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BETTER JOBS ANN INCOME ACT, 1978

WEDNESDAY, MARCH 83, 1078

U.S. SENATE,

ComyirTee o8 HUMAN RESOURCES,
Washington, D.C.

The committee met at 0:40 a.m.. in room 4232, Dirksen Senate
Qt}i_ce Building, Senator Harrison A. Williams, Jr. (chairman) pre-
s1ding.

Present: Senators Williams, Nelson, Cranston, Javits, Chafee, and
Hayakawa.

()PENING STATEMENT OF SENATOR WILLIAMS
Vv

¢+ The Cuairman. We will come to order.

The committee meets today to begin formal gousideraion of .
S. 2084, the program for better jobs mul income. >resident Carter
and his administration have proposed this legislation to reform a
national system of public assistanee that has struggeled over the years
to provide “income maintenance” for poor families and their children,
Too often, to_the frustration of both the vecipient and the general
public, this *maintenance’ has mean being maintained in poyerty,
with little hope of breaking ont. Reform of this system is clearly
overdue. -

The legislation before us is of great importance, and its goals, as
enunciated by the President, are noble goals. We have a responsibility.
as a committee, to consider the proposal earnestly and act upon it
at the earliest possible tiine, commensurate with our other responsi-
bilities this {ear. .

This legislation seeks to remedy some of the major faults of the
present pnblic assistance system, as w¢ll as previous proposals for

comprehensive welfare reform. First and foremost. it provides the
job opportunities—and the necessary training—to give poor Ameri-
cans & real choice between work and welfare. By providing one job
for every poor family with children, it would give them the avenue
they need—and most often seek—to breek out of the eyele of poverty
and dependence. A single. consolidated cash assistance prograni
holds promise for more simple and error-free administration.. A na-
tional basic level of income for the poor provides uniformity and
promotes fairness among recipients of assistance, Providing cash
payments to two-parent family nnits would minimize the incentives
for family breakups. Extending those payments to single persons
and qh‘gldfess couples wonld bring every Yousehold under an umbrella
of minimum subsistence.
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The program is also designed to very substantially relieve the cost
burden of the States and local governments, and-this is an impprtant
goal of any éemprehensive reform of the system,

The bill before us has been jointly referred to this committee and

4 tothe Committee on Finance. whose jurisdiction includes cash assist-
ance programs under the ocial Security Act. The interest of this
committee run mainly to the job and training opportunities that
would be provided for welfare recipients and other working poor,

I would emphasize, however, that the scope and nature of the job
opportunities component wounld be heavily influenced by the eligibil-
}ty. standards centained in both Title I and Title 11 of this legis- .
ation, .

The number of eligible persons will dictafe the necessary scope of «
the program. The characteristics of the eligible population will die-
tate the nature of the required employment and training services.
And the financial incentives to move from cash assistance alone te a
subsidized job and ultimately to a nonsubsidized job will weigh
heavily on the effectiveness of the underlying employment strategy
for bringing the Nation into an era of full employment.

For these reasons, I believe this committee wi{l want to reserve the
right to view this legislation as a whole and to consider it compre-
hensively,

[The text of N. 2084 follows:]
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IN THE SENATE OF THE UNITED STATES
Serremeer 12,1977

" Mr. Moysiuas (for himself, Mr. WitLiams, and Mr. Javers) introduced the

- following bill; which was read twice and jointly referred to the Com-
mittees on Finance and Human Resources by unaninious consent

L

<

 +« ABILL
To Yeplace the existing Federal welfare programs with a single,
coordinated program to seek to assure jobs, training, and
income supplementation for low-income citizens able to work

and income support for low-income citizens in need who are

not available for work by reason of disability, age, or family
circumstance.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled.

That this Act, with the following table of contents, may be

PO I I

cited as the “Better Jobs and Income Aect”.
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! " DECLARATION OF PURPOSE

2 SEC. 2, 1t is the intent of the Congress, in establishing
3 the better jobs and income program, to= increase economic
4 independence within the U'nited States hy providing training
o and job opportunftie.w to principal earners in fumilies with

6 children, an. v providing income support and supplementa-

T tion to low-income families and individuals. To attain these

v J
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obj(fctwes equitably "and with eflicient use of Federal and

State resources, the (' ongrow hnd~ it neceskary to cmwnhdat«

. . -~ ¢ ‘

and reform ('un'ontl) frumnontod Federal and htato incoune

» 03 * ¢ . é
assistance programs, to ('lunmate provisions that ercate dis-

incentives to work or to family stability, and to reallocate
responsibility among Federal and State governments in the

LY

finuncing and administration of income assistance and ew-
ployment programs. ¥ *

'l‘I’PLI'. [—C'ASIT ASSISTAN( la PROGRAM UNDER
- THE SOCIAL SECU RITY AG‘I‘ )
ENTABLISHMENT OF CASH ASSINTANCE PROGRAM

SEC. 101. The Social Security et (42 UK. 301, et
seq.) is amended hy 1I;ldil.lg at the end thereof the following
new titlo.: N
“TITLE XXI—INCCME SUPPLEMENT AND INCOME

SUPPORT FOR FAMILIES AND INDIVIDUALS
“PART A--ELGIHLITY FOR AN AMOUNT OF
f"mnml.u, Bexgrer

“ELIGELITY OF HOUSEHOLD UNIT FOR PAYMENT

“Sgc, 2101, (a) The Secretary of Health, Education.

and Welfare shall make payments, in the amount prescribed

K

. ) . e \ . -
in section 2104, to an eligible honsehold unit (as defined in
subsection (b)) j for any month in which its available in-

come (as deseribed in section 2106) does not exeeed the
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1 maximum payable amount applicable to such unit under '
2 section 2105, and the :’tllllt' of its assets does not exceed the *
. { 'ammmt proscrihod in m-ti('m TN, . ..
1 *(h) A honsehold unitis either— ‘
- “(1) an adult individu] who ix not living with a
T rnl'atod individual other, fhan nne adnlt indiv ullml who is8 .
A 7 agod. blind, or disabled, or ... ”
| N “(2) any of .the following érnupe (as wt"ont in
ol .9 sbparagraph (A). . (€). dr (D) helow) of one * ¢
. 10 ,  ormore rolatml (ns defined in section 2110(.))\) mdl- s
s 'R” vtdunlx who are living in a single place of- r:mdence S )
. ,'t‘-' N “( \) an ngod hlmd or disahled mdmdlml \\hu ",‘ .
) 13‘ . 1 nnt a ohtld his spouse (if nuv). and any (‘hlld. e \
1+ .+ with respect to whom the lmlmdlml of spouse is ‘
. S B exercising parental responsibility, ax determined jn .
: 16 accordance with such eriterin as $he Secretary way,
., hy regulation. prescribe; .
18 N 4By an adult individual and his sp;msv (if
19 o ‘:m.v) . neither of whom is an ugred, blind, or disabled
) U g #'. individual, and any child with respect to whom the
. adult individual or sponse is exercising parental ;
2 responsibility, if there are at least two such individ-
o .6?3 uals living together in the single place™f residence:
24 “(€*) two or more adult individua's who are
, | ; 2
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16
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living in a single place of residence, none of whom
deseribed in cluuse (A) or (B) tor
“ (1)) any child wl o is not living in the same
. place of residence ax cither of his parcuts or of auny
other individual who is legally responsible for the
support and maintenance of such child if the child
has heen deprived of the support and care of beth
parents by reason of either death or desertion, or
hoth. or removed rom parental control by judicial
anthority.

“(e) (1) Any individual other than an individual de-
seribed in subsection  (b) (2) who ix living in the same
pla.m"of residence ax a l;nuselmld unit deseribed in suel sub-
<oction and is related to its members is also a member of
tl|;{~nnit if he applies for payment under this title, If that
individual is living in the . place of residence as more
than one househeld unit and applies for a payment under

-

thix title. he is a member of the household unit to the mem-

“bers of which he is most closely related. as determined in

:u'mrclmwo with the Seepetary’s re gulutmm

() Notwithstauding ~||h~mtmu (h). 2 child whe is

“not related to the members of an eligible houschold unit |

with which he is living in a single plaee o residence may

e considered to be o member of that nuit when he is living
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there in order to safeguard his health or safety or becanse
it will otherwise assure hiz well-being or be -in his best

interests, The Secretary shall by regulation specify the classes

* of circwmstances whieh are consistent with conditions of the

preceding sentence, in which living with an unrelated house-
hold unit is necessary to assure a child’s well-heing or to pro-
tect his bect interests.

“(d) The term ‘eligible household unit’ means a hon.:e-
hold unit that maint~ins a place of residence within the
United States and has applied for payment under this title.

“EXCLUSIONS FROM HOUSEHOLD UNIT

“SEC, 2102, (a) No individual is included in a house-
hold unit unless he is leither (1) a citizen of the UTnited
States, or (2) an alivn lawfully admitted for permanent resi-
dence or otherwise permanent!y residing in the 'nited States
under color of law (inclnding any alien who is lawfully pres-
ent in the United States as a result of the application of the
provigions of section 203 () (7) or section 212(d) (5) of
the Tuinigration and Nationality Act),

*(b) No individuat ix included in a household unit for
any month if, on the last (iny of such month, he has heen
sentenced to and ix confined in a penal or correctional
instjtution,

*{e) (1) Except as provided in paragraph (2), no in-

dividual (not otherwise excluded from a household unit by

i 1
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9
subsection (b) is ineluded in a household unit for any month
if. nroughout that month and the preceding two months, he
is an inmate of a public institution.
“(2) In any case after an individual has been, through-
out any month and the preceding two ::ontlxs. in a hospital,

extended care facility, or intermediate care facility receiv-

ing payment (with respect to such individual) under a State

. plan approved under title XIX, the maximum payable

amount for each month thereafter with respect to that in-
dividual, notwithstanding xection 2105 (a), is 825 until tae
first n}onth on the last day of which the individual is no
lcmger.}n such a facility.

“(3) The Secretary wmpy establish a maximum payable
amout  (not to exceed the maximum payable amount
otherwise applicable under section 2105) with respect to
institutionalized members  of household units to  which
neither paragraph (1) nor paragraph (2) applies.

“(d) The maximum payable amount of an'oligiblo
household unit is dctm;;inod ax though an individual were
not a member of that unit if, after notice to t.hat individual
by the Secretary that it is likely that the individual ix eligi-
ble for any payments of the type cnumerated in section
2106 (b) (1) or (2). the individual fails within 30 days
to take all appropriate steps to apply for and (if eligible) .

obtain any such payments,
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1 “REFERKAL FOR EMPLOYMENT OR REHABILITATION
2 SERVICES
3 “Skc. 2103. (a) In order to assist in the effective im-

4 plementation of title IX of the Comprehensive Employment
5 and.'l‘raininfz;' Act of 1973, the Secretary shall provide notice
6 to tile Secretary of Labor concerning and refer to him each
7 adult member of an eligible household unit with respect to

8 which amounts are payable under this title, other than—

9 “(1) one adult member. of an eligihle houschold
10 " unit, other than the principal earner (as defined in sec-
1 tion 951 (h) of the Comprehensive Employment and
12 Training et of 1973) of that unit, if the nnit consists
13 of at least two or more adult members and at least one
14 child, _

15 “(2) one adult memher (who is not an aged, blind,
16 or disgbled individual, is not incapacitated. and (if the
7 unit contains more than one adult who is not an aged.

18 blind, or disabled individual or incapacitated) is not the
19 principal eamer of the unit) of an eligible household
() it that includes (A) at least one child ander the age
21 of T vears, or (B) an individial determined by the
") Secretary to he aged, blind, or disabled individual,
23 or by the Secretary of Labor to he an im-apm-imt(ﬂ in-

~ 24 dividual. requiring regular or full-time care and atten-
25 tion (as defined by regulations of the Secretary) @

0
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1 “(3) an aged, blind, or disabled individual;
9 ' *(4) an adult member of an eligible houschold unit

3 who is under *he age of 21 and enrolled in a full-time

4 course of study in an elementary or sccondary school; or
5 *“(H) an adult member of an eligible honsehold who
6 is enrolled in fulltime study if such niember either (A)

7 has monthly earnings at least equal to the Federal mini-
8 mum wage multiplied by 20 hours a week, or (B) is the
9 only adult in & household that includes -a child over’
10 the age of 6 yéars and below the age of 14 years,
11 *“(b) (1) In the case of any hlind or disabled individual

12 who—

3

13 (A) has not attained age 65, and
14 “(R) is receiving payments (or with respect to
15 *  whom payments are made) under this title,

16, the Secretary shall make provision for referral of such ina-
17 vidual to the approprinte State agency admiuistering the
18 State plan for vocational rehabilitation services approved
19 under the Rehabilitation et of 1973 (and is _authorized to
20 pay to such ageney the costs incurred under the plan in
21 providing services to such individual), or, in the case of
22 any such individual who has not attained age 16, to the
23 appropriate State ageney admini-  ng the State plan under
24 section 2128, and (except in such cases as he may deter-

25 mine) for a review not less often than quarterly of such

Q .
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1 individdal’s hlindness or disability and his need for and utili-

zation of the services made available to him under such plan.

«w N

“(2) The maximam payable amount of an eligible

C

household unit is debem}ixl_ed as though an individual over
5 the age of 16 werenot a member of that unit if he is referred
6 by the Secretary under paragraph (1) but refuses without
7 good eause to accept vocational rehabilitation services which
8 are made available to him.
9 “AMOUNT OF PAYMENT
10 “SEC. 2104. (a) The payment to an eligible household.
11 unit for any month shall be the amount (hereinafter in this
12 title referred to as the ‘maximum payable anount’ of the
13 unit) specified by section 2105, reduced by an amount
14 (hereinafter in this title referred to as the ‘available income’ «
. 15 of the unit) determined under section 2108,
16 “(b) (1) If a household urnit receives a paymeunt under
17 the preceding subsection for a month in which the earned
18 income of the unit is an .s.mount that, if multiplied by 12,
19 would exceed an amount detern.ned under 'regulations of
20 the Seccretary to subject the unit to lishility for personal
21 income tax under the Internal Revenue Code of 1954 in the
22 taxable year in :hich that month occurs, then for each 81
23" of earned income (withi.. the meaning of seotfoix 2106(1; )

24 (3)) subject to such tax and attributable to that unit for

ey
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that wonth the unit shall reeeive 20 cents from the Secretary
as an additional payment, subject to paragraph (2). For
the purpose of determining liability for personal income tax
under the preceding sentence, the xxnex;xbers of the unit are
deemed to elect the standard deduction allowed by section
141 of the Code for that year.

*“(2) If a houschold unit with respect to which para-
graph (1) applies becomes ineligible for a payment for any
month under subsection (a) by reason of the earned income
attributable to that unit for a month, the unit shall neverthe-
less receive a payment equal to the additional payment the
unit would have received by reason of paragraph (1), re-
duced hy 20 cents for cach §1 of enrned income attributable
tc the unit for that month in exeess of the minimum amount
of earned income by reason of which the unit would |.econw‘
ineligible for a payment for that month under that subsection.

“COMPUTATION OF MAXIMUM PAVABLE ANOUNT

“SEC. 2005, (a) INDIVIDUAL AMOUNTS,—[Except as
provided by subsections (d) and (e). the maximum pay-

able amount of an cligible household unit for a month is

- the total of (1) the sum of the inerements or amounts “pro-

vided by subseetions (b) and (¢). and seetion 2121 (per-

taining to State supplementation) with respeet to that unit,
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1 and (2) the sum of the amounts shown with respeet to

2 the members of the unit in tl‘ following table:

. Tl amount payable with
$ respeet to the member
“For cach unit member who ix in

An adult who is aged, blind, ordisabled. .o oo 07 $133. 832
Any other adult._ ... ... 8L67
A child whois blindordisabled. . ... ___.._....... 9L&T:0r
Nay other childo ool aiol BOLON,

3 “(b) INCREMENTs vor Hovsgnoup UNirs.—The

\.\ 4 maximan payable amount of an eligible household unit for

\';\ a month, as deterwined under subsection (a), is inereased

.

6 as provided in the Tollowing table: e

The muxitium  payable
‘ . amount of the unit
“If the unit consists of - is inereased by- -
One adult who s ayned, blind, or disabled . ..o 0 §75.00;
One individual and the individual’s sponse, each of )
whom is aged, blind, or disabled ... . 45, 83 .
One adult and one or more children. ..o ..o 108,33 or
Two or more adults and one or more children_ ... . 66,87,

“(e) LIMITATIONS IN Spkcial Casgs—(1) I an

adult who is a member of an eligible honsehold unit conxist-

X =

9 ing of aged, blind. or disabled individuals, or having a child
10 as a member. lives in a gonmon place of residence in any
11 month with one or more other individuals to whom he is
12 related but who are not n;c-mlwrs of that unit, the maximum
13 payable amount ot that unit under seetion 2105 ix redneed

14 gq follows:

15 “(A) If no member of that unit has an owier-
16 ship or leasehdld interest in the common place of vesi-
17 denee, the reduction is R66.67.




“(B) Ifa mgamber of that unit has an “ownership
or lensehold interest in the common place of recidence,

- and that interest ix shared with one or more individuals

living in the common place of residence wlho are not

members of that unit. the reduction-ig 833,33,

This paragraph applics to the maximun payable amount of
each of the eligible houschold units living in a single place
of residence.

#(2) If an eligible _housohold' unit consists of more
than 7 individuals. the unig’s maximum payable amount
¢hall be deterinined ax thongh the unit consisted of % indi-
viduals. For purposes of the preceding sentence. the unit
is deemed to consist only of those 7 ofAts members whose
mouﬂmship in the unit n'snlf':; in a determination of the
highest maxinmm payable amount for the unit nander this
section,

*{d) ('o.\xm':r.\'no.\' For UNITs SUnJEct 10 WORK
REQUuikkEM l-:.\i'l'.-—’( 1) () In the case of an eligible honse-
hold unit & member of which is eligible for subsidized work
or training under title IX of the Comprehensive Employ-
ment and Trainiug Aet of 1973, and required to be referred
to the Necrotary of Labor under section 2103, other than a
uuit dv?«-ﬁlwd in paragmph (2). the maximmm payable

amount of that unit for-any month is determined as thouph

g5
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that member were not included in the unit for thay month
and the increment under sﬁbseotion (b) for timt unit is
reduced for that month by $66.67, unless the Secretary of
Labor has certified to the Secretary that the wiember is
incapacitated, or that no employment or training has been
offered to that member, and that- (~(~rtiﬁ(1;ti()1n has not heen
withdrawn with respect to that month. '

“(B) In the case of a member of an eligible household
unit to which subparagraph (A) applies who is employed
in subsidized work or training as described in that sub-
paragraph. and = o ceases to be so0 employed by reason of
nwapm'lt\ (as defined in tltle IX of the Comprehensive
luxm.loynwnt and Training Act of 1973), the member is
included in the household unit for purposes of domrﬂ'inihg
the maximum pavable amount uf that unit, and no redumon
i made in the increment of that unit (as would otherwise

be required:-to he made by subparagraph (A)) during the

-period of that ineapacity, exeept as provided by sub-

';niram'aph (Y. .

¢ (") H the incapacity deseribed in subparagraph (B)
continues or is expected to coutinue in exeess of 90 days and
the unit contains an adult member who is not incapacitated.

that adult member shall hecome eligible .fox.a subsidized work

*or training under title IX of the (fomprehensive Eniployment

and Training Act of 1973 in lieu of the incapacitated mem-

1
»

. .) ' . -
z i . L]
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ber, unless the incapacitated member is found by the Secre-
‘ary to require regular or.full-time care and attention and the
unit contains no more than one adult membér who is not
incapacitated. In the case of an adult member of & unit who
becomes eligible for subsidized work or.training under this
subparagraph and has been referred to the Secretary of Labor
under section 2103, subpe.;éagmph (A) applies to the house-
hold unit only after the month in which by the Secretary of
Labor certifies to the Secretary that the eligible member (i)
did not report to the Secretary of Labor by the. close of the
seventh day following the day the member was referred, or
(ii) has been offered employment or training, or has failed to
comply with any requirement under title IX of the Compre- ~
hensive Employment and Training Act of 1973 and the
member should continue to be excluded until the month after
the month the certification is withdrawn.

“(2) In the case of an eligible hopsehold unit that
consists of not more_than one adult, one or more children‘
over .the age of 6 years and below the age .of 14 years, and
no child below the age of 7 years, paragraph (1) (A)
ap)lies only after the month in which the Secretary of
Labor certifies to tiie Secretary that the adult has been
offered employment or training, or has failed to comply

with any requirement under title IX of the Comprehen-

sive Employment and Training Aot of 1973; and paragraph
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(1) (A) shall oomgnue to apply until the month after the
month in which the certification is withdrawn.

“ (_5) In the casc of an eligible household unit other
than & unit described in paragraph (1) (A), or (2), &
member of which has been referred to the Secretary of
Labor-under section $103, the maximum payable smount
of that unit is determined as though that member were not
included in the unit after the month in which the Secretary
ob Lahor certifies to the Secretary” that the member (A)
did not report to the Becretdry of Labor by the close of the

seventh day following the day the member was referred,

_12.or (B) has heen offered employment or training or has

failed to comply with any requirement under title IX of
the (.'-;)mprehensive Employment and Training Act of 1973;
and the memiber shall continue to be excluded until the
month after the month in which . the certification is
withdrawn.
* “AVAILABLE INCOME

“Sec. 2106. (a) For purposes of determining the
payment to an eligible household unit for any month under
section 2164, the available income of the unit for that month
is, except as provided by -ection 2123 (pertaining, in part,
to ruies applicable* to increases in benefit reduction rates).
the sum of —

“(1) 100 per centum of Federal assistance income,

a4
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“(2) 80 per c_enﬂ\im of nonemploymént income, and

“(8) 50 per centum of carned income,
received by each member of the bousehold unit in that month,
including excexs available income of the unit attributed to
that month by section 2108, but excluding income described
in seotion 2107, .

“(b) As used in this secfion;—

“(1) the term ‘Federal assistance income’ means 8

cash payment received by or for the use of ai.x}.'individna.l

.4 from any agency of the United States the eligibility.

for, or amount of, which is dependent upon the financial
" resources of that individual or his fiecd for financial as-
sistance, including veterans’ pensioné: -

“(2) the term ‘nonemployment ingome’ means all
income, other than Federal assistance income and earned
income, in cash or in kind. including—

. “(A) any payments received as an annuity,
pension, !'o‘tirom(-nt. or disability benefit, including
veterans’ or wdrkmen's compensation and old-age
survivors, and disability insurance, railroad retire-
r;}ellt. and unemploviment henefits, and similar bene-
fits: .

“(B) prizes and awards: _
“(C) training allowances or stipends not de-

seribed in paragraph (3) :

P
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“(D) gifts and stippﬁrt and alimony.payniepts:
“(E) rents, dividends, interest, and royalties;

“(F) moouw iyputed from nonlmsmess nssets

. under section 2 109 and N . .

“(¢) the \alue of in kind income Oe-tabllshed
by the Secretar; under section 2107 (a) (17) ;5. d

*“(3) the term ‘earned income’ means— LA
‘ . <

“(A) wages as determined under section 203 .

(f) (5) (O).

“(B) net earnings from self-employment, as

defined in section 211 (without the applicaiion of

the second and thind sentences followingsubftection
(a) (10) and the last pamgmph of ;mbsection (a)
(each pertaining to an exclusion of & portion of the
pnm-vdw of certain . ncultuaral labor) ), ,mcludmg
eamm;.n fur serv ices doeonbod in paragraphs (4)

(pertaining to services by ordained ministers) , (5)

(pertaining to services. by Christian Science prac- .

titioners) , '.and (6)  (per aining to self-emnploy-

ment income of members of certain religions faiths)

of subsection (¢).
“(C) training stipends or allowapces received

under title IX of the Comprehensive Eniployment

" and Training Act of 1973; - S

“(D) amounts (not otherwise wages under

»

o
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T sﬂi»pﬂhtﬁt&ph (A)) paid to a hlmd or disabled

9 individual by a sheltered \mrkshop (as that term

"3 s defined by the Secretary) ;
. - *(E) amounts reéeived by an individaal under
.+ 5, @ a program of any State as compensation for the
¢ . care of any relative of the individual; and
| . 7 “(F) income “imputed from business assets
1 "8 - under section 2109 (a) .
. 9 “EXCLUSIONS FROM AVAILABLE INCOME

10 ° “8pee. 2107, (a) ExcrusioNs RELATED To FEDERAL
11 ASSISTANCE AND NONEMPLOYMENT INCOME.—There are

12 excluded. from the income to which section 2106 (a)

13 applies— '
1 '. . “(1) sﬁpport. and: maintenance in kind furnished to
' 1 an individual by an individual with whom he shares a
. 1% single place of residence;
’ 17 . X (2) sapport and maintenance furnished to an indi-
8 vidual by a nonprofit retirement hame or similar non-
19 profit institution in \\'lni(‘h he resides to the extent that it

oy . i fumished to the individual without the institntin{nz

’ 91 receiving payment therefor exeept from another non-
2 profit organization:
» “(3) when provided by an agency of the United
a4 States, a State, or a political subdivision of a State, or

25 by an organization described in seetion 501 (¢) (3) of
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tion or .training;
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the Internal Revenue Code of 1954, in consideration of
an individual’s need for that assistance, the value of .
housing (or any pryment required to be used for hons-
ing), aid to meet an emergency need, and any social
service;

“(4) g.ifts, prizes, or awards, in cash or kind.'. to the
extent that they do not exceed $20 in that mouth;

“(H) personal or real property, or equitable inte;"-'

. osts therein, that ar(; inalienable’ and nnavailable for use
as food, clothing, or shelter by the individual who re-
cetves it or by any other member of the individual’s
honsehold unit;

“(6) lump-sum inarance proceeds, inheritances,
judgments, and similar nonrecurring paynients;

“(7) one-half of the amount furnished to an in-
dividual by the United States by reason of the individ-
ual’s prior service in a uniformed service of the United
States and current enrollment in any course of educa-

“(8) student assistance to the extent it is used for
taition and mandatory school fees:

“(9) the value of food received under auy progrﬁﬁn
ar activity finaneed in whole or in part by any depart-

ment or ageney of the United States:

243
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“(10) the value of home produce consumed by the
houschold unit by which grown:

“(11) amounts received as a payment under sec-
tion 2104 or under an agreement with & State entered
into under seetion 2121 or section 2111; and

“(12) amounts, if not otherwise excluded under
paragraph (10). received as a ensh payment by or for
the use of an individual from any agency of a Stute or a
political subdivision thereof the eligibility for. or amount
of which, is dependent upon the financial resources of
thay individual or his need for financial assistance:

“(i3) amounts received as a cash payment under
any program of the State assisted under part B of title
XX

“(14) medical vendor payments as defined by the
Sm-rotary(:

*“(15) reimbarsements. for expenses incurred with
respect to work or voliteer activities, that do not
exceed expenses actually inonered and that do ot rep-
resent again or henefit to a household nnit receiving
them:

“(16) the proceeds of any loan to a member of a
household unit (other than a loan made under an agree-

ment whereby cash repayment of the loan, or any por-
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1 tion thereof, loan will be repaid by any organization or

2 agenoy, or by any individual not a member of the unit,
3 “except in the case of default) ; and
4 “(17) income in kind, the value of which the
5 Secretary finds cannut be readily ascertained, except
.6 ‘that the Secretary, by regulation, may set, or establish
7 procedures for the setting of, an amount that reazonably
8 represents the value of any such income, in which case
9  this paragraph does not apply to that income.
10 “(b) Excrusions RELATED To EARNED Inco;m.-
11 There are also excluded from the income to which section

2106 (a) (3) applies—

—
[

L “(1) in the case of an eligible household unit
14 that includes not more than one adult member, an
15 amount for each month equal to expenditures for such
16 care of each member of the unit who is a child below
17 the age of 14 years as is necessary, or any other depend-
18 ent with respect to whom it is demonstrated to the sat-
19 isfaction of the Secretary to he necessary, to enable the
20 adult member ~f the unit to accept ‘part- or full-time
21 employment, but not in excess of the lesser of (A) the
22 eamed income of the household unit-in that month, or
23 " (B) 8150 per month with respect to a unit containing

24 only one such child or dependent and $300 per month
25 with respect to 4 unit containing more than one such

26 °  child or dependent;

30 ‘-
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1 *(2) in the case of an eligible household unit lu‘iv—.
9 ing a child ax » member and havi‘ng'al.s'.o a member who
3 . s not included in th‘e unit for any month by reason of
4 section 2105 (d) (1) or (2) for purposes of computing
5 ° the maximum payable amount of the unit, an amount |
6 equal to so much of the earned im-o.me of that member
7 for that month as does not exceed S316.67 or the
8 amount specified by section 2124, whichever is applica-

9 ble:and

10 *(3) in the case of an eligible houschold unit de-
11 scribed in section 2105((1). (3) having two or muore
12 members, 8 member of which is not included in the unit
13 for any month by reason of that section, an amount
14 equal to xo much of the earned income of that member
5 for that menth as does not exceed (:-\) twice the maxi-
16 mum payable amount specified for the member (had he
13 been included in the unit for that month ).' by section
I 2104 (a). or (B) the amount specitied by section 2124,
19 whichever is applicable,

) “DISTRIBUTION OF AVAILABLE INCOME OVER

o1 _ ACCOUNTABLE PERIOD

) “SEe, 21(»&.. (a) (1) For the purpose of determining

a3 the payment under section 2104 to an eligible household
o4 unit for a month, the excess available income attributed to

25 that month is an ameunt equal to the sum of the excess avail-

dt

£y .
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hle income for each of the five immediately preceding

months. The excess in each precediug month is the amount
(if any) by which the available income for that month
(determined without rég’ard to this paragraph) _exweds
(after reduction under paragraph (2)) the maximum pay-
able amount of the unit (computed under section 2105)
for that month.

“(2) Whenever, during the period of the five immedi-
ately preceding months referlred to in paragraph (1}, there
occurs a month for which the maximum peyable amount
exceeds the available income for that month (determined
without regard to paragraph (1)), the amount of that differ-'
ence is applied to reduce the amount of the excess available
income for the earliest precediug month of that period in
which there is excess available income, The remainder (if
any) of that difference is then applied to reduce the amount
of the excess available income (if any) for each successive
month of that period that precedes the month in which that
difference l).(‘ﬂlll's, until the difference is reduced to zev.

“(b) For purposes of the preveding subsection, an

+ oligible household unit with respect to which a payment

under section 2104 is determined for any month is deemed,

in each of the five months preceding that mouth, to have the

4. same composition as, under regulations of the Secretary. it

25

has during such month.

32
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1} “ASSETS

“SEC. 2109. (a) No payments under thix title may be
made to an eligible h_ousehold unit if the value of its non-
business assets, other than those excluded under subsection
(b), exceeds $5,000 in any month, or if the value of its
business assets held for the production of self-employment
income (as defined in accordance with criteria prescribed
by the Secrétary) , exceeds, in any montil, a limit prescribed
by the Secretary. For purposes of section 2108, the income
of an eligible household unit for a month shall be increasedA
by 1.25 per centum of so much of the value of its non-
business assets, other than those excluded under subsection
(b), as exceeds 8500, less the aﬁlollnt of aay income de-
rived from those assets and received by the household unit
in that month: and that income shall be increased by 0.83
per centum of the value of its business assets less the amount
of any income so derives..

“(b) In determining the value of the nonhusiness
assets of a houschold unit. the Secretary shall exclude—

“(1) the home (including so much of the land that
appertains thereto as the Seeretary determines is reason-
able) if it is the place of residence of the houschold unit,
*(2) the household goods and personal effects (in-
cluding vohi('los)‘ of members of the household unit

(including tools or other similar items necessary for &
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member to engage in gainful employment, up to such
limits as the Secretary may by regulation-prescribe) ,
and .

‘“(8) separate, identifiable amounts (or the value
of any plot of land) set aside by & member of an eligible
household unit for meeting the expenses (or require-
ments) of his burial, to the extent they do not exceed
the amount (or value) that the Secretary determines
tobereasonableforthispu_rpo'se.-

“(c) For purposes of this section—

_“{1) the term ‘assets of a household unit’ means
the total of the assets of each member of the household
unit; ' '

"'(2) an asset beeomes an asset of the household
unit in the first month throughout all of which it was
owned by and within the control of & member of the
unit;

“(3) the value of a business asset shall be deter-
mined by its fair market value reduced by the amount
of any encumbrances thereon: and ?

“(4) the value of a nonbusiness asset shall be
determined by its fair markot value.

“(d) (1) If a member of an eligible houschold unit

% disposes of an assct, other than a business asset or an asset

95 referred to in subsection (b), the value reoexved if any,

31 y
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1 (whether”in cash or in kind) shall be treated by the Secre-

. 2 tary as an asset (and not irgcome).'
3 *(2) Tf & member of an eligible household unit disposes
4 of a business asset or an asset described in paragraph (1),
5, (2), or (3) of subsection (b), or & plot of lanq deseribed
¢ in paragraph (4) of subsection (b), the Secretary shall
7 not consider the value received as either an asset or income
8 until the expiration of one calendar month, or, in the cas~
‘ 9 of an asset described in subsection (b) (1), six calendar
10 months, succeeding the month of disposition, or such long
11 period as he determines there is good cause to allow. There-
12 after, he shall apply subsections (a) and (b) to determine
13 whethier any payment may be made to the houschold unit.

4 “DEFINITIONS

15 “SEc. 2119, For purposes of this title—

16 “(1) The terms ‘child’ and ‘children’ mean only
17 an individual or individuals ander the a.g.o of IR years
18 who are not parents of another child living iy the xame
19 place of residence. . .

20 “(2) The term ‘adult’ means an individual other
2, thawa child.

99 “(3) In determining whether an individual is mar-
23 ried or wﬁot-hvr one individual is the spouse of another,
24 appropriate -State law shall be applied, except that if
25 two indi\:i;iuals have been determined to be hushand

[
.
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: 30 : ,
and wife under section 216 (h) (1) of the Social Se-
curity et and no change affecting that relationship or
that determination has since occurred, they shall be con-
sidered to be married for purposes of this title,
“(4) The term ‘related’, as used in this title, meens
bearing s relationship to an individual that is the same
as one of the relationships to a taxpayer described by
paragraphs (1) through (8) of. section 152 of the
Internal Revenue Code of 1954 and an individual is
‘related’ to the members of a household unit if he is
related to at least one member of the unit. -
“(%) An individhal is considered to be & member
of & household unit for a month if he was a member of
that unit on the last day of thatr month.
“(8) Individuss are “living in a single piace of -
“;es?dence’ when, as .deﬁ'ned by regnlations of the Sec~
retary, each of them has that residence as his abode and
is not, absent therefrom (except to seek or .eugago in
employment) for a period in excess of 3 consecutive
’months.

“(7) A student (other than a student who ix an
aged, blind, or disabled individual) at an educational
institution (as the terms ‘student’ and ‘educational insti-
tution’ are defined by the Secretary) is a member of a

household unit any other member of which is furnishing

33
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or has furnished to the. student mor:a than one-half of
his support for the 12 months preceding the month for

which payment with respeot to the student is sought

. un(_ler this title.

“(8) The term ‘United States’ means the 50 States,
the District of (‘olumbia, the Cnmmonwe;llth of Puerto
Rico, tl\- Commonwéalth of the Northern Mariana
Islands, Guam, and the Virgin Islands.

«(9) (A) The term ‘aged, blind, or disabled indi-
vidual’ means an individual who is 65 y;ars of age or
older, is blind (as determined under subp;agagraph (B)).
or is disabled (as determined under subparagraph (C)).

* «(B) An individual shall be considered to be blind

for purposes of this title if he has central visual acuity of

20/200 or less in t.hv better eye with the use of a correct-
ing lens. An eye which is accompanied by a limitatim‘n‘in
the fields of vision such that the widest diameter of the
visual field subtends an anéle no greater than 20 degrees
shall be considered for purposes of the first sentence of
this subsection as having a central visual acuity of 20/
200 or less. An individual shall also'hc» considered to bhe
hlind for purposes of this title if he"&as determined to be
blind as defined under title XV of the Social Security
Act (as in effect for the 50 States) prior to the effective

date of this title and received payments pursuant thereto

[\
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- ou the basis of blmdness for the month before the first
' month for wlnz this title is in effect, so long as he is

continuously blind as so defined.

“(C) (i) An individual shall be considered to be
disabled for purposes of- this title if he is unable to en-
gage in any substantial gainful activity by reason of any
medically determinable physical or mental impairment
which can be expected to res}tlt in death or which has
lasted or can be expected to last vor a continuous period
of not less than twelve months (or, in the case of an’
individual under the 1ge of 18, if he,suffers from any
medically determinable, physical or mental 1mpanrment~
of comparable severity) .

“(ii) For purpuses of subparagraph (i), an indi-
vidual shall be determined to be under a disability only
if his physical or mental impairment or impairments

are of such severity that he is not only unable to do his

previous work but cannot, considering his age, education,

and work experience, engage in any ‘other kind of sub-
stantial gainful work that exists in the national economy,
regardless of whether s;lch ‘work exists in the immediate
area in which he lives, or whether a specific joh vacancy
exists for him, or whether he would be hired if he ap-

plied for work. For purposes of the preceding sentence

33
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(with respect to any imiividna.l) , the tetm ‘dgork that

‘exists in .the national economy’ means work positions

that exist in significant numbers either in the. region . -

whgre such individual lives or in several regions of the
country. |

“(iii) For purposes of this parsgraph, a physical
or mental impairment is an impairment that results from
anstomioal, physiologiesl, or peychological sbnormaali
ties that are demonstrable by medically acoeptable clini-
cal and laboratory diag;lostic techniques.

“(iv) The Secretary shall by regulation prescribe
the criteria for determining when servioes performed or
earnings derived f 'm éerviges demonstrate an individ-
ual’s ability to erjgage in substantial geinful activity.
Notwithstanding

e provisions of subparagraph (ii),

an individual whese services or carnings meet such cri-

teria, exce;)t for pt;rposes of pazmgmph (D), shall be
found not to be disabled.

Cw (v) No
;graphs (i) thrpugh (iv), an individual shall also be
considered to bb disabled for purposes of this title if he
was determinad to be disabled as deﬁn;ed under title

XVI of the Bocial Security Act (as in effect prior to

ithstanding the provisions of subpara-

the effective date of this title) and received payments -

LY
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15
16
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18
19
20
21

23

pursuant thereto on the basis of disability for the month
before the first month for which thls title is in effect,

' 30 long as he is oontmuously dlsabled as 80 defined.

“(D) (i) For purposes of tlns title, any services
rendered during a period of trial work )(as defined in

~ subparagraph (ii)) by an individual who is an aged,
blind, or disabled individual solely by reason of disabil-

ity (as determined under paragraph (C) of this sub-
section) shs_ll. be deemed not to have been rendered by
such individual in determining whether his disability
has ceased in a month during such period. .Aihused in
this paragraph, the term ‘services’ menns activity that
is performed for remuneration or gain o.r is determined
by the Secretary to be of ‘a type normally performed
for remunemtlon or gam

“ (n) The term ‘period of trial work’, with respect
to an imiividual who is an aged, blind, or disabled

individual solely by reason of disability (as determined

under paragraph (C) of this subsection), means & pe-

riod of months beginning and ending s provided in ’

subparagraphs (iii) and (iv): &

“(iii) A period of trial work for any individual

shall begin with the month in which he becomes eligi-

_ble for.ben;ﬁté:, under this title on the basis of his

disability ; but no such period may begin for an individ--

4 V.
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3%
ual who is eligible for benefits under this title on the
basis of a disability if lie has hnd a previous period of
K trial work while eligible for beuefits on the basis of
the same disability.

“(iv) A period of trial work for any individual
shall end with the close of whichever of the following
:nonths is the earlier:

. “(I) the ninth month, b'eginning on or after
the first day of such period, in wlich the individual
renders services (whether or not such nine months
are consecutive) ; or

“(11) the month in which his disability (as
determined under paragraph (4) (C) of this sub-
sectior;) ceases (as determined after the application
of subparagraph (i) of ¢this paragraph).

“SAVINGHS PROVISION IN THE CASE OF AGED, BLIND, OR
DISARLED INDIVIDUALS .

“8eC. 2111. (a) In the case of an individual who is
an aged, blind, or disabled individual, as defined by section
2110(4) (A). and, for the month immediately p;'eceding
the month for which section 2101 comes into effect, was
for a recipient of (and was eligible to receive) a supple-
mental security income benefit under title XVI of this Act
as in effect for that preceding month, the payment under
this title for any mionth shall be the greater of the benefit
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under title XV that the individual would receive if that‘;itle

were still in effect as lt was for the month preceding the

WO e

month for which this ntle beca.me effective, or the payment

-

with respect to that individual for the household unit of
5 which that individual is & member, shall under this section,
6 without‘regdrd to section 2121 (pertaining to State supple-
7 mentation of maximum payable amounts). The benefit
8- under such title X VI shall be the amount specified by seotions
9 1611 and 1612 of this Act, a8 increased by the operation of
d0, sec-ti&: 211 of Public Law 93-66 and as in effect in that
11 preceding month, except as provided by subsection (¢) of
12 this secti‘qn,. but without regard to section 1617 or 1618,
13 | “(b) At the request of a State that had in effect an
1+ agreement with the Secretary under section 1616 for the
15 menth immediately preceding the month with which sextion
o 16 2101 comes into effect, the Secretary shall continue to pay
17 to an individuci, for each month that subsection (a) remains
18 applicab' to that individual. the amount of the optional
19 State supplementary payment that wenld have been made
20 under that agreement had the agrecment continued in effect
21 and section 2101 not come inio effect: Provided, That the
22 State enters into an agreement with the Secretary to veim-

23 burse him, at such times and under such conditions as he may
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. 87
specify, for his expenditures with respect to each such op-'
tional State supplementary payment.
“(c) Subsection (a) shall cease to apply to an individ-

[ S - -

ual for and after the month beginning with whichever of the

following months first occurs—

(=]

(1) the month in which an application for pay-
ment under this title ceases to he effective as specified by
section 2131 (b) ;

“(2) the first month in which the individusl ceases
10 .%o be an aged, blind, or disabled individual;
1 “(83) the first month for which the amount of & pay-

S £ a9 &

12 ment to an individual, or to a household unit with re-
13 spect to the individual, under section 2104, would be
14 greater than the supplemental security income benefit
15 that the individual received (and was eligible to receive)

16 ander title XVI of this Act for thé month immediately
17 preceding the first month for which section 2101 came
18 into effect;

19 . *(4) the first month for which an individual would
20 have been ineligible to receive a supplemental security
21 income benefit under title XV1 (;x in effect for the month

22 immediately preceding the first month for which section

P 2101 came into effect) by reason of the provisicus of
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section 161 {3) (1) (A), (2), or (3), 1611(f), or

: "~ 1615 (o), had title XVI remained in effect.

3 “SPECIAL PROVISIONS FOR THE COMMONWEALTH OF

4 PUERTO RIOCO, THR VIMIN IBLANDS, THE OOMMON-
.5 WEALTH OF THE NORTHERN MARIANA ISLANDS, AND

6 GUAM

7 “Spo. 2112. (a) In applying this title to the Common-

8 "wealth of Puerto Rico, the Virgin Islands, the Common-

9 Wealth of the Northern Mariana Islands, or Guam—

10 “(1) the payment to an eligible household unit
1 ruder section 2104 is an amount that bears the same
12 ratio to that payment in each of those territories as the
13 per oapita incomes of the Ot.mnnonwealth of Puerto
4 Rico; the Virgin Islands, the Commonwealth of the
15 Northern Mariana Islands, and Guam, respectively, in
16 the fiscal year 1980 bear to the per capita income of that
17 one of the other fifty States that has the lowest per
18 capita income in that year, which amount, if not a
-19 multiple of 8$0.10, shall be raised to the next higher
20 multiple of $0.10 except that in any case in which the
21 ratio exceeds 0.9 it is deemed to be 1.0;
22 “(2) (A) the percentage used for determining avail-
23 ablé income under section 2106 (a) (2) (pertaining to

Q

4]
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nonemployment income) or 2106 (a) (3) (pertnining
to earned income) shall, in lien of the peroentage set
forth in that section, the percentage equal to the product
of that percentage and the ratio determined under para-
graph (1), except that if such product is not a multiple

of 5 per centum it shall be raised or reduced to the near-
est suoch ple’ (and if a multiple of 2.5 per centum,

/-/ﬁt not & multiple of 5 per centum, to the next higher

multiple of 5 per centum) ;

“(B) the amount of any exclusion related to earned
income under section 2107 (b) shall, in lieu of the
amount set forth in that section, be an amount equal to
the product of that exclusion and the .atio determined
under paragraph (1), except that if such amount is not
» multiple of $1 it shall be raised to the next higher
multiple of $1; and

“(C) the value of any nonbusiness assets specified
by the first sentence of section 2109 (a) (pertaining to
maximum allowable amounts of assets) shall, in lien of
the value so specified, be a valué equal to the product of
that value and the ratio determined under paragraph
(1), except that if such value is not a multiple of $1 it
shall be maised to the next higher maltiple of §1:

-
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“(3) section 2105(d) (1) (A) (pertaining to
oomputation for units with members required to seek
employment) is spplioable in the - Cominonwealth -of
Puerto Rico, the Virgin Islands, the Commonwealth of
the Northern Mariana Islands, or Guam only upon the
‘extension to that territory (as determined by the Secre-
tary of Labor) of title IX of the Comprehensive Em-
ployment and Training Act of 1973 on the same terms
and conditions upon witich the title is extended to each
of the 50 States and the District of Columbia, except
that such section shall be applicable to any household
unit described therein if the Secretary of Labor certifies
to the Becretary that s member of the unit referred
14 to the Secretary of Labor under section 2103 has been
15 offered employment or has failed to comply with any

© & =1 & & e D DD e
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16 requirement under title IX of the Comprehensive Em-
17 ployment and Training Act of 1973; and

18 “(4) sections 2121 through 2125 (pertaining to
19, State supplementation) are inapplicable.

20 “(b) The ratio to be used under subsection (a) in the
21 Commonwealth of Puerto Rico, the Virgin Isknds, the
22 Commonwealth of the Northern Mariana Islands, and
23 Guam, shall be promuigated by the Secretary between
24 July 1 and September 30 of 1981.
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1 “PART B—STATE SUPPLEMENTATION OF MAXIMUM PAy-
2 "ABLE AMOUNTS, MAINTENANCE OF STATE EFFORT,
-3 AND LIMITATION oF STaTE FiscaL L1ABILITY

4  “STATE SUPPLEMENTATION OF MAXIMUM PAYABLE

5 ’ AMOUNTS |

6 “S8ko. 2121. A State may enter into an agreement with
7 the Secretary under which the maximum payable amounts
8 established by seetion 2105 and the percentage prescribed
9 by section 2106(a) (8) (pertaining to the rate at which
10 amounts payable under this title are reduced in consideration
11 of earned income) shall -be increased, with respect to house-
12 hold units within the State eligible for payments under this
13 title, by an amount prescribed by the State consistent with
14 sections 2122, 2123, and 2124. The Secretary shall prescribe
15 rules with respect to the time of entering into and amending
16 the agreement in order to assure the Secretary an adequate
17 opportunity to Iprepare for the implementation of the agree-
18 ment and any amendments thereto. )

19 “SUPPLEMENTATION AGREEMENT

%) “Spe'. 2122, An agrecment hetween the Secretary and a
91 State entered into under section 2121 shall contain terms that
92 comply with the following requirements:

23 “(1) Each amount, increment, and reduction used,

24 under section 2105, to determine the maximum payable

25 amount of an eligible household unit shall be increased

- o
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by such percentage (hereinafter in this part referred to
as the ‘mpplex"nentation percentdge’) as the State, by the
agreement and oconsistent with this section, may pre-
scribe, subject to regulations of the Secretary governing
the number and composition of categories of household
nnits. to which different supplementation percentages
may apply.

“(2) The State may also increase the percentage
prescribed by section 2106 (a) (8) (hereinafter in this
part referred to as the ‘benefit reduction rate applicable
in the case of earned income’), uniformly with respect
to each dollar of income, consistent with this section,
provided that the sum of the benefit snpplc;mentation
percentage established under paragraph (1) and 100,
when divided by the benefit reduction rate established

‘under this paragraph, a quotient equal to or greater
than 2.

“(8) The maximum payable amount (as increased
by the supplementation percentage) and the benefit
reduction rate applicable in the case of earned income
shall «pply within all geographic areas of the Stafe
with respect to all members of the category of cl:w of
household unit eligible therefor.

“(4) (A) Subject to any offset undor section 2125
(pertaining to Federal pari.cipation in State supple-

4.,
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mentation payments) a.n(i section 2126 (pertaining to
limitation of State fiscal liability) the State shall, at such
times and in such installments as the Becretary may
prescribe; pay to the Secretary an amount (hereinafter in
this part referred to as the ‘supplementation payment’) .
equal to the 'exi»endihms made by the Secretary b scause
of thé increase of a maximum payable amuaut, with
respect to household ?nits within the State, by a supple-
mentation percentage. '

“(B) The supplementation payment, in the case of
a State, is an amount, coraputed by the Secretary for
each month in which ap agreement is in effect between
the Secretary and the Mate under section 2121, that is
the sum of al! payments to household units that received
payments within the State under section 2104 for that "
mouth, reduced by an amount equal to the sm of all
payments that those units would have received for that
month under seetion 2104 (a) had the agreement not
been in effect.

*“(5) The State shall mako the payments to the
Recretary prescribed by section 2123,

“(6) The State shall allocate to each of its politi-
cal subdivisions the portion of any offset received under
section 2125, with respect to any month, that bears

the same ratio to the offset as the political subdivision’s

330238 H e 79 - &

4.
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financial contribution (if amy) to the State’s supple-
mentation payment with respect to that month bears to
the total snpplomex!tation payment with respect to that
month. . .

“(7) The State shall make the payments with
respect to wage supplements required by section 853
of the Comprehensive Employment and Training Act
of 1973, '

“SPECIAL PAYMENT 70 HOUSEHOLD UNIT IF SUPPLE-
MENTATION PERCKNTAGE ENGENDERS PERSONAL IN-
COME TAX LIABILITY
“Sec. 2123, If the additional payment to a household

unit under scction 2104 (b) is inoreased by reason of a

spppier entation agreement entered into under section 2121,

the Ntate shall reimburse the Secretary for 75 per centum of

that increase, at such times and in such manner as the

Secretary’s regulations prescribe. .

“EFFECT OF BENEFIT REDUCTION RATE ON EARNED

INCOME EXCLUSION

“Skc. 2124. In any case in which the benefit reduction
rate applieable in the case of earned income for any month -
exceeds 50 per centum, or a supplementation percentage ex-
ceeds 0.0 percent. with respect to a household unit to which
paragraph (2) or (3) (pertaining to earned income éxclu-
sion) of section 2107 (b) applies, there is excluded from the

."". 50
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income of that unit for that month, in lieu of the exclusion
provided by .each such paragraph, an amount equal to the
product of $158.33 with respect to paragraph (2), or $91.67
with respect to Wpll (3), -;nd a-ratio the numerator

5. of which is 100 plus the supplementation percentage appli-

6

7

8

9
10
1
12
13
14
15
16
1%
18
19
20
21
22
23

24

25

\bgble to that unit, and the denominator of which is the
beﬁeﬁt reduction rate applicable in the case of earned income
of me;i'i!)_ers of the unit.
“annju._\ PARTICIPATION IN STATE SUPPLEMENTATION
\"'\ PAYMENT | .

“Sgc. 3125.. (a) (1) The Secretary shall offset against
the supplementation payment for each month, in the case
of each State that h@s\entered into an agreement with the
Becretary under section-2-12l that is in effect for that month,
an amount equal to the Federal share of each supplemental
payment to.a household unit for that month computed under
this section. - |

“(2) For purposes of this section a supplemental pay-
ment to 8 houschold unit for a month is the difference
between the payment to that unit under section 2104 for
that month and the payment (hereinafter in this section
referred to as the ‘Federal portion’ of the supplemental
payment to that unit) under that section if mhnpntod \Léith-
out regard to sections 2121, 2122, 2123, and 2124,

“(b) With respect to that portion of a supplementation

"I

S 51
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y Payment for & month that is attributable to a payment under
. section 2104 to an eligible household unit described in the
o ©ase of an eligible household unit described in section 2105
4 (d)(1) (A) an ehglble household unit & momber of which is
5 eligible for subsidized Work or training under hoction 2105
¢ (d)(1)(C), or an eligible household unit descnbed in
n section 21056 (d) (3), the Federal share of that portion,
% except as otherw\e provided in this sectwn, is equa.l to
9 the sum of— ,

10 “(1) an amount equal to the ‘product of 75 per
. 1 oentim and so much of the supplemental payment to
12 that household unit for that month as does not exceed
ia © 12:32 per centum of the Federal portion of the supple-
14 mental payment to that household unit for that month,
15 oompute& without regard to this supplementation agree-
16 ment; and

17 “(2) an amount equal to the product of 25 per
18 . centum and so muech of the .supplemental ray ent to
19 . that household unit for that month as exceeds .2.32 per
20 centum of the maximum payable amount. of the house- .

21 hold unit for that month (as so computed) and does

22 not exoeed— o

93 “(A) in the case of Alaska or Hawaii, the

P amount payable to the unit under section 2104 if

25 the supplementation agreement is deemed to estab-
\(o a2
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l 1 lish with rt:spect to that unit for tﬁe month a sup-
2 plementation percentage equal to 5 per oent.nn;
"3 of the weighted average official statistical povérty
n thresholds (as defined by thie Office of Management
5 and Budget) appiicable to either State (as appro-
o 6 priate) divided by the maximum payable amount
1 computed under s¢tion 2105 (without regard to
8 the supplementation agreement) for & household
.9~ ~_. unit consisting of one adult and three children . (one
10 of whom is under the age of 7 years) , none of whom
11 is an aged, blind, or disabled individual, and a ben-
12 efit reduction rate of 52 per centum.
13 /“(B) in the gase of the remaining Siates, the
14 _ amount payable to the unit under section 2104 if
18 tht; sup;;iementation sigrepment is deemed to estah-
16 lish, with respect to that unit for the month a sitp-
‘ 17 . plemeptation percentage of 12.32 per centum and a
18 beneﬁt. reduction rate of 52 per centum.
19 “(e) With respect to that portion of a supplementation

20 payment for a month that is attributable to a paynient under
21 seotion 2104 to an eligible houséhold unit not described in
22 subeecti(zn (b) or subsection (d), the Federal share of that
23 portion, except as otherwise provided in this section, is
24 equal to the sum of the ‘amounts described by paragraphs
25 (1) and-(2) of subsection (b). except that in paragraph

-~
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(2) (A) of that subsection 100 per centum is substituted for
*15 per centum and 70 per ce;xmm is substituted for 52 per
centum, and in paragraph (2) (B) of that subsection 51.2
per ocentum is subsmuted for' 12.32 per oentum, and 70 per
centum is snbstnmted for 52 per centum.

““(d) With respect to that port-lon of aau;)ple;nontation .
payment for & month that is attributable to 8 paymeunt under
section 2104 to & household unit all adalt members of which
are aged, blind, or disabled, the Federal share of that por-
tion, except as otherwise provided in‘,th'is section, is an,
amount equal to the product of 25 per centum and so much
of the :supplementa.l payment to that household unit for that
month as does not exceed 51.2 per centum of the Federal
portion of the supplemental payment to that unit computed
without regard to the supplementation agrecment, and with
the applicable. benefit reduction rate deemed to be 70 per
oonw;n. 3

“(e) '(l) In the case of an) eligible housal}old unit de-
s(fribed ilT subsection (b), the Federal share of a supple-
mental pdyment to the unit may not exceed the amount that
would bql payable if the supplementation agreement under .
section 2121 established— '

" (A) a benefit reduction rate that is thp lesier of

(i) the benefit reduction rate established by the agree~

ment, and (i) 52 per centun; and

54
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“(B) a supplementation percentage that is the
lesser of (i) the supplementation pereentage established
by the agreement and (i) 12.32 per centum.

“(2) In the case of an eligible household unit deseribed
in subscetion (¢) or (d). paragraph (1) applies, except .
that 70 per centum is substituted for 52 per centum in sub-
puragraidn (a) (ii), and H1.2 per contuﬁn is substiﬁltod for
12,32 iu'r'('entum in subparagraph (B) (ii).

“(f). If the earned income of a houxehold unit (com-
puted withont regard to any payment under section 2104
(b) (pertaining to t'ax rebates) , and after the exclusion
of any amount provided under section 2107 (b) (1) (per-
taining to dependent eare expenses) )~ exceeds 216 per
‘centum of the maximum pavable amount applicable to that
unit, or. in the case of a unit in Alaska or Hawaii, exceeds
144,23 per eentum of the poverty level deseribed in sub-
' seetion (b) (2) (A). und tlu';., unit remains eligible for a pay-

ment under section 2104 (13, subsection (8) (1) of this

~section shall apply as though the mit ceased to he eligible

for a payment under section 2104 (1) when its earned in-
«-nim-.(a.i so computed) exceeded sach 216 per contum or
144.23 per centun, as applicable.

“(g) Subsection (a) (1) does not apply to a supple-

mental payment, for any month, to a houschold unit de

seribed in seetion 2105 (d) (1) (A) or ((*) (pertaining

G
1
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to certain household units having members eligible for sub-

sidized work or training). or a supplemental payment, for

. anv month, to & how ‘wld unit described i section. 2105

(d) (2) (pertaining to one-adult household units with chil-
dren over 6 and under 14 years of age),.or to a househgld
unit consisting of one adult and at least oue child under the
agc of 7. if the supploméntntion agreement entered into
under section 2121 estabiishes in the case of each such house-
hold a different supplementation percentage or benefit re-
duction rate applicable with respect to earned income for
the same month: Provided, That thiz subsection does not
apply in any case in which the henefit reduction rates ap-
plicahlo. with respeet to camed income of houschold units

deseribed in seetions 2105 (d) (1) (A) and '((‘) are equal

. to 52 per centum, and the henefit reduction rate applicasle

with respect to eamed income of a househdld unit deseribed
in section 2105 (d) (2) and of a household unit consisting
of one udult and at least one ehild under the age of 7, is
‘equal to or greater than 52 per centuin, .
“"MAINTENANCE OF EFFORT

“See, 2126, (a) In order to assure that ench State
will continue to share responsibility for moot-i\'ng the title's
objectives, each ;H'tato shall pay to the Seeretary with re-
speet to that fiveal vear. an amount equal to 10sper centum

of the Federal expenditure (computed withont regard to sec-

56
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tions 2123 (a) and 2124) ) for pavments nnder section 2104
to eligible houschold units residing in such State (but not in
excess of that amount based on the primary maintenance of
effort amount which a State is required nndoii' suhsection (I»)
(1) “(.-\) to spend in the first fiscal year) aﬁd shall continue
to expend for, income maintenance and related pur]:)osos
described in subseetion (¢), such additional amount as neces-
sary to achieve the applicable total described ip subsection
(h).

“(b) (1) (A) In the fint fiseal year in which this title

_is in effect, a State shall expend an amonnt equal to the sum

of (i) 90 per centumn of the primary maintenance of effort
amount deternned under subparagrap!: (B) with respect
to that State, adjusted for use in that fiseal year, and (i)
the amount . that State’s allotment of Federal fundx for
emergency needs under part B of title XX for that fiscal

vear, unless that State de monstrates to the Secretary, that,
: ) N

while spending a lesser amount, it has made all the éxpendi-

thres necessary for that fisenl vear to satisfy the alternate
Ntate maintenance of effort requirement (as specified in sub-
pamgraph (€') ). The Secretary shall preseribe by regula-
tion the standards and criteria which he will employ, and the
requitements for a detailed showing by the State to the
satisfaetion of the Seeretary that the alternative State main-

tenance of effort requircment will be met for a vear, if the

57
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State chooses to make such showing before the close of that

[ .

fiscal year.

“(B) There shall be determined for each State an

w W

amount known as its ‘primary_maintenance of effort amount’

which amount is the sum of the following amounts deter-

[+1)

mined with respect to that State for quarters in fiscal year

1977 S

X =N <&

“(i) the nun-Federal share of expenditures as aid
9 -to familics with dependent children (as defined in sub-

10 section (d) (1)),

11 *(ii) the non-l*‘ederai shqre of State supplementary
12 ‘payments for the aged, blind, and disabled (as defined -
. 13 in subsection (d) (2)),
14 “(iii) the non-Federal share of emergency assist-
15 ance to needy families with children (as defined in
16 subsection (d) (4)).and
17 *(iv) amounts.expend(‘d. hy that State (or a
8 political subdivision thereof) in fiscal year 1977 as cash
19 payments to the needy in that State under & program
20 of general assistance or other similar income mainte-
21 nance program supported by Htate or local funds
o i+ w.owd in aceordance with such criteria as the
23 . etary may hy regulation preseribe).
24 w9 Dur purpeses of suhparagraph (A) | the falter-

95 nate State maintenance of effort requirement’ has been satis-

Q 58
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1 fied when the State has (or the Secretary determines that

2 the State will have by the close of the fiscal year) done the
) , .

3 follovying:

4

5

b

7

8

9
10
11
12
13
14
15
16
17

18

“(i) -made-the payment to the ‘Secretary in the

amount required by subsection (a),

“(ii) made payments, or entered into an agreement
with the &mhw under section 2121 for the making of
payments to each eligible household unit receiving pay-
ments under section 2104 (or who would but for their
available income be eligible for payments under such
section) up ¢o the amount (if any) that would have
been’ puyable to such & unit with the same availahle

income under the plan of such State approved under

_ part A of title IV, as in effect for the month before the

effective date of this section, or up to the amount (if
any) that would have been payable with respect to an
aged, blind or disabled individual with the same avail-
able income as a supplementary payment of such State
under section 16816 for the month prior to the effective
date of this title, such amounts having heen adjusted
for use in such year,

“(iii) paid the amount required for that fiscal year
for the purpose of making wage supplenments under
section 956 of the Comprehensive Employment and

Training Act of 1973,

L)
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“(iv) made payments to aged, blind, and disabled
individuals who received a paYmeni under section 1802

or 1618 of this Act or under section 212 of Public Law .

93-66 (as-such sections were in effect prior to the ‘of~

fective date of this section) for the month prior to the
effective date of this section, in an amount sufficient to
assure that the sum of the payment under section 2104
with respect to each such individual, his available in-
come (as defined in section.2108) , and such supplemen-

tary payment will not be less than the sum, adjusted for

use in such fiscal year (as defined in subsection (d), '

(6)), of such individual’s benefit under title XVI, his
other income not e:wcluded under section 1812 (b) of
this Act, and the amount of the Stte supplementary
paymont he received -for the month before the effective
date of this section: and

“(v) made payments to at least 75 per centum of
the eligible household units that recvived a payment
under the plan of that State approved under part A of
title IV for the month prior to the effective date of this
section, in an amount sufficient to assure that the sumn of
the paymunt’undor section 2104 with respect to each

such household unit. its available income (as defined in

section 2106), and such payment will not be less than

the sum (adjusted for use in such fiscal year as defined

. {.‘16 O
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in subsection (d) (6)) of the household unit's income

which was taken in%o consideration by the State, as

required by section 4(;2 (ni (7) and (R) of this Act.;and
the amount of aid to families with (iependent children

it received under the State's plan approved. under part A

of title IV for the month before the effective date of this

section. ,

“(2) In the second fiscal year in which this title is in
effect, in lieu of the amount specitied in paragraph (1) (A),
the State is required to expend an amount equal to the sum
of 75 per centum of its primary mnintenal;(-c of effort amount,
adjusted for use in such second, rather than the first, fiscal
vear (as defined in subsection (d) (6)) and its allotment of

‘ederal funds for emergency needs under part B of title XX
for that second fiscal year or to meet the alternate State
maintenance of effort requirement.

*(3) In the third fiscal year in which this title is in ef-
feet, in liew of the amonnt speeitied in paragraph (1) (\). the
State is required to expend an amount equal to the sum of
60 per centum of its primary nmintéuam-e of effort amennt,
adjusted for use in such third, rather than the first, fiscal year
and its allotment of Federal funds for emergeney needs under
part B of title XX for that third fiscal year, or to meet the
alternate State nintenanee of effort requirement.

“(¢) In determining whether a State has expended in

61
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any fiscal year the amount based on the primary mainte-

nance of ecort amount prescribed in subsection (b) for

income maintom;x;ce and related purposes, the Secretary

shall include the following expenditures by the S.uate in that '.

fiscal year as expenditixres which qualify toward .chieving

that amount—

L]

“(1) the amount paid to the Secretary by the
State wder subsection (a),

“(2) the non-Federal share of expenditures for
Suite ~epplementation of the maximuin payable amounts
under an agreement under section 2121 (a8 defined in
subseetion (d) (3) ). | X

“(3) 1he amount paid by the State in the fiscal
vear for the Jurpose of wage supplements under section
956 of the Comprehensive Employment and Training
Act of 1973;

* *(4) non-Federal expenditures for payments to or

for the use of an individual, the eligibility for, or the

amount of which, is dependent upon the financial re-

sonrees of that individual or his need for finuneial as-

sistance,

*“(5) the non-Federal share of expendituves for
child care services (as defined in subsection (d) (5)).
but only to tli't.'._vxtont that that amount exceeds the non-

‘ederal expenditures for child care services-in the fiscal



89

‘ 57

year immediately preceding the fiscal year for which
v

1
* 2 thix title first became effective,
3 = “(8) expenditurex fo¥- emergency needs under the
) 4 State plan approved under part I’ :f title XX, and
5 “/ ) the costs of administration paid by the State
6 (or a political subdivision thereof) related to expendi-

7 tures described in paragraph (4) or (6).

8” “(d) Asused in this title—
., 9 “(1} the term ‘non-Federal share of expenditures as-
'-"' .10 aid ta families with dependent children’ t\'ith respect to”
' 11 any State in -fiscal "vear 1977 means the difference

hY

12 - hetween—

13 “(A) the total expenditures under the plan of
) 14 that State approved under part A of title IV as aid
15 “to families wyith dependent children in quarters in
16 that year, and i}
17 “(B) the total of the mnm'mt-s determined under
18 section 403 or section 1118, and under section 9 of
19 v the Act of April ‘) 1950, with respect to those
20 | expenditures in that quarter in that fiscal year but
| without regard to any reductions which may Iun\"o
2 been applied to those amounts pursunnt to subsection
93 (e). (£). (). or (h) of section 403:
24 “(2) the tera ‘non-Federal share of State supple-
25 mentary pavments for the aged, hlind, and disabled’ in

o 03
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the case of any State (other than the Commonwealth of -

Puerﬁ Rico, Guam, and the-Virgin Islands) means the
difference between— '

“(A) the total amount expended in fiscal year

1977 (whether by that State or a political xubdivi-

sion thereof) as optional Sitate supplementation (as

defined in section 1616 (a) ) and as mandatory State

supplementation (as defined in section 212 of Public
Law 93-66) (as those sections were in effect prior
to the effective date of this section), and e
“(B) any amount that State would have had to
pay the Secretary with respect to such optional or
mandatory State supplementation it for the opera-
tion of seetion 401 of Public Law 92-603: -
“(3) the term ‘non-Federal share of expenditures
for State supplementation of the maximum payable
‘amounts under an ag;'eement' under seection 2121’
means, in the case of any State in a fiscal year, the
total expenditures for State supplementation of the
ma.. Jum pn&able amounts under an agreement under
seetion 2121 made in that year to eligible household
units residing in the State reduced hy the sum of—
“(A) the Federal share of such expenditures
determined under section $125, and

“(B) any ampunt the Siate wonld have heen

64~
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1 required to expend for such supplémenta.ry' pay- |
2 ments bl_it for the operation of section 2127; | ’

3 “(4) yﬁe term ‘non-Federal share of expenditures

4 for emergéncy assistance to needy families with chil-

5 dren’ w}th respect to any State in fiscal year 1977 means

; 50 per: centum of the total expenditures for that year

6

7 under the plan of that State approved under part A of
8 title IV as emergency assistance to needy families with
o _

_ / ehildren ;
’ 10 “(5) the term ‘non-Federal share of expenditures
//ii for child care services’ in the case of any State ip &
/13 fiscal vear means the total amount expended in that
/ 13 - year for the provision of child care services under the

. 14 plan of that State approved under part A of title XX,
15 . - reduced by amounts paid by the Secretary to that State

16 “under section 2002 with respect to thuse services; and
17 “(6) the term ‘adjusted for use in’ a particular year
18 with respect to a specified amount (or amounts) means
T the amount (or amounts) multiplied by the ratio of (A)
20 the arithmetical mean of the Clonsumer Price Index for
a1 Urban Wage Earners and Clerical Workers for months
o) in the fiscal year for which the amount is to be used or
s applied by the Seeretary to (B) the, arithmetical mean
24 of that index for months in the fiscal year with ref-
25 erence to which the amount was ascertained.
65
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“.(e) Jf this title.ﬁrst becomes effective beginning . with
a month other than the first month of a fiscal year, then
for that firgg '(purtial) fiscal year all amounts referred to
in this section or in section 2127 which are determined by
considering total expenditures for the 12 months in fiscal
year !977 shall be adjt. * 4 for.use in that first fiscal year '

hy multiplying each such amount by the ratio that the vum-

her of months (in such first fiscal year) that this title is in

* effect bears to 12.

“(f) (1) For purposes of spplying the provisions of
this section and of section 2127 to the (‘,omm.onwealth of
Puerto Ri;:o, (luam, and the Virgin Islands, all references
in such sections to ‘supplemental security income benefits’
or ‘State supplementary paymeuts’, either under section
1602 or section 1616 or under section 212 of Public Law
9:3-66, shall be deemed ¢o be references 0 payvments under
the plan of such State approved under title I. X, XIV..or
XVI (asin effect in those jurisdictions) of this Act, as such
plan was in effect for the month immediately preceding the
month heginning "with which this title hecomes. effective;
the non-Federal share of payments under title I, X, X1V,
or XVI (as so0 in effect) fora fiscal year with respect to
these three States means the difference hetween total expend-
itures for quarters in that ﬁscal y;*ar and the amonn;“tll’o.t.o;'-'-“

itd for thal Slatr ander sedtions 3 {a) {2). 1003 () {2},

<R
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1403 (a) (2), and 1603 (a) (2) ; and references to ‘income

not excluded under section 1612 (b) (2) of this Act’ shall he

deemed to be references to income required to be aken inte
consideration under the plan of such State approved under
title I, X, XIV, or XVI of this Act, as such plan was in
effect for the month preceding the month for which this title
becomes eﬂ'ecti:m. v

*(2) This yeetion and section 2127 are not applicable
to the Commonwealth of the Nenthern Mariana Island».
‘e “l:l.\n'rf\'rlox'ox FISCAL LIABILITY OF STATES

“Ske, 2127, (a) (1) If a State, in the first fiscal year
in \yhic-h this program is in effect, makes expenditures, for
income supplements and services related to the puigposes ot
this title (as defined in subsection (¢)) in an amount in
excess of the amount based on the primary -mainténance of
effort. amount-which a State is required to spend under sec-
tion 2126 (b) (1) (\), the Secretary shall pay to that State
an amonnt equal to that excess. i ) s

*(2) If, after application of paragraph (1). a State's
expenditures for income supplements and serv .es related to
the parposes of this title in the first fiseal year exceed the
sum of the amonnt s;m-iﬁ;wl in subsection (a) (1) and 90
per centum of the non-Federal share of administrative costs

of a State’s plan for aid to families with dependent children

(as defined in subsection (¢) (2) ). adjusted for use in that

39
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fiscal year (as defined in section 2126(11) (6) ), the Sevre-
tary sinall pay Yo the State an amount equal to that exeess. .
“(3) As s condition of any State receivi'ng'a. payment
under Aparagmph (1) or (2)«of thix subsection, or under
sulw(‘eiion_ (b), the State must agree to pay to any political

subdivision thereof which participates in the expenditures

“for income snpplements and services related to fhe purposes

of this title & portion.of such payment which bear the same

. ratio to such payment as such politieal subdivision’s financial

wiintribnt‘io;l to such expenditures hears to the total amonnt
of such expenditnres, )

*“(b) In the §(~(°()11d. third, fourth. and fifth fiscal years
sui)soquont to the first fiscal year that this program i< in
effect, the paym(:nts provided for in subsection (a) shall be

adjusted as follows <. "

“(1) (\) in the second fiscal year that thiv program

is in effect, the S)'retary shull pay to a State an amonnt

equal the.excess of (i) ‘ts expenditures for income and
services related to the purposes of this title, over (ii)

the snm of that State’s ;)rjma;'v maintmmnco ammmt. (as

definid in wvtlon 2l"b(b) (1) (B) :md adjnsted fnr lise

in that year) and its allotment of Federal funds for

emergency needs under part B of title XX forthat year;

> “(B)-in the third. fourth. aiid Giftlr fiseal years that

shis program is in effect. the Secretary shall pay to a

’_,.--0.—.../
68:."
»
.

¢ .



* 10

-

-

65

. 6
State an amount equal to the excess of (i) is expendie
tures for income aud services related to the purposes

of this title, over (ii) the sum of (I) 110, 130, and

¢ 160 per centum, respectively, of that State’s primary

maintenance amount (ﬁs defined in section 2126 (b)
- (1) (B). adjusted for use in such third, fourth, and
ufth Siscal vears, respectively, and (IT) its allot.nent of
Federal funds for emergency needs under part B of title
XX for such third, fourth, and fifth fiscal yvears. respec-
tively.

*(2) (A) If. after application of paragraph (1), a
State's oxbondituum for income supplements and services
related to the purposes of this title in the second fiscal
vear exceed 90 per centunt of the sum of (i) the State’s
primary naintenance of effort amount (as defined in
section 2126 (b) (1) (B) ). and (i) the non-lederl
sharé of a State’s administrative costs of its plan for
aid to families with dependent children, suel sum having
been adjusted for nse in snch second fiseal year, further
increased by the State's allotment of Fedeml funds for
emergeney needs under |, ¢ B of title XX for surh

second fiseal vear, the Secretary shall pay to’ the State

~ .an amount equal to that exeess; and

“(B) 'if. afier application of paragraph (1). a

" State's expenditures for income supplements and services

A

Gy -
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related to the purposes of this title in the fourth and fifth
fiscal years exceed 95 per centum of the gﬁm of (i) the
State’s primary maintenance of effort aﬁlount (as de-
fined in section 2126(b) (1) (B)), and (ii) the non-
Federal share of a State’s administrative costs of its plan
for aid to families with dependent children), such sum
having been adjusted for use in such third, fourth, and
fifth. fiscal years, respectively, further increased by the
State’s allotment of Federal funds for emergency needs
under part B of title XX for such third, fourth, and

 fifth fiscal years, respectively, the Secretary shall pay to

the State an amount equal to that excess.

*“(¢) Asused in this section—

“.( 1) tke term ‘expenditures for income supplements
and services related to the purposes of this title’ with
respect to a. State in a ﬁ.\‘("al yvear means the sum of—

“(A) the amount paid to the Secretary hy that
State with respect to that year under section 2126
(a):

“(B) the non-Federal share of expenditures
for State supplementation of the maximum payable
amonnts under an agreement under section 2121
. (nx defined in section 2126 (d) (3) ), but not includ-
ing {i) expenditures with respect to supplemental

payments to any class of household units specified in

70
b 4



87

. 65

1 clauses (I) through (VIIN if the supplemental
2 payments to a unit in that class are determined in
3 a manner jnconsistent with the applicable limits
4 prescribed in section 2125:

5 “(I) units all the adult members of which
6 are aged, blind, or disabled individuals,

7 “(II) units with only one adult member
8 who is not aged, blind, or disabled, that in-
9 oludes at least one child under the age of 7
10' years,

11 ' “(III) units with only; one adult member
12 who is not aged, blind, or disabled, that includes

B no child under the age of 7 years and at least

14 one child under the age of 14 years,

15 “(IV) units with only one adult memb.er
16 who is not aged, blind, or disabled, that include
17 no child under the age of 14, and at least one
18 child,

19 “(V) units with at least two adult mem-
20 bers, one of whom is available for smployment,
9 and at least one child
29 “(V1) units with at least two adult mem-
93 bers neither of whom is available for employ-
2% . ment by reason of incapacity or custodial re-
28 ' .v.'"\:“'-ihi!tt,v. and at least one child, and

O 7’
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“(VII) units having one member (if that
member it not aged, blind, or divabled, or in-
capacitated) or units having two or more adults,
al least one of whom is available for eﬁnploy-

ment, and no child, and -
(ii) any expenditures which result in payments
in excess of the amount (if any) that would have
been payable to a unit with the same available in-
come, und>r the plan of such State approved under
part A of title IV, would have been paid asz a
\supplvmentary payment of such State under sec-
tion 1616, or would have been received by 8 house-
hold unit within that State under a program of
general assistance or other similar income mainte-
nance program described in section 2126(a) (2),
whichever may be applicable, for the month prior
to the month this title becomes eflective, adjusted

for use in that fiscal year;

*(C) the amount .paid hy the State in that fis-
cal year for the purpose of wage supplements under
section 956 of the (‘vmprehensive Employment and
Training Act of 1973 ;

“(D)) non-Federal expenditures for payvments
to aged, blind, or disabled individual who received

a payment under section 1602 or 1616 of this Act

72
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or under section 212 of Public Law 93-6¢ (as such
sections were in effect prior to the effective date of
this seetion) for the month prior to the effective
date of this section in the least amount suflicient to
assure that the sum of the payment under section
2104 with respect to each such individual, hiv‘avail-
able income3 (as defined in section 2106), and suc\
supplementary payment will not be less than the
sum, adjusted for use in such fiscal year (ax defined
in section 2126 (d) (6) ). of such individual’s-hene-
fit under title X VI, his other income not exeluded
under section 1612 (b) . and the amount of the State
supplementation he received for the month hefore
the effective date of this section:

“(E) in the case of subseotions (a) (1) and

(b) (1). 75 per centum of the non-Federal expend-

“itures (or, in the case of subsections (a) (2) and

(b) (2). all of such expenditures) for payinents to
eligible household units that received a payment
under the plan of that State approved under part
A of title IV (as such part was in effect prior to
the effective date of this section) for the mouth
prior to the effective date of this section in the
least amount sufficient to assare that the sumn of

the payment under seetion 2104 with 1 1 to

~?
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1 each such household unit, its available income (as
2 defined in section 2106), and such supplementary
3 payment will not be less than the sum (adjusted
4 for use in such fiscal year as defined in section
5 2106(d) (6)) of the household unit’s income
6 which ;nm taken into considemtioﬁ by the State, 3
{ as required by section 402(a) (7) and (8) and
8 the amount of aid to families with dependent children
9 it received under the State’s plan approved under
10 part A of title IV for the month before the effective
1 date of this section; and
. 12 “(F) o.\'pondit'nms by the State for emergency
. 13 needs under part B of title XX to the extent they
14 do not exceed the Ntate’s allotment under such
Lt part B for that fiseal year; and
16 “(2) the term ‘non-Federal share of administra-
17 tive costs of a State’s plan for aid to familiex with
18 dependeat ('llildr:;n" with respect to a State means the
19 total amount expended by that State in fiscal year 1977
20 for the proper and efficient adzinistration of its plan

21 approved under part A of title IV reduced by the

™ amount determined under seetion 403 (a) (3) with re-
93 speet to such expenditurex (without regard to any re-
24 ductions which may have been imposed under subsection
25 (e}, (). (g).or (h)} of section 403) .

o ?
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1  “STATE PLANS FOR SERVICES TO DISABLED CHILDREN
2 “Sre. 2128, (a) (1) The Secretary shall by regulation

3 prescribe criteria for approval of State plans for—

4 “(A) assuring appropriate counseling for disabled
5  children referred pursuant to section 2103 (b) and their
6  families,

7 “(B) establishment of individusl service plans for

8 such disabled children, und prempt referral to appropri-
9 ate medical, educational, and social services,
10 “(C) monitoring to assure adherence to such service

1 } plans, and

12 “(D) provision for such disabled children who are
13 .6 vears of age and under. or who have never atiended
14 public school and require prepasation to take advantage
15 of public edneational serv.ices. of medical, social, develog-
16 mental, and rehabilitative services, in cases where such
17 services reasonably promise .0 enhance the child’s a%ility
18 “to henefit from subsequent education or training., or
19 atherwise to enhance his opportinines for self-suffic o2y
20 or self-support u an adult,

21.' “(2) Such eitesia shall include -

29 “(A) administration—

2 : “(i) hy the agency administerir g t'.c State pian
24 for crippled children’s serviee ruder title V of this
25 Net, or

-~
!
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“(ii) by another agency which administers pro-
grams providing services to dis;,bled children and
which the Governor of the State concerned has de-
termined is capable of administering the State pian

described in the first sentence of this subsection in a

more efficient and effective manner than the ageney

de;cribed in clause (i) (with the reasons for deter-
mination bei.. * set forth in the State plan described
in the first sentence of this subzection) ;

“(B) mordina.tioﬁ with other agencies serving
disabled children; and -

“((") establishment of an identifiable unit within
such agency which shail he responsible for carrying out
the plan.

“(b) (1) The Secretary shall, subj.ct to the limitations
imposed by paragraphs (2) and (3). pay to the State
agency administering a Staie plan of a State under sabnec-
tios (a) of this seetion the costs incurred in each fiseal year,
m carrving out the State plan approved pursuant to such
sithseciion,

*(2) (\\) ().f the funds paid by the Secretary with
respect to costs, incurred in apy State, to which paragraph
(1) applice, not more than 10 per centum thereof shall be
paid with respect to costs incurred with respet to activiting

deseribed in_ subsections (a) (1) ¢*}, (B).and (C).

767
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“(B) Whenever there are provided pursuant tn this

section to any <hild services of & type which is appropriate,

“for children who are not blind or disabled, there shall be

disrearded for purposes of computing any payment with
respect thereto under “this subsection %o much of the costs
of such services as would have: been incurred if the child
involved had not been blind or dirabled.

*((!) The total amount payable under this subsection
fnr any fiscal .year. with respect to services provided in any
State, shall he redvoed by the ameunt by which the sum of
she public funds expended (as detenruned by the Secretary)

from non-Federal sources for services of the type involved

for such fiscal year is less than the sr-. of such funds

expended from such sources for services of such type for the
fiscal year ending June 30, 1976,

* () No payvment under this subsection with respect to
costs incurred in providing services in any State for any
fiseal vear shall exceed an amomnt which bears the same
ratio to $30.000,000 ax the under age 7 pop lation of such
State bears to the ander age 7 population of all the HStates,
The Secretary shall promulgate the limitavion applicable to
sach State for each fiscal vear under this pavagraph on the
basis of the most eeent satisfactory data available from the

Department of Commeree not later than 90 nor carlier than

270 days before the beginn'ng of such year.

7
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“PART C—ADMINISTRATION OF INCOME SUPPLEMENT
AND INcOME SUPPORT PROGRAM
“APPLICATION

“Sgc. 2131. (a) Each household unit seeking payment
under this title must apply therefor in such form and include
in such application such information required in the admin-
istration of this Act as the Becretary may by regylation
prescribe. A household unit has filed an application, for pur-
poses of this section, on the day that an individual described
in the following sentence makes, in person and at any loca-
tion designated by the Secretary to receive applications or
sends written réquest received at sych location containing,
what may reasonably be interpreted as a request for payment
under this title. The application may be filed by any adult
individual ¢laiming to be a member of the household unit
on hehalf of which the application is filed, or hy any other
person, on hehalf of a household unit containing no adult
member able to file, and shall apply with respect to all mem-
bers of the household unit.

“(b) The appliéation prescribed by the Secretary under
subsection (8) shall include (1) those provisions necessary
for each adult member of the household unit to assign to
the State in which he resides any rights to support from any
otller person such member may have in his own behalf or

in behalf of any other member of the household unit, and (2)

78 .
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the agreement of such. adult member to oooperm; with
the State {A) in establishing the paternity of ¢ child born
out of wedlock who is & member of the same household unit,
and (B) in ohtaining support payments for such member
and such child: or in obtaining any other payments or prop-

erty due such meniber or child, unless (in either case) such

member is fo;md to have good cause for refusing to cooper- .

ate as determiped in accordance with standards prescribed

by the Secretary, which standards shall take into considers-

tion the best interests of such child. In the oase of an adalt
member (referred to in the preceding sentence) who does
n;t take all actions necessary to implement the spplication
provisions Arequired by this subseotion, the maximum payable
amount of such household unit is determined as though such
member wéfe not in that unit.

“(0) For purposes of this section, an appLocation is
effective as of the first day of the month in which it was
filed, and is an application for benefits'for each month be-

. ginning with the second month preceding the month of

appiicstion and ending with (1) the mov'h in which the
Secretary denies the application, (2) the sixth consecutive
ronth in which no amount is payable to & household unit
which had previously been determined to be an eligible
household unit, or (3) the month in _whioh of .the g’pplio&

tion is withdrawn (in accordance with such rules as the

79
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Secretary may préscribe), whichever oocurs first. Thereafter,

payments under this title Eﬂay only be made upon the filing of ————
\ ‘

a new application.
“DRTERMINATION OF ELIGIBILITY FOR AND AMOUNT OF
- " PAYMBNT -
“Sg0. 2132, () A household unit’s ligibility for and
amount of any payment under this title for any mouth shall
be promptly determined al't_ such time or times-after the end
of that month as the Secretary may provide.

“(h) A determination under subsection (a) may not be

reopened hr'}eoqqgidered for any reason after the expiration

of twelve months following the close of the fiscal year in,

which that determination is made if—

“(A) the individual affected or an individual rep-
resenting “the household . unit affected had notice of
the determination and did not seek timely consideration
of thix determination under section 2136, or

*(B) timely consideration of the determination was
sought under section .. * 36 and tt‘i‘o revised determination
has hecome final. '-.‘

“PAYMENTS OF BENEFITS
“See. 2133, (a) The .Secretary shall make payvments
with respect to a houschold unit detvrTined to bhe eligible

therefor under this title at such time or times and in such

installments as will hest effectuate the purposes of this title.

e 1
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e Secretary may make payments under this title
to the mg_mbe .of the household unit whom he determines to
be the principal earner of the L ."* to any other adult mem-
ber of the unit, or to two or more adult members of the unit
in -a:;mrdance with criteria prescribed by the Secretary to

assure that all members of the eligible household. unit receive

the use and benefit of the payment. The Secretary may make
all or any portion of the paymeilt to any person (including a

public or private agency) not a member of the unit who is
interested in or concerned with the welfare of one or more
members of the household \mii upon the request of any
member -of the unit or upon the Secretary’s finding that such
manner of payment is necessary in order to insure the
availability of the payment on behalf of the unit or a;ny mem- |
ber thereof. ®

“(¢) The Necietary shall make .pfjovisidn for notice
(inclunding the transmittal of all rolovan.t information), not
later than the time of the first payment under this title, to
the child sapport collection ageney  (established pursuant to
p;m D of title IV), of the application for payment under
this title with respect to a child who has heen deserted. or
abandoned by a parent (including a child horn out of wed-
lock without regard to whether the paternity o such child
hax heen established) .

*(d) The maximaum payable amount of an eligible

81
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" . 1 household umt thh respect to aqy mdn idual who is under

2 age 85 and hhs been determined by the Swretary to be blind
3| (as deﬁhetl by seotion 2110(4) (B)) or disabled -(as de-
4 fined by section 2110 (4) (C) ), and who ceases to be bli;\d .

5 or be under surh. disability “shall not be reduced on aocount ,
6 of such coseatnon uatil the thtrd month followmg the month

- 7 in whwh. such blindness or disability ceases.

-

tgi ‘°kqmn'm ARD FURNISHING OF INFORMATION
9 . ?‘Sm‘. 21,34 (a) The member of .an ellglble household

10 unit whu hax filed an application for payment under thn.

1 title or, if dlﬁvrent the principal earner of an ellmble .

12 household umt or such othor memner as the Secretary may

BREN spec xfy. shall hle penodw repurts on income and other

14 relevant. iutormation, such’ as household Gnit composition

15 and assets, "as may he required by the Secretary and shall

. . “»
' 16 keep such other records, and file such nW such
17 form and at such time or times as the Secretar™may by

18 - regulation preseribe for the (ﬁoctivo and efficient adminis-
19 tration of this title,

o) *(bh) In case of failure by an individual to keep records

:;l or furnish i;lfo;_:_nmt,ion as may be required by the Secretary

2 _u\nder\ subsection (a)l, the Secretary may apply such pre-
93 sutpi;tions or rlex as he finds necessary to carry out the
9% pr»mam. and, io the cese of further failure, may suspend
95 payment until such documentation of relevant facts and

89
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(k .ot
circumstances &8s he may find necessary, shall have been
provided. | )
. :‘0\'ERPA\'ME.\‘TS AND UNDERPAYMENTS

“Nec. 2135, (a) Whenever -the Secretary finds that
more or less than the (‘,-orrect amount, as determined in
accordance with section 2104, has been paid for any month
with respect to an eligible household iit, proper adjus'-\
ment.shall. subjeot to the suceeuing provisions »f thiz part; he
nw?( by appropriate adjustiients in future payments under
fhig title v.vlith respect to snch unit by appropriate adju
ment to future payments due a member of the unit *
any othet title of this Act administered hy 1> Secretary
if the action «{ such member is found to 1ave caused the
overpayment, or by recovery (in an amout that repre-
senis an aquitably proportionate share of the total over-
payment, as determined in accordance with regulations of
the Socrotary) fru the unit or from a member or the estate
of & member of the wait if the Sceretary determines that the
action of such member caused the overpayment, The Secre-
tary shall make such provision as he finds appropriate in
the case of payment of more thin the correet amonnt w.th
a view to aveiding penalizing any menther of such unit in
connection with the overpayment. if adjustiner.. or recovery
on aceeant of such overpayment in such case wonld defeat
the purposes of this title, or be agningt equity or good con-

83
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science, or (lmwsé of the small amount involved) would
impede its effective or effivient administration.

*(b) 1f, in the case of any individual rwoi.\'ing payment
from the Secretary under section 1602 or under an agyee-
ment under section 1616 cf thix Aut for the month immedi-
ately preceding the month with which this title becomes
effective, overpayments were made. under such sections
which he se¢ been neither waived nor fully recevered by the
Sm-rvmry, the Secretary may make amm;pri‘ito adjustinents
in future payments to the household unit of which such
individual is a member in order to recover the remaining
overpai., amount.

“"DISAGREEMENT WITH DETERMINATIONS OF THE

SECRETARY

"Sec, 21215, (a) The Secretary shall preseribe by regu-
Intion procedures for resolving any disagreement by an
affected individunl with o determination under this title
atfecting the eligibility of or the amount of psyment to an
eligible household unit. 'l'l‘w ro{‘mlntiou shall include provision
for (1) prompt written noti«;v of the determination to the
individual who hus applied for benefits on bebalf of the
household unit (or to the membher required under seetion
2134 (a) .tu sulmnitzl periodic rdports) © (2) an ovportunity
for the affected individual to obtain au okl explanatis + of

the basis for the determination; (3) procedures for resolv-

[
(&)
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9
ing disputed issues remaining after resort to the procedures
provided under elause (2), including, with respect to dis-
puted issues of fact, an opportunity for au ailected individual
(A) to present his views and evidence to the Secretary oy
to an impartial individual desiguatéd by the Secretary, (B)
to review any materials or evidence relied upon by the
Secretar’y in making the determination, and (C) vo confront
and cross-examine adverse witnesses upon \yhose e\'ndence
the determination is based in whole or in part; (4) the

wssuance of a revised determination reaffirming or modifying

the Secretary’s initial ‘stermination, together with an ex- .

planation of the basis for that revised determination; and
(5) procedurex for admuustrame revlew of such determina-
tions. The regulanons shall “also prov nde for the prompt
issuance of supplementary paymeuts or other actions to in-
sur;' that an affected individual or houschold unit that has
been receiving pay. 1ents continues to receive payments with-
out reduction by reason of the disputed determination at
previous levels pending the issuance of a revised determina-
fion. Any portion of a payment made pending the ixsuance
of a revived determination solely by reason of the preceding
sentence skl be subject to subsequent adjustments or
overv.
“(b) If the Secretary ewters into an agreement with a

State under section 2138 (a), he may reserve the right to

83
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1 review and revise a determination made by the State under

An affected individual may obtain review of a

4 final decision by the Secretary affecting the eligibility for

5 orfhe amount of payment to a-household unit, by filing a civil

6
1

9
10
11
12
13
14
15
16
1%

18

24
23

acttqn, within sixty days of the date of the issuance of the
Secrétary’s final decision, in the district court of the United

- 8 ~Sfates for the district in which such individual resides or has

his principal place of business. Such qistrict court shall have
jurisdiction t¢ affirm, modify, or set aside the Secretary’s
order, under the sund;rd of review set forth in sedtion 706 of
title 5, United States Code, or to remand the case to the
Necretary for the taking of additional evidence or for other
appropriate pro.eed.ngs, ' h

“PURNISHING OF INFORMATION BY OTHER FEDERAL

AGENCIES

“Sec. 2137, (a) The head of any Federal agency, includ-
ing the Internal Revenue Service, the Veterans’ Adminiscra-
tion, and :he Railroad Retirernent Board, shall, at ihe written
request of the éocrem'y. provide any records within the
ocontrol of the egency as found by the Secretary to he needed
to determine eligibility for or am..nt of payments under this
title, or for verifying information related thereto with respect
1;0 any individual or household anit seekin , payment under

this title. Use and disclosure of information reccived by the

86
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Becretary under this section is restricted to purp(;ses directly
connectod with the administration of this Act. |

“(b) With respect to any certification submitted to
the Secretary by the Secretary of Lubor with respect to mat-
ters describgd in seotion 2105 (d) (pertaining to computa-
tion for units subject to work requirements) . the Secretary
shall treat the oerﬁﬁ(;a.tion as effective fron the date by which
it is required by law or regulation to be submitted, or Vthe

date specified by the certification, as may be applicable. .

“STATE AGREEMENT TO RECEIVE APPLIC. - NB AND

DEVELOP ELIGIBILITY AND PAYMENT INFOR',ATION
e, 2138, (a) The Secretary, at the request of a
State, shall enter into a written agreement with the State
specifying iu full the actions, which the State will take to
teceive applications under thix title, verify the information
contained therein, secure any additional information that
may be necessary to determine the comiposition and eligibil-
ity of the househoid unit and the income and assets of such
unit, receive and review the periodic reports required under
section 2134 and as necessary verify any information con-
taim'.d in those raports, receive any notice of disagreement
by an individual with a det~ wation by the Recretar:
and. in accordance with th  .cedures specified by the

Secretary nuder section 2136, hear and consider the indi-

vidual's disagreement and make a revise. determination if

87
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appropriate and provide for the performance of such related
functions ax the Secretary may find neceszary., All infor-
mation receive ' (inclading the fact that a household -unit
has failed to file a required periodic report) shall be com-
municated to the Secretary at ruch time or times and in
such mauner ax may be set out in the agreement hetween
the State and the Secretary, cousistent with regulitions
prescribed hy the Secretary for the implementation of this
section, The Secretary may, however, to the extent he deems
it consistent with the efficient administration of the progmm
estaliished nnder this title, retain responsibility in any State
for the administration of that program with respeet to aged,
blind, and disabled individuals who received supplemental
sevurit‘_v income benefits ander title XVI for the month
hefore the month that thi title hecame effective,

“(b) All determinations made by the State under an
agreement with the Secretary under wbsection (a) shall
be made in accordance with the regulations or other written
suidelines of the Swr&ary adopted under this title.

*(¢) The Seéretary shall promulgate regulations pre-
seribing the general content and procedures to be followed
by the State in the administration of *he agreement under
athseetion (1) . Such regulations may include rales pertain-
ing to u.. vr any of the following matters:

“(1) prospective budget submissions by the State,
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“(2) principles or criteria for the establishme:
nf allowable administrative costs and applicable cost
allocation rules,

“(3) fiscal control procedures which the State will
be required to e-*ablish,

“(4) siandards with respect to administrative
struct.ire and personnel matters, and

“(5) standards to be applied procedu.es to be fol-
lowed in evaluating the State’ administrative perform-
ance, ineluding quality oontrol proeodm'es, fiscal reports
whd access of appropriate Federal oﬁim’ls to State rec-
ords relating to the administration of the program es-
tablished under thix title,

“(d) (1) Any State that hoe notified the Secretary
under seetion 107 (n) of the Better Jobs and Income At
of its intent to enter into an agreewent with the Seeretr ey
under subsection (a) nmst agree o (A) adwinister or
supervise the administration of the program i all political
subdivisions of the State, and (B) adwminister or.supor\‘is«'
the administration of the program for at lenst 12 months
after it first beeomes effective. and (') advise the Secretary
12 months ju advance and by written notice from the chief
execotive offieer of the State, shounld the State wish to ter-
minate the agreement. The Seevetary mway undertahe admin-

istration of the progrm within t.e State at o time enrlies

89
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than 12 months from the date of. the nutice if he determines
it to be feasible.

o (2) If the Secretary finds that, in the implementation
of the agreement entered into under subsection (a), the
State has failed ad:aqnatoly to carry out its funetions. or
he shall. so advise the State and set a schedule under which
the State shall take corregtivg action. If the State fails to
take corrective action in a(‘:oordaflce with tl'w schedule the
Secretary may, terminate ‘the agreement () with respect
to some or all of the household units within the State having
their plice of residence within the boundariex of a reservation
of an Indian tribe, as defined in tae Indian Self-Determina-
tion et (25 ‘l'.S.( ) 406 (h) ). or (B) in its :»ntiroiy.
upon such notice to the State as he finds necessary to pre-
pare for Federal administration, but in no event less than
90 days. o

*“{e) (1) The Secretary shall prescribe the time or
times at which he will make payments to the State for 90
per centam of the eost of carrying out the agreement under
subsection (a) less 10 per centum of the cost on any Indian
reservation as to which the agreement hax been terminated.,

If the Secretary finds, upon review of the accuracy and effee-

‘tiveness of the administration by the State of the agreement,

that the State’s performance has heen of unusually or excep-

tionally high level, he may increase such percentuge up to

J0
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1 110 per centumn of the established and allowable costs, the

o amount of such incrense to be related to the quality of the

3 State's perfommnve.

\\

) .o (") Notwithstanding paragraph (1). if the Secretary

we

".adiinisters the program under this title with respect to

=0

¢ honsehold units deseribed in subsection (d) (2) (A), at the
7 time or times pre;z(?ﬁbed in paragraph (1)) the State shall
8 payte the Secretury an amount equal to 10 per centum of the
9 cost of administering the program with respect .to. those

10 household units, and the Secretaryshall not make payments

-

11 under that paragraph in exceis of 90 per eentum of the cost

12 of that State in earryving ont the agreement.

[

13 “INFORMATION \\n REFERRAL

e ————

14 “See, 2189, (a) The Sm'n*mry shall promptly notify

the Seeretary of Labor of each individual included as a mem-

—
-t

16 ber of an eligible honsehold unit in an application for pa_v-'
17 ment ander this title who is likely to he eligible for subsidized
18 work or tmining unler title IX of the Comprehensive

Enmploviment and Training Aet of 1973,

[
em
-

H) *(h) The Secretary shall pmvid(; for, as appropriate,
»1  the furnishing of information to and the referral of any mem-
22 her of a honsehold unit concerning his possible eligility
for or the availability of sub:;idizod work or training under
o4 title IX of the Comprehensive Employment end Training

95 Act of 1973, medical assistance under 2 State plan approved
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under title XIX: servicos under a._State plan~under part A

of title XX. assistance to meet the living expenses of needy

families and ‘individuals under a State plan under part B of
title XX, and other aid or services that may be appropriate
for such individual.
“ASSURANCES ON BENEFIT REDUCTION RATES

“NEc. 2140, Each State receiving financial assistance
pnrsumi’( to this title shall, in accordance wiﬁ regulations
issued by the Secretary with the full participation of the Sec-
retary of Labor, file a written a.ws;nrance that it will not adopt
or adwminister supplementation programs or other programs
of financial assistauce to honsehold units receiving i)aynwnts-
ander this title which establish or result in the imposition
of benefit reduction rates which exceed the maximum benefit

reduction rates specified in section 2125. If the Secretary

determines, after providing notice,and opportunity for &

hearing, that a State has violated the terms of the assurance,
he shall impose appropriate sanctions pursuant to such regu-
lations, including reducing . Federal payments to the State
ander this Act sufficient to assure that the State will remedy
the violation.
“MISCRLLANEOUS FEDERAL-STATE ADMINISTRATIVE
PROVISIONS

“Sgc. 2141, (8) In any case in which a State has

failed to pay the Necretary at the time preseribed the

amount determined in aceordance with any term of the

o2
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agreement entered into under section 2121 or ‘under sub-

section (¢) of this section, or thé¢ amount required under

- section 2126 (a) or section 2138 (e) (2). the Secretary,

after reasonable notice to the State ‘and opportnnity for
hearing, may appropriate to lis use under this title, in lien
of that payment or those puyments, 'a‘ny amount * (not in
excess of an amount equal to that payment or those pay-
ments) otherwise payable to the State or any of its political
subdivisions under this -Act by the United States. Notwith-
standing auy law to' the tontrary, the Secretary, in execu-

tion -pf this subsection, shall notify the~Secretary of the

3

Treasury with respect to any such amount payable to the .

%tate nnder this Act but not yet expended and the Secre-
tarv of the Traasury shall credit such amount to the appro-

printion for this title,

“(b) There shall he ino reduction or adjustment in any
amount payable by the Secretary to a State, or by a State
to- the Secretary, under this title by reason of errors made
on the part of either the State or tha Secretary in connection
with deterninations of \'ligii)ility for or amount ol: the pay-
ment to he wade under this title with respect to auy
individual or household unit.

*(¢) I, withip 12 months after this title becomes effec-
tive. it comes to the attention of the Secretary that foss

than the correet amount of aid to funilies wath dependent
~
>

{

33



10
1
12
13

90 B

88 -

ohildren, supplemental security income benefits, or Stote sup-
plémentary payments under an agrecment ander section
1616 of this Act, for any n_mn.th within the 12-month period
prior to the menth wiﬁn ‘which thix title becomes effective,
has been paid, he' 's!mll pay such henefits and, suhj(!(-t to an
agreement by the State to reimburse him for the amonnt
of such State supplementary payments, or one-half the
amount of aid to families with dependent children’ payable,
make such payments or pay sueh aid. )

“DETERMINATIONS OF BLINDNESS A.\:D DISABILITY

“SEC, 2142, (a) Subject to subsection ” (h), the Secre-
tary may, if he finds it will facilitate the making of payments
nnder this title, make urmn;.,ﬁmumts with one or more agen-
cies or other organizations for the determination of hlindness
or disability under section 2110 of an individual applying
for payments under this title. Arrangements under this sub- -
section for determinations of blindness and disal;ility. if made
with the ageney of a State which makes such determinations
for the Secretary under title 11, shall generally be in the
same manuer and subject to the same conditions as provided
with respect to disability determinations under so(:tion 221,
except that the Secretary may reverse a decision in wlu;lg' or
in part, and if he finds that the State has tailed to make aceu-
rate determinations in a significaint number of eases, or

that the Ntate agency has-not niade reasonably prompt

A

. a4 s
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1 dt'nenninatgons in a signiﬁv.:_mt n-nmber of cases, the Seere-.
2 tary may, upon 90 days’ notice to the ‘Stafe, ‘terminate the
'3 agreement with the State and make other arrangements for |
4 the performance of all or any portion of the blindnegs and *
5 disability determination function in that State,
6 “(b) In do’termining. ior purposes of this title, whether
7 sn individual is blind, there shall be an examination of such
$ individua! by & physician skilled in the diseases of the eye
9 ar by an optownetrist, whomever the individual mey select..
©o10 _ “ADMINISTRATIVE ARRANGEMENTS
-1 “8ro. 2143. The . acreti.ry.inay-enter into contracts,
12. or make such administrative or other armngement‘s, with_.lin-
. A3 dividuals or with agencies or orghnizations, as he finds )ap-
' 14 Propriate to enable him to carry out the program establis;hva
15 under this title in the most effective and efficient manner..

16
17 “Ske, 2144, Whoever—

“PENALTIES FOR FRAUD

18 “(1) knowingly and willfully makes or causes to
19 be made any false statmnmt or representation pf a
20 mawnal fact in any appluatwn for any payment under
21 thix title, d
29 ~ “(2) atany time knowingly and willfully makes or
923 causes to he made any false statement or representailion
24 of & material fact for wse in determining rights to iauy
25 such payment,
'
5 N5
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“(8) having knowledge of the occurrence. of any

A\

ovent affecting (A) his inifial or continued right to

- any such payment, or (B) the initial or continued rig'ht‘
to any such payment of any other individusl in whose' .
" Behalf he has applied for or is receiving such payment,

conceals or fails to disclose such event with an intent

L.

frandplently to secure such payment either in a gréeater -

amonnt or quantity than is uae or when no such pay-

. ment is authorized, or

*(4) having nmde application to receive any such

" payment for the use and benefit of mx?ther and Tiving

receivell it, knowingly and willfullyf c<}nvms: such pay-
ment or any part thereof to a use ot} r than.for the use
and heunefit of such other person, s\ml be guilty of a
misdemeanor and upon conviction thercof shall be fined
not more tl;an $5,000 or imprisoned for not more than
one year, m; hoth, -

e M
-~ SADJUSTMENT OF PAYMENT AMOUNTS

“Ske, 2145, (a) Effective with respect to months hegin-
.4

oy ning with the month in which section 2101 comes into

o1 effeet, each individual amount under subseztion’ (u). each

2 increment for.a household umt under subsection (b) . and

o3 each redaction under subsections (c) (1) and ‘(d) (1) of

94" section 2105; the amount of .$316.63 specified by section

v 95 2107 (b) (2), the amount of $158.33 sp(_wiﬁed by section

9> -2 ! o

4
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2124, and the amount of 825 specified in section 2102 (¢)
are increased by an amount derived by multiplying that

amount. increment, or reduction by the same percentagé

(rounded to the nearest one-tenth of | percent) as the por-

centage by which the Consumer Price Index for Urban Wage
Eamers and (Nerical Workers for the third calendar quarter

preceding the quarter in which oveurscthe month in which

soction wiO1 comes into effect exceeds that index for the

calendar quarter ending March 31, 197K, The Consmmer
Price Index for a gnarter is the arithmetical means of that
index for the 3 months in that quarter.

“(h) The Secretary shall publish in the Federal Reg-
ister the amount of each individual amount. increment. and
reduction, as so inerensed, within 43 days of the close of the
lnter quarter described in subsection (a).".

ASSISTANCE TO MEET EMERGENCY NEEDS

Skc. 102, (a) Title XX of the Social Necurity Aet ix
amended—

C (1) by adding *AND ASSISTANCE TO MEET
EMERGENCY NEEDS™ after “SERVICES”. in the
title, |

(2) by inserting “PART A—S0CIAL SERVICES” a8

a caption lmlwoi\p the caption of the title and the caption

of section 2001,
Q

..
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(3) by striking out *thix title” each place it appears
and inserting “this part™ in lieu thereof, and
(4) by adding at the end of title XX the following
new part:
“PART B—As81STANCE To MEET EMEMENCY NEEDS
“APPROPRIATIONS AUTHORIZED

“SEc, 2011, (a) For the purpose of enabling cach State
to furnish assistance to meet the living expenses of needy
families and individuals not met under title XXI of this Aet,
there is authorized to be appropriated for fiscal yeor 1981,
and each fiscal year thereafter, a sum sufficient to make pay-
ments to States and territories under section 2012.

2 (b) For the purpose of aiding States (o furnish assist-
ance to meet the living expenses of special eategories of ncedy
familiex and individuals not met under title XXI of this Act
or from appropriations under subseétion (a), there is author-
ized to be appropriated for fiscal year 1951, and each fisenl
year thereafter, a sum of $20.000,000 to be used by *he See-
retary as provided under seetion 2016, “

“PAYMENTS TO STATEN
“h‘;-;c'. :’.’UI&!. (#) (1) ¥From the sums appropriated there-
for. the Secretary shall. subject to the provisions of this see-
tion and section 2003, pay to each State that has a plan
approved under section 2013 (d) (2), for each quarter, the

total expenditures during that quarter for the provision of the

96
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assistance described in section 2011, including expenditures
for administration.

“(2) (A) (i) No payment (other thun a payment with
~respect to & uatural disast(:l' or other ocenrrence described in
paragraph (3)) with respect to any expenditure may be
made under this section to any State ox("ept a} provided hy
clauses (ii). (iii). and (iv).

“(ii) For the first fiscal yrar for. which this part is
effective, n payment to a State ander this part may- not
exceed an amount equal to the product of—

“(1) 8600,000,000, and
“(I1) a fraction, the numerator of which is the

amount  etermined under seetion 2126 (b) (1) (13)

(pertaining to the base for maintenance of State effort)

with respect to that State, and the denomiuator of which

is the sum of such amonnts deter sined nnder that section
with respeet to the Jifty States and the Distriet of
olumbia,

* (i) For the second fiseal year for which this part i
effective, & payment to a State under this part may not exceed
the sum of an amount equal to 75 per centum of the amount
determined under clanse (iz). and 25 per centum of an
amonnt equal to the product of—

“ (1) %600.000,000, and

*(11) u fraction, the numerator of which i the pop-
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1 ulation of the State, and the denominator of which is the
9 population of the fifty States and the Distriet of Colum-
‘s hia, during the most recent precedir;é calendar year for
4 which the Becretary finds satisfactory data to be
5 avaiuﬁ»le.
6 “(iv) For carh subsequent fiscal year ;m' which this

7 part is effective, clause (iii) applies, except that the terms
8 ‘70 per centum’ and ‘25 per centam’, as used in that clause,

9 are respectively deemed to he—

10 “(I) for the third fiscal year from which this part is
1 effective, 50 per centum cach:

; 12 “ (L) for the fourth fiscal year for which this part is
13 effective, 25 per centum and 75 per centum, respec-
14 tively: and
15 “ (III) for the fifth fiseul year for which this part is
14 effective, and each subwquéilt fiscal year, 0.0 per centum
17 aud 100 per centun, respectively.
8 *(v) For purposes of this subparagraph (\\). the term

19 ‘State’ does not inelude the Commonwealth of Puerto Rico,
o the Commonwealth of the Northern Mariana Islands, Guam,

oy or the Virgin Islands.

™

®e.

) “(B) (i) No payment (other than a payinent with re-
oy speet to a natural disaster or other ocenrrence deseribed in
g paragraph 3) ) with respect to any expenditure may be made

25 nnder this section to the Commonwealth of Puerto Rico, the

99
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smmonwealth of the Northern Mariana Islands, Guam, or
the Virgin Islands except as provided by elanse (i) .

“(ii) The payment to the Commonwealth of Puerto
Rico, the Commonwealth of the Northern Mariana Islands,
Guam, and the Virgin Islands shall be made in the manner
provided by subparagraph (A) (without regard to elanse
(v) thereof), except that the term 'State’ as used in that
paragraph is deemed to mean the Commonwealth of Puerto

Rico, the Commonwealth of the Northern Mariana Islands,

. s

Giuam, or the Virgin Islands, as applicable: the term ‘fifty

.States and the Distriet of Columbia’ as used in that para-

graph is deemed to mean the Commonwealth of Puerto Rico,
the (‘ommonwealth of the Northern Mariana Islands, Goam,
and the Virgin Islands: and the ratiox are determined with
respect to 810,000,000 for the purposes of applying each
clanse of that sul);)a..l'agrapll (A).

“ (') The Secretary shall promulgate the ljllllm;:'“l
applicable to each State for eath fiscal year under this ;.mru-
graph at the time and in the manner preseribed by section
2002 (a) (2) (A) for payments under part A,

“(3) The President, upon the recommendation of the
Secretary, may authorize the Seeretary to pay to each State
that has a phin approved under section 2013 (d) (2), for
each q.nurtw. an amount equil to all or any portion of the

expenditures during that quarter for the provision of the

99
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assistance deseribed in section 201 l; including expenditures
for admini-tration, if the President finds, that by reason of
natural disaster or other occurrence of regional or natienal
significance beyond its control. a State has heen subjected to
an extraordinary jncrease, “or any quarter, inits expenditures
‘or emergency assistance, Upon his finding of such a natural
disaster or other occurrence. the President may authorize the
Secretary, in advance of State expenditures with respect to
the disaster or oceurrence, may cnter into an agreement with
any State under which he will reimburse those .expenditures
under this paragraph. .

“(b) (i} Prior to the beginning of each quarter the
Secretary shall estimatﬁ the amount to which a Su}to will be
entitled under this section for that quarter on the hasis of a
report filed by the State containing its éstimate of the amount
to be expended during, that quarter with respect to which
[ ywment must he mm\l«" under this section, together with an
explanation of the basis for that estimate.

*(2) The Secretary shall then pay to the State, in sueh
illsll;llllli'llts as he may determine, the amonnt so estimated.
reduced or inereased to the extent of any overpayment or
underpayment that the Seeretary determines ywas made under
this section to the State for any prior quarter and with re-
speet to which adjustment has not already bheen made under

thisx subsection.

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

“PROGRAM REPORTING: FILING OF CLAITMS
“Sgec, 2013. (a) Each State that participates in the

program established by this“pa.rt shall make such reports

1

concerning its expenditures under this part as the Secretary
may by regu'ation require.
db) (1) If uthe Secreta.r_v. after reasonable notice and

an opportunity for & hearing to'-t-h.c State, finds that there is
a substantial failure to comply with any of the requirements
imposed by subsection (a) of this section, he shall, except as*
provided in paragraph (2). notify the State that further pay-
ments will not be made to the State under section 2012 until

he is satistied that there will no longer be any such failure to

comply, and until he is so satistied he <hall make no further .

payments to the State.

“(2) The Secretarv may suspend implementation of
any termination of payments under paragraph (1) for such
period ax he determines appropriate and instead reduce the
amount .otherwise payable to the State under section 2012
for expenditures during that period by 3 per centum for each
requirement of subsection (a) of this seetion with rospo«"t; to

which there was a finding of substantial noncompliance and

vl

.ﬁ}.‘
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with respect to wliich he is not yet satisfied that there will
no l(mger“be any such failure to. co;nply. ‘
“(c) The Secretary may not make any payment to &
State under section 2012, unless the State has submitted its
olaim for that payment to the Secretary, in accordance with

the Secretary’s regulations, not later than the close of the

_second fiscal year succeeding the fiscal year in which the

claim arose.
“PLAN OF ASSISTANCE

“8rc. 2014, (a) Each State that participates in the pro-
gram established by this ‘part shall have a plan applicable
to'its provision of ssistance under this part’ that—

“(1) provides that an opportunity for a fair heariné
_before the appropriate State agency will be granu;d to
any individual whose olaim for assistance described in
section 2012 is denied or is not acted upon with reason-
able promptness; _

“(2) provides that the use of disclosure of informa-
tion obtained in connection with administration of the
State’s program described in section 2012 will be re-
stricted to purposes :lirectly connected with the admin-
- istration of that program, the plan of the State approved
under part A of this title, the income supplement and
incume support program established by title XXI, or the
plan of the State approved under title XIX;

192
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“ (8) provMes for the desigriation by the chief exec:

utive officer gfmthe Siaté or as otherwise provided by the

" laws of the State, of an ai)propriate agency that will

L4 . . @ . » L)
administer or suéemse the administration of the State's

proj;ram for the' provision of the assistance described in

. o
section 2012

. »

4 (4) pi'o\'idea that no durational residency or citi-

.zenship requirement will be imposed as a condition to

participation in the program of the State for the provi-
sion of the assistance described in section 2012;"

“(5) provides that the State’s program for the pro-
vision of the assistance described in section 2012 will
provide only assistance to meet the living expenses of
needy families and individuals and will be in effect ig all
political subdivisions of the State:

“(6) provides that 1. more than l') per centum of

any payment under section 2012 will be used for admin-

.istrati;'e expenses (as defined by regulations of the

Secretary) ;

“(7) provides that the proposed and final program
plan of the State under gection 2015 will combly with
such regulations as the Secretary may promulgate for the
allocation of assistante among classes or categories of
needy families and individuals;

“(8) provides that the State has in effect a plan

Ferg
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approved under part D of title IV and is operating a

" child support program in conformity with that plan: and

+

o 9) in the case of assistance provided nndvr seetidn

2012 (a) (3). prowdes administrative al'rangenwma t’

assure the ('oordmatlon of that assistance with aid (if
: -~
any) provided by other departments and agencies of the

United States.

*“(b) The Sovrotaq} sh;ll approve u'ny plan that complies *

with the. proviéions of subsection® (a).

“{¢) (1) No payment may be made under section 2012
to any State that does not have a plan approved under this
section, d
“(2) In the ease of any State plan that has heen

approved by the Secretary under this section, if the Secretary.

after reasonable notice and an opportunity for a hearing to

the State, finds— . .
“(A) that the plan no longer complies with, the pro-

visions of subsection (a). or
~(B) that in the administration of the plan there
is a substantial failure to comply with an'y such provision,
the Secretary shall, except as provided in paragraph (3).
notify the State that farther payments will not be mnde to
Lo State under sectionr 2012 until he is satisfied that there

will no longer be any such failure to comply. and until he i

so satisfied he shall make no further payients to the State

li/4
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- 3) (V) *'l‘lu- Néervtary may suspend implementation

of any l('ﬂlllllllll\l[l of pa\ mepts under pamgmph (2} for

sueli pvrmd s he detertiines uppmprum' nml insteagl reduce

» -~

the amount nthor\\lsv pa\alnh' to the State under seetion

L4

2012 for expenditures dqug tlmt period ln\ 3 pereentum for

cach puragraph of \uh\mtum (u) \\lﬂl respect to which

-

there is a finding of noncompliance and with respect to which

he is not vet satisfied that there Will no longer be any such
. -~

failure to vmupl\. . f

. Ton, * N
-

"(B) In*the event. of & hudmg of mmmmplmm-v with
piiragraph (6) of subiection (a) with rospm-t to any fisead

vear, the Seeretiy. in lien of anySxpduction of payment to

a State under subparagraph (), may reduce the payment

“to the State for a fisenl vear under this part by an amount

equal to the amonut by “which the State's expenditures for

ainistrative  expenses  execeded  the  amounts allowable

wnder partagsph 16). Any sueh rednetion slall be offset

against the State’s adwinistrative expenses ander this part
allowable under paragraph (6) for the year to whicle the
offset is applied.
“STATE ADOPTION OF PROGRAM PLAN
“eSpe, 2005, A State’s program planning meets the re-
auirements of this seetion if, for the purpose of assuring pub-

lie participation in the development of the pro=run for the

%

'
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1 prov .on of the assistance deseribed in section 2012 within

(]

o the State—

1 . (1) the .lwgix’ming of the hiscal year of either the .

‘4 Federal Govcnnm:m- or the State govermmnent is estub-
- lished as the beginning of the State’s pmgl"mn .\'on-;': and -

4 ‘ M (2) at least ninety days prior to the heginning of

the State’s services program year, the chief exeentives

"
-1

S officer of the Stater or such other official as the lawx of

T the State provide, publishes and makes generally evail-

: N ;1() '. bbe (ax defined in regmlations prescribed by the Seere-
11 v&‘ tary a,{ft;'r coivgiderafion of Stnt(; laws go\'omin;.; notice of,

. 12‘ : i_:l("!i(blls by public officials) to the public a proposed ©
13 assistaneee for ;-l;wrgom’-v needs program plan prepared

e T " T the ageney dosngnatod pursnant to the requiremnents

n of section 2014 (a), (‘3) aid, unless the laws ot the State

16 prm ide otlwr\\ e, approv ed by tho vhuf executive offi-
17 cer, which sets forth the State’s-plan fm‘tlw provision of
’ 18 the services deseribed in seetion 2012 during that vea.
1w im-lmﬁil’ém- |
") | “(A) the objectives to be achieved under the
o1 i pmgra.tl'l.. ‘. SN
) “(B) the avleum( ¢ to he provided ander the
, o3 prugmm and tho clrenmstanees undvr whie h.tlw
.

Stite will provide that assistanee, as the State may

»

95 impose, . -

“
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“((!) a deseription of the plauning, evaluation,

_ aud reporting activities to be carried ont under the

3

program,
" (D) the sources of the resonrces to be used to
(-arry' out the program,

“(E) a (ieS(-riptionn of the organizational
structure through which the program will be
administered, .

“(F) a description of how the provision of
assistance under the program will be coordinated
with the assistanee provided under the income sup-
plement and income support program established by
title XXI,

“ (4) the estimated expenditures under the pro-
gram, including estimated expenditures with respc
to clusses of individuals to whom assistance is to be
provided. and a comparison hetween estimated nou-
Federal xpenditures under the program and non-
Federal expenditures for the provision of assistance
described in section 2012 in the State during the
preceding services program year, ~a‘md i

“(H) a description of the steps taken. or to

be taken, to assure that the needs of all residents of,

.} . . ,
and all geographic areas in, the State were taken into

-

aceount in the development of the plan; and

‘-' ] 1 " 2 l +

/ g ,
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1 “ (-3) public comment on the proposed plan ix
9 accepted for a period of at least forty-five days: and
3 “(4) at least forty-five days after publication of the
4 proposed plan and prior to the beginning of the State's
. 5 program year, the chief executive officer of the State,
6 or such other official as the laws of the State provide,

7 publishes a final program plan prepared by the agency

8 designated pursuant to the requirements of s2ction 2014
9 | (a) (3) and, unless the laws of the State provide other-
10 wise, approved by the chief executive officer. wh' h sets
n forth the same information required to be included in the
2 proposed plan, together with an explanation of the differ-
13 ences hetween the proposed and final plan and the rea-
14 sons thorefor; and
15 *(5) any amendment to a final program plan is pre-
.16 pared by the agency designated pursuant to section 2014
17 (a) (3). approved by the chief executive ofticer of the
18 State unless the laws of the State provide otherwise, and
19 published by the chief executive officer of the State, or
%) such other official as the laws of the Siate provide, s a
o1 proposed amendment on which public comment s
o accepted for a period of at least thirty day<, and then
o prepared by the agency designated pursuant to seetion
04 2014 (a) (3) . approved by the chief executive ofticer of
o5 the State unlt;ss the laws of the State provide otherwise,

I(J‘S.
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and published by the chief executive officer of the State,

or such other official asx the laws of the State provide,

as a final amendment, together with an explanation of

ﬁw differences between the pro;;osod and final amend-

ment and the reasons therefor.

“ASSISTANCE FOR SPECIAL CATEGORIES OF NEEDY

FAMILIF3 AND INDIVIDUALS

“NEc. 2017, (a) If the Secretary findx that a State has
adopted, with respect to a fiscal year. a final program plan
or plan amendment under section 2015 that makes provision
for assistance to clasaes of needy families and individuals in
«f’.\'ceptional ueed, or with respect to whom services provided
under part A of this title are not readily available, such ax
migrants, he may. fr(:n, amonnts appropriated for that year
nnder section 2011 (b). augment the amonnts set aside by
the State under that plan for any such class.

*(h) The Secretary may enter into an agreement with
a State to pay to the State an amount authorized under sub-
section (2) in consideration of the State’s adoption of a final
program plan or plan amendment that meets the conditions
of that subsection,

“(¢) If the Sccretury, after reasonable notice and an
opportanity for a hearing to the State, tinds that the State
has failed to comply with that portion of its final program

plan with respeet to which he made any payment nnder sub-

Tuy
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- section (a!, he may offzet all or any portion of that payient

against any payment to the State under this part for . 1y
fiscal year,
~ “DEFINITIONS

“Sec. 3017, The following definitions apply to this
part— .

“(1) (A) The term ‘assistance to meet the living ex-
penses of needy families and individuals’ means—

* (i) money payments. payments in kind, or such
. other payments as the o,gen("y designated under section

2014 (a) (3) may specify with respect to, or medical

care or any other type of remedial care recognized under

State la\w“ on behalf of, the families or individuals with

respu ¢t to whom the assistance is provided, and

*“(ii) such services ax the Necretary may specify;
furnished for such pr.” 4 as the State may determine.

" (B); (i) Except as provided by clause (ii) of thix sub-
paragraph. the term ‘needy familiex and individuals® excludes
families (as defined by the Secretary). and individuals who
are members of families, the monthly gross income of which
excecds twice the maximum payable amount under section
2105 for a family of like kind in the State adjusted. in accord-
ance with regulations prescribed by the Secretary. to take
into account the size of family. The term also excludes an

individual who is not & memer of a family if the individual's

I'to
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income exceeds such limits, consistent with elauses (i) and
(ii) of this subparagraph. as the Secretary shall preseribe,

*(ii) Notwithstanding clause (i). the term doex not
exclude an individual who ix a member of a honsehold nuit
cligible for, or receiving, a payment under title XX1.

*(2) As used in this part, the term ‘State’ means the
fifty States, the Distriet of Columbia, the Commonwealth of
Puerto Rico, the Commonwealth of the Northm Mariana
[slands, Guam, and the Virgin Islandz.”,

AMENDMENT TO EARNED IN('().\[E. TAX CREMIT

SEC. 103, (a) Subseetion (a) of section 43 of the
Internal Revenue (‘(-nlo of 1954 (relating to the aliowance of
& ('r(*(lft with respeet to oa.mod‘im'mno) ix amended to read
as follows:

“ (1) ALLOWANCE OF CREDIT.~In the case of an eligi-
ble individual, there is allowed as a credit against the tax
imposed by this chapter for the taxable year an mnount equal
to the sum of—

(1) 10 pereent of so much of the earned income
for the taxable vear as does not exceed $4.000, and

*(2) 5 percent of the amount hy which sueh indi-
vidual’s earned income for the taxable vear or the

amonnt specified i stibseetion  (¢) (4). whichever 1

toss, exceeds S0 0",

(h) Subsection (h) of seetion 43 of such Code (per-

i1

[PI8 TYATTIN ™ .
A .
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taining to tie limitation on the amount of the earned income
eredit) is amended to read as follows:

“(b) Livrration.—The amount of the eredit allow-
able to an individual under subsection (a) for any taxable
vear is reduced (Int not helow zero) by an amonnt equal to
10 pereent of so mueh of the adjusted gross income (or, if
greater, the earned income) of the individual for the taxable
vear as exceeds the amount established with respeet to the
individnal by subsection (¢) (4).".

(¢) Clause (i) of seetion 43 (¢) (2) (\) (defining -
carmed income) is amended by inserting after “compensa-
tion” the following: ** (other than amounts received ax com-
peusation from sulmid"izml work and training ax defined in
paragraph (3)) "

(d) Snbsection (¢) of seetion 43 (defining terms re-

lated to the earned income eredit) is amended by adding the

following new parsgraphs:

“(3) Sepsipizep wokk  AND TRAINING.—The
term “suthsidized work and training” means emplevment
the vompensation for which is funded wider title TN of
the Comprehensive Emplovment and Training et of
14973, -

“(4) MAXIMUM INCOME AMOUNT,—

“(A) For purposes of subsection (b). the

112
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amount established with respect to an individnal i
an amount in accordance with the following table:

«1f the munber of deduetions for
personal vxvmlniml provided to the :
o section [l s The smonnt is:

it ividual tne
Q.. - e el e BB 500
3 . e . L -e TS
| e SRRV | X {11
D et e eame e mmemmes 10400
B e e e e e ame e emmes s imm s e ae 11,70
B OF BIOPC: « - omm e ee e e e eee . 13,000,

“(B) Effective with respect to taxable years
beginning with the taxable year in which section 103
ot; the hetter jobs and income comex into effect.
cach amount specified in the table in subparagraph
(A) of this paragraph is increased by an amount
derived by multiplying that amount by the same per-
centage (rounded to the nearest one-tenth of 1 per-
cent) as the percentage by which the Consuter
Price Index for Urban Wage Earners and Clerical
Workers for the third calendar quarter preceding the

- quarter in which oceurs the mouth in which section
2101 of that Aet comes into effect exceed that index
for the calendar quarter ending March 31, 1978, The
Consumer Price Index for a quarter is the arithmeti-
cal mean of that index for the 3 months in that

quarter.”.

(e) Section 3402 of the Code (relating to the with-

iy

Al
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holding of income tax on the payment of wages) is amended
by adding at the end thore' the following new subsection:
#(f) EMPLOYEES ELIGIBLE POR THE EARNED INCOME
CREDIT.—Notwithstanding any other provision of thix sec-
tion. an employer is required to reduce the umount of tax
ded-ted and withheld under this chapter npon the payment
of wages to an employee, if there is in effect with respect to
such panyment a withholding exemption certificate (in such
form and containing such other information as the Secretary
may prescribe) furnished to the employer by the cmployee
certifying that—
(1) the employee will be eligible to receive the
credit provided in section 43 for the taxable year:
“(2) the employee does not have a withholding
exemption certificate described in this subsection in effect
for the taxable year with respect to the payment of wages
by another emplayer; and |
“(3) the employee’s spouse does not have a with-
holding exomptim{ certificate described in this subsection
in effect for the taxable year with respect to the payment
of wages by such sponse’s employer.
The amonnt by which the tax otherwixe withheld nnder this

chapter is reduced by reason of this subsection shall be deter-

" mined from tables prescribed by the Secretary. in the tablex

so prescribed, the amounts set forth shall he determined in

.
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accordance with the von@xtatioxn of the eredit provided in
section 434.”.

(f) Section 3102 of the ('ode (relating to the deduction
of the employee's share of FI( :A tax from wages) is
amended by adding at the end theragi the following new
subsection: .

“(d) EMPLOYEES ELIGIBLE FOR THE KARNED INCOME
Ciepit.—In the case of an employee who has made a request
for reduced withholding under seetion 3402 (r), the amount
of tax imposed by secn‘on§3101 which is deducted from an
employee's wages shall be reduced by the amount, if any. hy
which the v'rodit provided in section 43 prorated to the pay-
roll period (as set forth in the tables preferibed by the Secre-
tary under section 3402 ( 'r)?.) exceeds the amount of tax
that would have been withheld under section 3402 if the
employee had not requested reduced withholding under sec-
tion 3402 (r).”.

(%) Sectim: 6302 of the Code (relating to the mode or
time or collection of taxex) is amended by adding at the end
thereof the following new subseetion:

“{d) Seecian Rvnk ror THE PavyMmext or Tax
IMPOSED BY SECTION 311H1.—

< (1) In the casc of an employee who has made a

request for reduced withholding under section 3402 (r).

the employer shall pay the amount determined under
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paragraph (2) direstly to such employee, Such payment

<hall be treated as a pavinent to the Seeretary of the tax

imposed by section 3111, |
*(2) The amount of the tax imposed hy section
3111 to be paid direetly to t]t;' mnploy:»o under para-
graph (1) shall be the amount..if any, by which the
credit provided in seetion 43 prorated to the payroll
period (as set forth in the tables prescribed by the See-
retary mndor seetion 3402 (r) ) . exceeds the amount by
which such employee's withholding has been reduced by

reason of sections 3402 (r) and 3102(d).”.

(h) The amount by which the taxes collected under
seetion 3101 of the lnternal Revenue Code of 1954 is re-
duced by reason of subsection (f) of thiz seetion and the
“aaonnt of the taxes imposed by sectivn 3111 of such Code

which are paid direetly to employees mider subsection () of
this seetion shall be transferred monthly frem the general
fund of the Treasnry to the Federal Old Age and Survivors
Iusurance Trust Fund, the Federal Disability Losurauce
‘Trusl Fund, and the Federal Hospital Insurance Trust Fund
in the sume proportion as would he faxes in that amount
collected under sm-_tim-ns 3101 Alllld 3111,
(i) Sulnection (h) of seetion G401 of tl.u- Internal
Revenue Code (rvl-uing to the treatment. of exeessive eredits

as overpayment) i Tn(-mlvd by adding at the end thereof

lig
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the following: *“The amount considered to be an overpay- -

ment in the case of fhe esmed income credit ander seetion 43
<hall be redueed by the amonnt, if any. that the taxes with-
held nnder section 3102 (8) were reduced by the application
of section 3102 (d) . plus the amount of any payment of the
taxes imposed by section 3111 made directly to the employee
under section 6302 (d) RA

REP'EALS

Skc, 104, (a) Title XVI and parts \ and * of title IV,

of the Social Security \et are repealed.

(h) The Food Stamp Aet of 1964 is repealed.

(¢) Section 303 (b) of the Social Security ‘Amend-
ments of 1972 (Public Law 92-603)  (making ilmppli('tl.}.ﬂt:
to Tuerto Rico, Guam, and the Virgin Islands the repeal of
titles J. X, and XIV of the Socinl Security \et and the
amendment of title XV 1 of that .\«-3) s repenled. .

“(d) Seetion 212 of Public Law 93-66 is repealed.

(\v) Section 9 of the Aet of April 19, 1950 (nut-lmri"zin;{
additional Federal participation in State «xw;uliturvs for
aid to fanilies with dependent ('llildl’('ll to certain Navajo and
Hopi Indinns) . is repealed,

() Notwithstanding the preceding provisions of this see-
tion, the Seeretary of Health, Education, and Welfure shall
make payments as preseribed by the Social Security Act as

in effect prior to the effective date of the amendment made by

, 147
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section 101 for (1) activities cartied out prior to such effec-
tive date under plans approved under title 1, X, XIV, or XV1
of such Act (appliceble to Puerto Rico, (fuam, and iho Vir-
gin Islands), under part A of title IV of such Act, or under
agreeménts entered into by a State and the Secrotary under
title XVI of such Act or section 212 of Public Law 93-66
(as such title and such section were in effect prior to the
effective date of ;tl';is section), and (2) administrative activi-
ties carried out after the eﬁecti've date of this section which
the Secretary de;termi’ne; are necessary to bring to a close
activities carried out under such plans or such agreemeuts,
and each Sta& <hall pay to the Secretary any amounts which
are determined, in sccordance with whatever procedures
applied prior to the effective date of this section, tc be owed
to the .;kwretary in connection with his administration of
State supplementation under such agrecment,
CONFORMING _AS{I-:ND.\H-:NTS _

8kc. 105, (a) Title IV of the Social Security Act is
amended by—

(1) striking out subparagraph (B) of section 402
(a) (1) ; and '

(2" repealing section 422 (¢).
(b) Title XI of such Act is al;l(‘nd(‘.d hy—

(1) (\) amendiug the final sentenee in paragraph

(1) of section 1101 (a) to read as follows: “Such term

, 1ig

-
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when used in title XXI includes the Distriet of Colum-
bia, the Commonweulths of Puerto Rico and the North-
ern Mariana Islands, (il}am. and the Virgin Islands.”.
+ and
(B) repealing paragraph (8) of such section:
. (2) deleting subsections (a) and (b) of section
1108; R
(3) repedling section 1109
(5) (A) striking out “title I, VI, X.“XIV. XVI
XIX. or XX, or part A of title IV in the first sentence

(4) repealing section 1111:

of section 1115 and inserting in. lien thereof “title X1X
or XX", .
(B) striking out “section 2, 402, 602, 1602, 1402,
1602, 1902, 2002, 2008, or 2004” in such sentence and
inserting in lieu thereof “‘section 1902, 2002, 2003, or

T 2004°, and

((*) striking out “section 3, 403, 03, 1003, 1403,

16033, 190:‘;. or 2002” in such sentence and inserting in
licu thereof “seetion 19033 or 20027

(6) (A) striking out “title I, VI, X, XIV, XVL,
XI.X. or XX. or part A of title IV™ wherever it appears
in section 116 and i;nst'rting in lieu thereof "titlo'XIX or
XX", snd ‘

(B) strikiug out “section 4, 404, 604. 1004, 1404,

" g
—y
o)

LR
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. g 1604, 1904, or 2003 in subs_gvtio;l (a) (:&j ?f such sec-
2 tion and insvlrting in lieu thereof section 1904 or 2003" ;.
3 (7) repealing section/1118; and .
. 4 (R) repealing ;ecti()n 1119,

-
-
-

5 (&) Title XIX of such Act is amendedlby—-

6 (1) striking out “except that the determination of
7+ eligibility” and all that follows in clause \5) of smi“;n{

8 1902 {a) ad Mserting in lien thereof “excedt that 'ihe .
9 deterinination of eligibility for medical assi:'t‘anco under

10 the plan shall be made by the'StateA or local ageneyr -

1 administering the agreement entered into by such State
12 and the Secretary under section 2138;"; -

.
. > 13 (3) striking out “all individuals receiving ai(\l or
14 - assistance” and all that follows in clause (A) of section J
" 15 1902(a) (10) and inserting in lieu thereof “all indivi .-
16 nals who w,ald be eligible to receive aid or assistance
- 17 under any pla of the State 4ppr9vod .llndor title I, X,
18 XIV, or XV, or part A of title IV, or with respect to
. 19 whom supplemental sceurity income benefits wonld be

og °  paid under title XVI (had application been made for

21 such aid or assistance or for such benefits) if such plans

o and such title had remained in effect a they were for

A the month immediately prior to the effective date of .title.
' 2y XXL7; SO

% (3) striking out “individuals receiving aid or assist-
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' . ol 1"
. { +  anee” and all that follows in olau’s(: (B) of section 1905
i - w7 (&) (13) and inserting’in lie thono( “mdmduals who
- i " would he’ cligible to receive aul or aq\.qam‘e under any
. 4 ¢ plan of the Htate approved .under title I, X, XIV, or
}.‘ 5 o XV orpart A of title IV, or with respeet to whom sup-
“ 6 ‘pl;'nu-ntal security ingome benefits would be paid under
; 7 ‘title XVI (had application been-made for such aid or
‘ 5 assistance or for such-benefits) if such plans and such
? 9, title had remained in effect as they. were for the month
RN immvdi’hutly prior to the effective date of title XXI, for
' . the inclusion of at least the care and services listed in
T 12 vlansvs.(l) through (H) of seetion 1905 (a) . and™:
13 (4) (A) striking out, in subparagraph (A) of see-
. 14 ¥ tion 1902 (n), (’14) . “individuals receiving aid or assist-
. 1 -, ance under any plan of the State approved under title I
- 1 X. XIV, or XVL or part A of title IV, or with respect
o 15 to whom supplemental sceurity income henefits are being
IR paid under title XV, or who meet the income and re-
19 source requirements of the appropriate State plan, or the
’ 2% wpplemental security income program under title XV,
b as the caxe may be, and individualx with respect to whom
o there is being paid, or who are eligible, or would be eli-
o gible if they were not in a medienl institation, to l_mvv _
‘ Y paid with respect to them a State supplementary pay-
23 ment” and inserting in lien thereof “individuals who

12;
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_ wwould be eligible to receive aid or assistance under any
2 plan of the State approved uunder title I, X, XIV, or
3 XVI, or part A of title IV, or with respect to whom

4 supplemental security income benefits would be paid

: 5 under title XVI (had ‘upplicati«m been made foif such
6 aid or assistance or for such benefits) if such plans and
| such title had remained in effect as they were for the’ ‘
® month prior to the éffective date of title XXI, or who
9 'would meet the income and resource requirements of
10 such_appropriate State plan or of title XVI, and indi-

11 viduals with respect to whom there would be paid, or
12 who would be eligible (inciuding individuals who would

13 be eligible if they were not in & medical institution) to

14 have paid with respect to them a State supplementary

15 payment”;

16 (B) amending so much of subparagraph (B) of
’ 17 section 1902 (a) (14)- as precedes clanse (i) to read as

18 follows:

19 “(B) with respect to individuals (otl_wr than
20 individuals with respect to whom there woula be
21 paid, or who would be eligible (including individuals
0 who would be eligible if they were not in a wedical
PR institution) to have paid with respect to them, a
24 State supplementary payment (if application had
25 been made for such payment) and ave eligible for
2
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19
medical assistance equal in amount, duration, and
scope to the medical assistance made available to
individuals dosvrilu;d in paragraph (10) (\\)) whe
would not he eligible to receive aid or assistance
under any such State plan and with respeet to whom
supplemental security income benefits would not be
paid under title XVI (if application had been made
for such benefits) and who would not meet the
invomo. and resource mquiro;nvnts of the appropriate

State plan. or the supplemental security income pro-

gram, as the case may be,”;

(5) (A) striking out, in the matter that precedes
clause (A) of paragraph (i'c") of section 1902 (a),
*who are not receiving aid or a.<§istmwo under any plan
of the State approved under title I, kl XIV, or XV,
or part A of title IV, and with respeet to whom supple-
mental security income henefits are not being paid under
title XVI" and inserting in lien theréeof *who woeuld not
receive aid or assistance under any plan of the State ap-
proved under title I, X, XIV, or XV1, or part A of title
IV, and with respeet to whom supplemental security
income benefits would not be paid under title XVI
(even if application had been made for suech aid or assist-
anee or for such benefits) *°,

(B) (i) inserting, immediately following “provide

123
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for" in clause (B) of such paragraph. “disregarding
from the income of the applicant or rm-npu-nt any anount
paid with respect to such individual under section 2104
or section 2111, or any amouuts received as a cash pay-

ment b\ or for the use of such mdmdua,l from any

agency of a State or its political subdivixions the pligibil-

ity for, or amonnt of which, is dependent upon the finan-
vial resources of that individual « his need for financial
assistance, and”, and

(i) steiking out, in clause (B) of such pnra:graph
win the case of any applicant or recipient who would.
except for income and resources. be cligible for aid or
assistance in the form of money payments under any
plan of the State approved under title I, X, XIV, or
XV or part A of title IV, or to have paid with respect
to him supplemental security income beneits under title
VI and inserting in lien thereof “in the case of any
ap;llivant or recipient who would, except for income and
resoneces, be eligible for aid or assisiance in the form of
woney payiients under any plan of ‘th(- State approved
ander title 1. Xo XIV, or XVL or part A of title IV
ol; to have paid with respect to him supplemental seen-
rity income benefits under title XV 1, if such plans and

wich title had remained as they were in effeet for the

month prior to the effective date of title XXI™, and

124
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1 (€') striking out all that follows “*who is under age
9 21" down to the firgt semicolon in clause (D) of such
] paragraph and ins‘erting in l.iou thereof “*or ix blind or
4 disabled as defined in section 2110";

5 (6) .triking out all that follows “who is under age
6 201" in paragraph (18) of seetion 1902 () and insert-
7 ing in licu thereof “is blind or disabled as defined in see-
N tion 2110 of any medical assistance correctly paid on
9 hehalf of such individual under the plan;”:

10 ~(7) inserting " (as such seetions were in effect prior
1 to the effective date of title XXT)™ in paragraph (20)
12 (") of section 1902 () immediately followmg “zection
13 1603 (a) (4) (N) (1) and (ii) : . '

1 (8) amending section 1902 (b) (2) w read as
15 follows; _

16 "(2) effective July 1, 1967, any agesrequirement
17 which excludes any individual who has not attained the
8 age of 21 and would (or would exee pt for the provisions
19 of <ection 406 (a) (2)) have been a dependent child
2) under part A of title IV (as such title was in effect. prior
o1 to the effective date of title XXTI) ;™

' ™" (9) repealing section j902 (¢) :

KA (10) amending seetion 1902 {e) to read as follows:
2% *(e) Notwithstauding any other provision of thix title,
25 each State plan approved nuder this title must provide that.

125
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each family which would be eligible to receive aid pursuant
to the plan of the State appmved. under part A of title IV
(if such plan had remained as in effeet for the month prior to
the offemtne date of title XXI) in at least three of the m
months immediately preceding the month in which such fa.m-
ilv would become il:('ligilal(' for such aid because of im;reasml
hours of, or increased income from, employment, shall, while
a member of such family is employed, remain eligible for-
assistance under the plan approved under this title (as though
the family were eligible to receive aid under “the plan
approved under part A of title IV') for four calendar months
beginning with the month in which such family would be-
come ineligible for aid under the plan approved under part A
of title IV begause of income and resources or hours of work
limifations contained in sueh plan.”:

(11) (A) striking out *not eligible to participate in
the State plan program established under title XVI” in
sithsédtion (f) of section 1902 .

(B) by striking out of such subseetion ** (within the
meaning of title XVI)* and inserting “as defined in sec-
tion 2110) ™ in lien thereof,

((*) striking out “after deducting any supplemental
secarity income payment and State supplementary pay-
ment” in such subsection and inserting in lien thereof

“after deducting any payment made under title XX1™:
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$(D) striking out “there ix payable a State supple-
mentary payment” in the second sentence of such sub-
section aud inserting “‘there would he payable a State
supplonwntary: payment” in liqt.tlwroof. and striking ont
in the same sentence “an eligible individunl or eligible
spouse, as defined in title XVI, with respect te whom
supplemental security income benefits are payable” and
inserting in lien thereof “an aged, hlind, or disabled indi-
\'idalal (as defined in section 21(0) with respect to
whom amounts are payable under seetion 2104, without
regard to part B of title XXI";

" (12) éh’iking out ‘“‘are receiving aid or assistance
under any plan of the State approved under title I, X,
XIV, or XVI or part A of title IV, or with re. peet to
whom supplemental security income benefits are being
paid under title XVI, or (B) with respect to whom there
is being paid a State supplementary payment” in seetion
1903 (a) (1) and inserting in lieu thereof “wounld have
received aid or assistance under any plan of the State
approved under title I, XI, X1V, or XVI, or under part
A of title IV, or with respect to whom supplemental
security income benefits would have been payable r.ader
title XVI (if application had been made for such aid or
assistance or for such benefits) if such plans and such

title had remained in effect as they were for the month

-
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126 -
[
124

prior to ‘the effective date of title XXI, or (B) with
respect to whom there wo:ld have been paid a Htate
supplementary paymeht (if application had been made
therefor) ”: |

(13) (A) striking out “1334 percent of the highest
amount which would ordinarily be paid” in sectivn 1903
(f) (1) (B) (i) and inserting “133} percent of the high-
est amount which would ordinarily have been paid” and .
by inserting “as in effect for the month prior to the effec-
tive date of title XXI” immediately before the period at
the end thereof, ,

(B) (i) striking o;xt “highest amount which wmxld'
ordinarily be paid” in section 1903 (f) (3) and inserting
“highest amount which would ordinarily have been
paid” in lieu thereof,

(ii) striking out “‘which would ordinarily be pay-
able” in such section and insem.ng' “which would ordi-
narily have heen payable” in lieu thereof, and

(iii) inserting immediately hefore the period at the
end of such section 1903 (f) (3) X (as such part and as
suck section were in effect for the month prior to the
effective date of title XXI)”,

((}) amending subparagraph (A) of section 1903
(f) (4) toread as followsg
“(A) who would receive aid or aws%stmm& under any

128
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plan of ““.'. State approved under title 1, X, XIV, or X VI,
or part .\ of title IV, or with ro-a;w;-i to whow supplemental
security income henefits would be paid (if application_had
heen made for such aid or assistance or for such !wneﬁts) or
would have been eligible for such aid or assistance or such
benefits if he were not in a medical institution (if such plans
and such title had remained in gffect as they were prior to
the effective date of title XXI), or”; and
" (D) repealing subparagraph (B) of section 1903
(f) (4) and redesignating subparagraph (C) as subpar-
agraph (B) and ameuding it to read as follows: .
*{B) with respect to whom there would be paid
(or would be payable with respect to him if he were not
in & medical institution) a State supplementary payment
and is eligible for medical assistance equal in amount,
duration, and scope to the medical assistance made avail-
able to individuals deseribed in seetion 1902 (a) (10)
" {\). but only if the sum of the public assistance income,
the unearned income, and the earned income (as defined
i section 2106 (a) . without regard to sm%ién 2107) of
such individual in such mouth does not exceed 300 per-
cent of the maximum payable amount vs,tablislml hy see-
tion 2105 applicable to such individual,”;

~ (14) (A): striking out all after **at the option of the

e

State,” in section 1905 (a) down to clause (i) and in-

"
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wrﬁng in lieu thereof *“to individuals (other thau in(li;
vidn@s with respect to. whom there would be paid' or
with respect to whom there would be payable if they
were not in a medical institution (if application were
made therefor) a State supplementary payment an;l are

cligible for medical oassistanco made available to indi-

‘viduals described in section 1902 (s) (10) (A)) - who

“would not haye received aid or asistance under any

plan of the State approved under title I, X, XIV, or
XVI, or part A of title IV, and with respect to whon
supp!mental security income behefite would not have
heen payable (even if ap;‘)limtion had been made for
such aid or assistance or for such benefits) §f such plaus
and such title had remained as they were in effect for
the month prior to the effective date of title XXI, whe
are—?.

(B) inserting *‘(as such sections and snch part
were in effect prior to the effective daie of title XX1)"
immediately before the eomma at the end of clanse (ii) ‘
of section 1902 (a),

(C) amending clanse (iv) of such section to read .
as follows:

*(iv) blind or disabled as defined in seetion 2110,
or”,

- (D)) repealing clauses (v) and (vii) of seetion

I
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1905 (a) and redesignatiug clause (vi) ax clause (v)

* and amending it to read as follows:

“(v) persons essential (as described in the second

_sentence of this subsection) to individuals who would

have received aid or assistance under a State plan ap-
proved under title I, X, XIV, or XVI (if suei, plans had

rou’(iined in effect as they were for the month prior to

the effective date of title XXI).”,

(E) amending the second sentence of section 1905
Ya) to read as follows: . .
“For purposes of clause (v) of the l;r‘»w«lixng sentence,
a.. person ghall be considered essential to anvher indi-
vidual if such person is the spouse of and is living with
such individual,. the needs of such person would be taken
iuto account in determining the amount of aid or assist-
ance -furnished to such individual (under a Stato‘plan
approved under title I, X, XIV, or XVI | (if such plans
had remained in effect as they were prior to the effective
date of title XXI) ). and such person would be deter-
mined, under such a State plan, to be essential to the well
being of such an individual.” ;

(15) amending subsection (j) of section 1905 to
read as follows:

*“(j) The term ‘State supplementary payment’ means

95 any cash payment which would be made by a State on a

131
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1 r(.aqular basis to an individual eligible to receive supplemental |
2 security income bepefits under. title XVI (if such title had
3 remained in effect as it was prior to the effective date of
title XXI) or who would, but for his income, be eligible to

receive such benefits, as assistance based on need in sup-

LN

plementation of such beneﬁgs (as determined by the
Secretary) .”, .
(d) Title XX of such Act is amended as follows:
(1) Section 2(}02(9.)‘(4) of the Social Security

X -2 &

=,

1

-

) Act is amended by (A) redesignating subparagraph
11 (E) as subpamgmkh (B), and (B) by striking out
12 each subparagraph preceding that subparagmph and

’ 13 inserting in licu thereof the following:

. 4 “(A) who are receiving a payment or who are
15 eligible to receive a payment under title XXI, or”.
14 (2) Bection 2002'(11) (5) of the Act is amended by
17 strikiné out subparagraph (A) and inscrtin;.z in lien
18 thereof the following— !

19 . ~ *(A) who ix receiving a' payviment under title
) XXI, or. ,
91 (3) Seetion 2002 (a; (8) of the \et is amended by
o striking out “403 or”,
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1 (4) Section 2003 (d) (1) ("B) of the Act is
2 amended by striking out “the plan of the State approved
3 -+ under part A" and all that follows, and inserting in lien
4 thereof *“‘the p?an of the State developed under part B
3 of this Yitle, the earned income supplement aud income
6" support program established by title XX1. or the plan of
7 the State approved under title XIX ",

\ B (5) Bection 2004 (2) (B) of‘ the Act is amended by
9 striking out “for individuals who are recipients of supple-
0 mental ;wvurity income henefits under title XVI” and
11 inserting instead “for individuals who are recipients of

12 payments under title XXT and who are aged, blind, or
13 disabled individuaJs within the meaning of section 2110
B T (4) (A)".

15 T (8) Reetin

20Q4(2) (H) of the Aet is amended

' 16 by striking out [“the plan of the State approved under
17 part .\ of title \':tlw plan of the State dowlu}ml u;ndor
18 part B of that title, the sum‘»lognoutnl seeurity income
19 program established by title X VL™ and inserting instead
20 the following: “the earned income supplement and in-.

24 cote support [program established by title XX the plan

2r . of the State (,(owlolwd under part B of title IV,

Q '3,?
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130
FEDERAL EMPLOYMENT OF CERTAIN STATE AND LOCAL
EMPLOYEES OR SPECIALLY .qm&.mmn PERSONNEL ;
ACQUISITION OF nmi:nmos AND mv:pnnm‘; START-
UP FUNDS ADVANCE AFPROPRIATIONS
8kc. 106. (a) (1) The Secretary of Health,. Education,
and Welfare shall, consistent w'ith the law governing appoint-

period beginning with the date of engctn\mnt of this Act and
ending twelve m'ont-hs'- after the month in which section 101
of this Act becon.c effective, to provide priority in the selec-
tion of imiividuals described in paragraph (2) for appoint-
nents to positiohs in the competitive servicp of am United
States for which they apply and are qualified, to perform
functions of the Secretary authorized under this Act.

(2) An individual is eligible for assistance under para-
graph (1) if. upon the date of enactment of this Act—

(i) he was an emgk)yeo of a State or any political
subdivision of a State who was compensated in whole or
in part from smm;laid under title XVI or XIX, or part
A of title IV, of the Social: Security Act or under the
Food Stamp Act of 1964: and - -

(i) he was the incumbent of a position all or &
major part of the duties of which (I) were directly
related to determining on hehalf of the State or political

stbdivision the eligibility of persous for assistance pay-

¥31

ment to the competitive service, take measures, during the’
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ments or food stamps from sums paid to the Stete under

. such provisions of the Social Security Act or Food Stap

Act of 1964, or directly related to the making of such
assistance payments (Ptller than medical axsistance pay-
ments) or p.roviding food :stmrq:» or (1I) were in sup-
port of such determinations or the making of such
gasistance payments (other than medical assistance pay;
“meuts) or providing food stamps. »

(b) (1) EMPLOYMENT OF SPECIALLY QUALIFIED
PR30S NEL.—The Secretary is suthorized, until the close of
the twelfth month followin; the month iu.whioh seetion 101
hecomes effective, to establish and fix the eompensation for
not more than fifty positions, each such position being estab-
lished to effectuate those activities of the Secretary in the
administration of this Act that require the services of speé-
cially qualified professional or administrative persounel. The
rates of compensation of positions established under this para-
graph shall not exceed the grade of (181K of the General
Schedule (5 U8, 5332), or, in the ease of five such posi-
tions, the rate specified, at the time the service in the posi-
tion is performed, in the case of one such position for level
11, two such positions for level IV, and three such positions
for level V of the Executive Schedule (5 USRS, 5313).
Positi~ns ereated under this paragraph (other than a position |

ander clause (B) ) are in the competive service of the United



[ 34

& O e W

x =2

10
11

12-

13
14
15
16
17
18

. 134

132 -

Ntates, .but appointments to such positions within (welve
months after sectiofl 101 of this Act becomes effective shall
be made without competiiive examination, upon the Seere-
tary’s determination that the appointee’s qnaliﬁcatio;: are
consistent with th;e basis, set forth in section 5104 of title 5,

T'nited States Code, for grading comparable positions, ~ *
(2) ‘Dirgcr HIRING AND PAY OF NEW A PPOINTRES. —
Until the close of the twelfth month following the month in
which section 101 becomies effective, if the Secretary tinds
that it will promote the efficient administration of this Act
with respect to procuring the services of iudividuals in occu-
pations for which the rates of pay in private enterprise are -
found by the Secretary to be suustantially ahove the pay
rates cotablished by section 5332 of title 5, United States
("ode, or individuals whose services cannot otherwise readily
and expeditiously be procured, the S-cretary ix authorized—
~ (A) to administer to an applicant for employment,
at such tires and places as the Secretary may determine,
any examination prescribed under se(_'tion 3305 of title 5,
United States (‘ode, and to appoint the applicant tc a
position i the competitive service of the United States
for which the Secretary finds the applicant qualified, not-
withstanding that the name of the applicant is not en-

tered on a register or list of eligibles established under

134
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183
section 3313 of title 5, United States Code, or certified
under section 3317 of title 5. United States Code: and
(B) to employ a new appointee /a,t & step rate,
within tl;e grade in which he ix appointed, that is above
the{irst. step of that grade established by the eneml
Schedule,

(¢) AcQUISITION OF BUILDINGS AND EQUIPMENT. —

s The Secretary is authorized, until .the close of the twelfth

9 month following the month in which section 191 becomes

10 effective—

(1) To authorize the Administrator of General
Services to procure from any State or ax;y of its political
subdivisions, on terms and conditions to which the State
or political subdivision, the Administiator, and Secretary
may agree, and without regard to any other law or reg-
ulation governing the procurement of property. for use
in the administration of this Act, real or personal prop-
erty used by the State or political subdivision in the ad-
ministration of any program or activity assisted under
the Social Security Act and Foqd Stamp Act of 1964:
Provided, That a State or political subdivision may not
bs compensated for such real or personal property in an
amount that exceeds the amount detern:ined by the Ad-

ministrator to be the fair market value of that property,
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adjl;sted for the contribution to the cost of the building

attributable by the Secretary of Health, Education, and

Welfare or the Secretary of Agriculture to amounts

received by thé State under either such Act as may be

applicable.

| (2) To enter into any agreement for the lease of
real property or the lease or purchase of personal prop-
erty or the acquisition of services and related facilities for
use in the adlliinist;ation of this Aot, without regard to

sections 3648 and 3709 of the Revised Statutes (31

U.8.C. 529; 41 US.C. 5).

(d) StarTUP FuNDs.—There are hereby authorized
to be appropriated such sums for fiscal years 1978, 1972,
1980, and 1981, as may be required for taking all actions,
including receipt and processing of applications in advance
of the effective date of section 101, the conduct of advance
tests of planned administrative procedures and related
actions, data systems, or other related materials necessary
for the Secretary of Health, Education, and Welfare to pre-
pare for and implement that program.

(e) ADVANCE APPROPRIATIONS.—To the end of assur-
ing continuity in planning and otherwise preparing for the
implementation of section 101 of this Act, appropriations
under subsection (b) are autlﬁ)rized to be included in any
appropriation Act— |
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(1) for fiscal year 1978, appropriations availahle
for obligation for fiscal years 1979, 1980, and 1981,
(2) for fiscal year 1979, appropriations available
for obligation for fiscal years 1980 and 1981, and
(3) for fiscal year 1980, appropristions available

for oblgation fur iGal year 1981.

- EFFECTIVE DATES

8ec. 107. (a) (1) The amendment made by section

—

101 shall hecome effective on the first day of the month fol-
lowing the thirty-sixth month aficr enactment of this Act.
Each State (including for this | urpose the District of (‘olum-
bia, the Commonwealths of Puerto Rico and the Northern
Mariana Islands, Guam, and the Virgin Islands) may notify
the Secr;tary of Health, Education, and Welfare whether it
intends to enter into an agreement with him under section
2138 of the Social Security Act (as added by section 101 of
this Act) and if, after the expiration of two full calendar |
months following enactment of this Act, any such State has
not advised him of its choice in this regard, =uch failure shall
be considered as notice that such State does not wish to enter
into such an agreement.

(2) Noiwithstanding paragraph (1). sections 2112
(b), 2128(b) (3). 2138, and 2145 of the Social Seeu-
rity Act. as added by section 101 of tinis Act, are effective

upon enactment.
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(b) The amendments made by sections 102, 104. and
105 shall become effective on the first day of the month fol-
lowing the thirty-sixth month after enactment of this Act.

(¢) The amendments made by section 103 are effective
with respect to taxable ycars beginning after the close of the
caleudar vear in m;l;ich soction 101 of this Act hecomes
effective, . '

(d) The amendments made by section 106 are eﬂective'
upon enactment, ' '
TITLE II—EMPLOYMENT OPPORTU NITIES
PROGRAM
ESTABLISHMENT OF PROGRAM

SEc. 201, The Comprehensive Employment and Train-
ing Act of 1973 is amended by adding at the end thereof the
following new title:

“TITLI'f IX—EMPLOYMENT OPPORTUNITIES
FROGRAM
“STATEMENT OF PURPOSE

“SEC, 901, It is the purpose of this title to provide em-
ployment opportunities programs to assist jobseckers, whe
might otherwise have to rely solely on income assistance, in
finding unsnbsidized employment in the private and publie
sectors, to provide training for those who need it, and to
create subsidized jobs and training opportunities which xhall

be designed for principal earers in household units which
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1 include children, for whom unsubsidized employment camot

2 be found,

o3 “PART A—ADMINISTRATION OF KMPLOYMENT
4 "~ OPPORTUNITIES PROGRAMS
s
3 ' “AUTHORIZATION OF APPROPRIATIONS
6 “Sge, 912, Eighty per centum of the amounts appropri-

7 sums as may be necessary to carry out the purposes of this
s ftitle for fiscal year 1981 and each suceceding fiscal year: but,
9 with respect to fiscal year 1981, the Secretary of Labor shall
10 make available for part (* such amounts, out of such appro-
11 priations, as may he necessary, not to exceed an amount
12 sufficient to provide one million four hundred thousand sub-
13 .sidized work and training opportunities on an annual hasis,
14 "ALLOCATION OF FUNDS
15 "SEC. 913, Eighty per centum of the amounts appropri-
16 ated to carry ont this title shall be allocated by the Seeretary
17 of Labor among prime sponsor areas i+ each State in accord-
15 ance with the relative numbers of persons in each such prime
19 “ponsor area as compared with the total number of persons
a0 in all such areas who are estimated by the Secretary to be
a1 cligible for assistance ander this title, The remainder shall he
22 allocated in such & mamner that, of the total appropriated
w4 smounts, there shall he made available not to exceed 2.5
24 per centum for Puerto Rico, not to exceed one-half of 1 per

25 centam in the aggregate for Gnam, the Virgin Islands, and

~
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the Northern Marianas, and not to exceed 2 per cent;xm for
Native American programs, and the remaining amounts shall
be made available on such basis as the Secretary shall deem
api»ropriate. Such amounts as the Secretary determines will
not be needed for use in a particular area during any fiscal
year for purposes of this title may be reallocated to other
areas for obligation during that fiscal year or the succeeding
fiscal year for use over a period of not to exceed twelve
months. | .
“PFINANCIAL ASSISTANCE TO PRIME SPONSORS

“SEc, 913. (a) The Secretary of Laber shall provide
financial assiztance under this part to prime sp«.ma'ors (des-
ignated in accordance with subsection (b) of this section)
for the purpose of carrying out programs approved by the
Secretary of Labor under this title.

“(b) The Secretary of Labor shall desngnat‘ as the
prime sponsor of programs to be carried out under thns title
in the particular geographical ares served by the prime spon-
sor so designated—

“(1) any prime sponsor qualified under section 102
of this Act; |

“(2) any eligible applicant under section 602 () of
tius Aet:or

“\3) auy other entity eligible tr. be a prime sponsor

under section 102 or 110 of this Act, in rases wWhere a
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1 prime sponsor described in paragraph (1) or (2) of this
2 subsection has not been designated or such & designation
3 .has been denied or revoked in  accordance with proce-',
4 dures of the type set forth in sections 108, 108, and 110
5 of this Act. '
6 “(c) In the event that a prime sponsor under this title
| 7 oceases to be as an eligible applicant under title VI, s.uch
8. prime sponsor may continue as & prime sponsor for purposes
9 of this title for the remainaer of the grant period, in' the dis-
10 cretion of the Secretary. |
1 “(d) Whenever the Secretary determines,. after notice
12 and opportunity for s public hearing, that any prime sponsor
13 designated to serve under this title is—
14 “(1) maintaining a pattern or practice of discrimi-
15 nation in violation of section 703 (1) or section 712 (a)
18 of this Act or otherwise failing to serve equitably eligible
17 individuals under part B or eligible patticipants under
18' part C of this title in the area it serves;
19 “(2) incurring unreasonable administrative costs in
20 the conduct of activities and progr;lms, as determined
21 pursuant to regulation; or
9 “(3) otherwise materially failing to carry out the
93 purposes and provisions of this title;

94 the Secretary may revoke the prime sponsor’s plan for the

95 - . in whole or in part, and to the extent necessary and

VRS TIPS LI 1 . 14
. 3



[y}

6

9

10

142

140
appropriato shall not make further payments to such prime
sponsor under this title, and shall notify such sponsor to
retarn all or part of the unexpended sums paid under this title
during that fiscal year.

“(e) To the extent necessary to assure the delivery of
services in the arca ser\;ed by any prime aponsor subject to
the provisions ot this section, the Secretary is uuthorized (if
no other eligible prime sponsor is designated under this title
to serve mch area) to cearry out directly the delivery of such
serviees, or to make grants to or enter into contracts for such
purpose wigh public or private nonprofit agencies or organi-
zations in the same mauner and to the same extent as if the
Secretary were the prime sponsor for that area.

“(f) The Secretary shall, prior to mmnking any pay-

meuts under this title for any fisenl year, enter into an agree-

.ment with any prime sponsor receiving payments under this.

title which contains proviiions adequate to assure that the
provisions of this section are carvied out effectively.
_“EMPLOVMENT OPPORTUNITIES PLAY
“Rie, w14, The Socretary of Labor shal! approve an
employment opportuniti « plan submitted by a prime sponsor
desiznated under section 22,3 ouly if the S8ecrelary determines

that ‘t set: forth satisfactory provisions for earrving out pro-
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1 grams under this title in the geographical area served by such

prime sponsor, including but not limited to—

"~

3 “(1) a job search assistance program meeting the
4 condit’uns set forth in part B of this title;
. %(2) a subsidized work and training opportunities

)
. \, program meeting the conditions set forth in part C of this
7

Y title; ‘
& . “(3) provisions to assurs a continuous sequence of
9 services for eligible individuals under parts B and C, in-

10 cluding job search, placement in unsubsidized work, and,
1n for eligible participants unller part C, placement in sub-
12 sidized work or training designed to lead to unsubsidized
13 work; . . o

14 “(4) provisions for relating activities under this title
13 to activities under other titles of this Act and to other
16 rolesant public and private prognllms and activities, in-
17 cluding but not limited to community and economic
18 development, mial.servives. vocational education and
19 vocational rehabilitation;

20 “(5) provisions for & henrin.gnr hearings to afford
21 an opportunity for public comment; -

22 “(8) such other conditions and assurances as the
&3 Secretary of Labor may require pursuant to regulations.

3.
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“REVIEW BY GOVERNOE AND STATE MANPOWER SERVICKS
| COUNOIL ’

“8Ec. 915, (a) Each plan submitted by a prime sponsor
described in section 918 (b) (1) of this Act shall, prior to
its submission to the Secretary of Labor, be transmitted to
the Governor of the State and to the State Manpower Serv-
ices Council (established under section 107 of this Act) for

" their review and recommendations.

“(b) The State Manpower Services Council shall afford
interested parties an opportunity to submit views at & hearing
or 'hoar.ings on the propused plans of all prime sponsors
within the State. '

“(c) After their review', the Governor and the State
Manpo;ver Services Council shall each submit any recom-
mendations they deem sppropriate for modification of any
prime sponsor’s plan under this title, first, to the prime spon-
sor, and, after the prime sponsor has had au ‘opportunity Yo
accept or reject such recommendations. to the Secretary of
Labor. ' |

7 “STATEWIDE PLANNING

“Skc, 916, The Secretary of Labor shall provide finan-
cial aigsistance to the Governors of the .ﬂtatos. for use in
accordance with.plans approved by the Secretary, for such
purposes as—

“(1) continuous review, monitoring, and evalua-
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tions of programs and services assisted under this title,
includ__@x_ig_ (rangements for ‘providing job search ;.ssist-
sace apd subsidized work snd training opportnities
uqder this title in prime sponsor areas in the State;
o (2) providing hechixical assistance and consnltative
services to prime sponsors throughout the State during

the development by prime sponsors of plans to*be sub-

. mitted under’ this title to the Secretary of Labor;

“(3) developing multiyear numerical projections of

job opportunities anticipated in labor market areas
throughout the State, and turnover rates in employment
in various sectors of the economy in such 1hor market
areas;: . -

“ (4)' developiﬁg plans for coordinating with prime
sponsor’s plans under this title such related statewide
activitien as ecommunity and economic development,

social services, vocational education, and vecational re-

habilitation programs, as are or may be designed to

enhance the opportunities for eligible individuals .and
eligible participants undel; this .Eitle. to move into regular
unsubsidized employment in the economy : and,

“(5) development of oa-the-job training armngo-

%

ments with private employers in the State who have

established places of business in.more than one prime .

SPONSOT’ Area.

l¢e; .
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) “PRNALTIES FOR FRAUD

g ' “Nec. 917, Any person who— .

3 “(1) knowingly and willfully makes (.)r eauses to be

4 made any false statement or rep;esenu}tion of & matérial
5 fact in any application }or assistance or participation

6 under this title; “ .

7 *(2) atany time knowingly and willfully makes or”

8 eauses to be xqade any Talse statement or representation

9 of a material fact-for use in determining rights to any
10° sncl: assistance or participation

1) “(3) having knowledge of the oceurrence of any
12 event affecting (A) the initial or 90ntimmd right to any
13 payment, or (B) the initial or continued right to any
14 _payment of any other person in whose behalf such per-
15 son has applied for or is receiving sueh payment. con-
16 coals or fails to disclose such event with an intent frandu-

« 1 lol;tly ¢ secure such payment eith rin & greater amount

18 e quantity than ix due or '_when no such payment ix
19 author#zod: or '
20 | “ ('4) having made application to reccive any sach
21 ' pa.ym(i:nt. for the nse and l}et.nefit of another a.nd. having
29 rec:*iv I\.d it, knowingly and willfully converts such pay-
4 went_br any part thereof to a use other than for the use

94 and benefit of such other person;

95  shall he guilty of a misde eanor and upon conviction thereof
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1 vhah be fined not mere than $5,000 or irnprisox;ed for not

2 more thdn one year, or both,

3 “DEFINITION -
. s 4 “SEc.918. Asused in this title—

5 “(1) ‘child’ and ‘children’ mean only an individual

6 .. or individuals under the age of exghteen/yem who are

7 not parents of another child living in the same place of
8 wmduwe ] t

9 “(2) ‘adult’ means an individual other than a child;
10 “(3) ‘State’ includes each of the fifty States, the
11 . District of Columbia, Pnerto Rico, the Northern Mari-
12 anas, Guam, and the Virgin Islands;

13 : *(4) ‘houschold unit’ has the same meaning as the

definition set forth in section 2101 (b) of the Social

15 Security Act;

~. 16 “(5) the term ‘incapacity’ means (as defined in
17 regulations which the Secretary of Labor shall prescribe,
18 with the concurrence of the Secretary of Health, Educa-
19 tion, and Welfare) a medically determined inability to

20 . perform .work on & regular basis, which is expected to
last for not more than twelve months;

“(6) ‘Federal minimum wage’ means the minimam
wage under section 6(a) (1) “Qf the Faic Labor Stand-
% ardg; Act of 1938. except that wﬁh respect to Puerto Rico
25 and the Virgin Islands, tke Secretary of Labor shall by

:149
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1 regulation prescribe the meaning of such term for pur-
o poses of this title;

‘ 3 “\+) ‘State or local minimum wage’ means the
4 State or local minimum wage .f.or the most nearly cofl-

.5 . parable private employment. -

G “PArT B—Jo SEARCH ASSISTANCE
7 ' “ELIGIBLE INDIVIDUALS . .
s “Skc. 931, In accordance with regulations which the
9 Secretary of Labor shall prescribe, an eligible individual for
10 assisiance under this part shall be—
1, “(1) any adult individual who is & member of a
12 household unit which includes a child; or
13 “(2) any adult individual who is & member of a
14 household unit which does ot include & child and who
15‘ is & member of a household unit determined by the Sec-
16 retary of Health, Education, and Welfare to be eligible
17 for & payment under section 2104 of the SBociai Security
18 Act. _
19 “JOB SBEARCH ASSISTANCE Puom;{m
20 “Skc, 932. (a) Job search assistance programs under
91 this part shall consist of approp'riate services aful activities in
9o accordance with regulations which the Secretary of Labor
. oy shall prescribe, which shall Liclude but not be limited to—
2% “(1) the administration of an int:lée process
25 through the State emp! yment soom;ity agency or other
. 130
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comparable arrangements, including provisions for re-

ceiving applications of eligible individuals seeking assist-

ance under this part (including those referred to the

Secretary of Labor under section 2108 of the Sorial
Security Act), determining whether s!q‘ch individuals are
eligible individuals in accordance with section 931 or eli-
gible participants in accordance with section 851 of this
Act, verifying the statements and information subnitted
in connection with such applications, and taking appro-
priate actions with respect to such applicationﬁ;

*(2) use of a computerized job matching program,
where available, pursuant to an agreement wnth the
State employment security agency ;

“(3) a program of job search assistance services,

including counseling and testing as needed;

“(4) referral to job opportunities in the pﬁvate or
public sectors, which are not subsidized under this fitle,
of eligible individusls under part B of this title during
an initial eight-week job search period, and, thercafter,
referral to such job opportunities of eligible individuals
under part B who are members of household units receiv-
ing cash assistance under title XXI of the Social Secu-
rity Act and have not found unsubsidized private or
public employment; o

*“(5) referral of eligible participants (as defined in

- L ..

N
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seotion 951 of this Act) to subsidized work or training
opportunities under part C of this title, after the fifth
veek from the time such eligible participant applies for
job search assistance under this part, if such eligible
participant has not been determined to have refused
without good cause an unsubsidized bona fide job offer
during such job search period; |

*“(8) job development and related services, to be
carried out through arrangements with the State em-
ployment secvrity agency, or comparable arrangements
with other public or private nonprofit agencies or orga-
nizations, including community-based organizations;

“(7) followup services to provide referrals and
other information, with respect to the availability of non-
subsidized job opportunities, to eligible pacticipants
under part C of this title who have been placed in sub-
sidized work or training positions under this title:

‘“(8) a renewed eight-week period of job search
activity for any eligible participant after a total of fifty-
two weeks has passed since the eligible participant first
entered & subsidized work or.training position under this
t'tlg;

“(9) provisions for the establishment, by the prime
sponsor, of annual goals for placement of eligible indi-

viduals under this part in unsubsidized work.
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"1 “(b) An individual shall be deemed to have applivd for.
2 assistande under this title from the time such person enters

4 an appropriate intake office and registers for such assistance.

4 \“woax REQUIREMENT
5 “SEc. 933. In accordance with standards and procedures

¢ Which the Secretary of Labor shall prescribe by regulation,
¢ an eligible individual or participant shall not be found to have

w refused a bona fide job offer for good cause if—

9 ~ "(1) the rate of pay for the job offered to such per-
10 son is less than an amount equal .to the higher of the
1 Federal minimum wage or State or local mimmum wage
12 (as defined in section 918 of this Act) plus, in the case
13 of eligible participants (as defined in section 951 of this
14 Act), any “'age supplement (as determined in accord-
15 ance with section 953 of this Act) which is payable, in
16 the State where such employment is offered, for a sub-
17 sidized work or training opportunity under this title:

18 *(2) the conditions of work or training are unrea-
19 sonable for such individual in light of such factors as the
90 hours of work, health or safety conditions, or geograph-
91 ical location:

2 *(3) the job offered to such person (A) in the case
o of a single parent of any child between the ages of seven
24 and thirteen, inclusive, involves hours of work which
95 would make it illlpfm-ti(-al for such person to be at home

S 153
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1 during hours when such vhil,d is out of school and at
2 home, or (B) in the case of any other person, provides
3 w}eekly earnings which are not at least equal to the

- w

4 ' higher of the Federal minimum 'wage or State or local

5 mininium wage (as defined in section 918) multiplied
6 by forty hours; or |

7 *(4) the job offered ix available due ducetly to a
8 strike, lockout, or other labor dispute,

9 “DETERMINATIONS BY 'mé SE(‘RI-.“;‘AB\' OF LABOR

10 “SEc, 934, (a) The Secretary of L:;lmr shall, in accord-

11 ance with regulations, provide for—

12 * (1) determinations of claims of incapacity with
13 respect to individuals referred to the Secretary of Labor
14 under section 2103 of the Social Security Act, with,
15 review from time to time of the continuance of any such
16 incapacity:

19 “(2) determinations a;' to whether a bona fide job
18 offer has been refused without good cause by an eligible
19 individual under part B or an eligible participant under
20 part (*,

21 *(3) an administrative review pnwo.;s. consistent
2 with the types of procedures set forth in section 2136
23 of the Social Security Net, affording opportunitios for
24 hearing: and appeals with respect to determinations
25 affecting the applications for assistance under this title of

Q ' .-o; 1 !
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1- cligible individuals under part B or eligible participants
2 under part (', determinations of incapacity, and whether
3- any such eligible individual or eligible participant has
4 1".(~fused a bona fide job offer without good cause. - -

5 *(b) The Secretary of Labor shall provide for timely
6 notification to the Seeretary of Health, Education, and Wel-

7 fare whenever a determination has heen made—

8 - *(1) of inecapacity *(including its expected durs- .
'9 tion) with respect to any individual referred to the Sec- .
10 retary of Labor by the Secretary of Health, Education,
11 and Welfare under section 2103 of the Social Security
12 Aot: T |

13 *(2) that a hona fide job offer has been refused
14 without guod cause by an eligibie individual under part
15 B or by an eligible participant under part (* who has
16 heen referred to the Secretary of La.bnr li)‘ the Seeretary
17 of Health, Edueation, and Welfare under section 2103
18 of the Social Seenrity Act;

19 *(3) that a prime sponsor will be unable to place
20 “an cligible participant in a subsidized work or training
2 position prior to the end of the eighth week after such
22 individual appliex for job search assistance under this
K& part:

24 “(4) that an eligible individual referred to the See-.
25 retary of Labor by the Secretary of Health, Education,
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*  and Welfare under section 2103 of. the Social Security

Act has applied for jol, search assistance under this part; °

and ‘ o .

“(5) that an eligible Msipsnt referred to the
Secretary of Labor by the Secretary of Health, Educa-
*tion, and Welfare under section 2103 of the Social Secu-
rity Actis concludmg an eight-weeh period of ]Ob search
asistance under this part or has heen placed in a subsi-
dized or unsubsidized job.

“(e) The Secretary of Labor may enter into arrange-
ments for th delegation to the Secretary of Health, Educa-
tion, and Welfare of any functions with respect to determina-
tion+ of incapacity under subsection (a) of this section.

"JOINT AGREEMENT FOR JOB SEARCH ASSISTANCE
RESPONSIBILITIES

“Skc. 935, (a) Any prime sponsor submitting an
employment’ opportunities plan under sect_ion 914 of this
Aet shall— _

“(1) transmit, as part of such plan, a copy of any
joint agreement between the prime sponsor and the State
employment security ageney f.r carrying out specific job
search assistance functions uuder this part: or

*(2) if no such joint agreement has been reached,

set forth as a part of such plan, the prime sponsor’s

Y
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proposed arrangements for carrying out -specific job

search assistance functions through the S:ate .employ-

ment security agency or other public «r private agencies

or organizations. .

“(b) As part of its review in accofdanm with section
915(b) of this Ad, the State Manpow.er Services -Coune’
shall, after considering ax;‘y comments and recommendations
submitted by the State e:nploymem security agency or other
interested parties, make any recommendations such ouncil
deems appropriate for _joi‘glt arrangements Between the prime
sponsor and the State employment security agency for cm:ry-
ing out specific job search assistance wmctions under this
part. .

“PART (—BuEsizp WORK AND TRAINING
 “BLIGIBLS PARTICTPANTS

.“Sl')('. 951, (a) In accordance with regulations which
the Secretary of Labor shall prescribe, an eligiblé participant
for assistance under this part shall be an adnlt. individual (1)
who is a member of a household unit which includes a child
and (2) who, during the six-month period preceding appli-
cation for assistance under this title, was a principal earner
or was the sole earner in any such ho:mehold unit, or had no
earned im-orﬁe and no other adult in such h'ousehold unit had

any earned income during such six-month period; but no indi-

1o7
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vidual in a particular household unit shall qualify as an eli-
gible participant if another such individual is already a
participant. . o

“(b) For purposes of this tifle, the term ‘principal
earner’ means that aduit in a household unit who had the
largest total amount of earned income during the six-month
period preceding application for such assistance, except that
another adult in the same household unit may, in lieu thereof
and pursuant to regulations prescribed by the Secretary of
Labor, qualify as.the prit;('ipal earner if that adult worked
the largest total amount of hours during such preceding six-
month period, or if the adult otherwise determined to be the -
principal earner during such preceding six-month period is
disabled or incapacitated or otherwise not currently available
for work.

“FEDERAL FINANCIAL ASSISTANCE

“Nge. 952, (a) The Secretary of Labor shall provide
financial assistance for & prime sponsor Qubmitting a plan
under section 914 of this title for work and training oppor-
tunities undew this part if such plan provides that funds under
this part will be made available only in accordance with the
provisions of thix section.

“(h) (1) From its allocation, each prime sperisor may
tisee for purposes of paying the coxtx of wages and allowances

an amount equal to the s of the Federal contributions to
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prime sponsor,
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tad
wages and allowances (as determined under paragraph (2)
of thix subsection) payable’ on behalf of all eligible partici-
pants in subsidized work or training positions funded by such
*(2) The Federal contribution to wages and allow-

ances on hehaif of any oligible participant shall be equal to

the product obtained when the Federal minimum wage (as

defiued in section 918 of this Aet) ix multiplied by the num-
ber of hours spent by such eligible participant in subsidized
work or training activities under this ‘part-. The maximum
weekly Federal contrilmtion to wages and allowanees on
hehalf of any eligible participant shall be the Federal con-
tributions to wages and allowances for subsidized work or
training for forty hours per week. .

*(¢) From its allocation, cach prime sponsor, in addi-

“tion to the linitation on allowable costs under subsection (b)

of this section, may also use an amount, which shall not ex-
ceed 30 per centim of the total made available to sueh prime
sponsor under subsection (a) of this seetion, for the purpose
of covering—
*(1) administrative and supervisory costs:
*(2) nevessary supplies, equipment, and materials:
*(3) nonwage benefits, including social seeurity
employer tax contributions (hut not unemployment in-

suranee contributions or econtributions to  retivement

139
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1 funds), appropriate worker‘;s compensation, and other
2 benefits in aceordance ‘with regulations which the Sec-
3 reiary of Labor shall prescribe:
4 “(4) payment of amounts (not otherwise provided
5 . by the prime sponsor) to cover wages in excess of the

;6 Federal minimum wage— .

7 : “(A) ‘to the exteyt.that the State or local mini:

8 mum wage exceeds the Federal minimum wage (as

9 - defined in section 918 of this Act) ;and |
10 “(B) to _the. extent that wages paid tn work
1 " leaders exceed wages otherwise paid under this part,
12 ' excopt that the nur ber of work leaders'so paid shall

13 . not exceed 15 per centum of the total number of

14° eligible participants employed in the program and

15 the total rate of pay for such work l.eaders shall not
) 16 exceed an amount equal to 125 per centum of the

17 _rate of ay otherwise paid under this part to eli-

18 gible participants employed in that pregram.

19 “WAGE SUPPLEMENTATION )

20 “SEc. 953, (a) Each State which ente.s into an agree-

21 ment with the Secretary of Health, Education, and Welfare
22 for State supplementation of cash assistance under part B of
23 title XXI of the Social Security Act shall make payments to

24 enable prime sponsors to pay wage supplements in accord-
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167 _
ance with this section to participants in subsidized work and
training positions under this title.

“(b) The wage supplement p  able to a parficip;xnt in
subsidized work or trainingg under shus seetion in an& State
shall be an amount equal to the product obtained when the
supplemmtanon pem'ntnge (as defined in section 2122 (1)
of the Bocial Security Avt) applicable to a household unit
consisting of one adult and at least one child under the age

of seven, multiplied by the Federal minimum wage as de-

_fined, in section 918, or, if the State so elects, the State mini-

mum wage as defined in section 918 (if higher), except that
in no State shull the total wages paid to an) such purtwlpant
(otlier than to & work leader as provuded in seetion 952 (v) .
' (4) (B) of this \et) exeeed 110 per centum of the Federal
minimum wage as defined in section 918.
" “SUBSIDIZED WORK AND TRAINING OPPORTUNITIES
“Skc, 954, (1) The "%eoretar_) of Lnbor shall provide

financial assistance to & prime sponsor under this title only

if the employment opportunities plan subwmitted by such

ptime sponsor.under section $) + of this Act contains satis-
factory provisions for carrying out subsidized work and train-

ing programs, including—

“(1) the provision of full-time opportunities for sub- -

[N
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“sidized work and training designed to lead to unsubsi--
dized work;
~“(2) the provision of part-time opportunities for
subsidised work and training designed to lead to unsub-

v

1

2

3

4 .

5 sidized work, with special provisions for such opportuni-
P ties during hours which accommodate tht: needs of single
7

8

9

.
parents, including hours enabling them to be home when
] their children are out of school ; .
N . ¢ *(3) appropriate provisions for subsidized training
10 "opportunities, including classroom instruction, skills
11 - training, on-the-job training, and appropriate work ex-
. 12 . 1wrienc.e, in accordance with reguiations which the Secre-
13 . tary shall prezwrii)o: ) .
14 “(4) assurances that 'on-the-joh training ar?ange.-
15 . ments will not be inconsistent with paragraph (;"3) of
16 sectiop 101 of thix Act;
. 17 “ (3) assurances that programs p_rovi«fing subsidized
I8 work ana training opportunities under this part, in-
19 cluding projects carried out by community-hased (.)rga.-
. nizations and other public or private agoncies_am‘i or-
91 ganizat'ions. will be carried out-under the supervision of
o "the prime sponsor; . ' .
. 93 *(6) assurances that rates of pay for jobs sup-
94 ported under thix part will be not less (ht;.ll‘ tlu'-. higher of
us5 the Federal minimum wage or State or locul minimam
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wage (as defined in seetion 918 of this Aet). and that
the total wages and allowances for such jobholder for
hours spent participating in such work and supervised
thaining opportunities shall not oxceed. such appiivahlu
minimum wage (except as otherwise provided by thix
pairt) multiplied by the hours spent jn work and super-
vised training per week (whicli mav not include hours -
spent in job search) ;

“(7) assurances that provisions will he made for
sick leave with pay, in accordance with .egulations
which tly; Necretary shall preseribe;

*(8) provisions for the ost-ai).lislmwnt. by the prime
spousor, of goals for placement of participants under this
part in unsubsidized work:

" (9) appropriate provisions for flexible working
arrangements, including part-time worh and flexible
working hours:

“(10) appropriate provisions designed so that, in
the case of any eligible participant who is uway from a
job due to incapacity or a short-term pnsubsidized work

or ‘raining opt rtunity, the same “subsidized work or

" training position under this part which was vacated by

such individual (or a similar position) shall, to the maxi-

mum extent feasible. remain open for the eligible partic-

Apant’s retur to xuch position;

oy - \
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“(11) provisions for terminating an eligible partic-

ipant fifty-two weeks after such participant began partio-

W e

ipating in subsidized work or training undor this part
(without excluding therefrom any time such participan

spent away from & job, as described in paragraph (10)

[~ -

of this subsection), with provisions for continued pay-
ment of wages or allowances for the first two weeks of &

renewed penod of job search utmty which such olngxble

© ® =2

participant agrees to undertake for & period of not less

10  ° than five nor more than eight weeks; and

1 “(12) appropriate provisions 'devleped by the
12 prire sponsor, with respect to eligible participants who
13 have ot found unsubsidized jobs after ﬁv}e weeks of
4 renewed job search activity, for placing such eligible
15 participants in other subsidized .work or training posi- |
16 tions under thiv part which shall be designed to lead to

) 17 unsubsidized work,

s 18 “(h) Where a labor organization represents employees

19 who are engaged in similar work in the -ame geographical
20 area to subsidized work under this title proposed to be per-
21 formed under the program for which an employment oppor-
22 tunities plan is being, & :veloped for submission under section
914 of this title, such organization shall be notified and ~shall

24 be afforded a reasonable period of time prior to the submis-

1G4
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sion of any such plan in which to make comments to the
prime spmmor and to the Secretary. - |
. “8PECIAL mmn'rums

“S8ec. 955, (a) The Secretary of Labor shall provide
financial assistance under this part only if the Secretary de-
termines, in accordance with regulations, that the activities to
be assisted meet the requirements of this section.

“(b) Each prime sponsor under this title shall prvide
assurances, satisfactory to the Secretary, that the activities
assisted under this part— o

“(1) will result in an increase in employment op-
portunities over those opportunities which would other-
wise be available;

“(2) will not result in the displzuwn;ont of cur-
rently employed workers (including partial displace-
ment such as reduction in the hours of nonovertime work
or wages or employment benefits) ;

*“(3) will not impair existing contracts for services
or result in the substitution of fands under this title for
other funds in connection with work that would other-
wise e performed ;

*(4) wil! not hire any person wher any other per-

son is on layofl by the employer from the same ot any
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substaintially equivalent job in the same geographical
area ; and '
“(H) will not he used to employ any iwrson to fill

a job opening created by the act of an employer in lay-
ing off or terminating employment of any regular em-
ployee or otherwise reducing the regular work force
not supported under this part, in anticipation of -filling
the vacancy so created by hiring an eligible participant
to be supported under this part.

“(¢) With respect to work supported under this part,
jobs in each promotional line shall in no way infringe upon
the promotional opportunitics which would otherwise be
available to persons currently “mployed in public services
not subsidized under-this Act and no job will be filled in other
than an entry level position in each promotional line until
applicable personnel procedurex and collective bargaining
agreements have heen complied with,

“(d) The provisions of section 605 (b) of this At shall
apply to this part.

*(e) Activities funaed under this part shall meet such
other conditions as the Secretary may deem appropriate to
carry out the purposes of this Act.”.

SPECIAL CROVISION
Ske, 202, State unempleyment compensation statutes

shall not be considered to be out of conformity with the
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unemploypnerit compensation provisions of the Social Secu-
rity Act Qnd the Federal Unemployment Tax Act if subsi-
dized work and training opportunities under title IX of the
Comprehensive Employment and Training Act of 1973

are not covered by such Stat. statutes.
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The Cuarsan, We are privileged to have as onr witness today
the distinguished Secretary of Labor, Ray Marshall, Tomorrow, we
shall hear from his counterpart in the development of this legisla-
tion, Secretary Califano, :

We have looked forward to this hearing and this beginning with -

| great expectations, Mr, Secretary.

I would like to turn to my colleagues.
Senator Nersos, 1 will submit my statement for the record,
[Opening statement of Senator Nelson follows:]

OPENING STATEMENT OF SENATOR (FAYLORD NELSON

Senator NetsoN—This morning, the Commmittee on Human Re-
sources begins its legislative hearings on welfare reform legislation,
The Committee is pleased to have Seeretary of Labor Ray Marshall as
our first witness, Joining him are Jodie Allen, Special Assistant to the
Secretary of Labor for Welfare Reform and Arnold Packer, Assistant
Seeretary for Policy, Evaluation and Reseavch,

To economize on time, my statement will be brief,

Welfare reform has been a major objective of Presidents Johnson,
Nixon, Ford and Carter. While a number of improvements have been
made over the past decade in the coverage and administration of the
various welfare and jobs programs, and progress has been made in the
development of issues pertaining to wol}aro reform, the gual of com-

rehengive welfare reform has eluded us, The primary reason for this
18 that the term “welfare reforin™ has a variety of meanings to different
people. _

"~ To some, welfare reform means reducing welfare enseloads and
costs, To others it means expanding benefits and program coverage.
Still other people believe welfare reform should ‘include a variety of
objectives sueli as reducin; the complexity of program administration,
easing the fiseal burden on State and local governments, and eliminat-
ing the disparity in benefits and coverage between the States. At the
same time, virtually evervone wants to encourage work, sel f-sufficiency
and the preservation of families, .

The Carter administration's better jobs and income program ad-
dresses all of these important areas, and in my opinion is a giant step
forward in this Nation's effort to enact a coherent and rational policy
which balances the competing and often conflicting poliey objectives of
“welfare reform,” This legislption consolidates the various welfare pro-
grams now spopsored by Federal, State and loeal governments, and

- provides sufficient employment and training opportunities to give wel-

fure recipients and other structarally nnemployed individuals the as-
sistunee and teaining they neod to become emploved in the regular
labor foree, '

The administrations Hill recognizes that there are many individuals
in our society who are able and willing to work. who ean he t=-nxi-
tioned from dependdency oin the welfr =« svstem to productive jobs and
i status of solfsutficieney, if the approprinte trnining, supportive serv-
ices amd ineentives are provided, Most poor people do not choose to
becorme dependdent on Government subsistence, Indeed, the poor seek
for themselves and their families the sunte opportunities ax are avail-
able to the rest of society  the opportunity to have a gaad job, safe
and decent housing. adequate food and nutrition, and good health care.
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But right now, not epough job opportunities are a vailuble, At the
same time, many individunls {m-k the education, training and skills
that are necessary to get those jobs that are available, There are also
many who have no incentives to seek’ employment beeause they are
better off receiving their welfave benefits and related serviees rather
than working,

In the past, efforts have been undertaken to evaluate various work
programs which are related to the veceipt of publie assistance, ‘These
efforts have jed resenrchers to several important conelusions, First, a
substantial number of welfare recipients already work part-time to
supplement their incomes. Over 80 percent of welfare recipients that
are able to work. do work in temporary jobs, Second, most welfare ve
('i&liellts are enpable of performing satisifactory work in meaningful
jobs on a continuing basis, Third, most welfare recipients want to work.
and if jobs and training are available will do so. Finally, those recip-
ients who received extensive Government supported training and sup-

yortive services were the most successful in landing and keeping jobs
in the private seetor, Simply taking someone from the welfare rollsand
putting them in a job doesn’t work very well.

These facts lead to the cenclugion that the task of changing our pres.
ent public assistanee system to one which emphasizes work is not de-

“pendent upon the willingness of welfare recipients to work, but .ather

.

upon the provision of jobs, training, and nactllary services o that they
enn become employed in jobs that pay a livable wage,

It is important to continue to exploring mepaods which will assist
welfare recipients in beeoming self-sufficient, fn fisenl year 1979, the
administration is seeking a $200 million appropriation under title 11
of thi- Comprebensive Emplovinent and Training Aet toes: ablish wel-
fare demonstration pilot projects, The pilot projects are esxentin! to
test the effiency of the Better dobs and Incoine Aet, Under plans devel-
oped by the Department of Labor, demonstration sites will be selected
in & number of loenlities, inehading lnrge and small States, and in rural
aned urban wreas. Before Congress enaets any mnjor overhaul of *he
welfare svstom, it would be good to research farties what mixt we of
employment nad teainiasg programs and sup:pertive serviees ane needed
and what mechanisms should be established to | o the Lest possinle
program in varions areas of the country.

Auswering these questions <"1 he very helpfal to the progress which
will be mnde during the rema ader of this verr and in the next C'on-
rress 1o truly reform onr welfare system.

Senator Javirs, T would? like to emphasiz: the eritieal importance
of what is caib o welfare reform in the g at <ities, particularly my
City of New York, becase we have sueta very heavy unemplay-
ment rate, over 10 percent, a st-gering figure for a city which is g0
heaten up. 1 greatly appreciate the Secretaryie appearance and
prompt consideration of this matter,

The Crary s, Senator Cinnston,

Semtor Cresston, [ have noemng statement.

I would ithe fov weleone 11 e Seevetary.,

The Cuairerss. Obvionsly, sfr. Seeretary, we are anxious to hear
froc, yon,
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STATEMENT OF HON. RAY MARSHALL, SECRETARY, DEPARTMENT
OF LABOR, ACCOMPANIED BY DR. JODIE ALLEN, SPECIAL ASSIST-

" ANT TO THE SECRETARY FOR WELFARE REFORM ; AND RICHARD
JOHNSON, SPECIAL ASSISTANT TO THE ASSISTANT SECRETARY
FOR POLICY, EVALUATION AND RESEARCH

_Secretary Magrsuanr. Thank you, Mr, Chairman, and members of
the Committee,

I am pleased to have this opportunity to present our views on the
employment opportunities program. the job and training component
of the administration’s welfare reform proposal, the program for
Better Jobs and Income,

Accompanying me today is Jodie Allen, my Speeial Assistant for
Welfare Reform.

The employment opportunities program represents a major com-
mitment by this administration to attempt to insure that all Ameri-
can families wii Lav. both the opportunity for self-support through
full-time employment and the skills required to hold useful jobs <t
mle(}uate wages, .

The major focus of this program is to encournge and assist em-
ployable members of low income families and other low income per-
sons in securing adequate paying jobs in the regular cconomy Iow-
ever, in the case of families with children, if no reguiar economy job °
paving at least the minimum wage can be fouad, the Government
will undertake to provide one, :

We estimate that in 1981, the first vear planned for full operatiou
of the program, up to 1.4 million subsidized full and part-time job
and training opportunities will be required. This is an ambitious
objective but it 18 one with widespread public support from all rangea
of the political speetrum. A recent quarterly New. York Times/CRBS
news poll revealed that 73 to 80 percent of all Americans—irrespec-
tive of political persuasion—support the notion that “Government
ought to see to it thar anybody who wants a job can get one.”

The employment opportunities program is an -essential component
of two major policy initiatives of thig administration. The first is
the development of a comprehensive employment policy as part of
an active strateay to reach the gonl of full emplovrient, The second
ix the commitment to develop a more adequate and equitable income
maintenanee svstem which will insure a basie living standard to
those of our citizens who cannot provide adequately for themselves
or their families, '

Before diseussing the features of the crplovment opportunities
program in the context of the welfare reform initintive. T would like
to briefly describe its importance to our emplovment strategy. As
von know, the adiministration has aflirmed its cupport for S, 50, the
Full Emplovinent and Balaneed Growth Aet, commonly ealled the
Humphrev Hawkins bill. That bill establishies a process for ecoordi-
nating macroeconomic and strdeturai policies to reduce both infla-
tion and unemplovment. We are, of conrse, delighted that the Tlonse
passed its version of the il last week. T believe that the bill's goal
of a 4-percent unemiplovment « ¢ in 1983 i appropriately ambitious
and that it ean be reached,

conventional monetary and fiseal poliey must, of course, he our
main reliance in stimulating the overall expansion of the economy
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essential to reducing aggregate unemployment. But si*wetural em-
ployment and training programs targeted upon woerkers ho are dis-
advantaged by location, lack of skill o education, or discrimination
are cssential not only to achieve full employment but to correct the
inequities of a society which leaves behind large segments of the pop-
ulation even in times of great overall prosperity.

The administration's employment strategy includes a variety of
structwral programs including:

» A major youth employment and train'..g program; '

.(ontinuation of p' agrams for older Americans and other special
groups;

Vigorous enforcement of e:isting civil rights siatutes and positive
action to improve employment access for minorities;

Programs to reduce the flow of undocumented aliens;

I'rade adjust aent assistance to retrain workers who have los* their
jobs because of import competition; )

. A major urban policy currently being developed to make sure that
even the most distressed areas share in econome recovery.

Our employment strategy also recognizes that economic forecast-
in, i an uncertain husiness and that we must be better prepared for
any future downturns in the business eyele. Accordingly, the rean-
thorization of the Comprehencive Employment and Training Act,
which the administration is seeking this year calls for the perma-
nent establishment of a countereyelical publie service employment
program which triggers on quickly when Inhor demand falters and
phases down as the economic climate improves,

The employment opportunity component of welfave reform is thus
just one of many weapons in our anti-unemployment arsenal. It is’
not a substitute for macroeconomic poiiciss, for countercyelieal poli-
cies, nor for programs focused on tne particular problems of agin
cities or other chronically depressed areas. Nor does it in itsolf’. atﬁ
dress the special needs of all the structurally unemployed. But it is
a major step—the first major step—in attacking the corrosive prob-
lem of chronic unemployment and underemployment among family
breadwinners, .

' The employment opportunities program is also an integral pa.t of
the administrations income maintenance strategy. There are four
salient advantages to an employment approach to income maintenance,

The ficst is that, by providing incentives and opportunities for
work und training, a jobs approach builds human capital and self-
sufticiency. In do’ag so, the long-term need for income maintenance
programs is minimized and this, in tara, provides the only hope for

The second advantage is that. in the process, useful goods and serv-
real fiscal relief from welfare costs by all levels of Government,
ices are provided for the whole community and, in particular, for
low-income communities, '

The third advantage is that the community services thus developed
ean, in turn, improve the conditions whieh allow people to go to work,
for example, by providing, day eare or special transportation services,
or which attract or retain employers in the community, for example,
by improving public safety and community facilities, and these fur-
ther reinforce the goal of reducing economic dependsney.

For example, a fully implemented welfare reform jobs program
has the potential for providing local fommunities the equivalent of
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a $1.2 billion child care program: a $1.6 hillion program of home
services for the elderly and ill: a $200 million program to build fa-
cilitios for the handicapped: a %24 billion program to aid publie
schools: and a 8900 million public safety program,

But perhaps the most important <ingle advantage to an employ-
ment approach is that it can assure a far higher total income than is
possible throngh a eash assistance program alone, It is estimated
that assuring even a poverty-line income for’ fomilies with ehildren
through a cash assistance program while 1etaining even modest in-
centives for work effort, would eost npward of $30 hillion, This esti-
mate includes $6.5 billion in increased benefit costs eanted by the fact
that the covered population will rednee carnings by over $14 billion.
Providing the same income throngh a work opportunity program. in
combination with a carefully coordinated supplemental program of
cash gissistance, costs a fraction of that amount,

There are several rensons for this, First, job related henefits unlike
cash assistanice benefits, offer an incentive, rather than a disincentive
to work- sinee wages inerease rather than decrease ag work effort in-
ereases, Second. many fewer people can be expected to apply for a
job than for a eash benefit of equivalent income value for the simple
renson that taking n job requires relinquishing other. opportunities
for alternative emplovinent, leisure, or work in the home.

However, ax the administration’s plan recognizes, an employment
approach cannot do the job itself. A\ complementary program of di-
rect income assistance is also required to assure an adequate total
level of income and to serve as a bagkstop if no appropriate job
opening is available, )

Sinve wages are necessarily limited by the skill level of workers,
while family income requirements arve determined by family size.
composition, and geographic loeation, there is no assurance that the
progeam wage will be sufficient, in itself, to meet family needs, Far-
thermore, if ¢ cogram wages are sot high enongh to meet the needs
of most participating families, the program may begin to exert a
disruptive effect on loeal economies, }“m' these reasons. it is desirable
to keep the program wage relatively low and to supplement these
enrnings by ensh assistance benetits adjusted on the basis of family
size, composition, ana other relevant factors,

The administration’s welfare reform program thus represents a
eareful coordination of emplovment :lmf cash assistanee strategies,
Seeretary Califano will deseribe to vou tomorrow the features of the
cash assistanee component which would establish a nationally uni-
form Federal foor for eash assistance henetits<: extend eligibility for
federally assistedd benefits to previonsly exelnded groups=: and sim-
plify and improve administration of eash assistance programs, 1 will
confine my deseription to the emplovment and training eomponent,

Ia desigming the progeam. ~everal principles ave stressed. First,
productive work efiort ean hest be motivated and sutained by pri-
mury relinnee on the provision of opportunities and incentive rather
than requirements and penaltie-. Smple reserach evidence and trans
fer program experience <upports the commonsense ohservation that
people work best and hardest when they stand to gin significantly
from their efforts, The failures of manv of ome social programs in
the past ean be attributed to the fact that they relied on program
adminiztrators or beneticiaries to behave in way< which were ineon.
sistent with their self-interest,
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A second related principle is that administrative burdens for both
program operators and participants shonld be mimimized. .
ird, families should be encouraged to minimize reliance on cash
assistance—hende persons who work should be substantially ‘better
off than similar persons who do not work. This means that both cash
assistance and tax programs must not be designed in such a way as
to.undermine their incentives which make the job program workable.
Fourth, workers shoukl be encouraged to seek unsubsidized em-
uployment in preference to subsidized emplo ‘ment—hence persons
who work in unsubsidized.employment should be better off than those
in_subsidized employment. ’ -

Lastly, every effort should be made to develop subsidized job and
training activities which are viewed by participants as productive
community services or nonstigmatizing opportunities to kelf-ad-
vancement. If participants view these jobs as punishments, rather
than ()Y])ortlunitios. the work they do wi?l be of httle value either to
themselves or to their communities. :

The major features of the program which would be established as
a new title of CETA reflect tRis general approach,

4

Under the administrations proposal, eligibility for the employ-
ment opportunities component 1s not restricted to persons receiving
cash assistance. One of the goals of the program is to minimize reli-
ance on cnsh assistance partienlarly for the many near poor families
who -experience relatively short-term periods of dependence as the
result. of sporadic unemployment.

Instead, to insure that program benefits reach those most in need,
we have relied on the following simple devices which make the job
program self-rationing.

“Fimst, eligibility for the subsidized jobs progrmm would Le limited
to adult members of families with children. Second, only one mem-
ber of such a Tamily wonld be provided a subsidized job or training
opportunity and that opportunity could only be taken by either the
sole parent or, if there are two or more adults, the principal enrner.
The family may define the principal carner as the pavent who cither
has worked the most hour< or had the highest earnings in the last
¢ menths. If the normal prineipal earner has becomé ill or disabled,
or is otherwise umu’uilnbf' for work. the other parent would qualify.
If neither has recent work experience, either could apply. “This pro--
vision would as<ure that subsidized jobs ave vestrieted to those fami-
lies whose job opportunities. ave so linited that no adnlt member has
been able to obtain stea.ly employment in the regulav economy. at
even the relatively low wage level provided by the subsidized job.

‘Thus, maintaining a relatively low wage is the third, and most m-
portant, rationing device, If the wage ix low. clearly an individual
who ean obtain a better paying job will do so. This self-rationing
fenture also meets another requirement for a workable system.

Wages for these subkidized jobs must not compete with jobs avail-
able in the regular ecconomy. The basie wages for these snhsidized
jobs will be set at the higher of the State or Federal minimum wage.
However, there are two very important exeeptions to this restriction.
In order to maintain the balance between eash assistance and subsi-
dized wages, proportional wage supplements of up to 10 percent of

* the minimum ‘wage must be paid by those States which also supple-

ment Federal cash assistance for those familie< not expected to work.

du It is expected that 39 States will supplement the wage, 37 of theny at
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. the maximum 10 percent. In addition, preminms of up to 25 percent

of the mmimum wage may be paid to a limited number of work

“leaders on projects. "

'This limitation on wages is cssential to encournge participants to
fitst =eek employment in the regular economy aud to discourage
ple from leaving low-wage vegular jobs to take subsidized jobs, ksti-
mates indicate that if the wage is raisal, the number of applicants
for the job might increase by ax much as one and a hdlf times the
rate of increase of the ‘wige, and program costs by over twice tue
vate, This sort of responge could lead not only to greatly increased
program costs but would ultimately require abandoning the concept
of attempting to provide jobs to all eligible persons,

Nonetheless, it is important to note that the combination of wage
and team leader supplements, together with legislated improvemeuts
in the minimum wage, will produce an average national program
wage of $3.72 an hour in 1981, or about $7,700 a year. I 37 States,
the aver.ge wage will be #3.82 an hour. Put_in perspective, n wage
of $3.82 in 1981 is comparable to 11978 wage of $3.21 an hour,

Several other features of the employment opportunities program
have been earefully designed to avoid disruptive effects on the regu
lar economy: - e

A 5-week initial job search period wonld be required before an
individual «in Te placed in a subsidized job. If, during this 5-week’
seriod. the individual is offered a job at prevailing wages. but no
ower than the subsidized job wage. he or she wonld be required to
take it. The emplovment and training system would assist the indi-
vidual in this intensive a-week job search. Private sector placement
efforts would also continue after an individual has accepted a subsis
dized job. After holding a subxidized job for 52 weeks, an individual
wauld be required to undertake another H-week period of intensive
job search.

Private job sector job placenient efforts would be closely coordi-
nated with a major new administration initiative, “Private Sector
Opportunities for the Economically Disadvantaged.” lanned to |
begin next vear, This program. which would be vstnblisllu-(l ax title
VIT of CETA, will seek to link government employment and train-
ing programs more directly to private sector job openings and o
insure that subsidized workers make early and suceessful transition
into regular jobs in industey, \

The subsidized jobs which are created will be in usef+! public serv-
icex which are not normally performed by regnlar public or private
seetor workers, \

Every effort would be made to emphasize job activities which help
participants acquire nseful <killx and e wournge. and assist them to
seek employment in the regular economy, We expeet that training
activities would be a regular component of most subsidized job op-
portunities, ' '

Flexible hours and part time work opjportunities would be pro-
vided in order to accommodate the needs of single pavents with pre-
school and school age chilidven, .

I would also like to emphasize that while no job guarantee is being
made. it is the intent of the program to attempt to provide a suflicient
number of job openings to meet the likely demand by eligible work-

-
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ers for the jobs, A great deal of thoumn’t has gone into.
estimating this demand-since it is a-difficult but important task, -
A job program is. by its nature, voluntary—even 1 rigorously en-
forced work requirement cannot make people work. Furthermore, it
is reasonable to expect that, given the limitations placed on wages
and other program incentives, most poor and near poor families will
refer either to retain their current jobs or, in the case of one-parent
Yamilies with ymall children.  remain out of the labor foree to care
for their families. Two ind | »ndently developed computer models
have been used toprepare estimates of the ‘likely need for job and

training slots and ioth models indicate that, given normal economie
conditions, & demand will exist for 1.4 milijon jobs and training slots
in 1981. All but 300.000 of these slots will be full-time positions,

Since most low-income families can currently find better paying
work for at least part of the year, it is not ‘expected that most par-
ticipants will remain in the program throughout the year, We esti-
mate that in the fivst full year of program implementation, ahout
2.5 million workers each vear would be expected to enter these 1.4
million stots, This means that over the course of several years the
grrent majority of the estimated 7 willion poor and near poor fawi-
liex with children might be assisted. by this program on their way to
tinancial independence, It is estimated that job takers will lie split
about 50-50 between men and women, with the majority of thé women
heing single-pavent heads of families, .

Most of the job takers will come from the ranks of the working

- poor families to whom the administration’s plan would extend Fod:
eral cash nssistance for the first time, However, a substantial number,”
over 40 pereent, will be from families of the type currently eligible
for AFDC, inclmling{ého unemploved father easelond. About 80
percent will have had @ecent work experience, and it is likely that
many paiticipants will be found to be job ready without extensive
pre-employment orientation and training,

To meef the demand for 1.4 million jobs will obviously require a
flexible and innovative organizational structure. One gonl of this
program is to attempt to develop greater coordination and enhaneed
effectiveness of the entire employment and training delivery svdtem,

Program operation will by loeal. Loeal labor mavkets differ, loeal
clientele differ. and a substantial investment has alveady been made
in our existing local employment and training system, A= vou know,
Substantial job ereation and job development capabilities have al-
renddy been developed through the Comprehensive Employment and
Training et (CETNA) programs which currently serve over 2 mil-
lion personsa year, and through the State employment services which

“recoived over T million nonngricultural job listings Iast year, The
CETA system has responded admirably to the tremendous pressure
{)lm-(-d upon it durving the last several months, Early this month, the
evel of publie, serviee jobs under CETA veached 753000, thus
achieving, on schedule, the goal set for the system nine months ago
as part of the administration’s economie stimulus package.

Under the loenl program approach. the loeal CETA prime’spon-
sors will make arrangements for intake, mitial intensive job search
and other lnbor exchange funetions with the employment serviee or
comparable arvangements with other agencies, The local sponsors
would contract with public agencies, community based organizations
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and other non rofit’ groups to provide many of the subsidized jobs
* and training slots, '

The Department of Labor, for its part, would undertake to iden-

~tify and publicize suecessful job creation idens and projects which
might be nndertaken in other comnninities and to assist localities in
combining funds from other l:‘wlvrnl programs pt.'ovitlo.mlclitlg'llnl
ovprhead and supervisory pérsonnel. In cons .tation with CETA
Dbrime sponsors, we are undertaking a continning effort of this sort
to identify job categories which offer the potential for subsidized job
placements=, Such eategories would meet t&w following criterin;

*  First: They provide services needed in most jocal eommunities,

e Secor:d: Thby require relatively unskilled labor at the entry leve],

Third: They are, for the most part, outside the normal range of
Government services and pay at or near the minimum_ wage,

And, fourth: They can be.conducted on a relatively large seale
in wommufities across the country. i

Thus far, we have identified 16 catggories of jobs which alone
could supply over 115 million slots within these criteria. We have
prepared. a more detailed deseription of these job types which 1
will make ailaMe to the committee, .

- Serviges to the elderly is one of the major entegories of subsidized
jobs that could be ecreated under this program, We estimate that
200,000 jobs could -be ereated to serve the elderly and the home-
bound. Similar programs currently exist il many commnaities
nnder CETA, For example, in Wilkon, N.C., AFDC recipients are
providing home health ear: to elderly people who would otherwisoe
have to be institutionalized, In Battle Creek, Mich,, hmm'kmninﬁ
attles are providing a sariety of services for senior citizens whie
allow them to maintain their own homes and apartments,

Work like this needs to be done in this country, Jobs like these
do not require a high degree of =kill. Al they require is dedication
wul o desive to work, One has only to walk through rny city or
travel through any rural area to see elearly that there are thousands
of public services that nepd to be provided, but currently are not
being umndertaken. 'l‘hmu;:?n an imaginative program of job creation,
we ean combine the twin goals of humar development and comnm-
unitv development,

Of cqual coneern, of cotrse, i the immediate effect of the job pro-
gram qn_the incomes of working poor families, Subxidized job wages,
combined with other family carnings, will by themselves keep €
nillion persons in low income families from needing to rely on caxh
assistanee hepefits at all, Combined with the two other major ele-
ments of the retorm paekage, the comprehensive eash assiséence pro-
gram and the expanded earned income tax eredit, the emplovment
opportunities program will insre for the first time that most Amer-
iean famihies with an emplovable mewmber will have an income sub-
tantinll¢ wbove the paverty Hine,

In tost, every family with children with one parent emnloyed in
the regular cenpomy will he assured o mintimum income 20 percent
ghove the poverty level I o ubsidized job is provided. & miniman
incorae 134 pereent abose the poverty line s assured,

Important 2 this ehievement will be, it is veally only the first
step! Keonomie dependeney will not end overnight, Tncome supple-
ments and <absidized cmplovment are only temporary remedies,
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But the low incon. population is not a satie one, Fach yeae per-
*haps S0 pereent of the families in poverty inethe United States leave
“poverty while others, cuffering reverses in eirenmstances, replace
themn. By providing both opportunities and incentives for inereased
self relinnee, the, cmploviment ulnpnrmnitivs program is designed to

Caeeelerate the upward flow to tinancial independence and 1o assure

that Lipsés into eeononmic dependency are fewer and briefer,

A< an integral component of an emplovment strategy, the em-
ploviment opportunity component of welfare reform \\'Elhw 1 major
step forward in assuring that all Americans ean share more egui-

~tubly in the fruits of Maueriean ceonomie growth,

Mr Chairman, T would be glad to try and answer your questions,

The Criavnvan. Thank vou very much, Mr, Seeretary.

i certainly gives ux the framework to work with in understand-
ing the progrm that the administration suggests, I am particularly
ik with, toward the end, the various areas of human need ' that
ean b anet through jobs that ave there but not being filled 11 serv-
inge peaple,

Now, a lot of tht things vou have aentioned are parts of pro-
ayams, For example, the homemakers sepvices are now in law and
progrnmed to some extent, 1 gret the impression that many of the
things yon are snggesting in terms of jobs to further soeiul goals
pre in plave but in limited use. - T

1 just wonder how thesadministrative Tinkage s to ho estab-

teed between this effort whicho in the job a0 omes loswn to
CETA prime sponsors, and the activities and jous and sevvices that
are ereated throngh other sgencies of o ernment, It locked to me
1~ thongh, we have got an administrat ve atuation of great comp . a-
ity to bring it all together,
Secretury Marsitars, Well, we have tried to mitke the admin® 'ra-
tion ofs the svatem very simple beeiuse we helieve that wo aeed 1o
amplify onr progrars as mueh as we ean, Therefore, our propesad
i~ that the jobs purt of welfare reform be o new ticle to CETA and
thet the CETA svstem he nsed to deliver the services,

What that means S that the determination will be by local units
of Covertment. for e most part, Determination of what kinds of
iolim aire to b provided, the system for intake and provizion of sery-
ice< would be a part of the <v-tem that is already i place. We will,
e von know, atcempt to learn some more about how to improve the
administration. of the svstem theongh the welfare reform demon-
~teation project proposal that i paet of the CISTA reanthorization,
Frow the experience we hive alrozdy had under the CET A stimulus
Bk we are convineed that the program will work. But we need
to et Ao additional answers to ?m-stinn\' in order to improve the

Caperotion of the svstem before the welfare re rme job program

wiies 1o full <enle operation,

Tor aner o very simplv, this wotld be a part of the CETN svstem,
ity embd b new title in the CETEA et It would '+ grafted onto
that =y tem. We wonld try o ged re for the oat-seale imple-
mentation of the progran (hl‘ullgh [nilut m'nim'ts.

The Crivevas. So the first tage would be the detnonstration, is
that right, for what period of time!? '

Seeretary Mansiiag, T the CETA reantherization we have how
Liveer by that? )

-7
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M: Autes. We bope to begin implementating the pilot projects
early next fiseal venr, We think we will get feedback on the major
things we want to know hy the end of that year, The following
veni* we hope to begin to phase in regnlar program slots on a modest
nsis,

The Coaryan, In this effort, how many positions are you talking
about ¢ c

Neeretary Marsiarn, 5000, The appropriation we asked for was
$200 million, 0000 positions, \ :

We are thinking of having demonstration projects in about {en
places, We think that it is important to do that in ordér to be able
to answer some very important guestionsiabout the program. The
main purpose of the demonstration projects would be to cttempt to
measure the size and characteristies of the pool of applicauts in
cach place,

In particular, we want to yerify the accuracy of the computer-
baswl estimates of the job demands, Our computer estimates 1.4
willion jobs, This necds censiderable refinement. We need to de- -
v iep and evaluate alternative metheds of creating employment and

- training opportunitics suitable to elient ngeds. We need to evaluate

the adesaey of overhead alloeations, training and placement activ-
ities, We need to iy ent methods of fimproving private participation
and stimulating private sector placements,

In order to achieve our objertives, we have to improve the link-
ages botween publie service employment and training programs and
the private sector in order to be able to move peopie throngh the
publie service prrogram into the private seetor. The incentive syaiem
we have tried to st ap is designed to do that. to have . situation
where people alwavs make more from working in a private sector
joby than in a subsidized public service employment job,

We need to learn more how to improve those linkages, The project
would be designed to accomplish that. We want tq studv preblems
associeted with particnlar type of labor markets, seasonality. use of
migrant lnbor, and to develop management information and program
monitoring systems that wonld be ready to be put into opertion
when the program operations beeame full seale, '

We have asked for funds for the pilot projects as a part of our
CETA reanthorization for the 1979 budget,

The Criamemas. Right now CETA and the Emplovment Service
have similar missions, Are van seisfied that there is community
linkage and a relationship that jis ettective and eflicient

Sporadically. T hear 1vtom Emploviient Service people that they
are not in barmony of commpnication, and yet they are both de.
sigmed 1o be meeting the same mission, as I understand it.

Seeretary Marsiarr, Wello T am not satisfied with the arrange.
ment=. We are trving to improve that, We are not satisfied with the
relationship between the CETA sy~tem and the Emplovmem Service.

[ think that there is 0 good deal of vaviation, Tn some places, the
relationsinip is very seomde In other places it is not,

What we have tried to dg is to ereat competition heeanse we be.
lieve comupetition will canse voth ~vstems t9 be “wtter. Where the
local CETA prime sponsor< .ant to ase @ smplovment svstem,
they are encouraged to do it. In fact, we cnconrage tirem to do it
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everywhere, but we o not assign the role to the Employment Serv-
ice, We do not mandate the role.

That is what we have been trying to do, and I think it has eaused
iprovement. both in the Employment Service and the relation=hip
between the Emplovment Service and CETA.

The (‘uamumay. Thank you.

Senator Nelson.

Senator Nrrson. Mr, Seeretary, were State welfare directors in-
cluded in the development and planning of the program?

Secvetary Marsifani. Yes, sir,

Senator NELsoN, In what way ¥

Secretary Marssatr, We consulted—IIEW. particularly, under-
took considerable consultations, We also” consulted with the State
officials, particularly the CETA system, local prime sponsors, apid
with the governors and mayors organizations jn orvder to get their
input, Both HEW and the Department of Labor conducted extensiver
consultation.

Senator Newsox. 1 am just trying to visualize how, when this pro-
gram goes into place, it is related to State welfare, the whole State
welfare infrastructure.

Does it just take over people who otherwise would be receiving——

Secretary MarsHAaLL, L'o. it does not. Our definition of “eligibility”
?rmnilips' with ¢! ildren so that you wonld not have to be on wel-

re. in other words, to qualify for this program. The reason for
“that is that we believe it is, first. diffienlt to administer such a pro-
gram, But, second, we think it i« important to try to prevent people
from getting on welfare, We think there are equity problems in fim-
iting eligibility to welfare recipients,

What we have attempted to do ix design o program for all low-
inceme families with children, that would make i possible to prevent
people from getting on welfare as well as reinoving people frou
welfare, ) L

Senator Neisox. 1f a welfare recipient has been placed in-subsi-
dized publi mployment or private employment and. if continued
welfare payi. at ‘s necessary, does the State continue to pay that?

Ms, Arrkn. [t depends upon the arrangement that TIEW arrives
at as to whether the cost assistance benefit is administered by the
State or Federal (iovernment. Whoever was administering it the job
participant wowd simply veport their job wages on a report form to
the cash assistance office as thex would report income from any other
source. They would not be subjeet to ary additional repoiting

The cash assistance side uf‘
agency, whether federalized of run by the State,

wenator Newson., Do 1 understand from your testimony and the
question asked by Senator Williams that you will he attempting to
nse the current established infrasteueture that is already ont  bere,
inclnding CETA and ineluding private nonprofit groups and orge-
nizations?

Secretary “Mamrsnari, Yes,

Senator Nersox. We had testimeny on Plumphrey-Hawkins from
people representing the Chuysler Institute in Detroit. which does
cortract now with CETA and others From the tastimony it would
appear to be running @ very wellstruetured, well-designed program
that follows through .3 to training programs ov finding a job And

<
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if the mitinl placement doe~ not work out getting that employee
back nnd starting over again,

I assume yon would continue to utilize these suecessful tested pro-
grams that are already there without setting up something neces.
sarily competitive,

Seevetury Manstias, Yes: that s vight, We do intend to use in-
stitutions like that,

In fact, that is wodel progeam that ean be used for onr program,

Nenator Javirs, Would von yield tome for L minnte?

Senator Nersos, Gladly,

senator Javirs, Tn the fiest place, I with vou on the ~Cateh-22."
"T'his has got to be o lower wage proposition aud humped into programs
with mininnnn wage as it ereeps up, rather than with those, inclnding
those in the House that propose this should be a going wage thing,
which Teannot see, We are buttvessed in this vegard by Arthur Burns'
view, -

I would like to have one reconciliation, Perhaps vou would wish
to do it in \\‘l‘ilill,‘,{.

Some vears ago, a study was made by Seeretary Califano at the
White House that a very small percentage of the poor were able to
work, 1 think it was down to as low as 3 pereent. Your estimtes
are mneh higher, T think this needs to be reconciled, T do not know
if vou have compared the two, but T think they need to be reconeilesd.
A written answer i= fine with me,

Seeretary Manstiari, We have done that, Senator Javits,

M=o Awees, 1 think that there are major differences in the basis
for the two estimates, . N

First off. the early <t udy included all the aged and disabled. They
are not the *wget of thiy program. They constituted a large portion
of the peoapie elassified as not able to wark.

Second, that <tudv counted all the children as individuals, as if
they lived separately. You could look at anv family of four, and
say @osh, T pereent of che members are unable to work. 1f you look
at the alnlts, vou will find a great number of them not only ean bt
do work, The relevant statistie is not how many of the poor, taken
as individuals, ean work, but how many live o families with an
cmplovable member who conld potentinlly support the other family
members,

senmator Jawvers, What is the universe vou arve reaching?

M- Anees. Eight million poor and wear poor families with
chddron,

Senantor Javers, What i that wnverse of potential workers?

M-, Arres, We estimate that there ave about 7 million potential
adult workers i poor or near poor families, with elaidvens not qi-
abled. Tn the conrse of a vear, abont 2.5 million of them would be
available for work and ot otherwise employed at ~omething better
than the jobs being offered by this program,

Senator Javees, Your progeam, a- of 1981 woenkl apply to this
whole nniverse? ' )

Seeretary Maistiann, Adult< i, low jneome families with children,

Mo Arese Maay of them bove jobs already. They would be ve.
ceving ensh assistance, '

~
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Senator Javits. | agree with you about the near poor. I think that
is critical,

Thank yon so much, Senator Nelson,

Nenator NELson, Surely,

Addressing vourself to the working poor, did 1T understand from
your testimony that Seeretary Califano will deal with the specifies
of that tomorrow ¢ ¢

Necretary Marsuarn, Yes, sir,

Senator NersoN, Then 1 will not ask the question now,

You mentioned there would be a division between those on publie
employment and those on subsidized private employment, and that
those:on public employment—am 1 corvect-- wonld recetve 12 peveent
more than the poverty level?

Secretary .\ll.\usu.\l,l,. Yes, sir. They would receive at least that
amount even in the States with the lowest welfare henefits,

-Senator Nerson, Private employment, 20 percent above the poverty
level? ’ )

Secretary Marsiarn, Right, .

Senator Nerson, Will you use a national poverty level? There is
a difference hetween the poverty level in the raral South some place

and New York. _ o
~Seerotary Mamsitart, That partien'  estimate did use the ra-
tional poverty level, In 37 States whe ¢ expeet supplementation,

the income would actually be higher than that,

One of the problems that we have in ti,ing to deal wii'. the geo-
graphic differentintions in the cost of living, is that we simply db
not have any good measure of those difierentiations, Curcent wel-
fare benefit levels provide a rongh proxy of such differences, That
is,the 37 States where you expeet supplementation of hoth cush
assistaree and wages will be higher wage. higher covt of Viving
places. .

Senator Nerson. That is what T was teving to get clear,

When we had TLR. | in the Finance Committee, one of the grent
reservations I had about it was thev had a national poverty level
which then was aroand $£1000 or something for a family of four.
Actually, the costs of living ir New York were at least twice what
they were in rural Mississippi. And to treat them just the same did
not make any sense at all. Does this bill address that questioné Does
it address it by supplements paid by the State or how ¢

Secretary Marsiant, Both by aliowing supplementation of hoth
cash assistence and. within Himits, wages and by <having in the cost
of the cash supplements,

Senator NersoN. You do use a national standurd statistie for
povertv? N

NSecretary Magstiazs., Our assveption s the national standard
forms a minimum base, Statis with higher costs of living can sup-
plement abave that. ar” ve assiume that rveal cost of living differ-
entiations ure necouat  .or probably better by those supplementa-
tion levels than by . ability we have to measure geographie
differences in the cost «i living,

Senator Nerson. Then do vou not ereate ronghly the same prob.
lem that HLR. 1 had in that the proposal is much more beneficial

!81’



180

to low cost areas than it is to high cost ar-as{ And areas like New

- York, where the cost of living is very high and their budget is in

worse shape than most anyway, are disadvantaged by the formulat
- Secretary MarsnaLL. People in New York would get more income
under this system. .

Senator Ne1sox. Whbd pays the additional?

Secretary MamrsnarL. The Federal government shares in the cash
assistance supplementation, unlike H.R. 1.

Sena r NewsoN. What is the shate in supplementation?

Ms. Arrex. There are two features worth noting. One, in order to
prevent & windfall to law psyment States, all States must ?ay 10
percent of the Federal minimum cash assistance benefit. That feature
was put in to minimize the effect you noticed. The F~deral Govern-
ment pays 75 percent.of the cost of the next $300 of supplementa-
tion, and 25 percent of amounts above that. The effect of what is
essentially a8 matching formula is to provide fiscal relief to high

ayment States, and reduce the amount of fiscal relief to low payment

States, as compared to the H.R. 1 approach. Tae plaa specifically
addresses that concern in that fashion, - i

In addition, there are a variety of hold-harmless

Senator Nr1soN, The States huve to pay, 10 percent— T

Ms. ALrex. Of the first $4,200. .

Senator Nr1sox [continuing]. Of the next $500, 75 percent is paid
by the Federal Government? : -

Ms.-ArreN. Right,

Senator Newson, Can they stop at the poverty level, have no sup-
plementation at all?

Ms. Arcev. They conld, although since the matching formula is
more favorable thnn that which they currently face, we do not
anticipate that they would. They will Fave less incentive to do so
than under current law.

Senator Netso . I have not seen how this would work, but I am
raising the question that will shortly be raised by others. A good
many States, including my own, get a whole lot less back in any
Federal assistance: very frequently we rank 50th, and we are a
highly taxed State. 1 and many others are not likely to be enthu-
sinstic about a program that keeps us No. 50 and gives hetter bene-
fits to States that do not levy taxes adequately enough to take care
of their own problems. .

- If the formula comes out that wav, I would be reluctant to support
it. Lots of States are sick and tired of taxing their own people
heavily and assuming their own responsibilities, and then paving
taxes to support States that do not, I want a good hard look at that,
as will many others, <

Ms. Arrex. T am sure that tomorrow Secretary Califano will have
numbers of the State by State .mpact.

senator Nersos, If vou come out with a pattern in which a lot
of States, who now receive all kinds of Federal moneys under vari-
rs formulas, paid for by other States. » - are likely to run into a
whole lot of trouble, T would be one to help create the trouble.

B | features to assure_ '
at least minimum amounts of fiscal relief to all States.
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-« T am tired of the formulas that kick the daylighte out of the

States that levy high taxes for services in the State, and then are_
taxed to provide additional support to States that do not do it.
_ Secretary MarsHaLL. Secretary Califano will ycovide the details
in his testinony on the cash assistance program. It is a good bit less
nonfavorable than HLR. 1 was in that regard because of the Federal
sharing in supplementation. '

Senator Nerson. There is a program that T have been personally
interested in for many, many years, since 1963, which involves
pcverty., That is the Mainstream program, which employs the
elderly in a program which, in the 13 years we have had it, has had
broad base sx.pgort wherever it is in place as a work opportunity for
people who otherwise would be on welfare without some of this

- money, or who are at the welfare level.

Does this program encomipass any aspect of the working elderly
pror—-- : .o

Secretary Marsmarr, Wéll, if they had—

Senator Nerson |continuing]. Or only families with dependent
children?

Secretary Marsuarr. If they were in such families, they would

. be eligible. It would not disturb the elderly Americans program.

The C.1amrmaN, I am glad you raised that question. This program

. only applies to where there are children in the family?

retary MarsuaLL. That is right. '

The CHaRMAN. This whole other area of the single person, elderly,
handicapped, these are all—their job needs are to be met with other
programs?

Secretary MarsHaLL. This is a separate and distinct .itle to CETA.

The Cramman. We will huve to come back to this.

Senator Hayakawa, plea: ¢,

Senator Hayakawa. Thank you, Mr. Chairman

.'Good morning, Mr. Secretary.

Secretary Marsuavr. Good morning, Senator.
+.Senator Havagawa. I do want to ask a question or two.

You say on page 8, “It is desirable to keep the program wage
relatively low and to supplement these earnings by cash assistance
benefits” because you do not want to disrupt local economies,

By low wages in this case, this means less than minimum wage.
.does itnot ? . . . ©

Secretary Marsmarr, It means at least the mininvum wage,

Senator Havakawa. Where does the cash assistance come from#

Secretary Marsuarr. From HEW,

Senator Hayakawa. That is what Secretary Califano will de-
scribe tomorrow ¢

Secretary MarsmaLL. Yes, :

One other thing, +he earned income tax credit would be the other
component of income supplementation for working poor families.

Senator Harakawa. Thost getting jobs in the private sector will
be better rewarded with cash assistance or cash supplements than
those who are in public'v funded training programs?

Secretary MarsiaLL, ‘vhe rewards wonl(s be hi -her because of the
carned income tax credits. Thev will be eligible for the egrned in-
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eome tax credit in addition to the eash supplement. We will also
try to have a more intensive job search program to try to find jobs
for them in the private sector.

Senator Harakawa. What 1s the difference between subsidized
employment and the employee to whom yon give a cash supplement!

Does the subsidy go to the employer? :

Secretary MrsHALL. No; in all cases the subsidy goes to the em-
ployee. The wn.ker in the.private sector job gets the earned income
tax crdit, :

Senator Havagawa. That ‘s called unsubsidized employment$

Secretary Marsuarr. The difference is it will not be a public job.
Tt will be a private sector job, or it could he a regular public sector
job, but not one of tle jobs we create specially for this purpose.

What we mean by a subsidized ‘job is a public service job creatcd
as part of this program. The unsubsidized job would be a job in the
regular economy.

Senator Havarawa. That exists independently?

Se cretury MarsuaLL, Yes, .

- Senator Havyakawa. But they are both, in a sense, subsidized ?

Secretary Marsuarl. The worker-is subsidized in both cases, yes.

Incentive is provided to the worker to take a job.

Senator Havakawa. Because he will get a larger—— -

Secretary ‘Marsuart, If he does not work, he will not get the
earned income tax credit.

Senator Havaxawa. This subsidy comes both from the State and
Federal Governments? . .

. Secretary Marsuani. The earned income tax credit comes from
the Federal Government through the tax system.

Senator ITavakawa. “The subsidized jobs which are created will

"—this is on page 13—“in nseful public services which ave not
normally performed by vegular public or private sector workers.”

T v as curious as to what yon mean by that. Cite some examples

.

for me. :

Secretary MarstarLL. Legpme give you an example of the program
we mentioned in Wilson, N.C'., that T visited.

What this program did was to take former AFDC recipients, give
them 2 weeks training in home health care and place them in the
homes of the dependent elderly, elderly people with health problems.
That was their main job. The workers were mainly young women
who had been on AFDC.

They went into the homes of the elderly poor who had medical
problems, health problems of one kind or anothei. They did not
have a lot of training. obviously, in heaith care. But they could take
care of those people, caok, keep house and they had enongh health
care training t~ know what to do if there were some serious problem,

What we tound in that program is that many of those voung
peaple who ot into that program acquired interest in the health
field, Some are going on to be nurses or medieal technicians and
studying after work hours in community colleges near there. That
was encouraged as part of the program.

That was a job that would not have been done withon. the pro-
gram. Those elderly people would have been institutionalized if tney
had not had that home health cara. That was a part of the job, you

%\
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might say, of the regular welfare worker, but only a part. The CETA |

program made it possible for the welfare professionals to concen-
trate on other more skilled or specialized tasks, ‘In other words, it
aided and added to the work of the welfare caseworkers rather than
replacing them,

Senator Havakawa, These are the indigent elderly?

- Secretary MarsuarL, Yes, sir. »

Senator Havaxawa. Most of these then can be deseribed as public
sewvices not normally—mostly personal services?

Secretary Magrsniars Mostly. Some of them can be in things like
wuatherizing the homes of poor people, which we have several pro-
grams that are doing that now.

What we have tried to encourage is that the workers be used to
,accomplish & number of objectives. In the weatherization program
‘we are helping with the energy program as well as improving voor

people’s incomes, _

Senator Hayarawa. Are there union problems?

5 S(l!cretary MarsuaLt. They tend to get worked out at the local
evel, ‘ o

Senafor Havyakawa. Thank you very muach, Mr. Scvretary.,

The (‘mamrman. Mr. Secpetary. I certainly appreciate the sim-
plicity of using the minimum wage standard as a means of con-
trolling the size of the subsidized work force. I am concerned about
the defect in two respects. People working side by side may be paid
significantly different wages; the potential for undermining existing
wage structures in State and local governments, ronprofit organi-
zations providing the job opportunities. :

I wonder if you could comment on these dilemmas I seet

Secretary Marsuars. T think this should never happen. People
do{gﬁ the same work shoulld-stways be paid the same.

at happens, of course. j.eople do work side by side and get
paid different wages, but they are not doing the same work. In the
case in Wilson, N,(\., it would be hard to classify those formerly on
AFDC as professional caseworkers. They were doing a part 6f what
might, in the ordinary definit.on, be classified as that job. But T do
not think anybody would contemplate that the CIETA workers, the
former welfare recipients, those workers should be paid the same
amount as the professional case workers, '

That is the reason, the jobs ought to be selected so thev will be
jobs that are not ordinarily performed in their entirety by regular
workers—Dby creating new services you do not displace any workers
who are in the regular payroll now. And by decsigning new jobs yvon

are paying a wage that is the wage for that kind of work in thate-~

community. It may be lower than the wage received by most regular
public service emplovees, but higher paid employees would not be
doing exclusivelyv that kind of work.

The Cuamman. There is a listing of the areas in one of the docu-
ments that I have here. There are 16 areas that are described. All
of them are currently receiving some attention. People are working
in recreation, for example.

In these situations. I do not guite ‘understand lLiow there would
be—we will use the word “patroling™ to insure against the problems
‘hat T first mentioned.

L]
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_ Secretary Marssatt. One way to do it, you can have a separate
job category. You might have, in the case that I mentioned, these
pedple being aides to regular public em loyees. You could have -

another situation, which we encourage, where all of the people in

the CETA jobs were working for a lagal non wofit corporation. In
fact, we encourage that because it minimizes su titution. '

In the other cases, they could be aides to the regular public em-
ployees. :

Like playground attendants, you would not expect a low wa
playground attendant to have the same pay a8 the person with the
collége degree in recreation. In some sense, you cou d say they are
engaged in the same work, like any helper is engaged in the same
work as a craftsman. You would not expect the apprentice to be

id the same wage as the craftsman in that occupation.

That is, I think, a velatively simple problem in occubational strue-" -
turing that would not be difficult to deal with, Tt would be difficult—:
you would expect trouble—if you took peop'e who were profes-
sionals, trained in these occupations, and put them to work at these.
wages. I do not think that is likely to happen. I do not think you.
are likely to get professionals to go to work ' for these wages.

Let me also emphasize that we tried to build flexibility into the
wage structure because it is not exclusively minimum wage jobs. All
but 11 States will be allowed to supplement the wages up to,10 per-
cent. In addition 15 percent of the people would be allowed to re-
ceive additional 25-percent wage supplements. , ¢

~We will also provide training in the jobs. That can make up a
sizable component of the job.

While I think that it is a matter that we ought to be concerned
about, T do not really think it is insurmountable to the implementa-
tion of an effective program, just as it has not been under the current
CETA program. We already have many places with people working

* in similar jobs, and in the way we are curvently structuring the

°

CETA program, we have less and less displacement and substitution
of regular public employees. One of the ways we have found to do-
that. is to keep the public service employment wag relatively low.
Tf you do not have a ceiling on wages, there is a strong tendency for
strong units of Government to use these cmployees as substitutes for

. regular Public employees,

The Criatrsray. That has been -a problem in CETA.

Secretary MarssaLL. In the past. it has been,

The Crairmax. Have you been able to. throngh enforcement,
reach and reduce this?

Secretary MarsuarnL, Yes,

In the stimulus buildup, we did several things to rednce substitu-
tion, like encouraging the project approach. limiting wages, and de-
fining the eligibility standards for people.

The independent study that Richard Nathan made at Brooki};gs
indicated that the substitgtion rate on the stimulus portion of CETA:
that we put into operaticn last year was 8 percent. That is velatively
low. We believe the provisions that we have in the CETA reanthori-
zetion will reduce that even more. :

C 86
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The Cuamxax. Two things to fociis this approach shd compare
it with what the House is developing. First. on the equal pay. That
is & principle they are working with. ° )

. Secreta:iy Marsuari. I have no trouble with that principle. A
good bit depends on what people mean by “prevailing .wage.” Pre-
vailing wage is not the going wage. It does not mean the average
wage, The prevailing wage 1s simply the wage that is paid for a
particular kind of work in u particular avea.

‘We do not see any incompatability with that coneept—and equal
pay for equal work what we propose here..We think a progiam that
imerfered with the” principle of equal pay for equal work would be

: very bad, and we would oppose it. _ _
., The Cuamman. You do not use those descriptive phrases at gll
here in your statement. ' '

Secretary MarsuaLr. We did do it when I testified on the Houso
bill. It would be casy for me to elaborate and spell out precisely
how that would work. i

The Cuaryax. I think perhaps we should have a supplement to
this statement to show how that is not in confliet-with what vou have

. said today. .

Secretary Mansmart., I will do that,”

[The information follows:] K

s
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MINIMUM WAGES, PREVAILING WAGES, AND PBJT WAGES

It is important to under’tcﬁp'thé vifferences and
gimilarities of the minimum Qage rate ig 1978 and 1981,
prevailing ;age ratos; and the administration'’s welfare
reform wage rates.- '

The minimum wage rate in 1978 is $2.65 per hour. 1In
1981 ‘the minimum wage will be $3.35. ,rhis is an annual
incr;aé. of 8.2 percent. In addition it is important to
note that the 1978 minimum wage was 15.2 percent higher |

than the 1977 minimum as a result of the new miﬁimum wage

-
v

law. . . . .

Since prevailing wage is defined a; that wage paid for -
a specific type of employmeat in a particular‘brea.,PYGVGil‘.
ing wages will vary. o ‘ ‘

Wages paid under the Administration's welfare reform
proposal will algo' vary. Elever states will pay $3,35, the
1981 minimum wage. Thirty-seven states are expected to pay
10 perxcent above the minimum wage. The remaining two states
are cxpected to bay a wage that is somewhere in between,
in addition 15 percent of the job slots in all states aré
reserved for work leaders and they will be paid wages 25 per-
cent higher than other workers. ' )

Thus the average wage paid in this program will be $3.72
an hour. However, in the 37 states that will supplement .
 wages by ten percent, the average wage will be 53482 an
h&ur. Putting this in perspective, a wage of $3.82 an hour’

in 1981 is compat&ble to a 1978 wage of $3.21.
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It.is the Seézetary of Labor's-ststed.intentién'to
fcreate welfafe refoxm jobs for which the prevailing wage is
at or. near the welfare reform wage (average of $§3. 72 per
;our)r “The current stimulus buildup contains many types of
projects for which the welfare reform wage and the prevailing

wage are 1n the same range.

. Further, in many local comnunities subsidized jobs uill
be created in new areag of production or gervice for which
no prevailing wage has been established, "Existing joh'type;
may ‘aiso be regtrtcturéd'so that some of their component

activities can be parforrcd by less gkilled workers. In order

to botter serve the taryet populatio;, the welfare rgform.iobs
- will, in tt> main, be in reiatively labor intensive activities
requiring large numbers of labor skilled workers. These
‘ features should minimize the instances wherein welfare

~ .reform jobs undercut wages in similar unsubsidized pmploymont.

-In those cases where ‘a welfare reform job pays less
than"an existing position in tlLe private sector, enough

f trainipg can be built into the subsidized slot to justify
) paynent of “apprenticeship® wages, This will orcor most

frequently in local areas experiencing a sho}tage of skilled

labor in particular occupayions. \
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’ We fully expect CETA sponsors to coneult extensively
° wit% the appropfiate employee unions before special public -
jobe are created and to take their views into accouat. This
will help to assure that jobs are not created which displace.
or Pdversely affect regular employment. . t
Finally, no one would be required to take a‘job in the
private gector at a wage lower than that normally paxd for ™

that type of ‘work. No one's cash assistance will be reduced

if they refuse such a j~b. s

Pffect of increasi;g__pe groposed welfare reform wage ' {

) rates. An increase in the wages in the jobs component will ~\
', trigger a rapid increasc in the custs and administrative .

burden.of the progiam. Ovr analysis indfcates that if the
wages'were‘raisad. the number of applicants for these jobs
A would increase at d {ate greaser than kﬁc increase in the
wq@cs. For example,'a 10 percent incré‘se in wages is
predicted to increase the demand for jobs by 14 percent,
The total cost of the program would increase by an even
Jteater percentage since the number of jobs required would
" rise and the cgqg}ber job would also go up. A 10 percent.
dncrease i;-eagcs weuld increase program costs (in 1978

!
'dollars) by 25 pcicent or $2.2 billion,

.
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The goal of this program is to provide work opportunities
for adults in families with children who cannot find full-time
_work at an adequate wage. This program is not designed to
serve full-time workers in low-wage jobs who might prefer a
subgsidized job if the wages were raised. If you increase
the number of people applying forrthese jobs, you run the
risk of not being able to serve those people most in need of
this program including women and mincrities.
. As previously mentioned, welfare reform jobs will pay.
prevailing wages. whéte the total weekly compensation is .
below that normally-received by workers in a given type of
‘Job it will be because, workers will be receiving training
as‘uell as work experience. The greatest social stigma is
in not being able to find employment of any kind. We believe
the President‘'s proposal by assuring that at least one job
' per family will be dvailable to parents will enable them to
become self~sppporting. will raise self-esteem and will pro-

vide them an opportunity to prepare for higher level jobs.

The weliare reform jobs program will provide new worﬁ
opportunities for hunareds of thousands of workers who '
otherwise would be unemployed, working sporadically, or
paid belo's the minimum wave. A- average welfare reform

. wage of $3,72 an hour_in 1981 would be higher- when adjusted

&) ¢ ,
EN’C‘LT!‘. haTrety ’ ‘) 1
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for inflation and the historical rate of wage growth--than

the wages currently earned by the principal worker in 2

million families with children. These are the pecople this

program is designed to serve.

3
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‘The CuairMaxy. The expectations of support. in getting a job isstated
differently in your statement than as is statog‘3 in the House ap-
proach. Do they not state their approach toward the job gnarantee .
principle differently ¢ . : :

Secretary MarsuaLL. They have kind of an open-ended funding
arrangement, which is different from what we proposed. ‘We have
tried to estimate as accurately as possible the number of iobs we
think would be required. We also propose that we test that out
between now and 1981 to see if our estimate is accurate, and if the
14 million would be sufficient. We think it will be; Whether or not
it will be depends on a lot'of things, the assumption that we make
about the overall level of unemployment. for example.

That is the reason we propose in the CETA reautﬁorization to trig-
ger the regular CETA program, This program could get swamped
if we had unemployment of 8 percent, say, by 1981. If we do not
take account of those factors, then the estimates we make will not be
accurate.

We also believe we can refine the estimate and get a better .deter-
mination of whether the program will work as we have outlined it
and planned it through pilot projects. We have also tried to learn
as much as we could from: the CETA stimulus program.

As you know, we have a lot of projects that are very similar to
those contemplated, a lot of participants in CETA program now
are similar to the expected participants in the welfare reform pro-

am. We have studied these eflorts, had cesearch projects and

emonstration projects to try to learn as much as we can already.

We think we will learn mcre from the welfare reform demon-
stration project we propose in ur 1979 budget. and that by the time
we get ready for the full-scal- implementation of this project, we
will have the answers to almost all questions that remain.

We do not have any doubt about onr ability to mount the pro-
gram. The questions we have relate to how the program onght to be
administered and how yon implement, for example, the rolationshif)
between the public service programs and the privat sector. We will
get answers to those questions,

How many jobs we need in publie service depends heavily on our
ability to improve the linkages between public programs and private
programs.

The Cirairsan. What is the administration’s expectation and hope
for legislation to get underway with your demonstration¢ How broad
does the legislation have to be?

Socretary MarsuaLt. We just need to pass the CETA veanthoriza-
tion bill. ‘

The Cuamrsmay. That is all? Nothing more is needed?

Necretarv Marsirann. Right.

The Crairaay. That seems to take pressure oflf this legislation.

Secretary Marssarrn, Well, it would not take pressuve off because
the assumptions that we make——-

The Ciramrman, Not ultimately, bat for now pressure to pass this
legi<lation is redunced as you are expecting the demonstration to tell
vou more directed toward the perfection of this program,

Secretary Marsnart, In order to meet our overall employment
targets, the 1983 Humphrev-Tlawkins target of 4 percent unemploy-
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ment, we need to start now to build up toward that objective, . We
need not only the 1979 demonstration projects, but we also need
to move into 1980 with the first installments of the welfare reform
jobs and enlarging the basic CETA program. We have built into
our evtimates of our employment objectives and welfare reform ob-
~ -jectives the assumptions that this legislation would pass in sufficient
time to allow us to bul'd up iw an orderly fashion to 1.4 million
jobs by 1982,

The Cuarytan, When ? :

Secretary Marsuarr. We hope for action on the bill this session,
to allow us time to plan for the required build-up.

The CuairMay, Senator Nelson,

Senator NersoN, With respect to public employment, I am trying
to get the formula clear in my mind.

he Federal Government will pay to any municipality or unit of
government, State or otherwise, thgt hires one of the eligible em-
ployees 90 percent of that salary up*o $4.200, is that correct?

Ms. Antey. That is the cash assistance side of things, The Fed-
eral Government will pay 90 percent of the first $200 of cash
ussistance, )

Senator Nersox, All right,

What is the job side picture?

Secretary Marsmart. The Federal Giovernment will pay one hun-
dred percent of the base wage which is the Federal minimum wage.
We do that now under CETA so there is no difference,

Nenator Nersos, All the public employment jobs will be 100-
percent federally-funded at the minimum wage?

Secretary MaRrsHaALL. Yes; cash assistance supplementation is what
the Federal (Government will share in,

Ms. AnieN. There are the cash and wage sides of things, On the
wage side. we have a hasic Federal wage, fully federally-funded.
which is the Federal minimum wage. It would be about $7.000 a
vear in 1981,

If a State is supplementing the cash assistance benefit, a State
must also supplement the wage in order to maintain some balance
between the two, But States are not allowed to supplement the wage
by more than 10 percent even if they are supplementing the cash
assistance by more than that.

Secretary’ Marsiart. We do not want to create a disineentive to
work. If you are going to give supplementation to those just getting
cash assistance, vou have to- supplement the wages by that amount
in order to keep that principle of always being able to make more
from working tSum not working,

Senator Newsox, Let me take an example o somcone—a family
with dependents cligible under the program, receiving welfare pay-

. ments now, no cmployment. So the State is paying the welfare—
with Federal moneys partially,

Now: the eligible member of the family gets a job with the State.

Ms Auvren. A subsidized CETA job?

Senator Nersox. A public employment job, All right.

What is the picture from then on? The job has to pay at least the
minimum wage. You start with that,




'4

9

| 163

Ms. Avrex. Let's take the case of a State that is not mg)plementing
cash assistance or wages, one of the 11 Southern States. Suppose that .
the family had be veceiving just one basic $4,200 cash assistance
supplement, the m..... jum under welfare reform a family of four
would get. Of that $4,200, the State would have been )i)laying 10
percent and the Federal Goveri ment 80 percent. Now, they go to
work in the subsidized job.

In this case, it would be.only a mini-uum wage job. They go to
work, and they receive the minimum wage which, in 1978 dollars,
would be about 85,500 a y ear. The Federal.Government would be pay-
ing all of that. However, the family would still be eligible for somne
cash assistance supplement, because that benefit would be reduced
by only 50 percent of the éarnings that the person had. You would
thus reduce the cash assistance benefit by half of the $5,500 of earn-
ings, and they would end up with a cash assistance benefit of $1.450.
That would be paid to them by the welfare agency in addition to
the wages they were earning in the subsidized job, just as‘if they

_went to work in the regular economy.

Again the Federal Government is paying 90 percent and the State
is paying 10 percent of the cash assistance benefit while the Feds
would be paying 100 percent of the wage.

Tna sug)plementing stage, take a State that has a cyrrent welfare
benefit of about $6,000. The family in this case would have been
getting $6,000 when they were not working. There would have been
a matching formula for that, with the Federal Government paying

90 percent of the first $4260, 75 percent of the next 500 and 25 per-

c%nt of the remainder. The State would have been paying the rest
of it.

If a family member takes a subsidized job they would get the basic
Federal minimum wage plus the State wonld supplement that wage
by 10 percent. The total wage would be $6.000. In this case their
cash assistance supplement would. thus be reduced by 70 percent of
their wages, just as if they had been earning that amount in the
regular economy. :

Thus, they would still be getting some residual cash assistance
supplement, mostly paid for by the Federal Government. Their wage
would be, again, 90 percent paid by the Federal Government. with
one 10-percent supplement being 'paul by the State.

There are also hold-harmless formulas. A State is held harmless
for extra expenses incurred for having to pay wage supplemonts.

Senator NErsoN. What is the inducement for the State to par-
ticipate ¢

Ms. Ariex. In the cash or in the job, or both?

Senator Nersox, State pafticipation. what is the inducement—
how strong is the inducement ?

Ms. Arien. On the cash assistance side, almost every State will

" have a stronger inducement than they do now to participate. That

may not be the case in low payment southern States.

Senator Nerson. Will every State that participates end up with
a reduced welfare financial responsibility?

Ms. Antes. Yes, Nenator. At the very minimum. the State is guar-
anteed a savings of 10 percent as against enrrent expenditures in a

HES IR



¢ 194

whole set of categories of items. I would rather not try to list what
they are because it is a rather complex list. I would rather have
HEW answer that question. But, yes. they are guaranteed at least &
minimum amount of fiscal relief.

Secretary MarsuaLL. Incentive to participate in the fjobs program
is added to that. That is, if you move people from welfare into jobs,
you reduce the welfare burden substantially by that process. It is
all paid for by the Federal Government, excegt the suplplement. If
you move into a public service job, it is paid for, at least at the
minimum wage, by the Federal Government. ‘You get, in addition
whatever services these people perform. You get more fiscal relie
through a i})bs program than any other way.

Senator Newsox. A think it would be helpful to have some actual
cases, and I would like to see them from actual States, New York,
Mississippi, Wisconsin, what have you. I would like to see a samgling
of States that have varying programs in terms of amounts pai
welfare, and have some case histories to run through in order to see
what actually happens in each case and what its impact is on each
State in terms of its own expenditures, _

If we have the staff work up some questions on those, would you
" submit to us a sample case history for cach of those! :
Secretary Marsuawni. Yes, siv, we can do that,

[The information follows:]
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Program For Better Jobs and Income:
Illustrative Benefit Levels

8ingle Parent Pamilies With Children Under 17

The national basic benefit paid td a four person family
.with no other income will be $4200 in 1978. The basic
benefit will be reduced by fifty cents for each dollar
of earned income in states which do not supplement, by
tifty~-two cents for each dollar of earned income in
states that supplement up to $4700, and by no more than
seventy cents for each dollar of earned income in states
that supplement above $4700. Child care deductions, as
incurred, will be allowed up to a maximum of $150 per
month for each of two children. The Earned Income Tax
Credit (BITC) will be modified to yield to fmilies with
children at 10 percent credit on earnings up to $4000 and
a S percent credit on earnings between $4000 and the
Pederal income tax-entry point.t

‘\
. '{4‘

Table 1 illustrates the benefits to be paid at various
+ earnings levels and supplementation levels. Benefit
“7anounts can be computed according to the folowing
foramulag:

Benefit = Cash Assistance ¢°BITC

Cash Assistance = Guarantee - (Benefit Reduction Rate)
{Countable Earnings)

Guarantee = National Basic Benefit+State Supplement

National Basic Benefit = $4200 ) .
State Supplement = 0 with no supplementation
= $500 with modest supplementation
= $2240 with supplementation of
higher tier to the poverty
level
Benefit Reduction °*
Rate = ,50 with no suplementation
' .52 with modest supplementation
= ,70 with supplementation of
. higher tier to the poverty
level

* ThHe E17C will not apply to earnings from the special public job.




Countable Barnings = Barnings - Child Care Deduction
BITC = .10 x (earnings up to $4000)
+ .05 x (earnings above $4000)

Por example, the benefit paid to a familg with a public job
(paying $5512) and child care expenses ($3600 per year) and
in a state providing a modest supplement ($500). will be:

Benefit = (4200+500)~-.52 (5512 - 3600) = $3705.76.

Table 2 shows the income that would be received by employed,
single parent families of different sizes with a child under
7. Assuming that each family claims the maximum child care
deduction, most family sizes would be placed well above the
poverty level through full time work in either a regular job
or a subsidized public job. A mother with 6 children in a
subsidized pyblic job would be just above the poverty level,

but a minimum wage reqular job would place the family about
$600 over the poverty line.

4
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Tadle 2

Illustrative Annual Benefit

Levels Relative to Poverty Lines

Single Parent, Child under 7,
Maximum-child care Deduction,

No State Supplements
{1978 dollars)

Pamily Size :u“:ﬁg%::‘: ”ggg" Poverty
Total Income Total Income } |
2 pereons 6,656 7,132 4,088
3 persons 8,156 8,632 s,008
4 persons 8,756 . 9,232 6,440
S persons 9,356 9,832 7,567
6 persons 9,956 10,432 8,513
7 persons 10,556 11,032 10,481

by
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Single Pateng rmnu wWith Chndren Between 7-~13

The benefit structure to: these famllies is the same as
gor families with younger children except .that if a .
bonafide pffer of a job during school hours is refused.
the basic benefit will be reduced to $2300.

«sag PFrent Families with Children and Single Parent Families
ose’ foungest Child 38 14 or Llder

The basic benefit for such zamilies waill be $2300 annually
tor a four person unit. Benefits will be reducec after

the tirst $3800 of earnings by fifty cents for each dollar.
In states that supplement, the reduction rate will be no
more than fifty-two percent, and the earnings disregard

will vary. There will be no allowance for child care
expenses. The EITC will again apply to earnings from regular

' work and not to sarnings from the special publlc job.

Table 3 illustrates the benefits to be paid at various
earnings levels and supplementation levels. Benefit
amounts can be computed according to the following formulas:

Benefit = Cash Assistance+EI™
Cash Assistance = Guarantee - (Benefit Reduction Ratelx
{Countable Earnings)
Guarantee = National Basic Benefit+State Supplement
National Basic Benefit = $2300
State Supplement = $0 with no supplementation
= $275 with modest supplementation
= $27% with supplementation of
the higher tier to the
s poverty level

Countable Farnings = sarninqa - Barnings Disregazg
Earnings bLisregard = $3600 with no supplementation
© = $4233 with modest supplementation
= $4333 with supplementation of the
higher tier to the poverty
level )

BITC = .10 (earnings up to $4000)
+ .05 (earnings above $4000) ,

2v]
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Por example, the benefit paid to a family with a public
job in a state providing a modest supplement ($2/5) will be:

Ponefit = (23004278)-,52(S512 - 4233) = $1909.92.

. ‘!M!.B 3 -
ILLUSTRATIVE ANNUAL BENEPIT LEVELS:
Two Parent Pamilie®-With Children
. . and Single Parent Pamilies Whose
Youngest Child is 14 or Older

(Four person family)
A .(1978 gollars)’
¢ L -
X Tployment No_State Supplements “Modest State Sugglomntation
€ Status and nefits Total Income Benetilts tal Income
Barnings A . 2
B Y
¥o job
$0 4300 2300 2578 2575
Public Job ' .
. L. $8812 1444 6956 . 1910 7422
Pri‘ato Job A .
$5512 1940 74 238% s 7898
nd Private Job ) ¥ s ‘
$8000 800 8800 1216 9216
. * ., State Supplementation to ‘the Poverty Level
No Job ' '
® $0 : 2575 . 2878 .
- P b0 1533 7686 '
- . eihd8ie ob ; '
) $60623 2126 8189 :
\rlvato Job
38000 . 1216 9216
a Benefits are composed of Cash Asa_ugance payments and
. the EITC for private sector employment, .
'b‘ States are required to supplement public job wages in
the same proportion, up to 10 percent, that they
supplement the baplc cash grant for the higher tier
above $4700.
] . . ) .
- N
- - . \'
‘ "
' Y
\ {
S
H
e "-- ’
. ) " *
\ . coe 2 Y
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Table ¢ shows the lncome position of families of different
.iras in speciai public jops and reguiar employment. Por

ail but the largest of families. regular economy work at the
minimun wage will always generate income greater than the
poverty level. Employment in subs 4ized public jobs will
proviae total income at or above t.¢ poverty line for all .
families containing fewer than 6 persons. :

T Zuble 4
Illustrative Annual Benefit Lavels
Relative to the Poverty Line:
Two Parent Pamilies With Children
and 8ingle Parent Families Whcse

L Youngest Child is 14 or older:
4 . ¥o State Supplements
(1978 dollars)

Panily Size m::gisgg "?oll;“ Poverty
P— __Total Income Total Income. Line
2 persons 3786 : 6232 4085
+ 3 persons 6356 5832 5605
4 persons 6936 7432 ‘6440
S persons 7556 8032 7567
6 persons 8156 8632 8513
7. persons 8736 9232 10451

243
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TABLE 1

<d ILLUSTRATIVE ANNUAL BENEFIT LEVELS:
° 8ingle ltarent four Person family,
Child Under 7
(1978 dollars)

E"‘P:W"""‘ No State Supplements Modest State Swplemntation
g::n::g:m To chi ldcare deduction T Maximam childcare deduction childcare deduction o ldcare deduction &
“Beneflts b Total Incce | Benefits b|jotal Tnoome Benefits b[Total tnome | Tenefits [ Total Tnoam
N Job
$0 4200 4200 - - 4700 4700 - -
Publiz Job
$551° 1444 6956 3244 8756 1910 . M2 « 3706 9218
Private Job
$5512 1920 7432 3720 9232 2386 7898 4182 9694
ET1C) (476) €47¢) (476) (476)
M Private Jab
$8000 800 8800 2600 10600 1216 9216 3012 11012
(EITC) (600) (600) (600) {6C0)
State Suplomtation to the Povarty level
No Job
$0 6440 6440 - -
Rblic Jab
$6063 2196 8259 48%6 10919
Private Jab
$606) 2699 8762 $359 11422
(EI'TC) (303) (503)
Private Job
§000 1440 9440 3960 11960
(EITC) {600) (600) ’

"G The maxImm chiikcave deduction 18 5150 per wnth for chila W to a maxmm of two children.
b Benefits are composed of cash assistance payments and the EITC tor private sector employment.
¢ States are required to Lagplement public job wages i1, t!nmgzgggrdm. up to 10 peroent. that

Q they mpplement the basic cash grant fox the higher tier above
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Illustrative Scenarios

Scenacio §1

Lamil _Status at Time of Piling

A single parent family -~ a mother with a child
between the ages of 7 and 13.

Bptcliment Actions

The ind.vadual applies for cash assistance at the local
welfare (cash assistance) office. She is found eligible.
8he is informed that as ghe is not incapacitated or disabled,
she will be expected to seek and accept, a part-time job
while her child is in school. She is told that she will
continue receiving benefits on the high track as jong as she
complies with the job search requirements. If no unsubsidized
pactt-time job (otr, if she prefers, full-time job) can be
found, after a five week periud of intensive job search, she may
be placed in a subsidized part-time (or, if desirted full-time)
work or training position. 1If no subsidized or unsub;idized
part-time position can he found, she stays on the full benefit
" payment gchedule.

The woman ig instructed to register with the local
employment aid .caining (E4T) office to begin the five week
job gearch plan which will be developed for her. The
sother promptly cegisters with the E&T office which, in
turn, notifies the welfare office that she has complied with

the registration requitement. At the time of registration,

200
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an assessment is made of the woman's job readiness,
and her need, if any, for labor market orientation, job

seeking, skills, training, etc.

Assuning the woman is job ready, a S week job search
plan is develoned. The plan combines E&T office referrals
to appkopriate job openings with an agreed upon number of
employer contacts which the client is to initiate. If the
woman successfully obtains a private gector part-time job,
she informs the E4T office she has accepted the job. The
B&T office notifies the welfare office that employment has
been obtained and, if poss‘ble. the wage or salary level at
which she was employed. _

The woman begins her job, reporting her income to the
welfare office on the monthly income and earnings statement.
Any adjustments in her cash assistance payment are mdﬁe to
‘teflect het earnings. She has nr further contact with the
£6T dgency, unless her cictcumetances change--loss of jobd,

child reaches age of 14, etc.

If the Individual Is “ot Job Readv

Lacks recent job experience, job skills--after the five
week waiting period she could be enrolled in an SPJ training
program or placed in a subsidized part-time job in a project

designed 'to utilize unskilled workers. In either event, the
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842 agency notifies the welfare agency that this individual
will he involvéd in training or subsidized part-time employment.
The client cepocts the resulting change in income to the

welfare agency $0 that her cash assistance is adjusted
accordii gly.

Typical Status Chanqges _

1. The only child becomes 14 years of age.

The welfare agency moves the family to the lower tier
benefit and notifies the E4T agency that the mother can now
be requicred o cc?k and accept full-time employment. The mother
sust register with the E4T agency and undergo a five to eight week

. peciod of intensive jod search. After five weeks she may be
placed in a subsidized job. 1f no Placenent has been made after
eight weeks, the family may *flip up.® 1If *flip up® occurs,
tli individual will continue to be subject to the job search
& tequicement.

2. The woman has another child.

She notifies the welface agency of her change of status.
She is removed from the required to work category and het
cash assistance payment 1s adjusted. No involvement of the
B&T agenty.

o ) <~y ¢
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3. The voman loses her job.

Ser change in status would be reflected on her wonthly
ltaco-o statessnt to the welfare agency. u‘l(a:o would refer
the woman to the B&T agency for a job search stint if required and
her benefits would be adjusted accordingly.

4. The woman maccries an employed man.

The family's income and aussets would determine cash
assistance eligibility. A determination would be made as
to the primacy eacner and pacticipation under the Pacents
title would be based on this determination.

S, The woman seeks and obtains a full-time job--either
in the ptivate sector or in the subsidized pudblic sector.

I2 the refercal is made by the E4T agency, it informs
welface of the Placement. Her increased earnings would be
teported on her monthly income statement 8O that cash assis-

tance benefits will be adjusted accordingly.

- .

ion
An unemployed single pacent may not be eligible for cash
assistance because he/she possesses excessive income and
sasets. Nevertheless he/she is seexing a job. The individual
wou'd undoubtedly apply to the B4T aguncy for UL benefits, if
eligible and be cefercred to the ES for job refercal and Placement

Q o 22 WA 3
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setvices. The individual would be entitled to the normal
cange of labor market services. Depending on ones economic
and deuog:aphic statys he/she could‘be referred to a non-welfare
xo:.:od.traininq. PSE, or work experience opportunity under
Titles I or Il of CETA or to a State funded non-profit
sponsored employment and training program. However, sinée
the person qualifies as a principal or sole varner in a family
with children, he/she is also eligible for a subsidized job
placement afcter the five week job search period has been
satisified. T "

The above individual could reqisterlwich the cash
assistance agency but would not be eligitle for benefits
unless his or her income and assets were reduced to the

prescribed eligibility level.

.?:/,‘)
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Scenacio §2

w0 Pacent Famil Read of Household as Sole Wage Earner

1.

R in Pamily of & Loses Job 1in Private sSector

ppplication Stages
~if the individual's income and credits are sufficiently

lov the family may be receiving cash assistance benefits.

~assuming receipt of supplemental benefits to his low
wages, when the individual loses the }Job there would be
an incentive to report the change of income to the HEW

cagh assistance agency for an adjustment in his benefits.

~the individual may also apply for UI. If UI benefits are
received the individual would teport such receipt on theirc
monthly report to the cash assistance aéency. The

cash assistance agency applies the apptdptiate d%steqatd
and tax rate to UI benefits to determine the level of

cash assistance to be paid, if any.

20
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-poth the Ul and cash assistance agencies inférm the indi-
vidual of the opportunity to apply to the E&T agency for a
special public job.

Whether or not the individual is eliqiblc'and applies -
for cash assistance: ., -
=depending on the level of Ul benefits there may or may

not be an economic incentive for the individual to apply
for a séecial puylic job. Presuming Ul benefits near ot

in excess of the'equivalent of the minimum wage the
individuals yould likely defer applying for the special job

xntil close to the end of the UI eligibiiity period.

.. - Beagwhile, UI suitable work criteria * .4 apply.

2.

‘wgometime during the UI benétit period or after its

- expiration, the individual would start the clock

ticking on eligibility for a special public job and

begin the minimum wage oriented job search period.

Chandes

~at the end of 5 weeks, if unsubsidized employment at the
sinimum wage was not obtained. the individual would be
eligible for a special public job. -
~assuming a wage rate below the break even point for cash

agsistance, the family that might not have been eligible

-
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for cash assistance ducing the period of ceceipt of Ul
" benefits could once again be eligible for a cash supple-
sent to its low wages.

-moving to a private sector Job with an inccease in wages

' e

would necessitate informing the cash asgsistance agency

of income changes. This would be primacily an individual
sesponsidbility. However, if the job were obtained theough
the instrumentdlity of the E4T ‘agency it would inéotn the
cash assistance agency.of the placement.l/ The ;nctcased
income crepocrted by the recipient would result in a
teduction of cash assistance.

=tha switch to an unsubsidized job would entitle

the individual ‘o the BITC, making it advantageous for the
individual to rep tt inconme.

=an inctease in the number of children in the family would
not substantially change the events previously desceribed
other than to increase somewhat the level of cash assistance
ot possibly make a 1 tqer family eligible to: combinea
Ul and cash assistance,

4/ Mote that the E4T notification cannot serve as the basis for
cash assistance benefit adjustment as there is no vav fof the
. BT agency to know i1f and when unsubsidized vage rayments
are actrally received or their exact amount.

-
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~ghanges in family earnings by reason of a spouse or other
tamily members 9oing to work would ;ttoce the level of ot
olieibi}ity tor cash assistance: they would not
initially affect eligibility for the special public
job. * It is conceivable therefore.'that significant
increases iﬁ family earnings might occur say for
example, from part time work without eliminating the
designated primary earner from eligibility for a
public jo;. §>

Vacjation )
-A tamily might be ineligible for cash assistance, ¢.9., ,
because of excessive assets, but the head of household might

still be in need of B4T services and desirous of availing

-

himself of a spectal public job. ‘The same job search period
would apply in such cases. There would be no need for inter-
gace with the cash assistance ageacy unless or until the
tanmily bec;no eligible for cash assistance. When and if
that occurrred the individual would simply coatinue in tﬁo "
work track with all the responsibilities of an expected

to work, cash assistance fecipient.

213
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gcenacio §3

gingle Parent with Young childcen under ? Who Volunteets
or Mock Track v

1. - Application Stages
=individual -applies at the cash assistance office for
benetits and aither is ocr is not found eligible. 1In either
event, the pecrson should be infgrmed of the availability ot
special public job oppoctunities. .

=it eligible for cash assistance the family is placed on
the uppec tcack and eaciings ate taxed at 50 percent, if the
State does not supplement and up to 70V if the State does *

supplement casi assistance.
[

~voluniteecs would be referred to the E&T agoncy for initial
employability assessment.

~as & non-mandatory she may withdraw from the program at

any time without prejudice to her cash assistance eligibility.

2. Z2ypical Changes
=any changes in income from earnings would have to be
teported by the individual on the monthly cepoct form;
the B4sT agency would also periodically provide the cash
assistance agency with summacy infocrmation concecning
subsidized eacrnings.
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«the chanqe'in age of the youngest child reaching 7 would
change the parent's status to mandatory with requirements
described elsewhere affecting single parents with children
between 7 and 13. :

=the bitt§ of anotﬁ,t child would not alter the parent's
legal status.
, )
-marriage would alter the family status and possibly raise
determination issues regarding who the principal wage
earner was if both adults had worked full time or one

wortked more hours or at greater pay than the other.

205
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Scenacio #4

Lampily Status at Time of Filing

gingle indi idual or childless couple--eligible for
cash assistance.

~

Application Steps

Al ainqlcf and a member of a childless couple must
tegister with the E4T agency as a condition of eligibj.ity
foc éash assis;ance benefits. The E&T agency info:ﬁf the
welfare agency that tge registration tequitemént has been met
80 that anefits can begin to be paid.

thoezsr agen&y makes itgs initial asgsessment refer~
ting the individual to mainstream training opportunities
(non-welfare reform) if the individual lacks marketable skills
and training slots are available. Otherwise, a job search
plan is developed. The plan combines E4T agency referrals
with scheduled employer ca{ls'to be initiated by the individual.
Bvery effort would be made by CETA Prime sponsors to arrange
mainstream training or work ..erience opportunity after a
peciod of continuous job gearch. .

The cash assistance office continues to make regulat
cash payments until it receives a notice on the monthly'

income report form that the individual has income above

-
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the budget levels. If an individual has falled to cacry out
the prescribed: job search plan the E&T office will notify

the cash assistance agency of such failure.

fypical Status Change

1. A single individual marries, notifies the welfare agency

of status change. If there are no children in the house-~
hold, the fami;y is treated as a childless couple. If
there are children, ihey ate treated as a family with
children as described above. .

3. The childless couple has a child. ©¥ne n?mbet becomes

eligible for subsidized job and othet"patent“ benefits.
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Senator Netsos, I have to leave, Mr, Chairman,
Those are all the questions T have,
The Cratraay. Senator Kennedy is engaged over at the Judiciary
tommittee, e has a statement that will be included in the record
at this point, :
[Senator Kennedy's prepared statement follows:]

PREPARED STATEMENT OF SENATOR KENNEDY

Senator Kexxeny, Mr, Chairman, 1 am glad to see the opening of
hearings on welfare reform, and welcome onr first witness, the distin-
sruished Seeretary of Labor, F, Ray Marshalt,

Onr welfare system needs to be reformed.

We cannot abide a system which allows for pitifully low supports
to go to parents and children because they reside in one State rather
than another,

We cannot abide a system which disconrages States which want to
bring famtlies up to the poverty line, but which get insuflicient Federal
matching grants, - :

We eannot abide a system which gives incentives ta families to break
up in order tomaximize their assistance, '

We cannot abide a system which is made up of so many categories,
with so many criterin, that it at once frustrates all recipients, leads to
inequitable and inconsistent payments, and makes it difficuit to deter-
mine if there have been overpayments or underpayments,

We cannot abide a system which disconrages work through ineredi-
bly high taxes on the earned incume of thoee who also get publie
assistance,

We cannot abide a system which perpetuates itself by making very
limited efforts at dealing with the problems of the stincturally nnem-
ploved.

The better jobs and income program -goes a long way to meeting
the problems which inhere in our enrrent systery, It helps create the
incentives and gonls whieh a welfare system ought to have, The pro-
gram is before this Committee for review and I welcome the oppor-
tunity to explore its ramifications, _

1 am pleased that the proposal establishes a floor for payments for
those w‘m enrrently receive aid for dependent chillren and food
stamps, Feder:! AFDC payments vary by a factor of 4 from the
lownst to the highest States, But the need does not.,

I wn coneerned that the proposal does not do enough to relieve the
great burden on those States which try to be decent to the poor who
cannot find jobs, But, it moves in the right direction, and this is an
important recogmition of the needs which must be met in this respect.
My own Commonvenlth of Massachusetts will save about one-third of
its expenditures for AFDC if the program isadopted.

The program takes away much of the incentive for families to split
up. and it implifies the system in a way which should lead to ‘oss
frnstration and fewer disparvities in the treatment of people who are
equally needy,

These are important changes in the cash assistance side of the wel-
fare question. But, Mr. Chairman, since Seeretary Marshall is before

i, I'd iike to concentrate taday on the relation to the jobs proposal,
e

2, 3
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The proposal is cognizant of the need to reduce the implicit tax .
which exists on earned income—which tax stems from losses in cash
and other assistance as earned income goes up. I am intervested in the
elasticity of demand for jobs at various tax rates but it is certain that
the rates must come down.

I must note that it leaves in place one of the big disincentives
to earning more money that exists in the whole welfare systeni—the
fact that only the poor are eligible for medieaid benefits, T would hope
that we all recognize that the disincentives so ereated, and the financial
burden on the States which is left becanse of medicaid costs, are very
important social drawbacks and e¢an only be mgt through a National
Health Security system,

The proposal is also cognizant of the need to combat the problems
of unemployment by providing jobs to those who are capable of work-
ing. The proposal oalls for (loub]ling the public service job slots. T her-
ald the experience, the training and the services performed through
an expansion of job opportunities.

My current questions about the jobs part of the welfare proposal
are:

(A) Will there be enough jobs for those who want them

It may be diflicult to create 1.4 million public service jobs by 1981—
and even more may have to be created if the unemployment rate does
not 1all te 515 pereent,

If there are too many people who are “expected to work™ for the
namber of jobs availabie, what should we do? Should we cut back on
eligibility—for instance, by not allowing jobs to be held by those who
are not expected to work but who wish to do sot Or,are we prepared to
increase the number of publie service jobs which we will keep available ¢
In general, how is the number of jobs created made sensitive to the need
for thase jolw!¢

(B) What kind of jobs will there be? Will they prepare people to
niove to non-PSE positions { :

What kinds of jobs will be given to the people who are expected to
work ¢ Will they contain a healthy training component or will they
concentrate on work experience? Will “work experience provide the
kind of':p}“\'hivh allow people to obtain and keep a job outside of the
PSE arefia { This is a vital concern, beeause the training components of
a PSE program affects the effectiveness with which we combat strue-
tural unemployment. It affects the number of people who ean move
throngh PSE jobs, and therefore the number o} jobs that we need to
create. Will the types of skills learned in these jobs prove attractive to
employers: or are the skills taughts being matched with the supply of
teachers rather than the demand of employers—put more bluntlv, does
the private sector and the regular civil serviee need 75,000 more library
and museum aides? Or, will people get little training and then bounce
back and forth between public service employment and marginal non-

e o PSE jobs ¢ Will people k)o able to leave these jobs at all or will they
~tack up in them? What are the ramifications of people remaining in
these jobx if that should ocenr?

(C') What are the advantages and disadvantages respectively of pay-
ing publie service employees the minimum wage ora wevailing wage!

Some have contended that the PSE workers should receive the pre-
vailing wage in the avea for the type of job which they hold. What
would be the etfeet on the cost of the jobs program if the prevailing

219
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Cowagee were paid- if, for instance, we saw the need for 14 million jobs

distributed among the curvently envisioned job eategories? How would
paying the prevailing wage affect the low of people through the PSE
program--that is the willingness of people to look for other employ-
ment ¢ What effects wonld paying higher wages have on the composi-
tion of the work force—-would women and minorvities get squeezed out ?

On the other hand. will differential wage seales eveate animosity be-
tween regular employee and PSE employee, which in turn could hurt
the effectiveness of on the job training, Will the paying prevailing
wages affect the rate of substitution between PSE and non-PSE civil
servants ¢

(D) Who should elignble for publie serviee employment ¢

‘The administration plan is to provide one job per family: and to
limit the eligible families to those which are couples with childven.
Should we limit the category of those who get fivst priority on job in
thix way ¢ Will we affect the ability of families to hold together if we
huve a one job per family rule £ And is it wise to exelude single people
and couples without children from this program—an »r all, it 1s this
group which tends to be younger and which, perhaps, has an even
greater need for training and work experience, If we were to open the
program up to any person who wants a job, what effect would this
change.have on the demand for jobs, at varions unemployment rates!?

Mr, Chairman, these are all terribly vital questions whieh g to the
heart of the proposed welfare reform, ‘The bill we have in front of us
is a good bill, It makes great strides in the direction of providing the
jobs that people need. We must all pursue the ways in which we ean
best mateh the resources at our command to conquering the unemploy-
inent which is such an important component of our welfare problem.

I hope that the investigation which we are lnunching today will help
us meet this task, :

The Charyvas, There will be other questions that we would like
to submit xo we will keep this record open for a snitable period of
time to present them, :

Secretary Marsnann, Fine,

The Cuamyas, Thank vou,

Serretary Marstiarn., Thank vou,

[The material referred to follows:]

220
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QUESTIONS SUBMITTED TO SECRETARY MARGHALL BY THE COMMITTEE

QUESTION: Will There Be Enough Jobs for Those Who Want Them?

It may be difficult to create 1.4 million public
service jobs by 198l--and even more may have to
be created if the unemployment rate does not fall
to five and a half percent,
If there are too many people who are “expected to
work® for the number of jobs available, what should
we do? Should we cut back on eligibility--for
instance, by not allowing jobs to be held by those
who are not expected to work but who wish to do so?
Or, are we prepared to increase the number of public
service jobs which we will keep available? {n gen~-
eral, how is the numbor of jobs created made sensi-
tive to the need for those jobs?
A. The Program fQr Better Jobs and Income already limits
eligibility to the principal earner in families with children.
{See eligibility question.) A strenuous effort has been made
to estimate the number of jobs which must be created to assure
that there is one job for each'applicant who' would seek employ-
ment in the program. Two independently developed computer
models were employed and both_estimated a requirement for
approximately 1.4 million jobs at a 5.6 percent pre-program
unemployment rate.

The welfave tefbtm demonstration project will test the
accuracy of our estimates. If these pilot programs suggest
tha: demand for jobs has been underestimated, the Congress
will have time to decide whether to innrease allotments for
the program or to introduce additional methods of rationing

program benefits.
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Even if the unemployment rate in 1981 is as high as
8.5 percent, a major recession, only 300,000 additional
jobs would be required, a number well within our capacity

" to create. The reason for this is somewhat complex as it
requires distinguishing among the various types of unemploy-
mert problems which public policy must address and the gorts
of solutions which are appropriate to each. .

The first type of unemployment to which thé welfare
reform proyram is primarily addressed is the long-term prob-
lem of structural unemployment among demographic” groups
suffering from various impediments to full labor market
participation.

It is important to note that the demand for low-wage
subsidized jobs arising from structural unemployment .of this
type is relatively insensitive to the general level of
economic activity. Indeed, the models used to estimate the
demand for these jobs indicate that for every one percentage
point increase in unemployment, only 100,000 additional jobs
would be required. By the same token it is important to
note that a well structured program of job creation, targeted
3bon the most difficult to employ, is essential to insure
that tolerable levels of aggregate unemployment can be reached

without stimulating intolerable rates of inflation.




Two other types of unemployment must also be addressed.
One is the persistent problem of high levels of unemploymenﬁ
in specific geographic locations, particularly aging urban
centers.and reyote rural areas. The other is, of course,
the countercyclical unemployment associated with downturns in
aggregate economic conditions.

. It is neither feasible nor desirable to attempt to
address these divergent though overlappitng problems in a
single program. .Houever, we are curtentiy undertaking a
review of overall employment and training strategy to assure
that both targeted and general employment programs are suf-
ficient to meet all exigencies in a coordinated fashion. The
AMdministration is currently developing an overall urban and
rural regional policy to address the problem of: persistent
geographic imbalances in job opportunities and income and, cf
course, we are constanily reassessing the macroeconomic
policies which must be our mauin vehicle for assuring an
adequate level of jobs and incomes in the aggregate.

On the other side of the demand-supply problem, our
experience with the rapid expansion of the CETA program
indicates that we will be able to create 1.4 million public
service jobs. In fact it is estimated that we may be able

to create as many as 1.7 million jobs.

-
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~- Three years ago, there were just 50,000 public
service jobs under CETA. In 1975, with the onset of the
recession, this figure was increased to the peighborhood
of 300,000 job slots. One portion of President Carter's
Economic Stimulus Package, which passed Congress in May,
was to increase the size of the CETA program to 725,000
job slots. The latest increase in CETA is primarily aimed

at the long-term unemployed and those with:low incomes.

-- The CETA expansion ig occurring at a rapid rate.
‘We have gone {5om 300,0uy jobs in mid-May to 753,163 jobs
in early March. We are now at 104 percent of our togai

goal of 725,000 public service jobs.

-~ Many of the new CETA jobs, particularly the Title VI
project jobs.'ate similar to the type of jobs to be created
under welfare reform. At present, there are more than
300, 000 participants enrolled in 50,000 CETA projects.

Many of these participants are being paid at or near wages

comparable to the 1981 minimum wage.

-~ Despite the rapid ‘increase in the size of the CETA
program, there aie absolutely no indications that we are

running out of useful services that need to be provided.

(V)
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QUESTION: What Kind of Jobs Will There Be: Will The
] Freare 500]2!0 to Eve to_Non-PSE Positions:

]

- What kinds of jobs will be given to the people
who are expected to work? Will they contain a
healthy training component or will they concen-
trate on work experience? Will '\gtk experience
provide the kind of skills which allow people to
obtain and keep a job.outside of the PSE arena?
This is a vital concern, because the training
components of a PSE program affects the attrac-~

- tiveness with which we combat structural unemploy-
ment. It affects the number of people who can
move through PSE jobs, and therefore the number
of jobs that we need to create. Will the types
of skills learned in these jobs prove attractive
to employers: or are the skills taught being
matched with the supply of teachers rather than
the demand of employers--put more bluntiy, does
the private sector and the regular nivil service
need 75,000 more library and museum aides? Or,
will people get little training and then bounce
back and forth between public service employment
and marginal non-PSE jobs? Will people be able
to leave these jobs at all or will ¢ stack up
in them? Wwhat are the ramifications of peorle
remaining in these jobs, if that should occur?

A A complete list of typical welfare reform jobs is attached.

The joﬁ. range from providing home health care services for

the elderly, téachers aides for.handicapped children, and

assistance in weatherizing homes of low-income homeowners.

All j.s8 have been judged to be needed in most local communities.
Mgst job participants will receive on-the~job ‘training,

formal classroom training complementary to their job, or formal

classroom training unrelated to their job. The remainder

will receive job experience. .

. Dy~
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While transition into unsubsidized employment will .
be aggressively pursued, we are frank to admit that for a
géall fraction of the participants, those y;@h severe skill
deficiencies and a desire to work, extended periods of
subsidized employment will be their only alternative to
welfare. However, the majority ;111 he employable in non-
subsidized jobs for three reasons: (1) 44 percent are
already able to find jobs which pay more than these jobs
for at least a portion of the year; (2) participants will .
increase their job skills while in the program; and (3) thLe
program 1nﬁ1udes incentives for obtaining work in the private

sector.
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QUESTION: Who Should be EBligible for Public Service
. !Egongentx . .

The Administr.ation plan is to provide one job
per family; and to limit the eligible families
to those which are couples with children. Should
we limit the category of those who get first
priority on jobs in this way? Will we affect
the ability of families to hold together if we
have a one job per family rule? And is it wise
to exclude single people and couples without
children from this program--after all, it is
this group which tends to be younger and which,
perhaps, has an even greater need .for training
and uorb experience. If we were to open the
program”up to any person who wants a job, what
affect would this change have on the demand for '
jobs, at various unemployment rates?

Y

A. . Restricting eligibility to the principal earner serves
two objectives of the program. One objectiv; is an attempt
€o assure that every family with children has access to at
'lea§£ one employmeént opportugity at an adequate wage. The
principal earner rule enables us to fulfill this objective
by minimizing the n&mbe{ of special public jobs that would
go to multiple earner, families. If the rule were eliminated,
;ndrif jébs were st.ll limited to one per family, program
costs would risc.by a% least $5 billion. 3The reasons for
this additional cost is that many secondary ea.ners in
families with relatively high incomes would apply for the
jobs. - _ . . )
Oge way out of this bind would appear to be an 1ncom§
test for job eligibility. However, this is undesirable for

many reasons. It is administratively cumbersome; it may
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discouragé needy families from participating; and, most
1mportan£§y, an income test used in a job program is
inevitably unfair. Income limits can create serious equity
problems among people who both need and want to work. For
example, a widow with three children receives $5000 in
pension income. With an iﬂ;ome limit of $5000 this woman
would not be eligible for the job program and her cash
assistance payment would be 11;1ted to $200 because of the
80 percent benefit reduction rate on unearned income. Total
income for this family would thus be 35200: Another widow
andrher family, however,.does not have a pension. Conse-
Juently she uould be eligible for a §§500 subsidized job
and $1450 in cash assistance payments for a total income ¢¢
$6950. By virtue of the fact that a pension was provided
to the fir-at family, the income limit has made the family
substantially worse off than the latter family. This would
be highly unfair.

‘ Another tamily with $5001 in earnings from one parent
would not be eligible for the job program. However, a
similar family with $4999 in earnings from one parent could
also obtain a $5500 subsidized job for the spouse, thus
»leapfrogging® this family substantially above the income

position of the former.
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An income test is also easily circumvented since
families can readily adjust their incomes to fall on the
*right" gide of the notch. The result is an unanticipated
increase in demand for the program which in turn means that
many of the most needy will not be served. ’

The principal earner rule is intended to avoid such
*"notch” problems in order to make the program as equitable
and, yet, as efficiently aimed at its target population as
possible. The reason why the principal earner rule is an
effective targeting device is clear. If the principal
wage earner in a.tamily waits to take a minimum wage pubfic
service job, that family's total income is undoubtedly low
because otharwise there wduld be no incentive to take the
.job. v ' '

While the one job per family rule dogs\not itse)f promote
family stabiljty, the overall impact of this program is
expected to hive a stabilizing effect on families for two
reasons. It /[would reduce involuntary unembloyment‘and under~
employment afiong family breadwinners and it would increase
their short and long term earnings. Both.these components

,:togetﬁet 8 .uld considerably improve family stability by

providing tHe assurance of an above poverty line income.
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While extending job eligibility to singles and childless

couples may ultimately be desirable, there are major reasons

! for restricting eligibility initially. BExtending eligibility
would severely strafn budgetary resources and administrataive '
capabilities. Costs of the job component would rise by at
least 220 percent to over $28 billion. 1Instead of 1.4 million
jobs, CETA prime sponsors would be required to create at
least 4.5 million jobs. .

. All people subject to the work requirement, including
those without children, are eligible for job search ae+igt-
ance. Childless people may also-be eligible for publ .
service employment under the other CETA titles, the Olde{
Americans and Green Thumb programs, and the $1 billion Youth
Employment Program launched this October. )

For these reasons the Administration has limited eligibility
to the principal wage earner. Expansion of eligibility should
-occur only after car€ful evaluation of the success of the

Mministration's program. .
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QUESTION: What are the Advantages and Disadvantages
Respectively of Pavying Public Service Employees
the Minimum Wage or a Prevailing Wage:

Some have contended ‘that the PSE workers should
receive the prevailing waqe in the area for the
type of jobs program if t prevailing wage were
paid--if, for instance, we saw the need for
1.4 million jobs distributed among the currertly
envisioned job categories? How would paying the
prevailing wage affect the flow of people through
the PSE program--that is, the willingness of
people to look for ucher employment? What effects
would paying high.r wages have on the composition
. of the workforce--would women and minorities get
squeezed out? :

_on the other hand, will differential wage scales
create animosity botween regular employees and
PSE employees, which in turn could hurt the
&tfectiveness of on the job training. Will the
paying prevailing wages affect the rate of
substitution between PSE and non-PSE civil
servants? .
A. It is important to undcrstand the differences and
similarities of the minimum wage rate in 1978 and 1981,
prevailing wage rates, and the administration's welfare
reform wage rates. .
The minimum wage raie in 1978 is $2.65 per hour. 1In
1981 the minimum wage will be $3.35. This is an annual
increase of 8.2 percent. In addition it is important to
note that the 1978 minimum wage was 15.2 percent higher
cvhan the 1977 minimum as a result of the new minimum wage
law.
Since prevailing wage is defined as that wage paid for
a specific type of employﬁent in a particular area, prevail-

ing wages will vary.
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Wages paid under tﬁe Administration's welfare reform
proposal will also vary. Eleven states will pay $3.35, the
1981 minimum wage. Thirty-seven states are expected to pay
10 percent above the minimuﬁ wage. The remaining two states
are expected to pay a wage that is somewhere in between.

In addition 15 percent of the job slots ie all states are
regerved for work leaders and they will be paid wages 25 per-
cent higher than other workers.

Thus the average wage paid in this.proq;am will be $3.72
an ﬁourg However, in the 37 states that will supplement
waqes by ten percent, the average wage will be $3.82 an
hour. Putting this in perspective, a waje of $3.82 an hour
in 1981 is comparable to a 1978 wage of $3.21,

It is the Secretary of Labcr's stated intention to
create welfare reform jobs for which the prevailing wage is
at or near the welfare reform wace (average of $3.72 per
hour). The current stunulus buildup contains many types of
projects for which the welfare reform wage and the prevailing
wage are in the same range.

Further, i{n .iany local communities subsidized jobs will
be created in new areas of production or service for which
n> prevailing wage has been established. Existing job types
may also be restructured so that some of their component
activities can be performed by less skilled workers. In order
to better serve the target population, the welfare reform jobs
will, in the main, “e in relatively labor intensive aciivities

requiring large numbers cf labor skilled workers. These

(1

A d

T



’ 231

-3-

features should minimize the instances wherein welfare
reform jobs undercut wages in similar unsubsidized employ-
ment. ‘

In those cases where a welfare reform job pays less
than an existing position in the private sector, enough
training can be built into the subsidized slot to justify
payment of “apprenticeship® wages. This will occur most
frequently in iocal areas experiencing a shortage of gkilled
labor in particular occupations.

We fully expect CETA sponsors to consult extensively
.with the appropriate employre unions before speciil pubiic
jobs are created and to take their views into account. This
will hei; to assure that jobs are not created which displace
or adversely affect regular e&éloyment.

*inally, no one would be required to take a jgp in -the
privute sector at a wage lower Lhan that normally paid for
" that type of work. No one's cash assistance will be reduced
if they refuse such a job.

Effect of increasing the proposed welfare reform wage

rates. An increase in the wages in the jobs component will
trigyger a rapid increase in the costs and administrative
burden of t! program. Our analysis indicates that if the
wages were raised, the number of amplicants for these jobs
would increase at a rat® greater than the increase in the

wages. For example, a 10 percent increace in wages is

(]
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predicted to increase the demand for jobs by 14 percent.
The total cost of the program would increase by an even
greater percentage since the number of jobs required would
rise and the cost per job would also go up. A 10 percent
increase in wages would increase program costs (in 1978
dollars) by 25 percent or $2.2 billion.

The goal of this program is to provide work opportunities
for adults in families with children who cannot find full-time
work at an adequate wage. This program is not designed to
serve full-time workers in low-wage jobs who might prefer a
subsidized job if the wages were raised. 1If you'increase
the number of people applying for these jobs, you run the
risk of not being able to serve those people most in need of
this program including women and minorities.

As previously mentioned, welfare refqrm jobs will pay
prevailing wages. Where the total weekly compensation is
below that normally received by workers in a given type of
job it will be because, workers will be receiving training
al‘well as work experience. The greatest social stigma is
in not being able to find employment of any kind. We believe
the President's proposal by assuring that at least one job
per family will be available to parents will enable them to
become self-supporting, will raise self-esteem and will pro-

vide them an opportunity to prepare for higher level jobs.
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The welfare reform jobs Program will provide new work
’ opportunities for hundreds of thousands of workers who .
otherwise would be unemployed, working sporadically, or
paid below the minimu.m wade. An average welfare reform

wage of $3.72 an hour in 1981 would be higher--when adjusted

for inflation and the historical rate of wage gtowth-ﬁthan

the ’i/cut:entlz earned by the principal worker in 2
__~""million families with children. These are the people this

program ig designed to serve.

The Cuamuax. The hearing is now adjourned.

.

>

[Whereu&o:, at 11:12 a.m., the committee recessed, to reconvene -

Thursday, March 23, 1978.]
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BETTER JOBS AND INCOME ACT, 1978

THURSDAY, MARCH 323, 1078

: U.S. SENATB;
Coxmrrrrr: o HumaN Resources,
Washington, D.C.

The committee met, pursuant to recess, at 9:38 a.m., in room 4232,
Dirksen Senate Office Building, Senator Gaylord Nelson presiding
~ pro tempore. ' S
" Present: Senators Williams (Chairman). Nelson, and Chafee.

Senator Nersoy. Qur witness today is the Secretary of Health,
Education, and Welfare, Mr. Joseph Califano. .

hflfsterday the commiittee received testimony from Secretary Mar-
shall. - .

Secretary Califano, the committee is pleased to have you here
today. You may present your statement however you desire.

STATEMENT OF HON, JOSEPE A. CALIFANO, JR., SECRETARY, DE-
PARTMENT OF HEALTH, EDUCATION, AND WELFARE, ACCOM-
PANIED BY MICHAEL BARTH AND DANIEL MARCUS

Secretary Cararano. Mr. Chairman, if I may, I' will read my state-
ment to open the hearing. '

Mr. Chairman, I welcome this opportunity to discuss with you the
President’s program for better jobs and income—a far-reaching
proposal to provide work opportunities for low.income Americans
and reform the Nation’s welfare system. With the progress that has
already been made in the House and with the assistance of this
committee and the Finance ‘Committee, we can achieve significant
reform—and we can achieve it in this Congress.

Mr. Chairman, you and the members of this committee have long
been leaders in increasing work opportunities and income security
for millions of this Nation's citizens. And the administration is
pleased to work with you on the critical task of restructuring the
. welfare system. ~

Secretary Marshall discussed the job op?ortunities portion of the
President’s program with you yesterday. I shall focus on the cash
assisiance provisions of the bill in my testimony.

But I wish to emphasize one point that is at the core of the Presi-
dent’s program—the jobs and cash assistance components ate closely
related—each is vital to the success of the other. Indeed. the chief
innovation of the President's program is that it proposes a coordi-
nated strategy of cash assistance and jobs to deal effectively with
the problem of poverty for all low-income Americans by simnl-

(235)
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taneously providing ca h assistance and creating renl work oppor-
tunities and work incentives for heads of families.

In discussing welfare reform both with Members of the Congress
and across the Nation, 1 have found that theve is n consensus that
cuts across party lines on the urgent need for reform of our existing
welfare system—or nonsystem, to put it more aceurately.

The present’ system is antiwork, antifamily, and suscoptible to

-error and fraud, It is beset by serious problems that must be reme-

died:

Our existing programs contain work requirements but they lnck
work opportunities to make those requirements meaningful. The no-
tion that able-bodied welfare recipients do not want to work has no
basis in fact. But this perception is widesprend, and it undermines
public confidence in our welfare system. Until we provide real work -
0 .portun}ities for welfare recipients, we will never be able to dispel
this-myth,

The existing programs—aid to families with dependent children,
supplemental security income—for the aged. blind, and disabled—
f‘lx:id stamps—have left irrational gaps in coveruge that must be
closed,. )

Different rules and eligibility standards in the three major Fed. -

eral programs, and in the separately administered State and county
AFDC programs, have led to unnecessary administrative complexity
and to confusion for recipients, officials, and the publie.

There are widé disparities in benefit levels in different parts of
the country—even between nefghboring States—that go far beyond
any conceivable cost-of-living differences.

The existing welfave system centains substantial familv-splitting
incentives, In many States, a family is better off if the father leaves
the home.

The current system—because of its administrative complexity and
the lack of uniform rules—is ur-luly susceptible to fraud, abuse,
and error.,

The current system places unjust and unacceptable fiscal burdens
on State and local governments,

Coming up withyg comprehensive program to solve these bhenefits
is no simple task. Wo want to assure that benefits are adequate, but
also that work incentives are meaningful. We want to raise benefit
levels in the low-benefit States while, at the same time, providing
fiseal relief to the States and loealities that have been shouldering
more than their fair share of the national welface burden.

These are all important goal. that must be pursued in a reform
program. But they must be pursued in a balanced fashion if none
of them i< too slighted or ignored. And they must be pursued within

_the limits of available Federal resources,

In short., there is no such thing as a “perfect™ welfare reform
proposal. But on the basiz of our extensive consultation with State
and local officials, with interest groups. with academic experts, and
with Members of Congress, I am convineed that the President’s pro-
gram represents a balanced and constructive approach, :

No doubt Congress will make changes—indeed. the legislative
process has already proceeded quickly with the outstanding work

Y ) om
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- of the Special House Subcommittee on Welfare ‘Reform. But 1 be-
lieve that in its structure and basic principles, the administration's
proposal sets out the proper agenda for welfare reform. .
As I noted, the. program for better jobs and jncome consists of
“two basic components—a consolidated cash assistance program with
uniform national tules and a work opportunity program under
which up to 1.4 million public service jobs will be created to assure a
work or t,raimng o';:portunit y for every welfare family with children.
The détails of the program are set forth in the attachment to my
statement, which I would like to make part of the record.
Senator NevLsox. It will be printed in full in the record.
[The following was received for the record:)
-

[
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DESCRIPTION OF PROGRAM FOR BETTER JOBS AND INCOME

. F.  Who will be helped.

-

II. aow'they will be helped. .

III. ‘The Roles of the Federal and State ,f/

Governments.

Iv. New Uniform Rules
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f. WHO WILL BE HELPED

' It 18 estimated that 40 million or more people

are at some time during the Year prosenti& eligible for
Aid to Families with Dependent Children, ‘Supplemental

Security Income, and/or Food St;mps. Three guarters of

these eligible-~or 30 million people -~ now receive

benefits from one of these Federal programs.

But under pregsent law many of the poor receive
little or no cash agsistance from the Federal govern-
ment because they do not qualify under the narcow
categocies focr eligibility.

For example, sinqlo individuals and childless
coupies with little or no earnings are only
eligible for food stamps, and are not el‘qib}e for
AFDC. And in many States £a;ilies with children are
ineli¢ le for assistance if the father is present in
the hoaw,

The Administration believes a jobs and cash
assistance .program to help low-income peovle should
reach all needy individuals, not just ihose who fit
into a narcow category.

Thus the Better Jobs and Income orogram provides
assistance in the form of employmen*. and/or cash benefits
gor singles, childless couples and families with children.

At the same time the Administration does not favor
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providing aid to those who are noéiclassitgod as low~
_ income.

Under the Vresident's proposal, 36 million pééple
would be eligible for jobs and cash benefits, four million
fewer than are eligible under present law.

\ 0f those four nillioé no longer eligible for
Y\, cash assistance, some one iillion ace AEDc.tocipionts
”yho now have high incomes--many at twice the pcverty
level==-but who manage to stay on.wolta:e.socausc of
pté;gnt tules. | . ) .
When individuals with incomes substantially above
‘the poverty lino.tocoivo benefits, tho,ctcdibiliiy of
the welfare system is undermined. Cur program, as
explained litot. reforms the rules t> assure that only
;ho needy are eligible to pitticipat& in the program.
while four million fewer people are eligible,
we estimate that 32 million people will actually
receive penctits so;e time during the year from the
basic cash assistance brogram (an increase of two
million over the present system). The reason for
increased participation is that many who are eligible
for food stamps but do not apply for those benefits--

especially the elderly and disabled--will, we believe,

.
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- .
apply for cash assistance. 1In addition, varticipation

will increase because t¥e application process will
. be simpler.
In discussing numbers of participants in the ~
"_ President's proposal, it is important to recognize
that most of the families in the program will be
headed by someone who is working and who is teceiving
' cash supplements to‘wages, not cash assistance alone.
Indeed, under the new system, reliance on welfare
) payments will be sharply teduced because the number
of single-parent family heads who support their
" families primarily through earnings will increase
substantially. ’
In sum, tewef will be eligible for the Program
.,  tor Better Jobs and Income than for AFDC, SSI and
Pood stalpa; but more people will actually pacticivate
in the program, and noct will receive benefits in
the £oru of both jobs and job supplements. And those
eligible vil{‘bognoco uniformly concentratea in the

low=income brackets.
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I1. HOW LOW INCOME PERSONS WILL BE HELPED .o

The Program for Better Jobs and Income is intended
to (1) increase job opvortunities for the low~income
population, and (2) consolidate our major incéme support

programs into one simple and efficient program.

)

In broad outliMe, the proposal would:

.
<

O Attempt to assure up to 1.4 million public
secvice jobs for the primary eacnec in families
with children, which spggld secrve ag mahy as
2.8 milliﬁn-ditietcnp seople on a.tquofa:y .
basis during any yeacr. Ou; emphasis is‘on
providing income through jbbs and wages wherever
possible. .

0 Consolidate the three curcent major income
assistahce programs--Aid to Families with
Dependent Children (AFDC), Supplemental Security -
Incqme (éSI) and Food Stamps--ipto a single

ssystem with simpler, uniform tules which will

/ make the system fairer and significantly less

susceptible to fraud, abuse, an¢ error.,

o Permit families headed by two parents to receive
income suéblements it tre family's earnings
are insufficient to support the family. Lowe

income fathers would no longer have an incentive

)
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to leave gholt wives and children in order to
make'tamflios oligible for cash support.

o Pt?'id. a bagic Federal benefit floor for all
poor persons, which will substantially increase
income support in some StatJS. HBigher benefit
States will be encouraged. to suppleuont.the
basic Pederal minimum to maintain income support
at present levels.

o Provide for a transition period after the
new rules go into effect during which Federal
support will help States maintain benefits to
existing recipients in current programs. During
this per iod, States will be required to maintain
& substantial portion of their present level of

v expenditures in supporting programs for low-
income individuals.

o Expand the current Barned Income Tax Credit
for workers in private sector and regular public
sector ioSs. The credit will supplem 1t the |
fncome of low wage earners and serve as a positlv'

incentive for work effort. In order to ensure

that private employment will pay more than special
3

public employment; those who are working in the
,hew specially-created public sector jobs will not

be eliqible for the expanded Earned Income Tax Credit.

-
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The program will provide agsistance in three

basic ways to low income Amecricans.

Picest, it will provide job oppoctunities for - .
. those #ho need work.
Second, it will provide a work benefit cash -
supplement for those who work buc whose incomes
ace inadeguate to suppoct theicr families.
Thied, it will provide income support for those
unable to wock due to age, physical disability, oc
the need to care for childcen six yeati oc youngect.
A. Those Requiced to Wock ' ) ,
At the outset, we make an impoctant distinction between
those who ace cequired to work and those who ace not.
In making this social.and economic judgment we recog-
nize that many in the *not cejuiced to work™ category
will nonetheless want to--and will in fact--work.
The following categories of persons are tedquiced
to wock under the Better Jobs and Income Program:
The principal wage eacner in a two-pacent family
with childcen, singles and childless couples, and
L. sxngie paren.s with childcen 14 and over,. These ,
petions must work full-time if such wock is available.

<

< ' S




245

Page 7

¢

4

Those in the pnot tequired to work category include

the aged, blind, and disabled and single parents

with childten under a 7.

Single parents with childzen aqo 7 through 13 fall
1nto a lphcial catoqoty. They will be tequired to accept
available patt-timo work which does not interfere with
ca:ing tot child:on. But because they havse young
child:on. thoy will zocoivn benefits at the same level
ag,thono not oxpoc;gd tc work.

‘. We bol!’v?'qnitﬂitt the American people ace
confident thaiﬁt;ooe able to work ate wotking, they
will be.willing to suppert l'tofotmdd system of jobs
and cash assistance for low income citizens. They
do not have thag confidence now--and unditntandably
80.

B. Job Opportunities .

/ The aonttai ;I;aont of oyt btoposal is an
innovative effort to match.low-income pecsors with
available work in the private gector.

It will be the responsibility of State and lccal
officials to assure an unbroken setuence of employment
and training services, including job :oatch{ training
and Qlacé;onc. prime sp~nsors under the Comprehensive
Employment and Training Act (CETA), State employment

A
[
\

\
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service agencies and community-based orqanizations will
play major coles in this oftori. as Sch;tary Marshall
will explain in greater detail later in these hearings.
Our ‘goal i{s stnplo-ntofprovtdo a job for tho"
principal wage earner in ovéry low=income family. In.
. addition to plactnqlpooplo:én private sector jobs,
we estimate that we may nooé to create up to 1.4 million
special public sr=vice jobs to assure employment for .
all principal wage ea-ners in low-income families,

Qur job creation effort will ensure that, in
conjunction with cash assistance. most families with
children ani one parent able to work will have an income
above the poverty line. For example, a family of four
vifl have au income at least 20 percent above the poverty
line if the principal earner has a full-time job in the
private gector o. in a regular public fob at or above
the minimum wage. Tae samr family will have an income
at least 10 percent above the povercty line if tho‘
principal ear r has a special public job. In either
case the acconpltahmeét is significant. Millions of
households will move above the pov,rty line and most
of the income of these families wil} be from work.

| This new jobs piogram for low i.come Americans
is cazefully designed to avoid disruptive effects

in the regular econony:




. Applicants will be required to engage in an
intensive S-week search for regular employment
before becor.ing 9liqible for a public service
job. Thos; working in public service employment
will be required to engage in 'a period of inten-
‘sive gearch for jobs in the private sector every
12 months.

. ' To'encourage pacticipants to seek employment
in the regular economy, the basic wage rate
will be hept at or slightly above the minimum
wage.

. Every effort will be made to emphasize job
activities which lead to the acquisition of
ugeful skills by participants so that they
may ultimately obtain employmént in the reqular
economQ. Training activities will be regular
components of most job placements.

The development of this joh program is clearly

a substantial undertaking reguiring the close coopera-

tion of all levels of government. We are confident

it will succeed.

Thousands of unmet needs for public goods and
services in our country. Througi an imaginative

program ot ob creation we can insure that the goals

o 24y
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of human development and community develooment arce
approached simultaneously. Public setvice jobs
can be created in areas such as puﬁlic safety,
'-teot;;}ional facilities and programs, facilities .
for the handicapped, environmental monitoring, child
" care, waste treatment and recycling, clean-up and
pest and insect control, home services for the
elderly and ill. weatherization of homes and buiidings
and other energy-saving activities, Ebaphers‘ aides
and other paraprofessionals in schools, and school

-

facilities improvements.

C. Benefits for Work

The Better Jobs and Income program will
augment earnings for those who are required to
work but whose incomog acre inadequate to support
theicr families.

This supplement will be provided both through
a work benefit cash supplement and through the
expanded earned income tax credit.

work Benefit

The work benefit will supplement the earnings
) of two parent families, single people, childless
couples and single parents with no children under

fourteen.
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The proposal calls for an eight-week
peciod of job seacrch with maximﬁn cash assistance of
$2,300 (family of féut) for a two pacent family oc
single~parent family whose ‘youngest child is 14 or
" older, followed by an'inctocsed benefit of $4,200

(for a family of four) if no job is available for
an eighteweek period. It thus preserves an incentive
to seek and accept employment and also protects

, - families against program or labor-market failures
over which they haQe no control.

Benefits will be reducea after the first $3,800
of earnings by fifty-cents for each dollar. The pucr-
pose of not counting, that is, disregarding the initial

| $3,800 is to bring immediate and substantial rewards
feom work.

A four-person family ceases to be eligible for
benefits at an income of $8,400.

Single persons would receive "enefits of $1100
which would phase out at $2200 of earnings and child-
less couples wounld receive benefits of $2200 which
would phase out at $4400.

Eacrned Income Tax Credit

The second way in which earnings will be

supplemented is through the expanded eacned income

Q €) -

w-’)()
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tax credit. The expanded BITC will not only enhance
work incentives but will prtovide tax relief for a
fanily of four with income up to $15,650.
. ~-The curcent Eatned Income Tax Credit (EITC)
" is an excellent mechanism to provide tax relief
for the working poor. We propose to expand this
concept to provide benefits to more families, to
provide relief to low and modest 1650&0 working
Jpeople, and to improve work incentives.
Currently, the BITC is a cash credit or
tebate of 10 percent on all oatnid§§ up to $4,000,
for a maximum credit of $400. The credit is Phased
down by $1 for every $10 of earnings on gdjustod
gross income over $4,000, and disappears at $8,000
of adjusted gross income. This structure creates
a work disincentive for families with earnings
between $4,000 wnd §8,000, many of whom will be
teceiving cash assistance under the Adm;aisttation's
proposal.
The proposed EITC will have the following
features: )
. A 10 percent. credit on earnings up to $4,000
per year as under curcrent law. |
. A 5 percent credit on earnings between $4,000

and the point at which a family ceases to be

.
-~
!

{
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eligible for welfare benefits in a state with
with matcning supplements. This level is
$9,100 for a family of £9u:.

. A phase-out.of éhe crelit Leyond the point
at which the family ceases to be eligib'as for
cash assistance. The credit will provide
benefits to a family of four with income up
to $15,65¢.

. Tre credit will be paid regularly by the
Treasury Depattment through the payroll with-
holding system. . |
A pct:istent'and effective incentive for workaers

to take regular unsubsidized public or private employ-

ment, rather than subsidized public service employ-~
mént, will be created by applying the Earned Income

Tax Credit only to earnings from unsubsidized iubs.

Income Support
The income support cash benefit 0. the Better

Jobs and Income program ig available for those not

expected to work; the aged, blind and disabled,

and single parents with children 6 or under. As

noted, single parents with children between 7 and

13 will receive cash assistance on this schedule,

although tﬁey will be expected to wurk if part-time

employment is available.
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' Benefit levels for a tamily of four with no
other income will be $4,200. 1f these people choose
to mork=~and many of them wille-their benefits
"will be reduced by S0 Gents for every dollar earned.
rodet;l b efits would thus phase out at $8,400.
The aged, blind, or disabled individual would
~ receive a Pederal benefit of $2,500 and a couple
would receive $3,750--more than they are now receiving. «
That is higher than the SSI benefit for either group--
about $100 higher for a couple and $120 higher for a
single person. ’ -
An aged, blind, or disabled individual ceases
to be eligible for benefits at $5,000 of earred |
| income, and a couple at $7,300.
The decision to set benefit levels for a non-
aged, blind, or disabled family £ .our at $4,200
was nd: aﬁ easy one. It is clear that it is econom-
ically impossible and undesirable to s-t Federal
benefits at the level of the highest State. On the
ther hand the benefit could not be set 80 low as
: . to cause a hardship on present recipients. .ae benefit
level of $4,200 exceeds the amount of Pederal dollars
going to recipients for AFPDC and food stamps ‘in all .

v but seven States (Alaska, Bawaii, Idaho, South Dakota,

4 i d
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Utah, Vermont and Wisconsin)). And the benefit

<+ level exceeds cthe total amount, State and PFederal,
going~to recipients for AFDC and food stamps in 10
States (Flocida, nissouti..nou}siana. Georgia,
Ackansas, Texas- Alabama, Tennessee, South Carolina,
and Mississippi).

In short, the Pederal government is making a
greater effort to help those in need--and ease the
bucrden on.States, counties and cities--than ever
before. Our rules for State supplementation of the
Fedecal benefit levels allow the States to take into
consideration regional variations in thé cost of
living, and in most instances, we expect the total
assistance provided Iow-inéomo citizens under the
‘combined Federal-State program will be subatantially
hidher than under the Federal program alone.

E. Disctegards and Benefit Reduction Rates

Both the work benefit and the income auppo:;
programs have benefit reduction rates--the rate at
which cash assistance i§ teduced as earnings rise,

A note about them is in order, because they have
¢ tremendop. .mplications for the cost of the progtam,
the size of the caseloads, and the tradeoffs betwensn

the conflict.ing goals of welfare reform.

. o |
EM 2210 11 o I 0 17
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The system of “"benefit reduction rates” is
designed -to address a fundamental problem: "{f cash

benefits are reduced at too steep a rate.as earnings

ré

increase there will be no incentive for vork;

Por example, if the cash benefit is reduced by
$1 -for t#orf $1 earned, there is obv.ously no work
incentive whatsoever.

. i1t the cash grant is reduced 90 cents for every
. $1 earned, thece still may be no incentive, because

\ A
travel costs and other expenses of going to work

will mean there is still little or no real improvomeng'
in the individual's fiqancial condition as the
result of employment,
But, there is also a problem at the othe:~oxtremo{
If the cash benefit is reduced by only 25 cents for
every $1 earned, thgre igs good incentive to §0tk
(income increases by 75 cents, less work~related
expenses for evecy $1 earned) but families will
continue to receive cash assistance at income levels
that seem much too high to many taxpavers.
Accordingly, . benefit reduction rates ranaina
from 50 percent to 70 percent are provided in the
Administration's program--the amount varies deoendina
on the extent ;o which States supplement, on whether

individuals are expected to work and on other features,
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- for the differences. The confusion that too often. ’
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But for those expected to work the rate should not,
under our plan, exceed 352%. This will ensure an
adgqua:o work incentive.
IIr. ZTHE PEDERAL AND STATE. ROLES

Given the proliferation of programs under the
pteaént State~Peder-" wvelfare system, complexity
is unfortunately the rule, not the exception. The
lines ot responsibility between State and PFederal
governments are often blurred. Each State has

different rules and benefits, with little rationale
. S.

chatacterizes the adminiscration of the present
welfare system results in error, wast’ or fraud.
It is costly to the taxpayer and domoan1n§ to the
tecipient. '

The Program for Better Jobs and Income aims
to define State and Federal responsibilities more
clearly and to allocate financial tesponsib. 1ities
in a manner which will alleviate some of the burden
now being borne by State and local qovatnménts.

The Program we propose will increase Pederal
participation but will maintain aan important tole
for the States.

Every State will be assured that it will save

at least ten percent of its current welfare expenses

o tamme,
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in the first year of the program, with the potential

_for increased fiscal relief thereafter. T™hirty-four

)

States will save more.

Bvery Stcate is frae tooaupplenent the basic

benefits, and is eligible for Pederal matching '

. payments for supplements structured to complement

~

and naintain the inccntives of the Pederal progranm.
ror a family of four, with no incouc.tho Pederal
government will pay 75 pércent of the first $500
supplement and 25 po:cent of any additional aupple—
ment up to the poverty-line, so long al seatc prograns
do not.provide for benefit reduction rates on
tequired-to-work families that exceed 52 percent. .
These State supplements will be required to follow
Pederal eligibility ctiteria to help achieve natién:
wido uniformity. )
Aside from such matching supplements, the
States are free to continue to aduinister
non-matching supplomental agsistance programs of
their own using thci: own tulcs~and cligibilty
criteria. Indced.:thcy are erfcouraged to do so
during a transition period for the purg .se of
'g:andtatﬁe:ing' éxisting SSI and AFDC beneficiaries--

that is, continuing payments at current levels to

") . ..
éo 42 ¢
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those existing beneficiaries until their circumstances
change. .

Except for such “"grandfathering” aupplements,
howevof, the States must assure the Federal govern-
ment that their own supplementation orograms will
not result in benefit r.duction rates that exceed .
the maximum peruitied under the.redo:al program to
assuce adequate work incentives (70 percent for
those not expected to work and 52 percent for those
expected to wo:kl.. A State which violates its
assucrance in this regard will be subject to sanc-
tions, appropriate to the violations, including
a reduction in the Federal payments th;Y'VOuld
othe:wiso teceive under the program.

Where States supplement the income supvort
they must also proporticnately supplement And the

public service employment wage, up to a maximum of

. .

ten percent.

During a three-year period the States will
be cequired to maintain a prescribed minimum percen-
tage of their curcent welfare expenditures, in Brder
to ease the transition to the new system fou those
now receiving benefits. In the first year.ot the
new program, each State will be requirea to sbend
at least 90 percent Of its current expenditures

in the AFDC and SSI programs, émerjency assistance

O ’ !) ~
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and general assis{ance or similar {ncome

‘maintenance programs. In the second year of the

program, States will be required to maintain 75

» : percent of cucrent expenditures and in the third

year, 65 percent. The maintenance of effort recuire-’
ments wiil phase out after th ee year§.

At the same time, the Federl goverment wille-
du.ing a transition period lasting five y¢arse-

. protect the Jtates against increased expenditures
resulting from the new program. The Pederal govern-
ment will, in essence, hold the States harmless
for expenditures that exceed the following items:

" the 10 percent State fee, matching supplements up
to current benefit levels, and grandfatherinag supple-
ments for AFDC and SSI beneficiaries.

States will have the option to assist ir the
. administration of the program. They will be able
to operate the crucial intake function secrvine

. applicants so_as to make possible effective cootéina-

tion with social services. The Federal government
will operaL}-the dat? processing system, calculate
benefits, and issue payments,

We recognize that States opting for State

administration of the in+t ke function have very real
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government to the 71eeds of their citizens. For

that reason we are participating in and coonetatin&
with an on-going task force mad: up of tenéesentgtives
of the American Public welfare Association, the
National Governors' Conference, and the National
Association of Counties to identify and review
potent.al Federal-State broblem;. We also recog-
nize that if States choose to convert to full

Federal adminigttation the rights of their employees
must be protected. Our legislation provides

that, consistent with Federal civil service policies,
State employees will have the highest priority

for placement in the new welfare system.

The Federal government will provide $600 million
in bloqk grants to the States to provide for emergency
needs. These grants will assist the States in
responding to sudden and drastic changes in family -
circumstances. In addition, a special $20 million:
fund has been set aside for the Secretary to allothe
to the %tates for amergency need expenditures tot{
special categories of needy families, includinag !
migrant workers. i

The Federal government will provide 30 perren*
above the basic wage tor frinde benefits and admin-

1strative costs of the job pt v am, and will teimbu&pe

28
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the States for 90 percent of the costs of administration
of the work benefit a income support program. As

an incentive to ottici;nt administration by the

States, we will increase up to 110 percent the .
level of reimbursement for administrative expenses

in States whose administrative performance is at

an unusually or e:ccptionélly high level.

In the first Yyear of this program, States
and localities would receive $1.75 billion in
gigcal relief, while at the same time being able
to ensure t?at no current SSI or AFDC beneficiary
receives a reduced benefit,

In subsequent years as current recipients
leave the rolls and as the maintenance of State
effort requirement declines from :90 percent to
zero after 3 years, the opportunities for fiscal
relief will increase.

Under our program for fiscal relief, States
will be required to pass through such fiscal relief
to municipal and county governments in full oro-
portion to their contributions.

A Note on Medicaid

To ensure that the new Better Jobs and Income

prog.am will not lead to large new costs for the

26
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states under Medicaid. the bill provides {o:
preservation of existing Medicaid eligibility
criteria. We believe that our National Health
Insurance proposal, which we will present to

the C;nqtess this year, is the appropriate vehicle
for dealing with the problems presented by those
existing Medicaid rules, and we intenc to synchro-~
nize the implementation of National Health Insurance
with .this program. But should that not prove
feasible, our proposal willrensutc that the new
program does not automatically expand Medicaid rolls
and impbse unanticipated now costs on both the
States and the Federal government.

IV. NEW RULES FOR CASH ASSISTANCE

Every jurisdiction in America today has different
rules for determining welfare eligibility and benefit
schedules. Many of these rules--the way in which
income an assets are counted, how they are tépo:ted
and what group of people constitutes a filing unit~~
have tremendous cost and caseload implications. ]

The present system of rules is largely
tesponsible for the headline-grabbing error and
fraud rates and for the horror sto- ies of higher

income people treceiving benefits.

262
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The eligibility rules for the consolidated
cash assistance program ;111 be tightened to
asgure that the assistance is targeted on those
who are most in need.

The Accountable Period

Present p:oqéams use prospective periods of
varying lengths-.(3 months in SSI, 1 month in AFDC
and, generally, in Pood Stamps) for determining
need. An applicant's entitlement is determined
by anticipated income.

The Administration's proposal will measure
income retrospectively, using an applicant's actual
income over the preceding $ix months. This mezhod
will assure that welfare dollars go to those most
in need by preventing families with relatively
high but irregular incomes from receiving benefits,
(For example, a family headed by a teacher who
gets paid only during the ten-month school year
would no longer be able to collect benefits in
the summer.)

A six-month period is more equitable than a
shorter period, since it increases the likelihood
that families with similar annual incomes will

receive similar benefits, A retrospective accountable
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period avoids the problems of overpayment inherent
in the pregsent system of detarmining need on the
basis of estimated future income.

Only families earning moré than $8,400 a year
are likely to be adversely affected by the longer
sccouhtable period. The following table indicates
the numoer of months that a family of four with

no current income but previous earnings would have

to wait.
WAITING PERIOD
BEPORE ;;;5:!;;3 !gg BENEPITS
A pn}son with no income Under AFDC Under Proposed
when applying but with Curcent Six-Months
previous annual earnings  Accountable Accounttable
of: Period: Per 6d: L
. . ’/
Eligible for benéfits in:
$5,200 (minimum wage) lst month :"-lst month
8,400 (proposed eligi-
. bility ceiling) ..lst mo~th lst month
10,600 (average wage in ist month ‘2nd month

manufacturing)

12,000 (city school
teacher) lst month 3cd montn

15,000 (construgtion
. worcker ) lst month 4th month

To help those who suffer temporary need, the
federal government proposes to assist States in

firancing Emergency Needs Program.

Q . . :3(?[’
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The implications of shorter retrospective
accountable periods are enormous. Use of the
pcesent accountable periods would increase the
cost of éur proposal by about $3 billion. The caseload
would increase by about 25 percent. Even shortening
our 8ix nonéhs accounting period from 6 months
to 3 menths. would incr?aso the cost. by. approximately
2 percent and add approximately 4 percent more .
recipients to the program.

Regular Reporting

. Unlike most current welface systoﬁs. the
Administratién'n proposal will use a regular
system of periodic income repor‘t on which to
bage benefits. Recipients with employment income
“Wwill be required to report monthly; otliers

less frequently.

This system of reporting is expected to

reduce ovorpdynents by hundceds of millions.

when monthly reporting ard retrospective avinunting
was adopted in Oakland, California, error cates

in the AFDC program there tell from 22.5 veicent

to 7 pecrcent. '

Standard Definit'on ot Tncome :

Under the proposal, "count-‘le income®™ (ot

income that counts in determining eligibility) will

\‘1‘ ) g -
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include 50 percent of wages from a job, 80 .
percent of non-employment income (income from
dividends, property, private pengsions, or

.social insurance p;og:ams). and 100 percent
of any income from other Federal means-tested
assistance p:oé:aus such as veterans. pensions
(as is the case under Present law). Expenses
of child cace, up to ‘ertain limits ($i5¢

/j*t month for each child up to a maximum of
$300) will be deducted from earnings in detsr-
mining ®countable income*® in order to }ncou:age
work.
A Standard nethoé of Handling Assets

The proposal contains an asset test designed
to assure that persons with low-income but sub-
stantial assets, such as a bank account, do not
receive a benefit.
The Progczam for Better Jobs and Income proposal
e standardizes the treatment of liouid assets--cash
‘ or pcperty quickly convertible to cash--in deter-

mining eligibility and computing cash payments. A
percentage of the value . f assets up to certain
limits 18 imputed to income. The market value of

non-business assets may not exceed $5,000 and the
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equit§ value of business assets may not exceed 2
limit to be specified in tuqulatio;s. C ;
Exclusions-~Excluded .ron countable -assets will he:
--the first Ssob’ot iiqaid assets
-=-the total valQe of owner-occupied housing -
-=-the tbtal value of household goods and '
personal effects. ‘ ’
--.he retail value of vehicles used for
non-busigess pu:po;es. the amouqt gpfbe‘
dcte:pgned by regulations.
We believe that these new rules will assure
that benefits go to those in need in as fair and

equitable é manner as possidle.
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Secretary Carirano, Its essential features are the following:

The proposal extends coverage to all poor families and individ-
uals in a consolidated cash assistance program that veplaces the exist-
ing categorical programs— AFDC, S8, and food stamps,

All able-bodied adults—except those with custodial responsibility
for young children or disabled individnals—are required to work,

The principal earner in every family with children is eligible for
a special public service job, 2)aying at least the minimum wage, if
no Iprn‘ate sector job can be found. :

'The program sets national uniform eligibility standards and
rules to improve equity and to make the system more understandable
and administrable, '

A uniform national benefit floor will be established, substantially

. reducing existing disparities in benefits among the States. The basie

Federal benetit of $4.200 for a family of four should exceed the eur-
rent Federal share of AFDC and food stamp benefits in all it
seven States, ‘

Federal subsidies will give the States incentives to increase the

-basic Federal benefit through supplements that conld be admin-

hJ

istered as part of the basic Federa! program, The subsidy formula
will insure that every State could retain or improve its existing
benefit levels while lowering its own expenditures. vy

The existing earned income tax eredit in our Internal Revenue
Cude 'will be expunded to provide additional tax relief to the work-
ing poor and to improve work incentives,

Administeative reforms wili promote efficiency and acenracy. The
most important of ‘these are retrospective accounting, under which
benefits are calenlated on the basis of actual rather than predicted
income, and regular monthly reporting of income by yeciplents,

The bill includes n new $600 million program of grants to the
States for meeting emergency needs, These grants will enable the
States not only to meet traditional emergency needs. but also to
yrovide short-run help to the small fraction of families who are not
immediately eligible }m- eash assistance beeause of retrospective ac-
connting and who require some assistance bofore they became eligible,

The States will have the option of rvetaining the ernecial admin-
istrative frractions of intake and eligibility determination—that is,
running the welfare offices, In all eases, however, State administra-
tion will be subjeet to uniform Federal rules and oversight, and the
Federal Government will have the authority to tuke over administra-
tion in cases of inadequate performance by the State,

A single national computer system wiil link the eash assistanee
programs in every State, This will greatly increase owr capacity to
reduce error and frand but also to insure that recipients get what
they deserve—no more, but also no less,

Transitional ~hold harmless™ provisions will insure a mininal
amount of fisenl relief for every State. In fact. most States will
realize considerably more fiseal relief than this minimum, as a result
of the higher Federnl sharing in basic henefit levels, We estimate
that the administration bill will provide atmost 2 billion in fiseal
relief to the States the Ist year that it goes into effect.

Let me also outline the signifieant wavs in which the jobs pro-
gram and the cash assistanee reform work together,

Q
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First, the assurance of a job for the principal earner in every
family with children makes it more practicable to achieve one of
the primary gonls of welfare reform—extension of coverage to two
parent families, Some have been reluctant to extend eash assistance
to families with a member society expeets to work—no matter how
needy the family may be, Others Fave been skeptical that work re.
quirements for such familiesavill, i fact, be effective, -

We have met these concerns head on by combining work require-
ments with a program designed to assure a job for the principal
earner in each of these families Extension of covernge to two parent
families will not increase (\vpomlmu-_\-. but will assure adequate in-
come primarily through wages paid for meaningful work.

second, the jobs program—in conjunction with supplementary
cash assistance—will assure, for the first time, that all families with
a full-time worker will Kave an income well above the povérty line,
A family of four whose principal earner obtains one of the speciyl
public service jobs, for example, would have a total income of almost
K7.000 in 1978—comprised of $5.512 in wages and $144 in supple-
mentary cash assistance, The majority of these families would re-
ceive even more, since they reside in States that weuld supplement
both the basic Federal cash benefit and the wages available in public
service jobs. :

Third. the cash assistance benefit structure, in conjunction with
the expanded earned income tax eredit, will assure that it is always
more profitable for an individual or family to work than not to
work. and that it is always more profitable to work in the private
sector than in a special public service job,

Thus, the President's program is not merely *welfare reform.” but
a coordinated jobs and eash assistance strategy that will assure Jow-
income Amerieans adequate income by helping them enter the world
of work,

Fhis essentinl fact must be borne in mind in evaluating the cost of
the proposal, The program for better jobs and income will not sig-
nificantly increase existing Federal expenditures on ensh nssistance:
the bulk of additional Federal expenditures would go to inerease
employment opportunities for cash assistance rvecipient<, We think
this is money spent well,

Senator Cuarer, Conld T ask a question here, My, Chairman ¢

Mr, Seeretary, do T understand that the program is going to cost
more than currently, T assume by what you say here in the Inst
clanse, is that correct? -

Seeretary Cavreana, That is correet,

Senator Crarke, Will von get to the cost estimates later!?

Secretary Carieano, Well there are o whole host of cost estimates,
Congressional Budget Office has one and we have one, 1 will get to
them in general terms,

Senator Coivrer, Fine, T do not want to interrapt yoi now,

Seeretary Catreazo, Let me turn now from the merits of welfare
reform to the equally relevant question of whether it is realistic to
expect that a meaningful reform program ean be enacted this year,
I believe strongly that the answer is, *Yes,"

We have made =ubstantial legislative progress since the President
submitted the program for better jobs and income to the Congress
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last August. Indeed, given the procedural complexities, the progress
has been significant. After the administration bill was intr uced in
Septembet, the Speaker of the House, together- with the chairman of
the three standing committees to which the bill was referred—Ways
and Means. Education and Labor, and Agrieult
lish a special Welfare Reform Subcommittee to overcome the juris-
dictional difficulties at the subcommittee level.

Throughont the fall and during January of this vear, the welfare

‘reform subcommitte> in the House, chaired by Representative James

Corman, conducted extensive hearings and marked up the admin-
istrasion’s bill, The leadership of Representative (‘forman and the,
hard work and patience of all 20 members of that subcommittee had
aid off. The subcommittee has reported out a bill that preserves the

v

asic structure ‘and principles of the administration proposal and

- pepresents a major step toward enactment of welfare reform.

Senator Moynihan’s Public Assistance Subcommittee of the Fi-
nance Committeé has also conducted important hearings on the
President’s proposal, -and tas plans for additional hearings

Other Members of Congress l‘n’ave expressed strong interest in wel-
tare reform. and two major alternate proposals have recently--been

ut forth. The Chajrman of the Honse Ways and Means Committee

as introduced a welfare reform bill. And a number of Senators,
including Senators Baker, Bellmon, and Ribicoff, are developing an-
other major welfare reform proposal. :

We believe that the introduction of these alternate proposals en-
hances the possibility:of enacting meaningful welfare reform legis-
lation this vear. We have.problems with each of the alternate pro-
posals, and—not surprisingly—we believe that the administration
proposal is superior i important respects.

But the Ullman proposal and the Baker-Bellmon-Ribicoff pro-
posal include many of the important features of welfare reform and
of a combined jobs ind income strategy that ave contained in the
administration and the welfare reform subcommittee bills:

They wonld extend cash assistance coverage to two-parent families.

Senator Newson. May [ interrupt.

Are these following statements here in veference to the Baker-
Bellmon-Ribicoff proposal or to the administration’s proposal?

Seeretary Caripaxo, These are statements that apply to all of the

: pro{msals. They are clemetlts of the administration bill and are in-

cluded at least in the drafts that we have seen of the Baker-Bellmon
proposal and of the Uliman proposal.

Senator Nersox. Is it a proposal by Senators Baker, Bellmon, and
Ribicoff? 1

seeretary Cararaso. Baker. Bellmon. and Ribicoff.

All wonld extend eash assistance coverage to two-parent families.

They would establish a natiohal minimum benefit.

They would move in the direction ol greater uniformity of rules .

and eligibility standards,

“They would simplify administration.

They would provide pnblic service jobs for poor families.

They wonld expand the earned income tax eredit,

They recognize the importance of cashing out food stamps for at
least some recipients as a step toward a consolidated cash system.
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In <hort, the introduction of the Ullman and Baker-Bellmon-
Ribicoff proposals reflects an emerging consensus for significant re-
forng upon which to build.

It is for these reasons that T am optimistie. 1 believe the three
House committees now considering welfare reform legislation ean
report out a bill that can be considered and passed by the full ouse
in time for the Senate to act this year. Thix committee working with
the Finanee Committee and the adm - . ration ean develop a pro-
posal that embodies the essentinl prindples of reform contained in
the program for better jobs and income, and such a bill ean be passed
- by both Houses of Congress in 1978, '

Fassage of a major welfare reform bill that embodies the prinei-

ples of the administration’s proopsal would be a signal achievement—
for Congress, for the administration and, most. important, for the
Ameriean people. It would replace the existing inequitable and in-
efficient xvstem—a systemr which is lozing the eonfidence of our viti-
zens - with a new system that is both efficient' and humare, a svstem
chat provides adequate assistance and gennine work opportunities
for low.income Americans.

We look forward to working with von in completing this eritical
task on the Nation’s agenda of untinished business.

Thank yon very much, Mr. Chairman,

Senitor NersoN, Thank yvou, Mr, Secretary., :

On page 19 of Seeretary Marshall’s statement and on page & of
yours, you both address the same point nsing differont statisties,

On page R, you say. for example, that a family of four will have
an income of at least 20 percent above the poverty line, Principal
earner has a full-time job, and you say the same family will have
an income at least 10 percent above the poverty line if the prineipal
earner has a special public job,

Necretary Marshall used figures 20 pereent and 13 pereent.

1< there a mistake 2 There must be a mistake in one or the other.

Neeretary Carrrano, Where is this¢

Nenator Nersox, Page 19 of his statement and page 8 of your sup-
plement, '

Seerotary Cartrano. Mr. Barth will explain it.

Mr, Bakri, On page S of the supplement, it savs if the principal
earner has a full-time job in the private seetor or in a regular publie
job at or above the mininmm wage, Uader ILR, 9030, such a person
would also be eligible fo. earned income tax eredit, whereas they
would not be eligible for the earned income tax eredit if they were
in special publie job, A

Senator Neison, Are von not talking about exactly the same thing

.

as Seeretary Muvshall? The question 1 am raising is that he uses

the figure 13 percent and you use the figure 10 percent.
Secretary Cavarano, Mr, Chairman, 1 think we will have to recon-
cile that, .
Senator Netsox. I think it ought to be vorrected for the record.

How do you feel abowt the mediead spiestion, tho-e who lose their -

medieaid when their income get- too high¢

Secretary Captrano, In the logi-lation that we do not touch med-
ieaid, We leave medieaid eligibility as it i<, Onr intention is to take
care of the medicaid problem a: part of the national health insur-
anes proposul,
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Senator NELson, But ix there going to be a national health insur-
ance proposal made this year! '

secretary Catiraxo, Yes, ‘The President has indicated that we

would announce some principles probably sometime late next month

and that he will send a proposal tb the Congress this year before it

goes home, ' - “ 4 :

Senator Nersos. Well, what is the effective date of t - imple-
mentation of the welfare retorm proposal ¢

Necretary (laniFaNo, The. welfave reform proposal would be effec-
tive in 1981, We are now looking at how we can mesh, if it is pos-

_ sible to mesh our national hoaltﬁ insurance proposal with our wel-
. fare reform plan insofar as the medicaid opulation is concerned.
Senator Nersos. Well, in any’ event, i} vou did net have a na-
tional insuranee program, you would havé to dea] with thabmedicaid
question? .
secretary (anirano, Yes, We would have to deal with it one way
or another. The reason it is left the way it is in the present yroposal
is beenuse the Ntates by and large did not want to assume ml«lifmnal
_wosts of the additional population. We were not prepared to recom-
mend federslization of the progun’at this point in time, at least
on the basis of the studies we have done.

Senator Nersax. 1 did not have a chance to go through vour sup-
plemental statement. We raised the issue with Secretary Marshall
yesterday:. of supplying the committee with a series of examples of
what woukl happen i a cross-section sampling of ~States as you
applied the program, how much mone ¢ wonld they get. and next we
are concerned— '

seeretary (‘atsrano. We ean give that for all States. Mr. Chair-
man. .

Senator NErson. What would the impact be on a famnily undey the
program, exactly what would happen to them in any state? We
would like some examples—if they get a public service job at a
minimum wage, a public service job above minimum wage, and if
they have private employment. at what rate their henefit suprlv-
inent phases out so that we can look at how it works as applied to
individual cases and individual States,

Seeretary Cantrayo, Yes, we can, Mr. Chairman.

Nenator NErsox. You state in your testimony that all States would
receive some net fiseal rvelief by the use of Federal money, is that
correct?
tion of at least 10 percent fiscal relief for each State. Most States
will receive more.

Senator Nerson. Will we have a sampling by State?

Secretary Catiraxo, We can give you our best estimates of fiscal
relief State by Ntate,

Senator NErsox. 1 raised the question because many States, in-
¢lnding my own, which have l(-\'io(x the taxes to provide services also
have lots of dollars spent on Federal programs in other States where
they do not assess t]:emsolvos to the extent our State does, and 1
would be very wary of the program thut requives Ntates that are
already doing a good job to cubsidize other States who are not.

Now. T have not lookeil at the formula so T do not know whether
it. does that or not.
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Secretary (‘arrrano. Mr. ( “airman. we do not think that it does.
In the initial fiscal relief estiniates we made. we have been through
a fairly substantial process with the States. In the initial fiseal
. .relief estimates we made, which we worked with States on, we then
-~ called them in and went over those estimates State by State, afier
we first put them ont laxt Angust. And we made some changes in

~ » . them because the States indicated to us on an individual basis some
of the assumptions as to behavior we had made were not exactly
what'they do. But I think the numbers which we can provide for the
record now are for the most part, numbers on which State people

will agree and on which our people will agree.

Senator NErsow. I rdised this question with Secretary Marshall
yesterday that I raised several years ago on H.R. 1, the question of
using uniform poverty level figure nationwide. Again T have not
had a_chance to look at your formula carefully eriough, but it
seemed to me one of the serious faults of IZ.R.i1 ‘was that they as-
sumed the same poverty level for all States when the fact of the
matter is that where you would need $4,000 in rural Mississippi to
live sty you would hage to have $9 000 in New York or some figure
like that, Housing is five ¢iti®s as much. - S

How do you get around that question, using a national poverty

. level when, in fact, the level is nuch higher in some places? ;
Secretary (‘arirano, $4.200, for example, for a family of four is
the Federal paymenf we wonld provide for any family in t’ a-

try. The varation will come in the extent to which Sfates« » « to
supplement. We will match State supplements to the ex n. of 73
percent of the next $500 ahove $1.200 that a Statr s wiling to pro-
vide for a family of four. and beyond that we wi' supplemet to
T the extent of 25 percent of the difference hetireen $4.700 and '
overty level in that partienlar State. So we woald reflect variati .as
in the poverty level in that way. '
Whnat we regarded the $4200 asx was the abso’ate bare minimum -
assomial anywhere in this country, essentially a national minitum
oor,
Senator NErsox. On that $4.200, the Federal Government wonld
av
P Secretary (‘ariraxe., We pay 100 percent of the $4.200 with one
caveat, which is thai it States in which that would totaliy wipe out
tite sbligation, in States in this country in which $4.200 is more than
the State is now paying, we wounld reguirve them to continue paying
at least 10 percent,

Senator Nersox, Of what?

Seeretary Cartrano, Ten percent of $£1200, It would be $420, so
they would at least be paying something.

Seaator Nersox, It seems to me that there is a serious pr blem in
any event, if von pay all $4.200, and 75 pereent of the next $.00, and
then 25 percent of anvthing in excess of that—

Secretary Carira: o, Up to the poverty line,

Senator Neisox, Whicl is what, $5.81072

Secretary CALtFANo, $6.400 or $6.500 in 1978,

NSenator NeLsox. It is minimum wage?

Secretary Cavtrano. I am sorry. I missed your question.

-1
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Senator NeLsoN. It is minimum wage that brings you to $5,800, is
that about right? It is $8,400 in any event.

So you have the $4,200, which is totally paid by the Federal Gov- -
ernment, 75 percent of the next $500 paid for by the Federal Gov-
ernment, that g;t)s you to $4,700. Then the balance of the $1,700 to
%ft vou to $6,400, the Federal (Government paying 25 percent and
the Ltates paying 76 percent.

Secretary Cavirano. That is correct.

Senator NeLson. Now, when applying that to States that are al-
ready at some level substantially above that, you end up paying 100
gercent or almost 100 percent of the benefits in the low payin

tates, and what is the h_xlghest lével paid by any State, do you know

Secretary Cavirano. The highest level paid? It is Oregon and
New York, and it is about at the poverty line, about $6,400. States
can pay more if they wish, but we do not share in the additional
payments. ‘- _

Senator Nersox. I guess I will want to look hard at that formula
and see how m~ny- States are invol 2d. '

But back to ti.e situation where States are going to get 80 percent—
you say they would have to pay'10 percent if $4,200 is maximum{

Secretary ('arirano, In those States where $4,200 would wipe out
or more than wipe out what the S‘ate is now paying a family of
four, we require that State to pay 10 percent, essentially a fow
Southern States. . :

. Senator Nerson. They pay $420 o1t of the $4.200%

Secretary Carirano. That is correct, :

Senator NELsoN. Noi in addition to $4,200¢

Secretary Caviranvo. That is correct.

Senator NersoN, Senator Chafee.

Senator ( uaree. Thank you, Mr. Chairman.

Mr. Secretary, I just want to say that I am all for trving this.
Whatever we are doing is not working ‘now and it is worth a try.
It Joes appear to be extremely expensive. But let me just go back
to pursue the line the chairman was asking you. |

My real question is this. What incentives have the States got to
police this? If it is all Federal money, we know from experienc.
that the States, even though, as you point out in your testimony,
will have a role, their role will not be a very conscientious one be-
cause you and I bothiknow that if it is Federal money and the States
do not pay anythir;g, it is all for free, come on a' 4 get it, and our
State. after this stdrm, well, the Federal Guvernment came along
and said anybody inconvenienced by th.s storm can get food stamps,
and two-thirds of the State lined up and got those free food stamps.
Their conscience bothered them, a lot of them, but they took them
anvway because it is just Federal money. ‘ :

So what have we got here? Is the incentive for States to pay at-
tention? and police this, is it in the 25 percent of $500 on top of the -
$‘1’02‘X) t .

Secretary CaLiFano, Yes,

Senator Criarie. And then 75 percent in excess of the $4.260—

Secretary Carrrano. That is right.

Senator Craaree. Of the $4.700

.
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Secretary Cantrano, Of the $4.700 up to the poverty line. Also
one of the reasons why we keep those fow States in at $£.200, which
would otherwize wipe it out would give them financial incentive
that is in response to the point you were just making,

Senator Citaree. It has been my expertence where a Federal pro-
gram is pereentage wise heavily cariied by the Federal Government,
the 80-10 road program being a lussie example, that that 10 per-
cent of the State's share is so minimal in return for $8 for every
dollar you Smt up that, in effect, there will be no Yolioing whatso-
ever. No politician can resist the 90 percent Federal dollars, and =0
if you work out your percentage of 25 percent of 500 in order to
get $400 total, it is pretty minimal. It 1= what pereentage of the
$3.700¢ T suppose 7 percent or something like that- tiny,

Secretary Carirano, That is correct, But we did put some other
provisions in the legislation, Senator, One, there is a boaus for good
admitdistration on the one side of the ledger and, on the other side’
of the ledger, the legislation gives the Federal Government power
to take over the intake functions if the State does not perform,

So I think there is adeguate protection, The very point you make
about 10 percent ineidently, is the point the President made in one
of our diseussions about this legislation,

Senator Cuaree. He has been through the road program.

Seeretary Cartrazo, He has been a Governor as you have,

Senator Ciaree. I am not  itpicking. 1 want this to work, 1 com-
mend you, and it is an ineredibly diflienlt job, T think. 1 know it is,
[ am sure you have wrestled many hours with this,

The next question is, is there some kind of system whereby when
vou make vour transferal into the completely - cvate sector, you
become self-supporting, that yon enn make that without losing
money !

For example, a~ 1T get your suggestion here, let us say in 1981,
minimum wage is $3.%5, so somebody  works 40 hours a week and
gets 131 times 52, and they get nearly 27000, B then there is eash
assistance that comes in with that of 716, So the person has a con-
siderable ineome, bin o« they going to pay taxes on that cash as
<istanee, too? ' ' :

Secretury Cavtrano, They do not pay taxes on eash assistanee, 1f
vou take our program. we have it ~skewed so an individual of the
highest benefit reduetion rate for individuals expeeted to work is 52
pereent, Under present Inw. in many States, in many sithations, an
mdividua® is atlowed to keep only 10 cents, in effect, of those early
dollars that he or <he makes, Under onr legislation, for those ex-
peeted to work, it will be I8 cents,

Now, one of onr problems with the legislation, passed ont of the
Hous<e Welfare Reform Sabeammittee, althongh it generally follows
President Carter’s nroposal, i that they sharply esealate these ben-
efit reduction rates to well over S0 pereent, ‘That gives n coneern in
the e oxt of how mwueh mcentive is left for <omebody to work. 1
am o will be anoassue an this committee a= 0t has been e the
Honse,

Senator Caarkr, Whee the person finally biends in completely to
the private sector, he will not fose?

9"
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Secretary Canirano, He would not lose. In every case under our
legislation—-

Senator Cuarer, Except his medicaid he might lose?

Secretary CariraNo. We are looking at that now. That is correct.
He' or she will make more money working than not working, and
more money working in the private sector because the earned income
tax credit applies only to private sector jobs or ordinary regular
public service jobs, not to the special jobs created by the legislation.

The rate at which benefits are reduced wonld never exceed 52 per-
cent for those individuals that we expect to work as they move 1nto
the work sector of the economy.

The’problem with medicaid, we have to deal with that. Presently.,
medicaid is a notch problem. Under present law you lose medicaid
once you hit a certain dollar level of income, and it creates a seriou
problem. The most serious problem we have with medicaid and medi-
care is not with the welfare program as such, It is much more with
the disability program under social security and SSI disability
program, ami wl;wro individuals who are disabled are very concerned
sbont losing their medicare and medicaid benefits when they go to
work. | think it has become a serious factor in discouraging disabded
individuals from entering the work force. _ .

Senator Cuaree. Getting back to a question again of the chair-
man’s exploring that a little farther, what is the drive to make a
minimum, national minimum benefit level? Is it the concern that
Mississippi is not treating their people eorrectly or is it just inade-
quate——-

Secretary Carrano, It is n concern that the whole Nation should
share in providing some minimum benefit for absolute 10ck bottom
minimal amount that an individual needs to survive in this country.
That is essentially (he concern, It is not simply the fact that there
are some States that do not even provide that amount. It also gives
an opportunity. that combined with other things, to provide some
fiscal relief to some States that need help.

Senator Cuarer. Is there any suggestion by going to this mini-
mum, that thereby will ent off what I think is a myth that people
shop around where they are going to settle in order to achieve wel-
fare benefits—-

seeretary Carirano, No, [ think this program would result in

much Jess variation than now exi<ts among the States in terms of
welfare benefits that are paid. But there would still be disparities,
I vhare your view, I hink relatively few people move—-I think more
wople move for jobs, We are seeing some indication of that in the
ast several months in the context of poor people moving from the
Nerth to the Sun Belt for the first time in many. many years because
there are jobs there.

Senator (Cuarke. | thought those .ore very sigmifieant statisties
1f. in faet, it is a trend,

Thans vou, That is obviously going to take a lot of work on
evervbody's part, and T certainly commend you wul the Department
for tryving to wrestle with thiz ghastly probler It may not be per-
fect but T am going to try something there nself.

h.".('cretary Cantrana, Thank von very much. Senator, 1 appreciate
that.
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Senator N¥ sox. Your fignres and OMBs are about $10 billion
apart, I take it?

Secretary Carrano, And CBO).

Senator NersoN, You are about $13 billion? "They are around $20
billion? '

Seeretary Cartkano, Yes, Mr. Chairman, We will submit a de-
tailed reconciliation, I should have mentioned that befeee. On the
casi assistance part of the program., in terms of estimates for the
cash assistance part, on an amount of about $36 billion in 1982, we
are §2 plus billion apart, ahbout a 7 percent divergence which we do
not think is that mueh when vou are trving to project numbers out
as far as 1982, On the jobs part, there are more significant diserep-
ancies relating to CB(O and lLahor Department eoncerning jobs and
the kinds of jobs people will take.

In terms of offsets, namely those programs we counted as offsets

“to the welfare program. these are perhaps the most signifiennt dif-

ferences, The Congressional Budget Office did not assume that any
legislation that was not enacted was in place. We did assume, when

“we made the initial offsets, in August of last year and September of

last vear. when I first testified, that certain pieces of -legislation
would be in place and that eertain economie condit” s would exist.
The biggest exnmple is we assumed that unemploy-  t would he at
about 5.6 pereent and. therefore, about $3.5 Litlion ot funds are now
heing spent in the countereyelical CKTA program v.re not heing
spent. 4

We counted that $5.5 billion as an offset. for example. and the
Congressional Budget Office does not,

NSenator Nersox, Do vou have a figure on what the net inerease, if
there is one, of the welfare costs will be? In other words, taking the
whole universe  the Federal Government, State expenditures, as appli-
eable to eligible people under this program--is there a mt increase
and, if ~o, how mueh? .

Secretary Cararano, There ix a net inerease. How muceh it is is a
function of woat different kinds of activities we assume, When we
began in A1 gust and September, we projected the net increase of
s2.8 billion, but we got into.a disagreement there over the extent to
which ronghly 3. 1 guess $3.1 billion should be connted heenuse it is
carned income tax eredit money that goes to ndividaals ronghly
enrning between $9.000 and 216,000, whether that money should be
counted as part of the relief to middle income taxpayers or as an
addition to the cost of the welfare progran.,

I think the best way to do this, Me. Chairman, mght be for us to
~ubmit to vou and Senator C hafee wnd others just a list of o esti-
nmates, CHBO's estimates, other estimates and veconeiliation of three
estimates, and vou will see the differences,

Senator Nersos, 1 think the quest’ v will be mised frequently as

too what i~ the net difference und 2 - program, We have a rolleall
vote going on and the second bel'  ve rung,

I do nor have any more gnestion. .

Senator Cusree. [ do not either,

Senator NersoN, We will not hold son here anv longer. 1 think
We will have some more gque<tions bt ve will « it them in writing.

Secretary Carrraxo, We will submit them for the record and pro.
vide whatever - on wish,

['The gquestions referved to foliow:]
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QUESTTD NG CUBMITTED T OECRFTARY CALIFAN G RY THE OMMIUTEE

Question

" Mr. Secretary, thos: who are "not expected to work™ include the
aged, blind, and disable — many of whom may prefer to work and
. would apply for a job or training opportunity. But isn't it
sprobable that these persons wiil be regarded as low-priority
job applicants who will be expected to be satisfied with their
*upper ties" cash benefits?

Angwer

in iumportant goal of the Program for Better Jobs and Income is
to prcvide increased employment opportunities for the low income.
population. In order to do this, the program ptovides up to 1.4
million employment and t.aining opportunities for the low income
population. Our estimates suggest that this level of funding

will be adequate to provide employment opport .nities for one

worker in each family with children. We beliuvve that, while it
would certainly be desirable to provide employment opportunities
for everyo e, it is at this time nut feusible to do so. Engaging
in large~scale job creatiun could have a variety of effects that
we wish to monitor more carefully hefore we undertake further
expansions beyond that proposed in the Program for Betted Jobs ad
Income. Given that we can at this time provide job: for a fraction
of those who might want them, altho'gh it would certainly be a very
large fraction, we believe thai ic is appropriate to provide jobs
first to those persons who head families with children,

Question

Mr. Secretary, the nationally uniform basic benefit level, as I
understand ‘t, amounts to approximately 65 percent of the current
poverty level. 1Is that a sufficiently high standard to be setting
as a national commitment to poor families?

Answer

L
A nationally uniform basic level of 65% of the poverty line must be
understood as the basic buildit.;, block of the ingome maintenance and
employment system. In tho. locations where recipients who have zero
income would receive the basic grant, the basic grant is an improve-
ment since an important feature of the Piesident's proposal is to
establ ish a national minimm. The proposal then subsidizes State
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supplementary payments apove that level and we expect that
1n all States current benefit levels would be maintained because
the State could, by virtue of the Federal subsidization of supple-
ments up to current benefit levels, maintain those levels and
* still teceive fiscal relief. Thus, in all but ten 3tates, the
benefits available to reécipients would exceed those set at the
national minimum benefit level. Another important point to note
18 that most recipients dn not have zero income. They have earnings
from employment and other sources of income. One of the important
features of the Program for Better Jobs and Income is to provide
increased employment opportunities for the low income population,
The PBJI provides for up to 1.4 million jobs.

st ion

Mr. Secretary, let us look at another facet of the benefit standard.
As I understand it, the benefit level for an elderly person who is
cver 65 years of age is 16 percent below the poverty line. An aging
wotker who is under *he age of 65 would receive benefits that are 63
petcent below the poverty line. Can you.confirm thxs infoamation, and
would you comment on it?

Answer

The benefit lcvel for a person at zero income who is 65 or over ir,
as the question suggests, a larger fraction of thé poverty line than
that for someone under age 65. This reflects the fact that in deve~
loping the Program for Better Jobs and income we attempted to, at a
minumar, waintain current SSI benefits, with raising those fot
families. Cuztrent SSI benefits are a higher fraction of the puverty
line than are benefits to families. As suggested in my answer to a
ptevious question, the basic benefit level should not be vicwed as
the total amount available to families or persons, in most cases,
This is because of State supplement payments and many persons and
families have other soutces of income such as earnings, private
orngions, unemployment insurance, and the like.

wuestion

-

M. Sec:etary, the bill holds a State harmless after its expenditutre
of 90 percent of its curtent costs. Fiscal relief, therefore, is
ptesumed to be at least !0 percent, based on current experxlitures.
As you know, however, the present syster provides Federal subsidies
at different levels. New Jersey, for example, receives a 50 percent

~ {9
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Fedetal level of support for AFDC, while other States receive

up to 78 percent. By using "current costs” as the basis for holding
the States harmless, you have done nothing to corzect the inequity
of ;.ho present system — in fart, you would perpetuate it, would you
not

Answer

The essence of a hold harmless provision is that a State is provided
«11th an assurance that it will not have to spend mote than it is
curzently spending. The hold harmless provisions in H.R. 9030 perovide’
that assutance. If one examines the estimates of likely fiscal relief
under H.R. 9030, 1t is seen that fiscal relief is greater where current
effort 18 greater. Thus, those States and localities that have in the
past put forth the most effort to aid theitr low income populations would,
1n fact, receive the most fiscal relief. . :

-

tion

M. Secretary, the bill contains no provisions for aligning Medicaid
eligibility with the eligibility standards of the progtam. Since this -
program woeuld have a broader clientele, there is a need to deal with

the costs of a possibly higher participation tate in Medicaid. Why were )
Medicaid costs not included in the programs for which the States would .

be "held harmless” at 90 percent?

Angwet

H.R. 9030 contains provitions in Section 105 that are intended to deal
#ith the telationship of the reformed welfare system to the Medicaid
system. Basically our pogsition is that the Medicaid program and, indeed,
the entire health care delivery system and health cate financing system
need far reaching policy changes. These changes should be done within
the context of national health insutance and the Administration ig
curtently in the ptocess of developing a national health insutance pto-
posal that will be sent to the Congress. Section 105 of H.R. 9030 is
intended to deal with what we presume will be a non-existent situation,
i.e., the coexistence of H.R. 9030 and the existing Medicaid program.
Section 105 essentially freezes Medicaid eligibility standards where
they are in order that, when cash assistance is eftended more broadly
by H.R. 9030, States would not bear the fiscal liability of expanding
thear Medicaid roles. It is our view that any dollars added to medical
care financing should be done 80 within the context of Naticnal Health
Insurance. The reason Medicaid costs ate not included in the item for
which the States would be held harmless is that we presume that the
Medicaid 18sue would be dealt with in the context of national health
ingutance and that national health insutance could be implemented
together vath welfate reform.
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tion .

What happesn to a person who, after spending a year in a subsidized job,
. fails to find work in the S-week job search — is that person placed on
the rolls of the full “"upper tier” cash benefits?

Answer

1f at the end of one year in a subsidized job, an expected-to~work
recipient has not found an unsubsidized job, the recipient is required
to enter a five week job search period. During the first two weeks of
this period the Jobs Program will continue to provide him with wages.
For the next three weeks, the recipient will receive the lower level
of benefits. If at the end of the job search the recipient has con-
ducted an intensive job search but has failed to secute a job, he
will again be eligible to receive a subsidized job under H.R. 9030.

tion

What about the increased need for support services, such as child cate,
in a program that envisions 1.4 million persons taking a job — how can
we met this need?

-V

Answer N

We 30 not expect that the 1.4 million public service jobs to be enacted
under velfare reform will greatly expand the demand for support services
such as day care. Most of the jobs will go to ‘the principle wage eathet
in two-pazent families.. The second parent is not requitred to work under
the Ptogt —thutf; will be able to care for the family. Single
pazents with children undet 7 years of age will not be required to work
and thogse with children 7-13 years of age will only be required to take
a part-time job during school hours. In addition, the Department of
Labor has estimated that approximately 150,000 of the 1.4 million jobe
will'be in the day care field, which will expand the supply of day care.

Statés are also authorized to ptovide social services to low income
persons under Title XX of the Social Security Act. These funds may

be spent for such setvices as homemaker, legal seryices, family planning,
housing improvement, chore and housekeeping, and education and training.
In addition, ‘since 1977, the funding for Title XX has been Expanded

by a $200 million day cate authorization.

"0
A
o,
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Question

Mz. Secretary, the administrative couploxxty of the ptogxm is a matter
of concern. Por exanple, & State is given the option of opetating the
®intake; functions some will do so, while others will leave it to your
depumnt. Since you will be responsible for it in certain States,
oan you tell us how you plan to conduct the *intake® activity, and what
is the path that an applicant will follow through determination of eli-
gibility, evaluation of the need for services, refertal for job search,
job search (for 5 weeks), interviews for a regular CETA job (for 3
weeks), and placement in & subsidized welfare job under this bill?

Answer

Following 18 a descnptxon of the path an applicent will :ouow thxough
wintake, eligibility determination, and job search and referial wxler .
the reform welfate system proposed in H.R. 9030. We will describe,
as.an exarple, the path of a single mother with a child between the
ages of 7 and 13,

Enrollment Actions

" The single patent applies fo: cash assistance at the local cash assist~
ance office. The cash assistance office may be State or Federal-operated,
depending on whether the particular State has elected to administer the
intake and el xgxbuxty determination functions.

After explaining the basic ¢ligibility tequitementa and employment
teferral provisions of the Program for Better Jobs and Income, an
interviewer helps the single parent complete an application for
benefits. The application form will ask for information concerning
the family's composition (i.e., other relatives who may be living

in the same household), income over the six-month retrospective
accountablé period, bank accounts, and other assets. The inverviewer
will request evidence such as birth certificates of the children,

bank books, and eatnings gtatements. If this evidence has not been
brought to the first interview, the interviewer will ask that it

be brought to the office. In some instances, the additional infor-
mation or evidence can be mailed to the office 8o that a return

trip will be unnecessary. In any event, no more than one return trip
to the cash 'aseiswoe office will be necessary.

During the first interview, the interviewer will also do several other
things which will make sute that the appltcant understands evetythmg
necessaty about the program and also receives any other asgistance
for which they ate eligible.

_ The intetviewer will:
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A.' Explain the jobs part of the program (sge below).

B. Explain that the single parent will have to fill out ’
a sinple report every month, giving information about N
her earnings, other income, and other changes in the
family's circumstances, such as a relative moving into

. the household, that may affect their eligibility

. program or their payment amount. She wil) be shown
how to £ill out the monthly report and told when to
send it in, Several copies of the report #ill be given .
to hers a new report will be mailed to the family every’
month.,

C. Refer the family to the State or local office which
handles Medicaid, social services, and emergency
assistance. It is probable that these services will
.be provided by one office, also located in the same
building with the cash assistance office. This may
not be possible in all localities simply because it
may not be possible to get adequate space, However,
every effort will be made to see that as many services
a8 possible are provided at one location.

D. Determine whether any members of the family may be
eligible for benefits from other progr&ns, such as
Veteran's pensipns vx Social Security. If this appeats
likely, the applicant will be referred to the appto-
pt iate office.

when the interviewer has all of the information about the applicant he/she
needs, this information will “e sent by telecommnications equipment from .
the cash assistance office to the computer records set up and maintained

by the Pedetal Government (probably 3 a new and separate organization

within the Social Security Administration) so that the family can begin

to receive their cash payments. The monthly cash assistance checks will

be produced by the Federal Government (probably the Treasury Department)

and gent directly to the family.

Since the applicant has been found eligible and is a single parent with
no children 6 or younger, she is told she will be expected to seek and
accept, a part-time job while her child is in schpol. (Note: this
tequitement would be waived 1f she were incapacitated or disabled.)
she 18 told’'that she will continue teceiving benefits on the high track
as long ar she complies with the job search requirements. If no un-
subsidized part-tiume job {or, it she prefers, full-time job) can be
found, after a five week period of intensive job search, she may be
placed 1n a subsidized part-time (or, if desired full-time) wotk or”
training position. If no subsidized ot unsubsidized part~time
position can be found, she stays on the full benefit payment schedule.
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The waman 18 instructed to register with the local employment and train-
ing (EST) office to begin the five wéek job search plan which will be
developed for her, The mother promptly registers with the EST office
which, in turn, notifies the cash assjstance office that she has com-
plied with the registration requirement. At the time of registration,
an assessment is made of the.woman's job readiness, and her need, if
any, for labor market otientation,job seeking, skills, training, etc.

Assuming the woman is job ready, a S-week job search plan which includes
counseling and job-training if necessary is developed. The plan combines
BT office referrals to appropriate job openings with an agreed upon
number of employer contacts which the client is to initiate. If the
woman successfully obtains a private sector part-time job, she intorms
the EST office she has accepted the job. The EsT office notifies the
cash assistance office that employment has beén obtained and, if
pguible. the waje or salary level at which she was employed. ..

The wman begins het job, reporting t.t:'ez income to the welfare office
on the monthly income and earnings statement. Any adjustments ‘in her

1

" cash assistance payment are made to reflect her earnings. She has no

further contact with the EAT agency, unless hér circumstances change —
loss of job, child reaches age of 14, etc. :

. It _the Individual is Not Job Ready

If the woman lacks recent job experience and job skills, she could be.
enrolled in an SPJ training program or placed in a subsidized part-time
Job in a project degigned to utilize unskilled workers after the five
week waiting period. In either event, the 3&T agency notifies the cash
asgsistance office that this individual will be involved in training or
subsidized part-time employment. The client reports the resulting
change in income to the cash assistance office so that her benefit is
adjusted accordingly.

Typical Status Changes . )
1.'m only child becomes 14 years of age.

The cash asgistance agency moves the family to the rediced level of
benefits and notifies the B&T agency that the mother can now be 1e-
quired to seek and accept full-time employment. The motner must
tegister with the EST agency and undergo a five to eight week petiod
of intensive job seatch. After five weeks she may be placed in a
subsidized job. If no placement has been made after eicht weeks,
the family may "flip up® to ti:e full benefit schedule. If flip up®
occurs, the individual will continue to be subject to the job
seatch requirement.

1]




2. The woman has another child, *

She notifies the cash assistance office of her change of status. She is
removed from the required to work categoty and her benefit is adjusted.
No involvement of the EsT agency. ' '

3. The woman loses her job.

. Her change in status would be reflected on her monthly income statement to °
the cash assistance agency. The agency would refer the woman to the E&T —
agency for a job search period, if tequired, and her benefits would be

adjusted accordingly.

Q.MMnﬁ:iumwloyedm. .y

The family's income and assets would determine cash assistance eligibility.
A determination would be made as to the primary earner and participation
under the patents title wuld be based on this determination. |

S. The woman.seeks and obtains a full-time job — either in the private .
sector or iy the subsidized public sector. J,

If the referzal is made by ‘e E&T agency, it informs the cash assistance
office of the placement. Her increased earnings would be reported on her
monthly income statement 80 that her benefits-will be adjusted accordingly. *,

Var iation . J ;

An unemployed single parant may not be eligﬂLlc for cash assistance because
he/she possesses excessive income and assets. Nevertheless he/ she is -,
seeking a job. The individual would undoubtedly apply to -the E&T agency
_for Unempl t Insarance benefits, if eligible and be referzed to the
Bmployment Sefvice for job referral and placement services. The individual
would be entitled to the normal range of labor market services. Depending
on ones economic and demographic status he/she could be referred to a
non-welfare related training, PSE, or work experience opportunity under
Titles I and II of CETA ot to a State funded non-profit sponsored employ-
ment and training p.ogram. However, since the person qualifies as a
principal or sole eurner in a family with children, he/she is algo

eligible for a subsidized job placement after the five week job search
petiod has been satisfied. g S

The above individual could register with the cash assistance agency

but would not. be eligible for benefits mnless his or her income and

assets were reduced to the prescribed eligipility level.

0'.\ 1 - . .
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Question

Mr. Secretary, single parents would not be "expected to work® if they
have very young children — under the age of 7 years. To some, this rul-~
may imply that children in elementary school don't need their mother

at home. If the age standard were raised to 13 years, do you have data
to indicate how that would impact in both of two ways:

1. The additional cost of "upper tier® benefits for single parents
with children in the 7-13 year age bracket; and

2. The reduction in the number of job oppotﬁmities that would
be required (which would constitute an offsetting savings
from the additional benefit costs)? ~

'Answet

Under H.R. 9030, single parents with childrer 7-13 years of age are

only required to senk and accept a part-time job during school hours..

If such a job cannot be foynd, a single parent is not required to wor

and will Teceive benefits at the higher benefit schedule. If these .

parents were not' required to accept pert-time enployment, we have

estimatad that it would raise the cost of Pederal benefits $240 mundQ

in PY7E. It is estimated. that such a change would also decrease the

demand. fo. jobs by 38,000 slots, or $270 million, resulting in a

net dec:ease in Federal costs of $30 lion. State costs for their

sharc of basic benefits and supplementss, huwever, would increase

$120 million, resulting in a net Pededal and State cost incréase

of $90 million. '
A}
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Senator Nepsos. 1 wish to say 1 think the administration has
donea very fine job of detining a program to targel in a constructive
way on a very important problem. and 1 have not seen any better
one or any one as well done as this, If our assumptions are within
the ball park on how many people will work and =0 forth and so on,
I think that this will result in engineering a rather dramatic change
in welfare programs in this country to the good,

Thank you.

secretary (artrano, Thank you.

senator Crarer. One gquick question. Mr, Secretary,

This will relieve the States and impose on the IFederal Govern-
ment u very substantial snm of money. This i= what von weye talk-
ing about before, [0 or 13, or whatever it is. is that correet?

Seeretary Canieaso, That i correet, Wo estimate it will provide
almost %2 hillion in fisenl *elief to the States,

senator Cuaree, $2 billion?

Seeretary Cavtieaso, $2 billion,

Senator Criaree, 1 see, Thank yon very mueh,

[ Whereupon, at 1031w, the committee adjourned, subject to
the call of the Chair]
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