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foreword

In March, 1967, as part of the observance of the 100th Anniversary of the
New York State Board of Social Welfare, Governor Nelson A. Rockefeller
invited 100 of the nation’s leaders in industry, labor, news media, philan-
thropic foundations and government to participate in a conference “to
help plan new approaches to public welfare in the United States.”

Participants from 14 states and from 12 cities within New York State
accepted the Governor’s invitation and challenge which, essentially was:
“If the problem of public welfare was given to you, what would you rec- -
ommend as sound public policy for the next decade?”

In convening the group, Governor Rockefeller said: “It is largely the
private sector of the nation that has historically demonstrated ingenuity
and inventiveness, the resources and resourcefulness that made America
what it is today.”

The Conference was planned to utilize these assets to help find possible
new approaches to deal more effectively with the persistence of welfare
dependency in a nation of plenty.

It was recognized at the outset that the public welfare laws, and par-
ticularly the public assistance portion, were extraordinarily complex, and
that few of the Conference participants had had any prior knowledge of,
involvement with or responsibility for the subject.

The hope was that creative minds, unencumbered by past involvements,
could take a fresh, objective look at the situation as it exists, analyze the
available data, assess its strengths and weaknesses, attribute a variety of
values to what it found and, where indicated, recommend some other
approaches and possible solutions.

To help provide a framework for discussion, three position papers re-
flecting diverse political, social and economic points of view, as well as
supplemental data from governmental and private sources, were sent to
all delegates several months before the Conference with a request that,
after reviewing and studying the material, they respond in writing to the
data sent, or submit views of their own which could be discussed. These
responses were collated and sent to all participants prior to the Confer-
ence, so delegates had the advantage of a preliminary exchange of views
prior to the start of the actual meeting.
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The Conference was held at Arden House on November 2-3, 1967. All
costs relating to it were met by contributions from private foundations.
No public funds were, or have been, used for either pre- or post-Conference
activities. After 24 hours of plenary sessions and workshops, during which
discussion was lively, informative, and the proposals made impressively
varied, it became obvious that it would be difficult to arrive at any valid
consensus without much further analysis of the comments made and the
points of view expressed.

The Governor, therefore, asked 12 of the participants to serve as an
ad hoc steering committee to review the data emanating from the Con-
ference, as well as the information which preceded the meeting, and to
make, if possible, some specific recommendations which could be con-
veyed to the group as a whole.

Initially, no firm time limit was set for the activities of the Committee,
although the Governor asked its members to agree to serve for at least
three and possibly up to four months.

Two subsequent developments have helped set a limit upon the Com-
mittee’s activities:

1. President Johnson, on January 3, 1968, appointed a Commission on
Income Maintenance with a specific charge to examine all possible
forms of income maintenance proposals as one possible approach
to the public welfare problem. The Ad Hoc Steering Committee wel-
comed this appointment because its own thinking was tending to
move in the direction of recommending further study of income main-
tenance proposals, and it could turn over to the new Committee,
headed by Ben W. Heineman of Chicago, its own findings and
recommendations.

2. The Committee for Economic Development planned to devote its
Public Policy Forum in May, 1968, to a discussion of public welfare,
with the report of this Steering Committee as its agenda. It proposed
the entire group which met at Arden House be reconvened and be
joined by a large group of CED trustees and other business leaders.
This would enable the Arden House discussion to continue under the
auspices of a respected, viable organization whose membership com-
prised substantially the same kind of business leadership as was
represented at Arden House.

In accepting the CED proposal, therefore, the responsibility of the
Steering Committee will officially end with the submission of its report
to that combined Arden House/CED meeting.

This report essentially reflects the views of the Steering Committee
and is not binding upon anyone else. An effort has been made, however,
to reflect the thinking of the Arden House conferees, and the Commit-
tee believes this report is an accurate reflection, noting, of course, that
individual conferees may not fully subscribe to all of its conclusion and
recommendations.

Special acknowledgement must be made to Hugh R. Jones, Chairman,
and George F. Berlinger, Vice Chairman, of the New York State Board
of Social Welfare, and to the competent staff of the State Welfare De-
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partment headed by Commissioner George K. Wyman. The Committee
is also indebted to the generosity of the various philanthropic founda-
tions, noted elsewhere in this report, whose contributions made the Con-
ference possible. It also wishes to acknowledge the efforts and contribu-
tions of the Conference staff, headed by Victor Weingarten, who was
Conference Director.

For many of us, this close exposure to a national problem of such
magnitude, which naturally has implications for the health of our econ-
omy but, more important, so vitally effects the lives and well being of a
significant number of Americans, has been an educational as well as a
stimulating experience and challenge.

The Committee feels itself privileged to have participated in all activi-
ties surrounding the Governor’s Conference, including the additional de-
liberations which have ‘resulted in these conclusions. As a group of in-
dustrialists, businessmen and private citizens, we feel honored to have
been asked to formulate some policy recommendations concerning the
problems of public welfare. We terminate our activities at this time
humbled by the magnitude of the task, but wiser as a result of our par-
ticipation. As a group, we are committed to the idea that the facts and
figures as we have come to know them be made available to all Americans.
We know that both our personal and social responsibilities have only just
begun. Armed with comparable knowledge, we are convinced that the
American public will join in the effort required to close the poverty gap
of their 30-million fellow Americans.

We express our appreciation to the Governor, therefore, for this oppor-
tunity to participate in a consideration of this vital problem of our day.

Josepua C. WiLsoN
Chairman
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highlights

1. The present system of public assistance does not work well. It
covers only 8-million of the 30-million Americans living in poverty. It
is demeaning, inefficient, inadequate, and has so many disincentives
built into it that it encourages continued dependency.

2. It should be replaced with an income maintenance system, pos-
sibly a negative income tax, which would bring all 30-million Ameri-
cans up to at least the official Federal poverty line. Such a system
should contain strong incentives to work, try to contain regional cost
of living differentials, and be administered by the Internal Revenue
Service to provide greater administrative efficiency and effectiveness
than now exists.

3. A system of uniform national standards for public welfare should
be established to provide a Federal floor below which no state would
be permitted to fall and no person would be expected to live.

4. Much more effective and intensive family planning information
should be made available to all families on public assistance.

5. A systems approach to poverty and public welfare is worth explor-
ing to see if it might yield some data or show some relationships
which are not now known.

6. Solid research is virtually unknown in public welfare. Less than
1/10 of 19, of welfare funds are spent for that purpose. Rarely has so
costly a program operated with so little knowledge. More research
is urged in all aspects of the public assistance and public welfare
programs.

7. Until a new system of income maintenance, after thorough study,
is adopted, the present welfare system needs drastic and immediate
reform. Among the major changes urged are:

a) The aged, blind and disabled, who constitute one-third the
public assistance roll, should be transferred to Social Security.

b) The “man in the house” rule, still in effect in 28 States and
the district of Columbia, should be abolished because it destroys
family stability, encourages deceit and deception, costs more money
to enforce than it is worth.

¢) Incentives to work should be liberalized, and all possible
steps, including “transition” allowances, should be taken to en-
courage the move from welfare to work.

d) A large expansion of day care facilities is vital to enable welfare
mothers with pre-school aged children to work, if they can. These
programs should be educational, as well as custodial.
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e) An affidavit system to determine eligibility, with spot checks
similar to those used by the Internal Revenue Service, should re-
place the costly, demeaning and inefficient investigations now used
almost universally. This would free scarce staff to try to keep people
off the assistance roll, instead of making certain they should stay on.
8. Staff turnover in public welfare departments averages close to 30
per cent a year with some states in excess of 40 per cent. This is evi-
dence of crippling inefficiency. Of the 110,000 people employed in the
field, less than 2,000 have a degree in social work or the equivalent.
This professional group also has a job turnover in excess of 20 per
cent a year. With this condition, there can be little effective casework
or continuity between client and staff.

9. Improved health, education and housing are vital if the cycle of
dependency is to be broken. Unless welfare recipients, and par-
ticularly the youngsters, are given the strengths, capabilities and re-
sources to break that cycle, future generations will bear the high
social and economic costs of this discrimination. Failure to act con-
tinues a trend toward polarization of the country into white and
non-white communities—a type of apartheid by default.

10. Jobs and training for jobs are vital parts of any effort to reduce
dependency on welfare. While the private sector can do much, and
is now making a considerable effort to provide such jobs and training
opportunities, Government, as a long-range goal, should pursue poli-
cies and actions leading to productive employment for all who can
work.

11. The lack of legislative action on various proposals for obvious
reform costs taxpayers huge sums, as well as prevent effective and
efficient change. -

12. Unless our country, including our northern cities, solves the prob-
lems of the slum areas, the nation stands in danger of being torn
apart.

13. The Committee does not expect that its recommendations can be
carried out without further analyses, studies, public awareness, ex-
perimentation and demonstration, but it urges that these not be used
as excuses for inaction but rather that steps be taken as quickly as
possible to implement these suggestions.
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profile of
poverty and welfare

Despite continued economic prosperity and relatively full employment,
almost 8-million Americans are presently receiving public assistance. This
number is increasing each year (In March, 1967, when invitations to the
Arden House Conference were mailed, the number on public assistance
was 714 million. By October, seven months later, it had increased by
almost 500,000).

Another 22-million people are now living on submarginal incomes be-
low the $3,300 poverty level established by the Federal Government for a
family of four*. This number is decreasing slightly. (In March, 1967,
2214 million were in this category.)

Many of the 22-million who are not covered by present programs are
in families which have a low wage earner or a wage earner whose family
size is so large that his income is too small to meet a minimum standard.

In all, about 30-million Americans are currently classified as ‘“poor”
by official Government standards. Stated another way, about 15 per cent
of the population are living below what is admittedly a minimum standard.

In addition, it is estimated that about 15-million others are “near poor”
in that they hover just above the so-called poverty mark. The Arden
House Conference was aware of this group, but its main responsibilities
were directed toward the 30-million living below the poverty line.

Of all persons classified as “poor,” slightly over one-fourth receive any
public assistance. The remainder receive no public aid at all. A few may
receive some financial support from private or voluntary charity.

The current combined costs of Federal, State and local public assistance
programs is approaching $8-billion. This sum, a record high, represents
slightly less than 1 per cent of the nation’s present personal income.
Although the dollar amount continues to rise, the proportion has remained
fairly constant for the past decade.

*The “poverty line” is fixed by the U.S. Government and is based largely on providing
a total expenditure of 75¢ a day for all food, per person (in an average 4-person
family), with twice this amount in addition for all family living items other than food.
Except to allow for price increases, the poverty index has not been changed since 1959.
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Of those receiving public assistance, most are too old, too young, too
sick or too disabled to be self-supporting. The most recent figures supplied
by the U.S. Department of Health, Education and Welfare, as of October,
1967 show:

More than 2-million persons, mostly women, are 65 or over. Their
average age is 72.

More than 700,000 are totally blind or disabled.

Almost 4-million are children whose parents cannot support them.

1,250,000 are the parents of those children.

About 1,100,000 are their mothers; approximately 160,000 are their
fathers.

100,000 of the fathers are physically or mentally incapacitated and un-
able to work; about 60,000 are able-bodied, are capable of being trained
or re-trained and can be made self-supporting. This 60,000 turns over
every two years.

Of Those .Recelvlng Public Assistance: Miltions

Almost 4 million
are children
whose parents
cannot support
them

More than
2 million persons,
mostly women,

are 65 or over

About 1,100,000
are their
mothers

More than

700.000 are
blind or
disabled

Approximately
160,000 are
their fathers
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Of the 1.1-million mothers, it is estimated that about 300,000 have some
skills or could become self-supporting with some training and could work
outside their homes, if suitable facilities were available to care for their
children.*

In the entire country, day care or family day care centers are available
for only 310,000 children. Most of these are run by independent operators
for profit. (The new Social Security law provides for a limited expansion
of public day care facilities.)

Insofar as payments to recipients in all categories of public assistance
are concerned:

Each state determines its own level of payments. Twenty-one states
fail to take advantage of the availability of Federal funds for this purpose.

The greatest financial burdens fall on the most liberal states, i.e., Cali-
fornia, Illinois, New York and Pennsylvania. Together, they account for
almost half of the $8-billion spent for public assistance.

The range of payments varies widely. For dependent children it goes
from a low of $8.35 per month in the lowest state to $60.15 in the highest.

For the aged, payments range from $38.65 per month to $125.10. (The
new Social Security legislation which mandates an eligibility freeze on
dependent children programs, will reduce financial assistance to the
children while providing for a 13 per cent average increase in Social

*A recent survey conducted by the City University in New York and reported in The
New York Times, January 22, 1968, stated that nearly 70 per cent of a sampling of
welfare mothers in New York City would prefer to work rather than stay at home.
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Range of Public Assistance Payments

Dependent

children Dollars
per
month
High $130
$125.10

120

- W 10
100
90
80
70
60
50
40

30

20

Security benefits for the aged. In many states, including New York, the
aged receive no benefit from this increase because the additional sum is
deducted from their welfare payment, leaving their net income un-
changed.)

Most aged persons receiving public assistance are on the rolls because
they never qualified for Social Security benefits or because the benefits
they receive under Social Security are too low to provide an acceptable
minimum standard of living in the State in which they reside.

Forty states have eligibility requirements of one year’s residence
before providing assistance and, for some specific programs, require five
years residence.* i

+Several Federal courts to which the issue has been submitted have recently held dura-
tional residence requirements to be unconstitutional.
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Of the 30-million persons living below the so-called poverty level, more
than half are children under 18. The Social Security Administration re-
ported in October, 1967 that even after a most continuous period of pros-
perity and steadily rising income, one-fourth of all the nation’s children
are still living in poverty or are in families classified as “near poor,”’—
hovering just above the poverty line.

Other factors comprising the poverty profile are:

From 1940-1966 the recipient rate for dependent children under 18 rose
from 22 per 1,000 population to 48 per 1,000.

For youth reaching 18, approximately one white child in 10 and six
non-white children in 10 had at some time been supported by public
assistance.

Approximately 80 per cent of children on public assistance live in homes
without fathers. Although Federal legislation now permits the presence
of “a man in the house” in determining a family’s eligibility for welfare,
28 states and the District of Columbia still deny such aid if there is “a
man in the house.” In those states, many fathers, unable to find employ-
ment, abandon their families in order to have them qualify for public
assistance.
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summary of
major findings
and recommendations

The responsibility of this Steering Committee, having examined the avail-
able data, was to try to advance some proposals which are more clearly
able to meet both the best interests of those in need and the public in-
terest as well.

In arriving at its recommendations the Committee was guided by the
principal conclusions drawn from the Arden House materials, workshop
discussions, and all supporting data. Its major findings and recommenda-
tions follow: )

1. THE PRESENT SYSTEM OF PUBLIC ASSISTANCE DOES NOT WORK

Public assistance fails to reach three-quarters of those in need and
delivers inadequate sums and inefficient services—on an uneven basis—
to the remaining one-fourth.

The present system is demeaning. It frequently violates privacy through
regular searches of recipients’ homes. It has so many disincentives built
into it that it encourages continued dependency on welfare. It is virtually
impossible for recipients to determine what rights they have and to what
assistance they are entitled.

The vast majority covered by public assistance are either too young, too
old, too sick or too disabled to be self-supporting. Only a small proportion
of the adults can be helped to be self-supporting. Lack of clear under-
standing of the composition of this group leads to frequent misunder-
standing and proposals to force the “loafers” off the rolls. Deeply-rooted
myth and misconception are a frequent basis for these moves.

Without adequate awareness about the composition of the public as-
sistance rolls, expectations for such new programs as “work aid,” now
under consideration, will be disappointing because only a small percentage
of those receiving welfare payments can participate or benefit from them.
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The Committee found little in the past record of amendments and so-
called legislative reform to justify any high hopes or promise that the
present public assistance system will be substantially improved. Basically
poor programs are not improved with overlays. It is doubtful that more
tinkering will evolve a more satisfactory program.

2. INCOME MAINTENANCE

The fact that public assistance helps only one-fourth of those living
below an acceptable standard, apart from its other deficiencies, caused
attention to be paid to other possible approaches to poverty. Included in
these discussions were a variety of proposals for income maintenance, with
family or children’s allowances, negative income taxes, guaranteed annual
wage and other possibilities figuring prominently in those discussions.

The Committee believes that the public interest would be served if a
practical system of income maintenance could be devised which would re-
place the present system of welfare payments and would provide some
benefits to all of the 30-million below the poverty line, instead of only the
8-million now on the welfare rolls. Provision should also be made for social
services to those in special need of them.

There was strong agreement that such a system should contain incen-
tives to work, be closely tied to the Internal Revenue System to provide
greater administrative efficiency and effectiveness than now exists, and
should try to contain regional cost of living differentials.

Of the. two major proposals discussed, the Steering Committee leans
toward a negative income tax rather than a family or children’s allow-
ance assuming that more research, analyses and experimentation indicates
its soundness. Under a negative income tax, all of the funds paid out
would go to those families or individuals in greatest need. Under a uni-
versal family or children’s allowance system, about 70 to 80 per cent of
the funds would go to the families who need it least, with the government
then recouping its money through the tax system. This is a costly way to
deliver funds to the group that needs it most. Other weaknesses noted in
the family allowance system, as proposed at Arden House, are that no pro-
vision is made for individuals or couples without children who are in need;
the payments proposed would be inadequate as an anti-poverty measure,
and the infusion of a work-incentive principle would be difficult.

Under a payment system such as a negative income tax, in place of
the present public assistance program, the Federal Government would
assume the major financial obligations and the responsibility of the States
and local governments would be largely to provide the supporting services
which will be required no matter what kind of system is adopted. Such
services would include social work counselling, home maker services,
family planning, etc.

A negative income tax would automatically achieve two sought but
heretofore unattainable goals—need as the basis for financial assistance,
and a uniform national minimum standard.
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The Steering Committee believes that the nation is now at a stage in its
history when it can afford to give serious consideration to such a plan
which would raise all 30-million Americans to at least the poverty level.
We recognize the need, however, to reexamine the country’s financial re-
sources and priorities if we are to add expenditures of the magnitude that
appear necessary.

Economists appear to agree that the poverty gap in the United States
today is about $11-billion.* We now spend about $8-billion to give in-
adequate assistance to 8-million people. For about $11-billion more, we
can lift all 30-million Americans to the poverty threshold.

This is an exciting and exhilarating challenge and the new Commission
on Income Maintenance appointed by President Johnson has been given
that assignment. This Steering Committee applauds and welcomes its ap-
pointment. It offers its full cooperation to the new Commission. The pro-
posed types, varieties and forms of income maintenance are many, and
they deserve careful study and scrutiny. It is the direction which this
Committee believes must be taken.

The Steering Committee watches with interest the experiment with a
negative income tax now under way with 1,000 families in New Jersey
under the auspices of the University of Wisconsin and funded by the
Office of Economic Opportunity. It would look with favor upon additional
experimentation with a variety of forms of income maintenance before
enactment of any such major program.

The Committee further recommends that the Congress consider passing
legislation which would enable those states which wish to experiment with
various income maintenance proposals to do so. It would hope that New
York State, under whose auspices the Arden House meeting was convened,
would implement such enabling legislation as quickly as possible.

Parenthetically, the Committee would point out that the more success-
ful the nation is in providing jobs and employment opportunities to those
now unemployed or underemployed, the smaller will be the financial com-
mitment it must make for income maintenance.

Finally, the Committee notes that while it leans in the direction of a
negative income tax, it recognizes that any income maintenance program
must be carefully evolved and tested because most programs it is criticis-
ing in this report were sold as being ideal and good at some stage in our
history. The Committee is less concerned at this time with the kind of
income maintenance that is finally evolved than it is with the acceptance,
as a national goal, of the objective that basic economic support, at the
poverty level, at least, be assured all our people.

3. NATIONAL STANDARDS

The Arden House conferees believe serious consideration should be
given to the inequalities that exist throughout the country because no

*The U.S. Department of Health, Education and Welfare, Central Population Survey,
estimated on March 1, 1968, that the poverty gap is about $10.8-billion.
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effective Federal standards governing public assistance are in existence.
Each state promulgates its own rules and regulations, with the result that
the welfare system really comprises 50 different programs.

The range of benefits, payments and practices is extreme. More than 20
states still do not accept all of the Federal funds available to help needy
families because of their reluctance or inability to appropriate matching
funds.

The result is a “crazy quilt” pattern that discriminates against the poor
in many states and imposes a greater burden on more liberal states.

Various commissions have recommended the adoption of uniform na-
tional standards for welfare which, in effect, would establish a Federal
floor below which no state would be permitted to fall and no person would
be expected to live. The Committee endorses such a step in principle.
A uniform system, possibly adjusted to take into account regional dif-
ferentials in living costs, would be more effective and efficient than the
present system. (One method to implement such a concept is contained in
the report of the Advisory Council on Public Welfare entitled, “Having the
Power, We Have the Duty,” June 1966, which was made available to all
Arden House conferees.)

Under such a system, the Federal Government would guarantee the
minimum, with the states supplying the overlay, based upon per capita
and other considerations. Such a minimum is implicit in the negative in-
come tax.

4. FAMILY PLANNING

There was wide agreement at Arden House that more intensive and
effective family planning information should be made as available to fami-
lies on public assistance as it is to others. An increased effort in this di-
rection is mandated in the new Federal legislation, which appropriated
an initial $15-million for this purpose, and is welcomed by the Steering
Committee.

But since family planning must be part of comprehensive social service,
these Federal funds are not enough to take care of our population prob-
lems despite the decrease in the national birth rate. In some of the slum
neighborhoods of the country, the birth rate is higher than those of India
and Pakistan. Children born in these areas are often premature, weak,
sickly and die before they are a year old.

The evidence presented at Arden House showed clearly that poor fam-
ilies tend to have more children—thus raising family needs without a
commensurate increase in family income. Half of the poor children were
in families with five or more children.

5. SYSTEMS APPROACH TO POVERTY AND PUBLIC WELFARE

Threaded throughout all of the data submitted to the Arden House
conferees was the admission by the professionals and other experts in the
field that, in many areas, they were “flying blind;” that there was a
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paucity of sound research affecting vital parts of the poverty picture and
welfare problems. In fact, evidence indicates that less than one-tenth of
one per cent of the welfare dollar was spent for research. Such parsimony
is short-sighted considering the magnitude of the problem and the many
areas relating to it about which too little is known.

The number, complexity and interrelatedness of social welfare problems
calls for a substantial research and analytical effort with three aims:

1. To identify problems precisely

2. To develop and evaluate alternative approaches to these problems

consistent with objectives

3. To monitor existing programs to insure that both successes and fail-

ures in accomplishing program goals are reflected directly in changes
in the level or design of thase programs

Systems analysis is a method for dealing with large scale problems and
has been applied for some time in the Department of Defense, other Gov-
ernment agencies and private industry.

The Steering Committee is indebted to one of its members, Arjay
Miller, vice-chairman of the Board, Ford Motor Company, who has taken
the initiative to work out, with his staff, a rough schematic which indicates
that a systems approach to the problem of poverty and public welfare
might yield some data, or show some relationships which have not hereto-
fore been easily available.

The “first stage” schematic, incomplete and unrefined as it is, is en-
closed in this report as an appendix because it suggests a possible ap-
proach to the problem.

It was not within the purview of this Committee to pursue this ap-
proach, but it strongly recommends to Government and philanthropy that
the idea bears great merit and deserves careful consideration and in-
vestigation.

6. REFORM OF PRESENT WELFARE LAWS

While the Steering Committee recommends that the present system of
public assistance be replaced with an income maintenance system, it
recognizes that until such legislation is enacted, the present system is in
need of major reform.

Insofar as “reform” of the present program is concerned, a review of
the record indicates that many sound proposals from competent and
knowledgeable groups have largely gone unheeded. The most recent offi-
cial group proposing major reform was the Advisory Council on Public
Welfare, appointed at the direction of the Congress by the U.S. Secretary
of Health, Education and Welfare. On the basis of sound business and
management judgment, as well as sound public policy, it would appear
that taxpayer funds are being wasted by the lack of legislative action on
various thoughtful and well-designed proposals for obvious reform. We
believe attention should be paid to certain costly fundamental deficiencies.
Among them are:
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a. Transfer of Aged, Blind and Disabled to Social Security

The aged, blind and disabled comprise one-third the public assistance
roll. This group will never be less aged, blind or disabled, yet $238-million
a year of public funds are spent to administer this portion of the program,
much of the funds being used to determine and check eligibility. In New
York City alone, it was reported, more than 2,250 persons are employed
at this task at an annual cost of $15-million a year.

We believe the administration of this entire category might be trans-
ferred to the Social Security System, with payments made automatically
at far less administrative cost. The financing of these payments would, of
course, be separate from the financing of the Social Security System itself.
While the intent is not to save funds on payments, because the sums allo-
cated by most states are already too low, the administrative savings and
increase in bureaucratic efficiency would be marked. It deserves serious
study.

b. “Man in the House” Rule

Continuation of the “man in the house” rule by 28 states and the Dis-
trict of Columbia adversely affects family stability, encourages deceit and
deception, and in the long run costs the public far more in terms of money
and social problems than it is worth. In practice, the policy is destructive
of family life. We recommend the rule be abolished.

c. Incentive to Work

Until the new welfare legislation went into effect January 3, there was
no incentive to work as part of the assistance structure. In practice, the
disincentives were an integral part of the systemm. The Committee wel-
comes, as a start, the new law that permits a welfare recipient to retain
the first $30 a month and 30 per cent of the remainder of his earnings,
even though it believes the $30 is too low to do the job.* It hopes the
effect of this will be watched closely, and the amount liberalized if the
evidence warrants it. We believe an incentive to work is a vital dimension
and encourage all such moves. Based upon other data examined, we be-
lieve welfare administrators should err on the side of liberality to en-
courage all who can to experiment with work, without fear of suffering
economic hardship during the transition from welfare to work. Testimony
from the poor indicates that the backlog of deprivation frequently requires
partial assistance for more adequate clothing, furnishings and housing
during the transition process than is presently allowed. Regulations which
dilute the incentive to work should be reviewed. If necessary, a “transi-
tion” grant should be available to recipients to encourage them to seek
employment without being penalized.

*New York City, on a demonstration basis, reports excellent results with an incentive
closer to the model developed by the Office of Economic Opportunity, by allowing an
exemption of $85 a month and 30 per cent of the balance earned. More than 1,200
welfare recipients, some of whom have not worked for more than five years, have ob-
tained employment since this incentive program began September 1, 1967.



467

d. Expansion of Day Care

A large expansion of day care facilities is necessary to enable those
mothers with young children to work outside their homes, if they can.
The Committee is pleased that the new welfare legislation makes pro-
vision for expansion of this hitherto limited program. In welcoming it, the
Committee is also cognizant of the fact that not all mothers should work
outside their home, and that not all children should be in day care. The
expansion, however, is vitally needed and desirable, and the new facilities
might, in part, be staffed by trained women on assistance, thereby further
reducing the welfare rolls.

The Committee believes that day care should be viewed not as a cus-
todial and baby sitting agency but as an educational and cultural pro-
gram, and that positive fruits of research in early childhood education

“should be applied in these facilities so that, in effect, they become early
year-round ‘“Head Start” programs.

e. Abolition of “Mandatory Verification”

Evidence that “red tape” strangles efficient operation is great. The Com-
mittee believes that given the enormous staff turnover, high cost of ad-
ministration, poor and uneven quality of social services, that substitution
of an “affidavit” system to determine eligibility, rather than requiring
individual verification in each case, would be more desirable and, in the
long run, promote greater efficiency and even economy. In addition, it is
less degrading and demeaning to the applicant. Such a system, with spot
checks used in a fashion similar to the Internal Revenue Service, would
free staff to spend their time as counsellors and helpers rather than in-
vestigators. The public interest would be as well, and possibly better
served, if more time were spent helping people on assistance get off the
rolls, rather than in investigating them to make certain they should re-
main on assistance. Experimentation in New York City in two centers
has shown a creditably low level of ineligibility using the affidavit
approach.

The affidavit system is used to determine eligibility for the medical as-
sistance program in New York State with a random sampling of not
more than 5 per cent of the cases selected for investigation and verifica-
tion. This method has proved successful in determining the eligibility
for more than 2% million persons under this program. Based upon this
experience, the New York State Department of Social Services is plan-
ning expansion of the method to part or all of the public assistance pro-
gram throughout New York State.

7. ADMINISTRATIVE CHANGES

By any standard of sound management practice, the administration of
the public welfare program is almost hopelessly inefficient. More than
110,000 persons are employed in the public welfare program, of whom
more than 80,000 are in the Federally-aided assistance programs. The
annual turnover averages close to 30 per cent, with some states in excess
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of 40 per cent. This turnover itself is evidence of crippling inefficiency.
With this condition, there can be little effective casework or continuity be-
tween client and staff. It is noted that lack of job satisfaction is given as
one of the key reasons for leaving.

It is also worth noting that of the 110,000, less than 2,000 have a degree
in social work or the equivalent, and are mostly in administrative posi-
tions. This professional group also has a job turnover in excess of 20
per cent a year. In addition, the ratio of professionally trained person-
nel available for those needing skilled rehabilitative services is so abys-
mally low as to constitute a pretense of a social services program.

An expansion of cooperation between voluntary and government agen-
.cies could do much to close this gap.

The shift of the aged, disabled and blind to Social Security will ease the
demand for social workers and permit the reintroduction of professional-
ism. An ultimate shift to a negative income tax or a similar form of income
maintenance would provide still more opportunity to strengthen the social
work aspect of the program.

8. PRIORITIES FOR CHILDREN

The conferees felt, and the Steering Committee agreed that special
considerations and priorities should be given the children in welfare fam-
ilies, as well as those in the poverty and near-poverty families, so that
they could be helped to break out of the cycle of dependency and ulti-
mately take their place in our society as productive citizens.

Such considerations must include far more effective programs provid-
ing better education and educational opportunities, increased and im-
proved health care, and better housing than now exists for them.

Unless special emphasis is placed on health, education and housing for
these youngsters, it is doubtful that they will have the strengths, re-
sources or capabilities of breaking out of the poverty cycle. The high
social and economic cost of continued ineffectiveness and inaction in
this area will be borne by coming generations. To this equation must also
be added the factor of racial discrimination which has taken its toll not
only of non-white children and adults who are the victims of it, but of the
general population who bear the financial, social and moral responsibility
for it. There was acceptance at Arden House of the statement that unless
our country, including our Northern cities, solve the problems of the
slum’ areas, the nation stands in danger of being torn apart or perma-
nently divided into white and non-white communities—a type of apart-
heid by default.

9. JOBS AND JOB TRAINING

The Committee agrees that industry can and should play an important
role in helping to provide jobs and job training opportunities for young-
sters old enough to work, and for all adults able to work. It welcomes the
appointment by President Johnson of a national organization of leading
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businessmen, headed by Henry Ford II, through which industry and gov-
ernment will cooperate.

In its own deliberations, the Committee made the following proposals
for job training and job creation:

a. Stepped-up job recruitment and training in slum areas.

b. Radical revision of testing procedures and hiring standards, with
greater awareness of historic, cultural and educational deficiencies in rela-
tion to normal application forms and personnel practices.

¢. Establishment of job preparation centers in slums to provide counsel-
ling, literacy training, skill training, work testing and motivation.

d. Expansion of programs to provide funds to small businesses in ghetto
areas for on-the-job training.

e. Provision of training, with built-in opportunities for advancement and
promotion to higher wage levels, in such service occupations as restaurant
worker, nurse’s aide, hospital attendant, repairman, etc.

t. Increased training for skilled jobs where shortages exist today.

g. More adequate transportation in order to help slum-dwellers to
reach jobs in outside areas. This problem was seen as particularly acute
in many places, such as Southern California, Long Island, and other parts
of the country where public transportation is both scarce and costly.

Some of the above could be implemented in the following ways:

1. Encouragement of business in slum neighborhoods, if possible, through
existing organizations of the private, public and governmental sectors
which are already working in these areas.

2. Tax incentives, insurance ofi-sets, and other subsidies to aid business
investment.

3. Government assumption of responsibility for some training programs
through cost plus or fixed price arrangements.

4. A Domestic Development Bank, modeled after the World Bank. Such
a new institution would replace the Small Business Administration, which
does some of this work, but has lacked adequate funds and strength to
make its performance effective.

5. A Human Investment Act to expand tax credit for job training.

It was generally recognized that while the Federal Government was
making an increased financial commitment in the area of work and work
training (more than $2-billion has been appropriated for such programs
in fiscal 1968), the backlog of need was so great that such programs would
probably have to be expanded substantially. In addition, companies which
had already had some experience in trying to provide jobs for heretofore
unemployed, untrained, uneducated young people, were encountering poor
motivation and work habits that were requiring special skills in success-
fully meeting such problems.

While it was apparent that much more was being attempted by the pri-
vate sector than was commonly realized, it was acknowledged that the
problem was massive, required more than good-will and high meotivation
by management, and that effective support from Government, particularly

insofar as the un-economic aspects of job training are concerned, was
necessary.
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The general consensus, however, was that industry, with labor’s coopera-
tion and participation, could and should play an aggressive and vital role
in accepting a major degree of responsibility in this area.

It is important that restrictions on entry to an occupation be elimi-
nated or reduced wherever they exist, to provide as much opportunity as
possible for poor people to obtain better jobs through their own efforts.

The Committee also believes that as a long range goal, Government
should pursue policies and actions leading to productive employment for
all who can work.
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additional comments
and suggestions

Each participant in the Arden House Conference was asked to respond in
writing to the position papers and other data they received prior to the
Conference. Their response included comments about the information sent,
as well as views of their own.

Almost 75 per cent of the participants made such responses. Without
exception, their contributions were thoughtful, provocative, interesting
and, in some instances, opened new areas for discussion which went far
beyond those contained in their earlier “homework.” The comments were
summarized, collated and recirculated to the conferees in advance of the
Arden House meeting so that each delegate had the benefit of everyone
else’s point of view.

It would be impossible to impart the spirit or flavor of these comments,
nor can justice be done to them in a brief summary. Neither can a written
report capture the discussions in the various workshops and plenary ses-
sions. Nevertheless, the Steering Committee believes that some of the
Arden House highlights not embodied in the “Summary and Recom-
mendations” deserve circulation and subsequent discussion.

Many participants stressed the need for more research, admitted that
the more they learned, the less sure they were of possible solutions for
many of the problems presented. The more they explored the field, they
said, the more they saw how limited their knowledge was. This limitation,
they felt, also applied in some measure to the data provided by “experts.”

Evidence presented to the Steering Committee indicated that less than
one-tenth of 1 per cent of the public welfare expenditure is devoted to
research. This is an appallingly low percentage considering how very little
is known about so many vital aspects of so important a problem. The Com-
mittee feels that a far greater research expenditure would be warranted in
virtually all aspects of the assistance program. It therefore believes that
far more experimentation and innovation would be useful to determine
whether particular changes are practical, and even when found to be prac-
tical, could be improved as a result of experimentation.
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An aspect of the welfare problem that emerged was the plight of the
19-million children living in poverty or near poverty. Providing hope and
opportunity and translating this into concrete, attainable programs for
children was proposed as an area of high priority.

Opinion was unanimous that special efforts must be made by Govern-
ment and industry alike to help end the conditions of dependency and
despair that seem to lead to perpetuation of poverty from one generation
to another.

Additional suggestions for dealing with this and other problems included
the following:

1. EDUCATION

There was agreement at Arden House that improving educational op-
portunities, as well as the quality of education for deprived children, was
an essential step if they were to be helped to break out of the cycle of
dependency. While this subject was not a major topic at Arden House, the
need for paying attention to it was stressed in many of the delegates’ writ-
ten statements, and it was a sine qua non in many of the workshops.

Three main proposals were suggested:

A. That day care centers be linked with Head Start programs and that
efforts be made to apply the techniques of early childhood education to
pre-school aged youngsters in such facilities.

B. Vocational schools in all sizable cities should offer a two-year ac-
credited course as part of a cooperative effort between business and educa-
tion with the curriculum geared to the needs of business within that com-
munity to give reasonable assurance that youngsters would be trained for
jobs that exist, and upon graduation could be absorbed into the local labor
force.

C. Initiation of a Federal master plan which would seek to establish
minimum national standards of achievement in education.

2. HOUSING

There was general recognition that poor housing, as well as discrimina-
tion in housing, played an important role in perpetuating poverty and de-
pendency, in creating problems of motivation and in a variety of other
areas that tended to minimize the chance of a slum resident’s becoming
self-supporting. Most of the suggestions for improving the conditions of the
poor, insofar as housing is concerned, were related to industry’s own know-
how and experience. Some of these suggestions included:

A. Business become a participant in the construction and ownership of
housing for the low income groups.

B. Industry receive incentives to relocate in poor neighborhoods and
that such incentives include land written down to a reasonable reuse value,
low interest, long term loans and intensive utilization of land in cities
through multi-story plans or in multi-purpose buildings which would pro-
vide space for business with housing above.



473

summaries of
position papers
and related data

To help define problems that would be discussed at the Conference, all
participants received three position papers prepared specifically for the
Conference, which set forth diverse_political, social and economic points of
view. In addition, a variety of other materials to help delegates have a
clearer view of the welfare picture and problem were also distributed.

The three position papers were written by Dr. Daniel P. Moynihan,
Director, Joint Center for Urban Studies (M.LT. and Harvard}; Leland
Hazard, Consultant, Pittsburgh Plate Glass Company, and Dr. Eveline
Burns, Columbia University School of Social Work.

The full text of these papers and major related data have been published
and are available from the New York State Department of Social Services,
112 State Street, Albany, N. Y. 12201.

Daniel P. Moynihan, titled his position paper, The Crisis in Welfare.
He statéd that the promise that economic expansion would end poverty
had been cruel to the poor who believed it. He pointed to the rising inci-
dence of dependency in the United States and the fact that there was a
decline in the number and rate of recipients for almost all welfare pro-
grams except Aid to Families with Dependent Children. He expressed
the belief that public officials found it more expedient to accept defici-
encies in the existing welfare structure rather than enact fundamental
changes in economic organization which are required for a real solution to
the problem. In his opinion, such fundamental changes would include:

1. An end to structural unemployment and the achievement of low
levels of cyclical unemployment.

2. Universal coverage for all social insurance programs, universal mini-
mum wage standards, a nationwide system of disability insurance, etc.

3. Enforcement of national minimum standards of social and educa-
tional services.

96-602 O-68-vol. II-3
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4. Income supplements for workers with families and others.

In his analysis, Mr. Moynihan said that until very recently political
leaders have mostly avoided any serious involvement with the problem of
welfare, leaving it to the professionals. The facts that the bankrupt system
of southern agriculture has forced rural Negroes into the cities and that
AFDC, once a widow’s program, is today in many respects a Negro prob-
lem and that the stability of family life among the poor, particularly the
urban Negro poor, has become undermined, have recently tended to make
welfare political. These national trends have afforded conservative leaders
an opportunity to exploit the negative issues and anti-Negro sentiment on
the one hand, while militant civil rights activists have also raised some of
the same issues and are attempting to transfer welfare recipients into
powerful interest groups and a party to negotiations. He pointed out that
most proposals now being made for improving the welfare system will en-
large it and that there is a conflict between helping people and keeping
costs down. '

In his opinion, two approaches to the welfare problem deserve special
attention: first—the establishment of need as the sole criteria for assist-
ance provided in the context of national minimum levels; second—the pro-
vision of benefits as a matter of right-—thus ending harrassment and humil-
iation to welfare recipients.

“The question for public policy,” he stated, “is how to set in motion
forces that will gradually diminish the size of the population which needs
public assistance.” . .

“The heart of the issue is dependent children from broken families,”
he concluded from the latest national figures.

Mr. Moynihan believed that what is now required is a system of income
equalization and proposed the initiation of a family allowance. He pointed
out that the United States is the only industrial democracy in the world
without such a system, and is also the only industrial democracy with such
a large welfare population in our cities.

Under a family allowance system, systematic payments are made to all
families with dependent children for the primary purposes of promoting
children’s welfare. The advantages of such a system include:

1. Automatic payments requiring no means test nor a great bureau-
cracy, thereby maintaining low administrative costs.

2. Increased income to families whose income ranges from $5,000 to
$8,000, who have been left out of recent government programs, and to large
families with low incomes.

He proposed providing $8 a month for each child under 6 and $12 a
month for those between 6 and 17. For an average worker in private in-
dustry with two teenage children, such a family allowance would increase
the family increment in take-home pay from $384 to $672, and for a family
with four such children the take-home pay would be increased to $960.
Families with much larger incomes, who would also receive such a family
allowance, would pay much of it back in income taxes.
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He estimated the cost of such a program to be in the neighborhood of
$9-billion, a sum that could be raised by applying an increment of the
annual increase in Federal revenues of $3-billion over a period of three
years. He felt that such a system would relieve the strains on family life
that occur when mothers go to work to supplement the inadequate earnings
of fathers and discounted the proposition that a family allowance would
increase the birth rate of the poorer section of the population. He cited the
fact that during the past two decades when Canada had a family allow-
ance, the Canadian and American birth rates rose and fell together with
apparently no “family allowance” effect whatsover.

Lastly, Mr. Moynihan endorsed the establishment of national standards
for welfare payments under the Social Security Act and called for research
in two general areas:

1. Longitudinal studies of poverty populations to determine what factors
lead in and out of welfare dependency.

2. Determination of methods of providing genuine help to those in deep-
est poverty.

Leland Hazard called his paper Welfare, Social Work and Business in
Transition.* In his opinion, poverty was relative and would never be
totally eliminated. The differential could be lessened by bringing the poor
into the mainstream of the work force, but not by money payments to
them. He stated that family allowances caused inflation by handing out
money for neither goods nor services, and that in other countries they were
used as a means of increasing the population. Nor did he endorse the nega-
tive income tax or other such schemes which he felt would produce an in-
flationary impact forcing the economy level to run faster to maintain an
existing level of poverty.

To Mr. Hazard, America is not affluent in terms of all of her aspirations,
and he cited the estimate given by the National Planning Association
which stated that by 1977 the collective costs of America’s goals would
outrun the economy’s capacity to produce by an estimated $150-billion.
Stating that the principle of force is necessary to social order, it was his
opinion that America’s “doves” concede limitations on the military but not
on the ghetto front.

Mr. Hazard felt that social welfare needed the disciplines of industrial
management in addition to social work and politics. Accordingly, he pro-
posed the formation of a Council of Business for Social Welfare comprised
of many top companies and financed by its members on the basis of each
company’s relative ability to pay. Such a Council should have a life of five
years with an annual budget of $2.5 million.

The Council would assemble information on the latest trends in social
work philosophy and techniques, including those in other countries, and

*Subsequently condensed and printed in Harvard Business Review, January-February
1968 under the title “Business Must Put Up.”
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disseminate it through business channels; appraise social work programs
and techniques within the context of management principles bearing upon
allocation of scarce resources and make reports to interested agencies; de-
sign research as indicated above to be “farmed” out with grants to well
qualified organizations; and issue policy statements based on gained knowl- .
edge concerning programs deemed least or most promising for alleviating
the conditions of the poor.

In The Future Course of Public Welfare, Eveline M. Burns, Ph.D., mo-
mentarily turned to the past by outlining programs developed by the Social
Security Act passed in 1935 which brought the Federal Government into
the welfare picture and developed public welfare agencies throughout the
the nation whose functions then and now cover a wide gamut of services.

In her paper, Dr. Burns indicated that despite increasing affluence, re-
duced unemployment and more programs designed to provide jobs for the
needy, costs have risen and so have criticisms of public weliare programs.
Such criticisms include the following:

* Questions whether social welfare programs designed for the needy
really benefit them.

* The fact that current programs serve too few genuinely needy people
(only about one-fourth of the present poverty group).

* The fact that too much is spent on direct payments to the needy, too
little on constructive social services.

Dr. Burns felt that the obstacles to be overcome in formulating new
policies were formidable and the directions these take difficult to forecast.
Possible new policies included:

* A further expansion of the Social Security system which still does not
support all the people it could or should, including increased payments to
assure adequate income.

* The guaranteed annual income or the negative income tax, both of
which would be more costly than present welfare payments since either
would be available to people who presently seek to avoid the stigma of
welfare, and because nationally established minimum payments would be
higher than payments now made in many states.

* The demogrant or status payment, such as a children’s allowance.

But despite such income maintenance systems, the public welfare sys-
tem would still have to perform a residual relief function for a variety of
emergencies.

Regardless of whether any of these were to be adopted, Dr. Burns be-
lieved that policy decisions still remained relating to the point at which
society accepts responsibility for supporting the needy. These included:

* A definition of the minimum acceptable standard of living below which
no one should be allowed to fall.

* The private resources which the individual is expected to exhaust be-
fore claiming aid from the community.

* The behavioral standards to which the public aid recipient is expected
to conform.
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Dr. Burns made a strong case against the inequities and inadequacies of
present- policies which, in addition to being complicated to administer, are
degrading to the recipient. She felt that any public welfare maintenance
system should include:

* Some standard allowance for everyone whose income is below a cer-
tain level.

+ A social policy which would endeavor to identify certain types of com-
monly experienced special need for which stated payments could auto-
matically be made.

« Payments meeting the suggested poverty level which could provide a
differential in regional cost of living but would eliminate present illogical
discrepencies among the states.

In opting for reform, which Dr. Burns did throughout her paper, she
raised the question of what service functions public welfare should be re-
sponsible for. The answer to this question depended on:

« The extent to which such services could be reduced by assurance of an
adequate income. ’

* The effectiveness and appropriateness of needs to services.

* To the extent that they are needed and effective, should they be oper-
ated by public welfare, other public agencies or a single agency?

» Should public assistance payments and social service programs be ad-

_ministered by one department? Or would it be sound to have a separate
department whose primary function would be consultation, referral and
direct provision of social casework services?

The fact that Government had taken an increasing responsibility for
financing public welfare programs aroused a conflict of opinion. These
ranged from those who argue that the Federal Government should expand,
set a national minimum standard and propose a new method of financing
it—to those who contend that the Federal Government is already too
influential and interfering.

In her opinion, the future role of the volunteer agency also merited
considerable study. She offered the possibility that in the future the pri-
vate agency might come to concentrate on the provision of services to
those to whom the public welfare agency had no responsibiliy. She also
raised the question as to what extent the administration of public welfare
programs should be in the hands of social workers for whom social welfare
is a profession. Some critics of the present system advocate citizen boards
directly involved in administration, particularly at local levels; others a
more impersonal bureaucratic expert administration by social workers and
trained aides.

For too long, policies have been made on the basis of beliefs about facts
rather than on tested knowledge. She pointed out that no forward-looking
businessman would be content to operate even a much smaller enterprise
while remaining in the dark as to the effectiveness of his policies. More
knowledge is needed on the causes of dependency, the nature and be-
haviour of the dependent population, of motivation and of the effectiveness
of various policies.
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Regardless of tested knowledge, the future course of welfare programs
will be influenced by some of the following values:

* The extent to which people with jobs will be willing to sacrifice in-
come—either through higher taxes or lower pay increments—so that as-
sistance payments may be higher.

* The extent to which people with jobs will be willing to grant equal
rights to people on welfare.

* The prevailing views as to the responsibilities which the community
could demand from those who are supported by public funds.

* Society’s tolerance of abuse and incentive.

* The strength of the feeling of national unity both geographically and
among ethnic groups.

* The extent to which social and economic developments create a need
for social services.

* The extent to which the public develops an intelligent and informed
interest in policy formation.

Brief summaries of some of the other material sent in advance of the
Conference follow:

REPORT OF THE ADVISORY COUNCIL ON PUBLIC WELFARE

—The Council, a twelve-man group, appointed under a Congressional
directive to review the administration of Federal public assistance and
child welfare programs, after hearing testimony from experts representing
the views of welfare, health, civic, education, labor and business organi-
zations, recommended sweeping reforms in public and child welfare, in-
cluding a “revolutionary reversal of roles” in the pattern of Federal and
State financing of such projects.

After setting forth the major problems existing under present welfare
programs, the Advisory Council recommended the following:

* That the Federal Government set a minimum standard for welfare
payments below which no state may fall and below which no family would
be required to live. The Federal Government would assume the full finan-
cial responsibility between the state’s share and the total cost of the
program.

* A nationwide comprehensive program of public assistance based upon
a single criterion: need.

» Extension of coverage and liberalization of benefits under the social
insurance program.

*» Strengthening and extension of social services.

* Legal representation for all who wish it, including payment of neces-
sary costs and an independent appeal system.

* A positive program for informing recipients and applicants of their
rights.

* Expansion by the Welfare Administration of recruitment, education
and training for welfare personnel, including pre-professional, professional
and advanced social work and education.
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» Expanded social welfare research commensurate in size and scope
with the national investment in its programs.

In urging the Federal Government to set standards for the quality and
administration of the programs, the report said, “Without strong Federal
leadership and support, it is the opinion of the Advisory Council that pre-
sent imbalances will continue and are likely to increase.”

Summary of A PROPOSAL TO CURE THE SICKNESS OF BIGNESS IN THE
ADMINISTRATION OF PUBLIC WELFARE by John J. Keppler, Executive
Vice President, Federation of Protestant Weltare Agencies, New York City.

In order to cut public welfare costs in half and relief rolls by one-third,
Mr. Keppler proposed shifting one-third of the present population on
welfare (those receiving OAA, Aid to the Blind and Aid to the Disabled)
over to the Social Security system. The transfer of tax funds now fed
through a costly and cumbersome welfare bureaucracy to the Social Secur-
ity Trust Fund would not draw upon existing contributions to Old Age
and Survivors Insurance from employers and employees.

Mr. Keppler estimated a saving of administrative costs of around $V4
billion which could help raise the amount of aid for those groups to
higher Social Security levels.

The approximately 5-million people who would be left on the case-
loads of local public welfare agencies, most of them receiving AFDC,
would be better served by social workers relieved of excessive paper work.
The costly and excessively high staff turnover now prevailing would be
considerably reduced if social workers had increased opportunities to help
the remaining caseload solve their problems and move towards self-support
and self-respect.

Because many of those who would be shifted to the Social Security sys-
tem would still need some social services as well as grants, Mr. Keppler
proposed that voluntary health and welfare agencies supply such services
through contractual arrangements with the Government.

SUMMARY OF PROPOSALS BEFORE SENATE SUB-COMMITTEE ON
EMPLOYMENT, MANPOWER AND POVERTY, MAY 8, 1967, made by Mitchell
1. Ginsberg, Commissioner, New York City Department of Welfare (presently
Human Resources Administrator).

According to Mr. Ginsberg, the present welfare system, is designed to
save money rather than people and ends up doing neither. If changes are
not made, welfare problems will grow and become harder to solve. He
differentiated between short-range and long-range changes, anticipating
that the latter will take years to accomplish, while the former are neces-
sary to make existing programs more effective.

Proposals for changes in the existing program included:

* Substitution of a declaration approach to the means test.

* Employment incentive plan so that welfare recipients securing em-
ployment could retain a share of their earnings for a period of time.
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» Development of neighborhood centers where social, health, housing,
etc., services would be readily accessible to all who need them.

» Elimination of Federal categories of assistance, making it possible
to provide more adequate financial grants.

» Expanded training and employment opportunities coupled with day
care for children and homemaker services.

* Recognition of welfare as a right, with emphasis on protection of the
dignity and self-respect of the recipient.

* Organization of client advisory groups to develop communication be-
tween recipients and welfare administrators.

» Separation of income maintenance and services so that the former
would be provided solely on the basis of need and the latter available even
when financial assistance was not required.

* Defining range of staff skills required to deliver welfare’s services.

Proposals for long-range changes included:

+ Expansion and improvement of Social Security system to include the
aged, disabled and blind.

* A program of guaranteed employment for all, with the Government as
the employer of last resort.

+ A new system of income maintenance, preferably some form of chil-
dren’s and family allowance.

» A limited public assistance program for those who do not fit into the
other three programs.

* A program of public social services, available to all who need and
want them, regardless of whether or not they were in financial need.

Other papers made available to conferees in advance included GUAR-
ANTEED INCOME MAINTENANCE, by Helen O. Nicol, from the
Division of Research, Welfare Administration, and THE PITFALLS OF
GUARANTEED INCOME, by Sar A. Levitan of the Upjohn Institute
for Employment Research.

Both authors discussed new proposals concerned with lifting the poor
out of poverty by providing them with income. Referring to present fail-
ures in public welfare and the minimal achievements of the “war on
poverty,” the merits, costs, and pitfalls of alternative plans were out-
lined. These included the Negative Income Tax, Guaranteed Annual In-
come Plans, Family Allowances and others.

Additional materials sent to participants included the following:

CITIES IN CRISIS, THE CHALLENGE OF CHANGE, published
by the U. S. Department of Health, Education and Welfare, Welfare
Administration;

OUR TROUBLED CHILDREN--OUR COMMUNITY'S CHAL-
LENGE—proceedings of a symposium, sponsored by the Edwin Gould
Foundation for Children;

Reprints from newspaper and magazine articles dealing with various
aspects of public welfare, as well as other relevant data from official U.S.
Government agencies.
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The findings and recommendations reflected in this report were based,
in large measure, upon the analysis of the data presented to the delegates
heretofore described. It is recognized by all concerned that brief exposure
to so complex a problem does not necessarily make for expertise. Further-
more, it is recognized that many organizations, public as well as private,
have made long and noteworthy contributions to this field. It is not the
aim of this Steering Committee to pretend to a knowledge it does not pos-
sess. The Committee has tried to bring its own business orientation to
bear upon the problem, as it was asked to do by the Governor. If this
report has helped increase understanding of some of the problems faced
by our society in attempting to meet the public assistance problem, then it
considers its mission reasonably accomplished.
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QXhibit " THE URBAN POVERTY SYSTEM
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WORKSHEET FOR PROGRAM PLANNING AND MONITORING
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APPENDIX 2
CHALLENGE AND RESPONSE

A REPORT TO GOVERNOR NELSON A. ROCKEFELLER BY THE NEW YORK STATE BOARD
OF SoCIAL WELFARE—MAY 1968

Two years ago the State Board of Social Welfare determined to commemorate
its 100th anniversary by a search for better answers to today’s social prob-
lems. The Governor’s Conference on Public Welfare at Arden House, in which
100 of the nation’s leaders in industry, labor, news media, philanthropic founda-
tions and government participated, was the first step in that search. The ef-
tective work done by the Steering Committee of that conference was a second
step. The regional conferences held by the Board throughout the State were
still another. The hundreds of citizens, agencies, welfare recipients and others
who addressed our Board made a further contribution.

The conclusions our Board has reached do not constitute a final response to
the challenge. But they are a better response than we had two years ago.

Those answers are stated here as principles subject to continuing study, re-
view and refinement. But they are principles which will chart the course of
this Board as it starts the 2nd century of its search for the better society for
all the people of this state.

Has PuBLIC WELFARE FATLED ?

It has been repeatedly suggested in recent years that the public welfare sys-
tem in the United States is inadequate. Such criticisms are valid only if the
system is to be judged by whether it has eradicated all the root causes of wel-
fare and dependency. It has not done so. We still have poverty in America.
We still have poor education, poor housing, poor health, racial discrimination,
unemployment, underemployment, technological displacement, and all the other
causes of dependency.

But the weilfare system was not intended to solve these problems. It was in-
tended to alleviate the gross effects of poverty—to prevent people from going
hungry, from being ill-clothed, from being without shelter. In New York State
the system has done this and more—it has provided the social services which
have helped many of the poor to achieve self-support and self-care and have
strengthened family life. In New York State the basic standard of public assist-
ance—which is, in very real terms, a guaranteed minimum income—is $3,650 a
year for a family of four. This exceeds the commonly accepted national level
of poverty. And this state pays the highest grant in the nation for Aid to De-
pendent Children.

Moreover, we review our standards each year to keep them current. The cost
of living in New York City has increased 11% since 1963 ; our standards have
increased 129.

Nor does New York State have the restrictive or punitive policies that still,
unfortunately, exist in many other parts of the nation. There is no durational
residence law here, no “man in the house” rule, no unwarranted invasion of
the right to privacy of welfare recipients.

Our state system, therefore, is not inadequate if it ‘is judged by what it is
intended to do rather than by the hope that it will eliminate poverty and
dependency.

Having said this, the State Board of Social Welfare recognizes that a number
of improvements should be made promptly in the conduct of the present welfare
system. The first part of this report lists such changes.

The Board also recognizes the need for consideration of various proposals that
would go far toward changing the system itself. The second part of this report
addresses itself to these proposals, most of which require federal rather than
state action.

(492)
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However, the Board does not want the discussion of these needed changes to
undermine the confidence of the taxpayers and the sense of security of the wel-
fare recipients in our New York programs, which last year aided more than 1.3
million of our needy citizens at a total cost of $1.8 billion.

MONTHLY SECURITY GRANTS FOR THE AGED, BLIND, AND DISABLED

There have been many suggestions that the aged, blind and disabled be trans-
ferred from public welfare to the Social Security Administration. Such a transfer
would require action by the Congress.

To accomplish the objectives of this proposal in New York State and to test
procedures, the Board has requested the State Department of Social Services to
inaugurate, in selected social services districts, a system of monthly security
grants to the aged, blind and totally disabled based on their needs as determined
by a certified application without preliminary verification.

Mandated periodic verification of the eligibility of these recipients will be
eliminated, since by definition their condition is not likely to change for the rest
of their lives. Instead reverification will be performed on an “as needed” basis.

A separate service unit will be established by the Department, where a variety
of social services will be available to the aged, the blind and the totally disabled.
Thus the system will differentiate between the maintenance of income and the
delivery of services.

This new system will add dignity and simplicity to the care of this group, will
eliminate the caseload concept, and will create a service-oriented method of
resolving individual problems as they arise.

CERTIFIED APPLICATIONS IN GENERAL

The Board has been urged to authorize the replacement of the present process
of detailed verification by the use of certified applications. This is the recom-
mendation of the Arden House Conference Steering Committee, concurred in by
the participants at the Forum conducted by the Committee for Economic De-
velopment as well as by many who appeared at the Regional Conferences. It is
now in use in the States of California and Maine, and was mandated by our
State Legislature in the Medical Assistance program.

Applicants and recipients are the primary source of information as to their
own needs, income and other resources. A form asking for essential information,
completed by the applicant or recipient who certifies that it is accurate and com-
plete, would permit a simple and quick determination as to his eligibility. As at
present, there would be follow-up spot-checks and audit procedures.

This system- would reduce the time lag in action on the application, would
lend dignity to the applicants and recipients and would permit more effective
use of present personnel in the rendition of needed care and services and might
delay or reduce the need for enlarged staffs.

Accordingly, the Board directs the Department to prepare and conduct an
adequate demonstration project, including both metropolitan and upstate dis-
tricts, designed te provide more complete information on the basis of which an
evaluation can be made of a certified application system.

SEPARATION OF SERVICES AND ASSISTANCE

The Board believes that true social services should be separated from the
function of determining eligibility and granting financial assistance. This sep-
aration will result in more effective use of trained social workers in the work
for which they have been trained, and will undoubtedly reduce staff turnover.

The Board has asked the State Department of Social Services to expedite the
planning and installation of such a separation of services throughout the state.

In view of the severe shortage of professional social work personnel, it is es-
sential that scarce skills be put to use where the need is greatest and where
results can be expected to be most rewarding. At the same time, job functions
will be organized in such a way that staff with a greater range of education and
experience can perform effectively.

Just as it is imperative to make the best use of trained social workers, it is
also imperative to make full use of less experienced persons for work that does
not require advanced education and experience. The Board has already adopted
a Rule making provision for Community Services Aides in local social services
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departments, in which educational requirements are all but eliminated and pre-
ference is given to persons of low income or dependent on public assistance.

The Board is also examining intermediate social services positions with a view
to utilizing an intermediate range of experience and education, including grad-
uates of two-year colleges.

DAY CARE

The Board believes that it should be the policy of the State of New York that
every pre-school and young school-age child who needs day care services should
have such services available to him.

These services include both group and family day care. Priority for day care
services should be given to children of low income and ADC families.

State matching funds are now ‘available to local social services districts for
the direct provision or purchase of day care but thus far there has been little
utilization of these funds to expand these services.

The Board’'s rules permit day care for infants beginning at eight weeks of
age, and the Board solicits requests for establishment of group day care for in- -
fants in acceptable programs as well as for day care services for older children.

One of the principal reasons for the delay in development of day care centers
has been lack of adequate physical facilities. The Board recommends to the
Governor and the State Legislature that public capital funding be made avail-
able—as is the case in other areas of special need, such as housing and nursing
homes—for construction and rehabilitation of needed day care facilities.

The Board is now revising and modernizing its Rules on day care, in order to
permit full utilization of all possible facilities.

No child in the States of New York who needs day care should be deprived of
such services, which should be free to the needy and chargeable to those fami-
lies which can afford to pay.

WORK INCENTIVES

~ The Board urges the State Legislature to adopt legislation that would estab-
lish an across-the-board incentive allowance for welfare recipients who obtain
‘employment, regardless of the source of their earnings.

The Board is convinced that this action will motivate people to accept em-
ployment and that it will eventually reduce expenditures for public assistance.

It would remove the present “dis-incentive,” whereby a person who receives
public assistance has a dollar deducted from his grant for every dollar he earns.
This means that a welfare recipient has no practical motivation to seek a job,
since his financial condition will not be improved if he gets one.

The Board is convinced that incentives to work are an important and desir-
able stimulant to poor people to enter the labor force. The Board has consistently
urged the federal government to permit welfare recipients to retain a share of
their earned income as a work incentive. The Board approved an experiment in
New York City which aillows members of ADC and TADC families who find em-
ployment to keep the first $85 per month of earnings plus 30 percent of any addi-
tional sum. Therefore we applaud the recent action of Congress in adopting an
incentive program in the 1967 Social Security Act amendments.

Unfortunately, New York States has not followed suit, and incentive allow-
ances have been applied only to federal employment programs but not to private
employment.

FAMILY PLANNING

The Board considers family planning an essential service which should be
available regardless of a person’s economic status. It recognizes that the avail-
ability of family planning services does not take the place of, or obviate the need
for, personal motivation. But it has required—in a Rule adopted on December 23,
1966—every local social services district to make known to welfare recipients
generally the availability of family planning facilities and services. The Rule
also allows, with adequate protection of moral scruples, caseworkers to inform any
recipient of Aid to Dependent Children and Home Relief who is married or is
the head of a family of the availability of such services. This Rule, adopted
well in advance of the recent federal requirements concerning family planning
information and services, is in full compliance with those requirements.

The Board is now considering a further extension of its rule to include not
only recipients of public assistance but also recipients of care or services who
are married or heads of families.
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The Board’s continued interest in family planning is further evidenced by its
persistent monitoring of the effects of its Rules, by its concern with Departmental
implementation of family planning policies, and by its efforts to interest related
state agencies, such as the Departments of Health and of Education, to do all
possible to create viable, coordinated family planning services and facilities.
Moreover, the Board intends to continue to make known to the local social
services districts its deep concern with their implementation of its family
planning Rule.

JOBS AND JOB OPPORTUNITIES

Since a job is the cornerstone upon which most families construct wholesome
participation in community life, the Board urges all departments of governments,
as well as private employers to be innovative in creating opportunities for the
employment of welfare recipients in meaningful jobs.

This is the best solution to the problem of dependency, for any employable or
potentially employable person. It should be the public policy of our state and our
nation to provide job opportunities for all people and to adjust our economie
planning, our laws and our attitudes to attain that end.

The development of new careers for the poor, and the utilization of non-
professionals as Community Service Aides in local social service departments,
point the direction in which we must continue to move,.

The Board reaffirms its conviction that those who are forced to turn to the
community for assistance in meeting their basic needs for food, clothing and
shelter have within themselves the potential, common to all men, of productive
contributions to economic and social life.

We recognize that the complexity of our industrial society demands a higher
level of training to unleash the potential which exists beneath the surface. This
calls for enlarged training programs to tap inherent abilities. Hiring standards
and testing procedures must therefore be modified if those welfare recipients
who are the most deprived are to be brought into the labor force. Learning
to do the job must go hand in hand with earning. Afirmative action in qualifying
the unqualified is required now of both the public and the private sector.

One specific means of assisting poor people to find and keep jobs is to assure
them of adequate transportation between home and work.

TECHNOLOGY

The Board urges expanded application of modern technology, including systems
analysis and electronic data processing, to the problems of social services and
the administration.of their delivery tothe needy.

It recognizes that these technologies may initially be more adaptable to the
administrative than to the service function, but it feels that concerted explora-
tion of both is warranted.

Although adoption of full state administration of public welfare would make
application of modern technology much easier, the delay in establishing such a
system should not inhibit the rapid use of such technologies.

The Board realizes that this approach will require funds for consultants, pro-
gramming and equipment, and therefore urges Department of Social Services to
include appropriate funds for this purpose in its budget for the next fiscal year,
or to explore alternative means of funding.

RESEARCH

The Board of Social Welfare affirms the need for research as a basis for in-
formed policy decisions.

It is essential to expand the existing information system concerning de-
pendent children and adults, and concerning welfare services and programs.

It is equally important to extend research into the conditions that predispose
a person toward dependency in public assistance, and to undertake systematic
evaluation studies to assess the effectiveness of welfare programs.

To enable a significant expansion of research, commensurate with the scope
and importance of welfare programs, sufficient public and private funds must
be made available and conditions provided to attract qualified research scientists.

The Board requests the Department of Social Services to identify the require-
ments for a greatly expanded research program, to make recommendations con-
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cerning necessary actiom, and to develop, expand and foster research in public
welfare.
THE VOICE OF THE POOR

The voices and opinions of welfare recipients, both individuals and organized
groups, have proved to be most effective and useful in Board deliberations.

The Board has held public hearings and conferences as well as informal con-
versations with such persons and groups, and these methods will be continued
by the Board as an aid in effecting improvements in the welfare system.

The Board is convinced of the wisdom of such participation of welfare recipi-
ents and will continue to look for new and imaginative ways to implement this
conviction.

NEIGHBORHOOD SERVICE CENTERS

The Board agrees with suggestions from a number of individuals and groups
that welfare services should be brought to the people where they live, by means
of neighborhood centers such as already exist in a few neighborhoods of a
few cities in the state. These centers could also be open evenings and on week-
ends, for the convenience of the people they are intended to serve.

Moreover, the Board urges that city and county governments consider the
establishment of neighborhood service centers that include, in addition to wel-
fare services, such other information and referral services as health, employ-
ment, law, housing and family counselling. This would be an effective means
of bringing the services of government to the people who need them most, and
a further demonstration of the flexibility of democratic society.

LEGAL SERVICES FOR NEEDY PERSONS

For several years the Board has urged the passage of legislation to assure
that legal representation is available to applicants and recipients of public as-
sistance in the establishment of their welfare rights. To this end the Board
urges the passage by the State Legislature of Senate Intro 5731 and Assembly
7058, now pending.

This legislation is a response to the growing recognition of the need for
legal services for the poor as a matter of justice and right.

Federal financial participation is available for this program, and the Board
strongly urges its enactment into law.

FLAT GRANTS

The State Board directed that the budgetary method be simplified last year
to establish basic amounts of public assistance allowance based on family
size and the age of the oldest child. This basic money amount includes food,
clothing, personal incidentals, household supplies, school expenses, laundry for
recipients of Aid to the Aged, Blind, and Disabled, fuel, utilities and sales taxes.
The only item which must be added for basic maintenance is the amount for
rent.

Since we allow for special needs in certain circumstances such as special
diets or moving expenses, which are not common to all recipients, additional
money amounts must be added in such situations.

Nevertheless, we are convinced that a flat payment of assistance based upon
family size is the most efficient and effective method of aiding poor people
within the present welfare system. To this end we urge the Department to con-
tinue to achieve this goal.

USE OF VOLUNTEERS

The Board, which is itself composed of citizens who are not professionals
in the field of social work, is deeply committed to the use of volunteers wher-
ever possible in furnishing needed supporting services to welfare recipients.

Since 1965 the State Department of Social Services has had a Senior Welfare
Consultant on Volunteer Services, the first such post in a Department of Welfare
in any state. The primary functions of the Consultant are to organize volunteer
services in local agencies, plan volunteer programs, and train supervisors directly
responsible for the work of volunteers.

The Board hopes that there will be ever wider use of this consultative service
for a broader and more effective involvement of volunteers in helping the needy.
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UNIFORM NATIONAL STANDARDS

The Board urges the Congress of the United States to establish realistic na-
tional standards for public assistance which would provide a floor below which
no person in the land would be expected to live.

One of the principal weaknesses of the present welfare system is that it does
not assure every needy American that he will be protected in his essential right
to food, clothing and shelter. The lack of federally mandated standards causes
a wide variation in public assistance benefits in the fifty states. Such variations
range from granting a small percentage of a minimum subsistence standard in
some of the poorest states to meeting 100% of basic needs on a more liberal
standard in states like New York.

Only Congress can correct this indefensible injustice. It can mandate national
standards, and in doing so it would necessarily be required to provide a federal
reimbursement formula which would take into account the economic capacity of
the state to finance such a standard.

ELIMINATION OF ‘“CATBGORIES”

The Board has long urged the elimination of the so-called federal “categories”
of public assistance.

These ‘“categories” have been embedded in the federal public assistance pro-
gram, dividing up needy people by age or by the condition which created their
need. There are dependent children, and families of dependent children, and
blind, and aged, and disabled and persons on home relief receiving gemeral
assistance.

This jungle of categories complicates administration and creates more prob-
lems for people who already have problems enough.

The Board has consistently advocated action by the federal government to
establish a single category of assistance based upon need. Such action would
make federal financial aid available to all needy persons, including home relief
recipients and poor children in foster care, who are not now eligible for federal
assistance.

In 1962 the Board combined the categories of Aid to the Aged, Aid to the Blind,
and Aid to the Totally and Permanently Disabled into a single category known
in the State of New York as Aid to the Aged, Blind and Disabled (AABD).
Moreover, the standards of assistance in this state have been made uniform for
all basic items in all categories of assistance.

THE PUNITIVE ASPECTS OF THE 1967 S8OCIAL SECURITY ACT AMENDMENTS

The Board opposed the action of Congress last year in amending the Social
Security Act, and today urges the Congress to repeal or modify the restrictive
and punitive provisions of these amendments.

The Board repeats its urgent request that the ADC ‘“freeze” be repealed, that
children of unemployed mothers as well ag fathers be aided, that ADC payments
be permitted to supplement Unemployment Insurance Benefits when these are
not sufficient to meet basic needs, and that mothers of dependent children be
encouraged to work only when it will be in the best interests of their children.

As this law now stands, it shows a hostility toward needy people that the
Board cannot believe to be a reflection of the American conscience.

The Board’s views on this legislation have been transmitted to the Congress
and to the Department of Health, Education, and Welfare in the past, and the
Board repeats them today, with equal earnestness.

INCOME MAINTENANCE

The Board has given much thought to the various proposals designed, in effect,
to replace the present system of public assistance with a new form of income
maintenance. These new proposals are intended to separate the provision of
financial support to needy persons from the provision of soeial services to such
persons, and to provide a more dignified system of delivery of the funds required
for food, clothing, shelter and other basic human needs.

In recent months most of the discussion of such a major change has focused
on the proposal of a negative income tax and on the proposal of family or chil-
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drem’s allowances. These are, however, other methods of approaching the same
goals, including some form of “income insurance” which would be based upon a
vast enlargement of the insurance aspects of the federal Social Security system.

A.ns: such change in the basic method of providing essential income to Ameri-
cans in need would obviously have to be made by the federal government. It
would be impractical for a single state—even as large a state as New York—to
undertake such a change on its own.

The Board believes that these proposals deserve earnest, serious and prompt
consideration by all citizens and by the Congress. However, it urges that any
such consideration should keep in mind the following reservations:

1. That it would be a disservice to the inhabitants of the State of New York
if a nationwide system of income maintenance were to be adopted that, while
benefiting needy persons in other parts of the country, worked to the disadvan-
tage of the affected persons living in New York State. This state has one of the
highest levels of public assistance in the country, in the various categories of
assistance, and in some categories the highest of any state. This is not a matter
of generosity on the part of the state’s taxpayers, but only a clearer recognition
of the responsibility one citizen has to another in a civilized society. It would be
a tragedy if, in the effort to improve the condition of the poor throughout the
country, the condition of the poor in New York State were to be made worse.

2. That there must be safeguards against the use of & major change in the
form of income maintenance as an unintential device to reduce the effectiveness
of those social programs which are intended to assist people toward the dignity
and self-respect that comes from self-support.

No form of income maintenance can take the place of reinforcement of exist-
ing programs and the creation of needed new programs for employment oppor-
tunity, decent housing, improved health care, educational opportunity and
elimination of discrimination.

3. That we must guard against the creation of a permanent underclass of
Americans whose chief characteristic will be their dependency. The objective
should be to use the device of income maintenance as a foundation on which to
build a system of social services designed to eliminate the existence of any group
of persons relying upon public assistance, under whatever label.

‘The Board has not reached the point, in its own deliberations, of agreeing on
any particular program of income maintenance that would replace the present
system. However, it is continuing its study of such proposals, and will express
its views to the public and to the Congress when and if it concludes that one or
another of the proposals, or a combination of them, would be in the best interests
of all, and particularly of the poor people in this State and nation.

CONCLUSBION

We are keenly conscious of the intensive and thoughtful consideration given
by a large number of people, many of them new to social welfare, to the prob-
lems of dependency in our nation and their possible solutions.

Undoubtedly the most significant aspect of the Arden House Conference was
that it represented, as Governor Rockefeller characterized it, “a unique and
unprecedented concentration of American leadership on the problem of public
welfare.” It had been the aspiration of the Board to enlist, perhaps for the first
time, the real interest and involvement of our top national industrial leader-
ship, and then to secure from the members of that group a commitment to con-
tinuing participation in the resolution of the problems of public welfare. These
objectives have been achieved beyond our wildest dreams.

In the regional Conferences there developed a healthy, continuing awareness
on the part of both well known and new spokesmen that these were the problems
of our whole society and that every sector of our community life shares respon-
sibility for their solutions. Reflecting a readiness to comprehend the facts, to
understand their significance, and to eschew a merely visceral reaction, the
public displayed a truly enlightened climate of opinion and concern. The New-
burgh syndrome has been replaced by a compassionate, informed but tougl}-
minded regard for people rather than an anxiety for dollars only. Aqd the b}lSl-
ness of public welfare is no longer the exclusive concern of the social services
establishment. This augurs well for all of us, recipient, worker and taxpayer.
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STAaTE OF NEW YORK
NELSON A. ROCKEFELLER, Governor
STATE BOARD OF SOCIAL WELFARE
HueH R. JONES, Chairman
STATE DEPARTMENT OF SOCTAL SERVICES

GeoRGE K. WYMAN, Commissioner

LETTER OF TRANSMITTAL
May 15, 1968.

To Governor Nelson A. Rockefeller and the Members of the Legislature of the
State of New York.

GENTLEMEN : In accordance with the provisions of the Social Services Law
of New York State, and at the direction of the Board, I herewith submit to you
the 101st Annual Report of the Board and the State Department of Social
Services.

Respectfully yours,
HucH R. JONEs, Chairman.

A DEDICATION

This 101st annual report of the New York State Board of Social Welfare and
the New York State Department of Social Services is dedicated to the memory
of Antonio A. Sorieri, First Deputy Commissioner of the Department, who died
July 11, 1967.

Tony Sorieri devoted his life to America’s destitute and gained national recog-
nition as an eloquent spokesman for these muted millions. His contributions to
their welfare will continue through the great structure of public social services
he did so much to build.

‘Well might the humble and the disadvantaged everywhere say of him, “So
worthy a friend.”

(499)
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EXPENDITURES IN PUBLIC WELFARE PROGRAMS SUBJECT TO BOTH FEDERAL AND STATE AID OR TO STATE AID
ONLY, NEW YORK STATE, 1967

[In thousands]

New York State New York City Upstate

Amount Percent Amount Percent Amount Percent

Class of expenditure

Total expenditures____...________.__ 131,867,844 100.0  $1,169,376 100.0 $513,522  100.0
SOURCE OF FUNDS
Federalaid___..___.__________________. ... 698,089  37.4 421,423 36.0 183,978 35.8
State aid__ .. - 645,703  34.6 381,406 32.6 172,038 33.5
Local funds 524,052  28.0- 366,547 31.4 157, 506 30.7
Medical assistance for aged in mental
hospitals. ___._ ... ... ____..... 161, 892 - 5 R
Mental hygiene family care___. 1,659 1
Juvenile delinquents in State training schools. 16, 542 0.9 10,072 0.9 6,470 1.3
State office administrative costs_.._______._. 21, 395 R P
Expenditures in locally-administered public
welfare programs 1,666,356  89.2 1,159,304  99.1 507, 052 98.7
OBJECT OF EXPENSE
Assistanceandcare.. .___...____.___.____. 1,461,506 78.2 1,011,857 86.5 449, 649 87.5
Subsistence payments_ . ..._._._....... 854, 062 457 642,766 55.0 211,296 41,1
Medicalcosts.__________._.__________. 607,444  32.5 369,091  31.5 238,353 46.4
Local administration____._.__.._.________.. 204, 850 11.0 147,447 12.6 57,403 11.2
PROGRAM ANALYSIS
Subject to both Federal and State aid._..____ 1,352,446 72.4 930,120 79.5 422, 326 82.2
Assistance andcare._ ... . _._________ 1,208,732  64.7 822,883  70.3 385, 849 75.1
Medical assistance for the needy.. .- 606, 668 32.5 368, 311 31.5 238,358 46.4
Old-age assistance. _._.._..__ 72, 503 3.9 50, 105 4.3 22,398 4.3
Aid tothe disabled.. 42,079 2.2 29,887 2.5 12,192 2.4
Assistance to the bjind__ - 3,964 0.2 2,869. 0.2 1,095 0.2
Aid to dependent children. .- .. - 483,518 25.9 31,711 31.8 111, 806 21.8
Local administration__..________._____. 143,714 1.7 107, 237 9.2 36,477 7.1
SubjecttoStateaidonly_____________._____ 313,910 16.8 229,184 19.6 84,726 16.5
Assistance and care__..._........._..._ 252,774  13.5 188,974 16.2 63, 800 12.4
Home relief____ ... ... ... 99,937 5.4 77,015 6.6 22,922 4.5
Dayecare. ... ._..______.__._. 7,061 .4 7,061 R
Care of adults in public homes.__.__ 11,010 .6 2,280 .2 8,730 1.7
Care of adults in public shelters_.__ 2,132 .1 2,132 v e
Care of children in public shelters. . 7,406 .4 7,406 B
Foster care of children..........._. 90,198 4.8 64,421 5.5 25,777 5.0
School tunch and milk. ... ..... 18,668 1.0 18,640 1.6 28 ... ..
Juvenile delinquents in local facili-
____________________________ 13,980 .7 8,444 .7 5,536 11
Burlal costs and other assistance
programs. _ . ... ___.... 2,382 .1 1,575 .1 807 .1
Local administration.__...._________... 61,136 3.3 40,210 3.4 20,926 4,1

1 Since costs for medical assistance for aged in mental hospitals, mental hygiene family care, and State administration
appear only in the New York State column, the sum of New York City and Upstate does not yleld the State total shown.
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MONTHLY AVERAGE NUMBER OF PERSONS IN SPECIFIED PROGRAMS

Program New York New York Upstate

State City

1,292,260 784,831 507, 429
Medical assistance for the needy. .. ccnenem oo cienans 460,102 147,863 312,239
Also received money payments_ . .. ...iciioiiiiioiicinaenaas 200, 393 95, 846 104, 547
Medical only. . ... oo iiieiiei—aaaaaae 259,709 82,017 207,692
0ld-age assistance . 69, 657 44,909 24,748
Aid to the disabled.. . - 36, 960 24,682 12,278
Assistance to the blind - 3,126 2,118 1,008
Aid to dependent childre - 721,580 525,871 195,709
Home relief . - . ..o eecceceeacaaan - 153,238 109,959 43,279
Children in foster care. .. - .o ccremma————ae 47,990 25,275 22,715

1967 AND 1966

In 1967 the social services system in the State gave assistance and care to a
monthly average of 1,292,260 persons at a total cost in local, State, and federal
funds of $1,867,844,000, $606,668,000 of which was spent for medical care for
those persons, who included a monthly average of 259,709 individuals who
received medical care (Medicaid) only, not public assistance grants.

In 1966 a monthly average of 969,540 persons received assistance and care at a
cost of $1,200,531,000, $356,019,000 of which was spent for medical care for those
persons, who included a monthly average of 80,114 individuals who received
Medicaid only (for the eight months that program was in operation) and a
monthly average of 35,878 individuals who received Medical Assistance for the
Aged (for the four months that program was in operation before Medicaid suc-
ceeded it). In addition, several thousand men, women, and children received
hospital care as medical indigents during the first quarter of 1966 before Medic-
aid legislation was enacted in New York State.

The monthly average number of persons given assistance and care in 1967 was
322,720 more than in 1966. Over half of the increase, 179,003, were welfare recip-
ients, almost all of whom were in the programs of afid to families with dependent
children and home relief. The other 143,717 were Medicaid recipients who did
not receive public assistance grants.

The 1967 expenditure was $667,313,000 more than the 1966 expenditure. Almost
two-thirds of that increase, or $416,664,000, was for public assistance and care.
The remainder, $250,649,000, represented 'increased medical assistance expendi-
tures due to 12 months of Medicaid instead of 8 months, rising medical costs,
and other factors.
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I. A PrROPOSAL: EMPLOYABILITY INSURANCE
(By George K. Wyman, Cominissioner, State Department of Social Services)

Nineteen sixty-seven was the year in which 87 leaders of our economy—from
industry, business, labor, news media, charitable foundations, and government—
studied the problems of public dependency in the United States under the spon-
sorship of the Governor’s Conference on Public Welfare—*“a unique and unprece-
dented concentration of American leadership on the problem of public welfare,”
as Governor Nelson A. Rockefeller characterized the event.

A summary of the ideas and proposals developed by these distinguished citizens
is included in this report.

This unusual achievement and similar developments which followed it that year
and this year—such as the ‘Natioral Advisory Commission on Civil Disorders, the
President’s Commission on Income Maintenance, and the National Alliance of
Businessmen—demonstrate that a large, responsible segment of the private sector
is aware of the dimensions and implications of widespread want in the social
pileup of millions of families who have been segregated from the mainstream of
American life, and are involved in action to correct the causes of want: lack of
Jjob skills, illiteracy, the changing work requirements of a fast-changing economy,
racial discrimination, and poor health.

The urgent need for such action is clearly evident. For still another year public
welfare rolls and costs continued to climb everywhere in the United States,
despite anti-poverty programs and all other social action. In the last five years
the Nation’s public welfare population increased from 7.5 million recipients to
over 9 million—95 percent of whom are children and those who take care of
them, and aged, blind, disabled or otherwise handicapped persons. And costs rose
from $5 billion to $9 billion.

A SOCIAL AUDIT OF AMERICA: 1968

Indeed, welfare and poverty programs constitute one of our fastest-growing
industries.

And where do all these investigation-certified destitute come from, year after
year after year, in ever-increasing numbers? From these groups, among others:

(1) The 28 million men, women, and children—12 percent of the white
population and 40 percent of the non-white—who live below the so-called
poverty level of $3,335 annually for an urban family of four.

(2) The estimated 30 million adults and children who live in our slums.

(3) The 11 million illiterate persons.

(4) The 3.3 million unemployed.

(5) The 9 million adults who lack work skills.

(6) The 12 million persons disabled by chronic illness, a handicap, or
conditions that require hospital or institutional care.

(7) The 20 million mentally ill.

(8) The 5.5 million mentally retarded.

(9) The 6.5 million alcoholics who are unable to hold a job or run a home.

Obviously, unavoidable duplication exists in this brief social audit because a
great number of persons are multiple-handicapped: many are illiterate, lack
work skills, live in slums, are in poor health, and are otherwise too handicapped
to go it alone in a sophisticated, complex society.

But the net, unduplicated toll of decades of poor living standards, poor health,
and poor preparation for life is still staggering. Furthermore, a rising popula-
tion means more people damaged by that poverty of mind, body, and spirit; and
in the last eight years our population rose by 20 million.

Such stern facts of life, especially as they apply to our non-white population,
prompted the Presidents Commission on Civil Disorders to warn: “Our nation
is moving toward two societies, one black, one while—separate and unequal.”
It would be more accurate to say that our nation has consisted of two societies,
separate and unequal, for decades. Today 1 in every 14—both ‘white and black—
live.in an ever-deepening subculture, a “separate and unequal” underworld of
deprivation. This schizophrenic, double-standard way of life represents a fiscal
and social burden that no society, however great its Gross National Product, or
its apathy, can long tolerate.

About apathy. Everybody seems to agree that welfare recipients and the
millions of other poverty-stricken need to be motivated. They do. Any human
being condemned to life in a hovel, without even the resource of hope, needs all
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the motivation he can get. But the rest of us need motivation, too—and enough
of it to take whatever action is necessary to stop this incredible stunting,
deterioration, and destruction of the character, spirit, and potential for decent
living of so many millions of our men, women, and children.

But worse than apathy. Nineteen sixty-seven was the year that the Federal
Government passed legislation to withhold federal funds for the support of any
and all needy children who might be unlucky enough to be among the percent-
age of children to be excluded by an arbitrary federal ceiling on such aid. The
children who would lose federal aid in this grim lottery would have to look to
the states and the localities for the mnecessities of life; and many of these
states and localities, even with federal aid, provide only a fraction of the
living needs of destitute children and adults. (In one state the average monthly
payment for a family is $35—for all of its needs: food, rent, clothing, etc.)

Such federal legislation seems to indicate the frustration and inability of
the Government to deal with the critical problem of massive destitution.

Another example of this policy of retreat is the Federal Government’s cut-
back of its Medicaid program for individuals and families not on welfare who
cannot pay for needed medical care. That cutback is to be carried out by con-
gressional ceilings based upon public assistance levels, however inadequate
those levels might be, and arz, in many states. As a resulf, millions of Americans
living below the poverty line will not be able to qualify for federally aided
Medicaid, which means they will be deprived of needed medical care. This in the
face of a shocking toll of sickness and disability which accounts for some 40
percent of all welfare costs in New York State and elsewhere throughout the
Nation. Deprived of federal funds, New York State was forced to cut back its
program, too. Some 2,200,000 persons potentially eligible for help in case of
illness and 1 million beneficiaries were cut out of the program.

Does this federal approach to our gravest internal social and economic prob-
lems reflect a domestic social isolationism that augurs not less, but more, wel-
fare and other poverty burdens? Is it meant to punish public welfare recipients
and other needy by depriving them of help because they are unable to cope with
dependency-making factors over which they have little or no control: sickness,
disability, dependent infancy and childhood, old age, illiteracy, unrealistic job
requirements, discrimination, and all the rest of it?

Hopefully not. What it does indicate, perhaps, is that government must rethink
a lot of its services—welfare, health, education—new and old. And the private
sector must do likewise, especially in its recruitment, job-training, health benefits,
and other areas. Qut of that reconsideration should come recognition that the
public and the private sectors will have to fit their policies and operations to
meet the demands of 1968 and the years ahead.

If every physically and mentally able individual is to be given an opportunity
to earn a living, the leadership responsible for our economy, for its work
requirements, and for the availability of the educational, vocational, health,
and other services our citizens require to meet those work requirements, must
make those services available so that the opportunity to earn a living is a
fact and not a theory.

‘¢ ® * ABOVE ALL ELSE, HOW TO EARN A LIVING"

To do this we need to regroup, refocus, and recast a number of welfare,
health, and educational activities; contract to private industry, labor, and other
private sectors some activities now conducted by government or not at all;
and enlist the active cooperation of thousands of citizen organizations in these
public-private operations.

This proposed reorienting, rebasing, and extension of existing welfare, educa-
tion, and health activities might be called employability insurance. We have
many kinds of insurance now, of course—unemployment, old age, survivors,
health, disability. But all of them are, in one way or another, tied to unem-
ployability—as they should be. But what we need is employability insurance, a
program of coordinated action in key fields focused on employability, on making
and keeping people employable and employed.

Employability insurance would begin in the school, where every child would
be taught—above all else—how to earn a living. New, revitalized, and extended
work-oriented instruction and guidance would be given, through management-
labor teams, in actual work settings—stores, offices, shops, hospitals, farms,
restaurants, factories—under the immediate direction of managers, foremen,
and other supervisors and employees in commerce and industry. '
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All young people would be required to complete sufficient academic education
and job training to equip them for available full-time or part-time work oppor-
tunities when they leave school for employment or they continue with higher
education but need employment.

Students of appropriate ages might be given school credits for working full-
time or part-time, for limited periods; at approved jobs in industry, business
or government. Such practical education and earn-a-living training would develop
self-reliance, expose them to the realities of the world of work, teach them some-
thing about earning and managing mioney, and help them to think about and
prepare for their future.

Thus every child would learn firsthand about our economy: what makes the
wheels turn, why and how one must earn a living, the many commercial, indus-
trial, technical, and professional opportunities that exist, and some important
facts of modern life, including this: many people will have to undertake twio or
three careers in their working lives because our fast-changing economy makes
moreand more occupations obsolete.

In a matter of months of full4ime vocational study and training, young people
could be taught enough to fill part-time or fullstime job vacancies in industry
or commerce while they are getting an education, after they have completed it,
or if they drop out.

All young people would be required to complete sufficient academic and job
training to earn a living.

The work training and guidance, the content of vocational courses, and other
work-related activities could be turned over to an agency comprised of represent-
atives of various business, technical, and professional fields, labor, and govern-
ment, as a public-private enterprise.

Through this agency, employers might be encouraged to adopt new patterns of
employment and recruitment, especially in view of the fact that, within a year,
half of the 200 million people in the United States will be under 25 years of age
and their life expectancy will be much greater than that of any group of Ameri-
cans in history. These facts have economic and social implications for all of us,
and unless commerce, industry, labor, and government plan for effective utiliza-
tion of this unprecedented manpower, those implications will soon become eco-
nomic and social problems of unguessed dimensions.

A long word of caution. Over-emphasis on getting a “good job” (by getting a
“good education”) and too much warning about “dead-end jobs” can produce
unfortunate results.

Obviously, a college education is no guarantee of a “good job,” and not every
young person is “college material.” Equally apparent, there will continue to be
millions of jobs, and self-employment opportunities that do not require years of
academic study—and never will. Many of these pursuits may be characterized
as ‘“‘dead-end,” but millions of Americans start in this way, progress to other
work, and ¢limb as near the top of the ladder as conditions permit, in the great
American tradition.

Many others, whose limitations and circumstances prevent such progress, at
least have the satisfaction of earning their own living, modest though it be, at
tasks, that must be done in every town, city, and county in the nation, if the
wheels of our economy are to be kept turning.

If shunning of “dead-end jobs” should increase and become widespread, we
might find ourselves with additional hundreds of thousands of job vacancies and
unrealized self-employment opportunities—as well as continued high-level, and
increasing, welfare rtolls. This because more and more individuals might be
encouraged not to prepare themselves for so-called dead-end jobs, even though
such preparation might involve a minimum of effort.

Today some of the few employables on the welfare rolls are beginning to say
they will refuse to accept available jobs if those jobs are ‘“dead-end.” (If they
do refuse and consequently are dropped from the welfare rolls, all of us will
share the blame for their mistake in judgment—and for the subsequent suffering
of their families.) .

Certainly all of us should know and believe that working at whatever we can
do, at whatever stage of our development, is being useful to others as well as
ourselves and our dependents and is the truly significant meaning of “earning a
living.”
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HEALTH ASSURANCE

Employability insurance would also provide needed medical services-preven-
tive and treatment—for all school children and require periodic reporting on
their health status and health needs to prevent sickness and dxsabxllty, to correct
poor health, and to make children, and their families, health-conscious.

Every school would have available to it the services of a physician and a nurse
to give periodic health examinations and necessary follow-up guidance to the
children and their parents. Where medical care is required, the family physician
would provide that care; if the family could not pay for the care, it would be
given at public expense.

Older children would be given appropriate health information and guidance
through practical health talks and demonstrations by physicians, psychiatrists,
and other health educators, and by visits to various health facilities. With
the disappearance of the general practitioner, the shortage of health facilities
and personnel in urban and rural areas alike, sickness and disability being the
greatest cause of welfare expenditures, and the runaway costs of medical care
everywhere, such health guidance has become an urgent need for millions of
medically indigent and other Americans.

Medical personnel in government, in private practice, in medical schools,
and in research organizations have a priority responsibility to undertake this
all-important health education—through a voluntary draft, if necessary.

These services, and the work-oriented training program, should involve enlist-
ing the understanding and support of the parents, PTA groups, women’s clubs,
service clubs, and other community and civic groups at school district levels, and
having representatives of these groups, and of the general community, attend the
health and work sessions. Through such communication, parents could be alerted
to the significance of these programs, specifically in terms of their own children
and generally in relation to the community and what dependency and sickness
mean, socially and fiscally.

But we need much more than an expanded and deeper health program for our
50 million school children. Employability insurance embraces a major program—
universal health insurance—to cover every man, woman, and child, protection
that is provided by every industrial nation in the world today, except the United
States.

The main thrust of this program would be to cut down the burden of sickness
by having every person able to pay for necessary medical care, assume that basic,
priority responsibility for himself and his dependents, through health insurance
payments by him and his employer. In the case of welfare recipients and other
poverty-stricken citizens, government would pay the insurance premiums until
the circumstances of these individuals and families changed to enable them to
assume their share of this obligation.

Even a limited program of health insurance would produce direct results in
checking the burden of sickness in the Nation by getting some needed medical
care to some people, and by teaching millions of citizens their responsibility, to
themselves and their dependents, of giving priority consideration to expenditures
for health protection and restoration.

MONEY TO LIVE RY * * *

The final major segment of employability insurance would involve the provi-
sion of income maintenance grants. through a recast welfare system or a new
program (as suggested by proposals of the participants in the Governor's Con-
ference on Public Welfare’) to individuals and families who cannot earn their
own living because of illiteracy, lack of work skills or health disabilities.

The first two groups would receive the literacy and work training they require,
promptly and effectively, from a nationwide network of management-labor
teams under government contract.

Such programs have, everywhere in the country—

(1) Taught the illiterate in record time, beyond anything yet achieved
by conventional educational methods, and opened work opportun1t1es for
thousands of jobless men and women ;

1 See “Instead of Public Assistancé * * # 9" on page 17.

96-602 0—6.
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(2) Trained totally unskilled people, more quickly and more success-
fully than has been done through standard vocational training programs,
and provided these people with the exact know-how needed to take over and
handle a job the very first day of employment ;

(3) Motivated the aimless and the hopeless by helping them to become
somebody with a sense of purpose and achievement, a feeling of responsi-
bility, a new, important status in the family—by teaching them how to
earn a paycheck ;

(4) Demonstrated how even individuals with police records could be put
to work, with their employers experiencing less pilferage than employers of
workers without oriminal records ; and

(5) Trained and placed Negroes and other minority group members in jobs
in variousdndustries and businesses. )

Individuals with health-disabilities would, of course, receive whatever medical
care and other services might be required to restore their health and employ-
ability or otherwise benefit them. -

Other individuals and families—those without income because of age, chronic
illness, or other conditions that clearly preclude employment—would be given
income maintenance grants and whatever social or other services they might
require.

All persons over 5 years of age, all totally and permanently disabled persons,
and all blind individuals now on the public welfare rolls would be transferred
to the social security rolls—some 3 million needy citizens who surely should be
in that program and not on public relief.

The tired, old cliche objections to such a transfer no longer obtain. Here’s why :

(1) The Federal Government now pays almost two-thirds of all welfare costs
for these 3 million individuals. Why not provide those funds through the social
insurance system instead of a second system and a second overhead—welfare—
especially in hundreds of thousands of cases in which too-low insurance benefits
must be supplemented by welfare payments? And even a third system and a
third overhead where such cases involve hundreds of local welfare departments
as well? .

(2) Another fiction that helps to block needed simplification and improvement
in the insurance-welfare systems is the notion that the social insurance program
is founded upon an inflexible inviolable actuarial system and that contributors
must get only the exact benefits that their contributions make actnarially pos-
sible. To give them any more, regardless of their actual need, would introduce
a welfare concept into the insurance system, and this must not be done, according
to this reasoning. Everybody knows, however, that social insurance policies
and benefits have been changed several times to help meet more of the financial
needs of various groups of insurance beneficiaries—without regard to their
contributions or the duration of their coverage in the system. Indeed, social
security has become something of a welfare program for 23 million citizens, all
of whom are subject to a means test through the earned-income limitations and
earnings test.

(38) Furthermore, the myth that benefits can only be wage related and that
beneficiaries must have been prior contributors to the system was exploded by the
Congress, itself, when it authorized general tax revenues to be used to pay
certain benefits and to match premium payments for Supplemental Medical
Insurance benefits. These changes were made in 1965 and the Social Security
system has peen improved thereby.

(4) Another alternative would be for states to pay the Social Security system
the amounts the aged, blind, the disabled now receive in welfare payments. These
sums could be added to their individual Social Security benefit checks and be
sent as a single combined amount to the needy persons. The advantages of this
proposal are simplification, a single benefit payment, and elimination of- dupli-
cation.

(5) Finally, a social insurance system that cannot provide benefits for over
9 million certified destitute men, women, and children in the world’s richest
society needs some overbhauling to bring it into line with United States 1968.

Surely the American people would support transfer of these unfortunate
citizens to the social insurance rolls as the soundest, most practical, and most
indicated start for an income maintenance, or guaranteed annual income, plan.
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THE COST: IF WE DO OR DON'T

Every day that we delay doing what we should be doing to stop or slow down
the spread of poverty, the financial and social costs accelerate.

There is no way of escaping what some day we must finally do: provide the
training, educational, and health services millions of adults and children need
to fit them to earn their own way in the most competitive, most complex way of
life in all history.

The cost: We are now spending some $70 billions annually for welfare, educa-
tion, and health programs that cannot do what needs to be done in the United
States in 1968 and the years ahead—prepare millions of people to fill millions of
job wvacancies. Recast welfare, education, and health services, a reasonable
health insurance program that will have us put aside the money we should to pay
for our medical care, and 4 massive job-training program by industry, business,
and labor, could raise the consumption levels of tens-of millions of Americans
and increase purchasing power billions of dollars annually. (In 1960, if Negro
expenditures for consumption had equaled those of the white population, the
added direct purchases by Negroes would have been nearly $7.5 billion, according
to Mr. L. W, Moore, president of the American Oil Company. Mr. Moore added:
“Because of multiplier effects . . . the total impact on the economy would have
been much greater than that. And, because of population growth, the figure
would also be larger today.”)

Hopefully, most of us still believe that every human being, even the most
bereft among us, should have the opportunity to try to live a meaningful existence.
After all, that’s what life is all about.

I1. THE STATE BOARD IN ACTION

Nineteen sixty-seven was the 100th anniversary of the New York State Board
of Social Welfare, the group of 15 citizens who set policies and standards for
the State’s social welfare system, one of the most extensive and highly developed
in the nation.

That system—involving public, volunitary, and proprietary facilities—includes
institutions and services for children; homes for the aged; programs for the
blind and other handicapped ; casework counseling for individuals and families;
hospitals, dispensaries, infirmaries, and nursing homes ; anti-poverty programs;
and the federal-state-local public welfare system, which provided for a monthly
average of 1.3 million men, women, and children, at a cost of $1.8 billion in 1967.

A lot of needy people and a lot of public funds. This problem of steadily
increasing welfare population and costs has been an urgent concern of the Board,
as it has been of many other citizens. And the Board, like other citizens, recog-
nized that public dependency was becoming not only a major problem in the
nation but a crisis, and required the attention and action of the private sec-
‘tor, not only the public. If millions of Americans were to be given an opportunity
to earn their own living in today’s economy and tomorrow’s, those who set the
work requirements and those best able to bring these millions into the mainstream
of American living—the leaders and builders of our economy—must help to
resolve or alleviate the great domestic problem of widespread poverty.

It was decided 'to observe the centennial of the Board, not in some con-
ventional, ritualistic way, but through an action program that would seek
realistic answers to the shake-up dimensions to which poverty and welfare had
spread inthe nation. It proposed to do this by presenting this tremendous
economic and sogial problem to those who are primarily responsible for building
and guiding our economy.

Commissioner George K. Wyman suggested that this be done through a unique
meelting at which leaders from business, industry, labor, the mass news media,
private charitable foundations, and government would assess the problem and
make recommendations for its solution.

Chairman Hugh R. Jones and the other members of the Board approved the
idea. Through a committee headed by George F. Berlinger, Vice Chairman
of the Board, David Bernstein, Theodore C. Jackson, and Mrs. Donald- E.
McConville, plans were made for the meeting, for the produciion of two films,
for publication of position papers, and for obtaining private philanthropic funds
to pay the costs of the event.
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Governor Nelson A. Rockefeller invited leaders of the economy to a Governor’s
Conference on Public Welfare at Arden House, Harriman, New York, Novem-
ber 2-3. Eighty-seven participated at the two-day sessions—after having studied
especially prepared papers on the basic elements of the problem by prominent
authorities—and offered many ideas and proposals. A summary of the recom-
mendations and suggestions made at this pioneering event—prepared by a
committee of participants headed by the Conference chairman, Joseph C. Wilson,
Chairman of the Board, Xerox Corporation—is included in this chapter.*

Another major development was that the Conference recommendations con-
stituted the agenda of an all-day session held by the Committee for Economic
Development in New York City on May 8. This organization of 200 distinguished
businessmen and educators seeks, through research and discussion, to contribute
to the maintenance of the United States economy and living standards at a
high level.

The Board followed through on its Arden House program by seeking grass roots
opinions on new approaches to public welfare through seven public meetings
held in the State. A report on these meetings is also included in this chapter.

Other actions by the Board included adoption of new, major policies and ap-
proaches, such as the following:

1. Recasting the whole appeals machinery for recipients and applicants of
public assistance by changing that set-up from a conciliation process to a full-
fledged administrative review to assure equitable treatment by more effective
development, presentation, and evaluation of the facts involved in each appeal,
and by permitting the appellant full access to those facts and the help of counsel,
or of any other representative designated by him, in the presentation of his case.

The appeals program includes, among other provisions, the right of applicants
and recipients to appeal to the State Department of Social Services from deci-
sions of local departments that the recipients or applicants believe are unfair.
Such situations include failure of a local department to act on an application
for assistance, failure to provide needed assistance, or unfair suspensions or dis-
continuance of assistance. In the case of appeals against decisions to suspend or
discontinue assistance, the Board shortened to 10 working days the time between
the request for a State hearing and the actual conduct of that hearing, to pro-
tect the applicant family or individual from hardship.

In addition, the Board extended to 170,000 home relief recipients and to all
future applicants for such aid the right to make such formal appeal. Heretofore,
the appeals process was available only to applicants or recipients-of federally-
aided public assistance: aid to families with dependent children, and assistance
to the aged, blind, or disabled.

2. Requiring that all basic materials on the operation of public welfare pro-
grams in the State—federal and State laws, Board rules, and Department regu-
lations bulletins, and other information on official policies—be made available at
all Department area offices throughout the State for the information of the public.

3. Endorsing the principle of State administration of social services, instead
of the present system of local administration under State supervision, because
State administration would further the interests of the welfare recipients and
the general public by assuring desirable uniform standards of assistance, opera-
tion, and management; by permitting the needed professional development of
welfare personnel; and by achieving some simplification by eliminating one
level of the present federal-state-local system. ’

4. Requesting the Legislature to make it clear that Medicaid recipients are
not exempt from assignment, income execution, and installment payment orders.
(Public assistance recipients are so exempt by federal and State legislation so
that their welfare grants are used for food, rent, and other necessities and are
not diverted to liguidation of old debts.)

In developing policies, the Board has conducted public hearings, conferred
with the State Administration, worked with members of the Legislature, held
meetings, with representatives of various citizen, health, welfare and other or-
ganizations, met with welfare recipients and their representatives, and otherwise
functioned—collectively and individually—as citizen, participant, guide, and
policy-maKker in the State’s social welfare system.

1 A detailed report on the Arden House sessions appears in the February 1968 issue of
Social Service Outlook, the Board and Department magazine.
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INSTEAD OF PUBLIC ASSISTANCE . . .?

A summary of major recommendations from a report of the steering com-
mittee appointed at the Governor’s Conference on Public Welfare, held at Arden
House, Harriman, N.Y., November 2-3, 1967. See page 14.

The replacement of the present system of public assistance covering nine mil-
lion people with an income maintenance system—possibly a negative income tax,
which would bring some 30 million Americans classified as “poor” up to the so-
called poverty line of $3,300 a year—has been proposed by a steering committee
of 12 named by Governor Rockefeller from among a group of nearly 100 leaders
of the economy to seek solutions to the nation’s welfare problems.

The steering committee—headed by Joseph C. Wilson. Chairman of the Xerox
Corporation, who also chaired the Arden House Conference—urged sweeping
reforms in the welfare system but said it found the present system so bad that
it doubted any “tinkering” would evolve a satisfactory program.

Indictment of the present system was unanimous, as was the major recom-
mendation for an income maintenance system and another recommendation that
government, as a long-range goal, should pursue policies and actions leading to
productive employment for all who can work.

The steering committee was named by Governor Rockefeller last November
following a two-day meeting at Arden House called ta help plan new approaches
to public welfare in the United States. Almost 100 leaders from industry, labor,
philanthropy, commumcatlons, and government from 14 states and 12 cities
within the State participated in the Conference, which commemorated the 100th
anniversary of the New York State Board of Social Welfare.

The committee’s report was made to all members of the Arden House group
at a Public Policy Forum of the Committee for Economic Development held in
New York City on May 8. That meeting was attended by the Arden House con-
ferees and approximately 250 CED trustees from various parts of the country.

Among the highlights of the Committee’s report were:

(1) The present system of public assistance does not work well. It covers only
9 million of the 30 million Americans living in poverty. It is demeaning, in-
efficient, inadequate, and has so many disincentives built into it that it encour-
ages continued dependency.

(2) It should be replaced with an income maintenance system, possibly a
negative income tax, which would bring all 30 million Americans up to at least
the official federal poverty line. Such a system should contain strong incentives
to work, try to contain regional cost of living differentials, and be administered
by the Internal Revenue Service to provide greater administrative efficiency and
effectiveness that now exists.

(3) A system of uniform national standards for public welfare should be
established to provide a federal floor below which no state would be permitted
to fall and no person would be expected to live.

(4) Much more effective and intensive family planning information should
be made available to all families on public assistance.

(5) A systems approach to poverty and public welfare is worth exploring
to see if it might yield some data or show some relationships which are not known.

(6) Solid research is virtually unknown in public welfare. Less than one-
tenth of 1 percent of welfare funds are spent for that purpose. Rarely has so
costly a program operated with so little knowledge. More research is urged in
all aspects of the public assistance and other public welfare programs.

(7) Until a new system of income maintenance, after thorough study, is
adopted. the present welfare system needs drastic and immediate reform.

Among the major changes urged are:

(a) The aged, blind, -and disabled, who constitute two-thirds of the public
assistance cases, should be transferred to Social Security.

(b) The “man in the house” rule, still in effect in 28 states and the Dis-
trict of Columbia, should be abolished because it destroys family stability.
encourages deceit and deception, and costs more money to enforce than it is
worth,

(¢) Incentives to work should be liberalized, and all possible steps in-
cluding “transition” allowances, should be taken to encourage the move
from welfare to work.
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(d) A large expansion of day-care facilities is vital to enable welfare
mothers with preschool-age children to work, if they can. These programs
should be educational as well as custodial.
(e) An affidavit system to determine eligibility, with spot checks similar
to those used by the Internal Revenue Service, should replace the costly,
demeaning, and inefficient investigations now used almost universally. This
would free scarce staff to try to keep people off the assistance rolls, instead of
making certain they stay on.
(8) Staff turnover in public welfare departments averages close to 30 per-
cent a year, with some states in excess of 40 percent. This is evidence of crippling
inefficiency. Of the 110,000 people employed in the field, less than 2,000 have a
degree in social work or the equivalent. This professional group also has a job
turnover in excess of 20 percent a year. With this condition, there can be little
effective casework or continuity between client and staff.
(9) Improved health, education, and housing are vital if the cycle of de-
pendency is to be broken. Unless welfare recipients, and particularly the young-
sters, are given the strengths, capabilities, and resources to break that cycle,
future generations will bear the high social and economic costs of this discrimina.
tion. Failure to act continues a trend toward polarization of the country into
white and non-white communities—a type of apartheid by default.
(10) Jobs and training for jobs are vital parts of any effort to reduce de-
pendency on welfare. While the private sector can do much, and is now making
a considerable effort to provide jobs and training opportunities, government, as
a long-range goal, should pursue policies and actions leading to productive em-
ployment for all who can work.
(11) The lack of legislative action on various proposals for needed reform
costs taxpayers huge sums, and prevents effective change.
(12) Unless our country, including our northern cities, solves the problems of
the slum areas, the nation stands in danger of being torn apart.
(13) The Committee does not expect that its recommendations can be carried
out without further analyses, studies, public awareness, experimentation, and
demonstration, but it urges that these not be used as excuses for inaction and
that steps be taken as quickly as possible to implement these suggestions.
In a foreword to the report, Mr. Wilson said :
“We are terminating our activities at this time humbled by the magnitude of
the task but wiser as a result of our participation. As a group, we are com-
mitted to the idea that the facts and figures as we have come to know them be
made available to all Americans.
“We know that both our personal and social responsibilities have only just
begun. Armed with appropriate knowledge, we are convinced that the American
public will join in the effort required to close the poverty gap of their 30 million
fellow Americans.” ’
Members of the steering committee were :
Joseph C. Wilson (Committee Chairman), Chairman of the Board, Xerox
Corporation

Joseph C. Block, Chairman of the Executive Committee Inland Steel
Company

John A, Coleman, Senior Partner Adler, Coleman & Co. (N.Y. Stock
Exchange)

Gilbert W, Fitzhugh, Chairman of the Board Metropolitan Life Insurance
Co.

Philip M. Klutznick, Managing Partner, KL.C Venture, Limited

Gustave L. Levy, Chairman of the Board of Governors, New York Stock
Exchange

Baldwin Maull, Chairman of the Board, Marine Midland Corporation

Arjay Miller, Vice-Chairman of the Board, Ford Motor Company

Alfred C. Neal, President, Committee for Economic Development

A. L. Nickerson, Chairman of the Board and Chief Executive Officer, Mobil

Oil Corporation .

Harvey C. Russell, Vice President, Community Affairs, Pepsico, Inc.

Samuel J. Silberman, Chairman of the Board, Consolidated Cigar Corpora-

tion

Victor Weingarten, of New York, who was director of the Governor’s Confer-
ence on Public Welfare, also headed the staff which worked with its steering
committee. .
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MARING PUBLIC WELFARE PoLicY

A SUMMARY OF OPINIONS FROM SEVEN GRASS ROOTS MEETINGS ON PUBLIC WELFARE
PROBLEMS

Scores of suggestions for improving the public welfare system were made at
seven regional conferences sponsored by the New York State Board of Social
Welfare throughout New York State during February and March.

The conferences, held as part of the Board’s 100th Anniversary, were follow-ups
to the Arden House Conference at which representatives of industry, labor,
rhilanthropy and mass media discussed possible new approaches to the welfare
problem. Two hundred thirty-nine persons appeared at the meetings, which
were held in Long Island, New York City, Albany, Binghamton, Syracuse, Buf-
falo and Rochester.

Speakers included public officials, attorneys, physicians, representatives of
religious, civic, health and welfare organizations, chambers of commerce, tax-
payers associations, farm bureaus, business and labor, and welfare recipients.

Almost without exception, all speakers criticised various portions of the
present welfare program, but with the exception of three speakers from one
rural upstate community, no speaker advocated regressive or punitive measures.
All urged various reforms to liberalize the system, make it less demeaning
and more effective and constructive. In virtually every community, there was
sharp agreement on the following:

(1) A vast expansion of day care facilities for preschool-age children to
enable mothers now receiving public assistance to return to work.

A survey of welfare mothers in New York City, which revealed that 70 per-
cent wanted to work, was borne out by testimony throughout the State.

(2) Deplorable housing was cited in every community as a pressing problem.
In New York City alone, it was disclosed, the public welfare department pays
almost $200 million annually in rents for generally sub-standard housing. Experi-
mentation with welfare department-sponsored housing was urged in some
communities.

(3) Lack of transportation in many parts of the State makes it difficult for
welfare recipients to obtain work. Testimony showed that jobs are available,
but there is almost no transportation to help a slum resident get to the job.

Lack of. transportation also made it difficult for welfare recipients to shop
at supermarkets and to get adequate medical care in many instances.

(4) Abolition of the system of mandatory verification and substitution of
an affidavit to determine welfare availability were recommended in every region.

Not only would these measures save money, but they would enable scarce staff
to spend its time helping people get off the welfare rolls instead of making
certain they stay on, testimony disclosed.

In New York City, where an affidavit system has been used for two pilot areas,
preliminary results show the system works as effectively as the mandatory
investigation.

(5) Better job training and employment programs geared to existing jobs
were cited as high priorities.

(6) More effective and intensive family planning information was widely
recommended. One novel suggestion was that married women of child-bearing
age whose incomes are below the poverty level receive $500 bonuses for each year
they do not have a child. Such payment, the speaker said, would cost less than
the cost of having a child on public welfare.

(7) Some critics of the system said the public assistance program had “too
little cash and too much control.” A caseworker told the Board that “the tradi-
tional, accepted way for a widow with children to rehabilitate herself is to
remarry, but if she has a man over for dinner, she risks both social and legal
embarrassment under the current welfare system.”

One proposal was that in the event a welfare recipient with children remarries,
her new husband not be required to provide funds for the care of children by
a previous marriage. It was testified that this would help restore a large measure
of stability to many fatherless homes.

(8) Abolition of the present welfare system and substitution of an income
maintenance progriih was recommended by many speakers. Some favor a form
of universal children’s allowance ; others a negative income tax; some said either
would be preferable to the current program.
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Detailed proposals for both forms of income maintenance were many. One
suggestion was that a children’s allowance of $50 a month be paid universally
only for preschool-age children.

A second was that an annual stipend of $500 be paid for the first child until
he reaches 18 years of age and that payments for the support of succeeding
children should decline with each additional child, but a minimum of $200 per
child should be established.

There were almost as many specific proposals 'as there were economists
testifying.

A Syracuse University economist testified the nation now has two kinds of
welfare, one of which is acceptable, the other the object of scorn. The middle
class, he said, gets public assistance in the form of unemployment insurance,
workmen’s compensation, and tax deductions for mortgage loan costs and for
taxes on real property. These ‘“hidden welfare measures” for the middle and
upper classes are dignified and politically untouchable, while welfare for the
poor is exposed and humiliating. “This dual welfare system is unjust and must
be corrected,” he said.

(9) Utilization of more welfare clients as case aides in welfare departments
was urged in some of the regions. New York City Commissioner of Social Services,
Jack R. Goldberg, testified that 1,200 such aides were now employed by his depart-
ment ; that they were working well; and that most had been unemployed for five
or more years before being given these new jobs.

(10) Despite open invitations by State Board Chairman Hugh R. Jones for
“irate taxpayers” to come forward, none appeared. Three individuals from rural
upstate testified they felt the names of recipients in their counties should be made
public, and one suggested that a farmer who was receiving supplemental assist-
ance, as well as an allowance for fuel oil, should be made to cut his own firewood
so that the oil allowance could be discontinued.

That was the extent of the “punitive” approach heard by the Board.

(11) Representatives of several chambers of commerce and counsel for the
New York State Taxpayers Association all offered constructive suggestions for
the improvement of welfare programs and administration.

Many speakers urged a total overhaul of the welfare system, with the Federal
Government taking responsibility for providing the funds under some form of
income maintenance and the State and local governments assuming the major
responsibility for the social services that would be required under any federal
system. :

(12): Elimination of the various categories of public assistance was seen as a
source of saving.

(13) Welfare recipients were frequently eloquent in their testimony which
dealt with the minutiae of life on slim budgets. Several urged that personal al-
lowances be paid to ease the transition from welfare to work. They pointed out
that welfare subsistence was, at best, meager, and generally has with it a back-
log of deprivation. Once a person is employed, the need for modest funds to
“catch up” with that backlog is normally beyond the salary earned. A “transition
allowance” which would continue welfare payments at some reduced scale for
three to six months would not only help ease the shift but encourage many more
people to try to obtain employment, they said.

Testimony was given that a sampling of persons living in poverty in various
parts of the country showed :

‘“The poverty population is (a) highly motivated to work their way out of
poverty, (b) shares conventional middle class standards, (c¢) wants self-help
assistance to enable them to get out of poverty more than they want generalized
services aimed at making their existing situation more bearable, (d) are more
desirous of improving their neighborhoods than moving out of them, and, above
all, (e) are deeply concerned about their children’s education.”

Other witnesses testified that the State should assume more of the cost of
welfare and that no city be required to pay more than 25 percent of the total eost.
At present, some localities, like New York City are saddled with a larger share
of welfare costs than local officials believe is fair. One public welfare ad-
ministrator said that salaries for welfare workers must be made more at-
tractive if the turnover is to be reduced. In her community, she said, the an-
nual staff turnover is close to 40 percent. She.estin.lated 1t cost almost $5,000 to
train a caseworker and that this price was even more costly to the welfare
recipient because there was not sufficient continuity of services.

Many welfare recipients complained about the high staff turnover, point-
ing out that before they had an opportunity to establish a relationship with
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one worker, they had to build a relationship with a new one. Several complained
about the attitude of caseworkers assigned to them, alleging that many have
rigid middle class standards and treat them with scorn and disdain.

There was testimony that if more welfare recipients could be trained as case
aides, it would help establish a closer rapport with the clients served.

Speakers in several communities suggested that educational criteria for case-
workers be reviewed and that the college degree requirement be dropped for
many categories where a degree is not essential for the competent performance
of the job.

A sharp attack on the provisions of the new federal welfare law which freezes
the rolls at their present level was made by several witnesses, who also said
they were opposed to forcing welfare recipients to take jobs that are dead-end,
manual, poorly paid, and provide no opportunities for advancement.

The role of the government as an employer of last resort was supported by
speakers at virtually every conference. Other speakers testified that even though
the new federal welfare legislation granted a 13 percent increase in social security
benefits to the aged, welfare recipients under the old age and survivors insurance
program did not receive any actual cash benefits from that increase because
the additional amount was deducted from their welfare checks. Such action
condemns the aged welfare recipient to a substandard existence without any
hope of raising his level of living, it was testified.

It was obvious that the impact of the Arden House conference was felt in
many communities, and that the caliber of its industrial leadership had telling
effect among individuals and organizations who would normally be expected to
oppose reform.

The changed and more enlightened attitude toward the program was indi-
cated in an editorial in the Rochester, N.Y. Democrat and Chronicle, following
the Board meeting in that city. After citing some of the festimony, the editorial
said :

“These samples help to show that what we glibly brand as ‘welfare’ worries
are really the aches and pains of society itself. A redrafted welfare act, simplify-
ing procedures with a positive accent, would help, but no legal rhetoric can ever
relieve a community of involving itself in the problems of the needy any more
than an affluent citizen can wash his hands of the matter.”

In New York City, where two days were devoted to hearing testimony, City
Council President Frank D. O’Connor proposed that a federal-state urban ‘“home-
stead” program be established to subsidize the purchase of homes and apart-
ments by the poor. Such subsidized home ownership, he said, would:

“Give the poor a secure family base many of them do not now have.

“Make more constructive use of welfare and rent supplement money that
now goes ‘down rat holes’ as rent for substandard apartments.

“Encourage the poor to keep their homes in good repair.”

Mr. O’Connor also said :

“The security of the middle class in their homes and environment has much
to do with their children’s achievement in school and work. And that, after all,
is what we all want: to save the dropout and get him on the employed rolls.”

He said welfare payments and guaranteed family incomes “are eventually
meaningless unless they lead to ownership of a patch of land or a piece of real
estate, however small or circumscribed.”

The “save people, not money”’ theme which dominated the Arden House con-
ference, also dominated the Board’s regional meetings.

II1. MEDICAID

One of the oldest welfare programs in the world is the care of the sick. In the
United States, ever since colonial times, medical care has been available to
individuals who need it but cannot afford to pay for it through voluntary and pub-
lic institutions. Such care has been made available in New York State through
public welfare, probably because sickness is the greatest single cause of public
welfare expenditures. In New York State, and elsewhere, the sick, the disabled,
the blind, and the aged comprise one-fifth of the public assistance caseload but
account for two-fifths of such costs. .

Consequently the Medicaid program authorized in New York State on April
30, 1966, gave great promise of providing preventive and treatment services for
families and individuals that would check and eventually reverse this tremendous
social and financial toll.
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The first year of Medicaid indicated this exciting possibility.! Also, a study
indicated that this needed care was being given to non-welfare recipients in
households whose average gross weekly income was $61. Almost two-thirds
of these households had no private health insurance, and over nine-tenths did
not have sufficient income to pay any part of the cost of Medicaid services, in-
cluding the deductible amount for families and persons with modest incomes.

But the Federal Government cut back on its commitment for reimbursement.
That cutback meant, to take a medically indigent family of four as an example,
that the Federal Government—effective July 1, 1968—would not share in Medi-
caid expenditures, however necessary they might be for such a family, if its
gross income exceeded by 50 percent the welfare standard for the same size
family. It went further. It reduced the percentage to 40 percent by January
1, 1969, and to 33% percent by January 1, 1970.

In many states that restrictive policy will eliminate federal help for needed med-
ical care for hundreds of thousands of the lowest-income, poverty-level families
and individuals in the nation. In New York State it means denial of federal funds
for the needed medical care of thousands of families and individuals who are truly
medically indigent. It also means shifting to the State and its localities an im-
possible share of the financial burden of the Medicaid program. And it means a
much more limited scope of medical care.

Governor Rockefeller appointed a committee to make an immediate, emer-
gency study of the problem and to make recommendations as to the best way
of coping with the new federal legislation. The committee was composed of
Commissioner Wyman; State Health Commissioner Hollis S. Ingraham, and
Commissioner John J. Burns of the Office for Local Government. The manage-
ment consulting firm of Peat, Marwick & Company was retained to assist the
committee.

In its report to the Governor in January 1968, the committee said :

(1) Medicaid had proved to be a valuable mechanism for protecting the health
of a large number of citizens.

(2) The program would nevertheless have to be curtailed to avoid intolerable
increases in State and local expenditures.

(3) The first line of defense for the protection of the public’s health should be
4 program of universal health insurance. Medicaid, its scope greatly diminished
thereby, should be retained as the second line of defense to protect those who
are medically needed and those whose health insurance benefits have run out.

Governor Rockefeller concluded: “In view of the already heavy burden on
our local governments and State Government, it is impossible to absorb this
added expense. . . . Consequently, we are simply going to have to revamp our
Medicaid program to reduce its cost.” The Governor also said he planned to
present “a universal health insurance program that would dovetail with Medic-
aid to provide New York’s citizens witth the Medical care they need under the
strongest, soundest financial terms.”

The Govenor recommended revisions in the Medicaid program, but the Legis-
lature went beyond his proposals and reduced the dimensions of the program
drastically. However, subsequent amendments were made, and today the legis-
lative framework for New York State’s Medicaid program is as follows:

A. Financiel Eligibility Requirements

1. All recipients of cash assistance and children in foster care continue to be
eligible for all medical care and services.

2. The allowable income and resources levels have been changed as follows,
for the medical assistance only applicants.

a. Income: Annual net income (number of family members in a household
and family members for whom they are legally responsible or have assumed
responsibility) —One, $2,300; two, $3,300; three, $4,200; four, $5,300; five,
$6,000; six, $6,800; and seven, $7,600.

Such income exemptions shall be increased by six hundred dollars for each
member of a family household in excess of seven.

b. Resources: The first $1,000 of savings, including cash value of life
insurance, is exempt as a burial fund. This $1,000 exemption applies to each
member of a family. Additional savings equal to one-half of the annual net
income exemption are also allowed. Any savings in excess of this amount
will have to be used for medical expenses. The face value of life insurance is
no longer a factor in determining eligibility for Medicaid.

1 See Medicaid: Year in Review, published by the Department.
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B. Eligibility Requirements other than Financial

1. Single persons and childless couples 21 through 64 who are neither blind
nor disabled will generally be excluded from eligibility for any medical care and
services. However, medical assistance will be available to such persons under a
catastrophic illness provision. This provision authorizes medical assistance to
otherwise :ineligible persons in the event of a catastrophic illness. Care under this
provision is limited to care and services in a medical institution. In such cases,
payment by the social services district, shall be limited to the cost of hospital
care and services in excess of the lesser of either:

a. Twenty-five percent of the recipient’s annual net income or

b. The amount by which the recipient’s net income exceeds the applicable
public assistance standard—e.g. $1,600 for single persons and $2,300 for
couples.

Once having qualified under the catastrophic illness provision, the recipient
and his spouse, if any, shall be eligible for assistance in respect to the total cost
of hospital care and services for the period of 12 months.

The resource exceptions applicable to other eligible persons shall also apply
to this group.

If, in determining the rec1p1ent’s eligibility under the catastrophic illness
prowsion, the amount of his income above the public assistance levels is utilized,
the recipient will be eligible for all medical care and serviees.

2. Persons who meet the financial eligibility Dtandud and who are either:

a. under 21 or 65 years of age an over, or -

b. the spouse of a recipient of public assi y ox.

c. for reasons other than income and rés g ehgible for Aid to the
Blind, Aid to the Disabled or Aid to Dependent Ghildmn are etigible for all
medical care and services.

It is estimated that this revised Medieaid progr&m Would reduce potentxal
eligible beneficiaries by 2.2 million and actual beneﬂeianes by 1 million in the
next fiscal year.

PN

A HEALTH SECURITY PBOGBAM ...
P

A comprehensive plan to meet the health needs of the feople of New York State
was presented by Governor Rockefeller in March 1968. Its major objectives are:
(1) To assure basic hospital benefits to 15.7 million New Yorkers, virtually
the entire population under 65 years of age. The cost to both employees and
employers would be limited and the State, in approprlate cases, would contribute
to meeting the expenses exceeding these limits. .

(2) To establish an effective hospital cost control system.

The basic health benefits would include 120 days of semi-private in-hospital
care and ancillary hospital services; 100 days of home care; hospital outpatient
diagnostic services; and hospital outpatient care for accidental injury or emer-
gency illness.

Each employee’s contribution to the health insurance system would amount
to two percent of his wages or one-half the actual cost of providing the cover-
age, whichever figure is the lower.

The hospital cost control system would be based on such measures as State
approval of rates to be paid by all government agencies and health insurers,
incentives for efficient management, and the establishment of a statewide, uni-
form cost accounting and cost-finding system.

The plan also provide for establishment of a Health Benefits Commission,
in the Department of Health, consisting of the Commissioner of Health, the
Superintendent of Insurance, the Commissioners of Social Services and Mental
Hygiene, and five public members appointed by the Governor, to administer the
program.

IV. ABouT PEOPLE . . .

In 1967 the public social service system in the State gave needed care and
service to a monthly average of 1.3 million men women, and children. The
recipients were about equally divided between children and adults.

CHILDREN

Here is a brief statement about the children who were helped and how:*
Public assistance.—588,000 received financial assistance because of the death,
desertion, disability, unemployment, or inadequate earnings of a parent.

1 Pigures represent approximate monthly averages, except where otherwise indicated.
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Foster care.—48,000 were cared for in institutions or in foster family homes
because they were without parents or relatives able to take care of them in
homes of their own. (Over 2,000 were adopted in 1967.)

Training schools.—2,100 juvenile delinquents and boys and girls with special
problems were in the State’s training schools and training centers, and 3,700
others, released from these facilities, were under supervision of community-
based parole and casework units.

Medicaid.—170,000 children were given health care each month.

Blind services.—More than 500 blind children were helped in 1967 through
Commission for the Blind and Visually Handicapped services given to their
parents and to agencies to assist the parents in understanding and planning
for blind youngsters.

Other Help.—Thousands of other children were aided through services to
unwed mothers; advice and guidance to parents on child-rearing problems; home-
maker and day-care services; and efforts to prevent child abuse.

ADULTS

This is a listing of the adults who were helped and how : 2

The aged—70,000 were given old-age assistance because of financial need.
3,500 other needy aged were cared for in public homes and infirmaries.

The disabled.—37,000 got assistance because they were totally and permanently
disabled and unable to support themselves. An additional 65,000 disabled persons
were aided in 1967 through the Department’s adjudication of their claims for
social security benefits—a service the Department performs for the Federal
Government.

The blind.—3,100 needy blind persons received assistance to the blind. An
additional 11,000 blind adults, not on public assistance, received services during
the course of the year from the Commission for the Blind and Visually Handi-
capped, including home-teaching, vocational rehabilitation, and other needed
help.

The sick.—290,000 men and women got medical care under Medicaid. In addi-
tion, 27,000 persons 65 years of age and over received care in State mental
hospitals through Medicaid, and another 1,500 released mental hygiene patients,
in boarding homes, received needed public assistance.

Other adults.—288,000 adults (in addition to the aged, disabled, and blind)
obtained public assistance or care because of finaneial need. Included were more
than 196,000 on the aid to dependent children rolls, the great majority of whom
were mothers taking care of children. 91,000 other needy adults were on home
relief because they were jobless, unemployable, or working full-time (some two
jobs), but their income was not sufficient to support their families. 1,100 other
adults, mostly men, were in municipal shelters for the homeless.

V. ABoUT PROGRAMS . . .

Space limitations and general reader interest preclude definitive reporting of
the many developments, changes, trends, and actions in a field of public service
involving three levels of government, scores of programs and services, a con-
stantly changing population of 1.3 million welfare and Medicaid recipients, the
yearly expenditure of $1.9 billion, and tens of millions of administrative actions
annually.

Some representative developments, however, are recorded in this section to
give the reader some idea of the kinds of activity, experimenting, progress, and
trends in 1967.

Work Incentives.—An experimental project designed to reduce the number of
unemployed adults on welfare was started in New York City. It permits parents
on the aid to dependent children rolls to keep the first $85 they earn each month,
plus 30 percent over that $85—without having their welfare grants reduced pro-
portionately—until they become self-supporting.

Welfare Grants Increased.—Rising living costs necessitated an increase in
welfare grants. The increase averaged $7.65 monthly for a family of four con-
sisting of a father, mother, a boy of 13 and girl of 8. (The total monthly grant
for food, clothing, personal incidentals, utilities and household and school sup-
plies is $182.00. Rent and heat are not included in this total because these items
vary too much from locality to locality to be included in the example.)

2 Figures represent approximate monthly averages, except where otherwise indicated.
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Food Stamps.—This program, which makes it possible for welfare and other
low-income families to obtain more food for their money, was extended to Cat-
taraugus, Clinton, Niagara, Wayne, and Wyoming Counties and the City of
Jamestown, Erie County has been in the program since 1966, and Schoharie
County will be added in July 1968.

Welfare Appeals.—A sharp rise occurred in the number of appeals welfare
recipients and applicants have made to the State Department of Social Services
from decisions of local departments. From a total of 650 in 1966 the number in-
creased to more than 4,200 in 1967, approximately 3,300 of which originated in
New York City, where organized welfare recipient groups have been campaign-
ing for better welfare grants and services.

Simplifying Welfare—A demonstration project in New York City is testing the
feasibility of determining eligibility for public assistance on the basis of an affi-
davit or declaration form, somewhat similar to an income tax form in that it
lists the income and other resources of the applicant, if any. Full-scale investiga-
tion would be made of one of every 20 accepted applications, instead of every
application, which is the current practice.

Improving Welfare Administration.—Representative efforts to increase effi-
ciency in welfare operations include:

A project being carried out with the State Division of the Budget to have local
services departments develop annual work plans which the State can use as a
guide in supervision and evaluation of operations.

Installation of data processing systems in Rockland and Sullivan Counties as
a pilot project to determine whether such equipment can be used productively
in 40 other local departments.

Development of a uniform billing system which will enable all providers of
medical services—hospitals, physicians, dentists, and others—to use the same
billing procedure. Heretofore many of the 64 local departments had their own
procedures, and providers of medical services had to use several different meth-
ods and different forms, in billing for their services, depending upon where the
patients lived.

Indoctrination of new welfare employees has been expedited and improved
through the use of six films and videotapes. Entitled “Human Factors and
Social Services,” these training materials are being used in social services
departments and on closed-circuit educational TV.

Rehabilitating Delinquent Children.—A new approach to helping delinquent
children through out-of-institution care was started in 1967. Responsibility for
parole services was transferred from the State training schools. where they had
constituted a supplementary function, to two major Community Services Bureaus,
which concentrate on parole as one of their major functions. One of the bureaus
serves New York City and nine nearby counties, while the other covers the
remaining counties.

Among the measures taken to provide a more comprehensive program of com-
munity-based services under the supervision of the bureaus are:

(1) Expansion of direct care resources. including group residences (14 to 20
children), group homes (seven to ten children), and boarding homes (one to six
children) ;

(2) Extension of casework units into large urban counties ; and

(3) Decentralization of casework units in New York City into neighborhood
locations.

As part of the change-over, the Division of Children’s Services will operate
three New York City facilities formerly operated by the State Division for Youth:
two group homes and a START (Short Term Adolescent Resident Training)
center for girls.

More Help for the Blind—The Commission for the Blind and Visually Handi-
capped sponsored the college enrollment of 262 blind students. who received
assistance ranging from the use of tape recorders to payment of tuition ; made
special efforts to get employment for blind social workers and vocational rehabili-
tation counselors ; expanded vocational opportunities for the blind through estab-
lishment of vending stands at rehabilitation centers of the Narcotics Addiction
Control Commission ;: and worked with the State Education Department in plan-
ning vision-screening programs for preschool children in the State. -

Locating Deserting Parents—The Bureau of Registry and Location of Desert-
ing Parents got information or the whereabouts of more than 9,000 deserting
parents, and in 3,600 additional cases it turned up other information that was
useful in effecting parental financial responsibility for the care of children.
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Emergency Welfare Service—The Bureau of Emergency Welfare Service
trained more than 100 persons as welfare managers for local civil defense orga-
nizations; surveyed the Department’s institutions to determine their capability
to protect the resident population and staff from radioactive fallout and made
recommendions for necessary changes.

Fund-Raeising.—The Department is studying a new trend in raising funds for
charitable organizations: the increasing use, by charity groups, of commercial or
profit-making organizations, such as recreation centers, sports arenas, television
stations, and so forth. These commercial organizations receive a substantial
amount of the funds raised, as payment for the use of their facilities and staffs,
thus sharply increasing fund-raising eosts and proportionately reducing the funds
that go to charity. The public is unaware of these charitable-commercial con-
tractual arrangements, and believes the commercial organizations are donating
their faclities and services to the charities involved.

4 New Nome.—Legislation has changed the name of the State Department of
Social Welfare to the State Department of Social Services. Corresponding
changes were made in the names of the local departments. The name of the State
Board of Social Welfare remains unchanged because it is fixed by the State Con-
stitution and was not affected by the Legislature’s action.

Film on Adoption.—To stimulate public interest in this subject, the Depart-
ment produced a film entitled “A Bridge to Adoption.” It has been made available
without charge to organizations throughout the State, and is also being offered
to television broadcasters.

VI. No ONE CaN StopP IT—ExceEpT Us

More than 9 million men, women, and children are on the Nation’s welfare rolls
today. In the opinion of experienced welfare administrators, the number of other
impoverished citizens who could qualify for welfare, if they applied for it, range
as high as -another 9 million. This may or may not be true, in whole or in part.
But it is a well-known fact that many Americans, especially the aged, are re-
luctant to ask for help—public welfare especially—even though their personal
situations may be desperate.

But the welfare population and its costs are increasing. One reason is that
poverty groups have been organizing the poor and encouraging the legally
qualified among them to apply for welfare. And these organizations have been
fighting for better assistance standards. Another reason for rising rolls and costs
is that skyrocketing hospital and medical fee schedules are putting health care
out of reach of millions of people in the United Staites, especially the low-income
groups who are not covered by hospital and medical insurance or whose coverage
is all-but a fiction in the grim reality of today’s hospital costs and medical fees—
and is becoming more and more of a fiction, month by month, all across the
country. . . .

Rising health costs have forced an increasing number of individuals and
families, many for the first time in their lives, to apply to a public welfare depart-
ment for help—help to meet hospital and medical bills that are beyond their
ability to pay. And many of these Medicaid applicants and recipients—most of
them in the lowest income groups—are learning that they are eligible for partial
or total welfare assistance as well, are applying for that assistance, and are
getting it. Thus, sickness and disability, the greatest single cause of welfare costs.
will contribute substantially -to the acceleration of welfare caseloads and
expenditures. '

Another factor is the low public--assistance grant—in many states as low
as a few pennies a day per person for food, rent, clothing, and other neces-
sities of life. It is from this government-sponsored economic and social under-
world that annually come the hundreds of thousands of hunger-driven, sick,
undereducated, and underskilled immigrants who crowd our cities looking for
so_m.ething better—and adding to America’s hard core health-welfare-education
crisis.

Unless we check and reverse all this, our welfare-Medicaid population will rise
from 9 million to 16 million in the next five years, and costs will jump from $9
billion to $18 billion (this has been the rate of increase from 1962 to 1967).

No one can stop it—except us, the people of the United States.
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APPENDIX A

THE STATE BOARD OF SOCIAL WELFARE

Hugh R. Jones,! Chairman___________________________________ Utica.
George F. Berlinger, Vice Chairman__________________________. New York.
Mrs. Omar AdamsS e, Niagara Falls.
David Bernstein__________________ . Binghamton.
Dr. John M. Galbraith______ __________ . __. 0ld Westbury.
John P. Hale __ _____________ . e Bronx.
Dorothy I. Height___ . ______________ New York.
Mrs. Alexander E. Holstein, Jro____ - -- Syracuse.
Dr. Arthur G. Hopkins ®_ ___ __ _______ el Brooklyn.
Theodore C. Jackson.________________________ - ~~-- Jamaica.
Edward J. Johannes, Jr___________ ___ ____ . Buffalo.
Richard G. Kimmerer® _._______ . ___ e Albany.
Frederick A. Klingenstein.______________ e Rye.
Jose Lopez___ e Flushing.
Mrs. Donald E. McConville * e Rochester.
Dr. Leslie Hughes Tisdall®. ________________ . Brooklyn.
1 Reappointed February 15, 19868.
2 Resigned November 21, 1967.
3 Resigned March 9, 1967.
+ Reappointed February 15, 1968.
& Appointed February 15, 1968. X
APPENDIX B
THE DEPARTMENT OF SOCIAL SERVICES
George K. Wyman e Commissioner
George W. Chesbro_____________ o o __ Fu‘st Deputy Commissioner
Clifford P. Talleott__ Deputy Commissioner,
Division of Welfare Administration
Felix Infausto_________________ . __ L ___ Counsel and Board Secretary
Joseph H. Louchheim__________________ _______________ Deputy Commissioner,
Division for New York City Affairs
C. Carlyle Nuckols, Jr, MD___________________________ Deputy Commissioner,
Division of Medical Services
Robert Shulman______ o . Deputy Commissioner,
Division of Children’s Services
James J. Sullivan____________________ Deputy Commissioner for Board Affairs

Eleanor Walsh_________ - _ Deputy Commissioner,

Division of Family Services

ApPENDIX C

AWARD WINNERS

The New York State Board of Social Welfare was cited by the New York State
Welfare Conference ‘“for its historic contribution to our social welfare structure.”

Chairman Hugh R. Jones was given a Conference award “for his outstanding
citizen leadership to social welfare in the State and Nation.” .

Commissioner George K. Wyman received the Blanche Ittleson Award for spe-
cial services in the fields of social work and social welfare in recognition of his
“leadership in social action and championship of concepts of social welfare philos-
ophy and practice, which has produced better service in meeting new and chang—
ing conditions in the State of New York.



APPENDIX 4
THE FAMILY ALLOWANCE
By MARTIN SCHNITZER, Professor of Finance, Virginia Polytechnic Institute

In the United States many persons and groups of diverse political persuasions
advocate some form of a guaranteed income as a device to eliminate poverty.
Most proponents of an income guarantee visualize the use of an income transfer
through the existing tax system in the form of a negative income tax. A minority
favors the use of a family allowance in which transfer payments are made on
the basis of the number of children in a family. Precedenee exists for the use of
the family allowance because all major industrial countries use it; this fact,
however, does not mean that the United States should rush to adopt it.

In this prepared statement, the family allowance systems of five countries—
Canada, Denmark, France, Great Britain, and Sweden—will be compared. It is
appropriate that these countries should be used, for all are advanced and modern
industrial countries. Canada and Sweden are second and third among countries
in the world in terms of per capita income.

Family allowances are regular cash payments to families with children, and
are usually financed by a tax on employers or out of general government reve-
nues. The amount of the family allowance is either the same for all children,
or it increases progressively with the number of children in the family. In
some countries the family allowance varies with age. Generally, there is a cut-off
point for eligible children, which ranges between 14 and 18 years; however, this
cut-off point may be extended for children who are in school. The allowance
is available to all families regardless of income; however, it may or may not,
depending on the country, be subject to the personal income tax.

THE CANADIAN FAMILY ALLOWANCE

The Canadian family allowance was introduced in 1944. There were several
reasons for its adoption which were as follows :

1. The Marsh Report, which was the Canadian counterpart to the Beveridge
Report of Great Britain, appeared in 1943. In this report, a proposal for a family
allowance was presented. The Beveridge Report had recommended the adoption
of a system of family allowances as part of a postwar social security system
for Great Britain. The Marsh Report visualized the same purpose for family
allowances in Canada.

2. There was concern in Canada over the problem of maintaining full employ-
ment after the end of the Second World War. It was felt that the family allow-
ance would stimulate aggregate demand—the Keynesian influence on Canadian
economic thought was strong-—since it would redistribute income to families
in the lower income brackets where the marginal propensity to consume is the
highest.

The current Canadian family allowance is paid to every child under 16. The
allowance is $6 a month for each child under 10 and $8 a month for each child
between the ages of 10 and 16. There is also a youth allowance which was re-
cently put into effect, and which is payable at the rate of $10 a month for youths
aged 16 or 17. The allowance is normally paid to the mother and is not subject
to a means test. It is paid from the Consolidated Revenue Fund of the Canadian
Government. It does not constitute taxable revenue, but there is a smaller tax
exemption for children eligible for the allowance.!

1 Exemptions for children receiving the family allowance amount to $300 per child;
exemptions for children not receiving the allowance amount to $550 per child.

(520)
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In 1966 the average monthly family allowance in Canada was $16.59. This
amounted to approximately 3 percent of the average gross monthly income for
the typical Canadian family. The allowance was paid to 2,785,636 families with
6,865,057 children. The total cost of the family allowance was $551,734,824. This
amounted to 12.7 percent of all social security expenditures in Cunada—federal,
provincial, and municipal—and 19.1 percent of federal expenditures on social
security. When compared to Canadian national income, the family allowance
amounted to 1.4 percent.

The value of the family allowance varies inversely with the level of income.
Although payments are low for such a high income country (the average gross
family income is around $6,500 a year), they can amount to a significant propor-
tion of total income to low income families. For example, a family with three
children under 10 and with an income of $1,500 a year would receive $216 a
year—14 percent of earned income. If the three children are between the ages
of 10 and 16, the family allowance would amount to $288 a year. In terms of
closing a poverty gap, the Canadian family allowance would only make a partial
contribution. For example, if the Council of Economic Advisers poverty line
income of $3,000 a year for a family is applied to Canada, the above mentioned
family with the income of $1,500 a year would receive from $216 to $288 in fam-
ily allowances depending on the ages of the children. This would work out to
a maximum of $1,788 a year, a figure which is far short of the poverty line in-
come of $3,000. .

The average monthly family allowance has remained virtually unchanged
over the last five years as the following table indicates.

TABLE I.—Average monthly family allowance payments in Caneda

Average

monthly

payments

1068 e $16. 63
1964 e 16. 67
1965 e o= e mmmm e 16. 68
1966 e —— e 16. 59
1967 .- - e e ————— 16. 42

Source: Department of National Health and Welfare, “Social Security in Canada,”
Ottawa : 1967.

The family allowance, when expressed as a percentage of total transfer pay-
ments via social security expenditures for federal, provincial, and municipal
levels of government, is declining in relative importance. For example, the family
allowance in 1959 amounted to 16.3 percent of total transfer payments; however,
in 1967 the allowance amounted to 12.5 percent of total transfers. There appears
to be a tendency in Canada, as well as in many other countries, to raise the
allowance only periodically.

The income redistribution effects of the family allowance form an interesting
pattern in Canada.

1. There is income redistribution between provinces with lower income prov-
inces, such as Newfoundland gaining in terms of the benefits of the allowance
as opposed to the cost, and upper income provinces, such as Ontario, losing in
terms of benefits as opposed to costs. The family allowance, when expressed as a
percentage of average family income, varies from around 5 percent in the poorest
Canadian province (Newfoundland) to about 2 percent in the richest province
(Ontario).

2. There is horizontal income redistribution between individuals and families
within the same income group, meaning simply that individuals and families with
no children lose while families with children gain. A family with no children
receives no allowance but pays income taxes which finance the family allowance.
A family with children pays income taxes but may get back more than what it
paid in the form of the allowance.

96-602 0—68—vol. II——6
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3. There is also vertical income redistribution in that families that make above
$9,000 a year lose in terms of cost-benefits (the cost of the allowance is greater
than the benefit of the allowances), and families with incomes of less than $9,000
gain in terms of cost-benefits.

4. The progressivity of the Canadian income tax is reduced by the family
allowance for the reason that it is exempt from taxation.?

THE FAMILY ALLOWANCE IN DENMARK

The family allowance in Denmark is different from allowances paid in the
four other countries because it is based to a certain extent on need. Families with
incomes below a prescribed standard receive an additional allowance, called a
general allowance. The family allowance is paid to all Danish families and is not
subject to the Danish income tax.

The family allowance was introduced in 1949 and has been revised on a
number of occasions. The Danes regard it as a device which is partial compensa-
tion for the levying of a series of indirect taxes which culminated with the
adoption of the value added tax in 1967. In 1960 tax exemptions of 600 to 800
kroner per child were abolished for income tax purposes, and the family allow-
ance was used as a replacement.3

The current family allowance arrangement entails the payment of 780 kroner
per child per year for the first four children in a family, and payment of 830
kroner per child for the fifth and subsequent children. There is an additional
allowance of 350 kroner per child for families in which there is a single mother
or father. In terms of U.S. currency the family allowance amounts to approxi-
mately $110 a year per child.

Payment of the family allowance can be illustrated as follows:

Kroner
Families with 1 child - 780
Families with 2 children_.___.____.__ ——e -~ 1,560
Families with 3 children._.__ ——— e 2, 340
Families with 4 children___________________________________________ 3,120
Families with 5 children._. —— 13,120

1 Plus 830 kroner for the 5th, 6th, 7th child, etec.

The average gross income in Denmark is around 30,000 kroner a year, and the
average net taxable income is 23,000 kroner. An average Danish family consists
of three persons. In terms of ratios, the family allowance would constitute
about 3 percent of average gross income and about 4 percent of average net
taxable income.

For families or single persons with low imcomes, there is an addition to the
allowance, which is tied on the level of inoome. If net taxable income is less than
8,200 kroner ($1,100) a year, a general allowance of 350 kroner a year is paid.
If net taxable income is between 8,200 and 8,800 kroner a year, the general
allowance is 200 kromer, and if net taxable income is between 8,800 kroner and
9,600 kroner, the general allowance is 100 kroner a year. For single persons with
net taxable income of less than 8,500 kroner a year, compensation amounting to
200 kroner is paid.

A measure of the importance of the family allowance in Denmark is provided
by a comparison of allowances to income tax revenues against which they are
offset in the Danish national budget. In the fiscal year, 1950-51, personal income
tax revenues amounted to 727 million kroner and family allowances 89 million
kroner. The allowance amounted to 12.5 percent of the gross income tax revenue
against which it was offset. For the current fiscal year, 196768, the ratio had
increased to 17 percent.

2 For studies of the pnedistribution effects of the family allowance see Joseph W. Willard,
“Some A ts of Family Allowances and Income Redistribution in Canada,” Public Policy,
Vol. V, 1954, and Antal Deutsch, “Income Redistribution Through Canadian Federal Family
Allowances and Old-Age Benefits,” Canadian Tax Foundation, 1968.

3 The Danish currency unit is the krone. One krone is worth $0.145.
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THE FRENOH FAMILY ALLOWANCE

Transfer payments, including family allowances, comprise a considerable per-
centage of personal income in France. The table below illustrates this fact.

TABLE 11.—A COMPARISON OF TRANSFER PAYMENTS TO TOTAL FRENCH INCOME

Social welfare Total income

payments including
Year (in thousand transfers Percent
francs) (in thousand

francs)

31,780 210, 381 15.1

35,054 233,922 15.0

39,803 251,972 15.8

46, 645 286,018 16.3

55, 252 318,192 17.4

62,957 348, 538 18.1

70,160 372,540 18.8

Source: Etudes and Conjoncture, No. 1, January 1967.

The French family allowance system is one of the most comprehensive in the
world. Unlike the Canadian and Danish family allowances, it excludes the first
child in a family and varies in payment aecording to French regions. It is ex-
pressed as a percentage of a set minimum wage, which is 328 francs in the
Paris area, and less in other areas. Also unlike the Canadian and Danish family
allowances, it is financed by a tax on employers which amounts to 11.5 percent of
income per employee up to 13,680 francs a year. A characteristic of the French
social security system in general is that it is almost entirely financed by taxes
on employers.

The French system of family allowances was started in 1858 at the initiative
of several French public employers—the railways and the public administrative
service. The Val-des-Bois Works, a private company, introduced a program of
family allowances in 1870, in which workers with families received an additional
60 centimes per child per day. In World War I the family allowance was used
by a number of French companies to attract scarce workers into employment.
It was also used to resist worker demands for higher wages.

In 1932, the family allowance was incorporated into the French revenue and
tax system. The rationale for its inclusion was to stimulate the birthrate in
order to compensate for the enormous war losses sustained by the French in
World War I. Whether or not the family allowance accomplished this objective
is a subject for debate.

The current family allowance is based on a rather complicated procedure:
Families with more than one child are eligible for an allowance that is com-
puted on the basis of a base minimum salary which is 328 francs ($65) a month
in the Paris area.* This minimum salary is considered to be the minimum that
an unskilled worker would receive in the Paris area. It roughly corresponds
to a minimum wage which is set by law and which is 2.2 francs an hour in Paris
and 2 percent lower in other zones.

The rate of the family allowance is 22 percent of the base salarv of 328
francs for the second child, 33 percent for successive children through the sixth
child, and a flat 33 percent for all children over the sixth child. However, if the
children are between the ages of 10 and 15, an additional increase of 9 percent of
the base salary is provided, and for children who are 15 and older, an increase

4+ Thig base salary is actually, an arbitrary, determination on the part of the Government
gtllgols considll:!rably less than the mintmum Income for an unskilled worker which is around
a month.
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of 16 percent is provided. However, if a family has two children over 135, the
oldest is excluded from the allowance.

The following table illustrates the famiy allowance and the method of com-
putation.

TABLE 1H.—ILLUSTRATION OF THE FRENCH FAMILY ALLOWANCE
Percentage Amount of
Number of Children ! of base allowance
salary 2 (in francs)

22 72.16
55 180. 40
83 288.64
121 396. 88
154 505.12

! Tﬁe children are assumed to be under 10 for the sake of simplicity.
2 The base salary is 328 francs a month.

The average wage for a preduction worker in the Paris area is around $190
a month. The family allowance for a worker with three children under 10 would
amount to 180.4 francs ($38) a month. This would represent a transfer pay-
ment which would amount to 20 percent of the average wage. If one child is
over 10, the allowance would amount to 64 percent of the base salary, or 209.92
francs ($42) a month. For a family with five children under 10, the allowance
would amount to 396.88 francs ($80) a month, which is almost half of the
average salary for a production worker. It is entirely possible for the family
allowance to exceed the wage for many low income workers.

The family allowance is exempt from the personal income tax and is paid to
all families in France. As mentioned above, it is financed by a tax on employers.
A characteristic of the French tax system is the reliance on indirect taxation
to produce much of government revenue. Total tax revenues in 1966 amounted
to 39 percent of gross national product—the highest ratio for any major country,
with the possible exception of Italy.

In addition to the regular-family allowance, there are other allowances which
are a part of the family allowance system (prestations familales). There is a
single salary allowance for families in which there is one wage earner and the
spouse is incapacitated, and allowances for widows with dependent children. In
addition, a prenatal allowance of 22 percent of the base wage of 328 francs per
month for 9 months and a maternity allowance of 200 percent of the base wage
are paid to families. Finally, there is a housing allowance, payable on a monthly
basis to families who devote a certain percentage of their income to rent or to
house payments.

The family allowance system is divided into four categories :

1. family allowances under the basic system, which are applicable to all
wage and salary earners in France;

2. family allowances for the self-employed ;

3. family allowances for farm workers; and

4. family allowances for farm operators.

Administration of the family allowance is under separate funds (caisses) at
three levels—primary funds, organized on a local or occupational basis ; regional
funds; and a national fund that acts as an equalization and reinsurance fund
for the primary and regional funds. The funds are managed by boards chosen by
employers and employees.

Expenditures on the family allowance amounted to 17.2 billion francs in 1966.
This amounted to 24.4 percent of total expenditures on social welfare measures
in France. On a relative basis, family allowances have declined in importance
when compared to other social welfare measures. In 1959 it comprised 30 percent
of total social welfare expenditures.

THE FAMILY ALLOWANCE IN SWEDEN

Sweden has ome of the highest living standards in the world. In 1965 the
average family income was approximately 27,500 kroner ($5,300) and the
median family income amounted to 26,000 kronor ($5,200). The Swedish social
welfare program is one of the most comprehensive in the world, and in 1964
amounted to 16.5 percent of net national product.
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The Swedish family allowance was introduced in 1948. Currently, it amounts
to 900 kronor ($175) per child a year. It is paid to every family, rich or poor,
out of general revenues, and is not subject to the personal incomre tax. It is the
second largest expenditure item in the Swedish budget, ranking behind ex-
penditures for old age pensions. In 1967 allowances were paid for 1,770,000
children under 16, at a cost of 1.6 billion kronor ($300 million). This amounted
to 1.3 percent of the Swedish gross national product for 1967, 5 percent of the
national budget, and 14 percent of total social welfare expenditures on the
part of the government.

In addition to the regular family allowance, there are special allowances for
families in unusual circumstances. Special allowances are paid to single persons
with children, and to orphaned children living with relatives.

The family allowance varies in importance according to the size and income
of the family. For example, a family with five children would receive 4 500
kronor ($900) a year. If the family has an average income of 26,500 kronor, the
allowance would amount to approximately 17 percent of earmings. In 1966.
11 percent of Swedish families with five children made less than 12,000 kronor
a year (less than one-half of the median family income for the year). The family
allowance, to this group, would constifute a sizeable part of total income. For
married couples without children, 20.3 percent made less than 12,000 kronor in
1966. The family allowance would provide no addition to their income. It is
apparent that transfer payments through the family allowance do make a sub-
stantial contribution to low income families with several children, and there is
a horizontal redistribution of incomes between families with no children and
families with several children, in the same income group.

This can be illustrated by taking two families, both of which have identical
incomes of 12,000 kronor a year. One family has no children, the other family
has five children. The family with no children would have a disposable income
after taxes of 9,980 kronor, and the family with five children would have a dis-
posable income of 14,480. Both families would pay the same amount in taxes,
but the family with children would have 4,500 kronor to add to the disposable
income of 9,980 Kkronor. :

It is important to note that the Swedish income tax system does not permit
deductions for children, since these were replaced in 1948 by the famliy allow-
ance. It can be said in comparing the U.S. and Swedish tax systems, that a
family allowance is built into the U.S. tax system through the use of personal
exemptions and deductions which amount to $700 per child. This means- that
families in the U.S. receive a children’s allowance which, when based on cur-
rent income tax rates ranging from 14 to 70 percent, varies from $98 to $490 per
child. This is a saving to the taxpayer rather than an outright grant. .

It is evident that an element of negative income taxation exists in the Swedish
tax system through the use of the family allowance. At low levels of income,
the family allowance more than counterbalances the personal income tax. At
high levels of income it is the reverse. The fact is illustrated in the following table.

TABLE IV.—THE SWEDISH INCOME TAX AND THE FAMILY ALLOWANCE!

Gross income Family Income tax  Gain orioss
allowance :

$1 $360 $40 +$320
$2 360 204 —156
3 360 525 —165
$4 360 860 —~500
$6, 360 1,660 —1,300
$1 360 3,560 —3,200
$2 360 9, 560 —9,200
1 A family of 4 is used, and kronor were converted into dollars to facilitate comprehension. The Swedish personal i

tax used is an average of the national and municipal rates applicable to various income levels. The family is entitled to
?educn’?n;% 2,250 kronor for husband and wife, but there are no deductions for children. The family allowance is $180
or each child per year.

THE FAMILY ALLOWANCE IN GREAT BRITAIN

Fam}ly allowances were introduced in Great Britain in 1945 during Churchill’s
short-pved second Ministry of May-June, 1945. They were included in the
Beveridge Plan, the precursor to the British welfare state for the following
reasons:
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1. There was a need for a national minimum income in employment no less
than in unemployment: pre-war surveys had shown that considerable want
existed, even when a wage earner was at work.

2. There was an anomalous situation by which, without additional assistance
for children, wages might be no more, or even less, than unemployment benefits.

3. Lastly, there was the need with a falling birth-rate for the utmost care
for children, and the greatest possible encouragement for having them.

The family allowance fitted into the Beveridge policy of socializing demand
rather than production, in that it was to help attack directly the central weak-
ness of the unplanned market economy of the interwar period—failure to gen-
erate effective demand for products.

The current family allowance is paid to families with two or more children
under certain age limits.® The allowance is 15 shillings a week for the second
child and 17 shillings a week for subsequent children. For example, a family
with three children would receive 32 shillings a week, and a family with five
children would receive 66 shillings a week. The family allowance is paid to all
families, but must be declared for income tax purposes. It is financed out of
general tax revenues.

The average earnings of adult male workers in Great Britain in 1967 were 21
pounds, 7 shillings a week ($51.24). For a family with three children, the 32
shillings ($3.64) would represent around 7 percent of average weekly earnings.
If the family had five children, the 66 shillings ($7.92) would amount to around
15 percent of gross income.

The British family allowance, when compared to the French family allow-
ance, is considerably less important as a source of income to families with
children. In 1961 the family allowance expressed as a percentage of average
gross monthly earnings amounted to 5.7 percent in Great Britain compared to
28.7 percent in France.

Under the British tax system, allowances are given for children. They vary
with the age of the child ; thus for children under 11, an allowance of 115 pounds
is given ; for children between 11 and 16, the allowance is 140 pounds; and for
children who are 16 years or over, the allowance is 165 pounds so long as they are
in full-time education. '

The tax ‘allowance for children is more valuable than the family allowance.
To a British family with an income of 1,000 pounds a year, and with three
children under 11 years of age, the family allowance in 1967, as a percentage of
earned income before taxes amounted to 4.7 percent and the value of the tax
alowance for children in reducing the tax bill amounted to 12.3 percent before
taxes. To a family with an income of 2,000 pounds before taxes, and with three
children under 11, the value of the family allowance on the same basis amounted
to 2.3 percent of earned income, and the value of the tax allowance amounted to
7.1 percent of earned income.

THE FPAMILY ALLOWANCE—A SUMMARY

The five countries reviewed in this prepared statement use the family allow-
ance. Four of the five introduced it during the immediate post World War 11
period for a variety of reasons—to stimulate aggregate demand, to increase the
birth rate, etc. Its importance as a source of revenue to families has declined as
a family incomes have risen.

The allowance varies in amount among countries and can be summarized as
follows :

1. In Canada, the amount is $72 per child a year for children under 10, and
$96 a year per child for children between 10 and 16. This amount can be com-
pared to average gross Canadian family income of $6,500 a year.

2. In Denmark, the amount is $110 a-year per child. The amount can be com-
pared to average gross Danish family income of $4,300 a year.

3. In France the allowance is $180 a year for the second child if under 10, and
more if over 10, and $262 a year for successive children through the sixth (as-
suming that each is under 10) and more if the children are over 10. This can
be compared to average gross wages for production workers of $190 a month.

4. In Sweden the allowance amounts to $175 a year per child. This can be com-
pared: to average gross family income of $5,300 a year.

8 To count for family allowances, a. child must be under the minimum school-leaving age
of 15, or if over that age, under 19 and undergoing full-time education.
&

°
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5. In Great Britain the allowance amounts to $93.60 a year for the second
child, and $105 a year for successive children.

In Great Britain, the family allowance is taxed; in the other four countries, it
is not. However, Great Britain has tax exemptions for children ; Sweden and Den-
mark do not; France uses a family quotient system which permits the splitting of
incomes into parts, based on the number of persons in the family; and Canada
permits an exemption of $300 for children receiving the allowance compared to a
regular exemption of $550. '

All of the countries pay the allowance to every family regardless of need, and
all, with the exception of France which uses a payroll tax, finance it out of general
revenue.

The redistribution effects of the family -allowance can also be summarized.

1. There is horizontal redistribution within income groups, i.e., individuals and
families without children finance families with children in the same income group.

2. There is also vertical redistribution between income groups in that families
with high incomes pay more in taxes than they receive in allowances, while fami-
lies in the low income groups receive more in allowances than in taxes.

8. There is regional redistribution of income in that the family allowance repre-
sents a greater percentage of family income in low income areas and regions
than in high income areas. Also, low income regions receive more in benefits than
they pay out in taxes.

As an anti-poverty device, the family allowance would have two limitations:

1. It is limited to families with children, whereas poverty occurs among a num-
ber of groups—the aged, families with or without children, and individuals. The
allowance by definition would not be payable to several of these groups.

2. If payment is made to all families, which is the normal custom, most of the
expenditures would go to families that are not in need—a rather superfluous ap-
proach to say the least. This could, however, be circumvented by using a cut-off
point of $3,000 a year per family. The allowance would have to be reduced as the
cut-off point is reached for reasons of equity. Otherwise, a family making $2,900 a
year would receive an allowance of several hundred dollars while a family making
$3,000 would receive nothing.

The cost of the family allowance in the United States would depend upon the
number of children to be included and the amount of the allowance. If children in
families with incomes of $3,000 and above are excluded, then in 1964 15,900,000
children would be eligible for allowances. Assuming that the first child is not
excluded from receiving an allowance, the cost of the allowance can be estimated
by using a payment schedule. If the allowance is $10 a month per child ($120) a
year), then the cost would be $1.9 billion a year. This payment of $10 a month
would roughly correspond to current monthly payments in Canada, Denmark, and
Great Britain.

However, assume a payment of $30 a month per child—a not unrealistic as-
sumption since only the children of the poor are considered eligible—the cost
would be $5.7 billion a year (15.9 million children X $360 a year).

If all children under 18 in the United States are considered eligible for allow-
ances, the cost of the family allowance would rise considerably. For example,
assume that the Canadian family allowance is applied to the United States. In
1967 the Canadian family allowance averaged $6.76 per child. There are ap-
proximately 69 million children in the U.S. under the age of 18. The cost of the
family allowance would be approximately $5.6 billion a year. If the Swedish
family allowance of $§175 a year is used, the estimated cost would be $12.1 billion
a year in the United States.

However, it is important to remember that the Swedish tax system does not
permit exemptions for children, and the Canadian tax system reduces the
s'andard exemption of $550 to $300 for children receiving allowances. If the
same procedure were adopted in the United States, namely, the $600 exemption
per child, tax revenues would increase to counterbalance the cost of the allowance.

The French family allowance system if transposed to the United States would
be enormously expensive. A conservative estimate would be around $25 billion
a year.

CoONCLUSIONS

Family allowances are regular cash payments to families with children, and
are paid in a large number of countries as a social security benefit. Payments
usually cover only gainfully employed persons and recipients of social insur-
ance benefits. Some countries start family allowances with the first child ; others
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start only with the second child. Family allowances are ususlly financed by a
tax on employers, or out of general governmental revenue. The amount of the
family allowance is either the same for all children, or it increases progessively
‘with the number of children in the family. Generally there is a cut-off point for
eligible children, which ranges between 14 and 18 years; however, this cut-off
point may be extended for children who are in school, or who are sick or
handicapped. The family allowance is available to all families regardless of
income ; however, it may or may not, depending on the country, be subject to
personal income taxation.

The merit of examining the family allowance as an anti-poverty measure
is that it is used by all major industrial nations, with the exception of the
United States, as an income guarantee to children with families. Unlike the
negative income tax and the social dividend, which are other commonly recom-
mended income guarantee devices, the family allowance is in current use and can
be examined.

However, the family allowance does not appear to be a particularly efficient
one when considered as an anti-poverty device. It would be rather foolish to
use it for this purpose, unless it was limited to poor families, because it would
be like spraying a forest to get at a few decayed trees. It could be made to apply
directly to the problem of poverty by limiting it only to poor families.

The negative income tax, although not used by the five countries examined
in this statement, appears to be the feasible solution to an income guarantee in
the United States. It would cover all poor, not just families with children, and
would be relatively easy to handle administratively.



APPENDIX 5

INNOVATION IN PUBLIC ASSISTANCE: THE CASE OF ELIGIBILITY
DECLARATION *

By Sydney E. Bernard, Associate Professor of Social Work, The University of
Michigan, School of Social Work, Ann Arbor, Michigan

A. INTRODUCTION

The last eight years have witnessed a sustained and far-reaching criticism
of existing public assistance programs. Numerous reform proposals have been
advanced, some planned to replace, others to improve the current system. This
paper will discuss one major reform which has moved beyond the proposal
stage and is already underway in a few jurisdictions. The innovation, “Declara-
tion,” drastically simplifies and improves the process through which eligibility
and grant size are determined. In contrast to current practice, the agency
accepts the client’s statement (Declaration) about his own status, e.g., age, in-
come, resources, residence, etc. Declaration omits the time-consuming, expensive
and demeaning investigation of every relevant aspect of every client's state-
ments. Though originally conceived as a vital reform within public assistance,
Declaration provides a revealing glimpse into the problems and prospects
for eligibility determination in Negative Income Tax or Guaranteed Minimum
Income programs. Eligibility and benefits under these programs must also be
based on a determination of income and need. A demonstration that these
judgments can be made at an acceptable level of accuracy and with 4 minimum
of administrative cost even at the lowest end of the income scale, will provide
strong support for the argument that ‘“universal” income maintenance pro-
grams based solely on need can be cheaply and efficiently administered.

The following paper examines the experience to date (March 1968) of the
States that have introduced some variation of this innovation. It describes the
changes associated with this innovation, benefits and problems encountered,
strategies adopted for its introduction and projects a possible direction for the
evolution of public assistance. The conclusions are speculative, based upon
agency reports and interviews with some of the participants.! The paper can
seen as preliminary to a systematic investigation which would include stand-
ardized measures of the innovation’s scope and impact on such relevant targets
as clients, caseworkers, and interest groups in the agency’s environment. Such
an investigation would test the accuracy of the reported observations about the
innovation’s impact and the strategy developed for its implementation.

B. HIsTORY AND CURRENT USE

Declaration was first used in Public Assistance® in 1962 in Alabama on a
project basis and for eligibility redetermination only. It is now in operation or
being initiated in all or part of twelve States.® By the end of 1964, Declaration

M ‘Pzisg%% prepared for the National Conference on Social Welfare, San Francisco, California,
May .

17 am indebted to the staff of the State public assistance agencies whose programs
are discussed below for their assistance in forwarding project reports, copies of forms
and manuals, personal correspondence in response to questions and in number of instances,
personal interviews. A complete list of these documents is available upon request. Part
of the research was carried out while serving as consultant to the Michigan State Depart-
ment of Social Services, Summer Faculty Demonstration Project, supported by the
Bureau of Family 'Services, Department of Health, Education and Welfare.

2 A number of States had used declaration in their MAA programs, some went on to
use it in the other public assistance categories. See George Hoshino, “Can the Means
Test Be ‘Simplified’,” Social Service Review, 10, 3, (July, 1965), pp. 192-196.

3Date indicates inittation on full scale or experimental basis: 1962, Alabama; 1964,
West Virginia; 1965, California, Colorado; 1966, Maine; 1967, Towa, Louisiana, New
York City. Wisconsin; 1968, Pennsylvania, Connecticut; to start July 1, 1968, Michigan,
to start “‘after July 1st, and under active consideration in Maryland, Oregon, Texas and
Rhode Island. N.B., for stylistic reasons, I use the term ‘‘State” to indicate jurisdiction,
though in some States the program is in use in only one or a few subdlvisions, e.g., in
New York State only two of New York City’'s 34 centers are involved.

(529)
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was in use only in Alabama and West Virginia. By the end of 1966, California,
Colorado and Maine had initiated experiments. In the first five years only five
States initiated the program, in the next 18 months another seven started or
announced their decision to do so. In addition, at least four other states are
actively examining the use of Declaration for their program.

C. EXTENT OF INNOVATION

The extent of innovation introduced varies greatly. Major variables along
which States differ are: (1) requiring an interview with each applicant; (2)
extent of organizational change introduced; (3) breadth of geographic coverage
achieved; (4) inclusion of eligibility determination and redetermination ; and
(5) number of categories included. Other inter-state differences which were
sometimes reported include; response of clients and staff members; extent of
policy change introduced or developed; and degree of community involvement.

THE APPLICATION INTERVIEW

All States which use declaration have reduced their investigatory process; only
four States however, Maine, Colorado, West Virginia and Louisiana, allow
eligibility to be established without an interview. Qalifornia re-established the
interview when it discovered a 6-7 percent ineligibility rate, and despite the .
conviction that this was largely due to complex eligibility criteria.

The interview is maintained in order to assist the applicant in completing the
complex form, to allow the staff member to note possible inconsistencies and
areas for additional investigation and to offer and assess the need for social
services. Home visits and routine investigation of assets and incomes are not
ordinarily required. New York City for example, requires that full investigations
of eligibility be carried out only on applicants with prior records of fraud or
“other unusual circumstances.” Louisiana, which uses declaration for redeter-
mination only, has a staff member fill out the form from the case-record and
mail it to the recipient requesting that they indicate any changes.

OBGANIZATIONAL CHANGE

Organizational changes introduced are directed toward the separation of serv-
ice from assistance. Surprisingly, organizational changes are not closely -asso-
ciated with establishing eligibility by mail. Maine is the only State to both estab-
lish eligibility by mail and to separate the service and assistance functions. Penn-
sylvania (in four experimental counties) retains the application interview but
provides maximum separation.. The total assistance function ; eligibility deter-
mination, redetermination and interim changes in the grant are the responsibility
of the eligibility unit. All other States require the service unit to process grant
changes, and many involve this unit in eligibility determination in specified cir-
cumstances. The trend, however, seems to be toward a separation.

Structural changes tend to follow a three part organizational model; (1)
eligibility unit, (2) service unit and (3) validation unit.

The eligibility unit prepares or receives the application and determines eligibil-
ity and grant status. There was an initial attempt to have the eligibility unit
diagnose or assess service needs. The tendency now is to define eligibility deter-
mination as a separate task. Educational requirements for this position are re-
duced and lower pay offered. Service needs may be discovered by requiring serv-
ice unit visits within 10-30 days of application, mailing a list of services to the
client (Maine), or adding a diagnostic and referral interview at the gateway
to the process.

Service unit innovations found in one or more States include : subdivision into
shortterm and long-term units; use of a pooled or agency caseload status:
group orientation meetings to inform clients about policy and program; use of
sub-professionals and volunteers; and a case-conference system which includes
the client as participant.

Validation units may be staffed at the sub-caseworker level. They carry out
a full investigation of a carefully drawn 10 percent caseload sample. Variations
range from the use of the caseworker to determine eligibility in a sample of his
own cases, to the reliance on Quality Control, rather than separate validation
units, with a smaller, one-two percent sample.



531

GEOGRAPHIC BREADTH

Only three States introduced Declaration without a tooling up or testing pe-
riod in a county or district. Most States whose programs are 12-18 months old
(8) have exitended the project to all parts of the States and all who have drawn
conclusions from the test period report their intention to do so. The introductory
period involves perfecting forms, changing policies (in some instances) and
training staff.

ELIGIBILITY PROCESS

Nine of the 12 States determine both initial and continuing eligibility by
Declaration. Only Alabama, Louisiana and West Virginia do not.

CATEGORIES INCLUDED

All 12 States use Declaration in their OAA category; ten of the 12 include all
the adult categories (OAA, AB, APTD) ; surprisingly, eight include or are ex-
perimenting with AFDOC recipients ; three, Wisconsin, New York Clity and Penn-
sylvania include general assistance recipients.*

Most of the innovations associated with Declaration are internal to the
agency. Two seem most likely to rouse strong overt public criticism, inclusion of
AFDC recipients and establishing initial eligibility without a mandatory inter-
view. It is striking, therefore, that eight states have iincluded AFDOC either in
their initial plan (New York City, Iowa, Wisconsin, Pennsylvania) or as an ex-
tension of the existing system (California, Alabama, Maine, Colorado). And
even more, that two of them, Maine and Colorado, do not require an application
interview.

It is evident that Declaration is gaining momentum as it spreads across the
country but also that prudent concern over public Teaction seems to characterize
the extent and structure of the innovations associated with it. Before speculat-
ing about the factors that may influenice the extent of his innovation, it is useful
to examine the amount of ineligibility that may be associated with this process.

D. VarLmaTtioN, How HONEST ARE CLIENTS?

Not surprisingly, clients are reported to be as honest as the rest of us, sur-
prisingly honest in many cases. Some examples: forms filled in by clients alone
are observed to have fewer errors than those in which someone, caseworker,
friend or prominent local citizen, helps them ; often clients, when self-reporting,
disclose assets not previously reported in interviews and in one state (West
Virginia) one-fifth of those found to be ineligible, self-reported this fact on re-
turning their form.

A full assessment of Declaration’s effectiveness in determining eligibility bene-
fis would identify four kinds of cases in which discrepancies are found: (1) er-
rors of any kind, “defective applications,” (2) errors effecting the amount of
benefits thought not eligibility per se, a much smaller number (3) ineligible
cases, a smaller number yet, and (4) eligible cases denied benefits, no States re-
ported on these cases, though New York City plans to do so.

Seven States reported the results of validation experience. Rates of defective
applications ranged from as high as 30-35 percent to as low as 2-8 percent. The
high rate of errors were attributed less to client perfidy than to policy stupidity.
Policies were complex and detailed, demdnding for example, exact reporting of
cash value of insurance, property taxes, birth dates and places; all items in which
innocent mistakes abound. Staff produced errors are also frequently reported.
Individual workers or whole units will be “overly strict” in finding errors or
omissions, e.g., in mail applications, items whose meaning is clear from context
will be reported as errors or omissions. )

Reported ineligibility ® ranged from a low of zero to .04 percent to a high of
between 6 and 7 percent. All but one State reported less than 4 percent. New
York City’s rate, including AFDC, is less than 2 percent. California, however,

+The States and categories are: O0AA, West Virginia and Loulsiana ; Adult cnteﬁorles,
Conmnecticut and Michigan ; Adult and AFDC, Alabama, California, Colorado, Maine, Iowa ;
all these and other programs, Wisconsin, New York City and Pennsylvania.
5 The reported percentage of ineligible cases includes an unknown proportion of deliberate
attempts to defraud along with ordinary errors of reporting and interpretation.
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reinstated an application interview in part because of a 6-7 percent ineligibility
rate. The two major factors which seem to determine the error and ineligibility
rates are (1) policy complexity and (2) degree of close review by staff during
the eligibility process.

Current methods of full investigation though tedious and demeaning may not
be efficient or effective. Staff members are usually not trained in investigation,
assets may be easily hidden, e.g., bank accounts transferred to distant banks, and
both staff members and clients may resent the process strongly enough to reduce
its effectiveness. There may, in fact, be a net reduction in costs with Declaration
since the expense of establishing eligibility is reduced and part of the burden
shifted to the applicant as he is given the responsibility of completing his appli-
cation. The saving which may be substantial is then used to provide additional
services of various kinds.

There are no commonly accepted standards for a tolerable level of errors in
Public Assistance administration. The range reported may seem too high or quite
modest. We can, however, make a crude comparison with other government pro-
grams and with an earlier review of the AFDC program. As noted, validation re-
views tend to find ineligibility rate of less than 4 percent. An AFDC caseload
review ® carried out by H.E.W. in 1962/63 found similar or higher rates. They
estimated an overall ineligibility rate -of 5.4 percent varying between eleven
States with less than 2 percent through two States with over 15 percent. Their
findings also indicate that complex policy criteria are associated with high
rates of errors. If income were the sole eligibility requirement, fifteen States
would have less than 2 percent ineligibility and the two highest States would
have 8.9 percent and 9.3 percent. * )

The Veterans Administration, using a highly simplified declaration form, de-
clares that a spot-check comparison with social security records shows a .3 per-
vent ineligibility rate.® The federal income tax, is the nation’s foremost self-dec-
laration (and assessment) procedure. Arithmetical errors, ‘“defects,” are re-
ported in over half the returns filed, and are predominantly (1% to 1) in the
taxpayers favor. The IL.R.S. audited (*validated”) 3.5 million returns in 1966
about 3 percent of returns and probably a selected high risk group. Almost two
million “resulted in deficiency recommendations.” ® This suggests that at least
2 percent of tax payers submit returns which are seriously in error. To make a
rough analogy the L.R.S. found over 50 percent of its returns were ‘“defective”
and discovered a two percent ineligiblity rate.

Since these conclusions do not lead the American people to recommend home
visits or investigatory interviews with each taxpayer, they suggest that much
smaller defect rates and quite comparable ineligibility rates ought to be tolerable
in Public Assistance,

E. INNOVATIONS, INCENTIVES, AND BARRIERS

Innovation can be seen as one possible response of organization policy-makers
to internal or external pressures. Such pressures are transmitted in part through
the operation of interest groups who press their demands upon policy-makers.
Recent research suggest that the extent of innovation is related to a combination
of three factors; (1) the motivation of the executive as indicated, for example,
by his training and career goals, (2) resources available, indicated by agency
size, variety and training of staff and State size and wealth ; and (3) barriers or
resistances to innovation; e.g., lack of plan into which the innovation can fit; con-
cern over impact on other program aspects and controlling effects of external
environment.*®

Neither space nor available data permit a complete discussion of the relation-
ship between these broad ‘factors and the extent of change introduced by the
States. It is possible to discuss in general terms the attitudes and activities of
some of the interest groups who are or might be involved as resources pressing
for or barriers resisting adoption of Declaration.

¢ U.S. Department of Health. Education and Welfare. Blinibility of Families Receiving
Aid to Families with Dependent Children: A Report Requested by the Senate Appropria-
tions Committee, (Washington), July, 1963,

7 Ibid, Table 2. n. 13.

88ar A. Levitan. Programs in Aid of the Poor, (Kalamazoo), W. E. Upjohn Institute
for Fmplovment Research. December, 1965, p. 16,

°U.S. Internal Revenue Service, 1966 Annual Report, (Washington, U.S. Government
Printing Office. 1966) pp. 21-22.

10 Rohert E. Mvtinger, Innovation in Local Health Services, U.S. Devartment of Health,
Edueation and Welfare, Pnblic Health Service Publication No. 1664-2, (Washington,
U.S. Government Printing Office, February, 1968.)
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Innovation can then be described as, in part, a process of adjusting to the
pressures of conflicting interest groups within a context of broad social change.
The broad contextual pressures are indicated by the stark facts of precipitous
rise in caseload size and costs, chronic manpower shortage and the glare of public
attention as public assistance becomes a central political issue (and scapegoat).

The financial and manpower squeeze are easily indicated. Annual public assist-
ance costs are around $8 billion, total caseloads pass 8 million. Between January
1967 and January 1968, total costs rose about one-third, medical care costs in-
creases seventy percent, caseloads (excluding M.A.) increased ten percent.* By
1970, it is estimated that there will be almost 100,000 social workers needed in
public assistance, of whom about 31,500 should have two years of graduate train-
ing. In 1964 there were about 46,000 staff members in these agencies of whom
only 2,200 had the desired graduate training.’®

The conditions these figures signify, squeeze public assistance agencies severely.
Pressures to provide services are matched by pressures to limit or reduce costs.
Innovations which have a potential for increasing caseload size are difficult to
initiate. The next section of this paper limits some of the major interest groups
in public assistance and discusses the possible direction their influence might
move agency policy. The basic conclusion of this section is that Declaration is
a remarkably inviting innovation, It advances the goals or satisfies the demands of
many interest groups, though substantial opposition will also be indicated. Major
support comes from groups who favor increased services and/or more objective
procedures, major opposition from groups concerned with increased cost or from
staff members who resist this change for a variety of reasons independent of
cost. The pattern of innovations described above indicates that the scope of
implementaion represents a compromise between these opposing views.

F. INTEREST GROUPS

The interest groups whose positions will be discussed include; State or local
agency executives; caseworkers and other line staff; clients; federal agency
staff ; political officials, congress, governors and state legislators; and professional
organizations, particularly the American Public Welfare Association.

Agency executives including directors and central staff members, are, I would
suggest, the major source of initiative for this innovation. The executive’s
dilemma as already outlined; how can Declaration help him? The manpower
shortage expresses itself in high turnover, low morale, and sheer staff shortage.
The executive sees an opportunity to shift staff to services, raise morale and
reduce turnover. Higher priced BA degree social workers can specialize in
services and lower priced eligibility technicians can be used for eligibility
determination. Hard-pressed staff may be able to “manage” larger caseloads or in
ideal circumstances, caseload levels may allow the agency to secure 75 percent
federal matching for “service costs,” rather than the 50 percent administrative
costs matching formula. Not least, the executive may achieve personal and pro-
fessional career goals through developing a more service oriented agency
structure.

Line staff, particularly caseworkers, exert considerable mﬂuence both support-
ing and resisting this change. Supporters argue that the eligibility determina-
tion role absorbs time, energy and motivation for their preferred role, service
provision.

A few staff critics may question clients trustworthmess Most questions,
however, are directed at separation of services. Oriented to the traditional case-
worker-client model, they wonder whether everyone who “need service” will
receive it, unless routine application and redetermination interviews are main-
tained.

Staff resistance is invariably reported to decrease or vanish in time or
through staff turnover. Nor, can one place the cause for this resistance solely
upon staff attitudes. Complicated agency policy and a climate of deterrence
encourage overly rigid and restrictive evaluation of mailed eligibility applica-
tions. To de-emphasize the traditional investigatory procedures, New York
City and others assign newly hired staff to the eligibility unit. If innovation is
a goal, even high staff turnover can be turned to advantage.

1 [.8. Department of Health, Education and Welfare, Advance Reléase of Public As-
gistance January 1968, Social and Rehabllitation Service, January, 1968, Table 1 and
Table2 (Mimeograp hed).

12 U.S. Department of Health, Education and Welfare, Closing the Gap . . . in Social
Work Manpower, Report of the Department Task Force on Social Work Education and
Manpower, Office of the Under Secretary, November, 1985, p. 40.
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No systematic report on client response is available at this writing thpugh
New York City includes this in its research plans. Agencies report that clients
welcome the change since it gives them “confidence and dignity.” Some initial
uncertainty and suspicion is reported. Clients need to be told about the change
and the reasons for it; some were concerned about “losing their caseworker”
and others resented the validation review.

No one need doubt that clients place secondary priority on services, or even
humane administrative processes until adequate financial assistance standards
are set and implemented. Recognizing this, Declaration may still meet some
important client demands.*®

Declaration can speed up eligibility determination and provide more rapid
access to assistance. A group of applicants whose need is temporary may re-
ceive assistance and be encouraged to risk leaving the rolls for a job since
re-application when need arises is seen to be rapid and simple. New York City’s
experience suggests this possibility.

Public assistance has often been criticized for reinforcing or creating feelings
of powerlessness and dependency among their recipients. Briar lists agency
characteristics which contribute to this and recommends structural and policy
changes which might reduce this effect. He criticizes complex eligibility and
budgeting procedures, distant and obscure decision-making processes, snooping
over daily activities and linking assistance to other services. To reduce power-
lessness he suggests -radical simplification of eligibility and budgeting, high
visibility of agency decision-making including enabling applicant to understand
criteria applied to his own claim, and high visibility and accessibility of agency
procedures.*

Declaration produces or can lead to many of the desired reforms. For example,
eligibility criteria are more visible, particularly on applicant-completed forms.
Separation of eligibility from assistance reduces the implicit assumption that
aid and services are linked. Introducing Declaration into the agency often
produces critical examination of policies and procedures and may initiate or
reinforce simplification efforts. Though few clients are now actively demanding
Declaration, it can be a means for effectively meeting some of their demands.

THE FEDERAL BUREAUCRACY

At the federal level state letters asserting federal interpretations of policy,
contain strong references to Declaration. A recent example is found in a major
revision of a section of the federal Handbook which includes within its references
to policies which would apply should the state adopt a “declaration form in
determining eligibility.” ®* The 1967 administrative reorganization which created
the Social and Rehabilitation Service explicitly separates the service and assist-
ance payments function.

PROFESSIONAL ORGANIZATIONS

A persistent force for change stems from the American Public Welfare Associ-
ation’s Technical Assistance Project (TAP). Sponsoring conferences, providing
consultation and publishing new organizational designs, this group serves as a
source of innovative ideas and as a communication channel for State and local
agencies,® . :
POLITICAL OFFICIALS AND THE PUBLIC

There are very few special interest groups who maintain a set of persistent
sustained demapds upon public assistance policy.” Compared to highway policy

13 Declaration was an explicit demand of the Representatives of the Poor Peoples March
in a recent meeting with Secretary Cohen. U.S. Department of Health, Education and
Welfare, “Conference of the Secretary, Department of Health, Education and Welfare.
with Representatives of the Poor Peoples March,” Washington, April, 1968, p. ‘15
(Mimeogranhed).

14 Reott Briar. “Welfare from Below : Recinients’ Views of the Public Welfare System,”
California Law Review, 54 :370. (1966). pp. 383-385.

35 Stenhen P. Simonds, “Application Determintation of Eligibilty and Furnishing Assist-
ance—Handbook IV—2000-2400."’ Handbook Transmittal 139. Social and Rehabilitation
Service, Department of Health, Education and Welfare (Washington), February 8. 1968,

16 American Public Welfare Association. Pubdlic Welfare—Challenge to Validity. (Chicago,
Illinois), Technical Assistance Project. pp. 21. {Mimeographed.) For an authoritative dis-
cussion of Maine’s experience, see Stephen P. Simonds. Declarations and Incentives: New
Apnroaches to Public Assistance, Public Welfare, 26, 1 (January, 1968), po. 67-71.

17 As the medical care component grows, interest groups have emerged whose activities
belie that generalization. This is one reason that medical care costs in public assistance
have risen more steeply than any others. Sunport for the hasic generallzation is found in
Gildbeé-t Yigggeiner, Social Insecurity, The Politics of Welfare, (Chicago), Rand McNally
and Co., . .
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with its numerous and well organized set of economic interest groups; service
stations, cement makers, oil companies, ete., public assistance operates in a politi-
cal vacuum. The suggestion that executives have the key policy-initiating func-
tion is largely based on this observation.

Political interest groups who support the change would argue for its contri-
bution to an objective and universal assistance program. Others, perhaps more
conservative, support increased “services” as a solution to poverty. Liberals and
Moderates of both parties might use this issue asa low-cost “bold new innovation
in public welfare.”

In Congress, viewpoints are sharply polarized. Declaration is permissible in a
number of programs, e.g., Medical Assistance for the Aged, Medical Assistance
1965 Amendments) and the Title V (OEOQ) Work Experience and Training
Programs. The 1987 Social Security Act Amendments urge simplicity of
administration :

“The committee bill includes a requirement that States determine eligibility
and provide assistance under their cash assistance program in a manner consistent
with simplicity of administration and the best interest of recipients.” *®

Congressional voices can also be heard demanding exactly opposite policies.
The Senate Appropriations Committee “strongly urge” (the Department of
Health, Education and Welfare to) “direct the States” (that) “thorough checks
1ncludmg inspection of the premises, with the permission of the client, are re-
quired in all determinations of eligibility and continuing eligibility. . . .” *°

The Congressonal discensus and the sharply conflicted public oplmon reflected
there, operates as an important but ambiguous constraint on executive strategy.
Before moving to a discussion of this strategy, it is useful to summarize the argu-
ments usually advanced for Declaration :

1. Continuing and persistent staff shortages may be partially relieved ;

2. The federal matching grant may increase from 50 percent “administra-
tion” to 75 percent “services”;

3. Client dignity and functioning are enhanced ;

4, Welfare Rights organizations’ demands for rapid and objective decision-
making can be met ;

5. Eligibility determination is less subject to the interpretation of individ-
ual staff members;

6. Policies are reviewed, made more objective and rational ;

7. The quality and quantity of services can be improved ;

8. Staff members with advanced training may be employed at the direct
service level;

9. A focus on service and agency streamlining may serve a political and
public relations function as a “bold new innovation in public welfare;”

10. Experience with the use of declaration in M.A.A., M.A,, and OEO Title
V projects, show that the procedure is workable ;

11. The 1965 and 1967 amendments to the Social Security Act contain lan-
guage urging “simplicity of administration.” ®

G. EXECUTIVE STRATEGY

Using rough and impressionistic measures of extent of change associated
with Declaration, I have ranked the States by the extent of change introduced.
Highest scores go to those States which restructured agency roles through sep-
aration of eligibility services; include AFDC in the system ; instituted a perma-
nent state-wide system; use for both eligibility determination and redetermina-
tion; and do not require an interview for eligibility determination. Though each
may not have introduced these innovations. California, Maine, Pennsylvania, and
New York City made the most extensive changes; followed in descending order
by Connecticut, Colorado, Iowa, Wisconsin, Alabama, Michigan, West Virginia
and Louisiana.

Returning to the three broad factors that served to indicate the probable
extent of innovation ; executive’s motivation, resources, and barriers, this listing
of States allows us to speculate about the factors that might explain the differ-

18 U.8. Congress, Senate, Committee on Finance. H.R. 12080 Social Security Amendments
gf ;1967,1&%0'&1'0'21; of the Commitiee Announced by the Chairman, 90th Congress, 1st
esgion. 1€ D

19 U.8. Congresa Senate, Committee on Appropriations. Departments of Labor and Health,
Education. and Welfare. and Related Aaencies Appropriation Bill, 1968, Report No. 469
90th Congress 1st Session, August 1. 1967, . 68.

20 Jules H. Berman, “The Means Test: Welfare Provisiong of the 1985 Social Security
Amendments,” Social Service Review, XL, 2 (June 1866), p. 173; and H.R. 12080, Social
Security Amendments of 1967, loc. cit.
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ences between States and the implementation strategies adopted by them. The
four top States all are recognized as having strong, highly skilled, professional,
executive leadership (though this tends to be true of the whole group, while
other States with similar leadership are not on this list). Three of these four
states are also among the nation’s richest and largest. Maine’s position is clearly
not due to State wealth, (ranking 35th in per-capita income) but may be due
to strong leadership in the highly professionalized State agency and to the
absence of some crucial barriers to innovation. A likely hypothesis suggests that
public prejudices directed at a large Negro population serves as a crucial barrier
to public assistance innovation. In Maine, this “barrier” is relatively slight
(non-whites are .6 percent of state populations). In the other States, substantial
resources, and strong leadership may have been sufficient to overcome this barrier.
Of the four lowest ranking States, three are among the lowest in average per-
capita income, Alabama (47th), Louisiana (44th), and West Virginia (40th) ;
and three of the four, Alabama, Louisiana and Michigan, have high proportions
of Negroes or a major urban area with a high proportion of Negroes within its
boundaries.®

These frankly speculative attempts to explain the activity of the 12 innovating
States leave us with the equally interesting question of the explanation for the
delay or inactivity of the other 40 states. All 12 States are pioneers in this inno-
vative area and two of those with least change were also the first to introduce
the process into their agencies.

Executive strategy in introducing Declaration followed a prudential incre-
mental model. States which have complex eligibility criteria and are highly con-
cerned about criticism for allowing ineligibles on the rolls tended to retain
interviews and other reviews of applicant statements but also consider policy
simplification.

Declaration was not a response to massive public demand. The bulk of public
attention and informed innovative initiative is rightly focused on the far more
basic question of raising benefit amounts and extending them to the tens of
millions covered inadequately or not at all by existing income maintenance
programs.

Initiative has come from within the agencies themselves. The early pattern
seemed to be state level staff discussions followed by a testing period in a few
counties leading more or less rapidly to state-wide adoption. The two major
audiences are the agency’s line staff and the Federal Government. Little pub-
licity was associated with this process though, some executives pointed out, “no
attempt was made to hide it.” The innovation was often proposed as a technical
improvement, increasing staff efficiency. References were also made to improved
client functioning and increased dignity though not in response to overt client
demands. During the last eighteen months, the process has accelerated. Some
States are omitting the pilot project stage, innovations are more substantial,
covering more categories and including broader organizational restructuring.

New York City added a vital ingredient, legitimating the innovation through
favorable national newspaper publicity. In addition, New York City, was the first
to include systematic and comprehensive research on these projects and by calling
attention to the inclusion of AFDC encouraged extension to this category.

On a State level, Maine provides another model for the deliberate mobilization
of public support. Though public assistance is not a central political issue, Maine’s
state department made explicit efforts to notify the public through news-release
and a series of state-wide public forums at which declaration, separation and
other program elements were drawn to public attention.

CONCLUSION

Public assistance is in- the midst of one of its more and more frequently
recurring crises. The program’s leaders are searching for an adequate response
to this crisis. Personnel shortages evident throughout social welfare mock efforts
to deliver a humane service program. “Welfare” is increasingly being used as a
code word for racial prejudice, and is a respectable means of beating the poor,
especially poor Blacks. Societal change which produces larger and larger numbers
of unemployed and underemployed either through lack of individual skills or
absence of available jobs raises to the center of social policy the question of the

2 U.8. Department of Health. Education and Welfare, Staté Date and State Ronkings
in Health. Bducation, and Welfare, Part 2, 1965 edition, Health, Education and Welfare
Trends, (Washington, U.S. Government Printing Office, 1966). Tables S—9 and S-42.
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adequacy of public assistance as a mass income maintenance program. Despite
the centrality of this issue, many of the proposals suggested for replacing public
assistance, negative income tax and children’s allowances, for example, will not,
in the form presently proposed, abolish and in some cases not substantially
diminish the need for public assistance programs. Yet, few defenders of public
assistance would argue that it would serve as an adequate mass income mainte-
nance program in its present form.

Declaration offers a possible productive route out of this impasse. The necessity
for large scale service programs will continue. Mixing those .programs with
financial assistance in a punitive social control framework aborts the promise
of services and makes income maintenance a socially divisive function. Therefore,
separation of services from assistance and introduction of Declaration is of value
whether public assistance is continued or some alternative is adopted. In all
of these proposals, Declaration stands as a central technique for removing the
most abusive aspects of the means test.

It is possible to see two versions of a future public welfare program. Separa-
tion of services from assistance and the introduction of more objective eligibility
determination and grant provision allow the continuation of a public assistance
income maintenance program of the type envisioned by the Advisory Council. In
that system there would be a federally supported universal floor of public assist-
ance under the auspices of the currently existing state agencies. Conversely, if
this role or some substantial portion of it is picked up by a negative income
tax or large grant, children’s allowance program, it would still be possible to
maintain the current public assistance structure as a nationwide service provi-
sion mechanism.

So, experiments with self-declaration and separation of services offer us in
addition to their immediate benefits, a glimpse into a possible social service
world of the future.

96-602 0—68—vol. II—7



APPENDIX 6
THE POVERTY LINE. WHAT IS IT?*

WHAT DoEs THE “POVERTY LINE” MEAN?

Bverybody agrees that many Americans are poor. But what do we mean we say
“poor”’ ? How much money (income) can a family have and still be called “poor”?

Many people, including the Federal Government, have tried to answer this
question. At first it was said that any family with less than $3,000 a year was poor.
But that was not a very good answer. Some families were bigger than others. Some
families lived in cities where everything costs a lot, while others lived in farm
communities where things cost less.

So it was decided to figure out how much money different kinds and sizes
of families need. But how much do people need? What is the amount of money
Americans need to live with “human health and decency”?

Everybody needs food. So they started out trying to figure out how much
food people need—the minimum amount of food people need to be healthy. The
U.S. Department of Agriculture figured out how much food different kinds of
people needed (men, women, boys, girls, people of different ages). Then they found
out how much this food would cost in most places in America. Almost everybody
agreed that this was a fair way to figure out people’s needs for food.

But, how much money do people need for everything else (clothing, housing,
etc.) ? Many people had very different ideas about this, and it was hard to get
everybody to agree.

The ¥ederal Government came up with an idea. (1) They now ‘“knew” the
minimum amount of money people needed for food; (2) If they knew what part of
their income people spent for food; (3) They could figure out how much more
money people seemed to need for everything else.

So they made a study, and found out that low income people spent about one-
third of their income for food, and two-thirds for everything else.

They decided that if they multiplied the amount of money people needed
for food by three they would know the minimum amount of money people need
to live on. And this figure is what they called the “Poverty Line.”

Actually, they figured out two ‘“poverty lines”. Both were based on food
budgets, and the idea of multiplying the food budget by three to find out the total
needs of a family. One of these was called the Economy Povetry Line, be-
cause it was based on the Agriculture Department’s Economy Food Budget.
The Economy Poverty Line is what people usually mean when they refer to the
Federal Poverty Line.

The other one was called the Low-Income Poverty Line, because it was
based on the Agriculture Department’s Low-Income Food Budget, which allows
about one-third-more money.

On the following pages are information and graphs which show the Economy
Poverty Line and Low-Income Poverty Line, and compare them with typical
U.S. welfare grants (the “welfare line” for Washington, D.C., which was close
to the national average in 1966.)

KEY TO MONTHLY AND YEARLY FAMILY INCOME GRAPHS

Federal low-income poverty line

The money income needed by a non-farm, female-headed family to live at the
U.8S. Social Security Administration’s low-income poverty index in 1964,

Federal economy poverty line

The money income needed by a non-farm, female-headed family to live at the
U.S. Social Security Administration’s economy poverty index in 1964.

*Prepared by Edwin A, Day, Associate Director for Research, Poverty/Rights Action
Center, Washington, D.C. .
(538)
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AFDC welfare line, Washington, D.C.

The basic welfare grant levels for Aid to Families with Dependent Children
for food, clothing, shelter, and personal and household items during 1966 in
Washington, D.C.

(Based on the first child being an infant, and each additional child 2 years
older than the previous child.) In 1966, Washington, D.C. AFDC welfare grants
were typical of the national average.

[1] Social Security Administration poverty indexes for families of 7, & 9 and .
10 are not available. Calculations for these points based on additions of $400
per additional person for the Economy Poverty Line and $450 for the Low Income
Poverty Line (both figures smaller than differences between figures for families
of 5and 6).

[2] All figures in monthly graph rounded to the nearest $5.

[3] Allfigures in yearly graph rounded to nearest $§100.

THINGS YOU SHOULD KNOW ABOUT THE “ECONOMY POVERTY LINE”

When the Federal Government and most people talk about the ‘“poverty line”,
they usually mean the “Economy Poverty Line”.

When the Federal Government and most people talk about ‘“eliminating pov-
erty” they usually mean bringing poor people above the ‘“Economy Poverty
Line”.

In America today there are 34 million people below the “Economy Poverty
Line”.

Almost all welfare recipients (over 8 million Americans) are far below the
“Economy Poverty Line”. The average AFDC family receives about 409 less
than their government's own standard for minimum human health and decency.
Welfare provides only GOVERNMENT-SPONSORED POVERTY.

MOST IMPORTANT, YOU SHOULD KNOW, EVEN THE “ECONOMY POVERTY LINE" DOES NOT
REALLY PROVIDE ENOUGH MONEY FOR HEALTH AND DECENCY

(1) The Economy Poverty Line is based on the U.S. Agriculture Department’s
ECONOMY FOOD BUDGET—a food budget which does NOT allow people
enough food for continued health.

The Agriculture Department itself says that this food budget provides enough
food for “ONLY TEMPORARY AND EMERGENCY USE".

The Economy Poverty Line does NOT allow for enough food (nutrition) day-
in-and-day-out, month-after-month, for people to stay healthy.

(2) The Economy Poverty Line does NOT even allow enough food money for
most poor people to buy all of the food in the Economy Food Budget.

In figuring out how much money it would cost for people to buy the food in
the Economy Food Budget, the government used conditions that do not apply to
most poor people.

In order for someone to stretch their food dollars to get all the food in the
Economy Food Budget with the money allowed, they must—

(a) Be able to shop around at several good stores.

(b) Be a very good shopper, and always get the lowest possible prices.

(¢) Always buy the very cheapest foods, whether the family likes them
or not.

(d) Not buy canned or frozen fruits or vegetables if there are any fresh
fruits or vegetables in season.

(f) Buy no “prepared foods (including baked goods)—make everything
from “seratch”.

(f) Be a very good cook—so the family will eat all of the above food.

(g) Allow no member of the family to eat any meals out, or buy any
food besides what is fixed for meal time.

Very few poor people can meet all of these requirements. So they will
not have enough money to even buy the inadequate amount of food in the Econ-
omy Food Budget.

““SHORT-CHANGING”’ THE POOR

The FACTS show that the Economy Food Budget allows an Economy Poverty
Line family neither enough food nor enough food money to sustain adequate
health.

Furthermore, the Economy Poverty Line bases all of its other allowances,
for clothing, shelter, etc.,, on the amount of money it allows for food. Thus an
Economy Poverty Line family is equally short-changed on all other items.
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As a matter of FACTS, the Economy Poverty Line is a FALSE POVERTY
LINE; it does not allow a family enough money for health and decency ; it does
not allow enough money for a family to escape poverty.

A true poverty line must “draw the line” between those who have enough
income for human health and decency, and those who do not :

Pedple N OT IN Poverty

poverty line
People IN Poverty

The Economy Poverty Line clearly fails to do this: While it is true that
people below the Economy Poverty Line are in poverty, it is not true that
people at or above the Economy Poverty Line have escaped poverty—are not
in poverty. )

PEOPLE WITH INCOMES AT THE ECONOMY POVERTY LINE AND
MANY PEOPLE ABOVE THE ECONOMY POVERTY LINE ARE STILL IN
POVERTY.

A MORE HONEST POVERTY LINE

The Federal government, in a way, admits that the Economy Poverty Line is
not a good poverty line. For it has developed another line which it also calls
a poverty line. They call it the LOW-INCOME POVERTY LINE.

It is shown on the graphs on the previous pages by the dotted line which
is above the Economy Poverty Line.

The Low-Income Poverty Line comes much closer to showing how much
income people really need to live at a minimum level of human health and
decency. It is a much more honest poverty line,

It is based on the Agriculture Department’s Low-Income Food Budget
which allows about one-third more food 'and food money. In turn, the Low-
Income Poverty Line allows about one-third more money for clothing, shelter,
ete. than the Economy Poverty Line. :

Many people still feel that the Low-Income Poverty Line is too little when
compared with the high standards of living in the United States. But it is
probably enough money for a family to live at a MINIMUM level of health and
decency. .

WHY TWO POVERTY LINES?

It is strange that the government has TWO poverty lines, when one of them is
clearly not a good one. It is also strange that the inadequate one is called
“Economy” while the more honest one is called “Low-Income”—terms which
give unknowing people the FALSE idea that the “Economy” one is really enough,
and that the “Low-Income” one allows “surplus’.

Many feel that the Federal government’s use of the Economy Poverty Line
as its standard for “eliminating poverty” is false and misleading—and a public
relations trick at the expense of poor people.

. THE POVERTY LINE AND WELFARE RIGHTS

People who understand about poverty lines have a responsibility to tell other
people—to tell them what they really mean, and what they do not mean.

When members of the National Welfare Rights Movement gathered in Wash-
ington in February, 1967 to draw up legislative proposals for the 90th Congress,
they refuse to use the false Economy Poverty Line as their standard for ade-
quate welfare grants. In their proposals they demanded that welfare grants
be raised to the Low-Income Poverty Line.

It is an important difference.
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THE TYPICAL AMERICAN VIEW OF "WELPARE" IS A TANGLE
OF ERROR AND FANTASY.

THE PURPOSE OF THIS BOOKLET IS TO PRESENT IN GRAPHIC
FORM THE FACTS ABOUT AMERICA'S PUBLIC ASSISTANCE SYSTEM.

TABLE 1: In all states public assistance levels
are far below our government's own definition of
poverty. Thus, public assistance guarantees the
poverty of over 8 million Americans--cver one-
fourth of the poor in the United States,

- TABLE 2: Total public assistance expenditures
are decreasing in proportion to the national in-
come,

TABLE 3: Public assistance payments lag behind

the rest of the economy. The gap between the
living standards of public assistance recipients
and the rest of the population is rapidly growing.
In the last 15 years personal income in the United
States has risen more than 100% (see table 2).
Public assistance levels, however, have risen less
than 25% for children and less than 30% for the
aged,

TABLE 4: Over 954 of all public assistance re-
cipients in federally-supported programs are not
capable of self-support because of old age, child
care responsibilitles, permanent and total dis-
&bllity, or blindness.

TABLE 5: Public assistance expenditures in most
of the states bear little or no relationship to
the state's financial resources or the nation's
fiscal ability.

TABLE 6: There 1s no national standard for public
asslstance payments. Assistance levels vary dras-
tically from state to state without regard to the
needs of people. In Mississippl most dependent
children receive less than 304 per day for food,
shelter, clothing, and medical care.
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TABLE 7: Throughout the nat%pn dependent chil-
;’ dren receive 459 to 75% less assistance than other
reciplents in federally-supported programs.

TABLE 8: The overwhelming majority of America's
7% million poor are denied any assistance whatso-
ever. Many federal and state regulations (such

as lifetime disablility or state residence for 5

of the last 9 years) deny assistance to literally
millions of desperately needy Americans. Millions
of needy chlldren and adults are denied assistance
because an unemployed or under-employed man has re-
mained with his family. Moreover, a majority of
those who are eligible for assistance under the
law do not receilve any assistance at all as a re-
sult of arbitrary administrative actions to mini-
mize expenditures.

OUT OF THESE CONDITIONS, a new movement has been
born: THE WELFARE RIGHTS MOVEMENT,

Your understanding and support is needed.

o

Dr. George A. Wiley, Director
Poverty/ Rights Action Center

Except as noted, all statistical material and
statements in this pudblication are drawn from
public records of the U,S, Dept. of Health,
Education, and Welfare, the June 29, 1966,
Report of the Advisory Councll on Public Welfare
(appointed by the Secretary of Health, Education
and Welfare at the direction of Congress), and
the U.S, Bureau of the Census.

Edited by £dwin A, Day, Assoclate Director for
Research
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Public assistance payments are so low and so
uneven that the Government is, by its own stan-
dards and definitions, a major source of the
poverty on which it has declared unconditional
war.

WELFARE 1S POVERTY

The national average provides little more than half the amount
admittedly required by a family for subsistence; in some low-income States,
it’is less than a quarter of that amount. The low public assistance pay-
ments contribute to the perpetuation of poverty and deprivation that extends

into future generations.
- + HEW Advisory Council on Public Welfare

June 29, 1966.

$6,146
MEDIAN
INCOME $8,288
URBAN Average Annual Incomes
U.S. 1960 | MEDIAN
INCOME
us. 1380 For the United States and Aid to Famities with

Dependent Children (AFDC) Welfare Families

. POVERTY LINE
ANNNNLOOSRINRANTNNLANRRIRRARIRORERNEREREND
$3,150
POVERTY
LINE
FAMILIES
U.s. 1958 $2,489
HIGHEST
STATE
AVER. $1,758
AFDC
RY. 1368 | AVER.

AFDC
U.S. 1986
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o

FISCAL EFFORT FOR PUBLIC ASSISTANCE

The total personal income in the United States from all sources
has risen steadily since 1950. The aggregate personal income
which was $228.5 billion in 1950 had more than doubled by 1965,
when it reached $530.7 billion.

GROSS NATIONAL PRODUCT AND PERSONAL INCOME
BILLIONS OF DOLLARS

1,000
800
600
Growth
400
PERSONAL
INCOME
200 -
1950 's1 's2 '3 54 55 56 ST 58 59 60 61 ‘62 ‘63 M4 ',’65
. .. And
PERCENT OF PERSONAL INCOME SPENT ON PUBLIC ASSISTANCE
PERCENT
% OF PERSONAL
INCOME FOR PUBLIC
ASSISTANCE N
Decline

1950 51 '52 '53 34 'S5 'S6 ‘57 'S8 'S59 ‘60 ‘61 '62 ‘63 64 '65

Tt must be noted, while actual dollar costs have risen,
public welfare expenditures have decreased asia percentage |

1
of national personal income and gross national product.
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MAJOR CAUSES OF NEED AND DEPENDENCY
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PUBLIC ASSISTANCE RECIPIENTS
" DISABILITY - 1,512,000

(JUNE 1965}

01D AGE 2145000

/ ~a—— Father unemployed (AFDC)
ABSENCE OF PARENT - 2,863,000

Possibilities for Self-Support

An examination of present caseloads highlights the fact that most
public welfare recipients, with the exception of the children and the younger
adults, cannot realistically be expected ever to become self sustaining.

For most public assistance recipients, complete self sufficiency is not
an immediate practicable goal.

HEW Advisory Council on Public Welfare.
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STATE FISCAL ABILITY

AND FISCAL EFFORT

FOR PUBLIC WELFARE

That there are fifty-four varieties of public assistance systems would
not be so serious if the resylting programs were adequate to meet need and
‘equitable throughout all local jurisdictions. Almost without exception,
however, public assistance recipients live in poverty even while they receive
assistance.

The high degree of reliance on State-local capacity, effort, and, to
some extent, willingness to finance the public welfare program has been the
major factor holding back development of adequate Nationwide programs.

CURRENT FORMULAS for Federal financial participation provide an
inadequate base for achieving the twin goals of adequate and comprehensive
public welfare programs:

The formulas do not take sufficient account of State fiscal ability
and effort to finance adequate and comprehensive programs..

The hope that there would be equitable and adequate public wel-
fare programs in all States as a result of Federal legislative action without
- mandatory provisions has not been realized. Some 30 years of experience
in leaving the implementation of public welfare programs largely to the fiscal
ability and willingness of the State demonstrates that inequities among the
States, between programs, and most important between groups of recipients,
will persist if the Federal Government does not assume a stronger leadership

role.

HEW ' Advisory Council on Public Welfare
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PUBLIC ASSISTANCE PAYMENTS.

National Program?
AVERAGE MONTHLY PUBLIC ASSISTANCE

Basic Social Guarantees? PAYMENT PER RECIPIENT

JUNE 1965

Federal-State Cooperation? [EXCEPT FOR GENERAL ASSISTANCE,
INCLUDES VENDOR PAYMENTS FOR MEDICAL CARE)
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Federal participation in a nationwide program of public assistance
payments that are grossly inadequate and widely variable not bnly perpetu-
ates destitution and intensifies poverty-related problems but also contradicts
the Nation’s commitments to its poor.

Standards of assistance and average payments are not only low;
they vary widely from State to State, as evidenced in the range of average pay-
ments in March 1966 for a dependent child from a low of $8.71 a month
to a high of $52.28; and for an aged recipient from a low of $40.92 to a
high of $123.16. Should a child or an aged person be considered more
important in one State than in another?

A guarantee which is not sup-
ported by adequate nationwide requirements and
financing is—in the realities of modern America—
no guarantee at all.

HEW
Advisory Council on Public Welfare

AID TO THE PERMANENTLY GENERAL
AND TOTALLY DISABLEL AID TO THE BLIND ASSISIANCE
DOLLARS OOLLARS . DOLLARS
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CHILD WELFARE ?

The vitality of any
society can be measured by the way it treats the
children on whom its own future health depends.
Adults who in childhood have failed to receive
the physical and emotional nourishment neces-
sary for their own best development become, in
their turn, inadequate parents, poor citizens, and
economic misfits, incapable of the adaptations
required by our technological society.

HEW Advisory Council on Public Welfare
Among the-needy groups, children have suffered most from lesser Federal financial support.

CURRENT FORMULAS for Federal financial participation provide an
inadequate base for achieving the twin goals of adequate and comprehensive
public welfare programs:

The formulas provide more favored Federal financial support for
some than for other groups of needy people. Children are the
most disadvantaged.!

As a result, while public assistance programs are rarely adequate for any
needy group aided, the program likely to be most inadequate—often grossly
-inadequate—is Aid to Families with Dependent Children.

* Maxi bji to Federal sharing: for children and parents—$32
(AFDC) ; for aged, blind, and disabled—$75.

An examination of public assistance medical care programs shows
clearly that they have not provided adequately for financing health and
medical care for the neediest of all children—those who are dependent on .
public assistance. In 1965 more tha 1 $1.3 billion were spent on all public
assistance medical care. Yet, the AFDC program, whose recipients com-
prise 60 percent of the entire assistance caseload, received only 12 percent of
the medical benefits, and 10 States did not proyide any vendor medical care
programs at all for such children.
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“. . . present provigions and practices are tragically allowed to
continue discrimination against those most rejected and most in
need of special attention as part of the least visible, most helpless,
and hopeless of the poor.”’

STATE LIMITATIONS
FEDERAL PROVISIONS EXCLUDE

RESIDENCE REQUIREMENTS MANY OF THE NEEDY
ADMINISTRATIVE METHODS A

Today, lack of Federal provision for large groups of needy people, plus fur-
ther limiting requirements for groups that are included, prevent many of
the most destitute from receiving needed assistance.

Many needy people do not receive assistance under programs pro-
vided for them by Federal law because the State in which they reside does
not participate fully in available programs.

Among the poor not being helped by any federally-aided public
assistance program are:

most needy children living with. both parents or someone other
than a close relative;

many children in need because of the unemployment of a parent;

needy otherwise eligible persons who have not resided in a par-
ticular State for a specified period of years;

persons rapidly losing their vision but not yet blind enough to
qualify for assistance for the blind.

needy disabled adults who are not both permanently and totally
disabled ;

needy mothers who are employable but for whom no jobs are
available;

most needy adults under 65 years of age who are unemployed or
unable to earn an adequate income;
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A
: It is widely known, for example, that
nearly 8 million persons (half of them white) now subsist on
welfare, but it is not generally known that for every person
on the rolls at least one more probably meets existing cri-

teria of eligibility but is not obtaining assistance. The average monthly total of New York

City residents receiving assistance in 1959 was 325,771, but
according to the 1960 census, 716,000 persons (unrelated
or in families) appeared to be subsisting on incomes at or
P"Foggs"gl?# below the prevailing welfare eligibility levels (e.g., $2,070
o for a family of four). In that same year, 539,000 people

GROUP subsisted on incomes less than 80 per cent of the welfare
RECEIVING minimums, and 200,000 lived alone or in families on in-
PUBLIC comes reported to be less than half of eligibility levels. Thus
ASSISTANCE it appears that for every person on welfare in 1959, at least
one more was eligible.
Richard A. Cloward  professor of so-
cial work at Columbia University.
2.
IN POVERTY
34 Million

RECEIVING PUBLIC
ASSISTANCE
7.4 Million

Under the public assistance titles of the Social Security Act, F ederal
aid is authorized to assist States, as far as practicable, to provide financial
assistance, medical care, and appropriate social services only to specified
categories of needy people: the needy aged, the blind, the permanently and
totally disabled, and certain needy families with dependent children. No

one else, however destitute, can quahfy for financial assistance or other wel-
fare services.
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“One of the greatest obstacles to the improvement
and expansion of public assistance and public welfare
s the lack of understanding and support among com-
munity leaders and informed citizens. Many citizens
who are otherwise interested in educational, chari-
table and civic matters simply turn their backs on
public assistance . . . '
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What Is The National Welfare Rights Organization ?

THE NWRO IS A NATIONWIDE ORGANIZATION OF WELFARE RECIPIENTS and other
poor people. It is made up of affiliated local welfare rights
organizations fr:m coast to cocast. At present there are over 100
affiliated local groups in 26 states, and another 100 local groups in
various stages of formation and affiliation.

THE NWRO IS A MEMBERSHIP ORGANIZATIUN. There are presently over 5000
dues paying members (families), and the NWRO directly represents the
over 20,000 welfare recipients in these households. The majority of
its members are families receiving Aid-to Families with Dependent
Children.

MOST NWRO GROUPS ARE LOCATED IN THE GHETTOS AND BARRIOS of major U.S.
cities, but there are also groups located in rural areas of the South,
Appalachia, and the Mid-West. NWRO includes substantial numbers of
low-income whites, Puerto Ricans, and Mexican Americans, as well as
Negroes in its membership.

How Did The NWRO Come Into Being ?

OVEK THE PAST SEVERAL YEARS welfare recipients in communities around
the country have been organizing to protect themselves against the
injustices of welfare, and to seek ways to help themselves and to
change the welfare system.

IN MAY, 1966, THE POVERTY/RIGHTS ACTION CENTER was formed in Washing-
ton, D.C. and began contacting local welfare rights groups, supporting
Tocal organizing, and encouraging cooperative action among the groups.

SEVERAL NATIONAL MEETINGS AND WORKSHOPS were held and a National
Coordinating Committee of Welfare Rights Groups was formed. On June
30, 1967 a major nationwide demonstration for welfare rights was

held, with over 5,000 recipients in 40 cities uniting under the common
banner of the National Welfare Rights Movement.

AUGUST 25-28, 1967 THE FIRST NATIONAL WELFARE RIGHTS CONVENTION was
held in Washington, D.C. More than 300 delegates of local WRQO's
attended. A constitution establishing the National Welfare Rights
Organization was written and adopted, national _officers elected, and
a pltatform of goals agreed upon.
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7!
What Are The Goals Of The NWRO ?

NWRO's GOALS ARE: jobs or income now--decent jobs with adequate pay
for those who can work, and adequate income for
those who cannot work.

1. ADEQUATE INCOME: A system which guarantees enough money for all
Americans to live dignified lives above the level
of poverty.

2. DIGNITY: A system'which guarantees recipients the same full freedoms,
rights and respect as all Americzn citizens.

3. JUSTICE: A fair and open system which guarantees recipients the
full protections of the Constitution,

4, DEMOCRACY: A system which guarantees recipients direct participa-
tion in the decisions under which they must Tlive.

How Is The NWRO Organized ?

THE NWRO'S TOP POLICY-MAKING BODY is its annual National Convention
made up of locally elected delegates from each affiliated group.
Between conventions the NWRO is guided by its National Coordinating
Committee which consists of the National Officers, elected at each
convention, and one representative from each state with affiliated
local WRO's, selected by the local groups.

THE POVERTY/RIGHTS ACTION CENTER SERVES as the NWRO National Head-
quarters. The Center is a private, independe,t non-profit organiza-
tion, directed by Dr. George A. Wiley, who formerly served as
Associate National Director of CORE.

THE NATIONAL HEADQUARTERS PUBLISHES the twice monthly NWRO National
Welfare Leaders Newsletter, and other informational materials and
pamphlets on welfare rights. The Headquarters assists local groups
with research, legal backup, and organizing help.

Who Can Become A Member ?

INDIVIDUALS BECOME MEMBERS OF THE NWRO BY JOINING AN AFFILIATED LOCAL
welfare rights organization. To affiliate with the NWRO, local groups
must have at least 25 members, a majority of whom must be current
welfare recipients, and the rest immediate past recipients, or low-
income persons, with no more than 10% "other" persons. The group must
be an independent group, or if part of a larger organization, able to
function independently with regard to welfare rights issues.

OTHER PERSONS WISHING TO SUPPORT the welfare rights movement may
become members of a "Friends of the Welfare Rights Movement" group,
now being formed in iocal communities in cooperation with the NWRO
Headquarters.,
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How Is The NWRO Financed ?

AEMBERS OF LOCAL GROUPS PAY $1,00 as a joining fee with $1.00 per month
dues recommended. Most of this money stays with the local group, with
small portions going to the support of citywide, statewide, and
national headquarters.

HONEVER, THE NATIONAL HEADQUARTERS AND LOCAL GROUPS DEPEND on contri-
butions from private individuals, churches, unions, social worker
groups and other friends as a major source of financial support. The
National Headquarters also obtains some funds from foundation grants,
and sales of the NWRO Newsletter, informational pamphlets, and greeting
cards.

YOUR SUPPORT AND CONTRIBUTIONS ARE NEEDED AND WELCOMED!!!

How Can | Obtain Additional Information ?
Furtﬁer information can be obtained by-céntacting:

POVERTY/RIGHTS ACTION CENTER, Headquarters
National Welfare Rights Organization
1762 Corcoran St., N.W. Washington, D.C. 20009
"Telephone: (202). 462-8804

ADDITIONAL NWRO PAMPHLETS AVAILABLE FROM NATIONAL HEADQUARTERS:

"How to Link Up with the National Welfare Rights Organizaton"”
"A Brief History of the National Welfare Rights Organization"
"How to Start a Local Welfare Rights Organization™
"Welfare--Guaranteed Poverty"

Officers of the NWRO

CHAIRMAN: Mrs, Johnnie Treasurer: Mrs, Marian Kidd,
Tillmon, Los Angeles Newark, New Jersey

First Vice-Chairman: Rec. Sec.: Mrs, Edith Doering,
Mrs. Etta Horn, D.C. Columbus, Ohio

2nd Vice-Chairman: Mrs. Corres. Sec.: Mrs. Dorothy
Beulah Sanders, N.Y.C. DiMascio, Rochester, N.Y.

3rd Vice-Chairman: Mrs, Financial Sgc.: Mrs, povje
Carmen Olivo, N.Y.C. Coleman, Chicago, I1linois

Sargeant-at-Arms: Mrs., Alice
Nixon, Pittsburgh, Penn.
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Nationwide N w R 0 DEMANDS

WELFARE
R IGHTS for the

Qrzanization POOR PEOPLES
CAMPAIGN

I. ?EPEAL OF THE WELFARE SECTIONS OF THE 1967 SOCIAL SECURITY AMENDMENTS
PUBLIC LAW 90-248 "ANTI-WELFARE LAW')

This law 1s the most regressive and racist piece of social legislation in the his-
tory of the country. Directly or indirectly, it affects the majority of residents
of the ghettos and barrios of our country.

A. It freezes federal funds for millions of needy children who are desperately
poor but presently_receiving no public assistance.

B. It forces mothers to leave their children and accept work or training or be cut
off welfare and have their children taken away from them.

C. It seriously restricts thé program of aid to children of unemployed fathers.

D. It encourages welfare departments to further coerce and intimidate poor people.

IT. A NATIONAL GUARANTEED MINIMUM INCOME OF $4,000 FOR EVERY AMERICAN FAMILY,
Four thousand dollars per year for a family of four (with $500 per person adjust-
ments for more or fewer family members) would be a minimum to raise families out
of poverty.

The Guaranteed Minimum Income should also:

A. Provide annual cost of living adjustments.

B. Be administered by a simple affidavit, similar to the income tax.

C. Include a work incentlve allowing familles to keep all earnings up to 25% of
their guaranteed minimum income and some portion of additional earnings.

I11. FEDERAL FUNDS FOR IMMEDIATE CREATION OF AT LEAST THREE MILLION JOBS FOR MEN

There 1s a desperate need for Jjobs in the ghettos for men to permit them to assume
normal roles as breadwinners and heads of families.

These job programs sgshld:

A. Focus on building critically needed low income housing and-community facilities
in the ghettos.

B. Contribute manpower to extend vital human services such as health care, educa-
tion and community organization.

C. Give first preference to contracts with organizations controlled by poor people.
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The chionol Welfare Rights Organization

THE NWRO IS A NATIONWIDE ORGANIZATION OF WELFARE RECIPIENTS AND other
poor people. It is made up of affiliated 1local welfare rights
organizations from coast to coast. At present there are over 100
affiliated local groups in 26 states, and another 100 local groups in
varlous stages of formation and affillation.

MOST NWRO GROUPS ARE LOCATED IN THE GHE''TOS AND BARRIOS of major U.S.
citles, but there are also groups located In rural areas of the South,
Appalachia, and the Mid-West. NWRO includes substantial numbers of
low-income whites, Puerto Ricans, and Mexican Americans, as well as
Negroes in 1ts membership.

NWRO's GOALS ARE: Jobs or income now--decent jobs with adequate pay
for those who can work, and adequate income for
those who cannot work.

1. ADEQUATE INCOME: A system which guarantees enough money for all
Americans to live dignifled lives above the level
of poverty.

2. DIGNITY: A system which guarantees reciplents the same full
feeedoms, rights and respect as all American
cltizens,

3. JUSTICE: A failr and open system which guarantees reciplents the
full protections of the Constitution.

4, DEMOCRACY: A system which guarantees recipients direct participa~
tion in the decisions under which they must 1live.

CHAIRMAN: Mrs. Johnnie
Tillimon, Los Angeles

first Vice-Chairman:
Mrs. Etta Horn. D.C.

3rd Vice-Chairman: Mrs.
Carmen 0livo, N,Y.C.

kec. Sec.: Mrs. Edith
Doering, Columbus, Ohio

Financial Sec.: Mrs, Dovie
Coleman, Chicago, Illinois

FURTHER INFORMATION CAN BE

OBTAINED BY CONTACTING:

EXECUTIVE DIRECTOR:
Dr. George A. Wiley

2nd Yice-Chairman: Mrs.
Beulah Sanders, N.Y.C.

Treasurer: Mrs. Marian Kidd,
Newark, New Jersey

Corres. Sec.: Mrs. Dorothy
DiMasclo, Rochester, N.Y,

Sargeant-at-Arms: Mrs, Alice
Nixon, Pittsburgh, Penn.

NATIONAL WELFARE RIGHTS ORGANIZATION
HEAGQUARTERS: POVERTY [ RIGHTS ACTION CENTER
1762 COIQO!‘AN sT, N.W.: WASHINGTON, D.C. 20009, (202) 462-8804
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REPORT OF THE
NATIONAL ADVISORY COMMISSION
ON CIVIL DISORDERS

THE WELFARE SYSTEM

The Commisison believes that our present system of public
assistance contributes materially to the tensions and social
disorganization that have led to civil disorders.

Our present system of public welfare is designed to save
money instead of people, and tragically ends up doing neither.

This system has two critical deficiencies:

Fifst, it excludes large numbers of persons who are in great
need, and who, if provided a decent level of support, might
be able to become more productive and self-sufficient. No fed-
eral funds are available for millions of men and women who
are needy but neither aged, handicapped nor the parents of
minor children.

Second, for those included, the system provides assistance
well below the minimum necessary for a decent level of ex-
istence, and imposes restrictions that encourage continued de-
pendency on welfare and undermine self-respect.

A welter of statutory requirements and administrative prac-
tices and regulations operate to remind recipients that they
are considered untrustworthy, promiscuous and lazy. Resi-
dence requirements prevent assistance to people in need who
are newly arrived in the state. Regular searches of recipients’
bomes violate privacy. Inadequate social services compound
the problems.
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The Commission recommends that the federal government,
acting with state and local governments where necessary, re-
form the existing welfare system to:

o Establish uniform national standards of assistance at least as
high as the annual “poverty level” of income, now set by the
Social Security Administration at $3,335 per year for an urban
family of four.

® Require that all states receiving federal welfare contributions
participate in the Aid to Families with Dependent Children—
Unemployed Parents program (AFDC-UP) that permits assist-
ance to families with both father and mother in the home, thus
aiding the family while it is still intact.

o Bear a substantially greater portion of all welfare costs—at least
90 percent of total payments.

® Increase incentives for seeking employment and job training, but
remove restrictions recently enacted by the Congress that would
compel mothers of young children to work.

e Provide more adequate social services through neighborhood
centers and family-planning programs.

® Remove the freeze placed by the 1967 welfare amendments on
the percentage of children in a state that can be covered by
federal assistance,

o Eliminate residence requirements.

As a long-range goal, the Commission recommends that the
federal government seek to develop a national system of in-
come supplementation based strictly on need with two broad
and basic purposes:

® To provide, for those who can work or who do work, any neces-
sary supplements in such a way as to develop incentives for
fuller employment;

e To provide, for those who cannot work and for mothers who
decide to remain with their children, a minimum standard of
decent living, and to aid in the saving of children from the
prison of poverty that has held their parents.



568

THE NEW YORK TIMES

MARCH 1, 1968

Painel on Civil Disorders Calls for Drastic
Action to Avoid a Two-Society Nation

RIOT GENESIS SEEN N WHITE RACISM

By JOHN HERBERS'
- Special to The New York Times -
-~ WASHINGTON, Feb. 29—The
President’s. National Advisory
Cominiission on_Civil Disordets'
gave this warning to Americans,
tonight: “Our nationi-is moving
toward two societies, one black,
" one- white—separate. and un-
"equal.” - L .
: Unless diasfic and costly
remedies are begun at once, the'
" commission said, there will be
.a “continuing polarization of
the American community and,

ultimately, the - destruction of |

basic democratic values.”

The commission said “white
racism” was chiefly to blame’
for the cxplosive conditions
“that sparked riots in American
cities during theé Iast few sum-
mers.
a policy of separatism now ad-
"vocated by many black mili-
tants .‘“can only relegate Ne-
groes to a permanently inferior
economic state.”

As for the civil dlsoraers that
-ravaged American cities - last
summer, the commission said
they “were not caused by, nor
were they the consequences of,
any - organized _planV or ‘con-
Spiracy.””

Broad Proposals

The panal made swcepmg
recommendations - at- Federal
and local levels in law enforce-
.ment, weclfare, employment,
education and the news media.
It made no attempt to put a
price tag on.these recommenda-
tions, but they' go far beyond
isocial programs that are now in
trouble in Congress because of
a tight. budget. They would cost

But it also warned that |

many billions of dollars.

.Drive . for- Jobs Asked

. The foiiowmg swere amonﬂ
he comimission’s scores of .rec-
ommendations . for = bringing
about equality and integration:
- QA revamping of the - welfare

| system, with the Federal . Gov-

ernment assuming a much high-
er .percentage of the cost—up-
to; 90~ ';ier cent—and with
‘changes in administration that
would help’ to hold families_ to-

] gcther

§Immediate action to create
-2 million néw. jobs, 1 million by
the state, local--and Federal
governments and 1 million by
private industry. -

GFederal subsidv’ of on- the-
job training for hard-cere. un-
cmployed “by contract or by.
tax credits.” - .

QLong-range approach to a
“guaranteed minimum income"
for all Americans through a
“basic allowance” to individuals
and families.

€Bringing 6 milhon new and
existing dwellings within reach
of low and moderate ‘income
families in the next five years,
starting with 600,000 next year.

“Reaction to last summer’s
disorders had quickened the
movement and deepened the di-
vision,” the commission said.
“Discrimination and segregation
have long. permeated much of}
American life; they now threaten!
the future of every American.”

But the movement can be re-
versed, the commission said.

" “The vital needs of the na-

.tion must be met,” the com-

mission said. ‘“Hard choices
must be made, and, if neces-
sary, new taxes enacted.”

The report has deep political
imphcatiom The commission
is advocating that the nation
go much further than the Pres-
ident has recommanded in seek-.
ing new social legislation. It
comes at a time, too, when the
.nation is deeply involved in the
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war in Vietnam and there have
boen reports that the President
might send in additional trocps.
further increasing the cost of
the war.

-

"Ccnzress has-heén reluctant
to- in¢rease: demestic programs
while the war.is drammg S0
much cf the nation's resources
—8§2-billion a month..

But the thrust- of the com-
mission’s report is that the na-
tion cannot afford to continue
on its present. domestic course,
even if° new sacrifices are
needed

. The . ll-member commisslon,—
headed by Gov. Otto Kerner of
‘Ilinois, was appointed by Presi-
dent -Johnson. last July 27 to
find- the ‘causes of urban riots
and recommend ~solutions.

‘Its.- report amounts to -a
stinging indictment of the white
scciety for its isolation and
neglect of the Negro minority.
Its pages are filled with find-
ings to bear this out.

“Segregatlon and  poverty have
created in the racial ghetto a
destructive environment totally
unknown to most white Ameri-
cans,” the commission said,
“What white Americans have
never fully understood—but’
what the Negro can never for-
get—is that the white ‘society
is deeply implicated in the
ghetto. White instittuions cre-
ated it, white institutions main-
tain it, and white society con-
‘dones it.”

The report was consndered
remarkable in that it was chief-
ly the work of white, middle-
class Americans, several of
them politicians with white
constituencies. Most of the.
commission members are known
as moderates.

Some, however, said they
were shocked by the conditions
they had found in Negro slums
during their seven months of
work. Some believed at the out-
set that because of the extent
of the rioting there was bound
to be some conspiracy involved, *
some plan for rioting that had
been carried out.

But the most exhaustive in-

vestigations could find no evi-.

dence of this, the report indi-
cated, even though it was clearly
cstablished that black militants
nad created a climate for riot-
ina in their calls for violence.
What the . commission found
over and over was evidence of
white prejudice or ignorance
that had led to Negroes being
crowded into the inner city un-
d2r a “‘destructive environment.”

“'Large-scale and continuing
violence could result,” the
group said, “followed by white
retaliation, and, ultimately, the
separation of the two commu-
nitles in a garrison state.”

But the commission said
‘white racism is essentially re-
sponsible for the explosive mix-
ture which has been accumulat-
ing in our cities since the end
of World War IL.”

Police Are Warned

The commission also warnec
that “there is a grave danger
that some communities may re-
sort to the indiscriminate and
excessive use of force.” It
went on:

“The commission condemns
moves to equip police depart-
ments with mass destruction
weapons, such as automatic
rifles, machineguns 'and tanks.
Weapons which are designed
to destroy, not to control, have
no place in densely populated
urban communities.”

The commission devoted one
section of its report to other
minorities who have worked
their way out of poverty and
segregation and are now ask-
ing why Negroes do not do the
same.

“Today, whites tend to exag-
gerate how well and quickly
they escaped from poverty,” it
said. “The fact is that immi-
erants who came from rural
backgrounds, as many Negroes
do, are only now, after threc
senerations, finally beginning
to move into the middle class.

“Bv contrast, Negroes began
roncentrating in the city less
than two penerations aeo, and
under -much less favorable con-
ditions. -Although some Neeroes
have escaned poverty, few have
b=en ahle to escape the urban
ghetto.”

96- 602 O-68-vol. 11—-9
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Questions and Answers
about the new
ANTI-WELFARE LAW

The Antl-Welfare Bill (H.R. 12080) was signed into law by Presldent
Johnson on January 2, 1968, It 1s now Public Law 90-2148,

Q WHAT DOES THE LAW SAY?

A PL 90-248 is a complicated law with many parts. The most important
things in 1t are:

THE FREEZE= Congress wants to keep welfare rolls from growing.
CUT GRANTS This law tries to "freeze" the number of people on
DENY AID welfare by limiting the number of children the

federal government will pay its share of welfare
for.

Congress wants to make as many mothers as possible
go to work. This law will force many mothers to
accept jobs or training or be cut off welfare,

WORK INCNETIVE
PROGRAM=FORCE
MOTHERS TO WORK

Congress wants to crack down on mothers with 1il-
legitimate children, This law encourages welfare
departments to place more children in foster
homes, take more mothers to court on neglect
charges, and also to track down and harass fathers.

FOSTER HOME
SERVICES=TAKE
CHILDREN AWAY

EARNINGS
EXEMPTION=KEEP
MONEY YOU EARN

To encourage people on welfare to work this law
allows recipient s and their children to keep some
of the money they earn working full or part-time.

Q WHEN WILL THE LAW GO INTO EFFECT?

Each state must change its welfare program to follow this law.
This will take some time. Most of these important parts of the law go
into effect this July--but states may start these programs sooner,
Some states are already beginning to do these  things. now.
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Cut Grants / Deny Aid

o HOW WILL THE FREEZE WORK?

A On July 1, 1968 when the federal govern-
ment stops paying its share of welfare for
all children over the 1limit set in the law
two things will be likely to happen:

1. Welfare Departments will try to "get
tough" about letting any more people on wel-
fare (and they will, of course, also try to
cut people off wherever possible).

2. States will try to cut all welfare
grants to make up for this lost federal money.

Q wHAT ARE MY RIGHTS?

A If your situation stays the same, you
cannot be cut off. All states are required
by federal law and the U.S. Constitution to
treat people equally and anyone who qualifies
for welfare must be alded even if the federal
government doesn't pay its share.

If grants are cut they must be cut for all
children equally.

g WHAT CAN OUR LOCAL WELFARE RIGHTS ORGANI-
ZATION DO ABOUT THE FREEZE?

A Start now to inform people of their right
to welfare when they are in need. Pick a
regular day when your group "sets up a table”
at the welfare department to inform people
who are trying to get help from welfare of
their rights. This is how to stop welfare
departments from illegally denying aid by
using the freeze as an excuse.

Find out who decides how much money recipients
receive in your state. Is 1t the state wel-
fare director? a welfare board? the legisla-
ture? Then plan a campaign to RAISE grants--
this 1s the best way to fight against lower
grants!

Force Mothers To Work

HOW WILL THIS "WORK INCENTIVE PROGRAM"
BE USED TO FORCE MOTHERS TO WORK?

A The welfare department decides if you are
an appropriate mother~ to be forced to work.
All mothers who are to be required to work
are then sent to the local state employment
office. The state employment office decides
if: you should be sent out to a regular job
(any work that 1s available); or put into
some kind of Job tralning program; or if you
need to have a special Job created for you.

Whatever the state employment office decides
you must accept unless you have good cause.

If you refuse then the welfare department
will cut you off. Your children may still
receive ald but their money may only be paid
through someone else or to a foster parent. -

Q wHAT ARE MY RIGHTS?
A Each step of the way you have rights!
You can appeal the welfare department's deci-

sion that you are an appropriate mother to be
forced to work, )

You can appeal the state employment Plan for
your 1f you think it 1s wrong.

You can .appeal if you are finally cut off by
welfare,

Q WHAT ABOUT DAY CARE FOR MY CHILDREN UNDER
THIS PROGRAM?

A Welfare must provide standard quality day
care for your children if they try to get you
into this work plan. You can refuse work or
training if welfare does not provide good day
care for your children.

9 IF I WANT WORK OR TRAINING BUT WELFARE
TRIES TO KEEP ME OUT OF THIS PROGRAM, WHAT
CAN I DO?

A This 1s very important--if you want work
or training you should demand that welfare
provide day care for your children and find
you decent work or tralning or create a Job
for you. This will help other mothers who
feel they should be at home with their child-
ren. But you will need to be organized be-
cause welfare may try to force you to take
bad Jobs or training and you will have to
fight to get what you want.
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WHAT CAN OUR GROUP DO TO PROTECT OUR
MEMBES £ND O7TdER RECIPIENTS AGAINST FORCED
JORK?

A The first time to fight is when your.state
welfare writes up 1ts rules about which-,
mothers are "appropriate" to be forced to:
work. Find out how these rﬂgul“tions are
decided in your state and try to get mothers
with pre-schoo} ‘children or children with
speclal problems“kept out of the program
from the beginn 8.

Secondly, your group must begin to inform

all welfare mothers of their rights: to
adequate day care, to decent work and train-
ing, and especially their right to appeal
what the welfare department decides for them.
i:1g public meetings, door to door street cam-
paigns, to get the word out are very import-
ant.

Third, you can plan pressure to make the wel- _
fare department and employment agercy find
Jobs first for any men who are on welfare and
then for women who want to work. Only after
all these people have decent Jobs should there
be any forcing mothers out of the home,
Getting a group of unemployed men to demand
Jobs right at the employment office where they
are trying to force mothers to work would be

a good action example!

Take Children Away

IF THE WELFARE DEPARTMENT TRIES TO TAKE
MY "CHILDREN AWAY, WHAT ARE MY RIGHTS?

A Your children cannot be taken and placed
in a fostér home agajnst your will without a
court hearing. Youwwhave a right to demand
legal help to flght any attempt to take your
children away from you, If welfare threatens
to cut you off unless you agree to put your
children in a foster home this is an 1lllegal
threat and ycu should make a big issue of it
with your Welfare Rights group backing you up.
You can appeal andsmaybe even thke the welfare
department to coulk over threats and tricks
like this!

. WHAT CAN OUR LFARE RIGHTS GROUP DO
ABOUT THIS FOSTERYOME ISSUE? |

A Your group miggt want to make a big public

1ssue of this t. ng out how welfare pays

to take care of children
than they pay the mother and to show many of
the other problemsewith foster care. Most
social workers, chiatrists and others who
have se«a The pr ems of foster homes will

be on ycur gigg;

. keep the

Money You Earn

Q HOW WILL THIS WORK?

A States may riow let welfare recipients
first $30.00 and 1/3 of the rest of
from any work. States must do this
1969. Some willl od 1t starting in
several months. All income of a
school full time or in school part-.
not working full time may be also

'

earnings
by July,
the next
child in
time but
kept.

Q WRO ACTION ON THIS?

A Your group needs to find out when your
state will adopt thils small but important
benefit.

Other Bad Feat ures

Q WHAT ABOUT OTHER BAD FEATURES OF THE LAW4
A There are at least three other important!
things in the law:

1. Ald to Children with Unemployed Father
in the home 1s made even more difficult to
obtain.

2. The Welfare Department 1s directed to
work more closely with the courts and police. ;
on reporting neglect. '
3. Also, welfare departments are to be -
allowed to make more use of protective and
vendor payments--paying your grant to you S
indirectly through a "guardian" or paying
your rent and bills- instead of giving you :
the money directly. !

Got The Message"

If you haven’'t got the message 1n this law . ?

yet here it 1is once more:

elther welfare recipients and poor people i
will stick together, léarn their rights, '
fight against this anti-welfare program 1

this law will help welfare departments
seek out, attack, and destroy us one by one.
ORGANIZE! FIGHT BACK! '

JOIN YOUR LOCAL WELFARE RIGHTS GROUP!

If there 1s no WRO in your neighborhood. start

one today. For information, write:

National Welfare Rights.Organization §
1762 Corcoran St,, N.W. R

Washington, D.C.



APPENDIX 7
TAX POLICY AND CHILDREN'S ALLOWANCES

By Harvey E. Brazer, The University of Michigan

To many of us the awareness that something less than $15 billion per year
would suffice to eliminate poverty in the United States in a source of both im-
patience and challenge. The impatience arises because the sum involved looks
so small—less than 2 per cent of Gross National Product, about 6 per cent of
total government spending, and about half of the annual cost of pursuing the
war in Viet Nam—relative to the gains to be realized. And the challenge is found
in the recognition that some means must be devised for effecting the required
transfers.

Given one’s impatience, a reading of the recent literature on schemes to al-
leviate or eliminate poverty leads to a sense of frustration, for it seems that
no one plan is capable of achieving the objective at a cost that is not substantially
greater than the so-called “poverty gap.”’ Rather, it appears that the poverty
problem must be approached from several directions by means of an integrated
set of schemes, each of which can be expected to do no more than a part of the
job. The difficulties involved arise, in part, from the fact that poverty stems
from a wide range of causes, including prolonged unemployment, incapacity,
when employed, to earn enough to bring income above the poverty line,” absence
of a male head of family, and incapacity due to age of physical or mental infir-
mity.

But irrespective of why people are poor, their poverty tends to be transmitted
from generation to generation through their children. Thus for at least a very
substantial proportion of the poor our best hope for breaking the poverty cycle
appears to lie in a program specifically aimed at those who suffer the misfortune
of having been born to a family whose income is inadequate to provide the basic
necessities of life. Without these necessities—decent shelter, adequate nutrition
and clothing—provided in an atmosphere and in a manner that encourages
aspirations and rewards effort and initiative, supportive programs in education
and ‘training are likely to be least helpful to those among thé poor and near-poor
who are most in need of help.

The needs of many of the poor may be met by expanding and improving existing
programs under Social Security and categorical assistance. But the position of
poor families with children, especially when there is an employed adult bread-
winner present who is incapable of earning an adequate income, requires a new
program. In our economic system employers are not expected to adjust workers’
compensation to take into account the number of children dependent upon them.
Nor should they be obliged to do so, for the obvious reason that the larger his
family the more difficult would it be for the individual to find and keep a job. And
yet, when earnings of the family head are low the children, unless these earnings
are supplemented, are likely to be caught in the poverty trap.

It is not difficult, therefore, to make a formidable case for children’s allow-
ances and alternative programs designed to achieve the same objectives. Before
examining the tax and broader fiscal policy issues associated with such pro-
grams, however, we should note that any one scheme that is designed to serve
all or part of the needs of a segment of the poor population should meet several
criteria. (1) It should not carry the stigma associated with a “dole” and its
accompanying means test. (2) It should not discourage efforts to earn income.
(3) It should be efficient, in the sense that the portion of the cost attributable
to benefits realized by the non-poor is zero or as near to zero as is compatible

1For a fine summary of the literature see Christopher Green, Negative Tazes and the
Poverty Problem (Washington, D.C. : The Brookings Institution, 1967).
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with our first two criteria. (4) And it should be susceptible of being admin-
istered in a manner that neither involves continued or frequently repeated ques-
tioning of the right of recipients to benefits nor excessive costs. .

These criteria, and the list is by no means meant to be exhaustive, impose
conditions or constraints that should provide some guidance in the effort to
narrow the choices among alternatives. In my examination of the alternatives
I shall examine children’s allowances and very briefly look into a tax credit for
dependent children and the negative income tax.

CHILDREN'S ALLOWANCES

As we all know, the United States is the only major Western nation that does
not have a children’s allowance program. In some countries, such as Belgium,
France, Germany, and Italy, the program is tied to social insurance and financed
through payroll taxes imposed on the employer, whereas in Canada, Sweden, and
the United Kingdom it is unrelated to social security and financed out of general
funds. At current exchange rates monthly benefits per child range from about
$6 to $10. Eligibility generally extends to all children, irrespective of family
income.

Adoption in the United States of a similar program would suggest a monthly
allowance per child under age 18 of about $15, a figure that reflects our higher
level of personal income. This would cost some $12.5 billion per year, of which
almost 80 per cent would go to children in non-poor families. Its net cost, were
benefits to be subject to federal income tax, would be about $10.5 billion.
Financing this cost would entail such alternatives as additions of 1.8 percentage
points to employer and employee social security tax rates or a 3.3 percentage
point increase in all personal income tax rates.

It seems patently clear to me that a program with these dimensions has little
appeal, irrespective of whether it i financed out of income or social security
taxes. It would not go nearly far enough toward alleviating poverty among fam-
ilies with children, it is inefficient in the sense in which that term is used in
our criteria, and its cost is excessively high when viewed against its limited
accomplishments.

But rejection of a children’s allowance plan more or less patterned after that
of Canada and the major nations of Western Europe does not imply rejection
of any. or all such plans. A childrer’s allowance of $50 per month would remove
an appreciable proportion of presently poor families from the ranks of the poor
and, on this score, is appealing. But if it were to be paid to all families its gross
cost would be, at about $42 billion, unacceptably high. And, as in the case of the
$15 allowance, some four-fifths of this cost would be attributable to allowances
paid to non-poor families. The problem, then, is to attach to it provisions that
will serve to concentrate benefits primarily on the poor and near-poor and bring
the net cost down to a feasible level, certainly below $15 billion, while at the
same time not imposing excessively high effective marginal tax rates on earnings
of low-income families.

One means of reducing both the net cost of the plan and reducing the benefits
accruing to middle and higher-income families is the inclusion of family allow-
ances received in taxable income. Although other forms of public transfer pay-
ments, whether or not they are income-conditioned, are now generally tax exempt,
this appears to be ‘the result of a dack of overt policy rather than a part of an
overall plan designed to achieve horizontal and vertical equity under the per-
sonal income tax. Exemption of children’s allowances would be inconsistent
with horizontal equity, for it would favor this source of income relative to
others. Vertical equity, or equity among people receiving different amounts of
income is, at best, a murky concept, but whatever it may mean it is hardly
likely to be advanced by exemption of this form of income. Thus taxing chil-
dren’s allowances would appear to be consistent with tax policy aimed at greater
equity under the personal income tax.

Subjecting a $50 per month children allowance to income taxation would
recoup approximately $7 billion of its gross cost of $42 billion, to bring the net
cost to $35 billion. Its further effect would be to increase the proportion of net
benefits accruing to poor families from 20 per cent to over 25 per cent.

Under present income tax law the taxpayer is permitted an exemption of
$600 for himself and a like amount for his spouse (plus an additional $600 if
either is over 65 and/or blind) and each of his dependents. These exemptions
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serve several purposes. They add a major element of progression to the income
tax ; avoid the administrative and compliance costs that would otherwise attach
to taxing those with very low incomes; recognize that the first $600 per capita
of family income represents little or no capacity to contribute to the support
of government; and they permit recognition of the fact that family size, at all
levels of income, is an element in the determination of taxpaying capacity. What,
if anything, is suggested by the introduction of a children’s allowance for the
role of the presently allowed income tax exemptions?

With respect to the exemption for the taxpayer and his spouse, as well as for
dependents other than children who would qualify for the children’'s allowance,
it seems to me that no change is called for. But the children’s allowance should
be viewed as a substitute for the exemption presently allowed for dependent
children. The effect of this substitution would be to introduce an important ele-
ment of the negative income tax at low levels of income, increase after-tax
income of families and heads of households with taxable incomes of less than
$44,000 and $36,000, respectively, and reduce it for those with higher taxable
incomes. The effect of the suggested change is illustrated, for married taxpayers
with two children at selected income levels, in Table 1.

TABLE 1.—EFFECTS OF CHILDREN'S ALLOWANCE SUBJECT TO TAX AND ELIMINATION OF EXEMPTIONS FOR
DEPENDENT CHILDREN, MARRIED TAXPAYER, 2 CHILDREN

Present law With children’s allowance Increase in
Adjusted gross i after-tax
Tax 1 After-tax Tax! After-tax income
income income
0 0 0 $1,200 $1,200
0 $1, 000 $5 2,1 ,1
0 2,000 200 3,000 1,000
3,000 354 3,84 9
$290 . 692 5,508 79
3 6,397 1,034 7,166 768
1,11 8 1,574 9, 62 749
2,910 17,09 3,490 17,710 620
5,372 24,628 6,135 25, 065 430
12,188 37,812 13,254 37,946 13
34,848 65, 152 36,136 65, 064 —87
88,748 111, 252 90, 258 110,942 —314
207,300 192,700 208, 854 192, 346 —35

1 For simplicity it is assumed that the standard deduction or minimum standard deduction is taken at incomes up to
$10,000 and that itemized deductions equal to 15 percent of adjusted gross income are taken at higher levels of income.
It is further assumed that all of the taxpayer's adjusted gross income is in the form of wages or salary.

As is indicated in the table, the increase in after-tax income effected by the
substitution of the children’s allowance of $50 per month per child for the
dependents’ exemptions pegins at $1,200 when income is zero, is $1,144 when
income is $1,000, and $1,000 when income is $2,000, declining to $740 at an
income level of $10,000, and assumes negative values at the top of the income
range. But the fact remains that elimination of the income tax exemption for
children eligible to receive a children’s allowance reduces the net cost of the
allowance only to about $28 billion and the proportion of net benefits accruing to
the poor is increased only from one-quarter to approximately one-third.

As we have outlined it thus far, therefore, our children’s allowance plan meets
three of our criteria but fails to meet the other one. Benefits would not carry any
stigma ; it offers simplicity in administration; and the increase in marginal tax
rates on earnings is small. However, the cost of the plan is twice as high as
would seem feasible and approximately two-thirds of the penefits accrue to the
non-poor.

If we accept the criterion that is not met as an overriding constraint it is
clear that something more is needed if the very poor are to receive children’s
allowances of as much as $50 per month per child. It is also clear that this
“something more” must involve impinging upon full compliance with our other
criteria.

I believe it desirable to retain the distribution of the allowance to all families.
Otherwise it would be necessary to define and identify the poor at least at yearly
intervals, thus admitting a means test and all that it implies into the scheme.
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Our task, then, is to devise a method for recouping the allowance from those
whom it is not intended to benefit. In effect this suggests a “vanishing allowance,”
one that declines in value to the recipient at a substantially more rapid rate than
can be accomplished simply by substituting the allowance for the dependents’
exemption and subjecting it to ordinary income tax rates. If, however, we are
to retain some differentiation for size of family in tax liabilities, the allowance
should not be permitted to decline to zero.

One way in which this feature can pe built into the children’s allowance plan
is by requiring that the taxpayer add to his tax liability as ordinarily computed
(after including children’s allowances received in income) an amount equal
to an increasing proportion of children’s allowances received as income rises.
In developing the rate schedule to be used for this purpose two objectives conflict.
The more steeply progressive we make it the smaller will be the proportion of net
benefits aceruing to the non-poor and the lower the total net cost. On the other
hand, the steeper the progression the higher are the implied marginal tax rates
on earned income. Clearly any suggested schedule must reflect the author’s
judgment and his own subjective terms of trade betweer minimizing disincentive
effects and maximizing the share of benefits going to the poor while keeping
costs within tolerable limits.

Before setting up an illustrative schedule and testing its impact upon families
at various income levels, a decision must be made as to the concept of income
to which rates are to relate. My own preference is to relate them to taxable
income, including children’s allowance, since this concept presumably reflects
the family’s welfare more precisely than adjusted gross income, because it offers
the advantage of being the concept to which taxpayers are accustomed to applying
tax rates, and because it would give full effect to the progression effected by the
minimum standard deduction and exemptions for taxpayer and spouse. Alterna-
tive concepts of income are ruled out because their use would involve the dis-
advantage of losing the convenient tie-in with the income tax and the gain in
administration and compliance ease that it offers.

1 should propose, therefore, that under the individual income tax children’s
allowances be included in income, that exemptions for children eligible for the
allowance be disallowed, and that taxpayers pe required to add to their tax
liabilities as otherwise computed an amount equal to a proportion of children’s
allowances received.

For convenience and simplicity it might seem appropriate to adopt the taxable
income brackets to which the regular income tax rates apply for purposes of our
schedule of children’s allowance recoupment rates. But these brackets are too
wide to permit avoidance of large increments in these rates. Thus I should prefer
$500 brackets up to $4,000, $1,000 prackets up to $8,000, and use of the regular
income tax brackets thereafter. A suggeted rate schedule is presented in Table 2.

TABLE S.—SUGGESTED CHILDREN'S ALLOWANCE RECOUPMENT RATE SCHEDULE, MARRIED TAXPAYERS !

Taxable income C!i_ildren's Taxable income Children’s
4
Over— But not over— recoupment Over— But not over— recoupment
rate rate
$500 5,000 40
1,000 6,000 45
1,500 7,000 50
2,000 8,000 55
2,500 12,000 60
3,000 , 000 65
3,500 220,000 390
4,000 35| Over$20,0002.___. ... . __._____..__. 390

1 Separate schedules would be required for single taxpayers and taxpayers filing as “‘heads of households.’
_ 2 Atthese levels of taxable income the CARR declines as the individual marginal income tax rate increases, thus avoid-
ing combined marginal rates in excess of 90 percent.

3 Minus marginal tax rate.
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Under this schedule the value of the children’s allowance would range from
$600 per year for each eligible child to $60 at levels of taxable income in excess
of $12,000. At least one obvious difficulty presents itself, however. It enters in
the form of extremely high marginal ‘“notch-rates” that apply when taxable
income moves from near the top of one taxable income bracket to the next higher
bracket. To illustrate, suppose that a taxpayer with two children for whom he
receives allowances has taxable income of $2,499. His children’s allowance re-
coupment rate (CARR) would be 20 per cent and he would add $240 to his tax
liability. If his taxable income rose to $2,501 his CARR would rise to 25 per cent
and his net income would actually fall by $58 ($300—240—2) plus any ordinary
tax payable on his additional $2 of income. This implies a marginal tax rate
of more than 2,900 per cent! This problem might be solved in a number of ways.
One of these is to apply a rate equal to that applicable to the next lower income
bracket plus the increment in rate multiplied by the ratio of the taxpayer’s
taxable income falling within his bracket to the width of that bracket. Thus in
the case at hand the CARR applicable to a taxpayer with taxable income of
$2,501 would be 20 percent plus 500 of 5 per cent, or 20.01 per cent. His effective
marginal CARR would be orly 6 per cent ($.12 on $2) and his combined marginal
tax rate 23 per cent (1746). Thus there is no notch problem.

Assuming again, for illustrative purposes, families with from one to seven
children eligible for the children’s allowance and selected levels of adjusted
gross income, Table 3 offers a ready comparison of the effects of the children’s
allowance on the family’s net income position.

TABLE 3.—NET CHANGE IN INCOME AFTER TAX DUE TO SUBSTITUTION OF CHILDREN'S ALLOWANCE FOR EXEMP-
TIONS, TAXING ALLOWANCES AND APPLYING THE CARR, SELECTED INCOMES AND NUMBER OF DEPENDENT
CHILDREN 1

Numberhqlfddependent Adjusted gross income
children
$0 $1,000 $3,000 $5000 $7,000 $10,000 $15000 $30, 000

$600 $600 $339 $209 $124 $27 $13 —$112
1,200 1,144 618 355 218 39 —45 -~211
1,800 1,674 934 483 289 42 -8l =311
2,344 2,008 1,186 590 315 36 —124 —410
2,874 2,305 1,377 684 313 21 —-129 ~510
3,112 .2,562 1,572 832 304 -3 —226 -610
3,280 2,700 1,710 910 322 —45 —305 —709

1 Computed as per assumptions stipulated in footnote to table 1.

The table clearly illustrates the fact that the net contribution of the children’s
allowance to family income declines both with income and the number of eligible
children in the family. Thus, for example, with two children the benefits decline
from $1,200 when income is zero to just over $600 at an income level of $3,000,
to $355 when income reaches $5,000, and to only $39 at the $10,000 level. Sim-
ilarly, when income is, say $3,000, the net gain begins at $339 for the first child
and decreases to less than $200 for the sixth and seventh child.

That additional children bring declining net benefits may comfort those who
are concerned with avoiding pecuniary incentives for bringing large numbers
of children into the world. More important, in my view, is the fact that the plan
reflects the reasonable assumption that rearing children is an enterprise with
declining marginal costs.

I am not able to pretend to have a precise estimate of the net cost of the
children’s allowance scheme as it has been developed here. My rough estimate
would place the cost at about $12 billion, perhaps one third higher than one
would like to have it. But it seems to me that the plan offers a reasonable way
to achieve the desired objectives while meeting all of the criteria set forth
earher, not perfectly, but at least in very large measure. Obviously modification
is possible and perhaps even desirable. One might wish, for example, to reduce
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the allowance from $50 per month to, say, $40 per month, and to provide a
larger allowance for the first than for second and subsequent children. Both of
these modifications are capable of substantially reducing its cost.

In the general form presented here the children’s allowance would not appear
to offer major administrative difficulties. Its basic features, to the extent that
they relate to the income tax, could be built into the income-tax withholding
system, including, where appropriate, even withholding on children’s allowance
payments alone.

THE Tax CREDIT

An alternative means of achieving the same results as are obtainable under
a children’s allowance may be found in a vanishing tax credit, one that would
be allowed irrespective of tax liability as otherwise calculated, including cases
in which net tax liability would be negative. The credit would replace the exemp-
tion presently allowed for eligible dependents and could be made to decline with
income within a range of, say, $600 to $60 per dependent. In these respects it
would be very similar to the children’s allowance plan outlined in the foregoing
paragraphs. It seems to me, however, that it would present some difficult admin-
istrative problems.

Among these problems is the task of finding a means of providing for distri-
bution of net benefits on a regular monthly basis without requiring people to
declare their expected incomes at the beginning of each year. Underestimates
would give rise to the need to collect appreciable amounts in tax from taxpayers
with low incomes, a task that would involve heavy administrative costs and,
undoubtedly, severe hardship in compliance in many cases. Perhaps these are
not insuperable difficulties, but on balance I am inclined to the view that the
merits of this approach relative to the children’s allowance are unlikely to be
found to be sufficiently attractive to warrant the measures that might be devised
to overcome them.

THE NEGATIVE INCOME TAx

The appeal of the negative income tax lies in its potential capacity to deal with
the problem of alleviating poverty irrespective of the presence of dependent
children in the family. Those plans that have thus far been presented,®> how-
ever, fail to come to grips adequately with many of the problems involved. These
include devising a means of providing regular monthly payments to the poor,
and of avoiding excessively high effective marginal tax rates while at the same
. time providing a meaningful level of benefits, keeping the net cost down to a
feasible level, and confining the benefits primarily to the poor and near-poor.

It appears to me, however, that it would be more than worthwhile to adopt a
limited negative income tax or “negative rates” taxatiom, particularly if it is
regarded as a supplement to a children’s allowance plan. But as a substitute for
or alternative to that plan I find it less than attractive. In fact, of course, the
children’s allowance as outlined above could readily be modified to make it a
“people’s allowance.” As so modified it becomes a general form of negative income
tax; without the modification it is essentially a negative income tax confined to
families with children.

FINANCING CHILDREN’S ALLOWANCES

There is little, in my view, to be said for financing the net cost of the kind
of children’s allowance plan set forth here by any means other than the individ-
ual income tax. The alternative of financing through the social security payroll
taxes is unappealing in terms of equity, since the base is limited to the first
$6,600 of wages and salaries, thus excluding property income and part of the
wage and salary income of higher income taxpayers. It is, therefore, regres-
sive as well as horizontally inequitable. Nor can this means of financing be
justified in terms of any alleged or actual “insurance principle.”

For the calendar year 1965 reported taxable income under the federal in-
dividual income tax amounted to $254.3 billion.* Adding to this sum the amount
of the children’s allowances that would be received by taxpayers and the dis-
allowed exemptions for dependents would raise the total tax base to about $320

2 See Green, op. cit., especlally chapters IV-VIII, and the references cited therein. .
8 [J.8. Treasury Department, Internal Revenue Service, Statigtics of Income, 1965, Indi-
vidual Income Taw Returns (Washington : U.S, Government Printing Office, 1567), p. 8.
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billion. Growth at the rate of 6 percent per year would raise it further to ap-
proximately $400 billion by 1969. On this base financing the net cost of the
children’s allowance plan would require an average increase in tax rates of 3
percentage points. If applied across the board it would mean raising taxes to a
range of from 17 percent to 73 percent. Alternatively, 3 percentage points is
slightly less than one sixth of the average rate of 19 percent applicable to tax-
able income in 1965. Thus another way of attaining the desired revenue objective
would be by raising all rates by about 16 percent, to a range of 16.2 percent to
81.2 percent. Clearly the latter approach is to be preferred if more rather than
less progression is desired.

But if one is to view the prospects for authorization and financing of chil-
dren’s allowances realistically he must take into account existing demands and
pressures on the budget of the federal government. And these are such at present
as to suggest that the best that can be hoped for is that cessation of hostilities
in South-East Asia will release funds and resources in sufficient amounts, not
only to make it possible to finance the plan, but to make it necessary to find
means of sustaining an adequate level of demand in the economy. At this point
in time children’s allowances, hopefully, will stand high among such alterna-
tives as massive tax cuts and sharp increases in other kinds of public expendi-
ture. Clearly it will be far easier to obtain financing out of potentially large and
unwanted federal “full-employment” surpluses than through enactment of
increases in income tax rates. It is essential, however, that those who favor a
meaningful children’s allowance plan develop in full the details and appeal of
that plan, so that they may bé ready to offer it for public and Congressional ap-
proval as soon as the budgetary position of the federal government and the
mood of the Congress become receptive to it.



APPENDIX 8
UNITED STATES COMMISSION ON CIVIL RIGHTS: STAFF REPORTS

Farm Programs

The Cooperative Extension Service and the Farmers Home Administration,
together with the Agricultural Stabilization and Conservation Service (ASCS)
and the Soil Conservation Service, are the major technical and financial as-
sistance agencies of the Department of Agriculture. This briefing paper deals
with the Cooperative Extension Service and the Farmers Home Administra-
tion. The Soil Conservation Service was not treated at the Montgomery hear-
ing and the ASCS is the subject of a separate report by the Alabama State
Advisory Committee to the Commission on Civil Rights, copies of which have
been distributed.

The Extension Service and the- Farmers Home Administration have been im-
portant in increasing the incomes and economic well-being of farmers through-
out the nation. In Alabama and the Blackbelt they have been instrumental in
assisting and financing the transition from cotton to other agricultural enter-
prises. Their services, however, have not benefitted the black poor of the 16
county hearing area.

The Commission on Civil Rights in 1965 studied the Extension Service and
the Farmers Home Administration in its report, “Equal Opportunity in Farm
Programs.” The testimony at the hearing in Montgomery showed that the con-
ditions described the 1965 report are substantially unchanged in 1968.

Cooperative Extension Service

The Commission investigated the Alabama Cooperative Extension Service to
determine whether black farmers are receiving its benefits and whether the Serv-
ice is effective in improving the farming practices and home life of -black
farmers and rural residents.

The Cooperative Extension Service, a joint Federal-State program of the
Department of Agriculture, supplies current information about improvements in
farming and homemaking practices to farmers and rural families, helping
them identify their problems and assisting in devising solutions. At the Com-
mission’s hearing, testimony indicated that (1) the Alabama Cooperative Ex-
tension Service is not meeting the needs of black people—particularly those
who are poor with only a few acres to farm; (2) the services it provides are
racially segregated and unequal in violation of Title VI of the Civil Rights
Act of 1964 ; and (3) the Extension Service discriminates in employment against
black people.

Failure of program to reach low-income people

The work of the Cooperative Extension Service is carried out by the State
Extension Services of the land-grant colleges in each State through a system
of more than 11,000 farm and home agents in almost every county of the United
States. These agents, acting as joint representatives of the Department of Agri-
culture and the land-grant colleges, work with local people on how to apply
knowledge and information developed at the colleges to improve their farm,
home, and community life. Linking the agents to the colleges are subject matter
specialists who keep the agents informed of new agricultural advances and
conduct demonstrations on how this knowledge should be applied.

1 Extension work is financed from Federal, State, county, and local sources. Primarily
the funds are used to employ the county agents and specialists who conduct the educa-
tional programs of the Extension Service, In fiscal year 1967, the breakdown of funds for
Alabama, was as follows: Federal ; $2,585,740 (41.4%) ; State: $2,579,270 (42.09% ) : and
County : $1,035,694 (16.6% ). Hearings of the Subcommittee on Agriculture of the House
Committee on Appropriations ‘“‘Department of Agriculture and Related Agencies Appro-
priations for 1968,” 90th Cong., 1st Sess., PT II, p. 431.

(582)
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In addition, the Extension Service organizes 4-H clubs and home economics
clubs. The 4-H clubs, usually organized in public schools, enroll young people
in projects which provide information and demonstrations on such subjects as
farming and career exploration. The home economics clubs provide women with
information and demonstrations on such subjects as food preparation, family
budgeting and money management, health and sanitation.

The Extension Service programs, however, are not reaching many poor people.
No special plan to reach low income people has been devised in Alabama. Dr.
Fred R. Robertson, the State Extension Service Director, said that there are
some demonstration programs but that they are inadequate because they are
“yastly under-funded.” The failure to reach lowd{income people particularly
affects black people, who in the 16 county hearing area constitute 66 percent of
the rural population and over 87 percent of the rural poor. Common responses
to Commission investigators by black farmers and women were that they had
never seen or had rarely seen Extension agents.

A reason for the Extension Service’s failure to reach low income black farmers
was suggested by Calvin Orsborn, black owner of a cotton gin in Selma and
business manager of the predominantly black Southwest Alabama Farmers Co-
operative Association (SWAFCA). Mr. Orsborn told the Commission that the
inability of many poor black farmers to follow recommended farming practices
stems from their lack of resources to finance the necessary costs.

[We] can determine how many pounds or tons of fertilizer a man needs
or what variety of seeds he needs and all this. And how much insecticide
he needs on his crop. That is all well and good, to tell this man this. But
now, if this man cannot follow recommended practices, if he doesn’t have
the finances and . . . the means to get finances to follow recommended
practices, you are telling him [something that] does no good.

I think Extension realizes this, and if they are short staffed, then why
bother with these little people who can't follow recommended practices
anyway? . . . you're spinning your wheels really, so Extension has to con-
centrate on people who can follow recommended practices so their program
will be successful. . . .

Mrs. Clara Walker, a farmer in Dallas County and an administrative assistant
in SWAFCA, testified that many members “didn’t even know what a soil test
was, they hadn’t heard about it.”

The Department of Agriculture programs has under the Farmers Home Admin-
istration which provide loan funds to farmers to follow recommended practices.
But, as the hearing testimony on the Farmers Home Administration indicated,
the loan programs of the Farmers Home Administration have little impact on
the poorest black farmers. SWAFCA has attempted to remedy this by lending
money to its members so that they can put into practice the recommendations of
SWAFCA'’s field representatives and horticulturists.

Discriminatory and unequal service to Negro farmers

Even when black farmers receive services, they generally are not equal to those
received by white farmers. The inequality stems from the fact that (1) nearly
all visits by white agents are to white farmers and nearly all visits by black
agents are to black farmers, (2) black agents have a much heavier case-load than
white agents, since there are many more white than black agents serving a popu-
lation which is predominantly Negro, and (3) white agents have received better
inservice training than Negro agents and have been able to specialize, while
Negro agents remain generalists.

(a) Racially segregated services—Historically the Extension Service in
Southern States was segregated. Black agents were trained at segregated agri-
cultural schools, occupied separate offices and worked only with black farmers.
families and youth. Title VI of the Civil Rights Act of 1964 prohibited racial
discrimnation in programs receiving Federal financial assistance, and the De-
partment of Agriculture in implementing regulations specifically prohibited “dis-
crimination in making available or in the manner of making available instructions,
demonstrations, information, and publications offered by or through the Coopera-
tive Extension Service.” Nevertheless, the Commission in its 1965 report, “Equal
Opportunity in Farm Programs” made the following finding :

Responsibility for work with Negro rural residents, in counties where
Negro staff are employed, is assigned almost without exception to the Negro
staff and the caseloads of Negro workers are so high as not to permit
adequate service.
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In 1968, the conditions disclosed at the hearing showed that there has been
little change in blackbelt Alabama since the Commission made its finding three
years earlier.®

Staff members in their investigation analyzed activities reports of agents in
12 Alabama Black Belt counties. These reports show services rendered to rural
persons by race in two months (April and October) of 1967. It was found that
91 percent of the office and field visits made by white extension personnel were
made to whites. At the same time, 97 percent of visits to black farmers, rural
families and 4-H youths were made by black agents. Dr. Robertson, the State
Extension Service Director, testified that the Extension Service is “supposed to
work by the demonstration method, and through volunteer leadership.” Service
has “always been on a freedom of choice basis” and “this perhaps is due to
custom and tradition and longevity that you would have a natural inclination by
many Negro farmers and homemakers to request services from people of their
own race.” The Extension Service, however, was racially segregated as a dual
system until 1965 and there is no evidence to suggest that any procedures for a
meaningful choice have been instituted since that time. “Freedom of choice”,
moreover, cannot explain why black agents are assigned to work with 4-H youth
only in black schools and white agents only in white schools. Dr. Robertson
testified that instead of desegregating the 4-H clubs he was waiting for the
schools—now, fourteen years after Brown v. Board of Education, virtually
segregated, with roughly 1.7 percent out of the Negro children in the 16 county
area attending all-Negro schools—to become integrated :

You have to make a choice as an administrator. What you can do to
serve the most good—now, I had the choice to pull out all the 4-H clubs
from the schools and go to a community basis and say, these are going to be
open to 4-H Club meetings and no discrimination—or, in other words, just
let the chips fall where they may.

And the other alternative was to remain in the schools, and as the schools
become integrated, the clubs would become integrated. I chose the latter.

.. . Now the State of Mississippi did [the former], and I think they have
perhaps a fourth as many 4-H Club members. So it is a value judgment as
an administrator, which course to take.

(b) Disparity between case loads of white and Negro agents.—In the twelve
counties studied, there were 46 white extension agents and only 26 Negro exten-
sion agents to serve a rural population of potential recipients of more than 72,000
Negroes and 27,000 whites. In view of the degree of segregation in services, each
Negro agent had a potential workload almost five times that of each white agent.
In Greene County, for example, there was a single Negro male agent for more
than 2,400 Negro farm operators and young men of 4-H club age—potential re-
cipients of extension services—while there were two white male agents for only
approximately 400 white farm operators and young men of 4-H club age. In Hale
County there was a single Negro female agent for nearly 3,100 Negro women and
girls of home economics club and 4-H club age but there were two white female
agents for only 1,100 white women and girls of home economics club and 4-H
club age. Thus if a black person was served at all, it was by a Negro agent who
was overworked; the white person was served by a white agent who had the
time to spend on his problems.

(c) Better inservice training and greater specialization.—Black and white
agents, most of whom have been graduated from segregated land-grant colleges,
may have been equally well trained at the time of graduation. Over the years,
however, black agents have been left out of the information meetings, seminars
and training institutes attended by their white peers, and their land-grant insti-
tutions have received less appropriations for agricultural research than white

2In its 1965 Report “Bqual Opportunity in Farm Programs” the Commission recom-
mended that the President direct the Secretary of Agriculture to end diseriminatory prac-
tices in the Department. In a report on “Progress of Cooperative Extension Service in
Meeting Adverse Findings of the Repont ‘Equal Opportunity; in Farm Programs’ ”, the
Department’s statement on segregated serviee is as follows :

Subject matter assignments are made with increasing frequency on the basis of
agents working in_ their areas of specialty without regard to race. However., with
regard to 4-H and Home FEconomics activities, progress is particularly needed to
ensure that no assignments are made on the basis of the race of the agent or the
clientele. Since consolidation of white and Negro county offices, and the assignment
of staff members on a program or subject matter basis, efforts have been made to
increase the amount of time Negro agents spend in assisting white clientele, and the
amount of time white agents spend in assisting Negroes. (Letter of May 23, 1968, from
Secretary Freeman to Rev. Abernathy In response to requests made by the Poor
People’s March, Attathment D.)
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agricultural schools and therefore have been less able to serve them well. Fur-
thermore, counties generally hired only one black agent and two or more white
agents. The whites were able to concentrate on specialties, such as 4-H work, live-
stock and agricultural enterprises. The black agent, on the other hand, served a
much larger population and had to be a generalist. As a result the black agents,
knowing less than the white agents, have provided less satisfactory service to the
farmers they serve.

The gap in training between white and Negro agents was confirmed by the
State Extension Service Director. Asked whether there would be problems if
Negro agents were told that in the future they should go out and serve white
people and white agents were fold to serve Negroes, Dr. Robertson said it would
be difficult to select which agents should serve those of another race and that if
a Negro were sent out “you might run into trouble on some of the technical infor-
mation in relation to beef cattle or some of the other highly technical subjects.”

(d) Underenrollment of black youth in 4-H Club Projects aimed at furthering
gocial and economic opportunity.—Among the aims of 4-H Projects are giving
young people knowledge of scientific agriculture and home economics, exploring
career opportunities and continuing needed education. These aims, however, are
more fully realized for white youth than for black youth, For example, in Ala-
bama white youth tended to be enrolled in such projects as tractor use, raising
of beef cattle, personal development, career exploration and home management
while black youth tended to be enrolled in such projects as field crops and poultry.
This difference in project emphasis is explained in part by the fact that, follow-
ing “custom,” the Extension Services assigns black agents to service the Negro
schools. The black agents usually do not specialize in the subject areas involved
because historically Negroes have been limited to traditional agricultural activi-
ties and restricted in their opportunities.

3. Discrimination against Negroes in extension service employment

The testimony also disclosed that black people are excluded from significant
positions in the Service. Although twelve of the counties in the hearing area were
predominantly Negro, the State Director, Mr. Robertson, who appoints persons
to the positions of County Extension Chairman and associate chairman, testified
that no black people held these positions because no local governing board—all
of which are controlled by white persons—had ever recommended a black per-
son.® He gave the following explanation :

. . . as you know, we work on a cooperative basis, about 42 percent of our
budget comes from Federal and about 58 [percent] from the State and
county. And over the years we have, and we still think this is a basically
sound idea, to stay with the power structure in order to keep the lines of
communication and the rent coming in.*
Asked whether he would affirmatively suggest to a local governing board that it
recommended a Negro county chairman, Dr. Robertson replied : -

I don’t think this would be a good administrative move, frankly. I don’t
do it because he is a Negro but I have a lot of compassion and feeling for his
effectiveness and his future.

* E * * * *® E

I think you have to recognize the fact to be a county chairman there is a
great deal more than just being a representative of the county. You have to
maintain contact with the technical field, with the land grant universities
and with the business community. And the county people and so forth.

Negro extension workers in the Alabama State Extension office at Auburn are
given titles different from whites although they do the same work. For example,
in 4-H work the black agents are known as 4-H Club Specialists and their white
counterparts are known as 4-H Club Leaders. In home economics work, two
black workers are known as District Home Agents while their four white counter-
parts are known as Associate District Extension Chairmen. In work with
farmers, the two black agents are known as District Farm Agents while their
four white counterparts are known as District Extension Chairmen. Of the 112
employees, only eight—all transferred from Tuskegee Institute in order to com-
ply with the Civil Rights Act of 1964—are black. Black extension workers, re-
gardless of experience, are subordinated to white extension workers.

2 Of the approximately 1,385 county chairmen in the 16 Southern States, none are Negro.
4 The county contribution to Extension work in Alabama averages only about 169 of the
total Alabama Extension Service budget.

96-602 0—68—rvol. II——10
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The Commission’s hearing and investigation also disclosed that the Depart-
ment of Agriculture has not dealt satisfactorily with the matter of eliminating
segregated offices. In Montgomery, a Commission staff member observed that the
black agent and his secretary occupy an office in the Post Office building isolated
from the area where all of the white agents and their secretaries have their
offices. Another incident was described in testimony at the hearing.

When the Sumter County Extension Office was directed to desegregate in 1965,
the black employees were moved from another building into the same building
as the white employees, but their offices were located in another section of the
building. The Chairman of the Sumter County Extension Service, B. B. William-
son, Jr., testified that in 1967 he was ordered by the Department of Agriculture
to desegregate his office. This was accomplished by moving the black secretary
into what had been the storage room and moving the supplies into the office used
by the two white secretaries. The white supervisor of the home demonstration
agents shared her office with a white subordinate, while the subordinate black
demonstration agent was placed in an office by herself. The two white farm
agents also shared an office, while the black agent had an office to himself.

This practice of office segregation not only violates the prohibition of the
1964 Civil Rights Act against discrimination in federally assisted programs, but
it facilitates choices by the whites to seek service from whites and blacks from
blacks. Sumter County had one of the highest rates of segregated service in any
of the counties investigated by the Commission—95 percent of white agents’
time and visits were with whites and 98 percent of black agents’ time and visits
were with blacks.

Farmers Home Adwministration

The Farmers Home Administration was established in 1938 to help small
tenant farmers get out of debt, acquire family size farms, and build decent
homes and communities. The financial and technical assistance provided by
FHA over the years has been an important factor in maintaining the family
farm as a significant part of American agriculture.

‘The Commission discovered, however, that in the 16-county Black Belt region
of Alabama FHA programs have had only a negligible effect on black rural
poverty and that white farmers and rural residents, who represent only 38
percent of the rural population in the 16 counties, receive by far the greater
share of FHA resources. Testimony at the Commission’s hearing also showed
that the loan practices of FHA tend to perpetuate rather than alleviate the
economic dependency of black farmers and rural residents by providing them
primarily with marginal subsistence loans rather than growth and development
loans.

The Commission learned that for Negro farmers agriculture is little changed
from the 1930’s. They continue to plant only a few acres of cotton and some
feed corn. They plow and cultivate with mules and sow, fertilize and spread
insecticides and weed poisons by hand. They mortgage their crops before the
planting season to their landlords and to the Turnishing merchants® for rent,
seed, fertilizer, poisons and rations or cash for subsistence, for which they are
charged six to eight percent interest on the principal and outstanding indebted-
ness. At the end of the harvest they have nothing and often owe more than
they have taken in. Approximately two-thirds of the black farmers in the 16
county area of rural Alabama investigated by the Commission farm less than
fifty acres. Beonomic progress has been made in ‘Southern agriculture, but today
black farmers are not significant in the farm economy of the Black Belt except
as a source of economic exploitation by white landowners, furnishing merchants
and others.

Unequal Participation in FHA Programs

Contrary to the original intent of Congress in establishing the Farmers Home
Administration, poor black farmers in Alabama have benefitted little from FHA
programs.

Much of the capital required to finance the shift from row crops, such as
cotton, to diversified farming. has been provided by FHA at favorable interest
rates. In addition, FHA County Supervisors have been active in encouraging
many farmers to diversify and have provided the necessary technical ‘assistance

S A “furnishing merchant” makes advances of goods to farmers in return for a mortgage
on the farmer’s crop.
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to make the transition a successful one.® But this assistance has mainly benefited
white farmers.

Today only 32 percent of white-operated farms in Alabama are still classed
as cotton farms; 78 percent of Negro-operated farms are so classified. Robert
C. Bamberg, State FHA Director, explaining the role of FHA in financing the
shift from cotton to diversified agriculture, stated that “I expect that we financed
75 percent of the dairymen in Alabama . . .” Dairying was 4 $50 million farm
business in Alabama in 1967, but of the State's 1,400 commercial dairy farms
only 65 were operated by Negro dairymen. The Farmers Home Administration
has helped many farmers with only small acreage to enter the poultry business,
which is Alabama’s number one source of farm income for 1967. But of the
State’s 5,900 commercial poultry farms only 32 are operated by blacks. FHA has
been the single most important source of financing for livestock operations of
all sizes, but less than 4 percent of the black operated farms were considered
livestock farms while nearly one-fifth of the white operated farms were live-
stock operations.

FHA Loan Programs

Generally individual farmers and rural residents obtain five types of loans
from the Farmers Home Administration—operating loans, farm ownership loans,
rural housing loans, emergency or disaster loans and economic opportunity loans.
The loans are made on favorable terms at low interest rates. FHA closely super-
vises the loans by placing funds in supervised accounts, devising a farm-home
plan with the borrower, and furnishing him with technical assistance from FHA
experts in farm management, home construction, livestock management and other
farming practices. This active supervision of high risk loans reduces the rate
of failures and affords the borrower the benefit of FHA management experience.

The testimony of Charles Griffin, a black farmer who farmed all his life on
the plantation of J. H. Hain in Dallas County and who was evicted two years
ago, suggests what FHA could mean to poor black farmers. He and 11 other
black tenant farmers, after great effort, secured economic opportunity loans from
FHA which they used to purchase some acreage. He testified what his first year
of farm ownership meant to him.

. when I was on the Hain place, I was just blind, didn’t know nothing
but work, make it and give it to him, but now if I make anything I know
which way it went, I know what I made and know what it bought and every-
thing. That’s a lot better ; just 25 or 30 years too late. I hope it ain’t though.
I hope I have some more years to live and get some enjoyment out of it.

Black farmers however, are not participating in proportion to their numbers in
FHA loan programs. White farmers and rural residents received the majoity of
FHA loan funds in the 16 county area and a proportion of funds far greater than
the proportion of the population which they represent. Whites in 1966 and 1967
constituted 24 percent of the borrowers but received 57 percent of the funds;’
blacks, who constituted 76 percent of the borrowers, received 43 percent of the
funds.

In the 16 county area, during 1966 and 1967, applications for loans and loans to
black farmers were concentrated in the operating and economic opportunity loan
programs. Of a total of 1,875 FHA loans made to Negroes in this area, 1,565 were
operating or economic opportunity loans. Operating loans consist of advances for
the purchase of feed, seed, and fertilizers. Although these funds can be used to
purchase machinery or livestock, very few of the operating loans made to
Negroes were approved for these purposes. Economic opportunity loans are made
to increase the income-producing capacity of rural residents.’®

6 The Commission’s 1965 Report “Equal Opportunity in Farm Programs” noted :

“A borrower is not left to decide for himself what kind of loan he will request
and receive. The FHA staff plays a vital role in helping him decide the uses to which
FHA funds will be put. . . . When & farmer comes in to apply for a loan, the FHA
county supervisor often takes the initiative, and recommends the acquisition of
additional land, enlarged allotments, off-farm employment, soil conservation assist-
ance, and the use of extension specialists or other educational resources to improve
the economic position of the farmer,” at p. 72.

7 Thus, the situation is substantially unchanged since the Commission, in its 1965
report “Equal Opportunity in Farm Programs”, surveyed 13 Southern Counties (two of
which were Wilcox and Greene Counties in Alabama and found that 33 percent of the
borrowers were white and received 66 percent of the funds.

8 The maximum limit on economic opportunity loans is $3,500 per borrower. The average
economic opportunity loan to Negroes in the 16 county area was $1,506 (the average
economic opportunity loan to whites was $1,712).
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In dollar amounts, FHA loaned $3,034,960 to Negroes in all FHA programs in
1966 and 1967; of this amount $1,958,840 was in the operating and economic
opportunity loan programs. This means that 64 percent of the money loaned to
Negro farmers went for subsistence or marginal developments purposes rather
than for growth and capital improvements. Most of the money loaned to whites
was concentrated in rural housing and farm ownership loans, and thus were for
growth and development.

NUMBER AND TOTAL AMOUNT OF FHA LOANS, 16 ALABAMA BLACK BELT COUNTIES, FISCAL YEARS 1966 AND 1967

White Black

Number Amount Number Amount
Operating. ___ 306 $1,208,220 1,22 $1,493,700

Farmownersh 71 950, 832 53 359,
Rural housing__ _ 184 1,730, 300 155 664, 530
Economic opportunity R 26 43,840 339 465,140
Emergency.. . ... __.__ R 9 41, 660 102 52,150
Total. .. 616 , 3,974,852 1,875 3,034,960

The size of a loan, in part, is related to the ability of the borrower to repay
the loan and those borrowers with larger operations, proportionately more of
whom are white, are more likely to be able to repay larger loans. As State FHA
Director Bamberg explained, “some people have more resources to borrow more
money than others . . . it goes back to this, in many cases our nigger [sic]
population has small acreage. . . . Well, there is a tremendous difference [be-
twee’n] what we would loan to a man who has 170 acres and one who had 2 or
12'!!

The Commission heard testimony that to borrow money, a farmer needs secu-
rity, a history of crop production and some means of repaying the loan. Many of
the black farmers were unable to meet these conditions.

Calvin Orsborn, business manager of the Southwest Alabama Farmers Co-
operative Association, a predominantly black farmers cooperative, testified :

A large segment of our people don’t either have one of these basic re-
quirements. . . . most of these fellows have worked 30 or 40 years in a
plantation type setup. All of the production that they made, everything
that they did for 30 or 40 years, the credit did not go to him, the credit
went to the plantation, which means when this fellow is put off of this place
or when he decides to move he has no history. He can show no basic method
of repaying this loan and he has no security nine times out of ten.

One result is that black farmers must seek credit from furnishing merchants
who have done business with them for many years instead of going to banks or
the Farmers Home Administration. L. R. Haigler, a white furnishing merchant
who does business in Lowndes County, was asked why black farmers came to
him rather than to banks for financing, despite the fact that his interest rates
were higher. He answered :

Well, just been doing business with us so long. I reckon that would  be
the answer. We have been in business down there—my father did this busi-
ness and my grandfather did it. So I just imagine that’s the reason . . .
The banks don’t—wouldn’t go out on a limb like I would, naturally, because
they don’t know too much the history of these people like we do, see.

Rural Housing Loans

The Commission heard testimony that the need for housing for blacks in
rural areas of Alabama is “grave.” More than 90 percent of the rural housing

? Mr. Bamberg—ithe person responsible for administering Farmers Home Administra-
tion programs in Alabama—also operates a 4,000 acre farm in Perry County. He rents
on a share basis to about 25 black farm families, advances them seed, fertilizer, cash
for rations and charges six percent interest on balances through September 1 of each
year. As 'State Director of the Farmers Home Administration he is responsible for ad-
ministering loan programs that provide funds for purposes similar to those for which
he lends money to his tenants and for which the Government charges five percent interest.
Asked whether this practice was inconsistent with his responsibility for administering
programs designed to lift tenant farmers out of the debt cycle Mr. Bamberg stated that
he runs his office by the rules and his farm to make the most money for his family, He
also volunteered to the Commission: “The ‘human kingdom’ is just like the ‘animal
ktl_:_lgdom’. The strong take it away from the weak, and the smart take it away from the
strong.”
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occupied by blacks is substandard. Farm tenant evictions continue to create many
homeless black people in the 16-county area.

In 1966, FHA made rural housing loans to 64 whites and 63 blacks in the 16
counties; blacks received less than half the money loaned to whites. In 1967,
the Farmers Home Administration made 212 rural housing loans in the 16
counties. Whites received 120 of the loans which totaled $1,141,000. Blacks
received loans totaling $440,460.

Reverend Daniel Harrell, who directs a self-help housing project in Wilcox
County, testified that even if FHA loaned all its rural housing money to blacks
it would not help those who need help the most:

Now through Self-Help housing we can reach only a certain group of people.
Because they have to have the ability to repay the loan. And a lot of people
in Wilcox County are not making over $500 a year . . . these people are
left out. . . .
Reverend William Branch of Greene County told the Commission how the black
community drew on its own meager resources to house evicted tenant families
after they were turned down by FHA :

. many of them went to the FHA there in the county to try to secure
some help in building these houses. But, due to the small acreage or the
small lots, and due to having no income whatsoever, they were not approved,
their loan was not approved.

* * * * * * *

And we have spent many, many nights calling people together who already
have land. We couldn’t buy land from the whites, and calling these people
together who had land and we had to sit down and sometimes had to re-
flect on the Scripture saying, “When the Master came,” we said, “When I
was outdoors you took me in, when I was naked you gave me clothes.” And
we used that statement, and we have converted a lot of people who owned
land to be willing to permit those people to either live on their land free
of charge, until they can do better, or sell them a portion of that land.

Discrimination by FHA Committees

All loans made by the Farmers Home Administration are first approved by a
local committee in each county composed of three persons representative of the
rural population eligible for FHA assistance. Negro witnesses stated their belief
that racially discriminatory attitudes on FHA County Committees may be a
factor in refusing loans to black applicants.

Reverend Daniel Harrell, who has assisted a number of evicted tenant fam-
ilies in purchasing land on which to build, testified that :

I think FHA is okay, but I am kind of questioning FHA’s committee. I
do know of a case down in Coy, where Mr. Le Croy [the county supervisor]
and I sat down in his office. I took into him 14 applications, we discussed them
and he knowing most of the people because he has been in the county for
maybe 15 or 16 years, maybe more than that. He and I came to the con-
clusion that nine of these said persons would pass. However, out of the
whole group after the committee meeting, out of the total group of 14 per-
sons, only one passed. And so I kind of question the committee a little bit.
The Farmers Home Administration has directed that at least one black person be
placed on each local committee. Although this directive has been followed, in
" no county in which black rural residents predominate has more than one black
person been named to the local committee.

Supervised Credit

Testimony was heard that the supervised credit policy of FHA when applied
to self-help cooperatives conflicts with efforts to establish initiative and self-
reliance in the members. William Harrison, president of the largest black coopera-
tive in Alabama, the Southwest Alabama Farmers Cooperative Association
(SWAFCA), told the Commission that “the whole idea behind SWAFCA is to
create some kind of economic basis by which people will be able to think for
themselves.” Supervised credit by FHA, according to Mr. Harrison, “would
simply destroy the whole philosophy behind the co-co . . . that individuals will
learn and do for themselves. As I view the restrictions, it simply means that FHA
will have a co-op in Southwest Alabama, rather than a board of directors run-
ning theco-op . . .”

Mr. Calvin Orsborn, business manager of SWAFCA, stated :

Under ordinary circumstance, I wouldn’t hesitate one minute to take this
loan. But SWAFCA, being as controversial as it is, being a whipping boy for
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politicians, having all of the difficulties that it does have, there is a possibility
that this loan, would be carried to the letter . . .

The proposed loan restrietions included such requirements as FHA participa-
tion in all meetings of the board of directors, weekly and monthly reports on
specific accounts, a ban on demonstration plot farming and loang by SWAFCA to
members, all sales on a 30-day cash basis to members, and a number of others
relating to reserve accounts and security. The State Director of FHA is author-
ized to require additional security or to release security as well as to make other
important decisions within his discretion to determine “that such action will not
be to the financial detriment of the FHA,” *°

Mr. Bamberg, State FHA Director, who is responsible for administering the
FHA loan to SWAFCA, testified that supervised credit “is one of the successes
of the Farmers Home Administration.” He added :

Of course you can see this, it takes less supervision with certain intelligent
people than others. You have got that, it doesn’t take as much with some peo-
ple as it does with another one.

Mr. Bamberg did not think SWAFCA’s chances for success were great. He said :

The chairman here [Dr. Hannah] knows the ingredients that are necessary
for a successful co-op, and if they haven’t the ingredients, I see no reason.
All I can say is that we, that are employed in FHA are dedicated to try and
make it a successful venture if and when the funds are funded.

Mr. Bamberg’s position on the requirement of supervised credit and the total
involvement of FHA in all management decisions of the board of directors is
shared by FHA officials in the Department of Agriculture. Thus FHA, which is
not reaching many poor black farmers with its programs, also is imposing restrie-
tions which probably will inhibit aid to black farmers who seize the initiative and
join together to help themselves.

10 FHA Instruction 451.3, Sheet 1, Pt. III, U.S. Department of Agriculture, Farmers
Home Administration (5-25-65).



Employment

... [Mlen {are] forced to work for such menial wages, they are forced
to come up and be reared with such kind of eduvcation until they have to
be Uncle Toms all day long just to keep a raggedy job, to keep a roof over
their head and some food in their family’s belly; . . . not being able to be
men all day, they come home at night and they scold their wives, or they beat
their children to prove to themselves . . . [that they are men].!

I. THE ECONOMIC CONDITION OF NEGROES IN THE HEARING AREA

More than three-fifths of the population of the hearing area is Negro, one
of the highest percentages for any area of equivalent size in the United States.
Poverty pervades the area, particularly among Negroes; in 1959 median non-
white family income was $1,279, or only 30 percent of the white median income.
More than 90 percent of the Negro people have incomes below the poverty index.

Cotton farming through the plantation system, which for many years domi-
nated the area, has been giving way to more diversified agricultural activities
such as livestock and dairy farming, and the raising of crops such as vegetables,
soybeans and peanuts. As machine replace hand labor on the farms, Negroes—
especially tenant farmers—are being forced to give up farming in large numbers.
From 1940 to 1960 the number of Negro farm operators declined by 24,700 or
60 percent.

‘While manufacturing industries, including pulp and paper, machinery, fabri-
cated metals and chemicals, have moved into the area, Negroes have had rela-
tively little share in the new jobs they have created. Negroes throughout the
area are victims of severe unemployment and underemployment. According to
reports filed with the Equal Employment Opportunity Commission, for example,
Negroes accounted in 1967 for only 22 percent of the area’s reported industrial
employment though they represent 62 percent of the population. In the same year,
Negroes made up just eight percent of skilled and white collar employment, but
63 percent of unskilled employment in the area.”

In the past two years, three iarge paper mills and a manufacturing company
have begun operations in the area. Of the 782 new jobs they created, just 112, or
14 percent, are held by Negroes. Similarly, for all companies in the area reporting
increases in male employment for 1966-67 in reports to the Equal Employment
Opportunity Commission, less than one-quarter of the new jobs went to Negroes.®

As a result, Negroes—many of whom told the Commission that given a mean-
ingful option they would prefer to remain where they were living—have had to
leave the area to seek work. Many go to urban areas in the North. From 1950 to
1960 net Negro migration from the 16 counties was 94,420, more than four times

1Testimony of Hosea Williams, Director of Voter Registration and Political Educa-
tion for the Southern Christian Leadership Cocference, Hearing Before the U.S. Com-
migsion on Civil Rights, Montgomery, Alabama, April 27-May 2, 1968.

2 §ee additional information drawn from EEOC reports in Table 1 appearing at the
end of this report.

8 The gulf that separates whites and Negroes in the job economy of the area is further
illustrated by the fact that in 1960 the occupational group described as “‘sales workers’,.
was comprised of 2,733 white males and 223 Negro males; similarly, the category
“managers, officials and proprietors” was comprised of 4,974 white males and 351 Negro
males. On the other hand, the category ‘laborers (except farm and mine)” was com-
prised of 1,610 white males and 6,829 Negro males. U.S. Census of Population: 1980, Vol.
II, Characteristicz of the Population, Part 2, Alabama. The dramatic differences between
white and Negro employment are further reflected in data on job placements made through
the State Employment Service. Nonagricultural job placement statistics for the offices
which serve the 16-county hearing area, aggregated for December, 1967, show that the
bulk of white placements, 45 percent, are in manufacturing, while only 14 percent of Negro
placements are im manufacturing. Similarly, 25.5 percent of white placements, but only
10 percent of Negro placements, are in trade. The largest concentration of nonwhites, 39
percent, is in private households and other service jobs; only 2.5 percent of whites were
placed in this category. :

(591)
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the net white outmigration.* The outmigration of Negroes continues today; few
Negro high school students, the Commission learned, look forward to employ-
ment careers in the 16-county ares.

The marginal economic existence of Negroes who remain was illustrated by a
number of witnesses who testified at the hearing.

For example, Mrs. Rebecca Ward and her 10 children are presently supported
by a combination of welfare payments and earnings from her work as a domestic.
She told the Commission that for 12 years, until November, 1967, she had been
employed as a domestic by one employer, working seven days a week from 7 a.m.
to 1 p.m. for $1.00 a day, and that at the end of that time she was fired with one
day’s notice. Another witness, Mr. Willie Smith, told the Commission that after
six years in the Army, from which he was honorably discharged as a Staff
Sergeant, he is now employed as a “bandyman”; his monthly take-home pay is
approximately half his pay while in the Army.

There is much in the lives of Negroes in the hearing area which tends to per-
petuate their poverty from generation to generation, by curtailing their employ-
ment opportunities. Malnutrition undermines their ability to study and to work,®
inferior all-Negro schools give rise to low levels of academic achievement and
inadequate vocational preparation,® and there is pervasive racial discrimination.

II. EMPLOYMENT DISCRIMINATION

Much of the unemployment and underemployment of Negroes in the hearing
area is attributable to racial discrimination.

Retail and industrial employment

Shortly prior to the hearing, Commission staff members surveyed the employ-
ment practices of retail businesses in 21 cities and towns within the 16-county
hearing area. Almost none of these businesses are covered by the requirements
of Title VII the Civil Rights Act of 1964, which is applicable only to companie:
with 25 employees or more. Evidence of discrimination by these employers was
ample.

The survey showed that of a total of 2,504 jobs in retail businesses, only 497,
or about 20 percent, were held by Negroes (even though Negroes represent
62 percent of the area’s population).

Thirty-one percent of Negro employment was part-time employment while
only 16 percent of white employment was part-time. The predominant position
of Negro males was porter or janitor. At a department store in Greenville,
Alabama, a Negro was hired part-time, a staff member was told, because “he’s
working out a debt ;” all of the other eight employees were white.’

The discriminatory attitudes of employers interviewed revealed themselves
in some of the following statements :

“don’t hire Negroes to clean up because I do my own Nigger work” (Demopolis) .

“Negroes can’t weigh. things nor figure prices, we tried” (Butler)

“problem with Negroes is not their education but their dependability” (Union
Springs)

In private industrial employment in the 16-county area, Negroes have tradi-
tionally been restricted to the most menial positions. Only with the Civil Rights
Act of 1964 has this begun to change. For example, Vanity Fair Mills, a major
manufacturer of women’s garments with a number of plants in the hearing area,
acknowledged that it did not hire Negro sewing machine operators until the
enactment of the Civil Rights Act. The company still employs Negroes in these

¢ During the 1940-1950 decade net migration from the South reached an all-time high
of over two million, of which about two-thirds was Negro. The pull of jobs in war indus-
tries and the displacement from agriculture resulting from mechanization coincided to
precipitate and sustain the heavy outmigration. Especially large numbers of nonwhite
sharecroppers and other tenants left the land.

5 See accompanying staff report, Health, Welfare and Food Programs.

% See accompanying staff report. Education.

" Though a number of proprietors expressed the view that employing Negroes would be
disastrous to business, the manager of a food store in Livingston, Alabama, told the Com-
mission that six of his thirteen employees, including a cashier, were Negroes. A Negro girl
was moved from another department to the cash register in response to picketing by the
Negro community ; the manager indicated he had feared the white reaction before he made
this transfer. However, he said, there have been no problems and no business lost.
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positions in a proportion far below the Negro population of the area; of 5,930
employees, only 655 are Negro.®

A major industry in the hearing area is the pulp and paper industry. An
official of the Office of Federal Contract Compliance (the Federal agency which
oversees the enforcement of Federal contract compliance requirements), Mr.
Leonard Biermann, acknowledged that discrimination has been traditional in
this industry and that the effect of such discrimination on employment patterns
continues to be widespread at present. -

Alabama State Superintendent of Schools Ernest Stone told the Commission
that employment discrimination is by no means restricted to companies indig-
enous to the South;

Most of the Northern people who come to Alabama and establish an indus-
try are more concerned with employing white employees than they are
Negroe employees.

Industrial employers have particularly poor records in employing Negroes in
clerical positions. For example, MacMillian-Boedel Products, a Canadian-based
company, which recently started operation of a plywood plant and sawmill in
Wilcox County, has 25 to 30 clerical or stenographic employees, none of whom
are Negro. Vanity Fair Mills, the corporate headquarters of which is in Read-
ing, Pennsylvania, has 297 office and clerical employees, of whom one is Negro;
his job is to service vending machines on the company’s premises. Though em-
ployers claimed that they could not obtain Negro office personnel employees, the
Commission learned that the State Trade Schools of Alabama graduate many
Negro students from secretarial courses each year.

Discrimination by Companies Holding Government Contracts

In examining discrimination in employment, the Commission took a particularly
close look at the employment practices of a special category of private employers
in the hearing area—those holding contracts with the Federal government.

Since 1943, Federal agencies have been required by Presidential Executive
Order to include in their contracts a provision forbidding discrimination in em-
ployment by the contractor.’ Since 1951 the head of each contracting agency
has been “primarily responsible” for insuring that the nondiscrimination re-
quirements appearing in the contracts of the agency are enforced.””

The Executive Order has great—but thus far largely unrealized—potential.
Significant leverage is afforded by the possible sanctions of loss or termination
of government contracts.

The hearing and preparatory staff investigation disclosed that the Executive
Order has received weak implementation in the hearing area, and that as a result
noncompliance was widespread. The hearing revealed blatant discrimination by
companies holding millions of dollars of government contracts—discrimination
which had not been attacked effectively by contract compliance officers.

For example, Bellamy, Alabama is a company town owned since May 1960, by
the American Can Company, a large General Services Administration (GSA)
contractor.™ The town is totally segregated. Only four of the 123 Negro houses

8 Though officials of Vanity Fair made much of the need to approach integration cau-
tiously, other testimony indicated that industrial integration n not present problems.
The Dixie ‘Shoe Company, a women's shoe manufacturer with a plant in Barbour County.
employs about 200 persons, most of whom operate sewing and other machines. Since it
opened in August 1963, about 50 percent of the employees hired by the plant have been
Negroes. The plant manager, Harold Becker, told the Commission that there have been
no raclal problems based on inteznation of the work force.

® Exec, Onder No. 9346, 3 C.F.R. § 1 (1943). Executive Order 8802 (1941) required such
a provision in defense contracts only.

10 Exec. Order No. 10308, 3 C.F.R. § 1 (1951) : also, Exec. Orders Nos. 10479, 3C.F.R. § 1
(1953) ; 10925, 3 C.F.R. § 307 (1961).; 11248, 3 C.F.R. § 205 (1965). In 1966 the Office of
Federal Contract Compliance, an agency within the Department of Labor, assumed the
duty of supervising and coordinating contract compliance by the Federal agencies. How-
ever, the agencles continue to bear the primary responsibility for such enforcement. Exec.
Order No. 11246, 3 C.F.R. § 205 (1965).

1 At its Alabama facility alone, American Can has GSA contracts for more than $1.7
million, for fiscal 1968 through February 1, 1968. Since 1962, American Can Company has
been a member of Plans for Progress. Established in 1961, Plans for Progress is a volun-
tary association of businesses, numbering 417 in January, 1968, which are purportedly
committed to eliminating all forms of employment discrimination within their respective
operations. The organization recelves administrative support from the Department of
Labor, and has been a principal vehicle of OFCC’s effort to promote voluntary compliance
with equal employment requirements by government contractors.
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have running water and inside toilet facilities, while every white house has run-
uing water and inside toilets. There are several segregated churches, two segre-
gated swimming pools, and a company owned Negro school house. A worker
employed at American Can’s Bellamy sawmill for the past 24 years, who charac-
terized himself as a spokesman for the town’s Negroes, testified that the town
was ‘‘just about in the same shape”” when he first came there in 1943 as it is now.
No GSA contract compliance official has ever made a compliance inspection at
Bellamy.

Other government contractors located in the hearing area also had racially
segregated facilities. The McGregor Printing Corporation—a contractor with the
Government Printing Office—is located in York, Alabama. Despite the fact that
its plant was built after passage of the Civil Rights Act of 1964, separate rest-
rooms for black and white employees were built side by side and continue to be
used on a segregated basis. Dan River Mills is a large government contractor
manufacturing uniforms for the armed forces. At Dan River Mills’ Greenville
plant, there were dual restroom facilities on the inside and cutside of the build-
ing. White employees used the restroom facilities on the inside, Negro employees
used the facilities on the outside. Rernard Shambray, a former employee at the
plant who was hired in 1966, testified that the outside restroom—

“Was pointed out to me when * * * I started to work there. This supervisor
that carried me around, he showed the restroom and he told me that was the
restroom I was supposed to use.

Mr. GLICKSTEIN. Were there any other facilities that you were told you
couldn’t use?

“Mr. SHAMBRAY. I was not told that I couldn’t use any of the facilities. I was

Just pointed out the one to use.”
Mr. Shambray also testified that although there was one drinking fountain, he
“was told that the other -Negro employees always got a coke bottle to drink out
of.” ** Althcough the Greenville plant does not produce cloth under a government
contract, the Executive Order requires the government contractor to insure that
all its facilities are in compliance. -

At the McGregor Printing Corporation, the 29 officials and managers, tech-
nicians, sales workers, office and clerical workers and craftsmen employed in
York, Alabama are all white. The black employees are all laborers or semi-skilled.

Testimony by company officials disclosed that local applicants are interviewed
by Mayor Grant of York, from whom McGregor receives an “advisory evaluation”
on the applicant’s “potential, ability and character, and so on”. The mayor is
the owner of a local clothing store that has been the target of demonstrations by
members of the Negro commaunity because of his failure to hire any black persons
in his store. There also was testimony, by a Negro employee of McGregor, al-
though denied by the mayor and company officials, that Negro applicants for
employment are told by the mayor and company officials that they do not approve
of persons engaging in such demonstrations. The mayor did not deny that he
keeps in his office photographs of persons who demonstrated outside of his store.
An employee of the company testified that he knew of no McGregor employee
who had participated in a civil rights demonstration.

Of approximately 200 employees at Dan River Mills’ Greenville plant, only
three are Negro—a watchman, a warehouseman and a truck driver who doubles
as a janitor. Mr. Shambray testified that he was hired as 4 weaver-learner in
the fall of 1966, but was subsequently assigned work as a sweeper and quit in
April, 1967 because he felt that by reason of his race he never would be promoted
to weaver.” _

At the large pulp and paper mill of American Can, which draws its employees
from an area whose population is about 57 % Negro, only 108 of more than 1550
employees are Negro, and only “several” of these are in skilled positions. Of 340
employees at American Can’s Bellamy sawmill, a type of work which is tradi-
tional for Negroes in the South, about 270 are Negro. The highest position held
by a Negro employee at the mill at the time of the hearing was Assistant Super-
visor, to which position two Negroes had been appointed just two weeks prior to
the Commission’s hearing.

Alabama Power Company, another large government contractor im the hearing
area, receives about $2.5 million annually under a contract with the General

12 The plant manager at the mill testified he was unaware that Negroes were instructed
that they were not to drink from the water fountain, or were to use only certain rest-
room facilities.

13 The plant manager denied that Mr. Shambray had been subject to discrimination.
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Services Administration. The company employs 5,394 employees, of whom 472
are Negro. About three-fourths of the Negro employees are in unskilled posi-
tions. In 1966, of more than 1,300 craftsmen three were Negro; now, two years
later, the number of Negro craftsmen has risen to four. From 1967 to 1968 the
proportion of the company’s male employees who are Negro actually declined.

Another large GSA contractor in the hearing area whose officials testified that
they believe their company is in compliance with Federal equal employment
requirements, is Allied Paper Company, which has a paper mill located in Jack-
son, Alabama. The personnel manager testified that there are 47 Negroes out of a
total of about 445 employees, and that none of the Negroes are clerical or super-
visory personnel.

The performance of Alabama Power Company is well known to the General
Services Administration. A letter memorandum of May 1967, transmitting to
Washington field compliance surveys of Alabama Power Company, observed that
the findings reflect patterns of restricted minority group employment and sug-
gested that it might be desirable to institute administrative action against the
company. Despite these reports, Mr. Ernest Strong, the company official respon-
sible for equal employment opportunity testified that after the review GSA did
not transmit a written report, specifying remedial measures. He said that during
the course of the compliance reviews the GSA investigator made “nominal sug-
gestions that were adhered to;” and, Mr. Strong testified, the company has been
given a “clean bill of health.”

Inadequacy of Enforcement

A number of factors account for the failure of government contractors to abide
by their obligations to provide equal employment opportunity.

It is fair to assume that a most important factor is that government con-
tractors have had no reason to take seriously the threat of sanctions for
noncompliance. Though contracting agencies, acting with the approval of the
Director of the Office of Federal Contract Compliance, are authorized by Execu-
tive Order 11246 to terminate or to suspend performance on contracts for non-
compliance, this power has never been used. The agencies, with the approval
of the Director of OFCC, also are empowered to initiate proceedings to debar
contractors from future government contracts; the first notices of intent to
debar ever issued under the Executive Order were sent by OFCC to five com-
panies on May 23, 1968.

Testimony also made clear that contractors in many instances are not clearly
and. specifically told what they must do in order to achieve compliance.

Both the failure to impose sanctions. and the failure to tell contractors clearly
and specifically what they must do. may be largely attributable to the tendency
of government contracting agencies to see compliance as, at best, incidental
to the primary mission of the agency. As Mr. Leonard Biermann, Senior Com-
pliance Officer of OFCC, told the Commission, “95 percent of the contracting
agencies’ staff and attention and desires are aimed at awarding contracts . . .
[it is necessary] to overcome this built-in resistance that we find in every
contracting agency.”

Another reason for the apparent lack of forceful implementation of the
Executive Order in the cases discussed above is the failure to commit sufficient
personnel to contract compliance enforcement.

At present, most Federal agencies have a separate program and staff devoted
to enforcing equal employment opportunity requirements contained in the agency’s
contracts. The Commission’s recent Alabama hearing concentrated on the con-
tract compliance operations of two Federal agencies, the Department of Defense
and the General Services Administration.

The inquiry into the Department of Defense contract compliance operation
focused on the Southeast Region, and on the Region’s Birmingham, Alabama,
sub-office.”* With a staff of eleven professionals, the Southeast Region is respon-
sible for moniboring the compliance of more than 5800 known contractor
facilities.’ :

The only adequate basis for determining whether a given facility is or is not
discriminating is to make a compliance inspection of the facility. In the two

14 The Southeast Region is comprised of the States of Alabama, Florida, Georgia,
Mississippl, North Carolina, South Carolina, and Tennessee, and Puerto Rico. The Bir-
mingham, Alabama sub-ofice has responsibility for Alabama, Mississippi, Western
Florida and Western Tennessee.

15 There are in addition many subcontractor facilities. estimated to number in the
thousands, for which Defense Department contract compliance officials in the ‘Southeast
Region are responsible, but the identities of which are not reported to it.
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and one quarter years since January, 1966, just 437 Department of Defense
contract facilities in the Southeast region—Iless than eight percent of known
facilities—have been visited.

The head of the Department of Defense’s Southeast Region contract com-
pliance operation has informed his supervisors that he needs siz to seven times
his present staff to perform his job adequately.

The General Services Administration contract compliance operation is much
smaller than that of the Department of Defense and less regionalized ; accord-
ingly the hearing touched on the nationwide operation of GSA contract com-
pliance, centered in Washington, D.C.

To supervise equal employment opportunity with respect to GSA contracts
in the amount of $1,350,400,000, the General Services Administration provides
three professionals in Washington and ten compliance investigators in the field.
One investigator covers the entire seven-State Southeast region; ™ he devotes
a portion of his time to matters other than contract compliance as well.

Nationwide the GSA contract compliance operation has assumed responsibil-
ity for approximately 5,000 facilities.® In the one and one half years since
September, 1966, somewhat over 500 facilities—about 10 percent—have been
subjected to a compliance review visit,

Department of Defense officials estimate that noncompliance is found in 85
percent of compliance visits in the Southeast Region. The contractor in such cases
is told what steps he must take to correct the noncompilance. The second vital
element in enforcement is the follow-up visit taken after an initial visit in which
deficiencies are disclosed, to insure that the contractor is remedying the de-
ficiencies. Yet in the vast majority of cases no such follow-up has been made. In
95 percent of all contract compliance inspections conducted by the Department
in the Southeast Region since January, 1966, the investigator recommended a
follow-up revisit, yet in only 10 percent of the cases has a revisit been made.

Kenneth Eppert, head of the Department’s contract compliance in the South-
east Region, acknowledged the effects of this situation on the attitudes of con-
tractors.

“Mr. GLICKSTEIN. Do you think that [the] companies that you weren’t able to
revisit, but companies where you did find some deficiencies and wrote to them
about the deficiencies, do you think that they are terribly concerned about what
the consequences of not complying are?

“Mr. EpPERT. No. Well, let me phrase it this way: I do not believe that you
should ever tell a company that you are going to re-visit them unless you visit
them and if you don’t re-visit them they are human beings like we are. The
success of our program in my estimation is not necessarily the initial call, [in]
the initial call I am sure we could put down many things which we expect to be
done, but certainly the re-visit, * * * is the point to start, because there you
have an opportunity to actually see what action had been taken on the recom-
mendations that you might have made.”

Referring to the relation between staff size and work load, Civil Rights Com-
pliance 'Officer Robert Harlan, a contract compliance official of the General
Services Administration, characterized the system of compliance reviews as “a
sort of a hit and miss thing.” He testified :

“Now, * * * you can récognize the horrendous task that it is to do these follow-
ups. I mean this program, as it is being run, is basically project awareness. We
do have the responsibility of making these people aware that there is a clause in
their contract, and that this clause means just as much as any other clause.
But * * * we are operating under horrendous conditions so far as the actual
issuance of sanctions.”

The inadequacy of staff, in addition to hampering the program of follow-up
reviews, also undermines another important phase of contract compliance enforce-
ment—ithe “pre-award” inspection. Under the “pre-award” survey program, any
company receiving a publicly advertised Federal contract of $1 million or more,
which has not been the subject of a compliance review within the last six months,

1 For fiscal 1968, through February 1, 1968.
7 GSA’s “Region 4,” comprised of the States listed in note 14 above. In Alabama alone,
- GSA has contracts in the amount of $15,614.193, for fiscal 1968. through February 1. 1968.
18 This estimate is based on a “Primary Interest Agency” listing of government con-
tractors, compiled in 1966, and on supplemental data, reported to GSA contract compliance
officials, on new GSA contractors since that time. Because this supplemental data is
incomplete, there are probably several thousand additional contractor facilities for which
GSA contract compliance is responsible, but which are unknown to it.
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must be reviewed and cleared for equal employment compliance prior to the
award of the contract.”

Contract compliance officials strongly endorsed the potential effectiveness of
pre-award reviews. Mr. Eppert, head of Defense Department contract compliance
in the Southeast Region, acknowledged that “in almost all cases” contract com-
pliance officers are in a much better negotiating position before a contract is
signed than after it has been signed. Nevertheless, at least in part because of the
inadequacy of compliance staff, 40 to 50 percent of “pre-award” reviews made
by the Southeast Region are conducted some days or weeks after the contract
has been let. A compliance report on a government contractor in the hearing area,
reviewed by the Commission, illustrates this problem. The report stated:

“Subject facility is located in * * * Alabama. The county * * * has a non-
white population of approximately 50 percent. The post award survey was con-
ducted on 9 February 1967; on 3 February 1967, the company was awarded a
contract for [more than $2 million dollars] covering the manufacturing of men's
cotton denim trousers. Based upon the nature and extent of the deficiencies noted
during this survey, subject facility was not in an awardable position for receiving
the aforementioned contract the previous week.”

Faiture to Deal Adequately with Consequences of Prior Discrimination

Even where a company which has previously engaged in racially discrimina-
tory hiring or employment practices ceases overt discrimination, the consequences
of its past discrimination may be perpetuated unless positive steps are taken to
insure this does not happen.

Discouraging Effects of Prior Discrimination.—Negroes, for example, are well
aware of discriminatory employment practices. Mr. Shambray testified that the
Negro community in Greenville was aware of his experiences at Dan River Mills.
Sadie Allen, a senior at all-Negro Southside High School in Greenville, told the
Commission; “* * * most of the Negroes know they aren’t going to be hired
for anything but sweeping the floor, so they just don’t go out there.”

Leonard Biermann, Senior Compliance Officer of the Office of Federal Contract
Compliance, testified that in his opinion discriminatory exclusion and restric-
tion is characteristic of Dan River Mills plants throughout the South. Negroes
understandably are unwilling to subject themselves to the humiliation of dis-
crimination. Unless 4 company such as Dan River Mills, therefore, not only ends
its discriminatory practices, but also adopts strong measures to make it clear to
the Negro community that its discriminatory policies and practices have been
abandoned, few Negroes will apply for employment.

Similarly, Negroes who for many years have been excluded from certain posi-
tions may be slow to accept the idea that white management will now gladly
allow their transfer to newly opened positions.

The hearing disclosed that several government contractors in the hearing area
have not taken affirmative steps to overcome the discouraging effects of past
discrimination. For example, in Allied Paper, as in many large plants, tenure
and promotion are based principally on a number of “lines of progression.”
Each line of progression is comprised of the positions in one department or other
functional unit of the plant. Although most of Allied’s Negro employees are not
presently in lines of progression, but are in permanent “laborer” positions, the
company does not even inform Negro employees when positions in lines of pro-
gression become open and opportunities arise for them to transfer into such
positions.

Perpetuation of Effects of Discriminatory Progression-line Systems

Typically, every employee in a line of progression starts at the bottom of that
line; by promotion, he advances up the ladder to progressively higher paying
and more responsible positions. Length of time within the line also determines
seniority, in most cases for the crucial purpose of job security, or order of lay-off.
When an employee transfers to another line, he must start at the