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.. Foreword

Ques:ions of welfare reform are inherent in the modern democratic
state. Debaters will be applying their attitudes and insights about the
United States welfare system throughout their adult life. Since the
three topics of poverty, income maintenance proposals, and federal
employment guarantees are interrelated, students will gain from ap-
plying the analysis in this book to the development of their actual
case. The ERIC First Analysis should serve as a framework from
which students, coaches, and judges can evaluate the issues, argu-
ments, and evidence present in sustaining and reforming the welfare
system. S

ERIC First Analysis, published annually since 1973, provides de-
baters with guidelines for research on the debate resolutions selected
by the National Federation of State High School Associations. It in-
corporates an instructional approach designed to avoid ‘‘structured’’
cases and ‘‘canned’’ evidence. Periodic surveys of teachers of debate
have indicated that the ERIC First Analysis has proved to be an ex-
cellent resource for students to begin their study of issues and argu-
ments. o

The ERIC First Analysis of the 1984-85 National High School De-’
bate Resolutions is published by the Speech Communication Associa-
tica in cooperation with the Educational Resources Information Cen-
rer Clearinghouse on Reading and Communication Skills (ERIC/
'RC$). The ERIC/RCS Clearinghouse is supported by the National In-
stitite of Education which has as one of its missions the dissemina-
tioh of knowledgeto improve classroom practices. This ERIC infor-
mation-analysis paper is unique in that it is intended for direct use by’
high school students as well as by their teachers.

To be a “‘first’” analysis, the manuscript must be prepared in a peri-
od of six weeks aftér the February announcement of the national de-
bate topic. The author's thorough analysis of issues and sources in sO
short a time and his adaptation of the analysis to the needs of high
school debaters are tributes to his experience and excellence as a fo-
rensics educator. |

Don M. Boileau " Charles Suhor
Associate Director ~ Director
Speech Module, ERIC/RCS ~ ERIC/RCS



1684-85 High School Debate
Problem Area and Resolutions

How can theé federal government
best decrease poverty in
the United States?

Debate Resolutions

Resolved: That the federal government should guarantee a minimum
annual cash income to all United States citizens.

Resolved: That the federal government should adopt a negative in-
come tax to assist all United States citizens living in pov-
erty. i )

Resolved: That the federal government should provide employment
for all employable United States citizens living in poverty.

vi ‘ 7




Preface

. The purpose of this publication’ is to provide a brief overview of the

: 1984-85 high school debate resolutions. The decision-making process
for selecting the problem area and resoluuons is different from the
system used for determining the college debate topic. Last December

" the National Federation offered three problem areas and nine resolu-

. tions for consideration. After five weeks of balloting by the various

" state and national forensic representatives, the topic area of the Unit-
ed States welfare reform won the referendum. The final resolution,
however, will not be determined until December, although an early
preference has been shown for the federal employment topic. All of
the specific resolutions are closely related to each other, and some
case areas are interchangeable.

r Whichever resolution is finally selected, the debater will have a tre-
mendous amount of researcii material to assimilate. The four chapters
of this book are intended to prepare debaters for their own efficient
investigation of the problem area. The four chapters are: (1) getting
started, a review of useful information on researching the topic of
welfare reform; (2) an overview of the problem area of poverty; (3) in-
come maintenance programs: guaranteed annual income and negatwe
income tax; and (4) empioyment for the poor.

Since this text was written early in the debate year, it cannot en-
compass all possible positions that could be developed under any of
the resolutions. This publication should be used to establish early re-
search priorities on the most likely affirmative and negative argu-
ments. Also, it provides a general overview of the kinds of issues
likely to be discussed under the welfare topic.

The opinions expressed in this work do not represent the official
position of the Speech Communication Association. In most in-
stances, the consensus view of debate theory or the welfare system is
presented, which may not represent the personal view of the author.
As a general rule, this text emphasizes the practical rather than the
exotic. the likely rather than the unlikely.

The planning, research, and writing for this publication were done

by the author, Editing and proofreading assxstance was gratefully ac-. . ...

cepted from Christine Risley Wagner-—

The task of compiling the material and finishing the manuscnpt un-
der rigorous time constraints has been made easier by the patience
and understanding of both my family and the staff, students, and fac-

vii
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ulty of the Department of Communication Studies of California State
University. The information in this publication is intended to benefit
debaters and coaches. and to introduce an exciting topic of vital im-
portance to audiences and judges alike.

David L. Wagner



1. Getting Started

The Beginning

A basic step in the process of library rescarch is to develop a method
for discovering those topic areas that require priority attention. This
publication encourages the **brainstorming’’ technique often used by
business or academic groups to generate ideas. Such an approach
adapts easily to the needs of debate squads. Coaches and debaters
should discuss possible case areas and issues likely to emerge on the
poverty topics. This exchange should encourage all members of the .
group to volunteer information or contribute their ideas. The,rules are
‘easy to establish: (1) evaluation and criticism by group members are
forbidden: (2) all contributions are to be encouraged: (3) an attempt is
made to create the greatest quantity of ideas; and (4) a combination of
ideas and solutions is sought.! A master list for the squad should be
kept on concepts for cases. topicality arguments, and potential advan-
tages or disadvantages. .

This debate squad session does not have to be totally unstructured.
The quality of the exchange would be enhanced if a few general arti-
cles on current issues of poverty’and the federal government's aid
programs were read first. Another preliminary step is to review other
debate topics for similarities to this year's resolution.| For example,
within the last ten years, two high school topics have dealt with pov-
erty and employment: and within the last seven years. two college
topics have touched on similar issues. Many of the arguments raised
under these resolutions continue to be relevant to analisis of the cur-
rent problem arca. ' /

Research Procedures
Once a list of concepts has been accumulated, it becomqhs necessary
to organize research-assignments.-A-number-of questions-mustbe— -
considered when making such assignments. Is it important.to research
an affirmative case first? What areas can be.covered with the sources
‘readily available? What cases are likely to be run early in the year?
Answers to questions like these will determine which ideas must be
considered primary research objectives.

After a preliminary list has been developed, the most systematic

4 . : ) l
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2 Gerng Siarted

method of rescarching 1s to compile brief bihliographies on cach of
the major 1ssues or case arcas. Although seme debators are good
chasing down obsaure footnotes in books or ituitively tinding usetul
publications, the best and maost comprehensive method is to consult
the hibrary card catalog for books and indexes for periodicals or jour-
nads. Poverty and employment provide a umque opportunity to utilize
a wide varniety of -hibrary resources. Debiters will consult material
from such diverse academic areas ad medicine, crinvnal justice, busi-
ness, economics, law, and sociology’

The card catafog s the main source for focuting books in the li-
prary. This catslog 15 indexed under subject, author, and book title.
There are also special reference sources for business and economic
topics. For example, Business Information Sources, the Encyclopedia
of Businesy Sources, and the Encvelopedia of Economics are valnable
general works  1f the amount of reference material seems overwhelm-
ing, several options are evaiiable to the debater. ‘

First. most hibraries have trained reference hibrarians who will give
assistance if requested. Secopd. various books explain reference
sources in greater detail. Some good examples are The New York
Times CGuide to Reference Materials 2 Government Publications and
Their Use.' and Guide to Reference Books.* A third option is having
a rescearch service compile a bibliography on séiected topics. A fee is:
charged by many university libraries or rescarch organizations for
computer retrieval of this informition.

Indexes and Abstracts

Most indexes or abstracts are organized topically by subject headings
and by author. While un index supphies basic information on when
and where an article was published. abstracts offer the added attrac-
tion of providing a short summary of the publication. Typical subject
headings on these resolutions would include income, welfare, pover-
ty. hunger. work. public works, and emplovment.

The Reader’s Guide to Periodical I.ilcrulurc\is perhaps the most

-y widely available resource index in the United $States. Available in

most public and school libraries. this research aid surveys over 150
popular magazines covering issues of current aews value. Govern-
ment documents will be extremely valuable resources on this year's
topic and can be found in several sources, including the Monthly Cat-
alog of U.S. Government ‘}’ubli('un'uns and the GPO Sales Publica-
tions Reference File.

Nationally distributed newspapers also provide indexes to their
publications. The New York Times. Los Angeles Times, Christian Sci-

11

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

Getiing Nearge d 3

snee Monoes Wasrancton Post, and Wal! Sireet Journed are ail re-

spected puper. with aindexving systems avadable o many hhranes.

Whife most foca! newspapers will aot have published indexey wvail.
able, some hbraries will clip and fite artucles on important topics,

Also, New<Buank collects articles from local papers and placss them

on microfiche. Other special indexes »hould prove useful for ¢ carefui

consideration of the welfare svstem. Among them are:

Business Periodicals Tde _
Indexes a wid. range of magazines .nd journals of inteiest in
those in business,

Crimnnal Justice Abvtraces

Centains ariicles on current tepivs abou: the weltare system
Lengthy abstracts of domestic and toreign criminal jusizce jour-
nals.

HRIS Abstructs (Highwas Research Information Serviceg
Covers internatiopal reports and journals published on trans.
poration. highway design. drainage. safety and cornstruction,
traftic control, measurement and flow. legal studies. soil scis
ences, urban transportation, land usc. and community values.,
Published quarterly by the Highway Research Bouard of the Nae
tonal Academy of Science.

Index Modicies

Indexes international medical hterdture and references several
thousand journhls. Human health! biometry, botany, chemistry,
entomology. physics. psychology ! seciology. veterinary mesh-
cine, zoowogy. and environmenial publications are indexed. Pub-
lished monthly by the Nutional Library of Medicine.

Index to Feval Periodicals

Indexes Amerigan legal periodicals. Contains beok reviews and
case mdexes. Printed numerous nmes duning the year.
Psvchological Abstracts

Summutrizes (nonevaiuatively)y over 850 journals, reports. and
books. Updated monthly.

Public Affuirs Information Service Bullein

Reviews over 6K government and busimess publications, gov-
ernment documerts. Presents a brief abytract of relevant aris-
cles, '
Selected References on Environmental Quality ey It Relates to
Health

Indexes 2.300 biomedical periodicals. Includes pollution.
pesticides, drugs. ecotogy. and the environment. Published
monthly by the National Library of Medicine.

12
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.

Social Sciences Citation Index
Indexes authors in social science research.

LS

Social Sciences Index .
Updale~ of over 270 periodicals and Journals in the social sci-
* ences. Published quarterly. « _ A

Sociological Abstracts N
Covers a broad range of domestic and foreign Joumal articles re-
lated to the field of sociology.

. * “
i

Sources

The preferred method for systematic research on any topic is exter-
sive use of indexes or abstracts. However, a time lag exists between
: the publlcauon date: for journals or penodlcals and their inclusion in
. vanous indexing systems. While it is- unlikely- that the-economy- will -
‘achleve full employment or that poverty will be eradicated in a’
month, it is important that each debater keeps current with shifts in
. the unemploymem rate or the actions of Congress, the presidgnt, and
the state government. The best single recommendation is a thorough
reading of 2 good daily newspaper. In addition, popular news week-
lies such as Newsweek Time, or. U.S. News and World Report should
“be examined pcnodlcallyfor trmcly articles ormajor issues.”™ ™ -
There are also a large number of businéss magazines which should »

be read each month. This list would include: -

Barron's
Current o
Business Weck 2
Dun's Review
Forbes
Fortune . o i ’
\ Nuation's Bmmew ‘ X SR

g \_ The Eco*zom:;)

Other publicati hat may be less well known to the debater but .
are important sources of evidence include the Qongresatonal Record,
which is the official account of the activities of Congress. Also, Cur-
rent History devotes several summer issues o articles on the high
school topic. In addition to these publications, there are many works

that contain a number of articles relating to poverty, welfare, or em-
ployment. A sample includes:

"3, ﬂ"i‘-: _»' . N o,
R N T
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American “fconomic Roview™~s__
Publishes original research and critiques on economic issues.
Most high school students will find this difficult reading. Pub-
lished quarterly. .

Monthly Labor Review '

Includes articles and statistical data related to employment and
unemployment. Official publication of the U.S. Department of
Labor; prepared by the Bureau of Labor Statistics.

Public Welfare

Contains numerous articles on a variety of topics relevant to the
1984-1985 debate resolutions. Published quanerly by the Ameri-
can Public Welfare Association.

Review of Economics and Statistics

Reviews economic and statistical information. Published quar-

terly by the Department of Economics at Harvard University.
[

Sociul Policy
Includes a number of general interest articles on poverty and
employment programs. Published quarterly.

!

Social Securiry Bulletin
Contains both articles and statistical information en poverty,
welfare. and government programs. Published monthly by the
Social Security Administration.

Social Work

Covers topics of interest to those in social work and social wel-
fare. Published monthly by the National Association of Social
Workers.

Primary Data

While there are certainly court cases and statutory exactments which
will be cited on this year's topic, most debaters will not spend much
time researching primary legal documents. It is more likely that data
from services such as the Statistical Abstract of the United States,

"the American Statistics Index. the Statistical Reference Index, or

readily available almanacs will be used. Articles in research-oriented
journals such as the American Economic Review or the Review of
Economics and Statistics will require rudimentary knowledge of re-
search methods.

‘Figure | provides a graphic representation of the research process

“described in this chapter.

'
I

'



6 : ‘ ‘ Getting Started

ISSUE RESEARCH METHODOLOGY

Brainstorm

!

Select Issues

!

Read Background ;
Material : .

oS

Refine Issues

i
' ! i i

“Check ~ |~ |~ "Check™ || "Check ~ | |~ Check |
Guides to the *‘Library of Indexes and {  Periodical
Litetature Congress Catalogs to ' Indexes
and Subject - | Government . 1
Statistical - Headings™ Documents Check
Sources and Card _ “Directo
Catalog of lry
Periodicals"
'
Reference Browse United Periodical
Sources - Books on States and Articles
Shelves in State and .
. Subject Area Local
/ Documents
. '
/ )
Take Notes

from Sources
!
Type on Cards
l B
File
- . B ]

Use iﬁ Debate

Figure 1. From: Kristie and Kong, General Business Research: Selected Sources, Cal-
ifornia State University~Sacramento Library.

.




O

ERIC

Aruitoxt provided by Eic:

I

Getting Started ' 7
Evidence Transcription

The final result of this research effort is the gathering of usable evi-
dence to support arguments on issues raised during a debate. This ev- -
idence should meet commonly agreed upon standards for debate
evidence. Among those tests of evidence mentioned by authors of ar-
gumentation textbooks are: (1) expertise of the author; (2) unbiased
reporting of information; (3) timely information; and (4) verifiable
sources of data. '

* . In addition, full source citation should be available for each unit of

evidence used in a debate. Coaches involved with both high school
and college debate are increasingly concerned ap/but the challenges to
information used during debate rounds. Contestants are responsible
for knowing and following the rules and regulations required by their
leagues, state associations, and the National Forensic League on

. source citations and challenges to evidence.

Some debaters carry copies of important affirmative and negative
sources to answer immediately requests for clarification. A caution
_sounded in a prior ERIC First Analysis deserves repeating: *Particu-
lar problems often arise when evidence is paraphrased or when seem-
ingly irrelevant information is edited out. As a general practice, this

.-~ type of editing should be avoided.’’> An example of a file card which

contains a full citation is provided in Figure 2.

SAMPLE CARD

(1) F3
(2) Targeted Programs
(3) Bernard Anderson; (4) Director, Soc’iz‘;al"Sciences Division, Rocke-
feller Foundation; (5) U.S. News; (6) Sept. 5, 1983; (7) p. 27.

(8) In addition to sustained and Vigorous economic growth, what Ywe
need are targeted education, training and job-creation policies designed
to zero in on those sectors of labor surplus that are surely going to exist
no matter what happens to the rate or growth for the economy as a
whole.

(9) DF 1004

Figure 2. The numbers prefacing various parts of the sample card refer to the following:
(1) code number of section for refiling, (2) brief synopsis of the content of the evidence,
(3) author of quotation, (4) author’s qualificatjons, (5) source, (6) date of publication, (7)
page. (8) one central concept of evidence, (9) initials of student researcher and con-
secutive number of total evidence cards researched by this debater.

18



8 . ‘ . Getting Started

The research process outlined here must continue throughout the
year. Any topic will undergo substantial changes as the school year
progresses. Professor Henderson's warning from the 1979-1980 ERIC
First Analysis on a prior high school topic is still a valid observation:

Those of you beginning to debate the new topic will want to
broaden your reading, consider the implications of this first analy-
sis, and discuss -the potential implications with others. A debater
should never rely on a narrow base ‘of information, whether it be
a compilation of viewpoints similar to First Analysis, a single
news source such as a news magazine, a debate quote handbook,
or the coach of a debate squad. Instead,.the debater must broad-
en her or his understanding of the political context within which
the subject is being debated, and then exhibit that understanding
to the reasonable, prudent, thlnklng individual who serves as
judge for the debate.®

v If the following chapters establish the framework for forry/lating a
N systematic consideration of this lOplC their purpose has been accom- -
phshed

17
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2. The Problem Area: Poverty
in the United States

How can the federal government best decrease poverty in the
United States?

- Overview

Until the Great Depression of the 1930s, the responsibility for meet-
ing the needs of the poor was left to a large extent with the local com-
““munity, church, and family. The American myth of corporate
- -millionafres who began their business careers as'newly arrived immi-
grants allowed n\o\ room for a permanent underclass. This ‘‘rags to
riches’’ story was populated with those who were poor because of
circumstances beyond their control—the widowed, orphaned, or dis*
abled. These untmunates' would be reliant on the county poorhouse
or private charities for care if they had ro family to provide for them.
The severe economic dislocations of the 1930s led to large scale gov-
ernment programs %o provide jobs for the employable and income
support for the needy who were unable to work. Douglas Greenwald,
editor in chief for the Encyclopedia of Economics notes, ‘‘Most social
legislation during-and after the Depression assumed that 'poverty
would be limited to a small group of people with little attachment to
the labor force—retired, disabled, and widowed persons..These peo-
ple would be cared for by the income support system established by
the Social Security Act of 1935.”"! In the early 1960s, the public was
shocked to discover widespread poverty in the midst of prosperity.
The concern of Presidents Kennedy and Johnson led to the ‘‘War on-
Poverty’’ beginning in 1964, Since that time, programs to aid the poor
have grown from $2.2 billion in 1965 to over $72.5 billion in 1980.
Every American president since Johnson has’tried to reform this
complicated welfare system. Most have met with only limited suc-
cess. Greenwald explains why little progress has been made:

Congressional conservatives shunned the high budgetary costs
and the reliance on work incentives rather than work require-
ments in these proposals. They also objected strongly to the con-
sequence of keeping benefit reduction rates reasonably low—
lower-middle-income people would have béen eligible under some
proposals. Liberals would not back programs which offered less-

3 1,8
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10 ’ : The Problem Area: Poverty in the United States

than-poverty-line incomes to those who could not work and re-
duced’ payments below the amounts available under some eXisting
programs. A political stalemate ensued.?

This impasse continues to exist under the Reagan administration. So,
debaters will once again have the opportunity to argue modifications
in our public policy toward poverty.

This chapter will concentrate on a number of general issues which
are common to the problem area and three specific debate resolu-
tions. Initially, the basic difficulty with defining or measuring poverty
will be explored. Then the question of which level of government, if
any, should be involved with attempts to eliminate this problem will

_be addressed. Third, the issues involved with targeting these reforms
tq U.S. citizens will be noted. FinallY, budgetary and spending issues

B

‘will be briefly discussed.

S
I
L =

|

Poverty i

Who is poor? The Encyclopedia of Economics_notes: “*Poverty isa
condition of material deprivation, usually défined as-a lack gf/money
income relative to some poverty threshold.”"3 This level of need is in’
relation to the economic resources available to other members of so-
ciety. An explanation of this concept is offered in a recent edition of
America magazine:

Poverty is a relative term. Most people who would be considered
poor in the United States are, when compared with other coun-
tries or other historical periods, relatively well off. Refugees
starving in the third world would look on our poor with envy. On
the other hand, the unequal distribution of wealth in even a pros-
perous society means that some are poorer than others.

Despite problems in determining who is poor, it-is extremely impor-
tant that some poverty line be drawn. Donald Chambers, professor of
social welfare at Kansas University,//’explains: ‘
Q Any attempt to discuss poverty as a social problem must begin
with its definition—one that ff€asures the demarcation of the
poor from the nonpoor. Moreover, what is needed is some public

consensus about what constitutes poverty—that is, a social norm
about where poverty begins and ends.S )

Depending on the definition of poverty which is utilized, between 14
miilion and 45 million Americans are poor. A potential variation of
over 30 million people who might be eligible for the benefits advo-
cated by most affirmative teams is a significant policy issue on this
year's topic. v .

19
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The Problem Area: Poverty in the United States . i1
Measurement .

Poverty is both a fixed and a relative economic term. The U.S. Cen-
sus Bureau reports a fixed income measure of poverty. For an urban
famlly of four, the poverty line in 1982 was $9,682 a year. By this
measurement, over 34 million Americans lived in poverty. This index
is adjusted upward to account for changes in the Consumer Price In-

dex (CPI) and reflects a minimum or subsistence level of existence.

An example of a relative measure of poverty is provided by the Bu-
reau of Labor Statistics’ data which indicates *‘the average family
needs $15, 323 to maintain even a low standard of living and $25,407
to live mod.rately, while $38, 060 would purchase a high standard of
living. The median income for a family of four was $24,332 in 1980.""6

These figures compare how certain families relate to the incomes
generated by others. Professors Danziger and Gottschalk indicate that
one relative concept of poverty would include all those families with
less than half of the national median income.”

The **official”” poverty index is the one offered by the U.S. Census
Bureau. An August 1983 article in Forbes explamed the history of this
measurement:

The official poverty level was first set in 1961 When the Social Se-
curity Administration devised an economy food plan with the Ag-
riculture Department, set at the cost of a minimum adequate diet.
On the assumption that a family spends one-third of its income on
food, this figure was then muitiplied by three. Since then it has
been adjusted only to cover inflation.®

Y

Forbes went on to describe the particular survey methodology used
to determine these poverty statistics:

In theoretical terms, the poverty statistics are thought to be pret-
ty good. They are cellected through monthly Labor Force inter-
views for the Current Population Survey, where 61,500 house-
holds are interviewed. Every March a supplemental interview is

, included, some by phone, some in person. The 1,500 interviewers
are said to be among the best-trained in America. Each household
in the survey is interviewed for four months and, after an eight-
month gap, for four more months.5.

Despite the existence of this ‘‘official”’ poverty line, it has not been
used to determine benefits for most major income maintenance pro-
grams For example:

In thc last ten years, almost none of the programs for Aid to Fam-
ilies with Dependent Children (AFDC) had a needs standard for
detérmlmng cash benefits that was equal to the poverty line; most
proérams have been substantially less generous.
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None of the major social insurance programs (Social Security;
Old Age, Survivors, and Disability Insurance (OASDI); unem-
ployment compensation; and workmen's compensation) are relat-
ed to the poverty line. All these programs are based on workers’
contributions. )

None of the benefit standards of the Supplemental Security In-
come (SSI) program for the -aged, disabled, and blind are equal to
the poverty line in any given year; they are less by some $9060 to
$1,000. : § ,

The federal food stamp program has, over the years, allowed re- -
ceipt of benefits by persons or families with incomes 12 to 25 per-
cent above the poverty line.!0 B

This widety publicized index developed by the Census Bureau is used
by, the press and politicians as a yardstick for gauging the number of
individuals who need government aid or assistance. However, this
statistic is only marginally successful in measuring poverty. '

Errors

There are hazards involved in the use of any data. These difficulties
are multiplied when referring to poverty statistics, which ‘‘are proba-
bly the worst federal statistics ever developeq;" says presidential spe-
cial assistant Robert Carleson.!! The most common indictment of
these statistics is that they do not 'adequately measure poverty. For
example, in deciding who is above or below this line, the statistics do
not count the value of noncash transfers (in-kind benefits) such as
food stamps, school lunches, Medicaid, or subsidized housing. ‘‘Nor
does it include the income value of assets such as a house or the pos-
sibility of drawing on savings.”'!12 The magnitude of these norncash
transfers is revealeéd by the results of a 1979 Census Bureau survey:

Using statistics from 1979, the Census_Bureau found that under
its current method. of measuring poverty there were 23.6 million

poor people, 11.1 percent of the population. But when a dollar

value was applied to in-kind benefits from the Government, based
on what it would cost to buy these benefits in the marketplace,
the number of poor people dropped to 13.6 million, 6.4 percent of
the population.!3 C :

Another problem is that the food budget griginally used as the baseé
for the poverty stagis'tic was not adequate to sustain nutritional needs.
Mollie Orshansky, the economist employed by Social Security to de-
velop the initial ‘‘poverty’” line in 1962, concedes that the food bud-
get used was not the standard low-income budget but a special *‘econ-
omy’’ budget that nutritionists said was only for emergency short
term use. In addition, the a’étual official poverty line was set 20 to 25
percent below the U.S. Department of Agriculture’s benefit level.



The Problem Area: Poverty in the United States ) 13

Orshansky believes that the cumulative effect of this underestimation
of food needs results in a poverty index which is currently 40 percent
too low. 4 '
A final gencral concern centers on the use of the Consumer Piice
Index to adjust the poverty line. The CPI is a measurement of the
prices for a fixed ‘‘market basket' of goods and services established
ten years ago. Buying habits have changed since then and the CPI
market basket contains items such as mortgage payments which are
not likely to be purchased by the poor. In addition, the CPI is not a
' good indicator of the proportion of family income now spent or: food.
“*Food typically accounts for a considerably smaller fraction of family
outlays now than it did previously, so that a newly developed poverty
index would probably have to multiply minimal food costs by five in-
stead of three to establish overall need-level.”’!5 In the other direc-
tion, ‘the CPI has not measured the true rate of inflation for food
..-items. *‘By 1979,". Chambers notes, ‘‘the food index had increased 15
~percent more than the total CP1. This.resulted-in- the-effective reduc-'
tion of the poverty line.’’16

* Impact

What is the impact of our inability to determine the true number of
poor in America? At its most basic level, it will be virtually impossi-
ble to determine the true costs of proposals-aimed at providing jobs or
income support to all the poor. The risk is ever present that too strict
a measure of poverty wili miss some people who are in need while an
expansive measure will include some who are not needy. A common
indictment of the status quo’s approach of income maintenance is the

. alleged number of freeloaders or frauds who sign up for assistance.
This problem could be greatly increased if a program of additional in-
come benefits were established.

Government Involvement

Historically, the family or private organizations operated as the first
line of defense in dealing with those in need. As a system of public or
y  government welfare systems developed, reliance on earlier types of
support diminished. Today the private sector does very little to meet
social welfare needs. In contrast, government involvement in the area

of human services has dramatically increased.
This section of Chapter 2 discusses the use of volunteers and pri-
vate contributions to replace public funding for welfare. The different
levels of government involved in funding and administering jobs and

¢ 22 "v\
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poverty programs are then discussed, with particular attention given
to the concept of federalism.

Private Sector

During his campaign for the presidency in 1930 and his first years in
office, President Reagan has advocated an increased use of volunteers
and corporate donations to meet social needs. In the fall of 1981,
President Reagan said he was ‘‘counting on voluntary strength as we
turn from government dding for us that which we best do for our-
selves.”!” Not only would assistance from the private sector reduce
the expenditure of public funds, but it would also deliver services in a
manner preferred by the poor. Robert L. Woodson of the American
Enterprise Institute notes:  °

e = omeeAs two-independent-studies-have-shown;-when-people-are-given-a———-—-—
list of eight possible sources of help, the first seven preferred are
always neighborhood people—~family, neighbors. hairdressers,
ministers, and the like. The poo\r\lurn to professional agencies
only as.a last resort. yet this resource of last and least preference
is the one we have been funding.’8 ™

There have been some notable success stories involving private
poverty assistance programs. Corporations in Baltimore have pooled -
resources to keep job anc service programs operating; Dade County,
Florida, has developed a network of volunteers to give support to the
elderly: San Diego staffs recreation programs and programs for the
aged with volunteers; local community organizations have set up food
banks to aid the hungry.!® Unfortunately, this increased reliance on !
the private sector is occurring at the same time that such agencies are
undergoing their own fiscal crisis. Federal funds which account for.as
much as 35 percent of the income of nonprofit organi;atibns*ﬁav.e
been curtailed. The recent recession has led to a leveling off of busi-
ness philanthropic activities. In addition, changes in the. federal tax
laws have reduced the tax advantage of charitable donations. The ef-
fect of these factors will cause most nonprofit organizations to reduce
their level of services. Decker Armstrong, the director of policy anal-
ysis at Public Strategies concludes: “‘[Clonsequently, major new as-
sistance in meeting human needs by the private sector seems un-
likely.’’20

There are other barriers to large scale use of private welfare pro-
grams. Many organizations are not structured to effectively deliver
social services. Others may not be interested in aiding controversial
causes or providing free services which would reduce the number of
paying customers for profit making businesses such as nursing homes,
rehabilitation centers, and chi%‘i;fr‘étemers.%’ What is true of organi-

[
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zations is also true of individuals. Cilla Brown, director of the Camp-
bell County Department of Social Services in Virginia, warns that
volunteers have their own norms and values which dictate the type of
program and people they will help. S

Volunteers want to help people who are willing to help them-
selves or demonstrably cannot help themselves. Less than 10 per-
cent of all charitable gifts made annually in this country is for so-
cial services. A breakdown of how volunteers give their time
shows that 10 percent is donated to educational programs and 8
pereent to health activities, while only 3 percent is given to the
social welfare field.

analc agencies provide numerous benefits as a source for deliver-
ing social services. Professor Gronbjerg of Loyoia University of Chi-
cago cites these unique advantages of a private welfare system whlch
would complement government- provnded assistance. However; he is
forced to conclude:

Most private welfare agencnes will not.be able to meet lhe in-
creased demand for services and benefits without increases in in-
come and/or restructuring of their programs. Salamon and Abra-
mson (1982) estimated that nonprofit organizations would need to
increase their total revenues by 349 in 1985 over 1980 (in con-
stant dollars) to compensate for the federal service cuts. For pri-
vate philanthropy to fill the gap would necessitate an increase of
80%%-90%% per Year in private voluntary donations. This is at least
eight times greater than the highest growlh in phllanthropxc dona-
tions ever achieved.?3

The inability of the private sector to meet the demands for social
services means that the government will remain the predominant pro-
vider of funding and delivering such programs.

Federalism

The issue of federalism is deeply involved with current discussions of
welfare reform. President Reagan has promised a major change in the
relationship between the states andethe national government. This
**New Federalism'* is explained by Eizenstat and Kahn:-

There were three dasic components to President Reagan’s origi-
nal proposal. Th: first was a *‘swap’* by which the federal gov-
ernment would assume full financial responsibility for Medicaid,

- while the states would assume full responsibility tor the food
stamp program and Aid to Families with Dependent Children
(AFDC). The second was a ‘‘turn-back’" to the states of about - ;
forty categorical and block grant programs. The third was a tran- /
sitional trust fund. to be phased out by 1991, that ostensibly /
would equalize for the states the advantages and disadvantages/
resulting from the swap. The fund wouid also provnde funding ml-’
tially for the turn- bacl\ programs.2? /

/
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Federalism refers to the sharing of responsibilities between the
state and federal government. This year's problem arca and debate
resolutions call for the federal government to be the agent of change
for income maintendnce or guaranteed employment. In this context.
the *"federal government™™ usually refers to the national government
housed in Washington. D.C.. as contrasted to the various fifty states.
The thrust of these propositions is to Keep the federal government a

"major force in this area of domestic policy. a position opposed by our

current president. Reagan supports a return of domestic affairs to the
states who were primarily rcsponsibl& for the wclfare of their citizens
before the "New Deal™ of the 1930s.

The issue of which level of povernment is responsible for the provi-
sion of assistance to citizens is as old as the debate between Madison
and Hamilton on the role of the federal government. In The Federalist
(No. 45) Madison described his view of dominance of the states:

The powers delegated by the proposed Constitution to the federal
government are few and defined. Those which are (o remain in
the state governments are numerous and indefinite. . . . The
powers reserved to the several states will extend to all the objects
which. in the ordinary course of affairs. concern the lives. liber-
ties. and properties of the people. and the internal order, im-
provement. and prosperity of the state.>*

Hamilton. however. relied on the general welfare clause to argue for
broader powers for the federal government: ““The phrase is as com-
prehensive as any that could have been used because it was not fit
that- the constitutional authority of the Union. to appropriate its reve-
nues. should have been restricted within narrower limits-than the gen-
cral welfare, and bécause this necessarily embraces a vast variety of
particulars which are susceptible neither of specification nor of defini-
tion."2¢ Hamilton's position was accepted by the Supreme Court in
the 1930s and is the basis for extensive national involvement in wel-
fare and employment programs. , .

Compounding this ideological struggle is a question of which level
of government can best meet the present needs of U.S. citizens. {t is
claimed that the states are closer to the people. better able to respond
to true needs with a minimum of red tape. and more capable of devel-
oping innovative approaches to solving problems. It is also claimed
that only the fe leral government has sufficient resources to fund ma-
jor domestic programs with an ability to climinate program disparities
between states. Eizenstat and Kahn criticize Religan’s approach to
federalism and offer their own idea: '

The president is correct in calling for a new federalism and focus-
ing attention upon intergovernmental relations. It is time for a
new federalism. but not President Reagan's version. Rather. a

»
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new federalism must recognize greater national uniformaty of 1n.
come-maintenance programs: continued federal assumption of re-
sponsihilities states, localities, and the private «ccter are unable
nr\un\txllmg to perform: further program reform consolidation
and simplification at the federal level: greater state respon-
sibilities for programs with a pramarily focal impact. and more
state and local discretion in administration 37

The issues involved with federal involvement in welfare and employ-
ment are sure to be vigorously debated.in many rounds dunng the fo-
rensic’s season.

LS, Citizens

All three debate resolutions call for changes in policy for U.S. cit-
izens. In the United States. citizenship is defined by the Fourteenth
Amendmentto the Consutuuon as follows: **All persons born or nat-

-uralized in the United States and subject to the jurisdiction thereof

are citizens of the United States and of thé State wherein they re-
side.”" 2% This definition and. by extension. the debate resolutions. ~x.
clude refugees and immigrant aliens. These groups are a large scg-
ment of the American population. Several hundred thousand -
Viewnamese. Cuban, and Haitian refugees-Wave 4rrived in the United

~ States during the past decade. In addition. 270,000 other legal tmmi-

grants are allowed into the U.S. cach year.*® There are also between
3 and 15 million itlegal alicns living and working tn the United
States.*® Thus, the number of noncitizens who may need the benefits
of affirmative plans is quite sigrificant. However, a strict reading of
the terms of the propurtions would deny access to these millions of
noncitizens.

Present Svstem

The status quo offers i ixed set of programs to those who are not
U.S. citizens. David North. the director of the Center for Labor and
Migration Studies for the New TransCentury Fonndauon provides

-, the following general information:

Refugees have government- rc«.ogmzcd needs and theretore bet-
ter-than-average access to income-transfer programs.

Legal immugrants are treated almost——but not quite—iike citizens’
in income-transfer programs.

llegal immigrants are chigible for most social insurance program
benefits and are generally inchgible for most welfare programs.

Nommmigrants® eligibility for income-transfer programs varics
~ widely from program to program and from nonimmigrant class 10

- 26
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nonimmugrant class. t Nonimmigrants are admitted temporarily to
pursue @ particular acuvity, for example, diplomats, tourists, stu-
dents. i1

The chgibility of refugees and |mm|gr.mts for existing income support
programs is vividly presented in Table 1.

Policy Implications

Those pressures which lead to both legal and illegal emigration to the
United States will continue for the future. James Fallows notes:

According to the Internationdl Labour Organization, the total la-
bor force of the Third World countr:.~ will be 600 million to 700
inillion people larger in the year 20* than it was in 1980. To em-
ploy all those additional workers. t* ¢ developing countries would
have to create more jobs than now exist in Western Europe,
Japan. the United States, the Soviet Union, and the other indus-
trialized nations combined. Obviously, that will not happen, and
some of those who cannot find work, especially in Latin America,
will decide to leave. 2

‘Thc challenge which confronts the pollcymaker 1s to desxgn income-
transfer programs which will not encourage illegal immigrants to stay
in the country by subsidizing them, or exploit this class of workers
through tax payments without benefits.33 This carefui balance must |
be found as affirmative teams develop their plans. There is some evi-
dence of welfare fraud by illegal immigrants:

While most surveys of illegal immigrants showed low weifare use
.rates, Maurice D. Van Arsdcl of the University of Southern Cal-
ifornia tound, in his study of a large group of illegal alicns in Los

" Angzeles who had sought to legalize their status;that 8.9 percent
of the men and 18.5 percent of the women had received welfare
{not further defined).

Matching the social security numbers of a smail group of illegal

immigrants (147) apprehended in California in 1975, the California

Empioyment Development Department found that 49 percent had

sought and 35 percent had received unémployment insurance
~ benefits in subsequent years.

The Los Angeles County Department of Pubhc Social Services
reported that, in the twelve-month period ending June 30, 1980,
19.088 claims filed by aliens were denied on-the grounds of illegal
presence in the nation. Had these claims not been detected, they
would have cost about $50 million that year.*

port Social Security and other social service programs, they seldom
receive any benefits. Studies conducted by Jorge Bustamante of the
Colegio de Mexico and by the U.S. Department of Labor showed that
while taxes and Social Security were withheld from the paychecks
of about 75 percent of undocumented workers, only 1.5 percent of all
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Table 1

NONCITIZENS’ ELIGIBILITY FOR
U.S. INCOME-TRANSFER PROGRAMS

Civil Status
Permanent
Resident Illegal
Program Alien Refugee | Alien
National
(nationally administered)
Social security
OASDI benefits ............ . yes yes yes
Payment of FICAtax ........ yes yes yes
Card issuance ............ L. yes yes no
Supplémental security .
income (SSI) ............... yes (after 3 years)2 yes no
Medicare®
Part A (hospital) ............ yes - yes yes
Part B (physician) ........... yes (after 5 years) no no
Earned income tax credit
(EITC) .. ovieiiiiae e yes yes | yes
Federal
(shared administration)
Aid to families with dependent
children (AFDC) ..... PO yes (after 3 years) yese no
Refugee cash assistance (RCA) . no¢ yes no
Food Stamps ......c.oouvenenns yes : yes no
Medicaid .............. L variesd yes no
Unemployment insurance (U]) . yes yes no
State
- ~{stateflocally-administered)
Workers' compensation ....... yes yes yesf
General assistance (GA) - @
(in some states only) .i.....| yes yese variess
Temporary disability insurance . v yes yes yesh

SOURCE: Adapted from David S..North with Jennifer R. Wagner, Immigration and
Income Transfer Policies in theU.S.: An Analysis of a Nonrelationship (Washington:
New TransCentury Foundation,’}980), Tables 4, 5, and 6.

a. See text. R '

b.-Responses relate to those who are covered by Medicare because they are insured .
by OASDI. Different rules apply to those 20,000 or so persons who buy Medicare cov-
erage directly. Lo

c. Only permanent resident aliens who are also refugees are cligible.

=T A iéwly Atrived immigrant could bé&dénied Medicaid in sorié states’ becaiseof -

lack of either SSI or AFDC eligitility, ! .

e. Reimbursed in ali states out of federal réfugee funds.

f. Exceptin Vermont. ¢ °

g See Table 2. e

h. Except in' New Jersey.

From: David North, Public Welfare, Winter 1982, p. 31.
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such individuals received food stamps, only 4 percent got unemploy-
ment compensation and only 4.5 percent had ever used public health
services.” '35 Regardless of the current use of such social services,
those advocating a new system of guaranteed income maintenance or
employment must be careful not to increase the incentive for emigra-
tion to the United States.

On the other hand, exclusion of noncitizens who are refugees and
legal immigrants from a new federal income program would eliminate
an important source of support for these hundreds of thousands of
people. This problem would be multiplied greatly if current programs
are abolished or consolidated to fund the costs of new affirmative pro-
posals. A very real risk is created that a plan to reduce the impact of
poverty for U.S. citizens would dramatically increase the incidence of
poverty for refugees and immigrants. If employment programs are
created, care must be taken that discrimination against naturalized
citizens docs not occur.

Budget and Spending

This final section of the chapter will briefly examine two general argu-
ments against funding income support or employment programs. The
first issue centers on the impact of new spending programs on the
federal budget. President Reagan has indicated that he will not raise
taxes to reduce the budget deficit3¢ and that the only avenue open is
to pare spending. Debaters should explore the effects of reduced lev-
els of support for other domestic or military programs if a massive
new income maintenance or employmentproposal were to become
‘law. In general, negative teams will argue that low priority spending
programs would be curtailed or eliminated with the imposition of the
affirmative plan. Lawmakers have other proposals including cutbacks
in the military budget, increase in user taxes, freezing physician’s
fees under Medicare, or across-the-board reductions in all spending
programs.37 . .

Another issue raised involves the microeconomic spending deci-
sions of the poor if their cash income were increased. Fears range
from claims that those below the poverty line would spend extra in-

- come on high-priced luxury goods to assertions that funds would be
squandered on alcohol, tobacco products, and junk food. An exam-
ination_of consumer expenditures under income redistribution pro-_.___
grams by John Moeller concludes:

The results dqQ not suggest that l\ow income consumers will squan-
der payments unnecessarily on!sin goods and luxuries since the
majority of NIT-induced expenditures are for basic necessities
and other nondurables. There is no strong evidence that the infla-
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tionary energy industries will receive excessive stimulation from
an NIT program, although the NIT does have an expans:onary in-
fluence on the economy as a whole. particularly if it is deficit-fi-
nanced.?8

There are a number of other studies on consumer spending patterns
which should be researched before the debate year begins.

'

Conclusion .

This chapter has concéntrated on common issues shared by all three
specific debate resolutions under the poverty and employment prob-
lem area. The next chapter will examine the: first and second debate
propositions which advocate similar types of income assistance.
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3. Income Maintenance Proposals

Resolved: That the federal government should guarantee a min-
imum annual cash income to all United States cit-
izens.

Resolved: That the federal government should adopt a negative
income tax to assist all United States citizens living
in poverty.

Basic Concept

The first and second debate propositions both deal with the same is-
sue of providing minimum cash incomes to United States citizens.
. These resolutions were significantly behind the employment proposi-
tion in the February voting tabulated by the National Federation. It is
exiremely unlikely that either the guarantced annual income (GAI) or
the negative income tax (NIT) will be debate topics next year. How-
ever, both topics require an exploration of important social and politi-
cal issues which directly affect the need for federally guaranteed jobs.

While both the GAI and the NIT will be treated alike, there are
two important distinctions between the resolutions which must be
mentioned. First, the GAI proposition is not restricted to citizens liv-

~ ing in poverty. An income guarantee could be set at any level which
an affirmative could justify whether above or below official poverty
lines. A second distinction is one of form rather than substance. The
'GAI would be part of the expenditure budget of the federal govern-
ment while the NIT would be a credit on revenues during the collec-
tion of taxes. The impact on the pool of funds available for other bud-
geted programs would be the same regardless of whether the subsidy
occurs before or after tax revenue is deposited in the Treasury for
disbursement to the public. :

This similarity between the GAI and the NIT is reinforced when
the phrase “‘negative income.tax’-is.defined.-The Dwnonaryof Busi-.___.

~ ness and Economics defines negative income tax as ‘‘a form of wel-
fare payment whereby all low-income individuals and families receive
a direct cash subsidy from the government that is sufficient to raise
them to subsistence Tevel.”” " The Dictionary of Modern Lconomics
provides a more elaborate definition:

Negative Income Tax. An income’maintenance scheme in which
individuals or housebolds WIth an income which falls below some

-
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“‘break-even'’ level receive payments, the level of payment being
related to the level of income. Those with no other income thus
receive a guaranteed minimum. The guaranteed minimum iacome
level may be calculated from the break-even level of income and
the rate which relates the ‘‘negative tax'' payment to income.
This type of scheme is formally identical to the tax credit system
since it is composed of the same elements: (1) a guaranteed mini-
mum (2) a tax rate (3) a break-even point.2

As these definitions demonstrate, modern economists consider the
GAI and the NIT as the same policy proposition.

Present System

The present system is best characterized as offering a multifaceted
approach to solving the problems associated with poverty and unem-
ployment. Unlike the GAI and NIT which offer cash income, govern-
ment programs now provide both cash and in-kind assistance as well
as access to low-cost social services. For example, Social Security
and Supplemental Security Income __frpm‘thg_fggg_rg_l‘gg('erhr_fl_ent and
Aid to Families with Dependent Children (AFDC), wjiich is admin-
istered and partially funded by the states, all provide ¢ash to eligible
recipients. Among the in-kind programs are: federally funded Medi-
care and state-administered Medicaid, which pay the hospital and
doctor fees for the aged and the poor, and food stamps, which pro-
vide subsidized purchases of food goods for approximately 22 million
low-income Americans. The federal government also supplies block
grants to the states to develop low-cost child care, recreation, hous-
ing, and nursing home services for the needy. -

In addition, while the debate propositions call for action by the -
federal government, the status quo involves every level of govern-
ment in establishing, funding, or administering poverty programs. So- '
cial Security, Supplemental Security Income, and Medicare are en-
tirely federal programs. .‘%FDC, food stamps, and Medicaid receive
partial federal funding but are administered by the states. Many states
also fund and administer their own general welfare assistance pro-
grams for those ineligible for other state or federal aid, Table 2 pre-
sents the total per capita public social welfare expenditures for se-
‘lected years since 1950. This data confirms the growth'in magnitude
and variety of such outlays. :

Federal Ratfonale

. This bewildering array of income and benefit programs lends itself to
claims of widespread confusion, fraud, and abuse. As noted in Chap-
ter 2, the present administration hoped to reduce the intrinsic prob-

-
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Table 2

TOTAL AND PER CAPITA SOCTAL WELFARE EXPENDITURES
UNDER PUBLIC PROGRAMS IN CURRENT AND CONSTANT (19) DOLLARS,

SELECTED FISCAL YEARS, 1950-80 ]
Total exggnditures Per capita expenditures for— -
Amount " Health and | Other | Allhealth
in Per Social | Public | medical | Veterans' , social | and medical
Ficalyear | miions' | capilet | insurance | aid | programs | programs | Education | welfare | care?
 Comemdollas ,r" . -'
550 oo mans] ss] sl se | sna| s sa| 99| sy
1955 ... 118 194.66 8N 1798 18.58 84| 1 6668 3 2647
190 ........ 52,106.3 28542 105.35 04 2445 B2 %4 6.2 3503
1%5 ... 76,928.6 39119 14229 39| - 376 030 N 10,50 8.4
90 ........ 145,483.9 698.90 261.75 79.26 4%.88 Blo) MW 19.93 1213
95 ........ 3692 | 180 61| 1893 8.2 nay 0.3 N 2991
97 ........ 19,7536 | 161619 7983 23930 043 ML Qs ¢ AN N8
199 ........ W56 175031 T3 26405 103.31 81.04 45114 $%%| @Y
99 .. 2685 | 188958 85048 | LY 111,63 8.83 / 480,29 871 WA
1980 .. MBI 214008 94,15 3N mu . 92l 5410 6100 481
| Percentage increase from selected year to 1980 [
190 . | e | ms| sl | Los[ 1| W
955 ........ 1414 % 1,59 1,650 58 03 686 15651 1,554
0 .....o.. | 60| | w4 wl MmN
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* Constant (1980) dollrs

950 ........ 73,6503 | 40975 $101.33 $51.13 M. | S138.93 §136.70 §9.18 $62.80
1955 ... 90,562.1 542,23 163.54 50.08 5175 1.8 185.24 1033 n.o
190 ........ 199409 MM 260072 5.01 6097 1.6 047 15.56 8136
195 ........ 184886 | %0754 30,14 N3 73,69 10.30 3116 w1248
90 ... 819455 | 1354461 S0 15360 %.85 B6d 419 we | B5h
1995 ... 4139760 | 1897.28 803,06 - 2084 116.62 10.62 59.9 $.551 W2
917 ... 43,004 | 208095 92642 0798 116,38 0902 - 4.9 451 -
9% ... LYANVIKE B IR 13 o 9l OQ IR} 124.17 104,62 5404 %41 41070
199°........ mnsy | Lmn B8y 3009 123,10 %M §29.54 SN0 408
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lems created by multiple programs by returning responsibility for wel-
fare to the states in exchange for ‘‘federalization’ of medical benefit
pregrams. So far Congress has resrsted this attempt to restructure
current efforts.

There are several advantages usually cited for retaining a strong
federal presence in the provision of support to the poor. The Adviso-

“ry-Commission on Intergovernmental Reiations in a 1980 study pro-

vided a tripartite test to help determine which level of government
should be responsible for certain functions. The determining factors
are: the history of local versus national involvement; the relative
amount of federal financing; and the effect of turning responsibility
over to the states which could result in destructive competition
among prograris.> Historically, no level of government has a long his-
tory of supporting welfare programs. However, since the 1930s ‘‘the
federal government has assumed a dominant role in the formulation of
national welfare programs.’’# Similarly, even after Reagan’s budget
cuts, the federal government provides the bulk of welfare expendi-
tures *Federal aid for welfare and other publi'c assistance programs

jor federal asslstance programs, the food_ stamp program is vrrtually
100 percent federally financed; Aid to Families with Dependent Chil-
dren (AFDC) is 54 percent federally financed.’’s The final factor, the
effect of interstate competition, is especially important in discussions
about funding poverty programs. States spend over $25 billion on
welfare and in-kind assistance to the poor. Attorneys Eizenstat and
Kahn note the reality of payment disparity between states:

States vary in their capacity and desire to support welfare pay-
ments as well as in their sensitivity to recipients. Some states are
leery of increasing benefits for fear the poor will be attracted from
other states; others are tempted to cut benefits so that the poor
will move elsewhere. This has led to a crazy-quilt system in
which a welfare famlly in Alabama receives a $148 per month
while a similar family in California receives $601; or $392 per
. month in-New-Hampshire, but. $558 in neighboring- Vermont 6

Bruce Babbitt, governor of Arizona, concludes that increased
federalization of benefit programs is the best solution. He notes that

cluding the National Governor’'s Association, the Conference of State

..... Legislatures,.the Conference of Mayors, and.the American_Public ...

Welfare Association, support federal standards and funding for the
Aid for Dependent Children (AFDC) program.” This approach also
would follow the example of other countries which base their legal

" system on Anglo-American traditions. Professors Kahn and Kamer-

35
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man examined the income maintenance and family support policies of
seven foreign countries. They conclude:

Thus, Australia, the United Kingdom, and Israel ail now have a
national, means-tested benefit for those whose income falls below
a particular level. Canada is moving in this direction; and the
United States has accomplished this for the aged and disabled,
but not for families with children. Here, the United States re-
mains an anomaly, neither-reducing use of public assistance by
expanding alternative sources of income support (except for food
stamps and EITC [Earned Income Tax Credit]) nor fully stand-
ardizing and objectifying income-tested income transfers. The
United States still uses public assistance extensively, and the re-
sult is that families in most states are much worse off than they
are in any of the other countries.8

While these may be reasonable policy justifications for greater re-
liance on the federal government, the Reagan administration’s: actions
since 1981 have reduced or capped federal spending on many socnal

programs. e

Budget Reductions

. N ./» i
The primary reason government-funded public welfare programs are;

changing dramatically is the combination of reduced budget outlays
and increased number of aid. recipients. Perhaps the most sxgmﬁca t
revisions are a result of the 1981 Omnibus Budget Reconciliation Act.
This federal law cut basic welfare programs by 10 percent. The Codn-
cil of State Government's publication, The Book of the States, n?tes
how these reductions were-achieved: \ '

. first, current and potential beneficiaries of these programs are,
either encouraged or required to make a greater effort to suppon;/
themselves by working more and relying on financial sources
other than federal aid; second, state and local responsibility for
funding, as well as administering public welfare, was substantiaily
expanded. Put simply, the reconciliation act aimed_.at reduging. ~
both the number of people assisted by public' welfare and/the .
federal role in providing it.% N /

David Stockrrian head of the federal Office of Managéme t and Bud-

get, notes that domestic spending is $60 billion lower than it would
have been under pre-Reagan budgets. The Great Socxefy programs

——such.as_joh training_and. various_social _sefvice grants have not been .

eliminated, but ‘‘the level has been adjusted down\yard by about
20%."10 _ ]

The effect of such action is the focus of an ongoing political debate
which will be one of the campaign issues in the fall 1984 presidential

j
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election. Associate Editor David Kirp sets the parameters of the con-
troversy:

Ever since the Reagan administration proposed—and won from
Congress—substantial cuts in social welfare programs, the impact
of those reductions has been sharply debated. Administration
spokesmen have insisted that only those who didn't really need
help were being removed {from) the public dole; the **social safe-
ty net,” they argued, remained intact, The opposition countered
with the contention that poor people would be badly—and un-
fairly—hurt.!1 |

Several studies, including one released by the Congressional Select
Committee on Children, Youth and Families, indicate an increase in
the number of poor due to unemployment and changed priorities in
the federal budget. For exaple, one out of five children and one of
two black children now live in poverty. The proportion of Americans
living below the official Census Bureau poverty level increased from
11.7 percent in 1979 to 15 percent in 1982. There were over 34 million
Americans living in poverty which ‘‘means that many of the hopes
parents have for their children—better heaith, better training and a
better standard of living—will be weighed ever more carefully against
their financial capacity to attain them.''!? As of 1983, many of these
families were worse off than they were four years earlier. Among the
reasons for this development are funding or eligibility restrictions on
public assistance programs.

There is a ceiling on AFDC payments (150 percent of state max-
imum), a four-month limit to the modified earnings disregard, and
a more stringent ceiling on work expenses and child-care costs.
There is a new cap on food stamp eligibility. Benefit levels have
not been adequately adapted to inflation. And income supplemen-
tation for the working poor has been explicitly rejected by the
Reagan administration.13 o .

" Optimistically an improving economy; increased government reve-
e —'nues,—andAfairlyfstable-govemmentAexpendituresfor.-po.verty_pnogramsﬁ_,___
will improve the status of the’poor. Stockman believes that Congres-
- sional Democrats will not acquiesce in future budget cuts in federal
entitiement programs. Nor is there much room for significant budget
reductions as Stockman concludes: '

A lot of entitlements have already been effectively cut. On Medi-
care, for instance, we've already reined in the providers of medi-
e e cal-services.-We-can-make.the beneficiaries.pay_a little more, but
not a great deal. That’s just a couple of billion. Civil service re-.
tirement reform is difficult. There is $65 billion in means-tested
entitlements, such as food stamps and AFDC (Aid to Families
with Dependent Children, or **welfare”). AFDC was restructured
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in 1981; what more can you get out of it? With housing subsidies,
we closed down new construction, but this yields little near-term
savings.!4”

The next sections of this chapter will examine the major public as-
sistance programs which are the foundation of government's support
for the poor.

Social Security

The largest expenditure for social welfare is the Old Age, Survivors,
Disability and Health Insurance (OASDHI) program, better known as .
Social Security. This is an entitlement program which means that
Congress has decreed that benefits must be paidtoalleligible per-
sons. Social Security is funded by a payroll tax on both employers -
and employees and is actually a *‘social insurance’’ program. Through
tax contributions the worker and the worker’s family are insured
against certain risks such as old age, physical injury, or disability.
While Social Security is usually perceived as primarily providing ben-
efits to retired individuals it is actually a broad based program which
supports disabled workers and the widows and children of deceased
employees .
In 1980, OASDHI pald out over $121 billion in benefits to almost
\ 36 million people. In 1981, Congress and the president revised Social
Security to reduce-costs and

\ghten eligibility. Again in 1983 the pro-
gram was overhauled to engure its solvency for future generations.
Even with these modificatjons, the Social Security trust funds, ac-
cording to the Congression,.! Quarterly Weekly Report, ‘‘are expected -
to pay out $190.6 billion in fiscal 1985, an $11.4 billion increase over
1984. This is approximately one-fifth of all federal spending projected
for fiscal 1985.

- .. The.increase is the restlt of an additional 700 000 eldegy benefici-
.- aries, an estimated 4.3 percent cost-of-living increase in benefit pay-
ments and higher average benefits due to the higher earnings of new
beneficiaries.”’ !5 It appears that Social Security payments are essen-
tially safe from future budget cuts. Few politicians are willing 1o risk

-~ - the political consequences of depriving the aged, widows, - or-

phans of needed income. Stockman bluntly concludes: :

i e AS-fOr-S0cial- Secumy. yoil r&not going to-take checks out- of the—— ------------ -
: mail. The best you can do is erode their purchasing power by:
capping COLAs [Cost of Living Adjustments] below the inflation
rate. But capping COLAs will take several years to have a signifi-
cant fiscal effect.’s
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Those receiving disability benefits under Social Security were not
as fortunate as the aged. In 1980 Congress passed several reform
measures to eliminate abuse and fraud in the payment of disahility
claims. Approximately S10 million would be saved by 1985 undc. ihis
legislation. However, the Reagan Administration sought to save al-
most a billion dollars by trimming the disability rolls. The impact of
these cutbacks is provided by Kirp in an editorial on the poor:

Thousands who hterally weren't able to leave their homes were
axed from the disability rolls without even a face-to-face inter-
view; thou.ands more were chopped despite their having shown
no sign of medical improvement. Although beneficial cutoffs were
frequently reversed on appeal—of the 470,000 individuals who
were denied disability benefits. just 190.000 have been finally ter-

minated—beneficiaries often went many months without help
while awaiting a decision.!?

Congress is now seeking to. redress the incquiti¢y created by the ter-
mination of benefits to thousands of Americans. ~

Supplemental Security Income

Supplemental Security Income (SS1) is a program under the Social
Security Act whith provides cash benefits to poor persons who are
over the age of sixty-five, legally blind. or permanently disabled. Pr:-
or to 1974, assistance te these individuals was part of state welfare
programs. The Council of State Governments explains the reasons for
placing this program at the federal level.

The federalization of the adult categories was designed, among
other things. to reduce the variation in benefit levels among the
states by providing a uniform national minimum benefit, stream-
line administratien by lodging it in the Sociai Security system and
assure that benefits would keep pace with inflation by indexing
the basic federal payment to the cost-of-living. States were man-
dated 4o supplement the federal minimum up te'the level of as-
“sistante ltuywurc -providing-in December 1973 and could provide
optional income supplements to higher levels.!®

In effect, the combination of federal minimum assistance and man-
datory state contributions means that SS1 prowd s a4 guaranteed an-
nual income to eligible recipients. ~ ; R

As of 1983, all states except Texas provided either mandatory or
optional income supplements to low income aged, blind, or disabled

" citizens. The administration of these supplementary benefits changes

with each jurisdiction. Half the states contract with the Social Se-
curity Administration to administer their supplements while the oth-
ers either administer their own programs or combine federal and state -
administration. The Department of Heakth and Human Services esti-
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mates that “abeut 4 mx!hon moph would recen ¢ SSI benefits averag-,
ing 189 & monta 1 1985

Medicare -

Another important component of the social insurance syv-'em is the
Medicare program. This federal program was cstablished 1n 1965 as
part of the Socinl Security Act and provides heaith insurance cover-
age for virtually all citizens sixty-five years of age or older. Portions
of both hospi*ai 2nd doctor bills are covered by Medicare. "Part A of
Medicare covers hospital servidey, and Part B (Supplememal Medical
Insurance) covers a substantial pbrtion of physicians’ services. Medi-
care is an entitlement program financed mainly by Social Security tax
revenues. although eligible persons are required to pay a deductible
for hOSplldl services and a.20 percent co-payment on physicians’
services. "2 These deductibles and co-payments. as well as limits on
the type and extent of out-patiem care, work particular hardships on
low-income individuals. Despite these restrictions on coverage,
feceral spending on health has increased dramatically. In 1985 Medi-
care outlays alone will reach almost 576 billion, which represents lhe
sccond largest budget item in the domestic budget. _
-Cost increases in health disbursement programs have led to in-
creasing concerns for the long-term viability of the Medicare trust
fund. Hospital and physician fees have increased more rapidly than
inflation and the Congressional Budget Office predicied that the Medi-
care fund would be bankrupt by 1987. The Department of Health and
Human Services pelieves that this fund would be solvent at least
through 1989. However, a variety of reform measures have beer: pro-
posed to deal with long-range problems of Medicare.

Propos 'i changes include freczing Medicare physician fees for a
year. postponing chg:bllxl} for Medicare until a month after & per-
son’s 65th birthday. and increasing premium payments by bene-
ficturies. These proposals. together with a proposed tax on em-
ployment-based group health benefits. were proposed in fast
vear's budget but never cleared by Congress.>!

¢ other is Medicaid.

|
\

\
Medicaid

.’vi::dicurc is one of two major government-funded health programs.
1 .

Medicaid is a joint federal and state venture providing payments to
doctors and facilities involved n care for the poor. In 1985 it is esti-
mated that the federal share of Medicaid wiif amount to $22 biliion
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while states will contribute an additional $19 billion. All states now
provice coverage to all AFDC and SSI recipients. Two-thirds of the
states aiso provide payments to meet the medical needs of “*medical
indigents™” who are not eligible for AFDC or SSI but who cannot af-
ford to pay their medical expenses. Three major groups are covered
by Medicaid: ' '

« Medicaid is an insurance program for poor children from single-

parent famiiics and for their parents. This group accounts for 63
percent of all Medicaid recipients and 28 percent of Medicaid
expenditures, more than halt of which are for children.
Medicaid is an insurance program for the blind, the physically
disabled. and the mentally retarded. This group represents less
than one-fifth of all Medicaid recipients. but 31 percent of Med-
icaid expenditures. .

.

« The Medicaid program is an insurance program for the elderly.
Although the elderly represent only. 16-percent of Medicaid re-
cipients overall, long-term care services consumed almost one-
haif of alt Mcdiéaid expenditures in 1981, and Medicaid finances
almost one-half\a(:_{ll nursing home care in the country.2?

- - .

Medicaid payments rcimbtr\?e‘\l}.callh care providers for such services
as inpatient and ‘‘outpatient Sdre. laboratory and X-ray services,
skilled nursing'and home health care for certain individuals, physician
services. family planning. rural health clinics and health screening for
children. States may also receive funds for other services they wish
to cover. such as eveglasses. dental care and intermediate care facili-
ty services. 23 As with other assistance programs. Medicaid has been
cut back in recent years.

There were several important modifications in Medicaid brought
about by the 1981 Budget Reconciliation Act. including:

« state waivers to encourage use of kome ana community care fa-

cilities o
stute experimeatation with ahcrnntcﬂhcullh care delivery sys-
Clems
otate reimbursements for hospial sersices on a basis other than
reasonable costs

state limitations on freedom of choice ef health care providers
« wider state discretion in setting cligibility standards for Medi-
caid T e T

incentives for cos!;:cnzahmfﬁm/

Unforiurateiy. the easicst methods for containing costs are cutting
henefits and reducing eligibility—moves already taken by most states.
A 1981 study by the Intergovernmental Health Policy Project at
George Washington University reported that "*more than 30 states
moved to cut back Medicaid benefits or provide reimbursements 30

41
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limit Medicaid eligibility. Among ihie specific modifications are the
followmg

* 14 slates have begun charging copayments for some services

« 24 states have restricted the use of medical services such as lim-
iting the number of doctor, emergency room, and outpatient
visits or reducing services

11 states have limited the number o&eimbursed hospital days
« 8 states have tightened eligibility criteria
19 states have limited payments to hospitals

18 slales have sought 1o llmu recipient’s choice of care pro-
viderg.'"24

thh}tgnstatc/vmauons in government assistance programs. Drew

- ATtman. assistant vice-president of the Robert Wood Johnson Foun-

dation. indicates that states have made different choices with regard
to this program.
As a result, state Medicaid programs vary significantly in the per-
centage of low-income persons they actually cover, ranging from
almost 100 percent of those living below the federal poverty

standard in New York, Massachusetts, and California to less than
20 percent in several southern and southwestern states .

. As a result of this state-by-state variation, Medicaid covers

- roughly 50 percent of those living below the federal poverly
standard nziionwide; it is not a comprehenswe national health in-
surance program for the poor.?$

These disparitics are also evident in another major' federal-state pro-
gram. Aid to Families with Dependent Children.

Aid to Families with Dependent Children

The Aid to Families with. Dependent Children (AFDC) program pro-
vides financial assistance to the children of indigent single- parent fam-
ilics. About half the states also supply funds for poor two-parent
families if one of the parents is unemployed. AFDC offers cash pay-
ments to over 3.5 million families representing aimost 11 million indi-
viduals. A 1979 survey by the Office of Research and Statistics of the
Social Security Administration indicated that nearly 70 percent of re-

" cipients were children, most were members of families living in met-

ropolitan areas and were headed by women. The $13 billion cost of
this program is shared through a combination of federal and state rev-
enues. States set their own benefit levels and the federal government
reimburses them for share of the costs, ranging from 50 percent to 78
percent. Poorer states get the higher share.26
B
.
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Each state administers this program within broad federal policy
guidelizes. Different eligibility requirements and benefit levels result
from this state-by-state administration. The Council of State Govern-
ments reports the variation in paynpents: "'In December 1980. the
average monthly payment per AFDC recipient ranged from a low of
$16.57 in Puerto Rico to a high of $162.61 in Alaska; for the country

_the average monthly payment per recipient ' was $99.61. The average
annual payment at that time was $3,453—approximately 55 percent of
the poverty line for a non-farm family of three (the size of the typical
AFDC family).""%’ v

As with other public assistance programs, the 1981 Omnibus and
Reconciliation Act made major changes in AFDC. The goals of these
reforms were to reduce welfare expenditures while providing ade-
quate aid for the truly needy. Among the more in admin-
istrative revisions were the following:

« states are given authority to require AFDC recipients to work

« new limits are placed on the amount of earnings for work and
child care expenses which are allowed to be deducted

« states are required to recover overpayments and compensate
for underpayments

new requirements for monthly reporting of recipient's income
potential

recipients are restricted to under $1000 of family resources

restricts payments to families with unemployed principal earn-
ers

child support payments can be collected to offset AFDC pay-
ments.2® . ,

The result of these statutory provisions and of reduced state pay-.
ments for low-income families was a dramatic reduction in the living
standards of the poor. A report compiled by the Congressional Re-
search Service indicates that *‘the buying power of welfare benefits
for low-income families with children has dropped 33 percent over the

. past 14 vears because states did not raise benefits to keep pace with
inflation. "> Another study by the Center for the Study of Social Pol-

| icy. Columbia University, and the University of Michigan analyzed

' the cases of 776 families headed by working women in three states.

J - All families lost AFDC payments as. a result of recent budget reduc-—-- -

tions. These 1981 cuts nearly doubled the number of families who
lived under t}l;);:‘)verty line.3° The benefit loss amounted to between -
$1.400 and $2.700 a year in welfare payments alone, thus pushing
more families into poverty. Among the specific data cited by the Con-
gressional Study were the following:

Between 31 percent and 63 percent of the children in these fami-
lies now have no health coverage (the figure varying somewhat
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from city to city); as many as a quarter of the families have had to

do without medical treatment when there was illnéss in the fami-

ly. Over half report running out of food occasignally, with no
money to buy more. Some families can’t afford ?o buy clothing

that their children can wear outside the home. As many as a third

of the families have had their phone service cut off, lost their gas

or have gone without electricity because they Fan't pay their
bills.3! <

Eligibility for one program, such as AFDC, ofte:n is a condition for
receiving other benefits, such as Medicaid. Thus, stiffer standards for

one component of government assistance will cause a ripple of\re-
movals from related programs.

/
/

13 -
Food Assistance J

R

/
A major focus of public concern in 1983 w’és the plight of the poor
who were reported to be starving or malnourished. An Editorial Re-

The main problem today for the natia{;'s poor appears to be ’hun-
" ger. In the last year evidence has /a’écur'nulated from a variety of
sources, including church groups. charitable organizations, city
and county officials, congressional investigators and the media,
that hunger is a significant and growing problem in the United
States.32 . o . L L

-

President Reagan appointed a special task force to examine the prob-
lem of hunger in America. The panel concluded that while there was
evidence of people going without food, it was impossible to document
allegations o1 rampant hunger. Nor did the task force find evidence of
widespread undernutrition among the poor. This group also recom-
mended that states be permitted to drop out of federal food aid pro-
grams and receive a block grant to allow each state to set its own pri-
orities in meeting the needs of its cities. Among other suggestions
were: :

« stiffer financial penalties for states that failed to bring their food
stamp error rates down to the level mandated by current law.
States not meeting the goal would have to make up the cost of
any benefits issued to ineligible persons, in addition to 16sing

. administrative funds as they now do. However, those exceeding
the goal could keep some of the savings. '

modest increases in the assets a food stamp recipient could own
and in the maximum food stamp allotment. The changes could
add about $500 million a year to the $10.9 billion food stamp
program, according to task force estimates. However,_some of
that addition would be offset by other proposed changes.

+ monitoring of data on nutrition and nutritional related prbb—,‘“

lems.33 .
'.l..' 4 4
.
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The task force's report was challenged immediately by a number of -
public interest groups who represent the interest of the poor. The
Children's Defense Fund reported ‘*between 1978 and 1982, there had
been a ‘nationwide shift away from early prenatal care for pregnant
women and towards late or no prenatal care.’” Nutritional supplements
are an important component of prenatal care. The loss of early care
was blamed on budget cutbacks in federal medical programs.''34 In
early 1984, the Food Research and Action Center. (FRAC) indicated:

Infant mortality for black infants remained higher than for white
and the gap between the two races was widening. Should current
trends continue, FRAC predicted, the nation would not meet a
1990 federal goal for reducing infant mortality. FRAC officials
maintained the overall improvements in the national infant mor-
tality rate masked severe problems among poor and minority
women and children.3s

While it might be dlfﬁCUll to discover exact statlstlcs on the number
of poor in the United States who go without nutritious food, surveys
conducted by state and local agencies and private groups indicate dra-

‘matic increases in the number of clients at soup kitchens, food pan-

tries, and emergency feeding centers. The New Republic notes:

The General Accounting Office, Congress's investigative arm,
visited twenty-eight emergency food centers around the country

in June and found that *‘in almost all cases, the emergency food
centers were serving more today than in the past.”” The U.S.
Conference of Mayors, representing mayors of both parties,
termed hunger the single greatest problem facing U.S. cities. An- .
other study by the Massachusetts Department of Public Health.
estimated that between 10,000 and 17,500 poor children in the =
state had their growth stunted as a result of chronic malnutri-
tion.36

The government assumes a huge role in feedmg the needy. Over
$17 billion was spent in 1983 by the federal gov&mment on food aid.
John Bode, deputy assistant secretary for food hnd consumer services
for the U.S. Department of Agriculture, told Cod} ess that food as-
sistance programs or subsistence are responsible for providing 95 mil-
lion meals a day.3” President Reagan is proposing a 1985 budget
which would modestly reduce the total amount of funds allocated to
food and nutrition programs. The Congressronal Quarterly Weekly
Report notes: :

The budget proposes outlays totaling $17.2 billion in fiscal 1985

_ for food progran. and a nutrition information service, compared
with $47.6 billion tor fiscal 1984. The reduction is attributed part-
ly to reduced need because of the economic recovery, and partly
to proposed savings that are modest in comparison with earlier

Reagan cuts.38 -
45
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The president has also requested a $1 billion supplemental appropria-
tion for this year to maintain these programs at current levels. Nancy
Amide of FRAC contends that another $2 billion is needed this year
to improve the diet of the poor. Table 3 presents information on the
funding and scope of various foods and nutrition programs. |

Food Stamps

Food stamps represent the largest item in the federal budget estab-
lished to assist the poor in securing a proper diet. In 1983 a monthly
average of 22 million indigents were helped to purchase food with a

Table 3

FUNDING FOR GOVERNMENT FOOD
AND NUTRITION PROGRAMS

(in millions of dollars)

! : : £1 Women,
Child Food Infants

Fiscal Food Nutri- Dona- - and

Year " Stamps tion* ‘tions** Children Total
1969 $ 2289 $ 3138 $ 601.8 $ 0 1,144.5
1970 549.7 419.5 558.5 : 0 1,527.7
1971 1,522.7 663.1 580.4 0 2,766.2
1972 1,797.3 892.4 586.1 0 3,275.8
1973 2,131.4 1,065.3 559.5 0 3,756.2
1974 2,718.3 1,270.9 548.3 11.1 4,548.6
1975 4,385.5 1,593.2 434.1 - 89.3 6,502.1
1276 5.326.5 1,926.6 500.9 155.5 7,909.5
1977 5,067.0 2,196.1 641.2 256.5 8,160.8
1978 5,139.2 2,424.3 775.5 ° 387.7 8,726.7
1979 6.450.2 2,660.2 855.6 527.3 10,523.3
1980 8.685.4 2,843.1 1,151.8 739.4 13,419.7
1981 10.,632.8 3,238.5 1,208.4 888.0 15,967.7
1982 10,409.0 2,775.1 1,237.1 957.6 15,378.8
1983# 11,858.0 3,028.0 1,750.5 1,160.0 17,796.5
1984# 11,054.0 3,183.0 . 1,304.0 1,060.0 16,601.0

*Includes school and breakfast, child care, summer food and special milk progmr‘r'ls.

**Includes commodities distributed under school lunch, summer food, child care,
needy families. supplemental food. charitable institutions, Indian, elderly nutrition and
cash-in-lieu of commodities programs. Years 1978-84 include Agriculture Department
purchases for agricultural price support programs and/or programs to remove perisha-
ble commodity surpluses from the market. :

# Estimates

Source: U.S. Department of Agriculture Food and Nutrition Service records compiled
by U.S. General Accounting Office.

From: Editorial Research Reports, September 30, 1983.
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~ subsidy through the use of food stamps. There are several unique as- .
pects of this program which differentiate it from other government as- .~
sistance. For example, it is completely federally funded, although ad-
ministration is shared with the states. Fobd stamps also are available
to all poor persons, not just those eligible for AFDC or SSI.

The 1981 fudget Reconciliation Act made a number of significant
changes in food stamps to tighten eligjbility? Included were the fol-
lowing revisions: / ' -

(1) disqualifying any household with/gross income above 130 per-
cent of the federal poverty line, e&cept for those with elderly
members whose eligibility is deteémined using a ‘‘net income”’
(i.e., after certain income deductions have been taken) test; (2)
prohibiting boarders and childrenélivin'g with their parents under
age 60 from qualifying as separate households; and (3) excluding
strikers from participation in the j rogram.40

These modifications were made t6 stem the tide of fraud discovered
in this program. A 1983 Go,vemr/nent Accounting Office report esti-
mated that over $1 billion a yeat was lost through abuse of the food
stamp system.*! The president has tried to convince Congress to
make the states pay for a portion of the funds erroneously granted.
However, he has not yet been successful in his efforts.

Food stamps are budgeted for $10.8 billion in 1985.. This represents
a $500 million decrease from this year. This decline is based on pro-
. jected reductions in demand for food stamps and on passage of Rea-
gan's state repayment proposal. Demand will be reduced for this pro-
gram through a combination of economic growth reducing the number
of poot and the 1981 eligibility requirements which alone will elimi-
nate about one million potengi’él recipients.

’

Other Food Programs  /

Many other governmeny food assistance programs exist, ranging from
commodity giveaway!to diet and nutrition education. The Special
Supplemental Food B%ogram for Women, Infants, and Children (WIC)
‘provides monthly/food packages to pregnant women, infants, and
" children up to fouf years old. The $1.1 billion program serves about
2.5 million Amerjcans. " 42 Eligibility for WIC-is based#pon two crite-
ria: income no fnore than 185 percent of the poverty line and a past
history of nutritional problems such as anemia or low birth weight in-
fants. Othe'r/food and nutrition programs include: '

" Schoo! Lunch—a $3 billion-a-year program that will provide gov-
ernmént-subsidized lunches to 22.9 million eligible schoolchildren

in J983.
S)/hool Breakfast—a $327 million-a-year program that will pro-
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vide government-sub'sidized breakfasts to 3.4 million eligible
schoolchildren. '

Nutrition Education—a $7 million program that will provide nu-
" trition education to 3 million children, 118,000 teachers and
60,000 school food service personnel.

Summer Food Program—a $99 million program that provided
lunches to 1.4 million children in needy areas this summer [1983]
when school was not in session.

Clhild-Care Food Program—a $334 million éndeavor providing
federal funds for meals served to some 1 million children in day-
care centers. :

Commodity Supplemental Food Program—a $32 million program
that will provide monthly food packages to about 135,000 preg-

- nant women and young children this year [1983]. The program is
similar to WIC, bt provides the actual food rather than a vouch-
er and distributes a greater variety of food than is available
through WIC.

Special Milk Program—a $20 million program that provides cash
assistance to states to reimburse schools, child-care institutions
and summer camps for milk served to children.

Food Distribution—provides commodities for the programs listed
above plus $52 million to serve some 90,000 needy persons on In-
dian reservations and $100 million to provide 184 million meals
for the elderly .43 . .

Many of these areas also were cut back under the Reagan Admin-
istration. An August 1983 Congressional Budget Office study noted a
28 percent reduction for child nutrition programs and a drop of 3 mil-
lion participants in the school lunch program after new eligibility rules
were promulgated.* For 1985, the president has planned slight reduc-
tions-infunding for WIC and child nutrition areas of the budget.

Special Services and Other Income Assistance Programs

There are numerous government social service grants and low-income
assistance programs which have not been mentioned. A few of the
more important ones wilt be briefly discusged in this section of the
chapter. “

Housing

A 1982 survey by the U.S. Conference of Mayors found that the basic

human necessities of food and shelter led the list of emergency serv-
ices needed by most cities. While there is no official statistic or the
number of homeless in America, experts believe that between S06,0M)
to 2 million people have ne real home.*® Increasing unemploymest



|
|
|

40 ' | Income Maintenance Proposals

and loss of income only partially accounts for what is literally a tide
of street people. ‘Qther reasons include the accelerated deinstitu-
‘tionalization of pat\:nts from mental hospitals who have no place to
go when released mtd the community, the removal of former mental
~ patients from Social Security Disability rolls, the acute shortage of
low income housing, the reduced federal subsidies for construction of
. new low-income houses and apartments, and the public opposition to
construction of low rent units for the poor and of group residential
homes for released mental patients. Private groups are spending al-
. most $500 million a year on providing:shelter. Cities and counties are
beginning to allocate additional resources for construction of low-in-
come municipal shelters or for housing vouchers. Yet these efforts
are not enough. Kim Hopper, research associate for the Community
Service Society of New York notes: ‘‘More and more people are
being pushed to the brink of having to choose between eating regular-
ly and paying the rent. Without some form of subsidy, many of these
people will eventually wind up on the streets.""46
Federal action is slow in responding to this crisis. Only a small per-
centage of-housing units are owned publicly, and federal subsidies go
to a small number of needy. Professors Sternlieb and Hughes from
Rutgers University offer this evidence: :

Direct publicly owned housing plays a relatively miniscule role.

As of 1980, for example, only 1.3 million units, out of a total
housing inventory of 88 million dwelling units, were publicly
owned and operated. In total, about 4 million low- and moderate-
income households were receiving some form of federal hqusing
subsidy in 1980, only 5 percent of the ation’s 80 million house-
holds. While state and mumcnpal financing aid has grown in im-
portance. their total input is still small—and spread to a variety of
income groups, as indeed holds true for the federal input as
well .47

The Reagan Administration proposes a housing voucher system
which is an *‘earmarked income supplement to meet the gap between
some appropriate portion of income—typically 25 percent, subject to
‘certain allowances—and the market cost of extant housing.’**® Indi-
vidual members of Congress have introduced various plans to meet
the needs of the homeless. These bills include the following examples
of government assistance: grants to cities to set up emergency shel-
ters, grants to nonprofit.agencies to convert existing buildings into.
safe shelters, tax incentives for developers to rencvate potential shel-
ters. and a jobs plan to find employment for the poor so they can af-
ford decent housing.
If the plight of the homeless continues to attract media and peiitical

attention the progress of these proposed remedies must be followed in
1984. Many:of these programs are stopgap measures to meet the cur-
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rent crisis. Long;term solutions to the problems of tfiqse who lack
adequate housing are still being developed. B

\

Energy Assistance - \

During fiscal year 1981, Congress enacted the Low-Income Energy
- --Assistance Program (LIEAP) to provide $1.85 billion in block grants
to states, Indian tribes, and the territories to help needy people
heating and cooling bills. Rigby and Scott of the Office of Researgh
and Statistics of the Social Security Administration provide the ra

* tionale for this income assistance proposal:

Of particular concern to Congress was the impact of these in-
creased fuel costs on the low-income population. In 1978, the per-
cent of income that the poorest households spent for energy was \
more than four times that of the population as a whole. Since ‘ \
low-income households spend a larger proportion of their income

- on energy-related expenditures than do other households, they
lose~a larger proportion of their real incomes when energy prices
rise. )
The 1981 program, unlike some of the previous federally funded .
energy assistance programs, was intended primarily to reduce the
average home heating costs for low-income households.+?

Low-income eligibility for this program was defined as a household in
which ‘*one or more persons receives AFDC, food stamps, SSI or
certain veterans’ benefits or to households with incomes that do not.
exceed 150 percent of the state poverty level or 60 percent of the
state median income, whichever is higher. The state must publicize
the program, with special emphasis on notifying elderly and handi-
capped persons.’’%®

Under LIEAP, over 7 million households received heating as-
sistance and 400,000 received cooling assistance at a cost of $1.56 bil-
lion to the federal government. After repeated attempts to cut this
program, the president has recommended funding LIEAP at its 1981
level 5! : ' . _ ;

Social Services -

Social services differ from income assistance programs-such-as AFDC =~ v
~or SSI in that aid is given in the form of offering a service rather than

a cash payment. Among.those social services focused on the poor are

day care, counseling, recreation centers, family planning, preschool

education, nutrition education, and protective services.52 Title 20 of

the Social Security Act authorizes a Social Services Grant which in

1981 was transformed into a block grant. This means that federal

funds are made available to the states for discretionary spending on a

;.1‘_‘ ’ 50 | .
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broad range of services. The 1981 Budget Reconciliation Act also es-

. tablished a new community services block grant to states which was
funded at $389 million a year, a 25 percent cut from the- prev previous
year.

Many of the programs consolidated into these two block grants
were started in the 1960s under President Johnson’s Great Society
plan. The present administration proposecs a tota! of $5.371 billion for
social services for the aged, families, and others in 1985. This repre-
sents a decline of $642 miliion from 1984. The Social Services Block
Grant would be funded at $2.7 billion, a slight increase over this -
year's budget.53

General Assistance -

Many states provide their own general assistance or welfare for those

who do not qualify for other federal or state programs. Depending on
their economic situation. from 500,000 to 1 million people receive
some type of cash or in-kind aid from states and localities. As with @
other programs involving state discretion. payments between states
vary widely.

Welfare-Work Ethic

‘ —" e e ./-

The preceding analysis of various cash and in-kind government as- - -
sistance programs demonstrates the ambiguity of welfare in America.
While the truly needy should be given assistance, the public must be
ever vigilant that only the destitute receive subsidized aid. Compas-
sion for the poor is mixed with resentment because of the bellef that
some people have it too easy.

It seems that no one is really pleased wnh the dellvery of assist-
ance to the poor. Keeley and Robins, senior-economists at SRI Inter-
national. note: ‘*There is a growing consensus that current welfare
programs are inequitable, have undesirable social and economic in-
centives, provide inadequate benefits for some, and are too complex
to administer efficiently. Furthermore, the welfare system has be-
come very costly.”’5* Of course, the political and social debate cen-
ters on which direction welfare reforms will take. The current ap-
proach is characterized by removal of many marginal aid recipients
from government assistance programs. Those individuals who are not
eligible for such aid would receive little help if more money were sud-
denly pumped into eXisting programs. Professors Danziger and Gotts-
chalk explain:

ERIC
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The growth in transfers has been accompanied by some declines
in work effort and savings that may have contributed to sluggish
economic performancg, but the magnitude of these declines'is es-
timated to be small. Severe cutbacks of the programs will lead to
small gains in efficiéngy but large increases in poverty. Haowever,
continued expansion ¢f current transfer programs is likely to pro-
duce increasingly small reductions in poverty because it will not

" aid those among the poor who do not receive any transfers, and it
will do little to reduce pretransfer poverty.5s

President Reagan and his advisers are also relying on increased eco- °

nomic growth to enhance the position of those in poverty. However,
this could be a long'wait. Danziger concludes:

President Reagan's welfare reform has reduced AFDC case loads
and increased poverty far many welfare recipients who were mix-
ing work and welfare. The Reagan program assumes that those
who remain poor will be better off waiting for economic growsh
to trickle down from those abo' .- them rather than relying on wel-
fare and public jobs programs. However, given the recent projec-
“tions of high unemployment and slow economic growth through
the mid-1980's, it is likely that the wait confronting these families
will prove to be ionger than they or the Reagan Administration -

ticipate.56 )
l\gh of the criticism leveled at the present-system revolves
around concerns that welfare discourages recipients from finding
meaningful work. The generally held betief that something must be
done about the *‘welfare mess’" usually reflects a deeper attitude that
many of the poor somehow choose’a life of poverty instead of gainful
employment. Sociologists Neubeck and Roach describe this concept:

The poor are seen as largely indifferent to this (work) opportunity
structure, preferring living on public handouts to working. The
conception of the poor as basically lazy and responsible for their
economic circumstances has long served as a rationale for limit-
ing the extension of financial assistance. Anything more than the
most meager and begrudgingly given aid—tied to a complex set of
eligibility requirements and a constant search for “*welfare
cheats''—is seen as rewarding indolence, encouraging dependen-
cy on the dole, and increasing the tax burden of those who work
for a living.57 ' c

George Mason University economist Walter Williams summarizes
this view: **The poor are poor, not stupid. If you give them incentives
to be poor they will stay that way. Entitlements subsidize poverty
and anyone knows that when you subsidize something you get rnore
of it and when you tax something you gei less.”8 The particular

0

“tax which has been used to encourage the poor 10° become produc-
tive workers has taken the form of benefit reductions or workfare.
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Workfare

Vorkfare refers to "'a system that requires recipients of government

assistance to “work off" the values of their benefits in assignments’
with government agencies or nonprofit groups.”* This is not a radi-
cal idea. Leonard Goodwin. professor of the Department of Social
Service and Policy Studies at Worcester Polytechnic Institute, docu-
ments over three centuries of proposals to put the able-bodied poor to
work. He notes the four basic propositions which serve as the foun-
dation for workfare:

1.. Welfure recipients should work for the public benefits they re-
ceive,

to

Workfare experience will improve _]Ob skills and work habits of
participants. -

3. Work requirements will discourage malingerers from appiying
for. or cmymg on. WLlfdl‘L

4. Welfare rolls and costs will decline as mahngerers drop out of
welfare and employable recipients gain the experience needed
to obtain 4 job.N"

There is ample opportunity to test the validity of these proposi-
tions. Since 1961, over twenty state and local governments have es-
tablished work requirements as a condition of general assistance, In
1982, Congress authorized the states to require work as a condition

for reccipt of AFDC and food staimps. Twenty-two states have moved

to require workfare for some portion of AFDC recipients and twelve
states have experimented with pilot projects for food stamp work-
fare.5! The results of most studies of these programs indicate mar-
ginal success in mecting the goals of reducing welfare payments and
finding meaningful work for the poor.

Goodwin summarizes the results of a 1961 Burcau of Family Serv-
ices study of workfare in twenty-sl\x states: '

» Work relief costs more in public funds than does a simple as-
sistance program. The better programs all showed evidence of B
considerable expenditure for administration and supervision. .

* Work relief by itself does not significantly reduce the assistance
rolls. It can do so only¥ if the econbmy produces additional reg-
ular jobs.

+ Work relief projects useful to the community are likely to inter-
fere with regular emplcyment and so are difficult to justify.s?-

Additional studies in the 1970s in California, Utah, and Massachusetts
reached similar concJus'gnsJ_Mgngn_Sklar_omhc_CngLioLNauomL

"Policy Review at Catholic University notes:

"Every objective assessment of workfare that has been done. in-
cluding some carried out by state governments themselves, have
) ot
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found that workfare costs more than it saves in reduced benetit
payments. California’s own assessment found that ~ workfare did
not prove to be administratively feasible or practical.”” The com-
parison of counties applying workfare with nonworkfare jurisdic-
tions found no savings through reductions in the average size of
grants or in the number of participants leaving welfare. A Bran-
deis University study of Massachusetts workfare also found no
significant reductions in welfare payments. Cost» of $445 per cli-
ent to run the program were not offset ‘‘cither in terms of in-
creased work or reduced weifare costs,’” the Brandeis study con-
cluded.6?

Workfare has generally not improved job opportunities for welfare
recipients enrolled in the program since most of the work is meniai la-
bor. However, it has raised claims that these people dispiace existing
paid workers and that mothers with chijen must find child care for
their youngsters. Concern has also beefi expressed thai such arrange-
ments will not be in the best interest of the children placed in inade-
quate or dangerous car® situations. )

At of the studies on workfare have methodological flaws which
limit their generalization. Better designed studies evaluating new pro-
grams may provide information on the effectiveness of this policy cp-
tion. Until such time-as this data is available, the conclusion that

workfare is unlikely to meet its goals seems-to-reflect- the-results-of ———.

existing research. Public doubts about the extent of “freeloaders’ un-

~ der the status quo’s welfare system are magnined under proposals for

a guaranteed annual income or negative income tax for the poor.

7~

Proposals_guaranteeing a minimum income to all citizens, whether it
is achieved by assistance or a negative tax, are not new. In the late

1960s and early 1970s. these plans were the subject of heated Con-

gressional debate. The Office of Economic Opportunity in, 1967 spon-
sored four pilot projects at a cost of $100 million to study the feasi-
bilitv.of a negative income tax. Presidents Nixon and Carter both,
proposed consolidating existing income support programs into one
universal NIT. There are existing federal assistance programs which
have the major characteristics of an income guarantee. New York
senater, Daniel Patrick Moynihan indicates:

In 1973 a guaranteed income for the aged, blind, and disanied was
established as the Supplementary Security Income program, the

one part of :he Family ASsistanceé Pian proposed by Presi e

Nixon in 1969 that was enacted. Moreover, the Congressional de-
bate over FAF led to the Earned Income Tax Credit, a limited
negative income tax for the working poor.&*

Lt ' 54
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Most plans tor guaranteeng an icome o all ciizens envision the
GAT ur NIT replacmg exasting welfare osrograms. Economist Milton
Friedman argees "We should replace the ragbag of specific welfare
progeais with a single comprehensive program of incomé supple-
menls i cash—a negative income tax. It would pravide an assured
maigimum to el persons i need, regardless of the reasons for their
need 4% This can be done for far less than is spent on our preseat
welfure system. notés Friedman. The Urban Affairs Council agrees
thut such an mcome guarantee weuld be relatively inexpensive,
cosiuag far less thias the complex of programs which we have piled
ap, one on top of the other, i recent vears.” ™ Allan Sheahen, suthor
o Guaranieed Income The Right 1o conomic Security, claims the
folfowing xdvantages ' '

Phe adopuon of a guerantesd nvoime would virtwally wipe out
hunger and poverty in America. 1t would provide cconomie se-
crris fooevervone. eves though, at any one time, it would be
wsed by anly afew. It wousld be ke an insurance policy . It would
#ive cuch of us the assurance that, no matter what happened, we
and eur ambies would not starve.

{In the inte 19604} The President’s commission sind that simply
Bevausy one exists, one s entitled to certan inahenable human
nghi~—Hhie, bberty and the pursuit of happiness. That 1o secure
tnese nghts, eviers U 8. aiizen should be guaranteed o minimum
incorne—cenctich for food, sheiter and basic necessities

The assumpuions have not. gone unchallenged, Consolidation and
chonnalion of current assistance programs would work a distnct
hardstop on noncitizens who rely on these benefits, The impact of this
was discussed more fully in Chaptes 2. Claims that a federzlly guaran-
teed income would reduce the total amount of welfure payments can
anly be assessed once the benefit fevel of the GAL s set. A new
federal prograny could involve substantially greater outlays of publi
funds. Kecley and Robins have examined various income guarantee
fevels and work incentivé rates and concluded:

Costs vary wadely with the pasameters of the program. The most
expeasive program costs $3C bithon more (in 1974) than the exist-
ing welfare system and has the participation of approximately 39
percent of all hushand-wafe families and 73 percent of ali fernale-
headed fannbies. Fne least expensive program costs only $2.2 bl
lion more than the current welfatspystern and has the participa-
non of approximately 7 percent of 4l husband-wife families and
51 percent of ali female-beaded families. In 1978 dollars. the net
cont of these programs would be $40.5 billion and $3 billion, e.
spectively ¢

Itis even possible that some recipients of a GAL or NIT would re-
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ceive -educed benefits. There are two scenarios under which this
would occur:
« if the GAl is set below the Jevel of assistance now provided vy
more 2encrous states those recipients would lose mon<y.
« loopholes in the present.systenn enable families to take advan-
tage of very low benefit redniction rates wher they also work.
The eff ctive tax rate on work could be much higher "nder a
GAI or NIT thus reducing tmal'i"come o a family '

Perhaps the greatest problem with ¢ minimum guarantec of income
is the effect on work i centive.. If every persen in the United States
is provided ~n assurance that basic needs would be met with cash as-
sistance from the federa’ governmen.. now mary would t » to find
work? studies have been conducted which try to provide an answer
to this important gu zstion.

Work &= cnnives

Economic theory indicates that a universal NIT or GAI would reduce
work incertives. ““The guarantee reduces hours of work because it
provides a source of income that enables families to maintain a given
level of ¢onsumption witkout having to work as many hours. The tax
rate reduces hours of work because it lowers the economic return
achieved from working additional hours.” 70 The existence of four Of-
fic of Economic Opportunity experiments with a guaranteed income
provides a useful source of information on the *‘real world™ effeci§ of
such a program. Robert Moffitt, assistant professor of economics&{
Rutgers University describes the parameter of the pilot projects:

The experiments were conducted over a number of years in se-

lected “test bore’ sites across the country: New Jersey and

Penusvivania (1968-72): rural areas of North Carolina and lowa

£1970-72): Seattle and Denver (1970-78): and Gary, Indiana

{1971-74). Three of the tests were limited to specific groups of

people: only husband-wife couples were studied in New Jersey

and Penasylvania and in the rural experiment, and only blacks in

the Gary test, although the Gary test included both couples and

familics headed by women. All races and family types-were in-

cluded in the Scattle-Denver study

The sample sizes for the experime.iis were: 1.300 in New Jersey

and Pennsylvania; 800 in the rurafFtests: 4,800 in Seattie-Denver:

and 1,800 in Gary.™!
The particular study methodology is provided by Greenberg. Moffitt,
and Fricdmann: o

In these expenments. famihes were randomiy selected and as-

signed to one of ~everal experimental groups or to a control

1)
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group. Experimental families were eligible for cash assistance

from income-conditioned cash transfer programs of varying gen-

erosity, while control families received no experimental pavments __-
—--———%ur conlinued 10 receive whatever benefits they were eligible for

under existing assistance programs.?:

Results from a!l studies indicate there was a reduction in work
effort associated with a guaranteed iicome. Greenberg and his associ-
ates report: **The four negative-income tax experiments have now all
produced estimates of the effect of an NIT on the work effort of the
participants. Although varying in statistical significance and in magni-
tude, these estimates, as anticipated, point strongly to a reduction in
work effort.”"73 These results are conveyed in Table 4 which shows
the difference in hours of work per week between the experimental
and control groups, broken down for husbands, wives, and female
heads of families in each of the test areas. Work effort is shown as
hours of work per week, but most of the studies actually measured
work hours over longer periods. Moffitt concludes: ‘‘Data presented
in the table are unequivocal evidence that hours of work are reduced
by the negative income tax. The disincentive effects for husbands.
range from about 1 percent to 8 percent. For wives, they vary much
more—from almost zero to 55 percent (although the latter figure may
be a statistical anomaly. 7% An explanation of the particular disincen-
tives such as GAI could generate includes both a reduction in the fu-
ture supply of laborers for low-paying jobs and a decision by employ-
ees currently in such jobs to drop out of the labor force.

As impressive as these findings sound, there are several limitations
on the experiments which should be consideréd when assessing the
results. Moffitt summarizes these: -

+ The most important qualification is that thé experiments by and
large lasted only 3 years, a fact which was known beforehand
by the families who agreed to enroll. Participants consequentiy’
may have behaved differently than they would in a permanent
national program, although it is not obvious whether they would
respond more or less under non-test conditions.

Another limitation of the experiments is that they yield very lit-
tle information on the welfare participation rate one might ex-
pect from a national negative income tax.

+ A final problem with the experiments relates to the un\derreporl-
ing of income by the experimental and control groups: In the
Gary experiment, there is some evidence that the female family
heads in the expcrimental group upderreported income substan-
tially more than those in the control group, and that the reduc-
tion in work effort indicated by the data was partly spurious.”s-

On balance. however, there is adequate statistical support for the ex-
istence of work disincentives under 4 guaranteed income proposal.
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 AVERAGE DIFFERENCES IN WEEKLY HOURS

BETWEEN CONTROL AND EXPERIMENTAL GROUPS

INFOUR TEST AREAS
Husbands Wives Female heads of families
Absolute Percentage | Absolute | Percentage | Absolute | Percentage
Area and source of estimate difference | difference | difference | difference | difference | difference
New Jersey-Pennsylvania
U.S. Department of Health, Education
and Welfare:
White c.vvoee i, -19 5.6 ~14 06 - -
BIACK ovvevei 0.7 23 0.1 2. - -
Spanish-Speaking .......ooviviiiininn, ~(.) 07 -19 55.4 - -
Hall? \
W oo Y N AR SN T R O T S -
Rural (nonfarm) |
U.S. Department of Healtt:, Education
and Welfare and Bawden:* mee—— e |
Horth Carolina blacks ................ -1 80 .| -3l 13 - -
North Carolina whites ............... Ll 5§+ =11 20 - ~
lowa WhitES +.vvvvevivvreniriiinn, 0.5 1. -1 03 ~- -
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Table 4 (Continuéd)
Husbands Wives Female heads of families
| Absolute | Dercentage | Absolute | Percentage | Absolute | Percentage
Area and source of estimate difference | difference | difference | difference | difference | difference
Seattle-Denver |
T T 18 | 53| -a | W6 |6 | ong
Gary |
Mofftt v -1.6 4 1 0 3 13-0 18

'Sec Summary Report: New Jersey Graduated Work Incentive Experiment (U5, Department of Health, Education and Welfare, 1973),

3S¢e Robert Hall, “Effects of the Experimental Negative Income Tax on Labor Supply," in Juseph A. Pechman and P, Michael Timpane, eds.,
Work Incentives and Income Guarantees (The Brookings Institution, 1975),

" ¥Siaificunt at 10-percent levet (15 percent for New Jersey Department of Health, Education and Wellare estimate).

See Summary Report Rural Income Maintenance Experiment (U5, Department of Health, Education and Welfare, 1976).

“See Michael Keeley, Philip Robins, Robert Spiegelman, and Richard West, “The Labor Supply Effects and Costs of Aernative Negative In-
come Tax Programs, " Journal of Human Resources, Winter 1978, pp. 3-36.

“Se¢ Robert A, Mofft, “The Labor Supply Response in the Gary Income Maintenance Experiment,” Journal of Human Resources, Fall 197,
op. 41747, o

Note: Hours differences are regression-adjusted for differences between experimental and control group members in years of education, age, and

simitar variables.
Dashes indicate data not available. q 3 | |
-t ""',’.'.',' LT R “ A o "\\ }

From: Mofftt, Monthly Labor Review, April 1981, p/’\}/ ’
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- —-This-wiil alienate potential support for the plan, ‘escalate the costs of a’

GALI, and cause problems for those sectors of the economy which rely
on cheap labor.7¢

Conclusion

The status quo has designed income maintenance programs to meet
the needs of the poor. Budget reductions and eligibility restrictions
have begun to erode this *‘safety net’” of support for those who are
incapable of supporting themselves. At the same time, an increasing
emphasis has been placed on requiring work from those capable of la-
bor. Peter Gottschalk, writing in the Encyclopedia of Economics con-
cludes: ,

There is a growing tendency to focus on the differences among
various segments of the poverty population. Roughly 68 percent
of all poor household heads are not expected to work—disabled,
aged, women with children. For these people work disincentives
are not an issue. A program with high benefits and high benefit re-
duction rates would be appropriate. The 11 percent of the poor
who work ful time are in need of job opportunities. The key area
of disagreement lies with the appropriate programs for the re-
maining 21 percent of the poor who are either single or male-
headed households.?? :

It is precisely this issue of job opportunities which will be ad-
dressed in the next chapter.



Resolved: That the federal government should provide employ-
ment for all employable United States citizens living
in poverty. -

Basic Concept

The third debate proposition under the general problem area of reduc-
ing poverty focuses on federal provisions of employment for able
United States citizens. In the preliminary voting conducted in Janu-
ary, this resolution was the clear preference of a majority of those re-
turning ballots to the National Federation. It will probably be the top-
ic selected by most states and summer forensics institutes.

All three resoluticns offer policy choices for reducing poverty;
however, there is a fundamental difference between the. first two
proposnlons and the third. Both a guaranteed annual income and a
negative income tax, as described in the first two proposals, are wel-
fare programs which ensure minimum cash assistance to United
States citizens regardless of their ability to earn a living. The disin-
centive to seek or keep work increases with the size of average pay-
ment. The ‘‘dole’’ is sharply contrasted with the third proposal,
which calls upon the federal government to provide employment for
employable citizens. While such a proppsal may be costly, it is more
in keeping with taxpayers’ concerns about the work ethic of the poor.
It must be remembered, however, that over half the poor now receiv-
ing income maintenance benefits are incapable of working. Thus, an
employment or jobs program cannot replace existing welfare for many
now in poverty.

Provide Employment

This resolution calls upon the government to ‘‘provide’’ employment.
The use of the word *‘provide’ creates ambiguity on how active the
federal government must become in directly creating Jjobs. For exam-
ple, when asked what was the single most important step this nation
should take to bring down unemployment, Paul McCracken, econo-
- mist at the University of Michigan, responded: ‘‘Keep the economy
on a sustainable path of expansion. Thus far, the path the economy
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“has taken is very encouraging. If we can keep that going, then we're

heading toward unemployment of 6 percent, and if we'll be patient,
we can probably work it down further.”'! Historically, this emphasis
on economic stability has been the foundation for full employnent as
documented by Charles Stewari:
For most of the postwar period. employment policy in the United
States emphasized tax and expenditure measures to maintain em-
ployment—a derived demand—at or close to full-employment
levels. The primary objective was to stabilize the economy at-
high levels of demand and thus minimize cyclical unemploy-
ment.- -

The bencfits of high economic growth are to be translated into addi-
tional jobs for the unemployed. Katherine Hooper Briar, assistant
professor of social work at the University of Washington, explains:
National policies concerned with the reduction of aggregate un-
employment focus indirectly on getting the jobless back to work.
They involve such actions as easing access to money (through
changes in monetary and fiscal policies) to stimulate an increased
demand for goods and services and to compel increased output
and expansion. Such aggregate approaches to the creation of jobs
presume a trickle-down effect from the increased flow of money
and ignore .the fact that major pockets of inflationary pressures
may occur in sectors of the economy long before thousands of
disiocated workers have returned to work; such pockets of infla-
tion often reinitiate anti-inflationary money-tightening policies.?

{he past decade has also witnessed an equal priority given to keeping
inflation under control. These twin goals, of high employment and
jow inflation. have been virtually impossible to achieve simul-
taneously.

From the 1960s to the present, the government has also pursued
more active labor intervention policies. These policies include federal
and state programs promoting job training, tax incentives for employ-
crs to hire persons with labor market disadvantages, and public serv-
icc empioyment. One of the major domestic issues faced by both
Congress and the president for the past three years has been the ex-
pansion of {raining and jobs programs. There have even been calls for
direct government hiring of workers similar to the Civilian Conserva-
tion Corps of the 1930s.

in addition to maintaining economic growth or directly hiring and
training workers, the federal government also provides jobs through
budget expenditures for federal programs. For example, public fund-
ing for the B-1 bomber or the Space Shuttle creates jobs in the aero-
space industries; funding for highways promotes jobs in construction
and refated industries; and funding for solar energy development fos-
ters employment in companies which produce goods and services for
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)hal dlternallvc form of energy Vlrlually every expendllure of publlc

monies provides jobs to those who receive government contracls
Thus, the affirmative has a great deal of discretion in selectirig the
method of providing employment. Three addilional observations are
in order. First, this resolution does not requxre mployable citizen§ to
accept the jobs offered by the federal g0vemm nt. Many of the issues
discussed in Chapter 3 in the section on workfare are also relevant 100]
this resolution. Second, some affirmatives will claim advantages not
only from employing people but also from the program which serves
as the employer. For example, individuals could be provided with
jobs building nuclear power plants, solar energy farms, or space sta-
tions. Each of these projects had bothi advantages and disadvantages
as separate policy proposals regardless of its impact on reducing un-
employment. Affirmatives may claim these advantages as part of their
employmcnt program. Third, the debate proposition does not require
full-time jobs for employable poor. The affirmative may wish to com-
b’ne both full- and part-time work opportunities for eligible citizens.

Employvable

Proponents of the debate resolution will provide employment to that
portion of the poor who are employable. **Employable’ is defined by
Jerry Rossenberg. chair of the Department of Business Administra-
tion at Rutgers University. as “*describing people in the population
who are able to work and who fall within certain age limits."’4 In con-
trast. those who are unemployable are people unable to find work.
““The term usually refers to an individual who is too sick, too young,
too old. or too badly impaired in mind or body, or to anyone who at-
tempts to avoid work or is a criminal.*'?

Despite these definitions, employability is seldom a clearcut deci-
sion when actual cases are examined. When is a person too oid or too
young or too ill or too disabled to work? An equally imporiant ques-
tion is who decides whether someone is capable of employment.
Even conceding that there are some individuals who can be phys- -
ically or mentally excused from labor, there are others who,‘ because
of other obligations. may not be required to accept employment. Two
examples illustrate this category of employable people. Traditionally,
single parents of young children have not been expected to work.
AFDC was established with precisely this group as its target popula-
tion for receiving income assistance. In those states experimenting
with workfare, single parents of children under three years of age are
exeinpt from work requirements. Yet an increasing number of such

“parents, especially single mothers, may actually want to find sunable
employment Economists Danzig:r and Plotnick note:
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Members of this group cannot now be easily classified as =x-
pected to or not expected to work. The past consensus that a
woman without.a husband should remain at home to care for her
children has been eroded by the growth of labor force participa-
tion by mothers in two-parent families. If single parents do not in-
_crease their work effort, and if, as we have argued, benefits in ex-
isting programs are not likely to be greatly increased, then the
standard of living of single parents will remain low.¢

Another potentially employable group is comprised of teenagers six-
teen years of age or over. The Department of Labor includes those
sixteen or over who seek work in its unemployment statistics, al-
though many youths only want part-time jobs. There is already con-
cern that this age group is overcommitted to paid work. Janice
Neipert Hedges, a labor economist formerly with the U.S. Bureau of
Labor Statistics, argues: :

Student employment, particularly when it exceeds 15 or 20 hours
weekly, has been found to entail costs as well as benefits. The
costs include diminished involvement in school.activities, in-
creased absenteeism from school, and possibly a decline in aca-
demic grades. The National Association of Secondary School
Principals, noting that some Students appear to be working exces-
sive hours, has urged that a proper balance between job experi-
ence and class time be maintained.”

Will teenagers who live in poverty be eligible for the jobs provided by
the affirmative?

There are significant social costs involved with a federal employ-
ment program which encourages single parents and students to work.
There are also grave social costs attached to a policy which excludes
these groups from such a program. | '

Living in Poverty ;
The people targeted for federally provided employment are those liv-
ing in poverty. Chapter 2 discussed the difficulty of setting a valid

standard of poverty. Thus, the exact number of individuals who are

.covered by the mandates of the affirmative plan is opgri to question.

Thete are additional problems created with the proposition’s re-
strictive language. Those in poverty may not possess the skills neces-
sary to function in the jobs created by the affirmative. One of the
anomalies of the current unemployment problem is that there are jobs
available, but those who are unemployed do not have the education,
skills, or training to find work in those jobs. If an affirmative plan pro-
vides employment in technologically sophisticated areas, it will not

" benefit those now in poverty. Another difficulty arises if the affirma-

tive goes beyond the mandate of the topic to employ those who are
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not in poverty. Theoretical issues, such as extra-topicality of plan
provisions and negative use of counterplans, will be utilized to pre-
vent the affirmative from illegitimately expanding the scope of the
topic. -

It is usually assumed that if all those in poverty who were able to
work had a job, poverty—for this group at least—would be elimi-
nated. Unfortunately, this assumption is not true. Millions of em-
ployed Americans earn wages below the official poverty line. The

. U.S. Bureau of Labor Statistics utilized data from the 1982 Current

Population Survey and found:

Among the 65.3 million persons employed 50 weeks or more who
usually worked full time, 5.2 million reported earnings of less
than $6,700, the minimum wage equivalent for a full year’s work.
Although a large number of these workers were self-employed,
the majority were wage and salary workers. . . . .

Almost 2 in 4 of the 5.2 million workers with low earnings from
year-round, full-time work lived in families with total income be-
low ‘the poverty line. Among the women who maintained their
families, nearly half of those with full-year earnings of less than
$6,700 fell below the poverty line. as they were unlikely to have
other earners in the family.®

The availability of jobs will not necessarily raise families out of pov-
erty. A combination of rate of pay and duration of employment will
ultimately decide the fate of the working poor.

Unemployment: Measurement

An unemployed person may simply be defined as ‘‘a member of the
labor force who seeks work but does not find it.”™ The Department of
Labor has a more specific definition.

Unemployed persons comprise all those who did not work during
the survey week, who made specific efforts to find a job within
th%past four weeks, and who were available for work during the
survey week (except for temporary illness). Also included are
those who were available for work, and (1) were waiting to be
called back to a job from which they had been laid off: or (2) were
waiting to report to a new wage or salary job within 30 days.!0

Those under the age of sixteen are not counted as being in the labor
force. The number of unemployed is divided by the total employed
and unemployed in the labor force to produce an unemployment rate,

‘Therefore. an unemployment rate does not directly measure the

number of people working in any given year. S
During the last ten years the average unemployment rate has been

Pn ! g N\,
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7.59 perceﬁt. A review of labor statistics shbws-'.he-féllow-ing rates of

unemployment;
1974 5.6 percent
1975 8.5
1976 7.7
1277 7.1
1978 6.1
1979 5.8
1980 7.1
1981 7.6
1982 - 9.7
1983 10.7

1984 (est.} 8.9

During each of these years the total labor force in the United States
grew, i.e., cach year more Americans were working than the year be-
fore.

Full Employment

A certain level of unemployment reflects the normal cycle of workers
voluntarily changing jobs. This level is designated as ‘‘full employ-
ment.’’ During most of the 1960s and 1970s full employment was con-
sidered 4 percent. Currently, there is an agreement among many
economists and government policymakers that a 4 percent level of un-
eriployment is unrealistic. Professor Briar notes: '

At one time, it was assumed that optimal conditions of unemploy-
n'ent and inflation occurred when unemployment was reduced to
4.5 percent or 4 percent. Such percentages were designated as
measures of a *‘full-employment’ economy. In recent years, the
inverse relationship between unemployment and inflation has
been reexamined, and the optimal unemployment rate has been
raised to 6 percent, which is considered a more realistic measure
of a *‘full-employment’’ economy.l! '

The president's Council of Economic Advisers (CEA) considered
dropping the whole idea of developing a full employment estimate ve-
cause it set unreasonable policy targets. Council member William
Poole maintains: ‘‘Identifying a number that you can call full employ-
ment is awkward and puts you in a fuzzy never-never land.’’'2 Dun’s
Business Month, a publication for the business community, notes the
reasons for the change in the concept of full employment:

_ But the world has changed (since the early 1960's) and most ex-
perts, both liberal and conservatives, agree that the 4% yardstick
is no longer valid. This is due to such factors as the profound
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changes in thz makeup of the laber force, including the massive
entry of womzn and unskilled teenagers; the dismaying decline of
heavy industry; the rapid growth of high-technology firms that de-
mand new skills; the geographic shift of plants and capital out of
the Frost Belt to the Sun Belt; and the phenomenon of the under-
ground economy, which employs untold numbers of peopie oft-
the-books.!3 .

There still are, of course, disagreements as to what level of unem-
ployment the economy and, more importantly, policymakers should
tolerate. Paul McCracken indicates, **We ought to be able to get
down to something like 6 percent and maybe lower.”” Lester Thurow,
professor of management and economics at MIT, believes that the
United States can still aim for a 3 to 4 percent level.!4 Martin Feld-
stein, chair of the CEA. estimates a 6 to 7 percent level while Jason
Benderly, chief economist of the Prudential Insurance Company, sees
full employment at 7 to 7.5 percent.! Dun's Business Month notes:

Such talk is shocking to labor leaders and liberal economists.
“*No other economy in the world would accept those numbers,”
says AFL-CIO economist John Zalusky. *‘This level of ungm-
ployment is a terrible waste of human resources. and the Regzan
Administration is making a fatal mistake if it believes the Amteri-
can public will settle for 7%."* Harvard's Quinn Mills is equally
outraged: ‘I don't buy any of those numbers,”” he says. '*Unem-
ployment should be no more than 3%, period."" To accept 7% as
full empioyment, Mills maintains, is “'to beg the purpose of what
the economy is all about—which is to provide people with
jobs.’ 16

Why such a heated exchange over an economic statistic which is
so difficult to quantify? The basic answer is that the full employment
figure represents the level of officially acceptable unemployment.
Government is expected to develop programs to reduce the number
of unemployed.to around that percent. The unemployed are not just
economic statistics but real people. Each 1 percent of the unemploy-
ment rate equals more than a million Americans who are unable to
find work. The difference between Benderly's estimate of 7.5 percent
and Mills’ 3 -percent figure for full employment represents 5 million
citizens without hope of federal intervention to spur creation of new
jobs in the immediate future.

Unemployment Statistics

The official Bureau of Labor Statistics data which measure unemploy-
ment do not give a complete picture of the scope of joblessness in
America, To be counted as unemployed, a person must be actively
seeking work. Many of those who have been out of work for a long
period of time give up looking for a job. These *‘discouraged™” work-
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ers are still without work but they are not counted in unemployment-
figures. Professor Stanky Moses and others "made this a central
point of attack on American unemployment estimates, claiming that
they underéstimated the number of jobs nceded to'be created as an
objective of economic policy.”'” An estimated 1.5 million workers
have given up look:ng for work. While total employment has in-
creased, the number of discouraged workcrﬂas also increased.

Although overall employment is up sharply from a year ago,

niacks. women and tecnagers as well as older workers displaced

from basic manufacturing jobs continue to have a tough time in

the labor market. )

A disproportionately large share of these groups consider {urther

job hunting futile. Blacks made up just 10.4 percent of the na-

Hion'~ iubor force in 1983, but represented 28.6 percent of all dis-

couruged workers. Similarly. women were 43.5 percent of the

force bat accounted for 60.4 percent of those nio tonger seach-

ing.t*

1

This increase in discouraged job seekers may be one explanation for
lower unemployment rates. Peter Duprey of Data Resources notes:
“The large share of discouraged workers is a major cause of inhibited
jabor-force growth and consequently of the sharp unemployment-rate
decline.”" " .

On the other hand. there are claims that official unemployment fig-
ures overestimate the problem. While perscnally disagrecing with
their conclusions. Professor Briar notes: “*Some elected officials. as
well as conservative commentators, argue that the statistics are inflat-
ed to refi=ct persons who are not serious zbout finding work but must
claim to-be serious us a condition for receiving aid from such pro-
grams as food stamy~.""*" Another source of overestimation is teen-
age unemployment. While conceding that the rate for this group is
high. cconomist Sean Sullivan. a consultant to the American Enter-
prise Institute. finds it necessary 10 also consider how many tsenagers
are still in school because ““unemployinent for these youths does not
typically have the same meaning as it has for an older head of house-
hold. Teenage unemployir.ent rates that fail to consider school as an
alternative to. or even as a Kind of. work overstate the problem-—al-
though there are economically disadvantaged vouths who must work
to remain in school.”*2!

Many of these criticisms of unemployment data stem from the
basic social and political orientation of the commentater.  Arvil
Adams. former cxecutive director of the Natjonal Commission on
Emplos ment and Unemployment Statistics. concludes:

Assertions that toc many or too few are counieid among the un-
empioyed. for example. can often be traced to the critic’s view
that » group such as in-school vouth or housssiives has ne real
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- economic need for work, or adernatively, a group like dis-
couraged workers has a real economic need for work. This per-
ception confounds the debate over labor force classifications by
introducing the socind welfare criterion into the classification deci-
ston alongside the lubor force attachment critenon.?

Another problem with the use of unemployment statistics is the mis-
iaken belief that such figures accurately provide a count of the
number of workers unemployed . cach year. Such is not the case, as
Professor Briar explains: - - .
The aumber of individuals who sre directly affecied by unem-
piovment cach year 15 two to three times the official unemploy-
ment rate. Owing to the dynamic nature of unemploymen:, some
people may rewum to work at the same time that others become
unemployed. Therefore, when the annual unemployment rate hits
¥ percent, for example, the incidence of joblessness in the popu-
fation duning that year may be as high as a quarter of the working
population. Because ethnic minonities, vouths, women, and the
clderly are dispropontionately victimized by joblessness, unem-
ployment among such groups may be twice that of the general
papulation and—-1n the case of mnonty youthe—{four 1o six times
thut of the gencral population. )

Lnderemplovment

A final labor concern which s not addressed by dats on unemploy-
ment s the existence of underemployment. A worker who is under-
employed. according o Rosenberg, s une who "'is working on a job
at & lower leved than that for which he or she was trained or is expen:
enced to handle. Total <hitls are untapped. and the emplioyee is often
fnustrated andfor angry with the job situation.”™* One cause of ineffi-
aent stilication of workers v involuntary par-time employment. In
1981, almost 14.6 million persons expenenced such a siumtion. A de-
mograpiie aniadysis of such persons by the Burcau of Labor Statistics
fereads,

Almost 50 pereent of hushands but only one-quarter of the wives

working part umc did so imvoluntandy Among men and women

who maintiined famities alone. most of those working part ume

would have preferred full.ume work.

Onc i3 of the blacks and 2 in 4 of the Hispamics who worked

nart tme involuntanty hved in a poor family compared with rela-

tively few whites (1an 73 Amoog black women who maintaned

famiites elone and had some involuntary part-time work. more

thun SO percent swere in povernty 2°

Another source of underemployment is the inability of betier edu-

cated workers to find jobs which will utilize their educational back-
ground. These workers are ““overqualified”” for thewr current “*low-
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" kill'" jobs. Beverly Burris, a socioiogist at Trinity University. cites
the following research to support 7is conclusion:

. Staines and Quinn (1979) ‘ound that in 1977 36.5 percent of
U.S. workers felt that they were not fuily using ther skills.
compared with 27 percent in 1969.

Duncan and Jdoffman (?978) found that 42 npercent of workers
felt overeducated for thei jobs in 1976.

« Norwond (1979). using Burcau of Labor Statistics data. found
thal only 45.9 percen: of college graduaes found professional
and technica' jobs duriny 1969-78, compared with 73.2 percent
during 1962-69. Moreove: . college graduates were increasingly
entering the labor market as low-level workers, especially in
clerical and sales positions.

. Barg et al. (1978) using 1971 data found that 51 percent of all
college graduates and 24.8 percent of the ertire U.S. labor force
were underemployed.

Rumberger (1981). comparing 1960 and 1976 data. found that
-the distribution of educational attainments . . . saitted dramat.
ically during this period’”: by 1976 less than 25 percent of tie
U.S. population had low-level education. but nearly half had
- bs requiring low-level skilis. ‘

Such workers exparience increased job dissatisfacticn. higher turn-
over rates, reduced job involvement, reduced co-worker retatior.s.
lower self-esteem, and lower job ptoductivity.?’

What th> research on under employment demonstrates is that work
slone is not sufficient for satisfacti.n. Rather, the nature of the work
in relation to cm'ployce skills i~ a key ingredient for success on 1he
Job. This match of job and skills is ofte n ignored in discussions on
government job creation.

Unemployment: Profile end Causcs

Exactly who are the unemployed? Earlier in this char °r it was re-
ported that approximately 3 percent of those who are out of =« rk are
voluataniy changing jobs. Dthers are unemployed because the current
recession has slowed growth and. with an upswing in the eccromy.
they will be rehired in their old jobs. However. there exists a segment
of the unempioyed who lack the skills or chility to find employment.
This group is referred to as structurally unemployed. Table 5 presents
4n in-depth profile of population groups and their unemployme nt ey
for the first half of 1983,

*‘nfortunately. the groups who had higher than average joblessness
duriang the recession of the 1980s also traditionally exhibited high un-
emplovment rates. Far example. Hispanics. because of low education
levels. lunguage difficuities, and vestiges of discrimination, have high-
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Table § -

1983 UNEMPLOYMENT PROFILE
U.S. DEPARTMENT OF LABOR STATISTICS

Nationally.
‘ 9.5% of the labor
force. or 10.590.000
. men and women,
are jobless
L -
: i
! Adult Men i Adu!lt Women Teenagers
| 8.8%. or ! 7.9%. ¢- 22.8%, or
5.208.000 : 3,521,000 1.860,000
: j0bless X jobless jobless
Mamed Men I Marrisd Women Ysomen Who
{spouse present) E (spouse present) Head Families
6 1%, or i 7.0%. or 11.6%. or
2,504,000 ; 1.846.000 ; 667,000
1 jobless jobless i jobless
. N v ; R
Whites j Blacks 1 Hispanics
: : : (of any race}
' 827, or : 19.5%. or . 12.3%. or
7,954,000 : 2295000 . 748,000 :
johlesy : jobless jobless i
White Teenagers
19.5%. or
1,401,000 jobless
Black Tecnagers
48 1%, or
39700 jobless
Manufactunng Workers : Trade Workers :
T 10.5% . or o 9 7%, or :
2.276.006 jokless ; 2,642,000 jobless

Firance, Service Workers i Governu.ent Workers i
- 3% er ’ 5.5%, o
1.995.000 jobless 903,000 jobless

Frem LS News and Woreld Report. Scptember S, 1983,
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er unemployment rates thau whites. Teenagers also have severe prob-
lems finding work, as reported by Editorial Research Reports:

Many unemployed youths will face labor-market problems even
under the best conditions. Because of a combination of societal
and personal handicaps, these young people have difficulty find-
ing and keeping a job. Many of them have dropped out of school;
a disproportionate number of black and residents of *‘inner-city™
neighborhoods.28 :

Another group. at one time referred to as the ‘‘hardcore’” unem-
ployed—minority youths, minority women, single parents on wel- .
fare—do not possess the skills necessary to be hired by the private
sector. A. F. Ehrbar, an editor of Fortune, reports that these groups
foundered in the job market “*because they are bereft of salable skills.
Many are unable to perform the simple task of filling out a job ap-
plication or making change. A large proportion, especially among the
young, haven't learned the fundamental discipline of showing up at
work cach day, following instructions, and sticking around until the
shift is over."'2® While some individuals may lack the education, basic
skills. and work experience necessary to successfully compete for
cmployment, there are several other major causes of unemployment.

Di.vplac‘c-d Workers

The term displaced or dislocated worker, although not precisely de-
fined. is "‘usually used to desc.ibe a worker whose job has perma-
nently disapptared, be it from import competition, automation, or
plain old consumer rejection of the product he makes.’’3? There is a
great deal of uncertainty as to the actual number of such unemployed.
A study for the National ‘Alliance of Business by Barth and Reisner
cites “‘recent estimates placing the number of ‘dislocated’ workers in
the U.S. somewhere between 100,000 and 800,000 and predicts that
the actual figure will continue to rise as changes in technology occur.

‘While the problem (of worker dislocation) appears not to be a na-
tional crisis.” the report says, ‘it is a critical issue for affected lo-
calities.’"'3' Depending on the criteria, used between 270,000 to 2.2
million workers have been displaced nationally. This data, summa-
rized in Table 6. is from the Congressional Budget Office. Such
claims do not go unchallenged. Ehrbar argues that past Congressional
Budget Office projections have been in error.

The figure beurs little relation to the number of workers perma-
nently displaced. It represents everyone who was laid off or fired
in a declining industry. defined by the Budget Office as one n
which emplovment fell in at least three of the last five years and
was lower in 1982 than it was in 1978. But most of those workers
are simply victims of recession and will eventually be recalled.>?
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Ehrbar believes that approximately 60,000 workers have been perma-
nently displaced. .
Regardless of the precise number, dislocation undoubtedly will be
going problem. More United States firms are likely to relocate
overseas at the cost of thousands of domestic jobs. U.S. Trade Rep-
resentative William Brock claims: ''If businesses are going to com-
pete, they're going to be putting their plants overseas because the
dollar is too strong.”’3* An explanation is offered by U.S. News and
World Report: ' ‘

Business is lost because foreigners have more trouble affording
goods and services coming from this country as their. currencies’
lose comparative value. At the same time, products made-in for-
eign lands often can be sold at lower prices in the U.S. . ..

The disparity is what has eliminated at least 2 million U.S. jobs, |
estimates David Packard, chairmun of Hewlett-Packard.34

High American wage rates allow foreign countries to bring goods into
the United States at a much lower cost than similar domestic-made

Table 6

ESTIMATED NUMBER OF DISLOCATED WORKERS IN
JANUARY 1983 UNDER ALTERNATIVE ELIGIBILITY
STANDARDS AND ECONOMIC ASSUMPTIONS

{(thousands)
Category of ' . Number of
Workers . Workers
Civilian Labor Force . 109,779
Eligibility Criteria
Single Criterion
Declining Industry 1,240-1,590
Declining Occupation 1,700-2,200
Ten years of job tenure . 840-1,200
More than 45 years of age 1,120-1,370
More than 26 weeks of unemployment 840-1,200
Multiple Critenia '
Declining Industry and: .
Ten years of job tenure 270-330
45 or more years of age 270-340
26 weeks of unemployment 185-240
Declining Occupation and:
Ten years of job tenure - 300-390
45 or more years of age 390-520
26 weeks of unemployment ! 310-490

From: Federal Reserve Bank of Atlanta. Economic Review, December 1983. v
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products. Modernization and increased automation of basic industries
such as steel, automobile, lumber, and textile have combined with the
recession to eliminate over 2 million jobs, according to MIT econo-
mist Harley Shaiken.3

There are two reasons why an economic révivql may do little to
help truly displaced workers. First, they lack the skills necessary to
find jobs in the new growth industries. Audrey Freedman, an econo-
mist for the Conference.Board, believes **The biggest problem is a
growing skills mismatch: hundreds of thousands of blue-collar work-

“ers who have been laid off in shrinking industries such as autos and

steel don't have the training for hi-tech jobs. 36 A second problem is
that new jobs are often located in different areas of the country and at

“substantially reduced wage rates.

.

Displaced workers do tace some special problems, the greatest
being geography. Most of the jobs that have disappeared are
bunched in rust-bowl cities where unemployment rates average
around 15%, while the greatest job growth is occurring in far-off
places like Dallas and Oklahoma.37

The combination of a mismatch in skills and geography is one reason
why the current recession is different from those of the past. Eco-
nomic growth will not bring jobs back to basic industries, This fact is
reflected in the increased duration of unemployment. By February of
1983, 12 million Americans were out of work; 2.6 million were out of
work for twentv-seven weeks or longer. William Johnson, a senior
vice president with Blue Cross-Blue Shield health insurance, explains
that *the average duration of unemployment is becoming longer . . .
{and] high levels of unemployment may be more chronic than tempo-
rary.' 3 The Congressional Quarterly Weekly Report supplies a con-
sensus opinion when it notes:

Analysts believe that many laid-off workers in troubled industries
such as steel or farm equipment or automobile manufacturing will
not get their jobs back when the recession ends, because the jobs
will have been permanently eliminated—by bankruptcies, chang-
ing technologies or other factors.?

Compounding the problem of structural unemployment is the fact that
many Americans cannot successfully compete for jObS now held by il-
legal aliens.

0

Hllegal Aliens

Depending on which estimate is believed, there are as many as 3 to 15
million illegal immigrants working in the United States. Many officials
in Congress and state government believe that these immigranis are
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directly competing for jobs with Americans. Congressman Romano
Mazzoli from Kentucky expiains: ‘

Contrary to popular belief, it is presently not illegal to hire an un--
documented alien. As a result, hundreds of thousands of undocu-
mented aliens enter this country each year to take jobs. ‘

These undocumented aliens come from all parts of the world, and
take jobs in all sectors of cur economy in all parts of our country.
\While no one knows for sure how many of these jobs might other-
wise be taken by Americans, it is clear that there are at least
some job displacements, especially at the lower end of the job
scile 40 B

Maleolm wovell, Under Secretary of Labor. has estimated that 40
million Americans compete directly with illegal aliens for jobs. Sen-
ator Lawton Chiles from Florida cites the cost of such competition.

The problems created by+#iegal [alien] jobs cannot be overstated.
It is estimated that there may be as many &s 6 million illega! al-
iens in the United States. Just last week 10.4 miljion Americans
were unemployed. The Congressional Budget Office estimates
that each unemployed « arker costs $7,000 in unemployment and
welfare benefits. If only 1 percent of the jobs that are held by il-
legal aliens were held by unemployed Americans, the costs of un-
err ployment could be reduced by over $400 million.¢!

Senator John East from North Carolina notes that *‘the testimony
presented to the subcommittee establishes that many illegal aliens are
holding good jobs that Americans would gladly accept, and that illegal
immigyration contributes to our high unemployment rate and depresses
wages and working conditions of many American workers.'"42

"“here are some commentators who :juestion the extent of such dis-
pr..cemer.: of U.S: workers. Repres ..tative of this view is The Nation
magazine article by Geoffrey Rips’

The charge that such worke~. take jobs away from Armericans is
open to dispute. In the recent recession, the areas of highest un-
employm nt—the Midwes ind the Northeasi—did not suffer the~
largest influx-of undocume.nted workers. Since the Tate 1370s, the
Sun Belt has had the ! west rate of unemployment and has seen
the largest influx of i* - gal immigrants.43

In addition, policymak. .« are working on both short-term and long-
range solutions to th. -~ clem of illegal immigration. Thes: proposals
include stepped up ho: . T patrols, sanctions on amployers- who hive
Jdlegal aliens, and .cng t=rin-development programs for Mexico and
Caribbean nations ‘uwe -, it is likely te ¥¢ = {5~ time before these
measures significa: iy redit.c the numbr. of licgal aliens in the Unit-
ed States. :
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«'zemployment: Harms

One immediatc result of unemployment is a substantial loss of in-
come. even if uncmployment does not last a full year. The Bureau of
Labor St.tistics concedes: ' :

Even though a family's income may not fall below established
- poverty levels as a result of unemployment, changes in its living
standard conld still be great. In 1981, 10.4 million of the 23.4 mil-
lion workers with some unemployment were members of families
with incomes exceeding $20,000. While these income levels are
more than twice some poverty lines, they may represent much
lower levels compared with previous years and may involve
curbs in family consumption, debts, and other possible sacri-

fices.s4 L
Not only is the family budget squeezed because of reduced inco

but alse 7 cause of lapsed health insurance, which usually accom-

paunies job termination. By December 1982, of the 12 million unem-
ploved, 10.7 miilion had lost employer-based group health coverage
for -t.emselves and their families.

It is not unusual for such coverage to continue for a while after a

worker leaves ¥Job, but 60 percent of group-insured workers lose

coverage within 30 days after their jobs end. Only 20 percent are

covered for three or more months after they are laid off, accord-

ing to William B. Johnson, senior vice president of the Blue

Cross and Blue Shield Associations. For a small minority, bene-
- fits may last as long as a year.3$

In addition, in America, loss of a job means loss of identity. Augustus
Hawkias, Congressman from California, explains:

To be without a job in this nation is to be considered less of a per-
son. Traditionally, Americans have' been defined by their jobs. A
person who is involuntarily without work is placed under tremen-
dous psychological pressure in addition to the obvious economic
burdens joblessness creates.46

These factors—Iloss of income, benefits, and identity-——combine to
create a host of individual and social problems. Professor *rirvey
Brenner of Johns Hopkins University, perhaps the most frequently
quoted authority on the harms of unemployment, wrote a 1976 cen- -
gressional report for the Joint Economic Committee on the impact of
unemployment. He used statistical data from 1940 to 1974 for both
the United States a\nd England to reach conclusions on mortality and
morbidity rates. Brenner found ‘‘an appalling rise in sickness, death
and aggressive behavior as unemployment goes up. The most signifi-
cant increases were in admissions to mental hospitals, homicides, sui-

R
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cides. admissions to prisons and, above all, deaths from stress-related
disorders such as heart disease. The overall mortality increase came
to more than 36,000 deiths for each 1 percent rise in joblessness.""47
There was also a great social cost involved, as Brenner estimates that
the recessions of the 1970s cost almost $21 billion in lost income, in-

_creased institutionalization, and provisions of services té the unem-

ployed.*® The Joint Economic Committee argued that Brenne: under-
estimated the total impact of unemployment. Albert Huebner reports
reasons which support this claim:

For example, it includes death, registered during only a relatively

short interval, yet cardiovascular, kidney and liver diseases often

develop for years before they become life-threatening. In addi-

tion, they can disable a breadwinner and disrupt family life with-
out even resulting in death.4?

Other research has shown that joblessness leads to:
« increased blood pressure .
« doubled likelihood of iliness or accidental injury
depressions, scif-doubt

domestic violence ' -

+ child abuse

mental health problems

reduced life expectancysv s

Those who are unemployed often delay seeking necessary medical
assistance or preventive care.

A survey last year by Medical World News indicated that all
across the country patients were paying significantly fewer visits
10 their doctors. In particularly hard-hit areas like Detroit, physi-
cians report up to a 50 percent decline in office visits. Dr. Louis
Ferman of the University of Michigan has done a formal study of
employees laid off during the 1975 recession-that confirras this in-
formal evidence. He found that dental checkups were the first |
casualty followed by annual physicals and then elective surgery.
The consequences of this deferred care are. that disease develops
which could have been prevented, and that minor disease is not
treated until it becomes major.5!

Brenner is updating his Joint Economic Committee §tudy. Preliminary
results indicatc that ‘‘the percentages of disease iqcreases are higher
and the impact of joblessness on the health of individuals lasts longer
than he had reported earlier.”'32 The Congressional Quarterly Weekly
Report elaborates: . ‘

Brenner now believes that an increase in stress-related illness

continues for 15 years after a period of high unemployment,
rather than five years. as his earlier study suggested.
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Brenner also thinks the current recession will be associated with
increases in other diseases. in addition to stress-related condi-
tions. Because nutrition, housing and access to medical care are-
being adversely affected by economic conditions, Brenner said,
he expects more cases of infectious diseases such as influenza,
tuberculosis and pneumonia. These diseases are associated with
crowding, poor sanitation and poor nutrition.

And because impoverished people tend to put off medical care
until symptoms become serious, Brenner also expects to see
more debilitating illness and death from diseases that respond to
early treatment, including cancer and heart disease, especially
heart disease related to hypertension.3

_ While there are some researchers who question the methodology em-
" ployed in these demographic studies, there is general agreement that

unemployment does have a negative effect on the individual, the fam-

ily, and society. Albert Huebner concludes: *‘The evidence is now

overwhelming that unemployment is a serious and long—term threat to

personal health, to the quality of-family life and to the well- being of
the community. The prestigious British medical journal Lancet does

not exaggerate in referring to sevege unemployment as the ‘new great

plague.’'’3% What is needed to resolve many of these problems is

gainful employment. Professor Briar states:

Studies have found that a job may be the most effective treatment
solution for many of the problems presented by jobless clients.
For instance, data on youthful and elderly jobless workers gener-
ated at the time they requested CETA job placements and several
months after placement, illustrated this phenomenon. Such symp-
toms of unemployment as the preoccupation with suicide, con-
flict, and stress were reduced or eliminated when these two co-
horts went 10 work. Moreover, respondents attributed such
changes to the acquisition of a job.5%

Government Assistance \

Various types of government assistance exist for the unemployed un-
til they find work. Many of the income maintenance programs dis- .
cussed in Chapter 3 are available for those who are jobless. The
primary income assistance program for the unemployed is the Unem-
ployment Insurance Program (UI. This program is described by
Elaine Knapp, editor of State Government News:

All 50 states and the District of Columbia, Puerto Rico and the
Virgin Islands have Ul programs, each administering their own
benefit standards. The Ul program covers approximately 97 per-
cent of all non-farm workers nationwide. Most states limit bene-
fits to 26 weeks. but extended benefits are available in most states
in periods of high unemployment with the costs borne by both
federal and state coffers.5®
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The Monthly Labor . view explains that extended benefits are avail-
able after workers exhaust the first twenty-six weeks of unemploy-
ment insurance and provide payments at the same weekly rate as the
regular program. Extended benefits are ‘‘payable for a maximum du-
ration of the lesser of 13 weeks or half the regular benefit duration.
Thus, regular prograin benefits of up to. 26 weeks are payable plus up
to 13 weeks of EB, [Extended Benefits], with a 39-week overall max-
imum of regular and extended benefits.’*57 In 1982, Congress passed a
special Federal Supplemental Compensation Act which authorized six
to ten weeks of additional unemployment benefits depending on the
level of insdred unemployed in each state. Federal benefits are also

-availabic- for several-categories of special workers. including. federal .. ..

1

military and civilian employees and workers adversely affected by
foreign imports. The latter program is described in the Social Security
Bulletin of May 1983: :

Workers whose jobs are adversely affected by international com-
petition are eligible for a variety of benefits under the Trade Act
of 1974. Besides training. relocation, transportation, and other al-
lowances, eligible employees are entitled to unemployment bene-
fits ¢alled trade readjustment allowances (TRA). TRA payments
are subject to reduction by the full amount of any unemployment
insurance benefits to which the worker is entitled.

-The Reagan Administration, anticipating a drop in the jobless rate,
has projected that total unemployment benefits in 1984 will be $19.1
billion and $18.5 billion in 1985. No changes are planned for either the
federal-state insurance program or for federal supplemental unem-
ployment benefits.*® An ongoing problem for the states has been the
strain placed on their jobless compensation funds by high unemploy-
ment. Many states are reducing benefit payments or tightening eligi-
bility requirements in an effort to keep their programs solvent. Others
are borrowing money from the federal government. State Government
News reports:

The continued recession and record unemployment have strained
state jobless compensation funds and caused states to increase
taxes or reduce benefits in order to help keep their funds solvent.

Since last April, at least 22 states have had to borrow from the
federal fund to pay unemployment benefits. As of February 28.
these interest-bearing loans totaled over $5 billion. The total
owed by 27 states to the federal fund was $12.5 billion. including
loans from the mid-1970's.60

There is some concern that these unemployment programs actually
lead to increased joblessness. Economist Paul McCracken notes:

Now we have to recognize that the more programs we have to
soften the impact of unemployment. the higher the “*cquilibrium™
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unemployment rate will be. Unemployment compensation. food

stamps—the whole array of programs—have a side effect of tend-

ing to increase the jobless rate because people are under less
" pressure immediately to take another job just to stay alive 6!

Both Jason Benderly of the Prudential Insurance Company and Don-
ald Clem of McConway and Torley Corporation believe that high lev-
els of compensation encourage workers to stay unemployed rather

than seek available jobs.®? .

Job Training

While numerous state and local governments have established pro- -

grams to train the unemployed in necessary job skills, the focus for
such training has been on the federal government. Georgia senator
Sam Nunn notes:

While the states have been at the vanguard in promoting inno-
vative job training programs, the scarcity of job training funds has
limited the states® abilities to promote participation among the
long-terni unemploved in existing job training programs on a wide
scale. At the same time. state employment agency personnel have
little incentive to place unemployed individuals in job trairing
programs. since their principal responsibility is successful job -
placements. &3 S

For example. over twenty states have now started retraining dis-
pluced workers for new high technology jobs. It is hoped that this
pool of qualified technicians will attract new business 10 those states.
Current federal efforts are embodicd in the new Job Training Part-
nership Act (JTPA) which replaces the former Comprehensive Educa-
tion and Training Act (CETA). JTPA will increase the involvement of
both local governments and business people in developing effective
training prfograms. The initial goals are to train disadvantaged youth
and 1o retrain displaced workers. Up to one miliion trainecs may be
enrolled this vear.®* Figure 3 illustrates some of the differences be-
iween the new JTPA aud CETA. Robert Guttman. counsei to the
Senate Subcommittee on Employment and Productivity, cites several
other advantages of JTPA:

First. the act contains a permanent authonzation, thus relieving
the program of the constant reexamination which was required by
the limited duration of authorizations in past legislation. Second.
it provides for advance funding whick ray relieve the program
from the burden of receiving altocations vnty atter the start of the
program year. Third. the act relies co pertorance standards
rather than E;fouss requirements, Wik 5o coforms in place,

the trainingprograms have an opportuaiiy for ra2honal planning
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and for evaluation that may give them the stability prcvxously
lacking.®s

The Reagan Administration plans on spending abou’, $3.8 billion on
job training in both 1984 and 1985. This amount is i1 addition to the
over $30 Billion spent by private mdustry to train or retrain workers
Most of this private sector spending '‘is aimed at improving ‘the skills
or knowledge of employed workers to keep even more workers from
becoming unemploved. In the future, private employers are likely to
come under increased pressure from organized labor to provide train-
ing even for displaced workers who might find jobs in other compa-
nies." 6 Howcver, the level of retraining has fallen off in recent
vears. Harvard economist James Medoff notes that **during the 1970s
the proportion of U.S. workers receiving employer-sponsored training
dipped from !.5 percent to 1.4 percent, and the number of hours of
training for cach training dropped from 7.5 to 7.2 per year.” &3

Government training programs should be targeted at those among
the unemployed who will not benefit from private job training or be-
cause industry has shown little interest in employing them. These
groups include many of the hardcore unemployed discussed earlier in
this chapter—minority youths, AFDC recipients—as well as those
susceptible to structural unemployment—young people and displaced
workers. Many of the individuals i these groups will not benefit from
jobs created by economic growth without first completing a training -
program. ’

’

DIFFERENCES IN JOB TRAINING PROGRAMS
CETA

~+ Stipends for all participants.

+ All partwipants must be beiow federal poverty level.

+ Private sector and industry coupcil were mostly advisary,

« Mot local programs were paid for training cost, regardless of placements.
JT?A

No stipends paid. Chil care and transportation available in some circum-
STances,

.

Altilough 20 percent of the participants must be below federal poverty level,
the rest must have some oiher barner to employment, such as dnp\a»cd
homemakers.

« The privaie sector shares authority for funding programs with clected offi-
cials.

.

Payments to many programs contractors based upen the placement of par-
ticipants 1n jebs.

‘Figu:'c 3. From: Sacramento Bre, Aprnl 8, 1984,
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Private Sector Jobs

The real test of any training program is whether there are jobs for its
graduates. Senator Nunn believes there will be ample opportunity for
future employment.

According to the Department of Labor, Throughout this decade
we can expect an-znnual shortage of £7,000 pesitions in industnal
machinery repair; 28,000 computer operators; 21,300 machinists:
10.000 computer systems analysts and technicians; 3008 400l and
die makers; and 19,000 Yicensed nurses. By 1990, the Labor De-
partment projects a cumulative skilled labor shortage of 2.5 mil-
lion workers in just 13 occupations.? ’

fnaddition to these high-tech jobs, there will be tremendous mncreases
iivhe number of low-skilled jobs. Henry Levin, professor at Stanford
University, projects growth in clerical and service jobs.

The total number of new jobs generated in these and other high-

1echnology occupations will be vastly outweighed by the number

of jobs genersted in other areas. For insiance. the five occupa-

tions expectes to produse the most new jobs in the 198615 are all

in low-skilled areas: janitors, rurses” aides. salzs clerks, cashiers,

and waiters and waitresses. No high-tech occapation even makes

the **top 20™ in terms of total numbers of iobs added 1o the u.S.

czonomy. While employment for engineers, computes specialists,

and other high-technoiogy professionals will grow almost three

times as fast as employment overall, these occupations will gen.

erate only about 7 percent of all new jobs durning the rest of this

decade o9

"~ An expanding cconomy must 2ol only suppiv jobs tor new workers
but also create work for those displaced by automation, '
Some economisls express concern that increased automation of
factorie: and offices will decrease future job opportunities. Pat
Choate. a policy analyst for TRW Inc.. predicts that “ten aulhen o
1S million manufacturing workers, and perhaps as maay service work-
ers. will see their jobs disappear by *™v year 2000, 1t 1s uncertam
how manyv of these whbrkers can be effectively trained for new high-
tech jobs. Recent experience with retraining dislocated la™orers indi-
cates a great unwillingness on the part of these workers to wither trusn
for new jobs or accept lower paying. low-skill employment. in ad-
tion, many of the hardcore unemployed are unlikeiv 1o find mnch help
getting pavate sector jobs.

Federal Jobs

Calls for swift federal action to immedsatgly find jobs for the unem-
ploved are not new. Dunng the {930, The Crvifian Conservatwen
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cmpioved: and the voucher syatern would creste 300 000 jobs °-

(oagress has tried to pass o Youlh Conservation Corps program o
ras 100,000 teenagers minimum wage 0 help Cican up the nation’'s
rarcs, foresiv. and public lands Arnother jobs bl hes heen produced
which would cccomplish the following ebjecthives

tar, ol Lamor Donavan eoum

[t aould appropriate $3.5 billion for new jobs, tying this as-
sistance ditectly to a state’s unemployment rate. To be chigible.
(zeaan must be unempioyed for 15 weeks or more; first prefes-
cnce s given exphiciily 1o thode who've exhzusted their unem:
riny ment benefits. The jobs must be labor-inlensite, with no less
trhan 78 percent of the funds used for wages, the projected codt
reor ot dsjust $S10,000 Finally | the hill recegmizes the urgency of
spending the money. work on schools, for crampie. must hegin

~ntran 1200 davs of the Rili's nassige ™

W this Bl s prosably belier than the 19%2 jodw srogram,
wivoro e chence of paowige
o proeblems with past job cresiion proposals, o number of
that pubhic employment s crilically imponant to
wobvng problems among the struciurally unémployed Prafessor Briar
rotes Guarantesd johs should constitute the cormerstione of all other
wereier s and peheies related to the uricmployed. Without being en-
tjed o gebseorkars will remain pewns of & fluctuating cconoms
cu b uadh Re sacnficed to treat vsoalls Y Bernard Anderson, direclor
Trre S vervices Deraon of the Rockefeller Foundation, argues
voof the hardiore unemplonved ere net going 10 be hured by
! y 16 be created through oo
cConemie receeers, simply because there are ton many beiter
Gualined workers currentls avajabie That group needs puricly sus-
walfon (et them o the fabor maerkel and z2ive them
ha kg of wark capenience they need to ultimately be nredinto pro-
cateoectar jobs D Congressman Hawians concludes

pors nehice

- oo ey
gl G
' IR

(]

TR EIE

eroprreate seCtor moany joby that are

corted ok o

W hgve seen thal the privale sectar s unable o provide cnnugh
sobhs for the muthions who are abic, walling, and seeking emplaoy-
ment 1t s therefars the government's responsiblity to provide
thoae opportunidics until such time that the economy improves
ao hBusinesses ¢an once again be the pomary prowader of jubs o

L ROALICY

Prubiie Nector Joke

There are baswcally two types of direct goveriment jobs—pubdl serv-
ice and public works Pubhic service jobs, such as those « . merly
funded under CETA . cun be quickly set up for people to ' ork for

er
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hospitais, child care centers, government offices, and programs for
the needy. While many of these jobs perform vital services, the pri-
vate sector could do hittle to absorb these workers because of the lim-
ted skdis involved in their work. Thus, government would be faced
with the prospect of providing «:ngoing support for these jobs.

The other type of employment involves building or maintaining
public fa...iies, roads, bridges, and dams. The creation of projects
far these workers requires significant lead time. However, there are
vast unmet needs in rebuilding the American infrastructure. During
the past two years, most major magazines have carried articles chron-
iching the deterioration of America’s physical plant. Among the major
arcas requiring repair or replacement are:

« %000 mules of the interstate highway system needs reiair

« 4¢ percent of the nation'~ bridges are structurally or func-
nonally dehcient S
wrater and sewer systems in many citics of the Northeast and
Midwest need replacing

thousands of miles of state. tocal. and rural roads need major
maintenance and reparr

thousands of public faciliies including ports, ralroads, mass
ransi! systems, jails and «chools also need replacement or mod-
ernization :

The cost of these repairs is estimated by the Assoctated General Con-
tractors of America at $90%9 million. Dr. Amitay Etzioni calculates
that $300 killion a year would be required for ten years to properly re-
huild our infrastructure. ™

Hawkins suggests that the federai government could target expen-
ditures 10 areas such as housing, energy. transportation. natural re-
wources. and the environment to create jobs and reduce inflation. He
caplains

Nerded aow are Jub-creation programs that target federal spend-
ing on the long-term unemployed who unfortunalely will be hitle
heiped by a general economic recovery. We neced to target gdr
spending in arcas that can achieve the multipurpuses of pusiing
people 6 work, providing services or goods. and tightinginfla-
non Areas such as community improvements: busldingrenova:
.iny and repairs: road and olher infrastructure repairs; services
such as health care, puhlic safety, education aid, day care, ¢t
cetera, and reclamation of pubhc lands all fall within the param-
eters of such a program .#4

For cxample. the Construction Industry Research Board, in a study
for = Califormia Departrent of Water Resources, indicated that “*for
every 31 million in sewer works construction, $4.72 million in total
siles are generated, and 12@onstruetion jobs and 53 general economy

. 86
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jobs are created. And a significant portion of any public investment in
construction is returned.to the public treasury in the form of taxes.""#

Public Employment Problems -

In addition to the difficultics mentioned in the preceding section,
there are a number of other concerns about federal job creation.
First, the per job costs would be very high. Public works, for exam-
ple. are capital-intensive, which means that it will take an initial in-
vestment in machines and technology before jobs for people can be
created. Patricia Cohen explains:

There's ngthing necessarily wrong with heavy comstruction, as

anyone who's looked at the sorry condition of our re...ls and

bridg,es well knows. Bat because public works are so capital-in-

tensive, they don't generate many jobs. Some of the water proj-

ects furided in this bill can cost as much as $100,000 for every job

created. A $5.6 million highway project in Mississippi will employ

a grand "otal of B3 people. ¥

Public works are also costly because they are not targeted at low-
skilled workers or at women and minorities who are less than 10 per-
cent of all construction workers.

A second problem i perceived: decreased unemployment leads to
increased inflation. The economic concept is called the Phillips curve
and it demonstrates the inverse relationship between unemployment
and inflation in the United States. Assuming that there are harms at.-
sociated with higher prices, it is not at all certain that public employ-
ment triggers inflation. Since wages are set by the government, wage-
hased inflation should not occur. In addition, the U.S. economy has
endured both high inflation and high unemployment, a fact which
“renders the Phillips curve a vulnerable, if not inoperable, premise
for addressing full employment.”’87 Some advocates of government
job programs note that such plans would actually reduce inflationary
pressures by reducing budget deficits. Congressman Hawkins notes:

Direct job creation will. after an initial expenditure, reduce the

budget deficit because people will be able to pay taxes to the -
Treasury again, while providing needed goods and services 10 an
expanded economy. .

Johs programs, properly targeted to areas of high unemploy-
ment. and sectors in the economy experiencing problems will
ease inflationary pressures where they may flare up.*#

The third set ofdisudvamagcs‘ are based on the risks associated -
with working. For example, if formerly unemployed workers are em-
ployed repairing the roads, it is more lil@y that they may be involved

/
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in a work-related injury or death. In 1981, 4.370 employees died in
work-related a.idents. The construction industry accounted for I8
percent of fatahities which was over three times the industry’s share
¢ ~mployment.%® Construction also had the highes\t incidence of
w. . -velated injuries. Other jobs cpuld exposz workers to long-term
heo.  -azards from toxic or carcinogenic matcerials. While these risks

may nall. especially whep compared with the unemployment
harme .« nrtedb’y Brenner, they Jo serve to balance the equation.

An @ “‘nted issue arises when single parents of young children
work. This - -rrn was expressed in Chapter 3 in the discussion on
workfare. bu: - 1a be mentioned again. For single parents, inade-
quate care of .~ - 'dren is often the price of employment. Sheila
Kamermam. pro: - . - social policy and planning at Columbia Uni-
versity. obserss oo T ‘

The cuth.i . .4 &rp programs are especially significant
in the.r 10060 o v - fes tow- and middle-income children,
Many of .~ =y sidwer wihe. were in publicly subsidized pre-

schoo! prow.iivs are being transferred into informal and unregu-

lated fami'y say care 3¢ suhsidies are cut back and programs

close or parents lose thair ehuibility for 8 subsidy; the children

must ade . 1o 4 new Cuv giver and often o the loss of friends.o¢
The suggestion: that recirivuts of public service jchs could care for .
these children has met with opiosition. Janet Diamond, a leader of
the Coalition Tor Basic Human Ncedas in Boston, asserts: “‘Low-in-
come neighborhoods are ne place to tak: chances with clildren, but
that is just what is forced on mothers because of workfare. Placing
¢hildren, all day. in the homes of other workfare wornen who are un-
trained. unpaid. unlicern-ed and who are reluctant day-care providers
is opening the door to increased abuse and negi=ct.”™!

A final area of disadvantage centers on ti,c oppartunity cost of
vorking. If jobs are provided to all employable poor, then they wili
not engage in other activities such s finishing high school, attending.
community colleges. or joining the ctmed forces. The National Com-
mission on Employm "nt ond U.employmer.: Statistics determined
that with the change to 1 volunteer systen . niilitary employment is
not subst ntively different from civilian emp.oyment.*2 One hypoth-
esis is 1thst enlistments in the armed forces va v with the unemploy-
ment rate. As unemployment is reduced, fawer .reruiis join the All-
volunteer Force (AVF). A research team of Ash, ' ~own, and Udis
studied this phenomenon and concluded.

By way of summary, »urf evidence points to rather lower pay
clasticitie~ than had - :en previously estimated, no significant ef-
fect of ‘tncmploymer oa recruitment, a positive stimulus to vol-
untary cnlistments ;iom th ‘raft, and a weak but pervasive
change in tastes away from meaary sefvice. -

8¢
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The evidence on the lack of an unemployment effect on acces-
sions is overwhelming. In none of twenty regressions is the up-
employment variable significant at even the 35 percent signifi-
cancc level.93 , '

Other studies cited by the authors also reported no significant em-
ployment effect on enlistments. David Grissmer argues that the
“armed forces increase their selectivity during periods of high unem-
ployment, zutting back on non-high-school graduates while mair:tain-
ing desired recruitment levels through higher rates of unempioyrent-
induced enlistments from the more select group. This could certainly
account for the weak unemployment effect observed for total volun-
teers.”

Conclusion

The 1ssues involved with federal provision of jobs are complex For
the structurally unemployed, jobs must be precedsd by iob training.
Even if 2il the employable poor “sund weork, there would stili be a
need for i~come mainterance programs to assist those whkn cannot
work. This proposition highlights two opposing nolitical philosuphies
of governme.:t intervention versus privare sector integri'v. The future
of millions of unemployed Americans await the resoluta of the de-
bate.
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