, insure a lot of retirement-annuity
plans set up by employers years ago under which employees now have
the right, after an employee has ‘terminated service and has met
certain service or age conditions, to retain the retirement-annuity
credits for the service prior to termination.

Pension plans became more general a few years ago. I think both
the unions and employers were faced with first things come first. A
certain amount of money was going in those plans and the first and
right problem was to take care of the man who is going to retire.
Then later as the funds grew, consideration could be given to vested-
right provisions. This year, in the automobile industry, the General
Motors and Ford plans included a provision so that now a man can
leave service after age 40 and 10 years of service and take with him
pension credits for service since age 30. I don’t think there is any
great lack of desire as to vesting provisions. [ think wisely, both the
parties at the bargaining table have said, ‘“We will move up to that
question when and if we are financially able to do so.”

Senator SpArRkMAN. May I ask right there, to clarify in my own
mind: You say, after 10 years he can take with him the credit that
he has built up?

Mr. Houavus. The provision in the last General Motors arrange-
ment is that a man who leaves GM service after age 40, and has had
10 years of service—I think it is perfectly right not to get into vest-
mg at younger ages or short service—has an absolute right to take,

“carry with him on his back,”” the pension credits that he has earned
for service since age 30—e. g., for the last 10 years if he leaves at
age 40.

Senator SparkMAN. Well, the point I want to make is this: Sup-
pose he leaves General Motors in Detroit, we will say, and he goes
nto some concern in Houston, Tex.

Mr. Homaus. When he reaches 65, he will receive from the General
Motors pension fund, the pension for the years after age 30 until he:
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left service. Suppose he left at age 45. He had worked there 15
years. He has standing to his-credit a vested pension right to receive
pension benefits commencing at age 65, even, I understand, if he goes
to Ford or some other competitor in Detrmt——he doesn’t have to go
to Houston.

Senator SparkMaN. I was a little confused in my thinking. I was
thinking probably about the unemployment compensation. I was
wondering how he could take and transfer his rights himself, when it
was a matter of regulation within the 1nd1v1dua1 States, but. you'are
talking about the pension plan.

Mr. Hoxaus. Yes. -

lSena,tor SparkMaN. In other words, the privately purchased pension
plan
. Mr. Simpson. Senator, my friend the professor is so far ahead of
me on his plans that 1 hesitate to go back to some of the things that
were discussed this morning, but this matter of decentralization of
industry and technical advice to industries and communities interested
me very much. I think it is a further field. However, what we are
experiencing up in the northeast part of the United States is the fact
that communities there are hiring all the best experts they can, and
the communities are raising all the money they can to build a plant
for somebody, and hire somebody to go out and get a new industry
into. their .community, but it-has got into-a.very highly competitive .
stage: The communities are competing against themselves, and
States are competing against each other, and it has really gottcn to be
quite a racket, if I may use that expression.

Senator SPARKMAN. Aren’t you rather of the opinion, though that
it is not the best industries that are susceptible to that?

Mr. Simpson. 1 think

Senator SparkMAN. I have seen a great deal in print about com-
mubities bringing in or buying plants, so that an industry will move
in, but I have seen some of those industries, and in most instances,
well, very often they don’t stay very long.

Mr. Simpson. That is why I said 1t was a racket. -Certain industries
are susceptible to that kind of appeal and move in and move out. ., -

Senator SpARKMAN. I think that what'we had in mind this merning
was not exactly that. Probably it was to steer the communities away
from that very thing. I think you will find more and more communi-
ties have gotten away from that, and are trying to bring industries in.
I think they are advertising all right and publicizing the advantages
they possess, but so far as buying property and letting them have it
and giving them tax advantages and things of that klnd I think
that type of activity is on the decrease.

Mr. CruiksuaNK. I think that is true, too, although some of it is
still going on, and there is some of it that is still significant. There
are various t,ype% of it. One of them is the thing that Dr. Lester
points out. I have seen some of the State circulars put out and they
point out, among other thmgs that they have certain types of labor
loglslamon that there aren’t any problems arising from labor, also that
they have lower unemployment-compensation-tax rate. That has
actually entered into some of the things and some of them even go so
far as to say: “it is very hard to get unemployment compensatlon in
this State so you won’t have any problem with your workers.”
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There are other areas that seem to me to be certain legitimate
areas in competition. When some of the States weni together and
harnessed the Tennessee Valley and got some very advantageous
power rates, it would seem to me if I were a businessman I would look
at those power rates and compare them with what has happened in
New England, and I believe legitimately take into account the effect
of the decisions that were made in those States to harness the rivers
down there and control the floods as against the decisions that were
made in some of the New England States, just to let them alone and
let nature take its course. I recall that when I lived in New England,
one State had a large Federal project to harness-the natural water
resources there. They couldn’t stop the Federal Government any
other way, so that State legislature met and said that no electric
power generated within the borders of this State can be sent beyond
the confines of this State. That made it so uneconomical that the
Federal Government had to withdraw its support. When a State
makes a decision like that, it has to pay the cost of it, and one of the
costs is that it is going to lose some of its industries.

Senator SPARKMAN. We could go into a lengthy discussion of that.
I believe that State also has the greatest amount of untamed water
potential, hydraulic power of any gtate in the Union. I 'think a good
many people there are hopeful that they are going to change that law.

Mr. Jomnson. 1 was going to state that the State planning and
development officials met in my city this summer. I was reading
their proceedings the other day and I regret to say that I think six
States, including my own, passed legislation this year looking toward
some kind of State aid to industry. Most of us know from our
experience of the thirties that this must be done with great care, to
avoid the kind of abuses which have been mentioned, and it may well
be that one of the roles which your staff could perform would be to
make some studies of the experiences of other communities with
various kinds of promotion, because while experience is a good teacher,
it is & dear and expensive teacher unless it is somebody else’s experi-
ence, and I wish you would pull together the experience that is avail-
able, because I am afraid one or two of our own communities are being
tempted to use the wrong kind of thing. The best statement that I
recall hearing on this question of attracting industry was made by a
Federal staff man who came out and said that the way to attract
industry is to be attractive. The thing for a community or State to
do is to create the kind of climate of opinion and law and opportunities
that will attract industries there.

- As an economist, I am very fearful of hidden: subsidies which distort
the natural forces, and yet in the discussion this morning there was
no clear putting the finger on the tragic situation, the tragic psychologi-
cal cost of destroying a community, simply because it has not attracted
an industry there. We also have some coal-mining towns, and
those people have ties, and this is a community which has values which
cannot be measured in dollar terms, and I am all in favor of preserving
those community values. But I think the way to do it is not by a
shot-in-the-arm technique, but rather by a community evaluation,
looking toward doing those things which will in fact make the com-
munity attractive.

Senator SPArkMAN. I agree with you, and as a matter of fact that
is the point that I tried to get across in the discussion this morning
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when I referred to technical assistance, because so many communities
lack the know-how for making themselves attractive to - industry,
I mean that actually they just don’t know how to go about it in order
to exploit the advantages that they have.

I think industry moves from one place to another, or builds up in
one particular srea, primarily because of the advantages that it may
enjoy in that particular ares. For instance, there has been a lot said
about industry moving from New England. By the way, it has often

" been said it moved to the Tennessee Valley. I think the record shows
that not a single textile plant has moved to the Tennesseé Valley
since TVA started. A very many people just don’t believe that, but
I think that is the truth. Power is an essential element in the textile
industry, but it is not primary as it is in chemicals. I think the
reason that the textile industry has largely moved to the South, and
a great deal of it has been moved to the South, is in order to get near
the raw product, coupled with the change that has taken place in
recent years in freight rates. I think the freight rate—reconstruction
-of freight rates—did more than anything else. I had a Connecticut
‘manufacturer of chemicals who was not moving his mill from Connecti-
-cut to Alabama, but was putting up a new one in Alabama. He was
going to operate both. I 'said, “How did you happen to come here?”’
And he said, “Well, I can locate in this place and get by better than I
.can by transporting my cotton to Connecticut and manufacturing it
ithere, and then having to ship it back into the market for sale.”

I said, “How much difference does it make to you for the transpor-
tation of your cotton to New England?” And he said, “It makes my
Taw cotton cost about 2 cents a pound more. I can be down here in
the cottonfields and get it 2 cents a pound cheaper than I could in
New England.”

There was a time when we had freight rate differentials that would
have made it profitable for him to do that, but thank goodness they
have been largely removed.

Mr. Cruiksmank. There has also been a great expansion of the
‘market in your area, so he doesn’t have to ship even the finished goods
that far.

Senator SpArRkMAN, Even if he shifts it to the market that differ-
-ential is taken away. As a matter of fact, there haven’t been many
-established industries relocating in the TV A area but there have been
a great many industries started up there that could take advantage of
the local resources; many of them, from Pittsburgh, Detroit, Niagara,
and other places, that wanted to expand, have located their new plants
there. I think there is a great deal that can be done, rightly done,
to help disperse industry as a defense matter, and at the same time to
help distressed areas to get a fair share of the industrial development,
which is coming. I don’t like to think of industry, new industry in
those areas as being industries that are picking up, moving from some-
where else. T think that is what you need to watch, an industry that
is picking up lock, stock, and barrel and moving, but we are building
all the time, growing, expanding. Certainly these areas should be in
position to bid for new industry and participate in the expansion and
-extension. .

Mr. Jounson. The techniques under discussion this morning, such
as rapid amortization, strike me as being techniques which will



LOW-INCOME FAMILIES 149

encourage location wherever it is best suited to that firm, with that
industry, to locate.

hSenfal,tor SpaRKMAN. Somebody would have to pass judgment on it,
though.

Mr. Jounson. I would prefer that that judgment be passed in the
United States Treasury with regard te the whole national economy,
than being asked as a legislature, as we were asked in the matter of an
hour or an hour and a half in one of the last days of the session, to
jam through a bill which creates a situation that you know may very
well lead to uneconomical allocation of resources, simply because you
know there is a distressed condition and knowing nothing is being
done about it. One of the things I hope will emerge early in the
next session will be a Federal program which will put the State pro-
grams back in perspective. The States have been pressured by the
Tegitimate complaints from distressed areas. Here, of course, we are
talking about low income, which lies in unemployment, rather thao
in nonattachment. The very real unemployment persisting in a
community means that something ought to be done. But the States
are pressured into techniques, the only techniques available to them,
which may have, I think, unfortunate consequences. At least that
was the history in the thirties. I repeat my hope that we will find
some way of bringing that experience of the thirties together for
publication. I don’t know whether that can be done, but I hope so.

Miss SNYDER. Senator Sparkman, I would like to say that we shall
receive testimony next Tuesday during morning and afternoon hear-
ings on the subject of depressed industrial areas, and also on State
and local efforts to rehabilitate them.

Senator SparEMAN. We have had a study made for us or is being
made for us—it isn’t completed yet?

Mr. Sxyper. No. The character of that study has changed some-
what. I am not sure how much detail they will bring out on the
depressed area question.

Senator SPARKMAN. At any rate, we are interested in it and are
trying to do some work right at this time.

I am sorry to have used all the time. I would like for Mr. Bolling.
to participate in this discussion.

Mr. Borring. I have one question, and it is in detail. The whole
discussion has been very interesting, but I was shocked by one state-
ment and it displays my ignorance. I assume, Mr. Cruikshank, when
you were discussing workmen’s compensation, you said 51 percent of
the contributions came back in payments, and 49 percent somewhere
else. I want to know where the 49 percent goes.

Mr. CruiksHaNKk. We would like to know, too. We know where
some of it goes. A lot of it goes in the high insurance premium rates,
a lot of it goes to the cost of litigation. some of it in some areas goes to
the cost of administration, but that is not relatively high. That is
not a big chunk of it. _Actually, that figure is one also that it is hard,
you must say, to actually pinpoint down. It is just the best estimate,
but it is made by very competent people and students in the field.
The most recent study is by Dr. Somers, a man and wife team of
Haverford, Pa., and a very comprehensive study of workmen’s com-
pensation. After a thorough analysis and study they said the best
figure that they could support now was that 51 cents out of the pre-
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mium dollar went to benefits, and that also corresponds very closely to
spot studies that we have made. And that contrasts with some very
remarkable developments that are being made in some neighboring
countries. Ontario, Canada, has perhaps today the best workmen’s.
- compensation act we have in the country, unless it would be our own
Federal Workmen’s Compensation Act for the Federal employees,
which is a very forward and liberal program. Their rates for employ~
ees are lower and benefits are higher. The whole workmen’s compen--
sation situation is one that distresses us very much.

Mr. Boruing. Did these studies reveal that this is a general pattern,
or are there some States that are good and some States that are bad?

Mr. CruiksBANK. There isn’t any State that we feel today is
really good. Of course, there are variations as between the States,
and that national average, like any average, conceals variations, but,
of course, we have some States that are single State funds, like Ohio,
where' there is no insurance carrier in the State. It is a single State-
fund. That isn’t a clear-cut story, however, even there. Ohio,
while it has a very high proportion of the premium dollar going into-
benefits—I think around 90 cents, as contrasted with the national
average, still Ohio also has low benefit standing. We have, the
A. F. of L. has since 1908 supported the-idea of a single State fund,
workmen’s compensation, but it isn’t at all a clear story with all the
arguments on one side, we must admit.

Mr. BorLing. Are there any good States?

Mr. Cruiksaank. Well, of course, as you know, Congressman,
that is also relative. There are just some that aren’t as bad as others.
That is about what we find. :

Mr. Boruing. Thank you. That is all I have, Senator.

Senator SparkMaN. Dr. Ensley? Dr. Winston? ' .

Mrs. Winston. There was one point made by two members of
the panel about which I would like to raise a question for the record,
please.

Senator SparkMAN. Excuse me just a minute, please. I would
like to announce that the hearings for tomorrow will be presided over
by Congressman Bolling. Senator Flanders will not be able to be
here. I am sorry that another commitment makes it impossible for
me to be here, and Congressman Kelley, as I said this morning, is ill.
Congressman Bolling is & member of the full committee and a chair--
man of one of the subcommittees, but he has agreed to fill in the place
for Congressman Kelley while he is away and therefore he will be
present and will preside over tomorrow’s session. That will be held
i the Supreme Court room will it not? - )

Mr. Exsuey. The old Supreme Court chamber.

Senator SPARKMAN. At 10 o’clock.

Go ahead, Dr. Winston.

Mrs. Wixsron. There was a point made by two members of the
panel that I wouldn’t like to just let go by default. I think it is a.
very tentative assumption that because of the Federal matching
ratio States tend to put a lot of people on public assistance at very
low grants so they get the benefit of the matching ratio. I was
wondering what evidence there is to support that point. I have
recently spent some 6 months working with a national committee
that went into many facets of public assistance, and we did not build
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up any support for that particular approach to public assistance. I
Xknow of no evidence.

Senator Sparkman. May I say I am glad you brought up that
‘point. I really intended to myself.

T was one of the coauthors of the first, the very first amendment
that took that first $5 2 month and then later tacked on another $5,
still later another $5, wasn’t it? Of course, I favored the variable
grant long ago and I still think that we ought to have it probably in
all Federal grants-in-aid- programs. There may be some exceptions
‘but I am rather of the opinion that in most of them we ought to have
the variable grant. Even though the system we got was not what
‘we wanted, that is, adding the Federal contribution on an across-
the-board basis, I feel that it has done a lot of good, and particularly
did I feel—in fact within my own State and I know there must be
‘many other States in the same situation—it is true that my State
‘was not able to come up to the higher level, and it may seem that it
has added a great many people at a low level. And, as a matter of
fact, it hasn’t added all of the people that are eligible by any means.
‘All we were able to do was simply to come part way up the ladder,
and it did give us an oportunity to spread it wider, even if thinner.
T think that is the answer. I know it is in the case of my State.

Did you want to say something else?

Mrs. WinsToN. No, sir.

Senator SparkMAN. Does anyone else want to say anything?

Mr. Houaus. May the accused defend himself?

Mrs. WinstoN. Mr. Johnson.made the same point.

Mr. Honavus. I did not make the point that States have abused
the matching formula. J said: “Whether or not a State is to any
appreciable extent cognizant and ready to avail itself of the built-in
incentive to exploitation here illustrated, its presence in the formula
constitutes an anomoly which should long since have been removed.”

What I am bothered about isn’t what.happened in the past, but
what may happen in the next few. years when practically all of our
people reaching age 65 will become eligible for Federal old-age insur-
ance benefits. I can see the possibility that a State will begin to
rationalize that a man receiving old-age insurance needs five or ten
dollars more and by granting bim old-age assistance at such a rate
can have a lower total cost for the State. I am quarreling with a
formula which has a built-in temptation, sooner or later someone is
going to succumb to it. I am mnot objecting to the principle of an
ability-to-pay formula, but I am just asking to go back and to restudy
the present formula. It was originally on a 50-50 basis. The
changes 1 refer to were taken to meet a crisis. Let us go back to see
what has happened and find a better way of handling grants.

Senator SPARKMAN. Aren’t you confusing the two programs, or am
T confused? You refer now to the old-age insurance. This procedure
relates to old-age pensions, doesn’t it?

Mr. Houavus. No. This variable grant can apply just as much if
a {)articular State wishes to add an OASI recipient to the assistance
roll. :

Senator SPARKMAN. It seems to me there is a difference, since the
old-age insurance is worked out on an actuarial basis. The old-age
assistance is simply a grant to the States. One of you said a while
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ago, correctly, that the theory, when the law was passed, was that the
old-age pension should be a temporary expedient, and would not be
needed when the old-age insurance program took full effect.

Now, it hasn’t done that as rapidly as we thought, because more
people are living to an older age than we expected, but even in spite
of that, as time goes on, there certainly should be a decline in the
number of old-age pensioners, and an increase in the old-age insurance
benefits. )

Mrs. Winston. Of course, it is related, too, to the size of payments
under old-age insurance. If the payments are not adequate fo meet
subsistence needs, and pay for medical care and hospitalization, we
are going to have to continue to supplement a very large proportion
of the payments.

Senator SparkMAN. Thepoint I want to make is that old-ageinsur-
ance payments are not related to any grant at all, but are tied definitely
to a formula which is supposed to be on an actuarial basis. And I
should think if Congress ever changed it, it would change the rate, the
tax rate which supports it, instead of trying to build up old-age
pension payments on top of it.

Mr. Horaus. This is a very technical one. This formula applies
to the grants that are made, whether or not the person is on old-age
insurance. I see no reason why my State of New York, if it wishes
to_pay another $10 on top of $100 old-age insurance, should be per-
mitted to do so and end up paying out more money in total assistance
grants but at less cost to the State of New York.

If the formula today applies only to a person who does not receive
old-age and survivors insurance, who receives assistance because he
is not covered under OASI, a lot of my fears would be removed.
I am looking ahead into the future when almost everybody will
become entitled to the old-age insurance, so that the present formula,
which was adopted as an emergency measure for States which had
a low percentage of old-age insurance beneficiaries, is not accidentally
and unintentionally applied to a much larger area. -

Mr. Jonnsown. I think T follow the argument. I see where I led
the discussion astray in my own comments.

To clear that up and come back to the point Mr. Hohaus is making,
I was observing that the formula used, two-thirds of 15, three-fourths
of 20, and now four-fifths of 25, if you take a look at the average
payments being made in low income States, you will find that many
of them have kept the actual payment to an aged person in their
systems in some of these poorest States, in fact, only a few cents more
than $25, whereas if we had a variable grants program, across the
board for the entire $55, there might be a temptation to make a
more nearly adequate payment.

You see what your State gets, Senator, is the same as mine does
(although we in Colorado have a peculiar problem which I won’t.
go into), you get 34 for each 1, up to $25, but you only get 1 for 1
thereafter. ,

Senator SpARKMAN. That is right.

Mr. JounsoN. My point is an equalization program would avoid
the temptation to stop the payment at $25 because it would apply the
same percentage ratio across the entire payments. , ,

The special problem which Mr. Hohaus raises is met in part by the
administration’s recommendations of last year, calling for a variable
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grant percentage geared to the per capita income, but adjusted for the
percent of the population drawing on OASI benefits. The point will
arise, for example, as Mr. Hohaus raises i, in the more tricky question:
should we count the total income being guaranteed, or only the pay-
ment being granted?

You see, an increasing number of these grants are supplemental

payments, but the formula is geared to the average amount of the
grants. Mr. Hohaus is pointing out a technical problem which results
in as generous aid being given to those who do not need it as to those
who do neet it, and, of course, most of this would be removed by
variable grants, but 1 had not thought of the technical question which
Mr. Hohaus raises.
T certainly did not mean to suggest abuse arising at the time the
first McFarland amendment went in that you supported. The agency
did check out what had been the impact on recipient rates, and so
forth. There is no evidence that the States do abuse the permission
granted them. As a matter of fact, recipient rates have kept on
falling, and I do hope that the time will comie when the only persons
drawing this old-age assistance will be those who need supplementa-
tion, or those who are so old that even 1954, or 1956, amendments to
OASI did not give them a chance to qualify.

Senator SPARKMAN, I may say that I have learned something from
what Mr. Hohaus said. I was well aware of the fact that some re-
ceive both OAST insurance payments and old-age assistance.

Mr. Cruiksaank. Only in some cases.

Mrs. WinstoN. A very small percentage.

Mr. CruiksHANK. Very small.

Mr. Simpson. Twenty-five percent of our old-age cases are getting
OASI, that is, were supplemented in that number of cases, supple-
menting OASI.

Senator SPARKMAN. Supplementing OASI cases? :

.. Mr. Stmpson. No, in 25 percent of our old-age assistance cases.

Mr. Jounson. There is a very good report on this just out from
the Social Security Administration, which goes into this overlapping.

Mr. CruiksHANK. It also shows that is a declining figure. It is
not increasing, as people contend.

Senator SPARKMAN. It seems to me it would decline.

Mis. Winston. We know the proportion of the public-assistance
caseload, for example, that is receiving OASI payments, and we know
the proportion of OASI beneficiaries who are receiving public assist-
ance. In the low-income States the amount of overlap is very low.

Mr. Jounson. Tt is less than in the rich States.

Senator SPARKMAN. I can see that it would be, because we have
not had enough to go around to those who need it.

Let me say this: I am going to have to leave in a few minutes. I
have got to catch a 5:30 plane, and this Washington traffic gets
pretty bad, so I must leave by about 4:30.

I just mention that. I don’t want to cut off this discussion.

By the way, let me say I am going to ask the staff to make a study
of this. I am glad this discussion came up, because I think it is quite
relevant, and quite helpful.

Go ahead, Mr. Cruikshank. '

Mr. CruiksHANK. I have one brief point to make. I think Mr.
Hohaus made a reference, I may have misunderstood, but I think he
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made a reference to the public-assistance payment representing
“increasing generosity on the part of the Government.” There, again,
I think it has to be pointed out that this is relative. The monthly
charts that are shown in the monthly bulletin of social security show
that ever since 1950 there has been a gradual decline in the number
of people receiving public assistance, old-age assistance payments.
That very slight decline, absolutely, represents quite a significant
decline, relatively, but also I do not have the figures right here before
me now, but about a year ago I made an estimate of the amount of .
the public-assistance grants proportionate to our national income
since we began this program, and it has fallen off very sharply. That
is, I do not think we can say this is an overgenerous Government
making these public-assistance payments. The number has declined
absolutely, relatively in significant terms, and relative to our national
income that we have assigned to this area of need, it has fallen off.
sharply. .

Mrs, WinstoN. There is one other point: There are those that
think that where we have to supplement OASI, as we have to do to
some extent, that we could go back to the 50-50 formula. That
would penalize the low-income States because obviously we cannot
supplement OASI on that level of matching.

Senator SPARKMAN. It was obviously the reason we built up this
formula. I think you will find most of the people from the low-in-
come States were In favor of variable grants, which I think would
have been a much better program, but the one worked out was a
second best. -

Mr. Homuavus. I do not want to pursue the matter further except
that my feeling is like yours. I think the record and study will show
that the variable grants would have been a better arrangement-to
accomplish the desired objective. :

Senator SPARKMAN. I may say that if later you have anything to
add to this discussion, or any point in the discussion, or any figures
that you submit, we will be very glad to have them. - -

Miss SxypER. May I make one comment?

The staff report does include some of the statistics that Mr. Cruik-
shank was talking about, the relative proportion of people getting
public assistance, and OASI, on page 97.

Mr. JounsoN. Where the two are shown together, at the bottom of
the table there. : . ' ,

Mr. Honaus. I forget whether it is in your report or the Kesten-
baum report where data are shown by States. The causes for some
interstate comparative results are not self-evident. :

Mrs. WinstoN. There are good explanations, but I do not think
this one is 1t.

Mr. Jounson. There is no question but there are differences in
attitudes of legislatures and administrators, and for that matter
chambers of commerce throughout the country. Our own State,
Colorado, has a peculiar constitutional problem which accounts for
its peculiarities on this program, but there is a sharp difference between
Middle Atlantic States and New England States, and yet the Massa-
chusetts area sits off sort of by itself. The same thing happens as
you go west or go south. "There is some infection from one State to
another, but it is not necessarily-so. ,



LOW-INCOME FAMILIES 155

The interstate comparisons will throw you every time, and you
have to look actually at the peculiar histories of the States sometimes
for those explanations. They do not lie in economic matters. They
lie in political and personality backgrounds.

Senator SpArkMAN. Let me say I have some materials prepared for
use by the Bureau of Employment Security which summarize the
1954 changes the States have made in their unemployment compen-
sation acts. You heard some reference to it this morning, and T
believe Mr. Folsom said they all represented improvements. I will
not rgad it, but, without objection, I will ask it be included in the
record.

(The material referred to is as follows:)

DEPARTMENT OF LABOR,
BUREAU oF EMPLOYMENT SECURITY,
UNITED StATES EMPLOYMENT SERVICE,
UNEMPLOYMENT INSURANCE SERVICE,
Washington 25, D. C., November 17, 1955,
Miss ELEANOR SNYDER,
Staff Economist, Joint Commitiee on the Economic Report,
Senate Office Building, Washington 25, D. C.

Dear Miss SnybpER: In accordance with your request to Mr. Booth, we have
sent to you by special messenger this morning a copy of an article to appear in
the November 1955 issue of the Labor Market and Employment Security on
Effect of 1955 Changes in State Unemployment Insurance Laws on Benefit Rights
of Workers. We have also attached a chart containing benefit provisions of the
State unemployment insurance laws, reflecting 1955 changes.

I am happy to make this information available to you for insertion in the record
of the hearings which your committee is now conducting.

Please let us know if we can be of further assistance to you.

Sincerely yours, ’
ForesT L. MILLER,
Assistant Director.

ErrEcT oF 1955 CHANGES IN STATE UNEMPLOYMENT INSURANCE LAWS ON
BeEngFIT RigHTS OF WORKERS !

’

This year amendments to the State unemployment insurance laws were con-
sidered in the legislatures of 47 States (including Alaska and Hawaii) and in the
Federal Congress for the District of Columbia. The Legislatures of Kentucky
and Virginia did not meet in 1955 and the Louisiana session was limited to budget
and fiscal matters. All except two of the States (New Mexico and West Virginia)
and the Federal Congress for the District of Columbia made some change in their
unemployment insurance law. More changes in basic weekly benefits and in
coverage were enacted than in any prior legislative year.

COVERAGE

As was to be expected, in view of the January 1, 1956, effective date for extended
Federal Unemployment Tax Act coverage, 20 States covering employers of 6 or
8 workers amended their laws to cover firms employing 4 or more workers. Four
States which already covered employers of 4 or more broadened coverage of their
laws beyond that of the Federal act; Rhode Island to employers of 1 at any time,
Oregon to 2 in 6 weeks in 1 quarter, Connecticut to 3 in 13 weeks, and New York
to 3 at any time during 1956 and 2 at any time during subsequent years. There
are now 23 States which cover firms with less than 4 workers, 18, of them, firms
with 1 worker.

Rhode Island was the only State during this year’s legislative sessions to enact
coverage for State and local government employment. Mandatory coverage was
provided for employees of the State and elective coverage for employees of political
subdivisions.

New York, which covers most State employees on a mandatory basis and per-
mits the coverage of most employees of political subdivisions on an elective basis,

" 1Prepared by Clara T. Sorenson, Division of Program and Legislation, Unemployment Insurance
Service, Bureau of Employment Security, Department of Labor.

69848—55——11
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extended coverage to some of the services previously excluded. Oregon covered
employees of utility districts. Alaska extended coverage to employees of the
Territory on an elective basis. California provided elective coverage for credit
unions organized under the Federal Credit Union Act.

New York, the only State which covers domestic workers, broadened this cover-
age from households which employ 4 such workers in 15 days to those employing
4 at any time.

QUALIFYING REQUIREMENTS

All State laws contain qualifying requirements, the purpose of which is to
limit benefit payments to workers who are genuinely attached to the covered labor
force. To be entitled to benefits, a worker must have earned at least a specified
amount of wages or have worked in at least a minimum number of weeks, or both,
within his base period. Nineteen States amended the qualifying requirements
of their laws in 1955. With the exception of the amendments in four States, all
of the changes were such that higher earnings or earnings spread over a longer
period are required for claimants to be eligible for benefits.

Alaska changed from a minimum of $300 in the base period to 1% times high-
quarter wages and a minimum of $450 in the base period. The Oregon require-
ment was changed from & minimum of $400 in the base period to 1% times the high
quarter earnings or 37 times the weekly benefit amount, whichever is the lesser,
with at least $700 in the base period. Both Alaska and Oregon also deleted their
seasonal requirements. South Carolina changed their formula from 30 {imes
the weekly benefit amount with $100 in the high quarter to 1% times high-quarter
wages but not less than $240 in the base period and $120 in the high quarter.

North Dakota and Pennsylvania, with the earnings requirement expressed as a
multiple of the weekly benefit amount, increased the multiple. Pennsylvania,
however, added an unlimited stepdown provision so that if a claimant’s base-
period wages are less than the amount needed to qualify for a weekly benefit
amount corresponding to the claimant’s high-quarter wage but are enough to
qualify for any benefit amount, this lower amount becomes the weekly benefit
amount. Vermont also added a stepdown provision but limited it to the next
lower benefit amount. South Carolina deleted such a provision.

Alabama deleted the requirement that a claimant must have worked less than
160 hours and earned less than $180 during the. 3 weeks immediately preceding
unemployment. )

The New Hampshire and Washington increase and the Maine decrease in
qualifying wages resulted from an increase in the minimum weekly benefit amount
in the first 2 States and a decrease in Maine. Florida increased the minimum
weekly benefit amount and also decreased the multiple of the weekly benefit
required to qualify for the first 8 brackets of their benefit schedule.

Five States (California, Illinois, Kansas, Minnesota and Texas) increased the
amount of earnings required to qualify for benefits and Nebraska retained the same
qualifying wage amount but modified the manner in which such wages must be
distributed in the base period. Utah changed from requiring an amount equal to
16 percent of the average State annual wage and 19 weeks of employment to
re%iring $400 and 19 weeks of employment.

ansas and Tennessee also made it more difficult for some claimants to qualify
by requiring earnings since the beginning of the preceding benefit year; Kansas
earnings equal to 8 times the weekly benefit amount and Tennessee earnings equal
to 4 times the weekly benefit amount.

MAXIMUM WEEKLY BENEFIT AMOUNT

The emphasis in State legislatures this year, as in recent years, continued to bz
on increasing the maximum weekly benefit amount rather than extending the
duration of benefits. Thirty-two States (including Alaska and Hawaii), more
than in any prior legislative year, increased the basic maximum weekly henefit by
amounts ranging from $1 to $10. In 3 States and the Territories of Alaska and
Hawaii the increase was $10; in 11 States it varied from $5 to $8 and in the remain-
ing 16 States, it was only $1 to $4. Two other States which did not increase the
basic maximum weekly benefit amount increased the maximum augmented benefit
for claimants with dependents. .

Maximum basic weekly benefit amounts now range from $24 in Virginia to
$36 in New York and Wisconsin and $45 in Alaska. Prior to the 1955 legislative
sessions the range was from $20 to $35. Sixteen States with 51.2 percent of the
1954 covered workers now have a basic weekly maximum of over $30. Prior to the
1955 legislative sessions 2 States with only 2.3 percent of the covered workers .
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had maximums of over $30. Sixteen other States with 18.5 percent of the covered
workers now have & $30 maximum. Thus, as & result of the changes enacted in
the 1955 legislative sessions 32 States with 69.7 percent of the covered workers
have a mazimum of $30 or more, as compared with 20 States with 59.9 percent
of the covered workers prior to the 1955 sessions. It appears significant that the
irend toward weekly benefit maximums of over $30 has occurred in the 16 States

which account for over one-half of the covered workers.
Following is a tabulation of maximum weekly benefit amounts by number of
States: No. of
0. 0,

Maximum basic weekly benefit amount: States
2.

3

7

4

2

$30____________ S . 16
7

6

5

1

Below 825 - e mmmmemmmmmmmmemmme

Even with the higher maximum weekly benefit amounts enacted during this
year’s legislative sessions, the maximum weekly benefit amount is 50 percent or
more of the average weekly wage in only 7 States with 12.8 percent of the covered
workers; 40-49 percent in 30 States with 60.9 percent of the covered workers and
below 40 percent in 14 States with 26.3 percent of the covered workers,

DEPENDENTS ALLOWANCES

Illinois added what is in effect dependents’ allowances for claimants whose
weekly benefit amount exceeds $28. Arizona repealed its dependents’ allowances
provision. Alaska decreased by $10 the maximum allowance for claimants with
dependents. Conmnecticut and Ohio increased both the basic and augmented
weekly benefit amount. The Ohio increase in the maximum augmented weekly
benefit amount was from $35 to $39. The Connecticut increase in the augmented
benefit from $45 to $52 results from the limitation in the Connecticut law of maxi-
mum dependents’ allowances to one-half the basic weekly benefit amount. Michi-
gan and North Dakota did not increase the basic maximum weekly benefit amount
but did increase the maximum augmented benefit payable to claimants with de-
pendents; Michigan from $42 to $54 and North Dakota from $32 to $35. In
North Dakota no additional high-quarter wages are required to receive the $2
increase in the augmented maximum. In Michigan, however, the average
weekly wage necessary to receive the additional $12 was increased from $80 to
$106." Nevada amended its law to provide the same allowance for the first de-
pendent as for other dependents but made no change in the basic or augmented
weekly benefit amount.

MINIMUM WEEKLY BENEFIT AMOUNT

Eight of the 32 States which increased the maximum basic weekly benefit
amount also increased the minimum weekly benefit by amounts varying from
$1 to $7, and 1 State decreased its minimum amount by $3. The minimum
weekly benefits in State laws vary from 50 cents (payable in $5 amounts if the
computed rate is less than $5) to $17. Twenty States now provide a minimum
basic weekly benefit of $10 and 3 others a higher minimum,

COMPUTATION OF BENEFIT AMOUNTS

Tn most of the States the formula for determining the weekly benefit amount
was merely extended up to the new maximum. Oregon and Pennsylvania,
however, made significant changes in their benefit formula. Oregon changed
from an annual wage formula in which benefits are computed as a percentage
of annual wages to a high-quarter formula which bases benefits on wages in the

uarter of the base period in which wages are highest. The fraction adopted by
%regon was one twenty-sixth of high-quarter wages. Also of significance was the
Pennsylvania change from one twenty-fifth of higher-quarter wages to the greater
of one twenty-fifth of high-quarter wages or 50 percent of full-time weekly wages.

Ten States modified their existing benefit formulas. As a result all claimants
eligible for benefit amounts below the maximum will receive higher benefits in 2
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States but only some claimants in 5 other States. Two other States lowered
benefits for most claimants eligible for benefit amounts below the maximum.
In another State the change in the weighted schedule lowered benefits for some -
claimants and increased them for others. :

PARTIAL EARNINGS ALLOWANCE

Nine States increased the amount of earnings disregarded in computing the
weekly benefit for partial unemployment. Twenty States now provide an
earnings allowance in terms of dollars which is uniform for all claimants; the
amount of the allowance varies from $2 in 8 States to $15 in 1 State. Six State
law express the allowance as a fraction of the weekly benefit amount varying from
one-fifth to one-third of the weekly benefit amount. TFour States provide that the
full weekly benefit is paid if the wages earned are less than one-half of the weekly
benefit amount and one-half of the weekly benefit is paid if the wages earned are
as much as one-half but less than the full weekly benefit amount.

WAITING PERIOD

The 2 remaining States which required a waiting period of 2 weeks reduced the
waiting period to 1 week. Texas eliminated the waiting period. Four States
now require no waiting period.

MAXIMUM WEEKS OF DURATION

Beven States with 12.2 percent of the covered workers increased maximum
‘weeks of duration by 2 to 6 weeks. Significant was the Pennsylvania change
from a 26-week variable period to a 30-week uniform period. Thus, Pennsylvania
becomes the first State to allow 30 weeks of benefits for all eligible claimants.
Five other States now provide 26 weeks of benefits for all eligible claimants.
In 20 other States some claimants may receive benefits for a maximum period of
26 weeks and in another State for 26} weeks. The 27 States with a maximum
potential duration of 26 weeks or more account for 73.3 percent of the covered
workers.

Delaware changed from a duration fraction of one-quarter of base period wages
to 26 percent thereby increasing duration for claimants. Illinois decreased
the percentages used in its weighted duration schedule and also provided that
claimants with base period wages of $2,975 or more are eligible for the maximum
duration of 26 weeks. Texas increased the duration obtainable for all claimants,
except those eligible for maximum duration, by increasing the duration fraction
from one-fifth to one-quarter of base-period wages. South Carolina changed
from a uniform 18-week duration period to a variable period with a minimum of
10 and a maximum of 22 weeks and a duration fraction of one-third of base-pay
wages. lowa amended its law to allow base-period wages up to $600. previously
$450, per quarter to be used in computing duration.

Ten States increased and 4 decreased the minimum weeks of duration for
claimants eligible for the minimum weekly benefit amount.

BASE PERIOD AND BENEFIT YEAR

Alaska and Illinois amended their laws to change both the base period and
benefit year from a uniform to an individual basis, Alaska effective July 1, 1956
and Illinois effective April 1, 1956. Only 7 States laws now provide a uniform
base period and benefit year. Six other States made minor or technical changes
in their base period or benefit-year definitions.

AVAILABILITY

Four States made some change in the availability provision. Delaware added
a proviso to their availability provision so that claimants who become ill or dis-
abled after filing a claim and registering for work are not ineligible for benefits if
no suitable work is offered after the beginning of such illness or disability. Seven
States now have such a provision. Delaware also provided that individuals
involuntarily retired shall be required to be available only for the kind of work
which is suitable for the individual in view of his age, physical condition and other
circumstances. New Hampshire changed its law so that a claimant must be
available for suitable work, and added a provision that a female claimant need
not be available between the hours of 1 and 6 a. m. New Hampshire also added
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a provision disqualifying from benefits an individual who is unavailable for work
outside a home. Wisconsin continued by statute the practice of allowing an
individual up to 6 weeks to seek new work substantially in line with his job skill
and prior pay. Tennessee added a provision to its law specifying that claimants
are not required to actively seek work or make an independent search-for work
other than registering and reporting at an employment office in order to show
evidence of availability.
DISQUALIFICATIONS

This year’s disqualification legislation followed the same pattern as in previous
legislative years. Some States made alleviating changes in the circumstances or
conditions under which benefits are paid or in the length of the period for which
benefits are denied but a number of the amendments were more restrictive in
nature with several States adding reduction of benefit rights equal to the weeks
of disqualification.

Ten States made changes in the disqualifying provisions for all three of the
major causes—voluntary leaving, discharge for misconduct and refusal of suitable
work without good cause. Much more restrictive provisions for all 3 causes were
enacted in 6 of these States but affect only 3.4 percent of the total covered labor
force. Thirteen other States made changes in the disqualification provision for
one or more of the three major causes. KBighteen of these twenty-three States as
well as eight others changed other conditions under which benefits are payable,
such as unemployment due to pregnancy or to marital obligations, receipt of
other remuneration, fraudulent misrepresentation to obtain benefits or involvement
in labor dispute. '

VOLUNTARY LEAVING

Eighteen States amended the provisions of their laws which disqualify from
benefits individuals who voluntarily leave work without good cause. Maine and
Montana made their provisions more restrictive by limiting good cause for leaving
work to that “attributable to the employment” and Hawaii deleted such a pro-
vision. Maine extended the disqualification specifically to a female claimant who
leaves work because of marital duties or claimants who remove themselves from
the labor market where previously employed to an area where work opportunity
is less frequent and also lengthened the disqualification period. Alaska changed
from a variable disqualification period of from 1 to 5 weeks to a flat period of
5 weeks; Oregon increased its flat period from 4 to 8 weeks and Tennessee length-
ened its variable period of from 1 to 5 weeks to from 1 to 9 weeks. South Dakota,
Tennessee, and Vermont added equal reduction of benefit rights, in Tennessee
the reduction is applicable only if the voluntary leaving immediately precedes the
filing of & claim.

Arkansas made its provision less restrictive by reducing its flat disqualification
period by 2 weeks. Illinois enacted a provision making the severity of the
disqualification contingent upon the number of quarters in the base period in
which the claimant had wages. The new provision is less restrictive for claimants
with wages in 8 quarters of their base period and more restrictive for claimants
with wages in less than 8 quarters. Seven other States either added provisos
or technical amendments to their laws the effect of which was to make the laws
less restrictive in four States and more restrictive in three other States. Texas
added a technical amendment to its provision to clarify the date on which the
disqualification period should begin.

DISCHARGE FOR MISCONDUCT

Eleven States amended the provisions which disqualify for discharge for mis-
conduct. Alaska and Indiana extended the present disqualification for discharge
for misconduct to suspension for misconduct as well. Maine increased the vari-
able period for discharge for misconduct from 1 to 9 weeks to 7 to 14 weeks and
added s more severe disqualification for discharge for gross misconduct. South
Carolina extended its variable disqualification period from 18 to 22 weeks to
coincide with the change in maximum duration from 18 to 22 weeks. It also
provided that the disqualification period shall begin with the effective date of the
claim instead of the week of the disqualifying act. Vermont lessened the period
but provided that the disqualification shall begin with the week following the claim
instead of the week of the act and added equal reduction of benefit rights. South
Dakota and Tennessee added equal reduction, but in Tennessee the disqualifica-
tion applies only if the discharge immediately precedes the filing of a claim,
Arkansas changed its variable 6- to 10-week period to a flat 8-week period and
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"Alaska changed from a variable 1- to 5-week period to a 5-week period. Oregon
changed from a variable 4- to 8-week period to a flat 8-week period and added
reduction of 4 to 8 weeks. The severity of the disqualification in Illinois depends
upon the number of quarters in the base period in which the claimant had wages;
less restrictive for claimants with wages in 3 quarters of their base period and more
restrictive for claimants with wages in less than 3 quarters. Texas made a tech-
nical amendment to its provision to clarify the date on which the disqualification
period should begin.
REFUSAL OF SUITABLE WORK

Fifteen States amended the disqualification for refusal of suitable work pro-
visions of their laws. Alaska changed from a variable disqualification period
of from 1 to 5 weeks to a flat period of 5 weeks. Oregon increased its flat period
from 4 to 8 weeks; and California increased its variable period by 4 weeks. Ver-
mont and South Dakota added mandatory equal reduction of benefit rights.
Maine deleted its equal reduction of benefit rights provision but increased the
former variable disqualification period with a 5-week maximum to the duration
of the unemployment resulting from the refusal. = Arkansas reduced its flat dis-
qualification period by 2 weeks. Alabama lessened the severity of its disquali-
fication provision by changing from the duration of the unemployment plus
earnings equal to 20 times the weekly benefit amount with equal reduction to a
variable period of not less than 6 or more than 10 weeks with no reduction of
benefit rights. South Carolina limited its disqualification to a refusal of an
offer of suitable work and further liberalized by providing for optional reduction
not to exceed the weeks of disqualification times the weekly benefit amount
instead of optional equal reduction. Utah extended its provision to failure to
apply properly or accept referral to suitable work. Ohio extended the disqualifi-
cation to refusal or failure to investigate a referral to any work. Texas limited
the refusal to the current benefit year and provided that the disqualification
begin with the week following the refusal instead of the week following the
filing of a claim, Illinois changed the disqualification period from the sixth
week following the refusal to the sixth week following the filing of the claim or
until the claimant again becomes employed. Tennessee added a proviso making
its law more restrictive and Nevada deleted a proviso thus making its law less
restrictive. .
OTHER DISQUALIFICATIONS

Five States amended the provision for disqualification for unemployment due
to marital obligations. Alaska added, Nebraska and Wisconsin deleted and
Illinois and Montana made some modification to these provisions.

Nine States amended the provision disqualifying for unemployment due to
gregnancy. Delaware and Wisconsin added such provisions. Seven other

tates amended existing provisions, Alaska and Utah to make it more restrictive
and Arkansas, Connecticut, and Pennsylvania less restrictive. Washington
added a 10-week period before and 4 weeks after confinement to its general
presumption of inability to and unavailability for work. New Hampshire
.?ubstitxi{ted a disqualification for a presumption of inability to and unavailability
or work.

Seven States amended their provision disqualifying from or reducing the
benefits of individuals receiving other types of renumeration. Alabama, Arkan-
sas, Delaware, and Montana deleted certain types of income as disqualifying
Colorado and Wisconsin each added one type. Oregon deleted 1 type but added
4 other types.

Five States amended the labor dispute disqualification provision. Alaska and
Rhode Island made the provision less restrictive; Arkansas, Ohio, and Texas made
the provision more restrictive.

Eleven States increased the administrative disqualifications for intentional
misrepresentation or nondisclosure of material facts in order to receive benefits.
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‘Weekly benefit amount !

For total un-

Earnings  disre-

Total beneflts payable in benefit year

Qﬁgi’iﬁgb‘;’?fﬁsefﬁ)ﬁu(‘,%ﬁ. employment garded in com- Minimum Maximum
State ber times weekly benefit | &, hytation (fraction of ggx?e%gts for eekllz Proportion of
amount unless otherwise | ~ b oot e . e D T Week Wobk
indicated) 1 igh-quarter wages, un- ial unemploy- wages in base eeks ecks
less otherwise indicated)? | arini. | Maxi- ment 4 period 8 of total . of total
mum 3 | mum 3 : Amount| unem- | Amount? | unem-
ploy- ploy-
ment 8 ment
Alabama...__..... 35; and 112.01in 1 quarter. .| 386 - oo uceomomuoamoeao $6 $25] $6. oo ccmmeen| B $70. 00 114~ $500 20
Alaska ... 114 times high-quarter wages | 1.7 to 1.1 percent of annual | $10- 15 3$45- 70| $10_ oo 3310 20 percent 5_.{  150.00 15 [$1,170- 1,820 26
but not less than $450. wages, plus $5 for each de-
pendent up to lesser of
weekly benefit amount -
or $25.
30; and wages in 2 quarters_.| ¥86. - —eoooooamcaieen 5 50. 00 10 780 26
] B0 e meeeam 141 to Y4r 7 70, 00 10 468 18
30 times weekly benefit | M7 t0 386 oceccamcaomaneoot 10| 6.260.00] 926 858 26
amount or 134 times high-
quarter wages, if less, but
not less than $600 nor more
than $750. '
Colorado.._._.___.. B0, . aaaas o] Y88 e eaam 7|8 28- 35| $3- e D F 70.00(810-26 3560- 910(320-26
Connecticut.._._._. 146, plus $3 for each depend- 8 11| 35- 52| $3 | M 120.00| 615 910- 1,352, 26
ent up to ¥ weekly bene-
fit amount. | . -
Delaware ... 30, e e aem Ls 7 350 $2 oo caeeaan 26 percent. ... 77.00] ¢11 910 26
District of Colum- | 1% times high-quarter | }43, plus $1for each depe d- 8 9 330 % weekly benefit | ¥4 __o..oo_ 92.00 114 3780 26
bia. wages; $130 in 1 quarter ent up to $3.3 amount. .
and wages in 2 quarters,
Florida._..co_.___ 30 (184, 23+, and 27 if | Ha to Yheomeenmmmmcam 8 26| $5 u 38.00 44| 416 16
Weekly benefit amount is '
ﬁ, $9, and $10), and wages
2 quar '
Georgla. - ccemmeeean 35 to €5+ and $100 In 1] 385 cemo i 5 28! 6 ccevemenan Uniform. ..eceee-n 100. 00 20 520 20
quarter.
Hawall ... B0 e icmcmmecmmmmmeee] MBB e ceeen b| 35! $2 e ccemeaenf s do .. 100. 00 20 700) 20
Idaho. . cuococcuana- 25 to 38+-; $150 in 1 quarter Mg 7030 % T T 10 30 }é weeklg benefit | 40 to 26 percent 5__|  100. 00 10 780 26
amoun

and wages in 2 quarters.
See footnotes at end of table, p. 164.
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Qualifying wages or employ-

Weekly benefit amount !

For total un-

Earnings

disre-

T otal benefits payable in benefit year

ment in base period (num- employment lg)zlalrtdigg h'}v e%tigly Minimum Maximum
State ber times weekly beneflt Computation (fraction of benefits for par- | Proportion of
anéour%t dl)n:less otherwise ﬁ -quarter wages, un- tial unemploy- | wages in base Weeks Weeks
indicatef less otherwise indicated)? Mini- | Magi- | ment period of total of total
mum ? | mum Amount| unem- | Amount$ | unem-
ploy- ploy-
ment ¢ ment
Illinois " oee ... $550; and $150 In other than | 140, plus allowance of $0.50 $10] $28- 40] $2_ e 39 to 32 percent 5__{ $215.00{ ¢21--| $728- 1,040 ‘28
high quarter. to $12 for claimants with
1 to 4 dependents and
high-quarter wages of
$573.01 or more.
Indiana..........__ $250; and $150 in last 2 quar- T S, .- 10 30| $3fromotherthan | M_____._._.__.___.. 62. 00| 6+ 600
ters. regular em-
ployer.
Towa o 20 Y0 e 5 - 33.33 64- 720 24
Kansas. ... $200 in 2 quarters or $400 in V.»s up to 50 percent of State 5 67.00] °©134- 640 20
1 quarter. average weekly wage but
not more than $32.
Kentucky. $300 --| 2.6 to 1.2 percent of annual 8 208. 00, 26 728 26
wages
Louisiana__....___. 1) I 7. S 5 50. 00, 10 500 20
Maine. $300__- 2 to 1 percent of annual [ 138.00 23 690 23
Maryland...._...__ 30; and $156 in 1 quarter...__ }éa, plgs $2 for$8 each depend- 6~ 8 45.00 7+ 780~ 988 26
ent up to
Massachusetts....._ $500_ - oo e %0, plus $3 for each depend- 7- 10 150.00] 4214 650-(» 26
ent but total may not ex-
ceed average weekly wage.
Michigan..._._....._ 14 weeks of employment at | 63 to 41 percent of average | 10- 12| 30- 54 Ug 14 weekly | 34 weeks of em- 95. 00 94| 780~ 1,404 26
more than $15. weekly wages.$ enefit amount.4 ployment. .
Minnesota. Y. | 2.2 to 1.1 percent of annual 12 33 $6. ccee.. 42 to 29 percent 5__ 216.00 18 858 26
wages.
Mississippi. ..---... 80 e e .......................... 3 30| $2. 16 480 16
Missouri__ -{ Wages in 2 quarterss_...____ e ¢9 25| $4. ® 600 24
Montang. .._......_ 134 times high-quarter wages Ms to %u .................... 10 26) (19)_. 20 520 20
and $170 in 1 quarter.
Nebraska_____.____. $300 in 2 quarters with at | %1 t0 348.c oo, 10 28 UE 14 weekly 10 560 20
least $100 in each of such enefit amount.¢
quarters,
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Nevada -

30.

New Hampshire.._.

New Jersey..aoaoa.-

New Mexico. .- 30; and $156 in 1 quarter...__ 46

New York...._._.._ 20 wecks of employment at
average of $15 or more.

North Carolina..... 250 e

North Dakota.....

Oklahoma....._....
Oregon 13________.__

Pennsylvania.______

Rhode Island 13.__._ 30

South Carolina..._.

South Dakota......

Vermont..cceecen-o

Virginia

17 weeks of employment at
$15 or more,

36; and wages in 2 quarters..
20 weeks of employment and
$240,

20; and wages in 2 quarters_.

37 times weekly benefit
amount, or 134 times high-
quarter wages, if less, but
not less than $700.

32 to 42; and $120 in 1 quar-
ter.

1% times high-quarter wages
but not less than $240; and
$120 in 1 quarter.

134 times high-quarter wages

and $150 in 1 quarter or

wages in 2 quarters if base-
period wages are $600 or

more.
40, 50, and 60; and $75 in 1
uart or.,

$375 with $250 in 1 quarter
and $125 in another or $450
with $50 in each of 3 quar-
ters or $1,000 in 1 quarter.

19 weeks of employment
and $400.

30; and $200 in 1 quarter and
14 of wages in last 2 quar-

ters.
25 (164 if weekly benefit
amount is $6).

Seo footnotes at end of table, p. 164.

145, plus $5 for each depend-
ent up to $20 but total may
not exceed 6 percent of
high-quarter wages.

2 to 1.2 percent of annual
wages.

34 of average weekly wage up

to $45 and 36 of average

weekly wage above $45.

67 to 51 percent of average
weekly wage.

2. 4 to 1 0 percent of annual

%4 plus $1 to $3 per depend-
ent by schedule $3 to $9.
Uy to 335, plus $3 for each

dependent up to $6.

0

145 or 50 percent of full-time
weekly wages, whichever
1s greater,

18140 Y46 oo e eemeaeaee
e

146

142 80 386 cecmacceeeneeee

¥es --

10
10|

7- 10|

10- 13

10,
15

10

10,

10

30- 50] $5 14,
32 3 e Uniform__._.____.
35 Uge 3% weekly | 34 weeks of em-
noﬁt amount.4 ployment,
30| $3. | B
36| (1) Umform ..........
30| $20 e do. .o
26~ 35| $3emmcccccacmanen
33-39] $2. oo
28| $7 e oan
35 }é weekly benefit
amount.
35] $6-caccnaomaaun Uniform. .. ccouan-
30] 85 - 35 to 27 percent__ .
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TaBLE 1.—Significant benefit provisions of State unemployment insurance laws, Oct. 2, 1955—Continued

Weekly benefit amount ! Total benefits payable in benefit year
eos For total un- Earnings disre-
Qualifying wages or employ- employment garded in com- Minimum Maximum
ment in base period (num- puting weekly
State beroglnzeige;kmhbinegg Computation (fraction of benefits for par- | Proportion of
‘."néi [.l‘,e a1 e erw high-quarter wages, un- tial unemploy- | wages in base Weeks Weeks
Indica! less otherwise indicated)? | priv: | araxi. | ment* period & of total of total
mum ? | mum * Amount| unem- | Amount? | unem-
ploy- ploy-
ment 8 ment
Washington._._____} $800 2 to 1.1 percent of annual $17, $35) $8 - oiomes 26 to 29 percent 5__| $204. 00 12 $910 26
wages.
West Virginia.._..__ $500. 1.8 to 1 percent of annual 10 80) $6. e Uniform._...____.. 240. 00 24 720 24
wages. .
Wisconsin._.o.ooo.. 14 weeks of employment at | 69 to 51 percent of average 10, 36| Up to 14 weekly | 7/10 weeks of em- 100. 00| 10 954 2634
average of $13 or more. weekly wage. benefit amount.4 ployment.
Wyoming. . .o_.... 26; and $200 in 1 quarter_..__ 341 to 145, plus $3 for each | 10- 13| 30- 36] 14 weekly benefit | 31 to 28 percent ¥, . 80. 00 8 780- 936 26
dependent up to $6. amount.

1 Weekly benefit amount abbreviated in columns as wha;,

2 When State uses a weighted high-quarter formula, annnal-wage formula or average
weekly wage formula, approximate [ractions or percentages are figured at midpoint of
lowest and highest normal wage brackets, When dependents’ allowances are provided,
the fraction applies to the basic benefit amount.

3 When 2amounts are given, higher includes dependents’ allowances except in Colorado
where higher amount includes 25 percent additional for claimants employed in Colorado
by covered employers for 5 consecutive calendar years with wages in excess of $1,000
per year and no benefits recelved; duration for such claimants is increased to 26 weeks.
Higher figure for minimum weekly benefit amount includes maximum allowance for 1
dependent; In Michigan, for 1 dependent child or 2 dependents other than a child. In
the District of Columbia same maximum with or without dependents. Maximum
asugmented payment in Massachusetts not shown since any figure presented would be
based on an assumed number of dependent children. In Alaska the maximum for inter-
state claimants is $25 and no dependents’ allowances paid. -

¢ In States noted full weekly benefit is paid If earnings are less than 3 weekly benefit
and 34 weekly benefit amount if wages are % weekly benefit but less than weekly benefit.

5 In States with weighted schedules the percent of benefits is figured at the bottom of the
lowest and of the highest wage brackets; in States noted the percentages at other brackets
are higher and/or lower than the percentages shown.

¢ Figure shown applies to claimants with minimum weekly benefit and minimum
qualifying wages., In Delawareand Utah statutory minimum. In California minimum
duration at other levels is 15 weeks and minimum potential benefits $300. In Illinofs,
statutory minimum of 10 weeks not applicable at minimum weekly benefit amount.
In Texas, alternative qualifying wages of $250 in high quarter and $125in another quarter
may yleld benefits of $10 per week for 9-- weeks or $94. In other States noted, if quali-
fying wages are concentrated largely or wholly in high quarter, weekly benefit for claim-
ants with minimum qualifying wages may be above minfmum weekly benefit amount
and consequently weeks of benefits may be less than the minimum duration shown.

7 Effective Apr. 1, 1956,

8 If benefit is less than $5, benefits are paid at the rate of $5 a week; no qualifying wages
anod530 minimum weekly or annual benefits are specified,

cents.

19 No partial benefits paid, but earnings not exceeding the greater of $15 or 1 day’s
work of 8 hours are disregarded for total unemployment.

11 Partial benefits are ¥4 of weekly benefit amount for each of 1 to 3 effective days. An
“effective day” is the 4th and each subsequent day of total unemployment in 8 week for
which not more than $36 is paid. .

12 Effective Jan. 1, 1956,
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Senator SPAREMAN. Furthermore, we have asked others to contrib-
ute their comments on the area of discussion we have had this after-
noon. I shall read the list of those who have sent in statements which
will be included in the record: ’

Pearl Bierman, medical care consultant, American Public Welfare
Association.

Frank Dickinson, director of research, American Medical Associa-
tion.

Andrew Marrin, chief, Bureau of Vocational Rehabilitation, State
Department of Education, California.

Percy J. Trevethan, executive secretary, Goodwill Industries of
America, Inc.

Henry Viscardi, President, Abilities, Inc.

Kenneth Williamson, director, Washington Service Bureau, Ameri-
can Hospital Association.

(The statements are as follows:)

REviEw oF CURRENT Sociar HEALTH INSURANCE AND GOVERNMENT WELFARE
PROGRAMS TO INCREASE EcoNoMIC SECURITY: ANALYsIS oF UNMET NEEDS—
HeaLtH PROBLEMS AND HEALTH CARE FOR THE NEEDY

Pearl Bierman, Medical Care Consultant, American Public Welfare Association

The American Public Welfare Association is the national organization of local
and State public welfare departments and of local, State, and Federal welfare
personnel, Its membership includes administrators, board members, and workers
from all States and Territories. Affiliated with the association are the National
Council of State Public Assistance and Public Welfare Administrators and the
National Council of Local Public Welfare Administrators. The association
therefore represents a membership of agencies and individuals who have had
direct experience with some of the problems that are being considered by the
Subcommittee on Low-Income Families and who have had, particularly, extensive
experience with the health problems of and the provision of health care for the
needy.

Because of the extensive and complicated nature of these health problems and
the great need to improve the care provided for sick and dependent persons, the
American Public Welfare Association, for many years, has had a medical care
committee representing administrators, workers, and technicians in the health
field. In addition, 3 years ago the association reactivated the staff position of
medical care consultant in order that specialized staff services might be available
to public welfare agencies and their staffs. It is evident, from the association’s
contacts with operating programs throughout the country, that health problems
in the public welfare programs are on the increase rather than the decrease.

RELATIONSHIP BETWEEN SOCIAL INSURANCE AND PUBLIC ASSISTANCE

The American Public Welfare Association has long supported extension of the
contributory social-insurance programs and measures to improve the benefit
levels so that these would be better related to rising wages and standard of living,
Public welfare administrators are eager to support any measures which will
reduce the assistance loads and their drain on tax funds. The economic, social
and individual advantages of & contributory system, which is self-financing and
entitles the beneficiary to payments, are obvious. When most individuals and
most situations of economic insecurity beyond the control of individuals are
covered in this way, public assistance can assume its rightful residual role, meeting
unusual situations in a flexible and individual way.

-

DISABILITY INSURANCE

Contributory social insurance has proved the best governmental method to
assure maintenance of income for individuals and their families during periods
when work is impossible or unavailable for them. This country has made great
strides in the past 20 years in moving toward such income maintenance for persons
who are unemployed or who have reached retirement age, or for the dependents
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of the retired or deceased worker. There is, however, no nationwide program of
protection through insurance against loss of earnings due to disability. The
American Public Welfare Association has long endorsed the principle of insurance
which would provide income maintenance for persons with permanent and total
disability. Public welfare programs throughout the country are sadly familiar
with the cost, both in individual dependency and in charges against tax funds of
chronic illness and long-time disability.

Prolonged total disability is one of the chief causes of poverty in this country.
When the wage earner, usually the father, is so seriously disabled that he is no
longer able to work, financial problems immediately arise and the mother and the
children in the family must soon turn to other sources of income. Perhaps the
mother tries to find work. Perhaps older children leave school and look for jobs.
The family’s savings rapidly disappear. Eventually, and far too frequently,
they may become dependent upon public assistance. Over three-quarters of a
million persons on the federally aided public assistance rolls receive help because
of disability. An additional one-third of a million persons receive State and locally
financed general assistance because the individual himself, or the person who would
normally support the family members, is disabled. Private charities and relatives
care for uncounted thousands more who are in need because disabilities keep them
from working. Estimates indicate that more than 2 million potential workers
have been totally disabled for more than 6 months, and that only a few of these
have sufficient resources to remain self-supporting for any length of time.

Private insurance protection against income loss resulting from permanent and
total disability is not available to most people, either because of the cost of such
private insuranca policies or because the individuals are not first-class risks. Some
union contracts and private employers’ plans provide disability benefits, but these
are generally limited and require that certain eligiblity requirements be met.
Under some circumstances, veterans, railroad employees, and some employees in
State or Federal Government work can draw cash benefits if they become totally
disabled. Most workers who are injured on the job or suffer work-connected
illnesses can draw benefits under State workmen’s compensation laws, but work-
connected illnesses and injuries make up only about 5 percent of all total disa-
bilities. For most people, serious disablement which makes work impossible also
means loss of savings and other assets and, if the disability is prolonged, eventually
requires turning to public assistance.

Some groups have raised objections against the establishment of a Federal
program of permanent and total disability insurance benefits, stating that life-
insurance and group-insurance experience with disability income benefits has been
unfavorable. It is true that, in the early years of experimentation with such
insurance coverage, companies failed to set adequate reserves, paid excessive
benefits, permitted adverse selection of risks, and engaged in many other unsound
underwriting practices. Companies with efficient operations and an adequate
rate structure have had successful experience. Claims rates have proven to be
reasonably predictable, and evidence from public programs, such as railroad and
veterans retirement plans, shows that benefit and administrative costs can be
controlled.

Another objection to disability insurance has been the claim that a disability-
insurance program would discourage persons from undertaking appropriate
rehabilitation measures since they would then become ineligible for disability
benefits. On the contrary, social insurance can greatly facilitate the rehabilita-
tion of disabled persons. Guaranteeing the security of the worker and his family
during the rehabilitation process will encourage the disabled worker to agree to
rehabilitation. The disabled person is better able, both financially and emotion-
ally, to participate in a rehabilitation plan when he knows his family is financially
secure. The experience of the Federal-State vocational rehabilitation program
has indicated that moderate amounts of income maintenance during disability
play an important part in encouraging the patient to undergo treatment and learn
new skills. It must be recognized, too, that the modest benefits in a Government
disability program would not encourage a person who is able to work to give up a
much larger income from regular employment.

The Commission on Chronic Illness, a national private organization devoted to
consideration of planning for the chronically ill, has just completed ite recommen-
dations on care of the long-term patient. The Commission’s recommendation
with respeet to maintenance of income reads: ‘“A variety of devices has been
developed through which income is maintained, in whecle or in part, for some long-
term patients. They include: voluntary insurance plans, workmen’s compensa-
tion, nonoccupational disability insurance, old-age and survivors insurance, and
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public assistance. These methods should be continued and their use further de-
veloped with particular reference to the long-term patient. For example, old-
age and survivors insurance, with suitable safeguards, should be extended to in-
clude income maintenance for persons whose loss of income is due to long-term
illness or disability. * * * This extension should be designed to stimulate maxi-
mum rehabilitation and provide economic incentives to return to work.” The
American Public Welfare Association, as one of the four national organizations
which founded the Commission on Chronic Illness, is in complete agreement with
this recommendation.
PUBLIC WELFARE PROGRAMS

There is earlier reference in this statement to the large proportion of persons
receiving public assistance who have disabilities of varying kinds and degrees,
and who, in many instances, have initially turned to the public assistance pro-
grams because of their health problems and the relationship of such problems to
their need for financial assistance. There is great need for expansion of programs
and services which will help recipients of public assistance achieve the maximum
feasible level of self-care, adjustment, or self-support. ~Gaps in existing programs
make it impossible to achieve this objective in all parts of the country.

The present provisions of the Social Security Act limit Federal financial partici-
pation in assistance payments and in vendor payments for medical care to totals
within ceilings for each of the four categorical programs (aid to the blind, aid to
dependent children, aid to the permanently and totally disabled and old-age
assistance). The Federal matching formula, therefore, is such that the Federal
Government is able to participate in only a relatively small portion of the costs
of medical care needed by public assistance recipients. A study made by the
American Public Welfare Association in 1953 indicated that there were only 17
States in the country in which the State helped the localities to finance the total
cost of essential medical care for needy persons benefiting from these categorical
assistance programs. The localities, usually the counties, in the remaining States
were the only resource to which these needy persons could turn for help when their
medical requirements exceeded the amounts in which the Federal Government
and the State would participate financially. The local units are frequently unable
to bear this burden. There is urgent need for adequate financing, by Federal,
State, and local governments, of the essential services and supplies needed by sick,
needy persons. In general, it seems advisable for administration of such medical
care programs to be under the same general auspices as the assistance programs,
although in one State and a small number of local units this responsibility is
carried by the public health department rather than the public welfare agency.
The American Public Welfare Association is in favor, therefore, of increased
Federal participation in the costs of medical care provided through the public
assistance programs. A recent policy statement of the association states: ‘“Be-
cause of the large numbers of public welfare clients needing medical care, the
uneven incidence of the need for medical care, and the high and unpredictable
costs for such ecare, the Federal Government should share such costs with the
States on a basis not restricted by ceilings on individual payments established
for the maintenance grants.”’! Legislation is already pending in the Senate
Committee on Finance which would provide a more adequate and flexible method
of financing public assistance medical care. It is hoped that Congress will take
steps to enact legislation of this type. ¢ :

Improved rehabilitation services are extremely important, both in the pre-
vention and treatment of financial dependency due to illness and disability.
Much progress has been made in providing for closer integration of public welfare
and rehabilitation services. Recently, there have been clearer definitions of the
areas of responsibility of the vocational rehabilitation agency and the public
welfare department. The vocational rehabilitation agency is suitably limited
by law to services to persons who can be expected to return to the labor market.
A number of progressive public welfare departments, therefore, have developed
their own programs of rehabilitation services for the individual who either may
not be expected to return to work or who will always be a marginal worker,
but who will lead & more satisfying existence if he can be restored to a maximum
feasible level of self-care. The American Public Welfare Association believes
that the provision of comprehensive rehabilitation services to needy persons not
eligible for such service from the vocational rehabilitation agenecy is a public
welfare responsibility, and that expenditures from public welfare funds are justified

1 American Public Welfare Association, Certain Current Public Welfare Issues—Qrants-in-aid, approved
July 9, 1955, by the APW A board of directors, item 7.
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when the purpose is to assure service which will restore public welfare clients
to the highest possible level of self-care or self-support. The public welfare
department’s role includes community planning and other forms of cooperation
with all other agencies concerned with rehabilitation services ; casework services
which prepare the client for referral to appropriate rehabilitation services; helping
with social, psychological, and financial problems of clients and their families
arising during and after the rehabilitation process; providing and financing suitable
rehabilitation services (which may include any combination of medical care,
casework service, and vocational counseling, training and placement) to clients
not eligible for the Federal-State vocational rehabilitation program; and coordi-
nating the rehabilitation services needed by the welfare client.?

The administrative costs of such important and necsssary services should be
shared by the Federal Government. The Social Security Act is not currently
clear with respect to this Federal responsibility, and the language should be
amended to define the appropriate purposes of each of the public assistance
titles and the services required in connection therewith.

Skilled trained social workers are insufficient in numbers to staff the public-
welfare departments in this country. Many agencies are unable to employ
trained workers even in supervisory positions.. There is great need, particularly
in the public-assistance programs, for Federal help with educational programs,
and the American Public Welfate Association has recommended that Federal
funds be provided to assist States in training professional staff for the State and
local public-welfare programs.3

Another major gap in this country’s public-welfare programs is in the area of
general assistance. That program, financed by State and/or loeal funds, provides
-assistance to individuals who do not qualify for the categorical assistance program.
The American Public Welfare Association has long favored the extension of
Federal aid to the States to include assistance to all needy persons whatever the
-cause of their need, and bas recently reiterated this recommendation.t A com-
‘prehensive assistance program is essential if the public-welfare’ progrems are to
carry out their well-recognized function of helping all needy individuals on an
equal basis. If, however, the Federal Government is not prepared to share the
cost of general assistance at this time, there should be a broadening of the definition
of disability in the program of aid to the permanently and totally disabled to
include all those who are needy because of disability. .

The American Public Welfare Association is in sympathy with the objectives
of this subcommittee and is gratified that, in its study of the problems of the
low-income group, the subcommittee is reviewing the special health problems of
the needy. The association, in discharging its responsibility as the national
spokesman for public welfare, and in fulfilling its function as & clearinghouse of
public-welfare information, has accumulated information which makes it evident
that there is pressing need for better provision of health services for needy persons.
Until and unless such provision is made, it can be expected that the health prob-~
lems of the needy will become more acute and that the number of persons becoming
and remaining dependent because of illness will increase. As the Nation is
concerned with conserving its abundant natural resources, so must thers be
concern with and planning for a similar conservation of the Nation’s great store
of human resources. .

(The exhibits submitted with this statement are in the committee

files.)

RevIEW OF CURRENT SOCIAL INSURANCE AND GOVERNMENT WELFARE PROGRAMS
10 INCREASE EcoNomic SECURITY: ANALYsIS oF UNMET NEEDS

Frank G. Dickinson, Ph, D., director of the bureau of medical economic research,
American Medical Association '

I appreciate this opportunity to present my views on the unmet needs for
medical care to the subcommittee on the problems of low-income fa,mllles._ I
am filing this statement for publication in the record of your committee hea:rmgs
at Senator Sparkman’s request, even though 1 shall not take part in the discus-
sion. Because this arrangement will not permit further cons.ldera,tlon of questions
raised by this presentation, or the expansion of points in which the subcommittee
may be particularly interested, my statement is supplemented by a bibliography
and a number of printed items.

2 The Place of Rehabilitation in the Public Welfare Program, Public Welfare, April 1955, p. 47.

2 Certain Current Public Welfare Issues—Grants-in-Aid, item 4. v
¢ Ibtd, item 2.
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A. M. A. MATERIALS AND ACTIVITIES

This paper has benefited from several sources of information within the Ameri-
can Medical Association. The Council on Medical Service is engaged in apprais-
ing the quality and distribution of medical service in certain communities and
and solving problems in this area as they arise. A number of their published
materials on specific programs are included with my statement for your considera-
tion. I have profited from certain unpublished information of this office, and
especially from the advice of Mr. George Cooley, the assistant secretary. The
bureau of medical economic research, of which I am the director, has conducted a
number of studies on the availability of medical services and on economic factors
which influence their distribution. ~Our published results are included with my
statement.

The American Medical Association is one of five associations in the health field
which participate in the Joint Conference on Medical Care of the Indigent.
Among my enclosures you have a list of these associations and their representatives
to the conference. The representatives have agreed upon a statement on tax-
supported personal health services for the needy which is being offered for the
official approval of the participating associations. The conference has made
available to me certain information which I pass on to you. I cannot, of course,
claim to anticipate their further findings. Buoyed up by the advantage of good
counsel, T nevertheless offer these remarks as an economist in my own right.
Having enjoyed the benefits of academic freedom since the beginning of my career,
T am happy to accept the responsibilities which accompany this privilege.

The polestar of your symposium is the effort to cure the chronic low-earnings
experience of certain groups. T his approach presents the initial problem of iden-
tifying the group which suffers chronic low-earnings experience, which is no easy
matter. One common error in this type of effort is the failure to observe the
relationship between age and income level. Individuals in low-income groups
are not homogeneous. They include the young people who are newly embarked
upon their working lifetimes and the aged living in retirement as well as those for
whom low earnings are a serious and persistent problem. This fact should be
given due consideration in the study of unmet needs for medical care among low-
income families.

UTILIZATION OF PHYSICIAN SERVICES

Tt has been observed that utilization of physicians’ services is somewhat greater
among members of the lower-income groups. It should be remembered that
obstetrical and pediatric expenses play a relatively larger part in the family
budgets of those in the earlier years of married life—the low-earning years. By
far the larger part of these expenditures are associated with perfectly normal life
processes and are not indicative of disease or trauma. Failure to recognize this
will lead to a greatly exaggerated notion of the coincidence between morbidity and
low income.

On the other hand, it is certainly true that illness is to some extent associated
with low income. A reasonable case can be constructed placing the onus of
causation upon either low income or morbidity. Ogburn ! goes so far as to assert
that the rise in standards of living in this country, quite apart from medical
progress, has accounted for a 25 percent decrease in infant mortality. In his
discussion infant mortality was used as a convenient handle with which to grasp
the incidence of disease. To the extent that such implications are justified,
health may be expected. to improve as financial problems are successfully dealt
with.

_ T wish, however, to take up the other alternative, and discuss the contribution
that is made, or may be made by health care in solving the proplem of the low-
earning group. 11l health is in some cases among the constellation of causes for
chronic low-earnings experience. Your committee will have to deal with such
diverse factors as instability of employment conditions—depressed areas and
misallocation of labor resources on a national basis, as well as many highly
personal factors. A worker may fail to achieve a sufficiently high or stable income
because of lack of ability which in the tractable cases will respond to increased
education or training, but will be more stubborn if it arises from a deficiency in
physical and intellectual endowment. Lack of motivation to seek and hold a job
is a factor in many an individual case of low income, to which no satisfactory
solution has been found. Poor physical condition is significant in other cases
of absenteeism and poor performance. Sickness or diasbility of a worker or his

1 Implication of the Rising Standard of Living in the United States, William Fielding Ogburn in the
American Journal of Soclolegy, vol. LU, No. 6 (May 1955), p. 543.
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family is a well-known cause of financial distress™which needsTno elaboration.
So regardless of the importance of health standards infrelation to other factors,

it is recognized that this is a field where we can take steps to improve such
unsatisfactory conditions as do exist,.

HEALTH FACTORS

A great many specific and controllable factors influence health, which may be
grouped within the categories of nutrition, housing, hygiene, medical care, and
health education. When family expenditures for food, clothing, and shelter are
reduced below a certain point health standards will suffer and this tends to
perpetuate the low-earnings pattern. The consumption of medical services does
not, however, bear the same relation to family income as the consumption of
other health-related goods and services. The medical and health professions are
unique among all occupational groups in that they give their services free of
charge or at bargain rates to those who need them but cannot pay. There is no
such practice among grocers, plumbers, or automobile manufacturers. People
truly need a great variety of things to sustain life and to make it worth living;
yet medical needs alone, of all human needs, are served regardless of economic
demand.

The responsibility of attending the indigent sick falls upon various groups.
In the array of medical services consumed by the sick, the expense of providing
physicians’ services is absorbed by the members of that profession. Hospitals
and their philanthropists shoulder the financial burden of hospitalization and
outpatient care. Public health and welfare agencies fill in the gaps. The gov-
erning postulate to all who take part in providing these services is that no one
must go without, .

At this point it seems appropriate to reconsider the difficulty of designating or
enumerating the recipients of medical assistance. Income data do not provide
adequate information to determine need, failing as they do to take into con-
sideration a host of qualifications such as income received in kind. It is fortunate
indeed that this puzzle, which seems virtually impossible when viewed through
national statistics, can be successfully dealt with at the local level. The removal
of analytic and organizational difficulties imposed by the national aggregate
approach exposes the problems to attack by caseworkers who are in a position
to diagnose and dispatch them.

SMALL FEES OR NO FEES

The care of the indigent is perhaps the most significant factor in shaping the
present practice of medicine. Many if not most physicians in private practice
make donations to this cause, Some devote certain hours each week to the care
of charity patients and outpatients in hospitals. The practice of adjusting fees
according to ability to pay is well known. Physicians also absorb some costs of
illness in & less obvious manner—noncollection. The formal aspects of the care
of the indigent are seen in teaching hospitals. Ward and charity patient care is
the cornerstone of medical education. The institution of internship serves a
dual purpose. The advanced student is afforded a period of priceless clinical
experience under expert supervision, and his virtually unpaid services are received
chiefly by the indigent. Recently, concern has been expressed for the conse-
quences to medical education from the declining numbers of ward patients, a
result of the increasing use of hospitalization insurance. Free medical care in
teaching hospitals and their outpatient services should not be looked upon only
as charity, because of the service rendered to medical education by the patients.
As a result of this system, the need for medical care is doubtless the best served
of all those human needs that bear upon the health of the poor.

HEALTH EDUCATION

The most promising remaining method of raising health standards among low-
income groups is that of education. Even at present income levels many families
could improve their level of living through different allocation of income. To
some extent, this possibility depends upon increased understanding of the prinei-
ples and value of proper nutrition, sanitation, and health -habits. A theoretically
adequate family income does not produce an acceptable standard of living if it
is being spent upon gambling, alcohol, or entertainment, to indulge in horrible
examples,
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Continuing unmet medical needs can be dealt with in part through efforts to-
increase utilization of medical service facilities already in existence. It is difficult.
to estimate how many cases of disease are subjected to unnecessary neglect be-
cause of actual indifference. Good health is by no means so important to all of-
our citizens as it is to us who are intent upon this problem. As a Nation, we are-
conditioned to regard tiptop physical condition as something of an ideal. Yet.
there are individuals among us who tolerate mysterious, distressing, or unsightly:
conditions for long periods of time without seeking relief. Active efforts to.
remedy this situation through inecreasing health consciousness would improve-
both the physical and economic well-being of such individuals.

Still other cases of unnecessary suffering result from ignorance. Nonutiliza--
tion of medical-care facilities is to some extent governed by local custom resulting:
from failure to publicize their value and availability. Superstition persuades.
some persons to dose themselves with traditional nostrums or to take their troubles.
to illegitimate practitioners. Delays caused by these practices and the unfor-.
tunate consequences of unwise treatment may greatly reduce the chances for-
successful therapy once competent medical attention is sought. The fine educa--
tional programs of the American cancer societies, -the National Tuberculosis.
Association, and the National Foundation for Infantile Paralysis demonstrate
the value of bringing the story of medicine to the people. I believe that the chief-
existing unmet needs in the field of medical care, and to a great extent in the.
broader field of health care for the indigent, can best be met by an educational.
campaign which will make people aware of the economic value of good health and.
will acquaint them with the means of securing it.

PEOPLE NEED EVERYTHING

To confine this discussion of unmet needs in medigal economics to health prob--
lems and health care of the indigent, however, would be skirting the real issue of’
today. ‘“The poor ye have with you always,” and [we of] the medical profession
and its subsidiaries are accustomed to the special problems that arise in this.
realm, and to its rewards. The practice of medicine is geared to this responsibility.
I should like to turn now to a more timely issue.

Students of medical economics have long recognized the existence of a group
midway between the indigent and those fortunate persons who are always able
to meet financial emergencies from their own resources. This group may be
designated the ‘“‘medically indigent.”” Many of them are self-sufficient under-
ordinary circumstances; they provide for their own daily needs out of current.
income and regularly put aside savings against a rainy day. But even people
who have enough money for food, clothing, shelter, and television often face-
financial embarrassment when presented with the bills for an unexpected illness.
In most such cases it is not the size, but the suddenness of the financial drain that
is a problem. Statistics show that medical expenditures in most families during-
a given year are a small percentage of income, but they are frequently inopportune-
in occurrence.

The medically indigent group today differs from that of a century ago by the-
development of two factors: medical progress and health insurance. Medical
progress has had a twofold economic effect. It has brought better and cheaper-
attention within the reach of all our citizens, and the increasing refinement of"
medical science has brought concomitant cost increases in cases of severe or
prolonged iliness. This fact may send a few patients to the poorhouse even as it
saves them from the grim reaper. It must be emphasized that for the average-
patient the advance of medicine has meant a less expensive, as well as a safer,
surer cure. But for Lazarus, brought back from the grave by modern medical:
miracles, this is cold comfort. Compounded with medical expenses, he must face
the loss of income during his period of disability. The care of an invalid or
convalescent often falls upon the members of his family, thus drying up other-
sources of income. Health insurance, on the other hand, has reduced the members
of the medically indigent by leveling off the peaks of medical expenditure. The.
many who could not postpay have been succeeded by the few who cannot prepay..

MEDICAL PROGRESS

Viewing these matters in their proper perspective, the march of medicine has:
_yielded enormous benefits to the American people as a group. There is now better
and less costly treatment for almost any given complaint. This also means less.
time lost from the job per illness, on the average. Chances for recovery and for-

69848—55——12
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total recovery are greater than ever before. The flaw in this picture is that some
must pay more for medical care—ironically enough, as a result of medical progress.
In this group are patients who must be hospitalized for long periods of time and
those who require intensive and highly specialized attention. Prolonged or
repeated hospitalization is a more serious problem now that people need no
longer die of appendicitis or diphtheria. They are more likely to survive, thus
later becoming victims of the degenerative diseases.

Other expenses arise because the frontier of medical progress is bordered with
new procedures, new drugs, and new specialties which are expensive. A cure
unavailable 10 years or 10 months ago will be routine tomorrow, but there is an
early period in the life of many therapeutic innovations when they carry a high

rice tag. .
P Man)‘gr changes underlie these medical-economic phenomena. Medical practice
is different. There is new emphasis upon intensive treatment with increased
use of hospital facilities. Enormous increases in the sheer bulk of medical knowl-
edge have forced the development of specialties within the medical profession and
paramedical personnel. The developments of the United States economy and
technology have not been without their implications for medicine. Equipment
used in the diagnosis and treatment of disease is ever more complex, ever more
quickly outmoded by new advances. Hospitals have larger payrolls to meet
today. They employ more janitors, orderlies, and maids, and they must compete
with bids from private industry which have in recent years increased labor’s
share of the national income.
ROLE OF INSURANCE

The functions of health insurance may be grouped under two classifications—the
prepayment function, a budgeting device, and protection from financial emer-
gencies. The former is chiefly a convenience making it easier for families to plan
health expenditures as they do other purchases. Health insurance coverage is an
inducement to seek the services of physicians and other health personnel in
borderline complaints rather than take a chance in order to save the fee. It
reduces the numbers of persons who fall into the medically indigent category
because prepayment makes it easier to finance health needs by spreading out
medical expenditures. The prepayment of small medical expenses, however,
reaches a limit of usefulness. This is true because administrative costs for small
claims are high in relation to benefits. This fact should encourage family spending
units to arrange their own budgets to include minor and routine medical expenses,
rather than insuring against them.

INSURANCE REDUCES NUMBER OF INDIGENTS

The possibility of financing most medical expenditures by family budget allo-
cations leaves unaffected the problem of the medical-financial .catastrophe. This
is the area where private insurance can, and is doing the American public a real
service. Many Blue Cross claims, for example, exceed $5,000: on the average,
four-fifths of the hospital bill is paid. The real future of the institution of medical-
care insurance lies in covering major medical expense. The rapid and successful
expansion of this type of insurance demonstrates its economic soundness. Ad-
ministrative expenses are relatively low, putting protection within the reach of
almost everyone, even those who might be thought in danger of medical in-
digency. Indeed, the pioneers in this field designed their coverage for lower
income groups. Expansion along the lines mapped out by Blue Cross, Blue
Shield, and the insurance companies offering this protection may be expected to
continue at a pace governed by normal economic incentives tempered with
actuarial caution and the safety features of our insurance laws. The insurance
industry seems to have become aware of the cul de sac of comprehensive coverage
with its higher overhead. The public has been oversold on five-and-dime (small
claims) insurance, and it may require some reeducation efforts to wean them
from the idea toward an appreciation of the proper function of health insurance.

ROLE OF PERSONAL SAVINGS

Voluntary health insurance has played and should play a major but limited
role in the financing of medical care. We save for rainy days and one of these
rainy days is illness or accident. The propensity to save is not restricted to any
income class. Some of the low-income families save; some of the high-income"
families do not save. The cornerstone of any program to finance medical care
for its own sake or for the purpose of improving the status of the low-income.
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groups, has been and will be personal savings. (The data in the Fact Book are
not very useful in measuring the potential of these savings.)

(The exhibits submitted by Mr. Dickinson are made a part of the
record and are in the committee files.)

PrysicaL DisaBirity aAND Low INCOME

Andrew Marrin, State Department of Education, Bureau of Vocational
Rehabilitation, California

While the etiological factors which create low income are multitudinous, one
which is readily identifiable and of principal concern is the impact of physical
disability in limiting the individual’s capacity to earn a decent livelihood. ~Cer-
tainly the broad sweeping effects of this factor are reflected in the enormous public
expenditures entailed in maintaining our disabled population and their families.
While the total costs are not readily ascertainable since a considerable portion is
not calculable, a listing of several known expenditures in this area helps to portray
the scope of the problem.!

PUBLIC COSTS OF DISABILITY ARE HIGH

In California alone, with about 8 percent of the Nation’s population, identifiable
public costs for maintaining the disabled in.1954 were in exeess of $360 million
which were distributed among the following programs: $12 million was spent for
aid to the needy blind, about $10 million for aiding families with incapacitated
parents through the aid to dependent children program, and approximately $5
million for supporting the disabled on general assistance, totaling $27 million in
public assistance programs alone. In addition, disability insurance payments
exceeded $38 million and the total incurred losses from injuries covered by
workmen’s compensation was greater than $90 million.

Added to these huge sums were expenditures in excess of $151 million paid to
California veterans in the form of disability compensation and pensions by the
Veterans’ Administration, and more than $60 million to maintain the mentally
handicapped in State facilities. And these staggering figures do not include
either the enormous sums spent in maintaining the disabled in local public hos-
pitals and institutions or the sizable losses in income resuiting from either tempo-
rary or permanent disabilities. In terms of the number of people affected, for
this measurement is also significant, the size of the problem is more readily
understood. Recent studies of a national character have estimated that there
are 2 million disabled adults who could benefit from vocational rehabilitation.?
California’s share of this population which does not include those over 65 nor
less than 16 vears of age is estimated between 100,000 and 150,000 adults. Of the
huge disahled population, only a small proportion apply or are referred for voca-~
tional rehabilitation services. And, furthermore, of those applying only one
out of four are actually accepted for service. Prominent among the many reasons
for rejection are severity of the disability and doubtful rehabilitation prognosis.

The California Bureau of Vocational Rehabilitation has in the past year made
an intensive analysis of its active cases which has brought out some revealing
data on the nature and characteristics of its rehabilitation cases. One of the
reasons for this step is the fact that the statistical program of vocational re-
habilitation agencies has been largely limited to summary reports of caseloads
and somewhat more extensive studies of cases which were successfully rehabilitated
which, in the opinion of many, only tells a relatively small part of the whole story.
California, accordingly, has studied a 50 percent sampling of its entiré caseload
of 5,000 cases as of December 1, 1954, and the following information is derived
from this study. A copy of the report of the study is attached.

DATA ON CALIFORNIA’S REHABILITATION CASES

Certain basic facts about the clients served by the California rehabilitation
agency are pertinent to this discussion. First, these clients present striking evi-
dence of marginal economic status. To document this point, it should be noted

1 In this discussion we refer to physical disability either as a handicap of a physical or emotional nature
which prevents or interferes with an individual’s capacity to earn a livelihood.

1. 8. Department of Public Health, Education, and Welfare, Office of Vocational Rehabilitation,
Number of Disabled Persons in Need of Vocational Rehahilitation, June 1954, p. 1. In a separate California
study it was estimated that 1 million persons were disabled in this State during the entire month of March
1955 (California State Department of Public Health, Illness in California, Current Morbidity Project,
Rep. No. 10, March 1955, p. 1).
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that 42 percent were dependent upon public assistance for support, and these
welfare payments exceeded $3 million annually. In addition, 41 percent were
forced to rely upon their families for support, 16 percent received one or more of a.
cluster of social insurance payments including workmen’s compensation, disability
insurance, unemployment insurance, and disability pensions; approximately 7
percent were subsisting on their dwindling savings, while a negligible number were.
employed at the time they requested services, more than one-half of whom were
earning less than $90 per month.

There were additional and significant indexes of their needs and economic
problems provided by information on their employment history and the length
of unemployment prior to acceptance for service. More than 55 percent had not
worked since their disabilities became employment handicaps, and another one-~
third had sporadie, irregular employment. Approximately two-thirds had been
unemployed at least one or more years at the time they were referred for service,.
and one-sixth were completely out of the labor market. These were people with
many depsndents also, as reflected in the fact over 50 percent had one or more
persons dependent upon them for their economic well being.

Approximately two-thirds were either currently married or had previously
been married and were currently separated because of divorce, death, or separa~
tion and 25 percent were of other than white ethnic groups.

More than half the clients reported that their disability became an employment
handicap before they reached age of 30, many of whom faced the prospect of
countless years of unproductivity unless some rehabilitative assistance was
rendered.

How were they disabled? About two-thirds had disabilities caused by diseases,
one-eighth were congenitally handicapped, and accidents accounted for anothew
one-fourth of the disabilities. The enumeration of the causes of disability mani-
festly suggest that we need to intensify our medical and preventive accident
research programs if we are to lessen the sources of disability and thereby reduce
needless work losses.

Their problems were numerous, for in addition to loss of income and employ~
ability, many reflected the stresses and strains of long periods of inactivity in
terms of family problems, deterioration of health, and problems of social malad-
justment.

RECOMMENDATIONS AND CONCLUSIONS

The effects of physical disabilities are fairly well understood, but the solutions
to the problems of improving the economic status of the people involved are not as.
readily apparent. Several recommendations, however, are almost self-evident.

First, there is continued need for expanding State and Federal programs of
rehabilitation. The economics of successful rehabilitation programs underscore-
this recommendation, since on the one hand it is possible to restore to useful and.
productive lives countless numbers of persons who are currently condemned to an
existence characterized by wasteful neglect and unemployment, and at the same-
time reduce the sizable costs of maintaining the disabled on public assistance
programs. The experience of rehabilitation suggests that tax returns contributed
by those rehabilitated are approximately 10 times the amount spent on the
rehabilitation process, let alone the huge savings incurred by terminating public
expenditures for support. And in order to expand rehabilitation programs it is.
concurrently necessary to increase the number of skilled and trained practitioners:
in the medical, social, and vocational aspects of rehabilitation to keep pace with.
progréug expansion, for without experienced staff, progress in this area will be
impeded.

The passage of Public Law 565 by the 83d Congress was intended to result
in a great expansion of vocational rehabilitation programs which could have.
resulted in greatly augmented service to these low-income groups. There is.
great misunderstanding concerning the actual effect of this law upon vocational.
rehabilitation, and I do not feel this statement would be complete without some-
comments on this problem.

One of the things badly needed was some means of developing a greater degree-
of uniformity among the 48 different vocational rehabilitation programs. As it.
stands, there is wide disparity among the States as to the manner in which they-
conduct their programs and more important as to the particular segment of the-
handicapped population they choose to serve. It is quite possible for a State to.
build up a program with heavy emphasis upon young, minimally handicapped
students who will present the least problem to the agency. Others may choose to-
concentrate on medical care, resulting in a rapid turnover of cases where the only-
service rendered is payment of medical bills. Others may choose to serve the.
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lower income groups who usually are the more severely handicapped. Public
Law 565 actually weakens the influence of the Federal Office of Vocational
Rehabilitation in bringing about any degree of uniformity in selection of cases,
and it is our belief that a reasonable amount of consistency would insure greater
service to those cases whose need is greatest.

Financially speaking, while the dollar appropriations have increased under
Public Law 565, the actual effect has been to greatly increase allocations to the
low-income States while reducing them to the so-called bigh-income States.
Superficially, this appears to be a reasonable approach but in practice it is going
10 mean a much slower development of many State programs since it is going to
be necessary to greatly increase State participation just to hold the line on the
:admittedly ‘inadequate program of 1954, which is the base year. We believe
there is need to reconsider the variable grant formula which is affecting adversely
certain State vocational rehabilitation programs.

Another unfortunate feature of the present administration’s program in this
area is the emphasis upon numbers served without regard to the nature of the
cases served. A goal of 200,000 rehabilitated cases a year has been set which in
the opinion of many will result in an even greater weakening of quality of service
in order to meet a numerical goal. Before any such goals were set, it should
have been apparent that standards for the guidance of the States were necessary
.and these are conspicuous by their absence in the new law and regulations.

Second, it is apparent that the preventive health programs require expansion
and at the same time a wider scope of medical services must be made available
40 the indigent population. 'Too often rehabilitation agencies are confronted with
stark evidence of years of neglect and nontreatment of disabling conditions,
which under a more adequate, comprehensive program of medical care could
have been treated earlier and perhaps ameliorated before assuming such serious
proportions.

Third, educational programs have to be expanded so there becomes greater
awareness and acceptance of the desirability and favorable economies of hiring the
‘handicapped inasmuch as industrial resistance and employer reluctance still
constitute problems in placement.

Fourth, efforts must be undertaken to maintain full employment so that jobs
are available to the increasing numbers of currently disabled persons who are
‘potentially rehabilitable. .

Fifth, it is desirable to maintain for the industrially injured more adequate
programs of workmen’s compensation so that industrial injuries result in less
severe reductions in income.

Sixth, it is desirable for rehabilitation agencies to improve relationships with
potential referral sources, public welfare, disability insurance, and workmen’s
compensation agencies, and others so that the disabled can be referred as early
as possible and thereby retrained and rehabilitated in the shortest possible time.
:and finally, it is necessary to increase our body of knowledge and research
.activities in the field of vocational rehabilitation so that benefits accrued from
.our increasing skills and experience are made available and disseminated to the
;professionals in this field.

These are our proposals and suggestions. Their implementation, in our opinion,
-will result in vast strides in reducing the economic impact of physical disability
.and in lessening the problems of low income which confront this Nation, :

Percy J. TREVETEAN, EXECUTIVE SECRETARY, GOODWILL INDUSTRIES OF
AMmERICA, INC. .

INTRODUCTION

The increasing concern for the maintenance of the welfare of all of our citizens
is fast becoming a national problem of considerable proportion. Forces inherent
in our national economy from both a governmental as well as a private viewpoint,
are placing in a rather sharp focus the conclusion that a stable and satisfactory
national economy must be concerned about the welfare of all of its constituent
groups. The present study of this committee with its emphasis upon the size,
the need, and the development of remedial programs for those who are in the low
income or marginal level, is seeking to project certain procedures which will
improve the standard of living for those with recognized need. The advisability
and timeliness of this study is important and we who are associated with Goodwill
Industries appreciate this opportunity to record our interest in this matter.
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GENERAL STATEMENT

It is clear to all concerned that no single paper can deal adequately with all the
phases of study and areas of observation. The problem is too large for individual
treatment. A valid procedure would seem to indicate the advisability of co-
operative effort and report with evaluation and coordination being reserved for
later action. The importance of this study is clear to all having relationship
to it and in the advent that relief and improvement in living conditions for our
low-income group can be provided, we shall have taken a long and important step
in the improvement of our national welfare. Accordingly, within this area of
reference we would like to record our position.

AREA OF REPORT

In the previous paragraph we indicated, somewhat, the very large scope of
this study and the many segments to be observed and reported on. The experience
of our organization during the last 50 years, for Goodwill Industries were first
organized in 1902 by Dr. % J. Helms, in Boston, Mass., has been related to the
needs of the handicapped. In the early years the range of service was wide but
in these later years, particularly since World War II, our program has been
related to providing vocational training and employment for physically handi-
capped persons.

It is not necessary to set forth the condition of this group. Denied employment
by normal industry, burdened with loss of one or more normal faculties, unwanted
by some of their fellow men, economically dependent upon State or private
charity, they find life both difficult and unrewarding. For them Goodwill
Industries has had a growing concern.

PRESENT STATUS

Beginning with one Goodwill Industries in 1902, there are presently organized
and operating 115 units in the United States. Each local Goodwill Industries is
an aut"nomous organization operating under a charter granted by the State in
which it operates, and having its program of services geared to the needs and
resources in the community. Operating under this democratic procedure, Goodwill
Industries provided training and employment for 23,500 persons in 1954, This
figure represented an increase of over & thousand persons from 1953. About
85 percent of these people were handicapped by blindness, deafness, defective
speech, orthopedic disabilities; mental, emotional, or social handicaps, and age
or infirmity. These workers, whose length of stay with the organization varied
from a few weeks to a longer period according to their need, earned more than
$12 million in wages during 1954. Even more remarkable, they didn’t live on
subsidy for they paid $1,648,000 in Federal social security and income taxes
during the same period. This service was rendered at a cash cost of only $633,124
provided by local Community Chests and community funds.!

Available information indicates that given adequate resources the Goodwilk
Industries’ program could serve, at least, a quarter of a million persons, annually.
Here, within the program of Goodwill Industries, is dramatic proof of the ability
of a privaite agency to multiply resources made available to it in terms of wages
received, taxes paid, and improvement of the welfare of its personnel,

OBSERVATIONS

It appears to us that the following observations may be relevant to this study:

1. The welfare of all citizens is the concern of all Federal, State, and private
agencies. :

2. Resident within our low-income group is the capacity for a considerable
percentage of this number to improve their situation through self-help programs.:

3. Meaningful. useful and valid emplovment is essential for individual welfare.

4. Recognition must be given to the fact that while programs of assistance for
this group may be costly, yet the return by way of economic security and taxes.
paid will exceed the cash expenditures for these services.

5. The task of providing these remedial services is so large, no single agency
can assume the responsibility for service to 4ll. Hence, the necessity for coopera-
tion rather than duplication with full recognition of the responsibilities, contribu-
tions; and services provided by both public and private agencies,

1 Above figures taken from our 1954 annual report.
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6. No study of this problem can ignore the personal factor. A useful, self-
sustaining place in society is the normal aspiration of most individuals. To deny
the opportunity for the attaining of this position and relationship is to establish
economie segregation. In a free and democratic economy there is no room for
such a procedure.

7. And finally, no nation is stronger than its people. If an important segment
of our citizenry is denied an opportunity to be helped into a position where they
can by their own efforts earn a substantial part of the cost of their support, we
are in that sense contributing to a weakening of our national defense. When
necessary billions are being spent for arms, surely resources can be developed to
support programs whose objective is the welfare of the individual. Out of such
service is the moral strength and fiber of a great free nation created and maintained.

Asmiumies, INc.,
West Hempstead, N. Y., October 20, 1955.
Hon. JOBN SPARKMAN,
Chairman, Subcommilttee on Low-Income Families,
Joint Commitiee on the Economic Report,
Congress of the United States, Washinglon, D. C.

My Dear Mr. SparkMaN: I deeply appreciate your kind invitation on behalf
of the Subcommittee on Low-Income Families to present my views as an individual.
for your consideration. In view of the objectives of your committee, it would
seem to me, that the relation between disability and dependency should be em-
phasized. Wher}ever a person is removed from the labor force because of a
disability, that individual, his family, the community, and the Nation experience
a substantial loss. Included in this loss, is income to support oneself and one’s
dependents, purchasing power, payment of taxes and the loss of productive effort.
As a result, the disabled person eventually becomes dependent upon his family,
relatives, or the public. Therefore, disability can become a major cause of
dependency in our country.

It is wrong to believe that disability requires idleness. Through application of
modern rehabilitation techniques, handicapping effects of disability can be .
reduced or overcome, so that most disabled persons have substantial productive
capacity. Rehabilitation is always moving forward. - Advancements in medical
rehabilitation now make it possible to restore disabled persons for industry.
This was not possible several years ago. Examples of this are in paraplegics,
wlio work from their wheelchairs, the epileptic, even in the cases of cerebral

alsy. :

P It is a fallacy to think only in terms of physical fitness with reference to occupa-
tional fitness.” Every individual has certain limitations. These are not only
physical but they include factors such as education, environment, emotion, ete.
Few, if any, jobs require the entire span of human capacity.

Help is needed as far as employer acceptance and public education is concerned.
Our disabled people encounter difficulty in securing employment because of mis-
taken concepts about disability. We need continuing emphasis on reducing
employer resistance until such time as disabled people will be considered on the
basis of their ability to perform a job and not whether they can pass a physical
examination. It is the full measurement of their abilities that will count and not
their disabilities.

We cannot meet the social and welfare problems of the Nation by continuing
to remove increasing number of persons from the labor force, either because of
age or disability and requiring them to become dependent upon the family or the
taxpayers. We must work toward increasing production and to increase produc-
tion means to utilize more and more of our manpower potential, not to relegate-
it to subsidy and idleness.

Regardless of the extent of Federal and public support of rehabilitation, this
effort only attains maximum results when the community itself takes an interest
in ite disabled and decides to do something about it. Industry too, must assume-
a substantial responsibility in the community effort and this includes labor and
commerce as well as industry. In New York City, we have established a Just-
One-Break Committee of substantial businessmen, who are concerned with the-
problem and are doing something about it for the past 6 years. This they accept,
as a community responsibility, which included the reeducation of their colleagues
in commerce, industry and labor, to understand what their responsibilities are to
provide opportunity, not subsidy for our disabled people.

The protection of workmen’s compensation is not entirely adequate in all
instances and in all States to assure the employer of protection since even in the-
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‘instance of second-injury funds, many types of disabled persons are not covered
‘by this type of protection. There is a need for constant attention at the State
level to a revision of the existing compensation laws which would keep pace with
“the programs of rehabilitation being sponsored by the States and Federal Govern-
-ments and by medical rehabilitation sources.

I should like to, with respect, call your committee’s attention to the fact that a

labor shortage, not a surplus, is being viewed by many as the long-term problem

“for the American economy. By 1965, or perhaps before, our population is ex-
pected to reach 190 million, but the proportion of persons from 20 to 64, that is
“the productive working years, will increase by only 8 million, which is less than a
“third of the total increase. This is a result of the low birthrate of the 1930’s.

The handicapped worker, who has frequently been forced to develop special
“talents to compensate for physical disability, will find himself able to compete on
-equal terms with the physically robust, when the job is one of monitoring and auto-
-matic machines, which many people predict will be the work level for that era.

I have attached to this memorandum, a copy of the second annual report of
‘Abilities, Inc., a company employing only severely disabled people. It indicates
-an outstanding record of achievement, productivity and of new wealth added to
‘the community, although all of its people are severely disabled to such an extent
‘that they could not find employment elsewhere. )

I am grateful for the opportunity to submit these comments and T hope that
sthey will be of some use to you and your colleagues on the subcommittee.

Sincerely yours,
He~NrY Viscarpi, Jr.

THE STORY OF ABILITIES AND ITS PEOPLE—2 YEARS OF PROGRESS
(Excerpts from 1952—Second Annual Report—1954)
LETTER TO THE COMMUNITY

When anyone in the past has attempted to predict the long-term future, his
“forecast has turned out to be hopelessly shortsighted and pessimistic. The
. brogress of new courses of action and inventiveness is always underrated.

This company even in the eyes of the handful of men who founded it but 2
.years ago has been viewed with similar myopia. There have been times when we

have forgotten that our economic orbit is not shaped by inventions, Government
-spending, or any of the host of business indicators but by human courage, desires,
-and incentive,

The life of but one disabled American crying out to know his heritage, the sweet
-dignity of a productive life has been our prime concern. No honors, no pensions,

no parades, or subsidy can replace the wishes of every person who has known
-disability, to live and work in dignity, in free and open competition with all the
world. Not as a different person but rather the same as others,

Our employees are crying for this right to be the same. They both want to
‘be and should be considered as the ordinary people they really are, each according
‘to his individual capacities and abilities, each with his compensating qualities
"to offset the extremes of physical makeup, is the same as anyone else in the world.

Today as we reevaluate our experience, rich and unsuspected byproduets are in
-evidence. The accumulated experience of our successes and failures will provide
-& pattern for the utilization of our precious human resources, our disabled people.

It will provide, we pray, an example for other communities to follow.

While we bring dignity and happiness to our fellow citzens, we are defining the
-calculated risk involved in the employment of the disabled. We have established
not only a demonstration of what an aroused community is capable of accomplish-
ing but a laboratory where this unique experience can be analyzed and recorded
“for the benefit of commerce, industry, and labor throughout the free world.

We express our deepest gratitude to our friends and neighbors who have helped
"us to recognize these great principles and to the companies who have guided us
-and have provided us with the opportunity to bid on contracts.

To our employees whose sense of purpose and devotion has allowed us to
-establish this record of achievement, on behalf of the members of this corporation
-and ourselves as well, we extend our thanks,

By order of the board of directors:

August 31, 1954, .

HEenRY ViscaArDI Jr.,
Chairman.
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OUR HISTORY

Two years ago this company was founded in a vacant garage in West Hemp-
stead, Long Island, N. Y. The beginnings were traditionally humble. In
August of 1952, the entire company was Art Nierenberg, now plant superintendent
and Hank Viscardi, president and general manager.

Equipment consisted of an old drafting board, which was strictly a prop bor--
rowed from a neighbor’s cellar, a fly swatter, and a telephone.

When the first employees were interviewed, the junior chamber of commerce
borrowed bridge tables and chairs from the nearby fire company. This was
later supplemented by a desk and some chairs from an abandoned coal yard.

By September of 1952, the first production line was started, lacing cable
assemblies. Three new employees were hired. The company then consisted
of five employees including its president. Among the 5, there was but 1 usable
leg. It belonged to a boy whose other leg was disarticulated at the hip and
whose arm was off at the shoulder. He was affectionately known as the leg
man. He swept up at night. Among the 5 there were but 7 usable arms.

The working capital was $8,000 in funds borrowed at interest from local citizens,
which has been repaid.

The total original working area was confined to 2,600 square feet of floor
space, which was later expanded to two locations and finally consolidated into
the present 13,000 square feet of manufacturing space in August 1954.

The original 5 by that time had grown to approximately 140 employees.

RESEARCH IN HUMAN ENGINEERING

Our company has no facilities for engineering research and development. It
is unlikely that any outstanding new electronic devices will result from our
efforts. The atomic mousetrap will not come off our drafting boards.

We do, however, bend all our efforts to specialize in a new technique. The
development of the individual and the fullest use of his abilities, known and
measured.

For years we have practiced a theory of -matching the man with the job as
the usual concept of placement. We place the man in the best available job
at the time. We are beginning to realize that there are rich advantages in
changing the work to fit the worker.

It is likely, however, that the future success in job placement will be in recog-
nizing that neither the worker or the job is a fixed quantity. Both are changeable,
do change and can be improved.

It is ip this field of human engineering that the greatest possibilities for research
can be developed. The basis for a 3-year study has been initiated to determine
our successes and failures with our disabled employees. These results, honestly
evaluated, will be our greatest constribution to American commerce and industry.

This recorded experience will one day encourage other communities to follow
our example and create similar companies. It will enable many industries to
consider with reasonable assurance of success the employment of severely disabled
people.

WHAT MADE ABILITIES GROW

Abilities, Inc., has grown because its people from the officers down to the last
worker, cerebral palsied, amputee, paraplegia, blinded, all have a sense of purpose
in their work, a sense of usefulness and importance. They possess the elements
of greater production which cannot be bought: enthusiasm, initiative, loyalty,
devotion of heart and mind. These are priceless ingredients which make for a
great productive team. .

This company has grown because it is in essence the demonstration of an
aroused American community which refuses to relegate its disabled workers to
the slagpile of human resources. Our lifeblood is the community represented
officially in our advisory board of directors and the family of companies for
whom we work. They have constantly provided training, guidance, and counsel,
helping us to grow and meet the challenges they have expected of us.

This company has grown because it belongs to the community. Founded as
a membership corporation, its profits remain with the corporate structure to
perpetuate the purposes for which it was created as a community corporation.

ommerce, industry, and labor have helped to establish this as an American
ideal to challenge the belief in permanent helplessness, not as another charity
pourishing at the public breast, but as a legitimate business operating in full



180 - LOW-INCOME FAMILIES

and open competition, perpetuating its existence on its ability to operate com-
“petitively at a profit.
. THE ABILITIES IDEA

Traditionally, if we have thought at all of employment for our disabled people,
‘our broadest concept has been in the most sedentary occupations. Too frequently
At has just been av the level of weaving rugs, caning chairs, or making baskets.

Our manufacturing policy has been completely opposite. From the outset we
-have determined that we would build a variety of highly skilled and competitive
-operations with as many customers as possible. While doing this we continue to
-drawtour labor supply exclusively from the severely disabled rejects of our com-
.munity.

The difficulties in this policy are many but the rewards are great. Constant
_training of our disabled workers in new, skills and investment in new equipment
has been required. But we have to some degree insulated our position against
‘the possibility that a customer finding himself short of orders would cancel our
contracts. A variety of skills has allowed for an expansion on a broad field with
-a variety of companies as customers.

Two years ago we had three contracts with but three companies. Today we
-are operating 121 separate contracts for a dozen or more companies. Our total
-customer list is three times that number.

It has been much more difficult to grow in this fashion. The rewards have
been rich. Not only have we an anchor to windward for the future, but our
people have developed an increasing variety of skills to sell themselves in the
‘labor market with other companies.

HOW ABILITIES FITS INTO OUR AMERICAN ECONOMY

New wealth to community

“Goods produced - - _ . e $401, 000
SBalaries . . o .. 198, 000
Social security taxes_ _ . __ 7, 000

‘Withholding taxes_ .__ . _____ . _____ 19, 000
Disability taxes_ - _ . el 2, 000

.New York State unemployment insurance_ _ ... _______________._.__ 5, 000
Federal unemployment insuranee. . ___..__________________________ 555

Real-estate taxes. - ____ 1, 500

Hospitalization. - __ . oo 2, 500
Group life insurance_ _ - _ .. __ e 1, 100

-Medical expenses - ... o 4, 500
Total . e 641, 155

THE COMFORT, HEALTH, AND SAFETY OF OUR PEOPLE’

I. All of our permanent employees are now covered by company paid life
‘insurance, hospitalization, and surgical benefits programs. .

II. We have added to our departments of industrial medicine, physical med-
icine, and rehabilitation. Space has been provided and plans are now in action
for the development of departments of dentistry, ophthalmology, and podiatry.

IIL. A 3-year research and 2-year followup study is being prepared to determine
‘the changes in our people physiologically and sociologically, our methods engineer-
ing approaches, what we have done for disabled workers to make the difference
-between success and failure.

IV. A company credit union has been chartered and is successful.

V. Our safety research now includes a company fire brigade, an employee safety
~council, and a safety training program.

VI. Prosthetic care under our medical consultants has included providing
-artificial limbs and braces as well as wheelchairs for our people.

VII. A formalized recreation program has been developed.

VIII. We have instituted a unique development of in-plant feeding which
;provides a varied menu at nominal cost.
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ARE WE INDUSTRIALLY DISABLED?

Safety and attendance

Unimpaired .
workers Abilities, Inec.
1 N
Days absent per 100 scheduled working days- - - ceommommcemeeao oo 3.3 0.031
Days paid sick leave per 100 scheduled working days 1.3 .037
Average days lost per injury per 100 scheduled working days. .13 .01
Days of disability per injury 14.3 6.0

PLANS FOR THE FUTURE

I. To continue growth in skills, equipment and personnel to an ideal maximum
which will meet the needs of our community. :

II. To expedite our long-range research program so that our experience may
‘be offered to encourage other communities in establishing similar plants.

III. To build a combined recreation-rehabilitation facility for our employees
which will enrich their leisure hours and provide both recreation and therapy not
wotherwise available. .

IV. To provide an even greater demonstration to our colleagues in commerce,
industry and labor so that they will offer more opportunity to disabled workers.

V. To establish in our plant a fellowship and conference seminar program so
that key personnel from other communities may be trained to carry on this work
-elsewhere. .

V1. To integrate a policy which will encourage our skilled people to leave us
for better jobs in other companies in.order to provide opportuaities for others on
our long waiting lists.

CREDO

“I do not choose to be a common man, It is my right to be uncommon-—if I
can. I seek opportunity—not security. I do not wish to be a kept citizen,
humbled and dulled by having the State look after me. I want to take the cal-
culated risk; to dream and to build, to fail and to succeed. I refuse to barter
‘incentive for a dole. I prefer the challenges of life to the guaranteed existence;
the thrill of fulfillment to the stale calm of utopia. I will not trade freedom for
‘beneficence nor my dignity for & handout. I will never cower before any master
.nor bend to any threat; it is my heritage to stand erect, proud and inafraid;
to think and act for myself, enjoy the benefit of my creations and to face the
world boldly and say, this I have done. For our disabled millions, for you and
me, all this'is what it means to be an American.”

AuvrricaN HosPITAL ASSOCIATION,
WASHINGTON SERVICE BUREATU,
Washington 6, D. C., November 23, 1965.
Senator JOEHN SPARKMAN,
Chairman, Subcommattee on Low-Income Families,
Joint Commitiee on the Economic Report,
Senate Office Building, W ashington 25, D. C.

DEAR SENATOR SPARKMAN: Your subcommittee is to be warmly commended for
its decision to hold hearings as a part of its continuing study of the problems of
low-income families. This is a timely subject of great importance. Through
the medium of congressional hearings, public attention will be focused to a much
greater degree on these problems which should concern all our citizens.

I should also like to commend the committee and its staff for its excellent
teport, Characteristics of the Low Income Population and Related Federal
Programs. This is an invaluable document. It presents statistical material
.and objective analyses in an understandable and usable form. It has reduced
to basic facts the problems of the low-income families.

Historically, the American Hospital Association has been vitally concerned
with this very same subject. We believe that the experience of the association
in working out solutions to the problems of financing hospital care for low-income
groups should be of interest to your committee. It is with this purpose in mind
that I have written you this letter.
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It is precisely in this low-income group that the need for health care is greatest.
The magnitude of the problem can be appreciated when it is realized that authori-
tative estimates on the numbers of low-income or needy families range from over
5 million to at least 11 million persons, depending upon the criteria used.

Current statistical reports of the Department of Health, Education, and Wel-
fare set public assistance recipients at almost 5 million. To this figure should be
added more than 300,000 general-assistance cases. A few weeks ago Mr. Joseph
P. Anderson, executive secretary, National Association of Social Workers,
declared in an address to the National Conference on the Churches and Social
Welfare, that America still has 11 million persons unable to meet the basic needs
of living. ’

The aged comprise a very large portion of the total number of persons in the
low-income and nonwage categories. In any discussion of the broad problems
that affect the whole low-income group, the problems of the aged should receive
special attention. According to the latest figures released by the Bureau of
Public Assistance, Department of Health, Education, and Welfare, America’s
population of persons over 65 was 14.2 million in June 1955. Of this number
2.5 million are receiving old-age assistance or more than one-half of the total
number of public-assistance recipients. Statistics also demonstrate that the
number of aged persons is increasing about twice as fast as the normal population
growth in other age groups.

The rapid growth of the aging population has great significance to hospitals.
At a time when such persons generally have less income and are less able to pay
for their hospital care, they use about 2.5 times as much hospitalization (days
per person per year) as the rest of the population under 65, in general and allied
special hospitals. Moreover chronic illnesses affiict the aged to a greater degree
than any other group. Since the majority of the aged are living on sharply
reduced limited incomes, they soon become indigent from any appreciably long
illness. :

Current methods of financing hospital care for low-income and needy families
are inadequate. In great measure they are the reasons for the financial difficulties
in which this Nation’s voluntary hospitals now find themselves. It was out of &
growing concern for the problems involved in bringing within the reach of the
public, modern quality hospital care that the American Hospital Association took
a number of constructive measures, some of which are briefly discussed herein.
In November 1951 it established the Commission on Financing Hospital Care.
This commission, an independent nongovernmental body, made a 2-year study
and published its findings in a 1954, 3-volume report entitied, “Financing Hospital
Care.” Copies of this report have been furnished by the association to your
committee.

A second measure is to foster and support the enactment of the Hill-Burton
Act. Under this legislation the Federal Government through grants-in-aid and
on the basis of demonstrated need, assists the States, local governments, and
nonprofit organizations to construct vitally needed hospitals and related health
facilities. he experience of this program has convincingly shown that the
States with the greatest health needs were the least able to meet them. Unmet
health need was marching hand in hand with financial distress. The Hill-Burton
program has been a boon to the American people in romoting better health care.

Sponsorship and approval of the nonprofit Blue Cross plans by the American
Hospital Association is another such constructive measure. These plans are
voluntary member organizations serving humanitarian purposes. Their basic
objective is to promote the health of the public. By spreading the cost and risk
of hospitalized illness over all those covered, many persons who would otherwise
be unable to pay for their care when they become ill, are able to budget against
the costs of such care. Large numbers of persons who might have neglected
illness now secure hospital services as the need arises.

Many plans were started with funds originally advanced by community
chests, hospitals, and other philanthropic agencies.” In 1954, 1 out of every 4
persons in the United States was covered by Blue Cross plans. Of the total
number of participants 79 percent are covered on a group basis and the balance
on an individual basis. Of the latter, three-fourths were originally covered as.
members of & group and continued their coverage on an individual basis after
leaving a group. As a community organization, Blie Cross plans have been:
generally available to all. There has been no effort to seek out low-risk groups:
through offerings of preferential rates. Theirs has been an effort to provide
adequate hospital care uniformly to all members of the communities they serve.
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The last measure which I should like to bring to the attention of the committee
is the fact that within the association, councils and committees comprised of
eminent and distinguished men and women have been working hard for the past
year and a half to develop proposals and, if possible, legislation which would
provide a more adequate measure of health care to low-income and needy fami-
lies. Out of their deliberations have come two sets of principles which this asso-
ciation has approved and believes should be incorporated in drafting legislation
to provide health services to these persons. Attached are copies of both sets of
these principles for the information and consideration of your committee.

In general, these principles recognize that the Federal Government has a
positive role in assisting needy families and aged persons to have access to ade-
quate health care. They recognize as well that the head of each family is pri-
marily responsible for meeting the health needs of his dependents. But when
he is unable to do so this responsibility involves not only State and local govern-
ments but also the Federal Government.

The Federal Government’s role, as proposed, would be to encourage and stimu-
late the States through grants-in-aid programs to provide such vitally needed
health services. Participation by local communities would be sought to the
fullest extent possible. Eligibility of needy persons would be extended to include
all such persons as they are now defined and determined in each State; it should
not be limited to the four public-assistance categories of the Social Security Act.
Real existing need determined locally would be the test. No additional charac-
terization or physical handicaps would also be required.

In conclusion I wish to state that the association believes that it is increasingly
important to develop a program to provide health services for the needy and
aged persons of this country. It further believes that the attached principles
provide appropriate guide lines for the drafting of needed legislation to accom-
plish this purpose.

I would deeply appreciate your incorporating this letter in the hearings of
your committec on the problems of low-income families.

Sincerely yours,
KENNETH WILLIAMSON,
Associate Director.

GUIpING PRINCIPLES IN DEVELOPING LEGISLATION FOR THE HEaLTH NEEDS
. OF THE AGED

Approved by board of trustees, June 23, 1955

1. The program should recognize that a large part of the aged population
requires financial assistance in meeting its health needs. Aside from the needy
aged, who should be eligible on an insurance basis or otherwise for free health
services, the program should afford assistance to as many of the aged as prac-
ticable, without regard to their individual financial resources, in purchasing
health insurance on a reasonable contributory basis.

2. Voluntary health insurance organizations cannot absorb, at usual subserip-
tion rates, the aged persons not now enrolled, because of excessive utilization by
such persons. The best approach to meeting the health needs of the aged, however,
is through assisting the States to enable voluntary health insurance to cover such
persons at the same rates as are charged to other people. Such a plan, involving
Government contributions, should be limited to nonprofit health-insurance
organizations.

3. The cost of covering aged persons under nonprofit health insurance should
be divided between the Federal Government, the State governments, the voluntary
plans, and the individuals to be benefited. Federal legislation should provide
for grants-in-aid to the States, on a variable matching basis, for this purpose.
Federal and State funds should pay substantially the whole of the cost of excess
utilization by the aged.

4. The aged person should pay the same subscription charges as younger
nongroup subscribers, but should receive a contract not cancelable by the plan.

5. Health insurance for the aged, particularly when it is paid for in substantial
part by Government, should provide exclusively for service or full-payment
benefits. Despite the needs of the aged for more extensive benefits, therefore,
the program should be limited initially to those benefits which can now be provided
through insurance on a service or full-payment basis. The program should
provide for studies and experimental projects to develop practicable methods of
expanding the scope of benefits, with a view to enlarging the program as rapidly
as possible. .
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6. At the outset, each State should require participating health insurance plans:
to provide 30 days of hospital service. At the option of the State it might alsor
require participating plans to provide medical and surgical care during such hos-
pitalization. Where health-insurance plans are not statewide in operation, the
program for the aged might not be uniform throughout the State.

7. As a condition of participation, nonprofit health-insurance plans should be
required to open their membership widely (and to advertise that they are doing
s0) to persons over 65 years of age who are not then group members, regardless of
whether they have been members in the past. At the outset, a plan should be-
required to accept all applicants in the area over that age who apply within 2
months, subject only to limitations (health questionnaires, age limits, ete.) calcu-
lated to exclude not more than, say, 25 percent of them. Thereafter, it should
be required to accept all applicants in the area who apply within 2 months after
they reach age 65, or after they leave group membership if that happens later,
s;llbject to limitations calculated to exclude not more than, say, 10 percent of
them.

8. The amount of the Government contribution should be fixed by each State,
but should be not more than 95 percent of the excess of the cost of benefits for
the aged group (excluding administrative expense) over the subscription charges,
thus leaving the plans to absorb administrative expense plus at least 5 percent of’
the excess cost. The Government contributions should apply to all members
over 70 years of age, regardless of past membership, and between ages 65 and 70
should apply to new members taken in after age 65, in accordance with the invita~
tion outlined above.

9. The arrangement should be terminable after a certain period either by the
State or by the nonprofit plan, in which case the noncancelability provision in
individual contracts should cease to apply.

10. The program should be administered federally by the Surgeon General of
the United States Public Health Service, with a council having authority to ap-
prove regulations. It should be administered in the States by the State health
agencies, except for approval of contract forms and subscription rates which is
commonly vested in insurance commissioners. State plans should be submitted
for Federal approval.

11. The program should provide that the Federal Government will not direct
or control the quality of care or the method by which it is provided to aged per~
sons, and will not direct or control organizations or individuals furnishing such
care.

THE STATE VOLUNTARY-ASSISTANCE PrOGRAM To PROVIDE HEALTH SERVICES.
T0 RECIPIENTS OF PUBLIC ASSISTANCE

Approved by board of trustees mail vote June 22, 1955
STATEMENT OF PRINCIPLES TO BE CONSIDERED IN LEGISLATION

1. The recipients of health services shall be defined as those persons who are
on the public-assistance rolls in each individual State.

2. The program shall avoid any direct payment by the Federal Government to
the individual recipient or to any institution or individual providing health.
services.

3. The grant of Federal funds shall be to a single State agency.

4. The administration of funds may be handled by the State agency in one of
the following three ways:

(a) The State agency may arrange for coverage of the recipients of health.
services through the mechanism of nonprofit voluntary health-insurance.
organizations.

(b) The State agency may arrange for nonprofit health-insurance organiza-~
tions to act as administrative agencies to be reimbursed for the cost of health.
services rendered and agreed costs of administration. .

(¢) If, in the judgment of the State agency, administration of the program:
of health services required by persons on public-assistance rolls cannot be-
provided under paragraphs (a) or (b) above, then the State agency may-
arrange for direct payment to institutions and individuals rendering health.
services. This might be handled through the pooled-fund method.

5. Any grant-in-aid program with Federal funds being matched by the States.
81t}ould,S to the extent possible, provide for matching by the political subdivisions.
of the States. §
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6. The percentage of Federal participation for Federal funds on a matching:
basis should vary with the wealth of the State, ranging from 33} to 75 percent..
There should be no stated dollar limit on the Federal grants.

7. The legislation shall provide for the issuance of administrative regulations:
and sgcg regulations should provide for minimum standards of health care to be:
provided.

8. Responsibility for the administration of the program shall be vested in the-
Surgeon General of the United States Public Health Service.

9. The legislation shall set forth the broad general principles under which the
States may participate in the program. Each State, to participate in the pro-
gram, must submit a State plan in accordance with detailed specifications pro--
vided by the Surgeon General as outlined in these broad principles. b |

10. There shall be an advisory council composed of eight members appointed
by the secretary. Four of the 8 members shall be persons who are outstanding:
in fields pertaining to hospital and health activities and the other 4 members.
shall represent the consumers of hospital services and shall be persons familiar-
with the need for hospital services in urban and rural areas. The gurgeon General
shall consult with and submit all specifications and administrative regulations_to-
the advisory council for approval. .

11. As one of the possible methods of encouraging the States to participate in:
the provision of care for public-assistance recipients, a special pool of Federal
funds shall be established to be administered by the Surgeon General for the
purpose of conducting studies of experience under the act and to determine
improvements in care rendered.

13. The State plan should provide for general standards of administration.

14. A State plan must provide that it shall be in effect in all political sub-
divisions of the State and, if administered by them, be mandatory upon them.

15. The legislation shall provide for an advisory council within each indi--
vidual State in the same manner that such council is provided for at the Federal
level.

16. Federal funds appropriated under this act may be used only for the pro-
vision of health services to recipients of public assistance and for no other purpose.
Federal funds may not be used as a substitute for present appropriations for
health services, except in States which now provide for full cost of health services.

Senator SeparkMan. I would like also to insert excerpts from a.
very interesting report published by the Welfare and Health Council:
in New York City.

(The report referred to follows:)

A FaMmiLy BUDGET STANDARD FOR THE USE OF SoCIAL AND HEALTH AGENCIES.
iN New York Crry

Prepared by The Budget Standard Service, a cooperative organization sponsored
by the Welfare and Health Council for the purpose of pooling the technical
resources of member agencies for the development of budget standards, collection:
of retail prices, and related services, 1955
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FOREWORD

The Welfare and Health Council of New York City, as the planning and
coordinating agency for welfare and health services in the city, has been keenly
aware of the need for a revised and up-to-date family-budget standard for use by
agencies providing such services. It has, therefore, sponsored research in the
development of such a standard in cooperation with contributing member
agencies, both public and private. )

Cooperative efforts in the development, pricing, and interpretation of budget
standards began with the establishment of the New York Budget Council, 1922,
which represented a variety of agencies particularly concerned with the problem.
These agencies contributed personnel to the joint effort of developing a standard
and of pricing it. In 1949 the Budget Standard Service, formerly the New York
Budget Council, was brought into the Welfare and Health Council. This coop-
eration has proved the most efficient method of collecting the data and information
which agencies and the community have needed. It has avoided costly, duplicat-
ing activities, and has developed more reliable standards than would have been
possible had the work been done by only one agency. The cooperative work of
the Budget Standard Service and the council in developing a sound standard will
assure its adoption by many community agencies and promote its use for specific

urposes. ‘
P The need for a family-budget standard has increased during the last score of
years as the functions and responsibilities of welfare and health agencies, public
and private, bave broadened from an almost exclusive concentration on indigent
and marginal income families to a wider concern for all income groups in the
community.

The granting of financial assistance and care to indigent individuals and
families is the primary duty of the public welfare department. The New York
City Department of Welfare uses the mandatory standard established by the
New York State Department of Social Welfare for all public-welfare departments
throughout the State.

Many voluntary and public agencies provide social services for which fees may
be charged on the basis of ability to pay. Welfare and health services, such as
casework, medical and nursing service or psychiatric care, and programs providing
homemaker services, summer camps, day nurseries, and foster-home care are
available to the marginally self-supporting group and to higher income groups as
well. Therefore, provision of these services to individuals and families in the
community, regardless of economic status, requires the establishment and use of
a standard for evaluating the economic position of families in need of such services,
The total cost of the family-budget standard offers a measure of ability or inability,
in terms of the family income, to pay a fee for the service rendered.

Designed for a variety of purposes, the family-budget standard should be in-
terpreted and adapted as necessary to fit specific requirements of individual
agencies. The principal purposes for which it is intended are as follows:

1. To provide current reference materials on family living costs, typical
requirements, retail prices, and related data.

2. To provide a basis for establishing equitable fee scales consistent with
ability to pay for services rendered by public or voluntary welfare and health
agencies, and to determing eligibility for free services.

3. To facilitate counseling on problems of family financial management.

4. To provide budget material for inservice training programs.
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PART I. CONCEPT OF THE BUDGET STANDARD

This family-budget standard provides a measure of the cost of living require-
ments in New York City for self-supporting families of given size and composition.
It contains a representative list of annual purchases sufficient to maintain current-.
standards of adequate consumption at low cost. The quantities specified conform -
to standards based on scientific knowledge of average requirements for good
nutrition and health, insofar as purely physical needs have been determined,
and to social standards that have been revealed by studies of actual family pur—‘
chases. The kinds of goods and services priced and used in the calculation of
costs are typical of purchases made by -families in the low to moderate income .
groups. Tbe merchandise of progressively better quality and higher price that is
customarily purchased by families in the middle and upper 1ncome groups would
cost considerably more.

The pooled judgment of a team of experts has been utilized to mterpret existing
factual information on standards and costs of living. The pertinent facts were

_ then summarized as an itemized budget of goods and services. Although the list
specified is a fair representation of actual purchases, it should not be interpreted
literally, as if the cost estimates would cover only these particular items. Other:
items may be purchased for the same cost provided their average price does not.
exceed the average price of items appearing in the budget. At this economic level,
however, families must generally restrict their purchases to essential quantities
of goods in the lower price lines.

This is not an ideal budget in the sense of showing what families ought to have
or how they should apportion their expenditures among different kinds of goods
and services. Probably no one family would spend its income in exactly this
way. Many spend more, some spend even less, to achieve the same general level
of consumption. The budget standard merely serves as a yardstick of average..
needs and average costs, according to standards; and prices prevailing at the time
the estimates were prepared

Costs and standards of living

Most of us think of our cost of living as the cost of what we need, having in
mind some irreducible minimum of goods and services required for everyday
living. Our standard of living reflects our personal ideas about what these needs
are and, in addition, what we enjoy and strive to obtain. Both concepts have
somewhat different meanings to different people, because our opinions of the
necessary minimum are formed by our life experiences, our tastes, and our pocket-
books. The common factors among these influences on members of the com-
munity determine the prevailing standard of living and this, in turn, affects the
individual’s judgment about what is required. Thus the standard of living, and
consequently its cost, changes from time to time, responding not only to changes
in prices but to changes in income, customs, and the availability of new products
at prices the majority can afford to pay.

Like public opinion, the prevailing standard of living is a complex of individual -
responses to commonly experienced situations. The food we eat, the kinds of
clothing worn, and whatever we do for entertainment or recreation are chosen
individually. "The choices are never exactly the same for any 2 families, nor
for any 1 family in successive years. Recognition of this fact is essential for
sound budget counseling. Human needs are variable; moreover, nobody wants
to live in a budgetary straitjacket. Families. vary their expenditures to meet
new or unusual needs, to avoid monotony, perhaps even to preserve a sense of
individuality in an economy organized for mass production and consumption,

Yet there is an unmistakable core of similarity in the choices made or opinions
formed among a large group of families, because as members of the community
we have many common motivations and experiences. We are influenced by a
need to conform to current ways of doing things and by the desire to enjoy
what we see others enjoy. Market offerings, though rich in variety, are by no
means unlimited, and there is only so much time to select and use the things
" we buy. Factors such as these affect the buying habits of all families and pro-
d;lce a general pattern of consumption popularly known as the American standard
of living.

Govegrnment surveys of family incomes and expenditures, made at different
periods in the past 50 years, have blueprinted both the typical choices of con-
sumers in a given period and the degree to which choices of individual families
deviate from the typical. Spending patterns have been analyzed statistically to
determine how they may differ according to income, family size, occupation, race,

69848—55——13
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region, and size of community. It is well established that the controlling factor
is income or, more precisely, income in relation to family size and such place-to-
place differences as may exist in the money cost of first-priority items like food
and housing. Regional differences in consumption and even the distinet urban-
rural differences, formerly believed to stem from firm cultural patterns, are grad-
ually disappearing as the traditional income differentials associated with them
have become less pronounced and as expanded means of communications have
developed the nationwide market. There is evidence to support the popular belief
in a national standard of living, in the sense that people everywhere seem to want
much the same things. For, as income barriers are progressively removed, con-
sumers enlarge the scope of their buying in a fairly typical pattern.

It appears that the standard of living develops gradually, as income permits,
to satisfy commonly felt needs for, first, a satisfactory quantity of good and serv-
ices, then an increasing variety and, last of all, progressively higher quality.
Common observation suggests such a scale of priority in the satisfaction of wants,
but it was not until the consumer surveys were analyzed especially to show the
relative importance of these factors in the expenditures of families at different
economic levels that we had an objective basis for defining what the self-support-
ing consumer considers an acceptable minimum standard at a given point of time.
The city worker’s family budget

In 1945 a Congressional Committee on Labor and Federal Security instructed
the United States Bureau of Labor Statistics “to find out what it costs a worker’s
family to live in large cities of the United States.” Accordingly, the Bureau with
assistance from a technical advisory committee undertook an extensive research
program to determine what, in the judgment of the community, constituted the
necessary minimum of goods and services purchased annually by city workers’
families. : . '

The data considered as objective evidence of requirements included (a) the
results of scientific studies bearing on the relation between family consumption -
and individual and community health, and (b) the judgment of families them-
selves as revealed by the choices made between increasing the quantity of goods
consumed or raising the quality of their consumption, as purchasing power ex- .
pands. The fundamental quantity standards indicated by these separate criteria
were found to be in substantial agreement. They form the basis for the city .
worker’s family budget, for which cost estimates were published by the Bureau
of Labor Statistics for 34 cities in periods between 1946 and 1951. ’

The original report on the city worker’s family budget merits careful reading.
There is space here for only the following excerpts, which provide & good summary
description of the level of living represented by the quantity budget: L

“This is not a ‘subsistence’ budget, nor is it a ‘luxury’ budget; it is an attempt
to describe and measure a modest but adequate standard of living.

‘It is compiled from standards of calories and vitamins determined by scientific
experiment; from housing standards involving a larger element of judgment, *
but still independently arrived at by expertsin housing needs ; and from standards
that are revealed by the ways in which people actually spend their money.

“It can best be deseribed as a single point on a scale of living patterns that
ranges continuously from a mere existence level to levels of luxurious living
where the consumer is almost surfeited with goods. The point selected for
measurement is in general the point where the struggle for ‘more and more’
things gives way to the desire for ‘better and better’ quality. Above this level,
for example, the average family is likely to be more interested in escaping from
an endless round of the cheaper cuts of meat than in increasing the number of
pounds of meat that it buys. Below this level, on the other hand, people find it
harder and harder to economize, being unable to shift extensively to cheaper
commodities and therefore forced to ‘do without.’ ”

Social and health agencies in many large cities have found that the cost of the
city worker’s family budget marks a significant dividing point in their clients’
ability to meet normal financial obligations. Families whose incomes are sufficient
to maintain this level of living usually can pay their bills or use credit to tide
them over all but emergency situations, such as catastrophic illness in the family.
Those with lower incomes, however, seldom have financial resources to fall back
on in critical periods, -and they are less able to pay for services from social and
health agencies even though their incomes are sufficient for financial independence
at a marginal level.

After 1951 the Bureau.of Labor Statistics discontinued the series of cost esti-
mates, based on changes in prices alone, pending revisions in the quantity budget

9



LOW-INCOME FAMILIES 189

to take account of changes in the standard of living during the past decade.
Lack of funds to make the necessary detailed tabulations of the 1950 Survey of
Consumer Incomes and Expenditures caused an unexpected delay in revising the
city-worker’s family budget. However, it is hoped the Bureau soon will be in a
position to continue the basic research in this field of study. :

Description of the budget standard

The present family budget standard is a revision of the standard prepared by
the Budget Standard Service in 1949, to correspond to the level of living repre-
sented by the city of worker’s family budget and to incorporate other sources of
new information on family living requirements. The latter include consumer
surveys made in 1948 and 1950 by Federal research agencies, recent revisions in
standards of nutritional requirements, and statistics showing the utilization of
medical services by persons enrolled in prepaid medical plans. Standards for
each category of expenditure were developed from these materials tgy methodg
described in part II. With the exception of food and housing, for which authori-~.
tative national standards have been determined, the general procedure was to.
check the current validity of the city worker’s family budget (fpr_ a family of four
persons) in relation to more recent factual information pertaining to consumer
needs and practices in New York City, to make such adjustments as appeared to
be needed, and to develop equivalent budgets for other family types.

The quantity and quality specifications given in part IT describe the level of
living explicitly. A brief description of things included in the buget for a family
of 4 persons (husband, wife, a boy of 13 years of age and a girl 8) will illustrate
the kind of living provided. The family lives in a rented private apartment or
house containing four rooms, kitchen and bath. The dwelling is equipped with
hot and cold running water, central heat, electric lights, gas or electric cookstove,
and mechanical refrigerator. The home is in & reasonably safe neighborhood for
children, with schools and other community facilities within walking distance
or easily accessible by public transportation. .

The great majority of dwellings in New York City meet these qualifications.
Monthly rentals for unfurnished apartments or houses of this size range from less
than $40 to more than $100; the average rent in October 1954 was about $56.
Additional housing expenses include utilities, supplies of soap and cleaning ma-
terials, and the occasional purchases of furniture, sheets, towels, etc., needed to
maintain household inventories. :

The employed husband travels to work by subway or bus and buys his noonday
meal in cafeterias or inexpensive restaurants. The wife, as mother and home-
maker, looks after the children and performs the usual household tasks of cooking,
cleaning, and laundry without paid assistance. The customary mechanical aids
that enable her to carry out these tasks without undue physical strain are a part
of the standard; these are the washing machine, electric iron, and vacuum cleaner.

The food budget is consistent with authoritative nutritional standards designed to
provide adequate nutrition at low cost. The individual foods priced and used in the
calculation of costs are typical of selections made in this region by families in the
low to moderate income groups. They allow considerable leeway for variety in
meal planning and use of the most popular processed foods that reduce the work
of meal preparation—for example, cake or pudding mixes, canned and froz n
foods as well as fresh, bakery products, and ice cream.

Clothing purchases fill average requireménts for inventory replacements
each year. For example, the husband buys either a topcoat or an overcoat
about every 3 years, a suit nearly every year, and each year about 2 pairs of
trousers, 4 or 5 shirts, 2 pairs of shoes, 12 pairs of socks, ete. The wife buys some
kind of coat every other year and each year at least 1 hat, 4 or 5 dresses, 2 pairs of
shoes, 10 pairs of nylon stockings, and other itmes. The teen-age boy has a new
jacket and a new suit once a year, about 3 pairs of trousers, 5 shirts, 3 pairs of shoes,
12 pairs of socks, etc. The 8-year-old girl has a new hat every year, a new coat,
4 new dresses, 3 pairs of shoes and 12 pairs of socks. Including repairs and dry
cleaning, the family clothing costs amount to nearly $450 a year at today’s prices.

Barber and beauty shop services used for personal grooming are virtually
limited to haircuts—about once a month for males and once every 3 months.
for females. The home permanent wave kit and inexpensive cosmeties usually
supply the wife’s beauty treatment. Other personal care items include shaving
supplies, dentifrice, toilet soap, toothbrushes, sanitary supplies, combs, and
hairbrushes. .

Medical care costs are budgeted on the assumption that each member of the
family will need, on an average basis, the services of a physician 4 or 5 times a year
and approximately 2 dental services a year. Possible hospital bills are insured by
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a family membership in the Blue Cross Hospitalization Plan. Other needs—
refraction, eyeglasses, X-ray and laboratory tests, prescriptions and drugs—are
included in the total cost_estimate according to their annual incidence among a
large group of families. In some years the family will not need this volume of
medical care; in other years it will need more. The budget concept implies that
the savings effected in good years will be reserved for use in years when the inci-
dence of illness in the family is exceptionally high. :

Transportation is by subway or bus.  About 20 fares each week are used for the
normal needs of a family of this type. Studies of family expenditures show that
an automobile is part of the standard at this level of living in most cities of the
United States, but in New York City public transportation is accepted almost
universally as the cheapest and most convenient form of travel within the city.
Train or bus fares for the family vacation at nearby summer resorts are additional.

The family owns a radio, buys a daily newspaper, a few magazines and books.
Their expenditures for movies and other paid admissions amount to nearly $60
a year. Television is not included in the present budget because the facts about
ownership and its effect on other recreational costs at'this level of living are not
yet available. The annual cost of television would not greatly exceed the cost of
movies, however, and families often choose this source of entertainment in the
home in perference to regular movie attendance.

Tobaceco purchases are included at average prewar consumption rates, the
cost of -which is equivalent to 3 or 4 packages of cigarettes a week—enough to
supply 1 moderate smoker. In this and other cases, costs are necessarily based
on average use, which reflects the fact that some families purchase a given
commodity in greater amounts than others.

Minimum incidental expenses of children attending public school represent
the small fees required for participation in athletic and social activities at school,
writing supplies, and graduation fees. Gym suits and graduation attire are
included with children’s clothing.

Family expenses for communications are based on the cost of a telephone in
the dwelling, and supplies for a few personal letters and greeting cards.

" A modest life-insurance policy for each family member is considered essential
to provide funds for private burial. The policy on the life of the breadwinner also
provides a small emergency fund to tide the family over a brief period. Typical
union dues are included to represent the usual occupational expenses of employed

ersons.

P Contributions to the church and welfare organizations, gifts to relatives and
friends, and “miscellaneous” family costs are estimated in proportion to the
total cost of goods and services, as in the city worker’s family budget. The per-
centages are based on the Bureau’s study of average expenditures reported for
these items in relation to all other specified costs at the level of consumption
represented by the budget.

Savings are not included in the cost-of-living estimates, except for the life
insurance described above and the contributions required of nearly all workers
for Federal old-age and survivors insurance and New York State disability
insurance, which are in a sense a substitute for savings. Government workers
and many industrial workers are required to pay 3% to 5 percent of their gross
earnings into retirement funds, some of which are in addition to Federal social
insurance. Amounts set aside for retirement or for direct savings programs, such
as regular additions to savings accounts or purchase of Government savings
bonds, are necessarily related to the financial situation of the individual family.
It is felt that no useful purpose would be served by making an arbitrary allocation
for savings in this budget for general application.

Sales taxes on commodities are included in the cost estimates for specific
categories of expenditure. Income taxes levied by the Federal and State govern-
nment also have been estimated to indicate the approximate amount of gross
income that would be required to support a family of given size and composition
at this level of living.

Differences related to family size and composition

The same level of living is represented in the budgets developed for families
of different size and composition. Thus the variations in costs are due to differ-
ences in the average requirements of individuals who comprise the family group
and the extent to which common costs of maintaining the home are shared by
two or more persons.

For example, a family with 2 teen-age boys has higher costs than the family
with 2 preschool children because the requirements of food, clothing, transporta-
tion, recreation and the like are higher for children in the older age groups; never-
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theless, the 2 families need the same type of dwelling, equipment and supplies
for houshold operation. For this reason the detailed quantity-cost schedules are
presented for categories that vary according to the needs of individual family
members by factors such as age, sex, degree of physical activity, family status
and employment statis; whereas expenditure categories that vary primarily with
size of family are shown by number of persons. The variables taken into account
in preparing cost estimates for various types of families are listed below:

Food Laundry, cleaning supplies
Clothing and personal care Medical care ) -
Transportation Age, sex, activity, employment statu
Recreation, education, communicavions, Age; sex, employment status

tobacco i Family status, employment status, age
Life insurance of children
Ubpion dues - i Family status, age of childre
Rent including heat Employment status : ] )
Utilivies Number of -persons in household (1 to 8§)
Housefurnishings :

The budgets for all types of households (single consumers as well as family
groups of two or more persons) specify rented, unfurnished housekeeping apart-
ments or houses. ¥ood costs are thus calculated on the basis of prices and
amounts required when food is purchased and prepared for meals at home.
Although this type of living arrangement is not so clearly typical of single con-
sumers as of family groups, it is believed that cost estimates for single consumers,
based on the requirements of an individual living.in a small housekeeping apart-
ment, are representative of average costs for the group as a whole. Costs of the
standard would be a little lower if based on shared living quarters and somewhat
higher if based on a single furnished room and nutritionally adequate meals in
boarding houses or restaurants. When it is necessary to itemize a budget for a
person living in a furnished room, the standard may be adapted by subsituting
the room rental and cost of meals ‘“out’” for costs based on the occupancy of an
unfurnished two-room apartment. Prices of meals in chain cafeterias and low-
priced restaurants are collected annually by the Service; costs of clothing, recrea-
tion, ete. can be adapted from the budget standard for appropriate items.

Housing costs of homeowners, including taxes, maintenance repairs, insurance
and mortgage interest, generally are no higher than rent for comparable quarters.
The budget costs based on rented living quarters should adequately cover home-
owners’ average costs for these items. Payments on the principal ‘of a home
mortgage should be considered. on an individual basis, like other fixed costs.in the
nature of savings or investment.

Cost in relation to family incomes . . :

What proportion .of families in New York City: have incomes sufficient to
.maintain the level of living represented by the budget standard? This question
can be answered only in very general terms by comparing annual costs of the
budget standard for families of specified size with the distribution of income among
families of corresponding size.

The published income distributions for New York City in 1950 are insufficient
for this purpose because they do not show separate figures for families classified
by number of persons. However, it has been possible for the Service to make
some roughly accurate comparisons of the budget costs for representative types
of families with unpublished detailed tabulations of income by size of family
furnished by the Bureau of Labor Statistics from its 1950 Survey of Consumer
Expenditures.!

The comparisons indicate that the incomes received by two-thirds of all families:
and single consumers in 1950 were above the 1954 costs of the budget standard:
for families of corresponding size. Among families of 2, 3, and 4 persons (com-.
prising nearly 75 percent of all consumer units) more than two-thirds had incomes:
above the current cost of the standard. Single consumers and large families of
five or more persons fared less well; only about half of these groups received in-
comes that were higher than present costs of the standard.

Considering the fact that personal incomes increased substantially between
1950, when the income survey was made, and 1954, when prices were higher, it is
probable that more than two-thirds of all families and single consumers in the

1 The income data obtained in the BLS survey are considered more reliable for this purpose than the data.
collected in the 1950 census. Although the census is based on a larger sample, the answers to questions about-
the details of earnings and other sources of income are more likely to be incomplete than in the more compre-.
hensive studies of family expenditures in relation to income,
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city now have incomes that exceed the cost of this budget standard, Such com-
parisons are useful in relating the budget standard to the distribution of income
in a given period, but it must be emphasized that they give only a very general
picture. An excellent discussion of the limitations in making broad comparisons
between standard budget costs and income size distributions is included in the
report on the city worker’s family budget. .

Use of the report

This technical report has been planned to provide information on typical
living requirements at low cost for self-supporting families, The general purposes
for which the budget standard was developed for use in welfare and health agencies
are discussed in the foreword. It is assumed that such adaptations as are required
for specific purposes of individual agencies will be made by persons with pro-
fessional competence in the application of budget standards. ~If desired, technical
assistance may be obtained from the Budget Standard Service.

Cost estimates are presented in different forms according to the general uses
for which they are intended:

(a) To aid in the interpretation of the quantity standard for each category
of expenditure, costs are shown in part II for the detailed age, sex, and
activity groups for which source materials were available for developing the
standard. These costs were computed to the nearest cent by multiplying
the quantities specified by representative pricés for corresponding items.

(6) The conventional cost summaries showing average amounts for food,

‘ c]othiIri% housing, etc., are presented for representative types of families in

" part ITI. . ’ '

" {c) . The cost schedule for planning budgets in part III is designed for the
use of professional staff. in preparing adaptations.for agency use, for budget
counseling with individual families, or as reference material for inservice
training programs. Cost summaries similar to those shown for representa-
};ive family types may be assembled from this schedule for any type of
amily.

(d)yThe short form for calculating total costs of goods and services by
type of family, in part III, has been devised for analysis of the differentials.
in total costs according to family size and composition. Although the short.
form does not show detailed costs by category of expenditure, it provides a

. useful summary of the net differences for various age, sex, and activity
groups. Using this form the total cost of goods and services included in the
standard may be computed quickly for any type of family. ~The table of
costs may be simplified even more by combining averages for age and sex
groups for which the differences in cost are considered insignificant for a
given purpose. :

Minor differences in total family costs, as computed from the cost schedule and
the short form, are due to the rounding of figures to the nearest 5.cents on-the
‘cost schedule, or to the combination of children’s age groups on the short form.



"PapLe 1.—Food: Weekly quantities (as ‘purchased) for 19 age-sex-activity groups !
[Adapted from the Food Plan at Low Cost, published by the U. 8. Department of Agriculture, Home Economics Research Branch]

Leafy, : R . . . D

: ‘| green, Other Milk | Meat, ry Cereal | Bread, Sugar

‘Age, sex, activity yellow ?rllﬁﬁ:gs T&m;a- Potatoes | vege- fO{,lt;gr equiv- | poultry, bf)‘flglbg' be::ss, and baked Fagsﬂgnd and

S vege- ! - toq tables rults alént fish 28 it flour |- goods sweets
tables . N . - .
N 1 . i " N "

Child: - ‘Lb. Oz | Ib. Oz |Ib. Oz | Lb. 0Oz | Lb. Oz |Lb. Oz Qts. Lb. Oz Ib. Oz | Lb. Oz |-Lb. Oz |Lb. Oz |Lb. Oz
9 to 12 months 1 0 1 8 |ocooicaaan 1 0 |aooooa_oo 1 0 7 - 0 7 I 3 P, 0 5 0 4 0 1 0 1
1to3 years__. 1.12 1 8 0 4 1 ¢ 0. 12 12 516 .12 6 0 1 0 8 0 12 0 2 0 2
4 to 6 years.._ 1-12 14 0 8 1 8 0 12 1 0 5% 1 8 6 0 2 0 12 1" 8 0 4 0 4

Gir]7 to 9 years.... 2 0 1 8 o 8 2 8 0 12 1 8 5% 2 4 6 0 4 0 12 1 12 0 6 0 10
10to 12 years. ... teeeme -2" 4+ 1 12 -0 8 2 12 0 12 1 12 6 - 2 8 6 0 4 1 0 2 4 0 8 0 8
13 to 15 years. .. 2-- 4 1 12 -0 8 3 0 0 12 1 12 614 2 12 6 0 4 2 0 2 8 0 8 0 8

B 16 to 20 years 2 4 1 12 0 8 2 12 0 12 1 12 ] 2 12 6 0 4 2 0 2 8 0 8 0 4

oy: . . ) : .
10to12years. - ocooecuao-- 2 4 1 12 0 8 2 12 0 12 1 12 6 2 8 6 0 4 1 0 2 8 0 12 0 12
13 to 15 years_. 2 8 2 0 0 8 -3 12 0 12 - 2 8 614 2 12 6 0 8 1 0 4 0 1 0 0 12
16t0 20 years. .. cemamcuna- 2 12 2 0 0 8 4 12 1 0 2 8 614 2 12 6 0 8 2 5 5 0 1 4 1 0

‘Woman: - - .

211040 years. .. ococemanooo .2 4 1 8 0 8 2 12 0 12 1 12 T4 2 12 6 0 4 1 4 2 4 0 12 0 12
41 to 64 years_ 2 4- 1 8 0 8 2 4 0 12 112 4 2 12 6 0 4 0 12 2 0 0 10 0 10
65 and over.. 2 4. 1 8 0 8 2 4 0 12 1 12 4 2 12 6 0 4 0 10 1 8 0 6 0 6
Very active 2 8 20 0 8 3 8 1 0 1 8 4 2 12 6 0 6 1 12 3 4 1 0 1 0
Pregnant_._._.. 3 0 2 0 0 8 .2 12 0 12 1 12 73 3 4 8 0 4 1 4 2 4 0 12 0 12
21 to 40 years... 2 8 2 0 .0 8 4 0 0 12 2 0 4 2 12 6 0 6 1 8 4 0 1 4 1 0
41 to 64 years. 2 8 2 0 o 8 2 12 ,0 12 1 12 4 2 12 6 0 4 1°8 3.0 1 0 1 0
65.and over. . 2 4 1 .8 0 8 .3 0 0 12 1 12 4 2 12 6 0 4 1 4 2.8 0 14 1 0
Heavy work_.____. 2 8 2 0 0 8 4 0 1 0 2 8 4 2 12 6 0 10 2 12 4 5 1 12 1 8

1 The nutritional adequacy of these diets depends to some extent upon choiess of individual foods within each group. A selection of foods similar to ‘that shown in table 2 provides
ample nutrients in terms of the dietary allowances of the National Research Council (1953). See table 3 for calculated values. .
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TABLE 2.—Weighting plan used to com
Jood group (based on typical pure
income groups—New York region)

- LOW-INCOME FAMILIES

pute average price and nutritive value of each

hases of urban families in low-to-moderate

Per- - Per-
Food group and item cee;lit Food group and item ceer;t
1. Leafy, green, and yellow vege- 8. Meat, poultry, fish—Continued
tables. ___________________ 100 Pork:
. — Shoulder chops_._.__ 11
(Slglltlla%riihs """""""" ; Smoked picnie_______ 8
Kale.. [T Sausage-__..__ " 6
Escarole_ . _____________ 5 Poulgy : G hick 8
Lettuce.. .. .....0100 20 onsting chicken.... 8
Snap beans. ____________ 10f 5 FOWI----.- TTTTemoe
Peas, canned.____________ 15 P roc%ssiad Irlr;eats. 4
Cabbage, green___ ___.____ 20 Lp ogna . 4T 4
Carrots. ... It 20 iverwurst__________
- : Corned beef, canned__ . 1
. . PPN Frankfurters_.._____ 4
2. Citrus fruit..______________ _1@ Fresh fish: )
Fresh oranges_ __________ 70 Porgies_____________ 2
Canned orange-grapefruit Mackerel .. _________ 2
Juiee_ o __________ 10 Whiting____________ 1
Frozen orange juice_ .. ___ 20 Frozen haddock._ ________ 1
= Canned salmon__________ 1
3. Tomatoes, canned . __________ 100 Canned tuna____________ 1
= Canned mackerel . _______ 1
4. Potatoes, white_________.____ 100 =
== 9 Eggs_______ o _____ 100
5. Other vegetables_____________ 100 . ==
Corn, canned.__.________ 30/ 10. Dried peas, beans, nuts_______ 100
Onions.__.___________ 20 Pea beans_______________ 50
%ﬁ?&s{ P gg Green split peas_________ 20
X er}? ,_ye__ Tt 10 Peanut butter.__________ 30
6. Other fruit_____________7____ 100 11. Cerealand flour_ ____________ 100
Apples_.______.__ . ____ 45 Flour-________________.__ 51
Bananas._______________ 25 Oatmeal  ______________. 19
Grapes and pears___.____ 10 -Cornflakes______________ 12
Peaches, canned_ . ____:_ - 15| . . Macaroni_._____________ 18
Dried prunes____________ 3 . v =
Radsins____.____________ 2[12. Bread and bakery products_ __ 100
7. Milk and milk products_______ 100 Bread____._____ cmeeeo- 78
Presh milk, whole (quart). 78| - ~  Graham crackers:..____ Y-
Evaporated (14%-ounce o B o e
CAN).ooeocooo oo 12113, Fats and oils. - 100
Cheese, American (pound). 5|79 tatsandoils._._...________: i
Ice cream '(pmt)-___-_--_.-- 5 ﬁutter-----------: ______ 20
- argarine_ _____________ 25
8. Meat, poultry, fish ... 100 acon... ... .72 15
Beef: n Shortening__. _____._.___: 20
Round steak_.______ 9 il L 5
Chuck roast_________ 9 Salad dressing___________ 15
Chopped_._____ [ 8 —_—
Boneless stew. ______ 414. Sugar and sweets____________ . 100
iver__________.____ 3 —_—
Veal: I ' Sugar._._.______________ 70
Roast, boned and Marmalade_ _ . __________ 30
rolled____________ 31 Beverages and other accessories
Breast, bone in._____ 2. (1954 dollar allocation):
Lamb: ’ Adults, 68 cents per week.
Shoulder chops_.____ 1 "Children 16-20, 45 cents.
Breast, bone.in___.__ - -1

* Children undér 16, 10 cents.
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St TabLi 8.—Nuttitive value per pound.of each food group! IR
ST : g "y [REAA] B
Food Vita- |Thiamine| Ribofla- Aseorbic
- Food group ne Protein| Calei- | Iron | min A | (vitamin | vin (vita-| Niacin |acid (vita-
. |emergy S| um value | B-1) | min Q) min C)
1. Leafy, green, and | .. . Milti- | Milli- .| M- Milti- | Milli- | Milli-
yellow vegeta- | Calories| Gram | gram | gram I, U. gram gram gram gram
120 6.7 136 3.9 | 11,122 0.18 0.20 :1:4 47. 4
2 150 2.8 .87 1.3. 527 .25 .08 - .8 163.0
3 86 4.5 50 27| 4770 . .25 .15 3.2 71.2
4, Potatoes 318.{--- 7.6 42 2.7 70 .30 .12 3.5 48.0
5. Other vegetables.._ 194 601 103 2.1 580 12 ). 1510 L9 36.8
6. Other fruits___.___ 275 2.7 38 2.21 1,117 .15 .14 1.6 17.9
7. Milk equivalent :
- {(quarts).coc-—-.- 654 33.6{ :1,109 8| 1,602 .20 1.69 91 .8
8. Meat, poultry, z
fish______ .- 1,052 68.5 66 10.2 | 8,474 .70 2129 13.3 5.0
9. Bggs (1)._.. R 77 6.1 26 1.3 550 05 L14 .. -
10. Dry beans, . .
nuts_.....___..- 106.4 501 22.9 336 2.39 .96 29.8 3.8
11, Cereal and flour__.| 1,698 51.4 |- 108 13.0 oo 1.70.f - .80 120 ...
12. Bread and bakery : - '
- products__.___.. 1,308 35.8 . 381 2.7 78 V25 |- 1B L BB .
13. Fats and oils._._.. 3,161 2.6 52 .3} 6,99¢ .04 .10 |- .2 8.0
14, Sugar and Sweets_.| 1,603 .7 16 4 15 .02 03] . .2 7.8

1 Average values computed by weighting the nut‘;r-iti\.re values of individusal foods in each group by the
{)ercentage distributions shown in table 2. Nutritive values of individual foods were taken from Agricul-"
are Handbook No. 8, U. 8. Department of Agriculture. Allowance has been made.for loss-of nutrients
during cooking. ] .

TapLe 4.—Clothing:. Average number of articles. purchased ‘yer year, for 16 .age,
. e e e e e . ..8€X, aclivily.groOUPS. .. ... e el

[Articles purchased less frequently than once a year are shown as fractions, which indicate their“noimaf -
.durability and provide a means of prorating their-cost to an. annual basis. For.example, an overcoat
lasting 4 years is shown as 1/4, 1. e., 1 i1}~4 years, and .1/4 of the price.is included in. the annual cost] - -

i _ 4 | ST T oma
- B [P [ £: 41 N
Ttem : layette ! T
e e .~ - ..|Under 2 years|. 2-5 years
2 L AL

© Quter garments:. .. .
Cap, bonnet or hat_
Snowsuit and hat...
Coat, lightweight___
Jacket, lightweight_
Sweater...o. ...
Dress and slip, or suit

Training pants.

Panties o et 5

Sleeping garments (WIraPPerS) -mamno—wommccoococcccomamanan 4 1 1
Footwear:

3 3

1/3

2/3

2/3

9

Miscellaneous:
Receiving blankets

Rubber
Accessories: Percent of yearly replacement cost of abo
Dry cleaning:

Snowsuit, regular service_ e 1 1
Snowsuit, quick Serviee. - it 1 1

1 Water repellent.
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TABLE 4.—Clothing: Average number. of grticles purchased per. year, for 16 age,
sex, aclivity groups—Continued

Boy aged—~ Boy 16.and over—
Item -
6-11 12-15 In school | Employed °
. Y
Outer garments: .
Hat, wool felt. .. e [ S R |

. Capo_...._.... 1 ) N O
Overcoat._.__...___ 1/4
Mackinaw or peacoat. . PO
Topcoat, water repellent. - 1/4
Sport jacket_.....____ - . 1/2

. Jacket, cotton twill__ ... ______ | Ty
Slicker........__.__

Raincoat, cotton twill
Sweater, pullover....._..__.._..
acks:
Cotton.___ ... ... __
Corduroy ..
‘Wool mixture.
Jeans____ :

. Shirt._.. 3 4
Shirt, polo. ... _____________ 3/2 3/2 2
Gym suit (shorts and sweatshirt) . 1/4 1/4 |

. Bathing trunks L : . 3 1/3 143 |- 1/3
Undergarments: Ve . [ .
.- Shirt : . - 3 5/2 R 1 24
Shorts:
Knit 4 7/2 U2 el
Fabric_.. - - cm—eem 4,
Pajamas._ . ' 1 3/4 34 |- 12
Bathrobe. . I - ——— 1/10
Footwear:
Shoes. .. . . 3 ' 3 A 3
Sneakers. : : : l 1] 1 (TN S ST,
Slippers feme . R N S Y41 - .16
Rubbers. . _ 34 . 1/2 1/2 1/3
Socks.... - 10 12 12 12
Accessories: Percent of yearly replacement cost of
above items : 5 5 5 15
Dry cleaning:
Hat : : 1
Coat (overcoat, topcoat or raincoat) . 1 1 2
Mackinaw. 1 1 ) N P,
Jacket. _ - 1
Suit 3 2 2 4
Slacks 4 41. -4
8hoe repairs: - .
Half soles and heels._.._ 3 3 3 v, 3
Lifts, rubber. 3

! Prep size.
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rage number of ‘articles :purchased,pei year, for 16_age,’
sex; activity-groups—Continued

Emplgyed

[Elderly man,
man d

 Trem retire

Outer .gaimenté:
Hat, wool felt

Overcoat___.

Topcoat, water repellent

Sport jacket.

Suit, wool worsted

Sweater, coat type.

Slacks: s
Cotton_._.... 1 : 1
‘Wool mixture. ......... 1 1
Shirts. ... :
Shirt, polo 1
Bathing trunks b ¥ P
Undergarments:
Unionsuit, cotton 1
Shirts____ 3 1
Shorts, fabric.. 72 . 1
Pajamas._._. 1/2 1/2
Bathrobe._. 1/10 |. . 148
Footwear: |
Shoes_cooocooeianne 2 1
Slippers..: 1/6 1/4
Rubbers. 1/3 1/5
SBOCKS. e e m e emmmm e meeammemsemme—mcoo—a=mmmmma—o——meons 12 6
Accessories: Percent of yearly replacement cost of above items__.-.o—-o_-- 10

Dry cleaning:
H

‘Slacks. .

Shoe repairs:
Half soles and heels
., Lifts, rubber
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TABLE 4.—',C,’lothi1t.g: Average number of ‘articles purchased per year, for 16 age,’
sex, activity groups—Continued

oy 4 Qirls aged— Girls 16 and over
A Item ) - -
6-11 12-15 In schoql .| Employed
Outer garments:” T I |

R < ¥ S O .1 1 1 3

Coa%) winter: s
ress type. ..

Tailored type 1/3
Coat, spring._____

Topper, spring.
. Raineape.___

« © Bathing suit_____________ 7
Q’ndergarments:

--- ~-Nylon tricot__
Sleeping garment.
Bathrobe_._____..._._ .. ________ T

Footwear:

Stockings:
Nylon (30/45)
Nylon (30/51) . ...
Agggssories: Percent of yearly replacement cost of ab
OIS e
Dry é:leaning:
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TaBLE 4.—Clothing: Average number of “articles' purchased per. year, for 16 age,
sez, activity groups—Continued

Ttem e Employed Housewife Elderly

i Lo -] M . woman woman
Outer garments
B3 £ N
Coat wmter
ISress .................................................

Sweater, coat style

Dress:
Winterweight
Rayon, dress-up
Rayon, tailored.
Cotton_.________

Bathing suit.__._. e e e e e e e —————
Undergarments
_ Unionsuit, cotton
Vests____..___..__

Brassieres, good support. -
Corset.._.._____._.....
Slips, nylon tricot
Sleeping garments. .
Bathrobe
Footwear:

Stockings:
Nylon (30/45)
Nylon (30/51) ...

Accessories: Percent of yearly replacement cost of above items.
Dry é:lea.mng
ts

Dresses

Skirts
Shoe repairs:

gt;lf soles and heels
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“TaBLE 5.—Personal care: Services and supplies purchased ‘per year, for 12 age,
sez, activily groups

[If the purchase rate is more or less than a whole number per year, quantities are shown in fractions of years

to indicate their normal durability and provide a means of prorating costs to an annual basis. For ex-

b Ie,l 3/2 means that 3 are purchased in 2 years; 1/5, that 1 is purchased in 5 years. See headnote on
table 4

Infant
i --Child | ‘Child
Item ‘ Description lln;gg aged 1-5 aged 6-11
Toothbrush
Do..
Comb...
Hairbrus!
Haircuts. ...
Dentifrice..
oap:
Toilet.__
Unscented.
Shoe polish...__
Cleansing tissue..
Cotton, absorben
Babyoil_____
Bafety pins..
Bottles, nursi
Nipples .......
Nipple caps. - oo cccmeceaee Plasti
Em- -
Boy, | Bog, | ployed | Elderl
Item Description aged 16-20, | PiO¥ erly
12-15 | in school mgg or man
y
Toothbrush........... | Adult sizecoooo e 3/% 3/’;’ . 3/%‘ W 3/%
L 1/5 1/5 1/5 1/5
Haireuts .cocoooo- JEE R 10 12 16 12
Dentrifrice - oo ceceaeaaaiaan Powder, 4%-ounce can 3 3 3|, 3
Soap, toilet ..o ecceenaeas 16-0UNCS bAr . eeerammmcccaenans . 17 17 RYAN 17
Shaving supplies: . L )
8oap, Eabvmusgﬁ ------------ 134-0UnCe Dar- oo ¥ 1/% "
Shavm T ) PR _
% ......... _| Safety type.-- - 1/5 1/5 1/5
Razor blades. . --oeeeeonan-- Package of 12..........._. PO SR 4 8. 4
2
! I/g 1/5
' Cleansing tissue.
Clothes, brus ys | 1/5
Spot remov: 1 1
Nail brush 1 1
Nail file. 1 1
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care: Services and supphes purchased per year, for 12 age,

R, - _ . Girl | Girl16 }Em-d - Elderls
c e or over | ploye ouse- erly
Item Description f%_efds in |girlor | wife |woman
. . school | woman e
Toothbrush Adult o311 T 3/2 3/2 3/2 32 3/2
omb..... Plastic_ ... - 1 1 1 1 1
Hairbrush. . Adult size_._ - 1/5. 1/5 1/5 1/5 1/5
Haircuts. oo ocmcomamccmmmmmm oo mcom oo mmmme oo - 4 4 4 4 4
Dentifrice _tommoaeemameaeaz Powdered, 4 ounce can. - 3 3 3 3 3
Soap, toilet_. 10 ounce bar ......... - 17 17 17 17 17
Home permanent waves - I/g 1/2 1/2 1/2 12
- 2 2 leoeeeea
Shampoo and waves .......................... 14 12 ..
Bobby pins.... 3 "3 3
Wavelotion_ ..o 2. R 1 AU,
Face powder- .o oocomemanaee 2 1 1/2
Cleansing cream. ... 2 1 1
) 357915 10 S 3 -1 -1

DT T N ——— PO« [« B e e R 1 1/2

Powder puffs_ . oooooio 2 1

1 -1

3 2

________ 4 1

4 1

- 1 1

________ - 1 1

Compact - - 1 1

Sanitary bel 1 1
Sanltary napking ..--.....---| Package of 12 cceeoocmmnnonnan 10 10 {eaeeeaan
2 et 1
1/56 1/5 1/5
-3 3 3
1/5 1/ 1/8
Carbon tetmchlor e, A S 1

bottle.

1 Speclal occasions only.

TABLE 6.— Housing: Average cost of rent including heat and hot u,ale~, Ly run ber of
persons and number of required rooms

[Prices as of October 1954]

Numbe{o( pérsons Number of rooms Week Ap‘z‘;’g]gglft‘ft Year
$11.18 $48. 44 $581
10.87 47.10 . 565
11.07 51.89 623
12.97 56. 20 674
12.97 56. 20 674
16.00 69.34 832
TABLE 7. —-Utzlmes. Average monthly costs, by size of family
3 {Prices as of October 1954]
Number of persons Total Electricity Gas Refrigeration
$4.89 C$LT8 $1.16 $1.95
6.40 2.84 1.61 1.95
7.53 3.50 2,08 . 195
8.36 3.96 2.45 1.95
8.81 425} 2.61 1.95
9.15 4.47 2.73° 1" 1.95
9.42 . 4.65 2.82. 1.95
9,67 4.82 2.90 1.95
9.88 4.96 2.97 1.95
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ot .. TABLE 8.—Fuel: Average monthly.costs -

! [Brices a5 of October 1954]
FUEL FOR HEATING WATER

£ .7 - - Numberof persons ' " Qas Fuel oil No. 2 Coal
1 $1.94 $2.76 -
2 3.49 3.45
3 5.04 | 4.14
4 6.24 4.83
5 7.64 5.52 1$6.05
6 8.96 . 6.21
7 10. 20 ... 6.90
8 11.25 1759
9 or more 12.48 8.28
' ! Same for all family-size groups.
FUEL FOR CENTRAL HEATING

Size of dwelling - ) Céal Fuel oil
5 rooms and bath (1 floor)... $12.10 $12.42
5 roonis and bath (2 floors) ... _ 14,12, 14:49
For edch additional room or flo o202 2.07

TABLE 9.—Housefurnishings: Estimated -annual replacement rates- to mainiain
typical tnventories, for 4 family-size groups - .
[Replacement rates are shown as fractions of years to indicate the normal durability of the article and to

provide a means of prorating costs to an annual basis. For example, 1/14 means that one is purchased in
14 years, and 1/14 of the price is included in the total annusl replacement cost) :

Replacement rates for famities containing—
Item : o T - =
1 person 2 persons -| 4 persons | 8 persons

) FURNITURE
Living room: .
Sofa and chair, upholstered
Studio eouch_.______. __
Chair, upholstered___
Chair, upholstered seat

Chest of drawers.
Kitchen and dining area:
* Dinette set: '

& . soeooeoe - ;. 1/20
Unspecified articles (foldingchairs, mirrors, etc.),”] . FERE B i A
8 percent of the annual cost of specified fu:n‘i‘ture.

EQUIPMENT AND APPLIANCES ! o - . N v

Electric-iron (automatic)..___.____._____: . . 1/12 17121 . 110 1/8
Vacuum cleaner. .. __ - - o ERSRRY 72 S 11t 3 R V5 T: 3 S 1/12
Floor lamp and shade__ X 1/16 1/16 1/14 1/10
Table lamp and shade______..__ - 112 - 1/12 |- - 1/10 - - 18
Electric toaster (automatic) <112 - - e1f12 1/10 - 1/8

Unspecified articles (small lamps, electric fan,
grill, ete.), 8 percent of the annual cost of specified
equipment.

TABLE AND HOUSEWARES

Dishes:

1 The housing standard provides for a gas or electric cook stove and refrigerétor.
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‘TABLE 9.—Housefurnishings: Estimated- annual-replacement. rates to- mainiain
’ typical inventories, for 4 Sfamily-size groups—Continued -

{Replacement rates are shown as fractions of years,to indicate the normal durability of the article and to.

provide a means of prorating costs to an annual basis. For example, 1/14 means tha
14 years, and 1/14 of the pricg is included in the total annual replacement cost]

t one 1s purchased in:

Replacement rates for families containing—

t - Item : -
- - .. . . . |. 1 person 2 persons-| 4 persons | 8 persons
1/2 12 1/2 e
1 1 1 1
142 | S 1/2 1/2 1/2:
; 1/10 ‘1/10 1/10 1/10-
1/5 1/5 “1/5 1/5.
4 6 12 14
1/2 1 1 2
Unspecified articles (flatware, baking utensils,
miscellaneous' household tools), 19-pereent of the
annual cost of specified table and housewares..
. TEXTILES " -
Rugs: .

- . Wool and rayon. 1/20° 1/15 1/104
.~ Cotton, scatter__ 1/8 “3/8 5/8.
Blankets (all wool utility) 4/10 6/10 1
Sheet: : -

1 3
2 2
8/3 6.
. 4/20 . 9/20.
Bedspread 3/5 1
Mattress pad .,
- 2/15 , 2/15.
) 115 3/15.
Towels: . : R :
" " Bathtowel ... ... 2/3 431 - 8/3 4
Hand towel 2/3 4/3 8/3 [ . - 4
* Wash cloth 2/3 “4/3 BT 4
Dish.towel_ -2/4 4/4. 6/4 10/4
Table cloth EPAEED  E | 1 c 1
Napkins. .. T 43 ; 6/3 8/3 10/3.
Curtains, pair.___ - . . 33 G 48, 6/3 83
Unspecified article percent of the annual cost : C -
of specified textiles, :
TaBLE 10.—Laundry, cleaning supplies: Average quantities per year, for 4 Sfamily-

size groups

Item

Unit

Quantities purchased for families

Laundry: launderette service 1_
Laundry supplies (alternate):?

e
Metal sponge._.__
Furniture polish.

Paper supnlies:
Toilet paper--.coc-c.o.--_.
‘Waxed paper.
Napkins._..

19-ounce box___..._.____.____.
Package of 4..__
32-ounce bottle_

Can__. ...

Package of 3. ....___._
12-ounce bottle.
32-ounce bottle

1,000-sheet roll
125-foot roll._.__
Package of 80_

containing—

1 person.| 2 persons | 4 persons | 8 persons
9 18 b3 30
1 2% 3 4

2 4 6 7%

1 2 3 4/é'
9 18 24 30
4 9 12 15
1 214 3 4
9 18 24 30
1 1 2 4
4 L4 1 2
1 1% 2 4
1 14 2 3
9 18 36 72
1 3 4 5
12 24 48 96
12 25 36 45
u b 1 2

11 machine load per person per week with detergent. bluing or bleach supplied at the launderette.
? These quantities may be used to estimate costs for a family having its own washing machine or use of a
coin machine without obligation to buy supplies sold by launderette operators.

69848—-55——14
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TasLE 11.—Transportation: Number of fares and average costs, by family and
employment status, and age of children

[Prices as of October 1954]
Head of : Child aged—
Wife or
Public transportation ho‘égf;’_old other -
ployed) | 34ult | 69 & 10494] 1500
- Number of fares
Within New York City:
Mo Work. e ®
To school.. ’ 192
Other 2. e 104
- Outside' New York City: 50-1mle round-trip,
railroad. ...l ____. 1 1 1 1 1
Average cost per year }
Within New York City: ]
To work (subway fares) _ .. _____. . ._...._ 1$78.00 ()RR P P, g)
To school (bus fares) 19, 20
Other 3 (subway fares) $15.60 16. 60
Qutside New York City: 50-mile round-trip, rail- A
road el e S S 3.7 3.7 1.86 37N 3.7
Total. oo e e 1105.11 127.11 9. 66 19.31 | © 238.51
Average cost per week
Within New York City: I -
To work (subway fares) .. .......____________ - - 181,50 ) T SO [U)
To school (bus fares) - - | [ IO B $0.37
Other 3 (subway fares) ... 1. i1 . ooo.___.: .45 $0.45 $0.15 $0.30 .30
Outside New York City: 50-mile round-trip, rail- :
L112:Cs D RSO .07 .07 .04 .07 .07
b 0177 ) O WA 12,02 .19 .37 1.74

1 Deduct fares to work if unemployed and not seeking work.

3 Add fares to work if employed or seeking work,

3 Trips for medical treatment, shopping, visiting and recreation.
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TasLe 12.—Recreation,: education, communications,. tobacco: Average quantities
and costs, by family and employment status and age of children

" [Prices as of October 1954]
| Head of | Wite or Children | Emploved
e E boy or girl
Item house- other living with
hold | adult | gpgere| 6-11| 12-14 1520 | parents
.. . .RECREATION B 77 - Average quantity per year
_Paid admisslons: i - - - .
Movies. . . .--- 17 ) i 2 TSN 17 26 52| 52
.. Plays, sports, etc. . 1 U B PR 1 1., 1 . 12
-Reading -material: -
" Newspapers (daily
¢ Sunday)- . 1% 71 PO PUSURI S ENSRREORT BRSSP 260
*. . Mhgazines. 12 10 |acconaans 4 6 6 24
. Books1.__.. 5 b2 D — 2 3 3 24
Radio (purchase b ' - - R
Recreation:
. . Movies..- - 4.20
Plays, spor - 21. 68
* Newspapers - 10. 40
- Magazines - 4. 80
" Books or re - 6.00
' F T, T - T O e L B R ] R bbbl
Toys,
. - club dues, etc. 20. 00
School expenses. .- . 800 | 1225 |-eerooocees
5 35.00
Telephoue: . . [,
Letters, e’ard_s,' stamps._... i 1.20
ﬁ‘otsl. mmeme e mm———— . 148. 34 32 40 12.00 21.65 | © 45.20 71.55 143.20
Average cost per week (dollars)
Recreation. .o ooocoeoeacaaan .85 .41 2B . W36 L0 12 2.08
8chool expenses. - oo covoeemnc|ocacecaooz|-o- PO R, .05 . .18 Y- 5 IO
Tobacco..._..-- - .67 IR T 2 IR SRR PRI BRPPPREEE - .87
Communications. .. __._....... 1.33 L0244 . .01 .02 .02 .02
. Total.qeimmiocanmans s . .28} ..62 %3 42| . .sr| L3l 27

©: 1.25-cent editions or equivalent cost in book rentals. ) ) R
1 Table model, the cost of which is prorated to an annual basi_s WMng it is used 9 years.
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" Parr IIL - Cost SumMmariEs, OCTOBER 1954

Estimated costs of the budget standard ft;r representative family types
[Prices as of October 1954]

Husband-wire families (husband employed)

Itém

Parents Parents Parents
uﬂ‘:ﬁ?}g under 40, under 40, under 40, -
child, 3° boy, 6, boy, 13, boy, 16, girl,
J girl, 4 girf, 8" | 13, 'boy, 10

-Food S $20. 90 $24.05 $27.45 $35.15

Foodathome .. ________.__________________ 17.05 20. 10 23. 50 - 3L10

Vitamin D Supplement. .10 .20 .20 .30

Lunchesat work..____.______________ . ____ 3.75 3.75 3.75 3.7

Clothing_..__..___ .. 5.65 6.85 8.45 11. 20

Housing.____ ... 17.05 19. 10 19.10 19. 90

Rentandheat. ... _____________________ 11.95 12.95 12.95 12.95

Utilities. ... L75 1.95 1.95 2.05

Housefurnishings.__.__._ 1.65 1.95 1.95 2.20

"Laundry, cleaning supplies._._.._._._._____ 1.70 2,25 2,25 2,70

JTransportation...._.______.____________________ 2.50 2.7 3.05 ~3.80

S 1.50 1.50 1.50 1.50

Other. . e 1.00 1.20 1.55 2.30

‘Medical care 4.00 5. 00 5.00 6. 00

Personal care.....__.._________._ 1.40 1.60 1.80 2.45

Other goods and services y 7.36 8.11 8.95 11.01
i Recreation, education, communicationé,

e tobacco : 3.70 | - 4.10 4.70 6. 10

’ Life insurance._ FL20| ) 1.30 1.35 1.55

Union dues - .75 .75 .75 .75

@Gifts, contributions, miscellaneous. ... 1.71 1.96 2.15 2.61

-Total, all goods and services..._..___._____ 58. 86 67. 41 73.80 89, 51

'OASI and diSability tnsurance. .. ._....__. "1.58 1.76 1.90 ~ 190

-New York: State income tax_ .06 .05 .19 N .33

4. 80 3.90 5.30 5.90

16530 | 73.12 81.19 97.64

283 317 352 423

3,396 5,077

4,222 |-

s
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Estimated costs of the budget-standard for representative family types—Continued

Single work-
ingwoman, | Elderly cou- | Widow, 25, S;)cigngoc&u-
,

Item b f ;
455113\[711;1@ ple (retired) chilg, 4 employed
Food o $11.04 $13.14 $11.56 $22.26

‘Foodathome.__.____.__.._________.__.____.
Vitamin D supplement
‘Lunches at work.

Rent and heat_ ..
Utilities....____..

Housefurnishings. ... __ . . .
-‘Laundry, cleaning supp! .60 1.20 1.20 2.30,
Transportation. o oo oo oo 2.00 1.00 .50 4.00
b 1 TR SO 3.00
.50 1.00 .50 100
1.35 3.00 3.00 3.00
75 80 .80 1.35
5. 52 5.75 5.14 7.81
3.45
1.10
1.50
1.76
60. 42
OASI and Disability Insurance_...._.... 2.02
New York State income tax.. .32
Federal income tax..._.._._ 8.20.

Total including taxes: )

Week . .o . 46.07 41.09 39.25 . 70.96
Month____ ... 200. 00 178.00 170.00 307.00

Year ...l 2, 396.00 2,137.00 2,041.00 3,690.00
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Cost: schedule.for. planning budgets : e
[Weekly basis—Prices as of October 1954] -
Personal
Food Clothing care

Employed man e ooocueeeomaoo- $6. 65 $2.30 $0. 60+
R . 6.15 2.30 . 60

. 5.85 2.30 .60
Retited man._. 5.85 1.40 .45
Housewife... 5.65 2.3 .60
5.40 2.35 .60

5.10 1.20 . 35

5. 65 3.80 .75

5. 40 3.80 750

5.10 3.80 .75

2.75 .60 .20

3.20 1.00 20

3.80 110 .20

4.70 165 .2

5.45 1.65 .35
6. 50 2.15 . 35

7.60 2,60 .45

7.60 13.25 1 60

5.25 1.65° .45

5.75 2.30 .45

5.70 2,50 .50

Employed girl._. 5.70 14.50 175

1 Also may be used for single young adults who are employed and living with thefr parents.

Transporta- | Recreation,.
tion (other | education,

than to communica-

work) tion, tobacco-
Hea‘d of household $2.85
Wife or other adult . oo oo oot .60
Child under 6. - el .25
Childétol1l ._____...... .- .40
Child 12to14__.___ - .85
Child15to 20 ___ - © 1.40
Employed boy or girl — 12.75

1 Also may be used for single young adults who are employed and living with their parents.
T T Life insurance 7
Head of household ___ . ___.________ .- [ $0. 80
Wife or other adult _ __ e mem . 30
Child under 10 _ e .10
Child 10 t0 20_ e ecmm—— - .15
Occupational expense (full-time job)

Carfare t0 WOrk _ _ _ _ e e $1. 50
Lunches a8t WOTK _ _ _ _ e e e e mcce e mmm—————— 3.75
Union dues - - e .75

FOOD MODIFICATIONS

Vitamin D supplement: Add $0.10 for children under 21 and expectant mothers.

Expectant mother: Add $1.35 for additional food required during pregnancy.

Nursglg mother: Include food cost for infant to cover cost of extra food required
by mother.

Very active adult: Add $1 for man and $0.80 for woman in an occupation that
requires more extensive activity than the standard.

Therapeutic diets: Compute on an individual basis in accordance with the
prescription of the physician and agency policy.

Adjustments for size of family—Add to cost of diet:

Percent
-person family e eeeean 35
2-person family e 20

3-person family . oo 10
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 School lunches—if required; CL e Co
. Day .. Week
Blementary . e $0.20 $1.00
Junior high__ ; .25 1.25
Senior high .30 1.50

Restaurant meals—if required: Breakfast, 50 cents; lunch or supper, 75 cents
(week $17.50); dinner, $1.25.

. Rent Utilities (elec-| Laundry,? s
Number of persons in family including | tricity, gas, fuggll]sig s | cleaning Mgirlgal
heat ! refrigeration) 4 supplies -
$11.20 $1.15 $0. 90 $0.60 $1.35
10.85 1.45 1.30 1.20 3.00
11.95 1.75 1.65 1.70 4.00
12. 95 1.95 1.95 2.25 5.00
12.95 2.05 2.20 2.70. 6.00
16.00 2.10 2.35 3.20 7.00
16.00 2.15 2. 55 3.70 8.00
. ~'16.00 2.25 - 2.70 4.15° 9.00

1 Or substitute actual rent paid. If heating costs are not included in rent, add as follows:

. . Fuel for central heating
Size of dwelling:

5 rooms and bath

Fuel for heating water

Gas Fuel oil No. 2| . Coal
Number of persons:

1 $0.45 $0.65
2.- 80
3.- 1.15 95
4. 1.45 1.10 .
5 1.75 1.25 [)$1.40 any size family unit.
6. 2.05 . 1.45 (| .
7 2.35 1.60 o

2.60 1.75
9 or more 2.90 1.90

% Add $1.10 for laundry sent out () for & man living alone or (b) for a family in which the homemaker
has a full-time job or is physically handicapped.

P Gifts, contributions, miscellaneous: Compute as 3 percent of the total cost of
specified goods and services. Add to other costs to obtain total cost of goods.
and: services.. i .

. OAS]I, disability insurance, income taxes: When it is necessary to include these
costs to compare the cost of the budget standard with gross income, they may be
added as paid or estimated as follows: : )

- '$ OASI: 2 percent of weekly gross earnings up to $81, or a maximum of

1.60. -

Disability insurance: $0.30 per week for each earner.

New York State income tax: Use reporting form for incomes under $5,000.
Compute deduction and exemptions on a weekly basis. | . o :

"Federal  incomeé tax: Use émployéers’ Federal tax withholding tables

(weekly payroll). o _ v ) :

Gross earnings'class must be sufficient to cover all taxes, as well as the

_ cost of goods and services, . .: S bt . .

‘ A [

oo A ") P ! S
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‘SHORT FORM PoR CALCULATING ToraL Costs or Goobs AND SERVICES BY TYPE

oF-FaAMiLY—WEEKLY Basis-

A. Food, clothmg, and other costs that vary with family status, age, sex, and work status_

“of individuals’
- . [Prices as of October 1954]

N Men and | Women and
boys girls
I. For families of 2 or more persons:
Head of family:
Employed or actively seeking work:
$19.70 $20 40
19.20 20.15
65 ANA OVET o oo oo e aeeas 18.90 19.85
Retired or not seeking work: - -
Under 41.. 13.70 12.75
41 to 64.__ 13.20 12. 50
65 and over. 11.85 10. 85
Dependents of head :
dult: )
Under 41 e eeeecccammac————n 10.95 10. 00
10.45 9.75
9.10 8.10
Child
4.00 4.00
1to 5 (preschool) ____. 5.30 5.30
‘6 to 11 (elementary)__. 7.55 7.40
12 to 14 (junior high) ___ ... 10.35 9. 90
15 to 20 (senior high) 13.00 11.05
Earners other than head (full -time job): . -
Wifeof head ... i iee e - 18.80
Other
16 6020 - oo e eememccece—mamaean 21.20 20.70
21to40.______ 20. 30 20.70
41to64. ______ 16.45 17.45
65 and over 16.15 17.15
II. For persons living alone:
Employed or acuvely seeking work:
Under4l.__.___._.... . 20. 80 20. 40
. 4ltobd._._. 20. 30 20.15
20.00 19.85
14. 80 12.75
14. 30 12. 50
12.95 10. 85
B. Housing and other costs that vary with size of family
]Rctlant, Ln- ¢ Utiligies,
cluding heat | furnishings,
Total and hot | medical care,
water ete.
$17.25 $11.20 $6. 05
- 20.15 10.85 9.30
22.75 11. 95 10. 80
24.05 12.95 11.10
25. 90 12,95 12,95
30. 65 16. 00- 14. 65
32.40 16. 00 16. 40
34.05 -16.00 18.05
C. Miscellaneous
Three percent of total cost as computed from sections A and B. (See the

following.)

I‘ISTRUCTIONS FOR USING THE SHORT FORM

To compute the total cost of goods and services for a specific type of family:
1. Add appropriate costs for each family member according to his family
status, age, and work status (sec. A) to the cost in section B for the given size

of family.

2. Multiply the sum by 1.03 to include the 3 percent allocation for typical

gifts, contributions, and miscellaneous family costs.
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A. Head: Husband, employed,

Other costs family of 4____

Other costs, family of 2____

Nore.—OASI, disability insurance, and income taxes are not included in these costs.

Ezxamples
C. Head: Husband, employed,
70 52 e
Dependents:
10. 00 Wife, 48__ . __.___.
10. 35 Girl, 16..____.___ -
7. 40 Other earners: Boy, 19_____
24. 05 Other costs, family of 4. ___
71. 50
X 1. 03
73. 65 Total . _.___
D. Widow living alone, 68_.___
12. 75 Other costs, 1 person______
5. 30 -
20. 15
38. 20
X1. 03 Total ____._______.
39. 35
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24.

85.
X1

87.

10.
17.

28.
X1

28.

Average costs of

rent, heat, and hot water are shown separately for the conveniece of those who wish to substitute actual

rents paid by individual families.

WeLFARE aND Heavrs Councri, oF NEw York City

“President: Carl M. Loeb, Jr.

Vice presidents: Mrs. William Crawford White, Rlchard 0. Loengard Harry D.

Kruse, M. D.
Secretary: Whitman Knapp

Executive director: J. Donald Kingsley
Director of research: Blanche Bernstein

Treasurer: Kingsley Kunhardt

Assistant executive director: Kathryn Farra
Director, Budget Standard Service: Mrs. Dorothy M. Durand’

THE BUDGET STANDARD SERVICE

Member agencies and representatives

‘Anierican National Red Cross:

Brooklyn chapter: Edith M: Shapcott, home economist
New York chapter: Herbert H. Rummel, dlrector Home Service

Community Service Society:

Alice D. Taggart, assistant director, Division of Family Service

Mrs. Luise K. Addiss, director, Home Economics and Nutrition Service

Mrs. Irene D. Fitzgerald, nutritionist .
Department of Health: G. Dorothy Williams, supervising. nutritionist

Department of Welfare:

Mrs. Margaret L. De Witt, assistant to first deputy commissioner
Eleanore T. Lurry, admlmstrator home. economics program
Mrs. Rita J. Loughlin, home economist
Jewish Family Service: Mrs. Mollie Jacobson, home economist
Judson Health Center: Mrs. Ruth Robbins, nutritionist -
New York State Home Economics Association, Southeastern District, Catherme
Leamy, chairman, social welfare and public ’health section.

New York Tuberculoms and Health Assomatlon, Inc.:

consultant

Queensboro Tuberculosis and Health Assomatxon, Ine.

nutrition education consultant

Visiting Nurse Association of Brooklyn, Inc.:

assistant, nutrition

Mary E. White, nutrition
: Dorothy Wettemann,
Edith M. Shapbott, administrative

Visiting Nurse Service of New York: Nelle M. Sailor, nutrition consultant, chair-

man, Budget Standard Service
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COMMITTEES

. . Food
"G. Dorothy Williams, Chairman Nelle M. Sallor
Mrs. Irene D. Fitzgerald Edith M. Shapcott
Mrs. Mollie Jacobson : Mary E. White
Eleanor T. Lurry Dorothy Wettemann

Consultants:
- Norman Jolllﬂ'e M. D., director, bureau of nutrition, NeW York City De-
partment of Health
Herbert Pollack, M. D., Mount Sinai Hospltal

. Medical care, life insurance, union dues

Mrs. Luise K. Addiss, chairman -

Nelle M. Sailor .

Ml% Beatrice K. Johnson, home economist, New York City Department of
elfare

Ethel Maslansky, nutritionist, New York City Department of Health

M%s, Beatrice Nahemow, home economist, New York City Department of
elfare

K%t(fherme P. Simington, medical social worker, New York City Department of
elfare

Elizabeth Tompkins, home economist, New York City Department of Welfare

Edith A. Turner, senior economist, New York State Department of Labor

Consultants:

Bernard J. Handler, M. D., chairman, subcommittee on voluntary health
insurance, New York County Medical Society
M%Irgaret ¢. Klem, research consultant, New York Cxty Department of
ealth
Louis L. Himber, manager, life insurance adjustment bureau
Eleanor W. Mole executive director, Visiting Nurse Association of Brooklyn
Prof. S. B. Jeﬁ'rres Brooklyn College of Pharmacy )

Clothing and personal care

Fleancre T. Lurry, chairman
Mrs. Luise K. Addiss
Mrs. Rita J. Loughlin
Mrs. Mollie Jacobson
Mrs. Ann G. Bergen, hoime economist, New York City Department of Welfare
Consultant: Mary Omen, home economlst consumer service division, J. C.
Penney Co.
Housing and utilities

Mrs. Rita J. Loughlin, chairman

Mrs. Mollie Jacobson

Eleanore T..Lurry -

Mrs. Ann G. Bergen o

Consultant:: Charles F. Sevenoaks, staff assistant, sales. department Consohdated
Edison Compa.ny of New York, Inc.

Housefurnishings, la.undry, cleaning supplies

Mrs. Irene D. Fitzgerald, chairman

Jane Mulladay, home economist, New York City Department of Welfare .
Laura Snow, home economist, New York City Department of Welfare .
Henri Mae Younge, home economlst New York City Department of Welfare

Transportatlon, recreatlon, other budget items

‘Nelle M. Sailor, chairman

Mrs. Luise K. Addlss ) )
Elizabeth Tompkins ) ’
Mrs. Anne T. Pear], home economist, New York City Department ‘of Welfare
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Senator SparkMAN. If there is nothing further, I want to express
great appreciation to all of you for participating in this discussion.
I have found it most interesting and informative. I know it will be
helpful to the subcommittee in making up its final report.

Thank you very much.

The subcommittee stands in recess until 10 o’clock tomorrow
morning, at the old Supreme Court room.

(Whereupon, at 4:20 p. m., the subcommittee recessed until Sat-
urday, November 19, 1955, at 10 a. m.)
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SATURDAY, NOVEMBER 19, 1955

Coxeress oF THE UNITED STATES,
SuscosmiTTEE ON Low-INcoME FAMILIES OF THE
Joint CommrrtEE ON THE Economic REporT,
Washington,D. C.

The subcommittee met at 10 a. m., Hon. Richard Bolling presiding.

Present: Grover W. Ensley, stafl director, and Eleanor M. Snyder,
staff economist.

Mr. Borring. The subcommittee will be in order.

This session will be devoted to discussion of the general topic In-
creasing Educational and Training Opportunities of Members of the
Low-Income Population.

I am sure we all recognize that the quality and extent of education
received plays a significant role in the development and utilization
of everyone’s capacities; all too often lack of education results in low
earning capacity.

Today we are entering a long period of expanding educational
needs, but with currently inadequate school facilities, plant and equip-
ment, and teaching staff.

It is, indeed, unfortunate that we could not have delayed this sub-
committee’s hearings until after the White House Conference on Edu-
cation, which commences November 28. We are very happy, however,
to have the United States Commissioner of Education, Mr. Samuel
Miller Brownell, as our first witness this morning. The other wit-
nesses of this morning’s session are as follows:

Mr. Douglas W. Bray, staff associate, conservation of human re-
sources, Graduate School of Business, Columbia University;

Mr. Hugh Masters, director of continuing education, University of
Georgia;

Mr. James McCaskill, director, division of legislation and Federal
relations, National Education Association, Washington, D. C., repre-
senting Mr. William G. Carr, executive secretary of the National
Education Association.

Mr. Roland R. Renne, who was to be with us, is unable to be
here.

At this point I will state we will insert his full statement in the
record.

(The complete statement of Mr. Renne is as follows:)

SUMMARY STATEMENT BY ROLAND R. RENNE, PRESIDENT, MONTANA STATE COLLEGE

There are three major means of increasing the earnings of low-income people:
(1) Providing the individual with more property; (2) providing the individual
with more and/or better skills, and talents; or (3) increasing the price that the
individual receives for his services or the services of his property. Extensive
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studies have indicated a high degree of correlation between the years of edu-
cation received and the economic status of individuals.

Of the three major means of increasing earnings, the second, namely, pro-
viding the individual with more and/or better skills or talents, is the most
appropriate and the most lasting. This follows from the fact that nonhuman
property is depletive in the sense that it may be disposed of or, to put it another
way, it is in the nature of a fund which may be sold, whereas a human resource
is in the pature of a flow resource from which only the services may be sold.
Consequently, increasing low incomes by providing more and better talents and
skills is the most permanent solution of the three major approaches.

The type of education as well as the amount of education affects earning
capacity. From a policy standpoint we should promote those types of education
which provide services that are in short supply and/or-in greater demand.

The improvement of our public schools is one way of improving the lot of
low-income families. Some measures which could be adopted to improve schools
in low-income areas include (1) an active, intelligent, and receptive citizens’
committee cooperating with the school board and the school administrators to
analyze school problems and develop effective solutions; (2) consolidation of
school districts to provide larger secondary school units; consolidation does
not necessarily provide cheaper education, but better education for the same
money; (3) better school facilities and more competent teacher personnel, with
adequate programs of teacher preparation and in-service training; (4) more
adequate financial support of local schools to! provide adequate salaries, curricu-
lum offerings, facilities, and equipment. This more adequate support should
represent a combination of local, State, and Federal funds, worked out on a
basis to equalize as nearly as possible the educational opportunities of all youth
regardless of their geographic location or the income status of their families.-

There is no reasonable doubt that, in general, individuals can be made more
productive through education and technical training. When individuals are made
more productive, sdciety, as a whole, becomes more productive. Gains from
increased productivity tend to be generated or spread to the whole economy and
are not limited to those whose productivity has been increased. Since society
gains through the alleviation of poverty, general responsibility for leadership
in such a program should come from the Federal Government.

Low-income problems cannot be alleviated completely through increased edu-
cational opportunities, but certainly education becomes more and more important
in progressive. agricultural and industrial undertakings. The problem today in
adult education is the shortage of personnel to work with individuals, as well
as through mass media facilities.

It seems doubtful that it would be wise to subsidize all low-income families
whose children otherwise would drop out of school before completing high school.
More attention needs to be given to testing, counseling, and guidance services.
In any event, the child should be given some form of technical or professional
training so that he is not forced to drop out of school into a job where his pro-
ductivity is going to be substandard.

Brains are no respector of economic status. No doubt there are many low-
income youth who have-the basic intellect and aptitude for successful scientific
and professional careers. Many will not be able to embark on such careers.
because of a lack of funds for the necessary education.

Failure to capitalize on the gifts of our youth is a social loss. Society gains
through the adequate scientific and professional preparation of those who have
the basic intellect and capacity for it, just as society loses from expenditures
devoted for training those who do not have the capacity. It is not enough to
make scientific and professional preparation available tuition free. In many
cases, it is necessary to make funds available to cover other costs of higher
education, such as board and room, books, and related expenditures.

Education of physically handicapped persons, sick, lame, or blind, has been
recognized as a means of rehabilitation and life adjustment. Federal, State,
and local funds are provided for the education and related help.needed by such
physically handicapped persons. Financially handicapped persons perhaps merit
equal consideration and extensive nationwide scholarship programs, financed in
a large part with Federal funds with particular applications to the youth of
low-income families, certainly merits serious consideration.
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INCREASING EDUCATIONAL AND TRAINING OPPORTUNITIES OF MEMBERS OF THE
Low-INCOME POPULATION

(Statement prepared by Roland R. Renne, président, Montana State College)

Questwn 1. To what extent does lack of education exzplain why so many per-
sons in the productive-age groups have little or no earnings? Does the type of
education received (apart from the number of years of schooling completed)-
effect future earning capacity?

The earnings of income of an individual are determined largely by two major-
factors: (1) The amount of wealth-producing property or assets owned by the-
jindividual and the price received for the services of those assets, and (2) the-
skills or talents possessed and the price received for the services of such skills.
or talents. Consequently, there are at least three alternative means of increasing,
the earnings of low-income people: (@) Providing the individual with more-
property ; (b) providing the individual with more and/or better skills and talents;,
or (c¢) increasing the price that the individual receives for his services or the.
services of his property.

Extensive studies have indicated a high degree of correlation between the years.
of education received.and the economic status of individuals. The United States.
Chamber of Commerce has published a revealing document along this line' This.
and other studies indicate.that regardless of the varying abundance of material
resources, economic well-being is related to the level of education of people.

Of the three alternative means of increasing earnings, the second, namely,.
providing the individual-with more and/or better skills or talents seems the most
appropriate or at least the most lasting. This follows from the fact that non--
human property is depletive in the sense that it may be disposed of or, in other-
words, it is the nature of a fund which may be sold. A human resource, on the-
other hand, is in the nature of a flow resource from which only the services may-
be sold. Thus, increasing low incomes through providing more and better talents:
and skills is the most permanent solution of the three approaches. With greater-
human capacity resulting from better talents and skills, it could properly be-
expected that the accumulation of assets of property would follow. .

The type of education as well as the amount of education affects earning-
capacity. From a policy standpoint, we should promote those types of education:
which provide services which are in short supply and/or in greater demand.

_Education may be secured formally through the school system, or informally
through reading and self-education. But either way, sincere understanding-

. and appreciation of the problems involved in a successful career in agriculture
and the willingness to learn more about the solution of these problems have a.
direct bearing on the success of the undertaking. Many of us have seen well-.
educated people fail in farming, but this failure has been due to unwillingness or-
inability to learn more about the causes of failure.

The improvement of our public schools is one approach to improving the lot
of low-income families. In rural areas in many States, more than half of the-
public secondary schools have less than 300 pupils. The smaller schools have
limited staffs and limited course offerings, especially in the area of trade and.
vocational training. Public schools generally are geared only to provide ele-
mentary and secondary education, Limited provisions, if any, are made by
public schools for post-high school and adult education. Programs of State assist-
ance to local communities are generally based on the principle of equalization.
of educational opportunities. Larger amounts of aid are allotted to communities
with limited tax resources. Such aid programs seldom reach the maximum of"
providing equal educational opportunities. Most States are hard pressed to.
keep up with the increased costs of public education. In general, educational
offerings in low-income or low-resource areas are inferior to those in areas with
a broader tax base. This structure is further reflected in substandard teacher-
salaries and equipment and facilities in low-income areas.

Some, definite measures which could be adopted to improve schools in low-
income areas include: (1) An active, intelligent, and receptive citizens’ commit-
tee, cooperating with the school board and the school administrators to analyze:
school problems and develop effective solutions. (2) School district consoli-
dation to provide larger secondary school units. Consolidation does not provide
cheaper education as a rule, but better education at little or no increased cost.

1 See Education——An Investment in People, Chamber of Commerce of the United States;.
Washington 6, D. C,,
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(3) Better school facilities and more competent teacher personnel, with adequate
programs of teacher preparation and in-service training. (4) More adequate
financial support of local schools to provide adequate salaries, curricalum offer-
ings, facilifies, and equipment. This more adequate support should represent a
combination of local, State, and Federal support worked out on a basis to
equalize as effectively as possible the educational opportunities of all youth,
regardless of their geographic location or the income status of their families. :

Question 2. Can the low-income problem be alleviated by increasing educational
opportunities of members of the low-income group—adults as well as children?
Is there economic justification of expenditure of Federal funds for this purpose?

Bducation and technical skills are part of the production function of indi-
viduals. Effort and initiative are, of course, very important but, given some
degree of initiative, an individual production function will be higher or lower
(more or less fruitful) depending upon the degree of education and training.
There is no reasonable doubt that in general individuals can be made more
productive through education and technical training.

When individuals are made more productive, society or the economy as a whole
becomes more productive. Gains from increased productivity tend to be gen-'
erated or spread to the whole economy and are not limited to those whose pro-
ductivity has been increased. Since society gains through the alleviation of
poverty, it seems reasonable to assume that such action is partly a function of
the Federal Government. Some communities in some States where little or
nothing toward a special program of adult education for low-income groups would
be accomplished on a strictly local support basis, have done considerable with
State and Federal aid. This has been a proven practice in vocational education
in which local and State communities spend three or more dollars for every
dollar of Federal vocational aid. Federal funds do much to stimulate an effec-
tive educational program. The need for this type of special educational effort
to reach low-income groups is self-evident. Actually, a few States have State
laws which discourage use of public funds for adult education, based on the
belief that the public owes a responsibility only for the education of youth.

Those who have worked most closely with programs of adult education have
much faith in its effectiveness. Logically, adults can secure more immediate
benefits from occupational type education than can in-school youths. There are
many more adults than youth in the communities’ employable age group. High
school youth are frequently unaware of their vocational needs until they have
finished high school. If the school has no program of post-high-school education,
such youth are stranded. In addition, adult education may be the only way to
reach the high school drop-outs who frequently come from low-income families.

Low-income problems cannot be alleviated completely through increased educa-
tional opportunities, but certainly education becomes more and more important in
progressive agricultural undertakings. Here again, the success of the enterprise
is dependent upon the proper balance among the factors of production, namely,
land, labor, capital, and management. The cooperative agricultural extension
service operated by the United States Department of Agriculture and the land-
grant colleges is a strong adult education program and has been a major factor
in bringing about the great advances in agricultural efficiency in recent years.
The problem today in adult education is the shortage of personnel to work with
individuals as well as through mass media facilities. .

Question 3. Can the cycle of self-perpetuation of the low-income group be
broken by assisting children in these families to remain in school for a greater
number of years?

Low-income families and low-income areas do tend to be self-perpetuating.
This is partly environmental in the sense that people tend to learn the same
things in terms of both general education and skills as did their parents. This
. may be not only a situation of self-perpetuation, but one of progressive worsening
through creation of excessive supply of people for particular occupations. In
any case, low-income group status is more acquired than inberited and while
families may tend to remain in certain class groups such as low, middle, or upper .
low-income groups, education and other means do enable individuals and family
groups to improve their social and economic well-being,

Both general education and technical training are necessary in erasing the
cycle of self-perpetuation. Young folks must be educated and informed so that
they are disciplined to recognize and analyze their personal and economic prob-
lems. This is a matter of general education. But they must also be put in a
position where they are able to take action. They must learn to do something.
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They-must be given specific training which will lead them to more productive
performance. Healthy, properly nourished bodies are a necessary prerequisite
to educational advance. Dfforts to raise the standard of education among the
poor are doomed unless they are accompanied by programs designed to improve
medical eare and nutrition for these people.

With approximately half of our farm and ranch children ultimately forced
into other occupations, there is certainly a need to direct rural boys and girls
into training programs that will fit them for positions in industry and profes-
sional fields. Furthermore, in some of the areas in western Montana, for ex-
ample, the solution for the low-income family is supplementary income in industry
or the enlarging of the farm unit to employ more fully the family labor and
provide an adequate income. This can result in a small land reform program
and the moving out of some of these families. This may seem like a cruel
approach to some, but the Federal Government and the land-grant colleges do
not have an obligation to make a farmer or rancher out of every person who
squats on a piece of land.

Question 4. Should the concept of free public schooling for all children be
extended to include the provision for financial assistance to those who without
such assistance would drop out before completing 12 years of school.because of
the low economic status of their families? If 30, how can such aid be extended,
and by whom?

An affirmative answer to this question presupposes that 12 years of schooling
of the type currently available is universally desirable. Perhaps some children
do not have the capacity to absorb 12 years of formal, general schooling in a
profitable manner. It seems doubtful that it would be wise to subsidize all
jow-income families whose children would otherwise drop out of school before
completing high school. Maybe more attention needs to be given to testing,
counseling, and guidance services. Children of low-income families who would
gain from continued general education should probably be encouraged to do so
even if it means some form of a direct public subsidy. In any event, the child
should be given some form of technical or vocational training so that he is not
forced to drop out of school into a job where his productivity is going to be
substandard.

While income status may be the most important factor accounting for dropouts
in low-income groups, other factors are important. The federally supported
school-lunch program is an important factor in health and school interest.
School transportation systems, especially in rural areas, aid school attendance.
Better rural roads and road maintenance are related to school attendance. The
need to supplement family income, imagined or real, influences attendance. Such
an isolated item as eyeglasses for needy children is an important factor in main-
taining eduecational progress on the part of individual children. Hidden costs
in education such as school supplies, school annuals, school athletic programs,
school assemblies, etc., may discourage school attendance and interest. :

Much progress has been made in the improvement of economic status of the
Negroes. Commendable work has been done in the field of education by Negro
educational groups in areas of vocational education. These programs merit
special study. American Indians, generally, constitute a low-income group.
Life on the reservations has not kept pace with the rapidly increasing American
standard of living. Special programs for Indian education have failed to im-
prove significantly the economic status of American Indians. Where public
school districts have been organized on or near Indian reservations, it has gen-
erally stepped up the quality of Indian education.

The last part of the question “how and by whom,” has already been answered
in part. Suffice it to say here that it appears that the tasks of giving the right
kind and amount of education to low-income groups and their children are
properly a combination function of local, State, and national units.

Question 5. There i3 a substantial shortage of trained persomnmel in many
scientific and professional areas; also, some federally aided programs are ham-
péred by o lack of personnel competent to perform the services required. What
can be.done to overcome these shortages? Could a scholarship program serve
-the ‘dual role of overcoming particular types of occupational shortages and of
enabling members of low-income groups to receive iraining beyond the high-
school level? What is the role of the Federal Government in meeting this
problem§ )

Brains are no respecter of economic status. There are no doubt many low-
income youth who have the basic intellect and aptitude for successful scientific

69848—55——15
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and professional careers. Many will not be able to embark on such careers
because of a lack of funds for the necessary education. Career selection should
be guided more.by intellectual capacity and aptitude and less by the availability
of personal funds for their pursuit. The land-grant college program—a coopera-
tive Federal-State undertaking, begun with the passage of the Land-Grant Act
in 1862, was designed to provide a higher education, tuition free, for the sons
and daughters of farmers and working class people as well as others. The
land-grant colleges have grown rapidly and today more than a fourth of all
college youth are enrolled in these institutions. Although costs to the individual
student have been kept to 2 minimum and operations have been financed almost
entirely with tax funds, the costs of board, room, books, and related personal
expenses have put a higher education beyond the reach of many competent
children of low-income families.

Failure to capitalize on the gifts of our youth is a social loss. Society gains
through the adequate scientific and professional preparation of those who have
the basic intellect and capacity for it, just as society loses from expenditures
devoted for training those who do not have the capacity. It is not enough to
make scientific and professional preparation available tuition free. In many
cases, it is necessary to make funds available to cover other costs of higher
educanon such as board and room, books, etc.

Scholarships are an important mcentlve to encourage young people to "et a
higher education. Groups interested in encouraging nurses training have been
successful in meeting such objectives through scholarship programs and other
forms of public education. The same emphasis, to a lesser degree, is being
promoted for the teaching profession. Scholarships serve a twofold purpose;
namely, to recognize and reward outstanding scholastic ability and to recognize
the need for financial assistance. Both need and achievement are worthy of
scholarship incentives.

Colleges and individuals have provided loans for many needy students and
the repayment record is generally good. The personal cost of an education is
generally recognized as a good investment, but to youth from low-income groups,
the amounts which would have to be borrowed would seem like a terrific risk
to take and too large an overhead burden to be accumulated before earning pow-
er came into play. For this reason, an extensive loan program is not an ade-
quate solution to accomplish maximum education of the type and amount needed
by youth of low-income families. )

Education of physically handicapped persouns, sick, lame, or blind, has been
recognized -as a means of rehabilitation and life adjustment. Federal, State,
and local funds are provided for the education and related help needed by physi-
cally handicapped persons. Financially handicapped persons perhaps.merit
equal attention.

.Although there are many types of scholarshlps now in operation ? the over-
all financial assistance made available for securing adequate education and
training are, in-general, very much below that needed for our society as a whole.
It would be an excellent investment and one which would pay handsome divi-
dends to have an adequate scholarship and financial assistance program. Al-
though ,certain industries, corporations, and private individuals have domne
much alone these lines recently, it is highly doubtful whether private sources
will ever reach the level of support to provide adequate financial assistance for
all needy and competent youth. Since the public gains generally from the wise
selection and.proper preparation of our youth to their maximum capacity,
the Federal Government certainly has an important function in this program.
An extensive, nationwide scholarship program, largely Federal funds, with par-
ticular applications to the youth of low-income families certainly merlts serlous
consideration. - | . .

Question 6. What kinds of incentives, if any, should the Federal Go'uez nanent
cffer to ‘individuals and prwute enterpmses to encourage their parthpafwn in
scholareh@p programs?’

Questlon 5, above, states that there is a need for scientific and professional
personnel. ' These needs can be met only by the highest possible degree of co-
operation of govelnments individuals, and business. There has been consid-
erable cr1t1c1sm of some of the educational and research foundatlons par-

2 Feingold lists 245 administrative agencies which offer thousands of scholarshx s and'
similar projects.” These scholarships are classified as general, regional, special, and local,
See, Feingold, Norman §., Scholarships, Fellowships, and ‘Loans, vol. II; Beliman Publish-
ing Co., Boston, 1951, D. 312. R ,
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ticularly in the social sciences, and-a controversy has developed concerning the
tax-exempt status of such foundations. Criticism arises because some people
think the foundations are promoting the study of the wrong kinds of things.
Scholarships for truly scientific studies should not attract criticism. The pro-
vision of scholarships is the provision of a social service and funds so pro-
vided should certainly be exempt from taxation. A more extensive application
of tax exemption policies might encourage greater support for scholarship pro-
grams from private sources.

The committee on taxation of the American Bar Association has suggested
that 30 percent of student tuition and fees actually paid by the taxpayer be
applied as a tax credit on the amount of income taxes otherwise payable® In
any case, the Federal Government has an obligation to make thorough and con-
tinuous studies and recommendations of Federal inducements for encouraging
private participation in scholarships and grant-in-aid programs through tax
credits.

Question 7. To what extent does vocational training offer @ means whereby
members of low-income groups can improve their economic status? Do the
current programs adequately reach low-income groups?

Some people are suited to vocational work and others to scientific and pro-
fessional occupations. Vocational training may certainly contribute to a solu-
tion. of the low-income problem. Testing, counseling, and guidance services
should be expanded to determine and activate suitability for their choice of
careers. Those who are qualified for college work should have an opportunity
to get a college education. Those not so qualified should be given the kind
of .vocational training from which they and the economy will benefit. Strong
programs .of vocational education, especially in trade training, are more ade-
quate in large population centers than in rural areas. More area trade schools
are needed in rural areas.

Our current vocational programs do not reach the low-income groups ade-
quately. In many cases, vocational programs are misdirected. For example, in
the Southeastern United States, there has been for many years a surplus of
farm people and the earnings of farmers and farmworkers have been tradi-
tionally low. Yet the South has continued to emphasize training in vocational
agriculture. Currently, the trend in the South is toward industralization and
greater emphasis needs to be placed on vocational-industrial training.

This overemphasis upon vocational agriculture is not limited to the South
however. Very little trade training is provided in rural high schools other
than what is provided in vocational agriculture in the form of farm mechanics.
Vocational agricultural departments have been established in the majority of
rural schools.* ) . :

Our rural high schools of less than 100 students, and there are many, fre-
quently are lacking the several forms of vocational and occupational training
needed to fit the aptitudes and needs of the youth of these communities, as well
as the basic needs of our economy. Even in Montana, a prosperous agricultural
State, more youth are trained in vocational agriculture than there are oppor-
tunities available for employment. Annually, between 900 and 1,000 boys gradu-
ate from Montana high schools with vocational training largely agricultural.
About 60 percent of these are interested in farming as a career, but less than
300, on the average, actually go'into farming. It has been estimated that about
800 farming opportunities arise in Montana each year and of these opportunities
about 500 are on farms with $5,000 or more annual gross income. The other 300
are opportunities on farms with less than $5,000 gross income. The trend toward
larger sized operating units continues with resulting fewer and fewer opportuni-
ties, yet today there are about 1,150 farm boys reaching age 19 in Montana each
year. Thus, more than half of these farm youth must find employment else-
where than in agriculture or be doomed to very low productivity and poverty.

Vocational education programs conducted in cooperation with local, State,
and Federal agencies have effectively served to train people for occupational
competence in times of national emergency. Such programs serve admirably
to train millions of workers for wartime industrial needs. Leaders in voca-

3 American Council on Education, Higher Education, and National Affairs, vol. 1V, No. 19,
Washington, D. C., October 1953, pp. 6 and 7.

+In 1953 there were 9,654 local high school vocational agriculture departments in the
United States. In 1946, the number of high.schools classed as rural was 17,174. See,
Butterworth, Juliann E., and Dawson, Howard, The Modern World School, McGraw-Hill,
1952, pp. 158-159 and p. 494. See also, U. S. Office of Education Biennial Surveve né
Bducation in the United States.
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tional education would be glad to offer their services in developing an expanded
program which would represent more low-income families. The American Voca-
tional Association, in cooperation with Federal and State agencies could serve
as a vital force in the development of an effective program. A well-thought out,
adequately supported, and efficiently executed program would be highly desirable
and would pay good dividends no only for low-income groups, but for the
Nation as a whole.

In western Montana counties where our agricultural extension service people
‘have attempted to work with low-income groups, it has been found that these
groups are unable to change their economic status even when they learn how.
Too much credit was granted in many cases during the war period or imme-
diately following the war, and units were of a size that did not lend themselves
to an adequate income, except in highly increased price periods. Consequently,
expansion, the taking on of new enterprises, and additional credit are probably
the only answers. To achieve this for a few families, many others must move
out of the area. Credit cannot solve the problem, but additional education in
management, consolidation of units, and/or bringing in of industry for parttime
employment, are the important considerations.

Question 8. Does the low earning power of some individuals result from the
fact that they are in the wrong job, in terms of their skills and potentmhtws’
I3 there a need for expanding vocational counseling services, partwula/rby in the
public school system?

Undoubtedly there are many people in the wrong jobs and their earmngs are
consequently lower than they would be otherwise. We find misfits in every
vocation. The percentage in agriculture is probably no greater than in many
other types of work. To make matters worse, we keep training people for
the wrong jobs. As has been mentioned previously, there is a great need for
more and better testing, counseling, and guidance services, particularly in the
junior and senior high school years, but from the seventh and eighth grades
on up.

Federal and State vocational funds allotted for guidance services are used
largely to pay for services of State supervision. Local schools must provide the
major cost of counseling services. Such services are apt to be of a poor grade, or
even entirely missing, in small schools and in schools of low-income population
areas.

Much has been learned in recent years about testing and counseling youth and
adults in making intelligent job and occupational choices. Much needs fo be
learned and undoubtedly will be learned as testing, guidance, and counseling
services are increased.

The importance of reaching parents in determining the needs of youth and
enlisting their aid is well recognized. In low-income population areas, this is an
especially important point and for successful execution will require special
efforts of Federal and State as well as local personnel.

Mr. Borring. Mr. Brownell, would you like to present your state-
ment now ?

STATEMENT OF SAMUEL MILLER BROWNELL, UNITED STATES
COMMISSIONER OF EDUCATION

* Mr. Brownerr. Thank you, Mr, Chairman.

I appreciate the opportunity to be present at this dlscussmn of an
important problem as related to education.

ecretary Folsom, in his testimony, pointed to inadequate educa-
tion as 1 of 6 causes of low income, and I shall make some com-
ments to expand on this point, and in so doing, what I propose in these
opening remarks is to give an abridgment of the formal statement
that you have before you.

I would note first that there is a significant general correlation be-
tween income and the extent of education. For example, the median
annual income for those with no schooling, as shown in the 1950 census,
was $1,108; for those with 8 years of elementary schooling, $2,533; and
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for those with 4 years of college education it was $4,407. But I would -
point out that while this is the median for persons with education of
that sort, there is a tremendous variation within each range. We have
some people with little formal education who have high income, and
some people with a great deal of formal education who have low
income.

There are other factors that are important. Nevertheless, it does
show the general relationship between education and income.

Secondly, I would point out that investigations going back as far
as 1988 show that the strongest single factor in determining how far a
youth goes in school is the income of his father, so you have sort of a
vicious circle there, wherein the grade in school attained by an indi-
vidual largely determines his income, and his income largely deter-
mines the extent to which his children will be educated.

Now, while that is true, I would point out that we have had one or
two rather fundamental studies that have shown that there are other
relationships, as for instance in Dr. Hollinghead’s noted study, Elm-
town’s Youth. He points out the fact that children from low-income
families have certain other handicaps that are not related necessarily
to their intelligence, and in his summary he makes this statement that
1 should like to read:

Behind the stark figures of grades received in courses and scores made on intel-
ligence tests lies the Elmtown social system. The culture complex associated
with classes I, 1T, and III trains boys and girls to respond positively to compet-
itive situations such as that presented by examinations and intelligence tests.
Experience imbues them with a need for personal achievement that is expressed

in their constant search for success, teaching them from infancy to face each new
situation aggressively and to overcome it to the best of their ability.

Then a little later he indicates:

On the other hand, the class V adolescent (the lower group in income and
social status) has been subjected to a family and class culture in which failure,
worry, and frustration are common. He has not been trained at home to do his
best in school. His parents have not ingrained in him the idea that he must
make good grades if he is to be a success in life. Moreover, the class system
as it functions in the school does not help him to overcome the poor training he
has received at home and in the neighborhood. '

While that is a generalization from the specific study, and has the
limitations of such a study, nevertheless observation tends to confirm
that that is more generally true than just in Elmtown. I would like
to make, therefore, the point that educational agencies are confronted
by limitations in the extent to which they can break this cycle to which
I refer; because educational institutions are a part of society, just
as low-income groups are, and one can hardly expect that a social
institution can be entirely independent of the social forces that bring
it about, or that it can support the rest of the social culture in which
it is located. '

But I would point out that in spite of this, education has proven
itself our Nation’s most effective weapon against a static, economic
caste system for individuals. But if it is to be effective in that way,
it has to be powered by the action of the people to make available
to children from low-income groups an adequate amount of education
of a kind and quality that will be accepted by them and will be useful
to them. .

Since it appears that children from low-income families more fre-
quently than for the population generally have less incentive for
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study, and more handicaps to full participation in what the schools
may offer, and are more easily frustrated and lack home incentives
for exerting their best efforts in school affairs, it follows that more .
than average school resources seem to be called for where low income
is assoclated with homes.

Now, I would like to look at some of the ways in which an attack
is being made on the problem of education for low-income groups.
I would first call attention to the fact that in many of the States the
‘programs which they provide in financing of the schools provide
greater State support for the low-income school districts—as a part
of their program of what is ordinarily known as equalization—and
I think we should give full credit to the very considerable efforts
that have been made, and the considerable success that has resulted
from the efforts of many of the States in this direction. While it is
not as far as we—all of us, I think—would like to have it go, it is
true, nevertheless, that a very good start has been made by many of
the States.

Then T call attention to the fact that the conviction that the aims
of education must be defined by the people, but not confined to local
perspective, is one of the bases for planning the forthcoming White
House Conference on Education; that it has been one of the guiding
principles of the conference; that citizens are the custodians of edu-
cational aims and it is up to the people to plan together programs of
action to secure the kind of education and the amount of education
that should be provided, in the perspective of local, State, and national
concern. One of the purposes of having the State conferences and
the White House Conference was to encourage the persons who are
responsible for the planning of local education to see beyond their
local concerns, and in facing up to the facts, to see such inequalities
as exist in the areas where there are low-income families.

Now, it is within this context that the Office of Education exists;
it has been established by the Congress, essentially for the purpose of
providing information to American educators and citizens, in order to
help them deal in large perspective with the problems which confront
them. I would note that one exception to this is our vocational-edu-
cation program, which is essentially an operational program, and
-which was developed on the heels of a report of a Presidential Com-
mission a good many years ago, which stated, that “high standards of
living are a direct result of better education.”

Current statistics indicate that persons who have enrolled in voca-
tional-education programs since that time, have very decidedly en-
-hanced their economic status. One survey, as noted in the material T
supplied you, shows that industrial employees with high-school diplo-
mas and 2 years of vocational training earned an average of $20.30 a
‘week more than did persons who had high-school diplomas but no
vocational training.

We can enlarge upon this later if you wish.

Now, apart from the vocational-education program, I would like to
mention a few other areas of activity of the Office of Education that
are related to the concerns of this subcommittee.
~First, I would note that for a considerable number of years the
Office has collected and disseminated information on the retention of

’

pupils in schools and as a result of the effort of people in the schools,
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we have been able to point out that whereas in 1925 only 316 out of
each thousand who entered the fifth grade graduated from high school,
that of the group which entered in 1945, 590 out of each thousand
graduated from I;xigh school. Very considerable progress has been
made in this area. . :

Second, in the area of the migrant workers, we have been holding a

series of conferences on this problem, and holding continuing consulta-
tions with the chief State school officers in addition to collecting data
in that area. Then, in connection with our program on the guidance
of youth, we have our Section on Guidance and Personnel, which has
been endeavoring to encourage greater local interest and activity in
the guidance field.
* In the area of the exceptional children, including those with physical
and mental handicaps which retard their school programs, and their
occupational usefulness, we have a section which has been providing
information on this problem to make the public more aware of the
needs in that area. . )

We have recently established a section dealing with adult education,
particularly the aging and the functionally illiterate, as a recognition
of our concern for this problem area. I would note also that in our
budget for 1957, where we are attempting to develop resources for a
considerable amount of research in the field of education, one of the
10 problems that we have included is-a research project-on the educa-
tional aspects of this low-income problem. o

- In this statement I have tried to call attention to the relationship of
an individual’s education to his income; the relationship of family
income to educational opportunities for children; the significance of
education -as a means for individuals to improve their social and
economic status; and the special needs of the children from low-income
families for good education. I have noted that a fundamental ap-
proach to providing adequate education for children of Jow-income
families lies in an understanding of the problem by those responsible
for schools, and that this is an important reason for the study-plan-
hing-action programs of citizens and educators in the local, State, and
the White House conferences on education. Finally, I.-have noted
that the Office of Education, in its on-going program, is carrying on a
number of activities relating to the concerns of this.committee, and I
hope that as the discussion goes forward, we may have an opportunity
to expand on some of those points.

(The complete statement of Mr. Brownell is as follows:)

‘STATEMENT BY S. M. BROWNELL, COMMISSIONER OF EDUCATION, DEPARTMENT OF
© HEeALTH, EDUCATION, AND WELFARE

GENTLEMEN: I am pleased to take part in this discussion of the problems of
low-income families, for it is an area in which educators have both an interest
and a responsibility. Education influences the material product of our Nation,

- and the existence of educational opportunities is largely dependent upon .the
economic well-being of the country. It is also true that for invididuals there
is a significant correlation between income and extent of education.

To illustrate the point that income and education are related, let me point
out that data from the 1950 Census show that the median annual income for those
with no schooling was $1,108, for those with 8 years of elementary schooling it
was $2,533, and for those with 4 years of college education it was $4,407. 1
would point out, however, that there is great variation within groups at the

. several levels of income. It is a matter of common knowledge that there are
many persons who, though deprived of a formal education, have achieved great
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financial success; and there are many persons whose dollar income does not
reflect their extensive training. Nevertheless, these figures, it seems to me, tend
to confirm a well-accepted view that, in general, an individual enhances his earn-
ing power by advancing his education. But if it can be shown thus clearly
that education means greater earning power, why is it that people fail to take
full advantage of educational opportunities? Here, too, I think income is a

. factor.

Studies of school retention have shown that pupils from families of low
economic status are those most likely to drop out of school. A 1942 study
(by Karpinas and Sommers), for instance, found that for the age group 15 to
19, the percentage of white males attending high school ranged from 67.2 for
the lowest income group (under $1,000 or on relief) to 95.9 for the higher in-
come groups ($3,000 and over). Inreporting an investigation which he made for
the American Youth Commission as early as 1938, Howard Bell concluded that
the strongest single factor in determining how far a youth goes in school is
the income of his father. Recent studies, such as a current report on The
Nature of the School Population in the State of Illinois, tend to confirm this.
Link this fact with the fact that degree of learning affects earnings, and the
situation appears to be a vicious cycle: The grade in school attained by a in-
dividual largely determines his income; his income largely determines the
extent to which his children will be educated—and then the cycle starts again.

Prof. A. B. Hollingshead’s noted 1949 study of Elmtown’s Youth analyzes
this cycle with care i a representative community. He points out that low
socio-economic status also adversely affects:

(a) Academic performance. (Although only 11 percent of his class V group
had an I. Q. below 90, 89 percent of this group failed at least one course. Al-
though intelligence was associated significantly with class position, the degree
of association was not high enough to account for the concentration of failures
in class V. Neither was it great enough to attribute the high grades in classes
I and II to the intellectuual capacity of this prestige level.)

(b) Participation in school activities. (100 percent of the upper-class children
participated in extracurriculum activities, while only 27 percent of the lower-
class children participated.)

(c¢) Choice of school courses. (Children of low-income families favored the
commercial course markedly over the college preparatory, while upper-class
students greatly inclined to the college preparatory course.) .

. Mr. Hollingshead’s comments on the subject of why low-income children do
relatively poorly in school and incline to drop out before completing high school
are of interest:

“Behind the stark figures of grades received in courses and scores made on
intelligence tests lies the Elmtown social system. The culture complex asso-
ciated with classes I, II, and III trains boys and girls to respond positively
to competitive situations such as that presented by examinations and intelligence
tests. Experience imbues them with a4 need for personal achievement that is
expressed in their constant search for success, teaching them from infancy
to face each new situation aggressively and to overcome it to the best of their
ability. When they take a test, whether it is arithmetic or intelligence, they
normally try to do their best on it, for their ego is on trial and they must
make good, and they generally do. On the other hand, the class V adolescent
has been subjected to a family and class culture in which failure, worry, and
frustration are common. He has not been trained at home to do his best in
school. His parents have not ingrained in him the idea that he must make
good grades if he is to be a success in life. Moreover, the class system as it
functions in the school does not help him to overcome the poor training he has
received at home and in the neighborhood. We believe that such factors as
these have as much influence on the differences observed in the test scores as,
native intelligence, but this is essentially an impression—an impression, how-
ever, based on evidence accumulated in Elmtown.”

This leads me to a point which- I should like to emphasize; namely, that
educational agencies are confronted by grave limitations in the extent to
which they can break up the cycle to which I have referred. Schools simply
cannot do the whole job. Educational institutions are the creations of society,
just as low-income groups are, unhappily, a creation of that same society. We
can hardly expect schools to accomplish what the larger society does not
accomplish, and we cannot expect the schools to do for the child what parents
do not want done for the child. If, however, society undertakes to remedy
such- handicaps as confront many individuals in low-income -groups, then..it
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may count upon the schools of the Nation as an effective instrument and
medium for enhancing its efforts. Education has proven itself our Nation’s
most effective weapon against a static economic caste system for individuals
in our society, but it must be powered by the action of the people to make
available to children from low-income homes an adequate amount of education
of a kind and quality that will be accepted by them and will be useful to them.
There is, little virtue in having pupils sit in a classrcom. The value of school
lies in what changes take place in the individual. Since it appears that chil-
dren from low-income families more frequently than for the population gen-
erally have less incentive for study, and more handicaps to full participation
in what the schools may offer, and are more easily frustrated and lack home
incentives for exerting their best efforts in school affairs, it follows that more
than average school resources seem to be called for where low income is asso-
ciated with homes. The programs of States which provide greater State support
for low-income school districts is one of the most notable ways in which efforts
have been made to meet this problem. In this way the people of the State have
attempted to retain local operation of schools, but to increase the school oppor-
tunities beyond what the community would or perhaps could provide from its
own resources.

Conviction that the aims of education must be defined by the people but not
confined to local perspective is apparent in the planning of the forthcoming
White House Conference on Bducation. This historic conference is designed
to give Americans from all walks of life an opportunity to study and to voice
their views on major educational problems. Some 500,000 citizens and educators
during the current year have met and discussed these problems in State, local,
and regional gatherings in every State and Territory. The guiding principle
of this Conference, the idea for which originated in the Office of Education, is
that citizens are the custodians of educational aims, and that it is up to the
people to plan together programs of action to secure the kind of education and
the amount of education to be provided in the perspective of local, State, and
national concern. The variation in available education to children in many low-
income families and the greater need of these children for good education is one
_of the conditions made evident by the citizen study that is taking place.

Within the context of this grassroots philosophy of American education, the
Unpited States Office of Education exists essentially for the purpose of providing
information- to American educators and citizens-—in order to help them deal
wisely with the problems which confront them. Thus the Office of Education
carries on activities in the area of research, information, and advisory services
which bear upon the educational problem of low-income families.

The vocational education program is, in a sense, an exception to this. It is
an operational program employing Federal funds, but even here the responsi-
bility for operation is decentralized into the hands of State agencies so as to be
closer to the people. This program was designed to enhance the occupational
qualifications of persons interested in certain major vocational areas (agricul-
ture, trade and industry, home economics, and distributive occupations). It
began with the passage of the Smith-Hughes Act of 1917, and the Federal funds
amounted to more than $30 million in the current fiscal year. Initiation of this
Program followed on the heels of a report of a Presidential Commission which
doclared that “High standards of living are a direct result of.better educa-
tion * * *7 and current statistics indicate that persons enrolling in vocational
education programs since that time have greatly enhanced their economig¢ status.
One survey showed, for instance, that industrial employees with high-school
diplomas and 2 years of vocational training earned an average of $20.30 more a
week than did persons who had high-school diplomas but no vocational train-
ing. In our close association with the several State boards of vocational educa-
tion, we- are aware that the several States are making efforts to see that this
earning edge is provided where it is needed within their respective States, and

_we see it as our task to advise and consult with these State hoards toward the
most effective development of their programs. '

Apart from the vocational-education program, I shall mention other areas
of activity in the Office of Education which seem to me to relate to the concerns
of this subcommittee. They are areas in which we are performing research and
advisory services:

1. The retention of pupils in school, on which our Office has for decades col-
lected and compiled data. (I would note here that more students are staying in
_school longer now than in the past. In 1925, 316 of each 1,000 fifth graders
graduated from high school, whereas 590 out of each 1,000 do nowadays. Never-
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theless even the current figure indicates large numbers of our youth failing
to take full advantage of school opportunities.) . ’ ) .
2. The education of childrén of migrant workers, who constitute a significant
low-income group. We have been holding a series of conferences on this problem,
and holding continuing ocnsultations with chief State school officers, as well as
collecting available data. . L ) o
3. The guidance of youth, in academic, personal, and occupational matters,
an area in which our Guidance and Student Personnel Section has been endeavor-

ing to encourage greater local interest and activity. =~ - : ) .

4. The education of exceptional children, including those whose physical and
mental handicaps retard their school progress‘as well as their occupational use:
fulness. This has been the cdncern of someé of our spécialists, whose publica:
tions are helping make the public aware of this sigrificant ptoblem. ’

5.. The education of adults, particularly the aging, and the functionally illiter-
ate, in which areas we have become increasingly active. ' oo

In this brief statement I have tried to call attention to the relationship of
education of the individual to his income and of family income to educational
opportunities for children, of the significince of education as a means for indi-
viduals. to improve their social and economiec status, and of the special -needs
of the child from low-income families for good education. I have noted that
a fundamental approach to providing adequate ‘education for children of low-
income families lies in an understanding of the problems by those responsible
for schools. This is an important reason for the study-planning-action programs
of citizens and educators in the local, State, and White House Conferences on
Education. Finally I have noted that the Office of Education in its on-going
program is carrying on activities relating to a numbér of the conéerns of this
subcommittee. I am hopeful that in the discussions promoted by this subcom-
mittee and in its deliberations we may be able to contribute constructivély. We
hope from you to receive useful information and ideas.

You are all aware that in the light of increasing educational needs—in this
area and in many others—the administration i$ introducing legislative proposals
which would permit the Office of Education to lend greater assistance to State
and local agencies in their educational efforts. Needless to say, I shall be happy
to discuss these with you here today in terms of their potential impact upon
the condition of low-income families.

Mr. Borrine. Our next witness is Mr. Bray, who I understand is
also speaking for Eli Ginzberg, who is the director-of conservation of
" human resources at Columbia University. We are sorry Mr. Gizberg

was unable to be with us today. ‘

‘Mr. Bray, you may proceed.

STATEMENT OF DOUGLAS W. BRAY, STAFF ASSOCIATE, CONSE_R~VA-
TION OF HUMAN RESOURCES, COLUMBIA UNIVERSITY

* Mr. Bray. Mr. Chairman, millions of Americans are not receiving
as much education as they could profitably absorb. This is a erucial
factor in perpetuating the low-income group in the population and in
the country’s failure to meet the demands for highly skilled and pro-
fessional workers. . : '

We do not believe that Federal scholarship aid to individual stu-
dents is the best way to overcome the Nation’s educational deficiencies.
Financial considerations impede only a small percentage of able stu-
dents from entering college. Financial need ranks low among the
causes of withdrawal from elementary and secondary school.” '

- The most important way to improve.the educational level .of the
population is to improve the entire system of public education from
elementary school on, especially in localities Wﬁere it is now notably
weak. Such improvement, would reduce and eventually eliminate the
problem of illiteracy. Tt,would raise the proportion of able young
people who remain in school until they complete high school, and it
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would increase their motivation to continue their education in-college.
Most important, better early education would increase the proportion
of the population with good capacity for learning and would thus
expand the number who could profit from advanced education and then
enter more demanding fields of work. o

Our first recommendation is that Federal funds to strengthen public
education be made available to those States which have difficulty in
raising sufficient money for education because of low per capita income
and a disproportionately large number of children of school age.
Funds would be available, however, only to States making at least an
average effort to provide their own financing. Specifically, those
States would qualify for aid whose tax rates for education equal or
exceed the national average but whose tax yield per child of school
age is less than the national average. :
" Secondly, we place considerable emphasis on the potentially great
contribution vocational guidance can make in encouraging young peo-
ple to stay in school longer and profit more from their studies. Al-
though the States now can receive funds under the George-Barden
Act to match funds expended for a variety of activities, one of which
is vocational guidance, they can receive all the funds to which they are
entitled without expending anything for vocational guidance. We
believe that Congress should consider increasing the amounts available
under the act, but should provide that the increase would be available
only to match funds expended by the States for guidance purposes. '

In addition to strengthening elementary an% secondary education,
including guidance, ways must be found to give young adults of limited
education a second chance to acquire at least the fundamentals of
education. During World War II, the Armed Forces sent several
hundred thousand young men to special training units for this purpose.
Since then, however, higher selection standards have.kept such men
from béing inductéd. The Armed Forces are reluctant to accept in-
dividuals who require special training because such men are less easily’
used than others and because a program of special training increases.
costs. We believe that Congress should make the necessary adjust-
ments in manpower ceilings and budgets to make it possible for the,
military to induct men who are acceptable except for the fact that they
score below the current minimum on the Armed Forces qualification
test. By sodoing, the Armed Forces would expand the pool of readily
usable manpower for any future mobilization and make-a substantial
contribution to the civilian economy. ' ’ '

Our final point should be made concerning the relationship between’
scholarship aid and the status of low-income groups. The more. that,
admission to college is put on a nationally competitive basis, the more
will disadvantaged sectors of the population suffer. The more college:
entrance is limited to those attaining high scores on an aptitude test,’
the smaller the enrollment of southerners as compared to northerners,,
rural residents as compared to urbanites, and Negroes as compared
to whites. Such results would impede the processes through which the’
position of such groups can be raised. Teachers for schools in de-
pressed rural areas are not recruited from well-prepared high-school
graduates in New York, Chicago, or Los Angeles, who score high on
tests of scholastic aptitude. They come from the areas.in which they
eventually-teach and, consequently, they.score relatively low on tests..
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The effect of competitive college admission on the educationally under-

privileged regions will become more threatening as the number in the

population of college age increases and college facilities are overtaxed.
The complete statement of Mr. Bray is as follows :)

Statement by Eli Ginzberg and Douglas W. Bray, conservation of human
resources, Columbia University

. INCrREASING HIDUCATIONAL AND TRAINING OPPORTUNITIES OF MEMBERS OF THE
Low-INCOME POPULATION

INTRODUCTION

This statement.does not answer directly the several questions set forth in the
discussion topics listed by the subcommittee. It attempts rather to provide a
framework for the consideration of these and other questions concerning the
relationships among education, work, and income.

The relationship between education and the ability to meet the citizenship and
work requirements of adult life has been a principal focus of interest of the
conservation of human resources project. This project was established by
President Eisenhower, while he was at Columbia University, because of his
concern with the striking wastage of manpower revealed by the experience of
‘World War II. Over 1.6 million men were rejected for military service for
mental and emotional reasons and an additional three-fourths of a million had
to be separated before the normal expiration of their term of service for similar
deficiencies.

The work of the conservation of human resources in the area of education
and work performance so far is reported in the following books and articles by
members of the staff, forwarded herewith :

The Uneducated, by Eli Ginzberg and Douglas W. Bray, Columbia University
Press, 1953.

Issues in the Study of Talent, by Douglas W. Bray, Columbia University Press,
1954.

Psychiatry and Military Manpower Policy, by Eli Ginzberg, John L. Herma, and
Sol W. Ginsberg, M. D., Columbia University Press, 1953.

Better Preparation for Better Jobs, by Eli Ginzberg, summarized in The
National Urban League Reexamined, 1955.

Education and National Efficiency, by Eli Ginzberg (to be published in Inter-
national Yearbook of Education, Loudon).

Man's Mental Resources and Tomorrow’s Needs, by Douglas W. Bray, Saturday
Night (a Canadian weekly), April 9, 1955.

The Meaning of Equality in Preparation for Work, by Eli Ginzberg, Conference
on Science, Philosophy, and Religion, 1955.

Conservation of Human Resources report, summer 1955.

In addition to these, the staff of the project is presently engaged in two studies
which will have great relevance to this area. One is the Development of Negro
Potential ; the other is Personality and Performance: a Study of the Ineffective
Soldier. The staff of the project has also worked with the National Manpower
Council in connection with those aspects of the council’s work which have to do
with education. (Information and materials relative to the National Manpower
Council have -been forwarded by Henry David, the executive secretary of the
counecil.)

Concern with the relationships between education and work runs all the way
from questions about the usability and earning power of the illiterate and
extremely educationally deprived through the problem of increasing the number
of persons reaching the doctoral level. In order to clarify the range of issues
involved it will be useful to consider three distinct groups along this continuum :
(1) The severely educationally deprived whose chances of performing anything
but the lowest and least well-paying type of work are practically nonexistent:
(2) the supply of high-school graduates of average ability or above, many of
whom become skilled workers and-technicians; and (3) the supply of capable

. college graduates.
THE UNEDUCATED

. The work of the project to date has heavily underscored the expected finding
that inadequate education severely handicaps an individual in meeting the obli-
gations of citizenship and in earning a decent leving. In respect to the former,
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over 700,000 otherwise acceptable men were rejected for military service during
World War II because of mental deficiency, which was mostly a deficiency in
education. In addition, another 230,000 men were separated from the armed
services for inaptitude; the educational level of these men was extremely low.
Our study of Personality and Performance; The Ineffective Soldier in World
War II has indicated further that separations for various other reasons were
considerably more frequent among the more poorly educated. In short, educa-
tional deficiencies constituted a serious national handicap in the military effort
of World War II.

Although there has been some reduction in the proportion of the population
suffering from severe educational deprivation during the last decade, even the
most recent figures on screening for the armed services indicate that the loss

of manpower for this reason is still highly significant. Over 10 percent of the.

men who were otherwise available for military service during the fiscal years
1953-54 were rejected because they could not achieve a satisfactory score on the
Armed Forces qualification test. That these failures are, in large measure, due
to poor educational background rather than inborn limitations is clearly indi-
cated by a regional comparison. The rate of failure in the Southeast, where
public education is the weakest, was 28 as compared to 7 percent in the Northeast.

The effects of poor education are certainly not limited to the failure to be able
to perform military service. Our study of the backgrounds of the illiterate and
poorly educated men who were sent to special training units in the Army revealed
that the great majority of men had merely eked out a living on poor paying jobs

or in subsistence farming. In 1952 we sent a questionnaire to a number of large.

employers in those sections of the country where there is a considerable amount
of educational deprivation asking them about their policies with respect to
employment for the poorly educated and the illiterate. The overwhelming con-
clusion was that employers would either not hire such individuals at all if they
could possibly avoid it or, if forced to hire them, would use them only as sweepers
or in other menial chores.

The experience of World War II demonstrated that even the most poorly

educated men are far from uneducable. Between June 1943 and the end of
hostilities, the Army accepted over 300,000 poorly educated men, the majority
of whom had completed less than three grades of school, and sent them to special
training units. There they were given instruction for 12 weeks or less designed
to bring them up to fourth grade literacy and arithmetic skill as well as to teach
elementary military skills. Only 1 out of every 10 was unable to profit from
the learning opportunity. In our study, The Uneducated, we traced with con-
siderable care the subsequent military careers of a representative sample of
these men, and also found out something about their subsequent civilian adjust-
ment by means of a simple questionnaire. We found that the great majority
of them had turned out to be satisfactory soldiers or better and that many of
them had somewhat improved their situation in civilian life over what it had
been before induction. Furthermore, a large proportion looked back upon their
opportunities for basic education while in the Army with gratitude because it
had made military life easier for them and helped them after discharge.

This is not to imply that such individuals could, at this late date in their-’

lives, make great educational gains. Only a very few, it may be conjectured.
would have ever reached the .level of the high school graduate even were the
course greatly extended and great pains taken. Gross deprivations in child-
nood are not so easily corrected. Nevertheless, there is convincing evidence
that the educational attainment and the potential work performance of the
very poorly educated can be raised significantly with a relatively small in-
vestment.. . .

_There is no agreed-upon level of schooling which sharply divides those who
might be considered educationally deprived from those who would not be. It'is
significant, however, that ore-eighth of the Nation’s 25 year-olds have com-
pleted no more than 7 grades of school. This is well over one-quarter million
young adults of this age alone. The Nation still has a long way to go in pro-
viding everyone with a minimum education.

ABLE HIGH SCHOOL GRADUATES

As is well known, there is an evermore imperative demand for individuals of
average or better intellectual ability who have graduated from high school.
From this group must come those who will enter college and become scientific and
professional workers and many others who will develop into skilled workers and
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technicians.” The extent to which young people are now continuing their educa-
tion at least through high school graduation, is clearly a matter of national im-
portance. And, it is noteworthy that fully 40 percent of the school age popula-
tion still does not do so.

Both industry and the Armed Forces -emphasize that although they expect to
provide the specific training necessary to enable a man to become a skilled work-
er,. the individual must -have the background.and ability on which they:can
build. Industry is becoming ever more insistent that the person in whom they
will invest be a.high school graduate. The Armed Forces limit their technical
training pretty much to those who are in groups I and II on the Armed Forces
qualification test, or, at the outside, no lower than those in the upper- part of
group III. This means that they demand those who are at least average in
ability. :

High-school graduation and a higher than average ability score are related
indexes. For example, during the fiscal years 1953-54 the percentage of groups
I and II accessions to the armed services from the Northeast was 39, 16 from
the South, and 43 from the Far West. The percentages of the corresponding
age groups graduating from high school in the 3 regions were 54, 30, and 61. In
those areas where the public schools are relatively weak fewer people -graduate
from high school and the population makes:poorer scores on ability tests like the’
. Armed Forces qualification test.

As would be expected, the rate of graduation from high school is greater for
those of average ability and above than for the general population. It was noted
above that 40 percent of all our young people do not now graduate from high
school. The figure for those of average ability and above is much better, only
20 percent fail to graduate, but this is, obviously, not a matter for rejoicing.
It indicates that over 400,000 young people of ability a year are dropping out be-
Iore they graduate from high school.

The great bulk of this loss takes -place in the high school itself. Only 7 per-
cent of those with at least average ability fail to enter high school. The high
school dropouts in this ability group, therefore, amount to over one-quarter of
a million each year. .

Most of this great loss is made up of individuals who are not clearly college
material. Nearly 9 out of 10 are those who are of at least average ability, but
below the ability level considered, on the average, to be needed for success at a
good college. This means that the loss affects primarily the supply of able high-
school graduates available for skilled and technical training, since college grad-
uvates generally do not enter this type of work. Looked at from the viewpoint
of the individual, most of these dropouts will find their job and income horizons
more limited than they might have been.

- There are many and complex reasons behind high school dropouts and it is diffi-
cult to give exact weight to particular reasons, especially if one is talking on a
national basis. Nevertheless, financial need of the pupil does not appear to loom
as very important. A New York State study, for example, in which high-
school principals reported on why students drop out, showed that ‘“‘real need to
earn money to help out at home” ranked only 15th. The attitude of parents to-
ward the importance of more schooling ranked much higher, as did a general dis-
like of school. It islikely that dropouts among those of average ability and above
result in major part from the attitudes of the individual’s family and friends—
attitudes which the school, perhaps because of deficiencies of its own, cannot
overcome. In many places the school needs financial aid much more than the

students.
THE COLLEGE POPULATION

. The fact that many high-school graduates with good scholastic ability do not
go on to college has received much attention in recent years. It has been pointed
out that less than half of those with college level ability, the upper sixth of the
population, and only a little over half of those even with scholastic aptitude indi-
cating potential for postgraduate work enter college, Several prominent groups
have been seriously concerned with these facts; the National Merit Scholarship
Corp. is a recent and strkag example.

Certain difficulties in making use of this large reserve of college potential
less often gain attention. The first is that over half, perhaps as high as 60 per-
cent, of the reserve is composed of women. This is because a somewhat larger
number of girls than boys graduate from high school and a smaller percentage
of girls enter college. Although one can certainly maintain that more able
svomen should have the advantages of a college education, one cannot avoid the
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fact that women college graduates are much less likely than men to pursue an
active scientific .or professional career. . o .

‘Secondly, a sizable fraction of those with college aptitude do not earn suffi-
ciently-high grades in high school to warrant much optimism ‘about" their suc-
cesg§, in .college, were they ‘to attend. About one-fifth of them rank in the lower
half ‘of-theirshigh-school classes. ' . . T

Finally, a considerable number of able high-school graduates have not taken
college preparatory courses. A recent study by the National Science Founda-
tion showed that nearly 40 percent of the high-ability students have not pur-
sied a college preparatory course. For these reasons it must not be thought
that by any means all high-school graduates of good scholastic aptitude who
do not now.go to college are part of a ready reserve of good’ college students
and of future scientific and professional workers. ) .

Economic considerations apparently do not play a major role in preventing
able high-school graduates from entering college. The National Science Founda-
tion study also revealed that only 12 percent of able high-school seniors in an-
swering the quqstion “If you do not go to college, what will the reasons probably
be,” said that-it*would cost more than their families could afford.

POLICY IMPLICATIONS

The major policy recommendations deriving from the above facts are of sev-
eral types. In the first place, it is clear that ways must be found to give young
adults of severely limited education a second chance to acquire at least the
fundamentals of literacy. The Army and Navy did this during World War II
for- thousands of young men, when public opinion and manpower stringencies
forced them toit. Military screening standards in the mental area since then are
much higher; the rejection rates for low aptitude are over two and one-half
times’ as high as they were. ' )

Yet the military is an institution capable of making a real ‘contribution in this
area., Experience has shown that it is exceedingly difficult to set up facilities
for and motivate people to take advantage of adult literacy training.” The in-
dividuals involved are often widely scattered in areas with poor transportation
facilities, and the fact that they work for a living means that education has to be
a distinctly part-time activity. )

The reasons for the reluctance of the armed services to accept poorly educated
men is based,-of coursé, on the fact that such individuals are less easily trained
and used. Accepting one of these persons means that another more able will be
sacrificed, since the services operate under manpower ceilings. Furthermore,
there is extra cost incident upon special training. Because of theseé considera-
tions, and in the-absence of any direction from the Congress, thé airmed services
have not seriously considered reinstituting special training.” It follows, there-
fore, that Congress should make whatever adjustments are necessary in manpower
ceilings and the military budget to allow for the induction and training of men
who are acceptablé to the armed services other than that they score below the
now acceptable level on the Armed Forces qualification test. ’ o
- The importance of thus improving the education of young adults .should not
be underestimated. It will be of value to them not only in their work and in
many areas of their lives, but its longer run effects upon the next generation may
outweigh' even these advantages. Experience has shown that the educational
achievement of some children remains quite low éven though they attend rea-
sonably good schools, primarily because of a home background which -is indif-
ferent or even hostile to education. It may be expected that a favorable and
recent experience with the’ educational process, perhaps an- opposite kind of
experience from that of childhood, would make poorly educated parents more
concerned that their children get as much out of public education as’ possible.

Our studies of the relationship between education and work at all levels from
that-of the uneducated to the doctor of philosophy show that the most important
recommendation that can be made is that definite steps be taken to strengthen
public education. There are at least three pressing reasons. One is:so that the
problem of the illiterate and severely _educapionally deprived will be eliminated as
far as the youth of the future are concerned. s e
-~ The second is so that there will be an increased number of good high-school
graduates. The sizable loss of academically apt individuals before high-school
graduation was sét forth above. The largest gains in good manpower would
acerue from finding ways to keep more of such persons from-dropping,. out of

s_chool. -
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" The third reason’ is so that the number of able people can itself be expanded.
All the recent data, including that used above, about the number of high aptitude
persons who are failing to complete certain amounts of education’are based on
assessments of developed potential. They are based on instruments such as
the Armed Forces qualification test, scholastic aptitude tests, and the usual
group and individual tests of the IQ. Although such devices are useful pre-
dictors of how readily one will be able to learn in the future, they are not accurate
indicators of the potential with which individuals are born. Scores on such tests
are in considerable part a function of the learning opportunities open to the indi-
vidual in earlier life and the extent to which he has been motivated to take ad-
vantage of them.

The degree to which early experience plays a role in such test scores is indicated
by the fact that as many as one-fourth of the children from some well-to-do
neighborhoods have 1Q’s of 125 and above while this is true of only 6 percent of-
the general population. Differences in heredity may account for part of this wide
difference, but they are certainly not the whole story.

This means that an improvement in early eduecation, especially, in those areas
where it is now weak, ‘would accomplish several purposes. It would raise the
scholastic aptitude of the school-age population which would, obviously, increase
the total pool of able people. Secondly, better schools would increase the per-
centage of young people staying through to high-school graduation; this would
increase the number of individuals available for skilled and technical training
and for entrance into college. Furthermore, better public schools would un-
doubtedly motivate a larger percentage of good high-school graduates to go on
for additional formal education. In short, a strengthening of public education
would contribute to easing manpower problems all along the line.

There are a great many suggestions that might be made about how public edu-

cation could be improved, including getting and holding a larger supply of quali-
fled teachers, better utilization of teachers, and the strengthening of vocational
guidance and counseling. The solution to such problems is not entirely economic,
but finances have a great role to play in the strengthening of education. In The
Uneducated we compared the rejection rates for mental reasons for the States
classified according to per capita income. We found that the 12 States with the
lowest per capita income had a rejection rate 8 times as great as that of the 12
States with the highest income. The difficulty is compounded, furthermore, by the
fact that many of the poorer States have more children to educate. In 1950, for
example, the South had 44 children between the ages of 5 and 17 for every 100
productive workers, while the Northeast had only 30. Our children are our
most valuable national resource, and the Federal Government should insure
that none lack the opportunity for at least a fundamental education.
- ‘We recommended in The Uneducated, and do so now, that Federal funds be
made available to strengthen education in the poorer States. The basic proce-
dure would be to make Federal funds available whenever the tax rite in a
State for education is equal to or exceeds the national average but where the
tax yield per child of school age is less than the national average. Funds would
be made available, of course, in proportion to the amount of this discrepancy.
This plan would be of direct benefit to the States where income is lowest and
education is weakest. It would thus be a clear step in the direction of break-
ing the low education-poverty cycle. The proposal, it should be noted, involves
a somewhat less radical modification of the conventional pattern of educational
financing than would a more comprehensive plan of Federal aid to education.

Although no attempt will be made here to discuss all the other possible avenues
through which the Federal Government might act to strengthen the educational
process, the role of vocational guidance and counseling should be stressed. Fed-
eral funds are already available under the George-Barden Act to help States
with their guidance programs. ““However, in fiscal 1952 only $400,000 was so
expended, and 9 States did not even have a State supervisor of guidance. It
should be noted that the States can receive the maximum funds to which they
are entitled under the act without expending anything for guidance at all,
although funds spent on vocational guidance may be counted in qualifying for
funds. The Congress might give consideration to increasing the funds available
under the act, while providing that the increase would be available to the Sfates’
as matching funds for guidance programs only.

As far as collegiate education is concerned, there is a great deal of emphasis
at present on encouraging more of the able students to enter higher education.
This stress is due, in part, to the low birthrates of the 1930’s which means that
the population of college age is now relatively small. When the high birthrate



LOW-INCOME FAMILIES 235

of the war and postwar years catches up, however, the population of college age
will be much larger than it is today. In 10 years there will be 114 million more
18-year-olds than there are now. Even if the percentage of young people going
to college were not to increase over the decade, there would then be about 280,000
more college freshmen than now. The size of this potential increase becomes
clear when it is realized that today there are about 435,000 entering college each
year. .

In the foreseeable future, therefore, the problem will become not how to get
more people into college but how the colleges can accommodate the number who
want to enter. It is not too early for the Federal Government to begin to con-
sider what measures that might fall within its province could be taken to
expand and strengthen collegiate education to meet this problem of the near
future.

There is one crucial point which ought not to be overlooked. The more that
admission to college is put on a nat