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I. Introduction and Overview

The 1960s saw great activity in the development of American social policy. Long-standing programs were modified and expanded, and much new legislation was passed. A civil rights revolution took place, and providing equal access to the American Dream for all was placed in a prominent place on the political agenda. In addition, a war on poverty was declared and the goal of eradicating rather than ameliorating poverty was established. Areas of sizable program expansion of particular interest to the poor included cash transfer programs, education, housing, and health financing programs.

At the time the war declared in 1964, 36 million people were counted as poor by federal statisticians. In 1976, after federal outlays for income security and other social welfare programs had grown at a rapid rate for 12 years the number counted as poor remained at about 26 million. Despite massive increases in direct income transfers, poverty remains. The reason for this seeming paradox is that most growth in outlays was not in programs carefully targeted on the poor or having impacts on their incomes. Most new money has been added to social insurance programs--primarily social security. While some of any such increase in benefits goes to poor people, it is a small fraction. Other programs funded under the banner of war on poverty--training, health care, education, and other services--proved to have little or no short-run impact on people's incomes or employability even though they have proven useful in achieving other objectives and may still prove to have significant longer run benefits

Controversial as all of the social welfare expansions were, particularly many of the anti-poverty programs, none were more controversial and conflict-laden than the attempt to enact structural reform in the welfare system that took place in the late 1960s and early 1970s. At the start of the 1960s, a large number of program proposals for improving the existing set of income transfer programs circulated widely, within government and outside. By the end of the Democratic years in power, most such proposals had been discarded as excessively costly in relation to the benefits they would yield, or had been enacted. The welfare system, extensively criticized, had not been reformed and the tasks of choice of a plan and transmitting it to Congress was left to an incoming Republican President.

Many specific program plans for welfare reform were discussed during the Democratic years, most falling within one of two well-defined strategies:

·
Provide direct government income support to all low-income Americans, and build other initiatives on that base of support.

·
Provide income support to those who are unemployable, or whom society has deemed not required to work, and let everyone else earn their incomes, either in the private sector or government jobs.

Each strategy can accommodate numerous reform plans, and the apparent simplicity with which the strategies can be stated disappears quickly as specific operational plans are enumerated.

Within each strategy there are liberal and conservative plans, and liberals and conservatives can be found among proponents of each strategy. This makes for complex politics, which is sometimes difficult to follow. The reform debate within the last Democratic administration took place largely among liberals, and involved different views of the proper strategy to follow. Conservatives involved in the public debate over reform also split over which strategy was to be preferred, but generally preferred less generous plans within either strategy. President Nixon in his early proposals chose modest plans consistent with the universal strategy.

The legislative struggle that took place in the early 1970s also revolved, in large part, around choice of strategy. The House opted for the universal income support strategy, at a moderately low level. The Senate opted for the categorical strategy, at an abysmally low level. The President could possibly have resolved the issue one way or another, but chose not to intervene in the last days. That struggle ended in stalemate, with traditional family welfare programs unchanged, but with two new federal programs added--one consistent with each of the strategies. The SSI program, adopted in 1972, federalized and liberalized welfare for the aged, blind and disabled. The Food Stamp program, made universal in 1974, is a low-level universal income supplement plan, with eligibility determined by low income.

The purpose of this paper is to briefly review the major proposals that were put forward during the decade of the 1960s, to relate the nature of the debate over programs and strategies, and to assess its legislative aftermath. To do so it is necessary to briefly trace the development of the programs in need of reform, since the system was developed over a long period, following a strategy laid out in the 1930s. Section II of this paper provides such an outline. Section III outlines the criticisms of the income security system of the '30s that developed during the debates, and the split which developed among "liberals." The congressional struggle over a specific reform plan is outlined in Section IV, leading up to the death of President Nixon's Family Assistance Plan in 1972. An Appendix outlines many of the reform ideas of the 1960s, and a number of comprehensive plans put forward in this context.

 


II. Development of the Current Programs

A major Federal role in income security appeared fairly recently in our history. Other than some early provisions for veterans, and providing opportunities to participate in economic development of the frontier, the Federal government left the task of providing income security to States until the Depression of the 1930s. The States continued to follow their colonial practices, largely modeled on earlier English practice. Persons viewed as employables were generally not generously treated.

Easy access to free or cheap land provided access to a living for many for much of our early history. As this outlet for employables closed, rapid urbanization, emigration, and mobility and rootlessness caused breakdowns in earlier support systems--family responsibility, church charity and private charity, and ultimately local assistance systems. As America became increasingly urbanized and industrialized, tales of urban squalor, poverty, malnutrition, and the like increasingly dominated the social reform literature. Pictures of unhealthy children and large families crowded into small apartments were widely circulated.

To deal with these problems of an industrializing society with a rapidly growing population with neither land, capital, nor skills, a patchwork set of state and private programs developed. These included programs of unemployment compensation, mothers pensions, aid to the blind, aid to the aged, and workman's compensation programs, and elaborately organized private charitable organizations. For the poor population not eligible for assistance under the public programs, work in the private sector was the sole or main source of income available. If earnings were inadequate, families might do without, and many did.

This system could not deal with problems of severe economic crisis and prolonged mass unemployment. In such conditions it would break down, and prove inadequate for maintenance of a stable society. The Depression of the 1930s led to such a breakdown in the system, and forced a search for something better. Long-term mass unemployment on what seemed to be an unprecedented scale appeared, and Federal action to provide relief became necessary. State and municipal systems of relief and private charity were financially unable to deal with such widespread distress.

New Deal Program Development

The history briefly noted above is known today only to students of the subject, and some of our older citizens. First-hand experience with the fairly widespread deprivation that existed until well into the 20th century, fortunately, has been denied to most living Americans. The severity of the Depression of the '30s forced the Federal government to create programs that would function even under very serious conditions. Many programs were adopted during that crisis, and a national strategy for income security was developed that has achieved wide political acceptability. It has been generally and enthusiastically embraced by most liberals, and accepted as a necessary evil by most conservatives.

The overall strategy for an economic security system was put forward in 1935 by the cabinet-level Committee on Economic Security, appointed by President Roosevelt. Most of its recommendations were enacted into law, although some were extensively modified. Its-permanent legacy exists today in the Social Security Act. Other programs that it recommended, which were viewed as necessary for a complete income security strategy, proved transient and disappeared during the boom times brought on by World War II.

Specific recommendations were made for a number of programs and policies. The Committee recommended:

1)
Employment assurance: "...stimulation of private employment and the provision of public employment for able-bodied workers whom industry cannot employ at a given time." They noted that while most needed during crisis, such activities would be needed in normal times as well to deal with problems of stranded communities, declining industries, and other special problems. Public employment programs should be a part of permanent policy, and not simply an emergency measure. The size of programs would vary with economic conditions.

2)
Unemployment compensation: A system of state-run unemployment compensation should be created to serve as "...a front line of defense...." They viewed it as both a program to deal with short-run income support needs for workers and to maintain general purchasing power in periods of high unemployment. It was to be financed by employers on a "contractual basis," for limited periods, reserving government funds for programs providing work.

3)
Old Age Security: A mix of non-contributory "pensions," compulsory contributory annuities, and voluntary contributory annuities should provide security in old age. The non-contributory pensions would provide for the currently aged poor. Compulsory contributory annuities were to provide for the future retirement income of workers. The voluntary government annuity system was to be available to the self-employed and professional groups.

4)
Security for children: A Federally sponsored program modeled upon "mothers' pension" programs already operating in 45 states should be adopted. The state programs were in dire financial straits, and Federal grants were needed both to keep them viable and to allow improvements. Provision of supportive services for homeless, neglected and dependent children, and handicapped children were part of the recommendation.

5)
Ill health: They recommended a nationwide preventive public health program, and noted the need for a national system of health insurance, to be developed later.

6)
Residual relief: Residual relief for those unable to work should be left to states, but they noted the desirability of improvements on past practices.

Their report provided a basis for legislation and policy both during the Depression and in later years. Major public works and employment programs were adopted -- but on a temporary basis rather than as the permanent devices proposed. The income transfer programs they recommended were modified somewhat and permanently adopted, in the form of the Social Security Act which created social security, public assistance, unemployment insurance, and limited health and welfare service programs. Although extensively amended over the years, the basic income transfer program structure created with that Act remains with us today.

 

 

The Model Behind The Programs:

The overall structure put forth was based on a model of how a modern society must function to provide economic security to all of its members. The model required that the economy should be made to function so well that anyone who is capable of work would be able to find a job at a high enough wage to adequately support himself and his dependents. The government could do this by stimulating private employment, statutorily mandating a minimum wage, and financing public works and other public employment if needed. It was assumed that such employment would insure adequate income.

With this vision of the desired society, a program strategy such as the one we adopted made sense then, and would now if the institutions functioned as envisioned:

·
Long-term income assistance would only be provided to those outside of the labor force for socially acceptable reasons. It would, to the extent possible, be related to past earnings. Social insurance is to be the key anti-poverty program.

·
The involuntarily unemployed would receive similar earnings-related benefits for a defined period, while they sought their next job.

·
For those in the dependent categories, but without insurance coverage, income-tested assistance would be provided.

·
Able-bodied non-aged individuals who are not the sole custodians of young children are expected to fully earn their way during their working years: the government is to ensure that they have that opportunity. While working they are to accumulate credit for various insurance through their earnings history.

·
Welfare programs available to them--the AFDC-UF program adopted much later and local general assistance programs--have always been viewed as short-term or emergency aid.

Our programs have changed a great deal since the Depression, but still reflect the same underlying strategy and assumptions that emerged from a long and continuous historical evolution of economies and ideas. Elements of the system have been traced back to medieval times, when guilds performed some social insurance functions and the church provided assistance to the helpless.

Refinement of the System Up to the 1960s

Those aspects of the 1930s strategy calling for creation of plentiful jobs have never been adopted as a permanent and regular part of national policy, although debate and political conflict have been continuous. Thus, the model has never been fully implemented.

In the intervening years there has been continual political battle between liberals and conservatives over its completion. The tendency has been for "liberals" to support the overall strategy outlined. That is, they tend to favor:

·
large-scale public works and public employment to create plentiful jobs at all times, on the grounds that such activity is needed to achieve a full system of economic security,

·
steadily higher minimum wage rates to ensure that workers' incomes are adequate,

·
improved social insurance programs,

·
generous welfare benefits for those not in the labor force.

On the other side, "conservatives" tend to accept the income security programs as enacted, but to oppose other actions except during serious recessions. They argue that minimum wage increases eliminate jobs, and that government efforts to keep tight labor markets during periods of relative prosperity are inflationary, breed economic inefficiency and prove counter-productive in the end.

Development of a comprehensive income security policy lagged between the end of the Depression and the 1960s, in part due to a stalemate between the forces noted and to pressing external events.

During the World War II economic boom, concerns with government action to provide income security could be put aside, as jobs were plentiful and civilian labor was in short supply. During the immediate post-war period, political concern was more narrowly focused on avoiding a serious post-war recession and fostering economic growth. During the 1950s the view was fairly widely held that the poor would benefit more from economic growth than from redistributive policies, and little was directly done for the employable population. It was commonly assumed that low unemployment, a rising average income, and general economic growth would eliminate poverty.

Even during this period of retrenchment and consolidation older programs were modified somewhat and extended, largely improving economic security for "deserving" non-labor force participants. Numerous incremental changes in the New Deal programs took place, and some new ones were added to the original set. The record since enactment of the Social Security Act and the ending of the Depression through 1960 is roughly as follows:

·
The Employment Act of 1946 created a Council of Economic Advisors and a Congressional Joint Economic Committee. These political mechanisms ensure that the need for economic policies to stimulate employment and growth are highly visible and considered publicly. No specific policies are required, however, and attempts to pass a Full Employment Act failed.

·
Those mechanisms and others have been used to develop and implement fiscal and monetary policies to regulate the economy. Tools used have included public works projects, public employment, and tax cuts. Each recession leads to unique solutions--some successful, some not. Such policies have, occasionally, been held responsible for creating both inflation and recession.

·
Programs enacted in the 1930s were expanded, extended, and liberalized, but within their basic framework. Disability Insurance was added to basic Old Age and Survivors Insurance in 1956, Aid to the Permanently and Totally Disabled was added to public assistance in 1950. Minimum wage rates were periodically raised.

·
Narrow provisions were enacted during the 1950s to allow medical vendor payments to pay for some health care of public assistance recipients.

By 1960, however, complete implementation of the vision of a comprehensive system had not been achieved. Regular programs to stimulate and generate adequate employment opportunities were not in place, nor had provisions been made to finance health care needs. Serious consideration of the entire income security system awaited the 1960s.

 


III. Resurgence of Social Policy Development


and Reconsideration of Strategy

The 1960s ushered in a new period of activity based in part on the long deferred plans of liberals and the coming to power of an activist Democratic administration. A set of new social welfare programs was adopted in the first half of the 1960s, many inspired by the earlier vision. Starting with the Area Redevelopment Act of 1961 and the Manpower Development and Training Act of 1962, we adopted programs to stimulate employment and otherwise improve the well-being of individuals at rapid pace. Among the major ones are:

·
The Economic Opportunity Act of 1964, implementing the war on poverty declared by President Johnson.

·
The Elementary and Secondary Education Act of 1965, to improve educational opportunities of disadvantaged children.

·
A sizeable permanent income tax cut in 1964, stimulating the economy and generating higher levels of employment.

·
The addition of AFDC-UP to the basic AFDC program in 1961, a first departure from the principle of not providing routine Federal welfare assistance to unemployed employables.

·
The social security amendments of 1962 and 1965, which created broad, Federally funded social services programs and medical care programs for welfare recipients and retirees under social security, respectively.

·
A Food Stamp program, initiated as a pilot project by Executive Order in 1961, was enacted in 1964. This program was originally available at local option and remained small until Federal benefit and eligibility standards were imposed in 1971 and all counties were required to adopt it in 1974.

As this legislative activity took place and programs were implemented, some of the analysts, planners, and political officials engaged began to have some doubts. They had few doubts about the objectives being pursued--opportunity, equality, ending poverty, or providing jobs. They did, however, begin to question whether the entire structure of the New Deal vision, even if fully implemented, could achieve the intended objectives.

Basic criticisms of both the vision and programs emerged by the middle 1960s which persist to this day. The conflict among liberals over the workability of the structure envisaged in the New Deal model complicated the traditional liberal-conservative clashes over whether to do anything with simultaneous clashes over which liberal strategy to pursue. This conflict emerged most clearly during the welfare reform debate of the late 1960s to early 1970s, and continues today. The origins of the clash were in the war on poverty, which caused review of both the model and the programs of the 1930s. The doubts first emerged in criticisms of the welfare system, then moved on to other programs, and quickly were expressed about the self-help strategy implicit in the war on poverty itself. This led some, who can be referred to for convenience as the "poverty analysts," to seek a new strategy.

Programmatic criticisms

Early in the review of programs, the public assistance system was found wanting. Among the revealed sins were:

·
Many recipients of welfare remained poor despite the aid they received.

·
Benefits provided to equally poor people varied widely, depending on geographic location, age, sex, family composition, and other criteria unrelated to need.

·
Many of the poor were excluded from eligibility, despite having incomes lower than some eligibles. The ineligible working poor, in particular, were discovered.

·
The structure of the system provided financial disincentives for socially acceptable behavior. Recipients had little financial incentive to work. And poor families could gain financially by splitting.

·
The programs were extremely complex and key elements were left to local or caseworker discretion. Their administration was inevitably rife with errors and seeming inequities.

When looking beyond the assistance programs, things seemed not much better.

·
Social insurance programs troubled the poverty analysts. Items noted included:

--
Many social security beneficiaries remained poor despite expensive redistributive elements that had been added to the system over the years.

--
Unemployment insurance benefits and coverage varied widely by state, with many benefits being very low. And the bulk of benefits did not help the poor.

·
Upon careful scrutiny, however, it did not seem likely that social insurance programs could serve as very efficient or effective vehicles for significantly aiding those who remained poor. Since benefits were tied to past earnings records, they could not be easily made to help those who had never had decent earnings.

Finally, relying on labor markets to help employables was scrutinized. Here, the results of analysis were not promising.

·
Early experience with manpower training and other service programs designed to change the characteristics of the poor were very disappointing. They did not seem capable of increasing potential earnings--at least in the short run.

·
Those already working but poor were not helped by service programs.

·
Jobs were not in plentiful supply for the unskilled, and had not been for quite some time.

The poverty analysts reached a conclusion very early: the war on poverty was doomed to fail without directly increasing the incomes of the poor. Choosing a programmatic means of achieving this obvious goal led to a split among liberals, as it involved reconsideration of a long-accepted strategy.

By starting to review programs using the criterion of poverty elimination, a more stringent test of performance was being applied than before.

This test was a new element in program review. Once poverty was defined statistically and officially measured by the government, analysts and politicians made a discovery: even when jobs are relatively plentiful, there are lots of poor people. Table 1 presents the problem as analysts saw it in its simplest form. In 1969, when unemployment was at its lowest since World War II, there were still 24 million people counted as poor. Many of the poor already worked, or were members of employable groups ineligible for assistance. Others received assistance, but still were poor.


Table 1. Unemployment Rate, Number of Persons and Families in Poverty


1960-1975

Year

 Unemployment Rate (percent)
 Poverty Count (millions)

All

Males

Females

workers
20 and

20 and

Persons
Families

over

over

1960

5.5

4.7

5.1

 39.9

8.2

1961

6.7

5.7

6.3

 39.6
 
8.4

1962

5.5

4.6

5.4

 38.6
 
8.1

1963

5.7

4.5

5.4

 36.4
 
7.6

1964

5.2

3.9

5.2

 36.1
 
7.2

1965

4.5

3.2

4.5

 33.2
 
6.7

1966

3.8

2.5

3.8

 28.5
 
5.8

1967

3.8

2.3

4.2

 27.8
 
5.7

1968

3.6

2.2

3.8

 25.4
 
5.0

1969

3.5

2.1

3.7

 24.1
 
5.0

1970

4.9

3.5

4.8

 25.4
 
5.3

1971

5.9

4.4

5.7

 25.6
 
5.3

1972

5.6

4.0

5.4

 24.5
 
5.1

1973

4.9

3.2

4.8

 23.0
 
4.8

1974

5.6

3.8

5.5

 23.4
 
4.9

1975

8.5

6.7

8.0

 25.9
 
5.5

Source:
Unemployment data, Economic Report of the President, 1977, p. 221. Poverty data, U.S. Bureau of the Census, Characteristics of the Population Below the Poverty Level, 1974, Series P-60, No. 102, p. 13 and, Money Income and Poverty Status of Families and Persons in the United States: 1975 and 1974 Revisions; Series P-60, No. 103.

Thus, the poverty analysts came to accept the full employment vision as attractive and worth achieving but insufficient. Many concluded that the principles of the program system of the 1930s are based upon a wish rather than reality. They concluded on the basis both of simplistic analyses, such as that presented in the table, and modern econometric projections that the tightest attainable labor markets, coupled with further "perfection" of the traditional programs, would not eliminate poverty. There would still be workers with low earnings relative to need; there would still be some unemployed persons.

They concluded that to achieve the objective while relying exclusively on earnings for workers required very large commitments to high-wage public employment for millions and the possibility of inflation. A cheaper way was needed. Despite the great accomplishments of the New Deal programs, they concluded that programs based on that strategy could not completely provide economic security to all Americans, except at unbearable cost, both in budgetary terms and in terms of societal and economic disruption.

The New Strategy of the Poverty Analysts

The first overall anti-poverty plan was presented to the White House by Sargent Shriver in 1964. It stressed three programs: a large-scale public employment plan, community action, and a negative income tax. In each succeeding year a new plan was presented. The plans varied from year to year, but each included a negative income tax plan. The NIT would provide a basic guaranteed income, to be reduced by only 50 percent of earnings. This was designed to maintain work incentives for new recipients of cash aid, and to strengthen work incentives for recipients of AFDC. AFDC and other public assistance programs would be completely displaced by the negative income tax after a phase-in period.

Detailed memoranda were provided each year outlining many reasons for this proposal, and presenting different ways of phasing in such a plan. Several elements of the analysts' reasoning are crucial to understanding their recurring insistence of the need for this program.

·
Data on the characteristics of the poor indicated that the only way to increase their incomes quickly and with certainty was to provide a system of direct income supplements to all of the poor.

·
The fact that "employables" were ineligible for public assistance created inequities. It was possible for an AFDC family without a worker to have a higher income than a family headed by a low-earner.

·
Improving welfare benefits within the categorical framework of the program would exacerbate this inequity. Since employables and the working poor needed higher incomes, and to eliminate the inequity, a universal rather than a categorical program was needed.

·
A NIT with a poverty-level guarantee would completely displace the existing state-run public assistance programs. This was desired because of the great variation and excessive complexity of the state programs, and because the programs were amenable to coercive administration.

·
The NIT provided strong financial work incentives. This was viewed as necessary for two reasons:

--
Employables" were to be eligible. To solve the age-old dilemma of providing aid to the able-bodied without encouraging malingering required that they be given a strong self-interest in working.

--
AFDC provided benefits to many individuals who could work but were discouraged. By program design they were deemed unemployable, and earnings reduced grants on a dollar-for-dollar basis. This disincentive conflicted with some basic facts: a) many of the women receiving such aid were capable of work, and did; b) many mothers of young children not on welfare worked; and c) sentiment with respect to their "employability" was shifting, reflected in the 1962 amendments providing rehabilitative services.

·
Finally, OEO advocates noted that the NIT program would be smaller and less necessary if full employment were maintained, and if the service programs worked. They argued that if the NIT were adopted, the cost of failure to deliver jobs would be borne by the government rather than the poor.

This was a fundamentally different position than most traditional liberals had taken. It called for a shift from the traditional policy that the "helpless" should be deemed out of the labor market and provided for adequately by society. It argued instead that society should provide a floor for everyone, and that everyone should be expected to help themselves to higher levels through work. Basically, they argued for keeping most of the old programs, although each might be modified, but for adding a new program of basic income support for all.

Congress, in 1967, partially adopted this general stance, at least with respect to recipients of AFDC; albeit in a limited way. It provided for financial work incentives to AFDC recipients and mandated that employable recipients be referred to training and jobs--the WIN program

Defense of the Traditional Strategy

On the other side, supporters of the current system argued strongly that their system had never been completed, and that the basis for a fair test was lacking. They argued that government had shirked its responsibility to make the strategy work by not ensuring that jobs at adequate wages were abundant. They felt that if the Federal government would undertake this task, the system could be made to operate as envisioned in the 1930s, and would eliminate poverty as well. Traditionalists at HEW, DoL, and the AFL-CIO--many of whom had lived through the New Deal and helped nurture its programs over the years--tended to adopt this view. They argued that we should not discard their strategy until it had been fully implemented, and they had little regard for the economists' projections that it would not work.

Legislative proposals emanating from these circles tended to emphasize incremental changes in the income programs of the 1930s:

·
mandate minimum benefits in state public assistance and UI programs;

·
mandate AFDC-UP in all states;

·
increase social security benefits;

·
expand and improve manpower training programs;

·
considerably raise minimum wages; and,

·
actively pursue policies to maintain very tight labor markets.

Some argued for the government to become the employer of last resort and to guarantee employment. Some also advocated children's allowances, whereby the government would provide payments to all families based on the number of children to tailor family income to family size.

In effect, they also argued for keeping all of the old programs, but perfecting them and adding the missing element: plentiful jobs. They opposed, in principle, treating "employables" on the same basis as "unemployables."

This position is best summarized in a recent paper by Bert Seidman, Director of the AFL-CIO Department of Social Security. He says:

In summary, any genuine welfare reform must, first and foremost, emphasize the child's welfare. It should rely primarily on non-welfare programs to develop and assure suitable jobs at decent wages supplemented by improved social insurance, health security, and other programs aimed at eliminating poverty. This will require a multi-faceted approach....

... welfare, or whatever it is called, could become a residual program providing a decent level of living to people who can't work at all or ought not to be required to work.... (American Federationist, AFL-CIO, February 1973)

Debate Over the OEO Proposal

The OEO proposal was debated within the administration from 1965 until President Johnson left office in 1969. OEO submitted such a recommendation to the White House each year as part of the budget and legislative cycle. Formal considerations took place within a series of annual White House Task Forces on Income Maintenance. In 1965 such a task force, chaired by Council of Economic Advisors member Otto Eckstein, did considerable staff work on the NIT idea, exploring a number of variants. It viewed creation of such a program favorably and dubbed it the Minimum Income Allowance. Later task forces considered many similar plans. While generally favorably disposed towards such plans, the task forces were cautious, viewing them as politically difficult. Typically, recommendations were made to incrementally improve existing programs while continuing to study NIT. The 1966 Task Force recommended creation of a presidential commission to conduct such a review.

Such a commission was appointed in 1968, chaired by Ben Heineman. The commission reported late in 1969, during the Nixon Administration. In its report, it proposed adoption of a universal negative income tax to replace the existing welfare system and improvements in other programs. It essentially accepted the line of reasoning developed at OEO, and called for adopting the new income security strategy outlined above. Its report was overshadowed somewhat by the fact that President Nixon had already announced support for a more limited version of the negative tax.

 


IV. Development and Fate of the Family Assistance Plan

President Nixon took office in 1969, having pledged to reform the welfare system. His staff's consideration of options drew upon the extensive body of analytic work that had been undertaken in the previous several years. The starting point was a preelection Nixon task force report prepared under the supervision of Richard Nathan of The Brookings Institution. The Task Force report presented a set of recommendations that fit the traditional liberal pattern. It would have, among other things, provided for continuation of the existing set of categorical programs, federally mandated a minimum benefit level, and increased the federal share in program cost. The working poor continued to be excluded.

The Nathan plan was the beginning point for a debate that split the Nixon Administration and continued for almost a year. This debate split Republicans much as the debate over the NIT had earlier split liberals in the Democratic administration. The first casualty was the Nathan plan itself-which was knocked out of consideration early when it was noted that although the plan would provide more income to the lowest income welfare recipients, it would thereby create new inequities because it did nothing for those not categorically eligible for aid. HEW planners came forward with an alternative proposal which would have both increased the incomes of the lowest welfare recipient and moderated the inequities by making male-headed families eligible for income supplements. They proposed substituting a negative income tax for families with children for the AFDC program. In addition, minimum benefits would have been mandated for public assistance recipients who were aged, blind, or disabled.

The HEW plan was seized upon by Daniel Moynihan, a former Democratic official turned Domestic Affairs Advisor to President Nixon. He viewed it as a plan providing an opportunity to eliminate inequities in the current system, increase the incomes of the poorest, and start thorough reform of the system. It ran into stiff opposition from administration conservatives, however, led by Arthur Burns, Counselor to the President. The argument hinged, as had earlier debates on whether to aid employables at all, and how to define that group. Burns strongly opposed extending welfare aid to the latter group, and instead argued that welfare be restricted to the strictly helpless. In his view, anyone employable should be required to work--including existing welfare parents. His plan would have encouraged states to move up to a nationally determined minimum welfare standard for the traditionally eligible groups, and expanded training and day care centers to put welfare mothers to work. He thus not only opposed supplementing incomes of the working poor and employables generally, but wishes to cut back on eligibility for existing aid. In the end, the HEW plan was adopted by the President, and in August 1969 he proposed his Family Assistance Plan in a television address.

The Backdoor Guaranteed Income

While the income debate was underway, the politics of hunger was independently moving towards legislation. In the late 1960s a campaign had been mounted to end recently discovered hunger in America, largely led by congressional liberals, and supported by the poor and their representatives. In May of 1969, President Nixon proposed to Congress an expanded Food Stamp program, to head off independent congressional consideration of a similar plan put forward by Sen. McGovern, which might have left the Administration in the position of favoring hunger. A nationwide Food Stamp program emerged from that political battle, which now entitles all low income people to receive subsidized food stamps. The Food Stamp program, in effect, is a universal negative income tax with benefits in coupons redeemable only for food instead of money. It provides an income guarantee (in stamps) which is reduced by 30 percent of earnings. The Food Stamp program was enacted in 1969, and today, after liberalization, provides a modest guaranteed income to all Americans.

This program, if coupled with FAP, would have provided a guaranteed income to all Americans. When proposed by President Nixon in 1969, the two plans would have provided benefits of about $2,400 for a family of four with no other income. Those benefits would have been reduced by 65 percent of earnings under both programs combined, a higher "tax rate" than NIT advocates preferred. And the childless would not have received cash aid, but food stamps alone. This was not quite the program proposed by NIT advocates of the previous administration, but structurally it reflected the break with past traditions they felt necessary.

Congressional Consideration of FAP

FAP was proposed in late 1969, and strongly supported by the Administration. In 1970 the House passed the bill, with some changes. It did not fare so well in the Senate, however. The Senate Finance Committee held hearings, and conservative Republicans led an attack on the bill. They identified serious imperfections in planning and program design and used them to attack the plan. The plan was also attacked by many traditional liberals, and by organized welfare recipients and their representatives. The traditional liberals viewed it as not generous enough and repressive in that it implicitly required AFDC recipients to be viewed as potential workers, as well as incorporating a work requirement for others. Organized welfare recipients coming from relatively generous states would not have been helped by the plan, and feared ultimate losses because they were conceptually thrown into the same category as employables.

In 1971 the Administration put forward a similar plan correcting some of the technical flaws used earlier to reject it. The House made significant structural changes, but, again, passed a bill similar to that proposed. The main difference was that it became FAP-OFF, with employables segregated into the Opportunities for Families program, to be run by the Department of Labor, aimed at providing them with training and employment. These families were, however, still eligible for the same benefits in the absence of employment, and the working poor received supplementation. The Finance Committee this time not only failed to approve the House bill, but substituted its own plan for FAP. The "Guaranteed Job Opportunity for Families" plan put forward by Sen. Long contained a mix of elements designed to infuriate both traditional liberals and the poverty analysts. He had taken some of their ideas and given them a perverse twist. He would have created a Government Work Administration to provide jobs for those who could work, but pay only $1.50 per hour for up to 32 hours of work per week, providing total income of $2,400 per year -- the same amount as FAP plus food stamps. It also provided wage supplements for persons employed in the private sector and a work-bonus that in effect rebated social security taxes to low-income workers. AFDC would have continued to provide support, but only to mothers of preschool children. The plan garnered no praise except from extreme conservatives.

Senator Ribicoff, who supported reform efforts, developed a more generous version of FAP, and tried to use this as a basis for compromise. By being more generous he hoped to win liberal support. By following the White House reform structure he expected administration support. The Ribicoff plan was offered as an amendment to the Finance Committee bill. By then, however, President Nixon had lost interest and would not agree to support the Ribicoff compromise. By a vote of 52-34 the amendment was rejected and Senator Long's version was passed. Despite its lack of support, it was embedded in a generally popular bill raising social security benefits.

The House and Senate had passed irreconcilable amendments to AFDC, and in conference both were dropped, so that AFDC remained unchanged by the 1972 Social Security Act Amendments.


The rest of the welfare system, however, has been extensively changed by the decade of activity. The 1972 Social Security Amendments incorporated a radical change in the adult public assistance programs. Federally assisted but state-run programs of Old Age Assistance, Aid to the Blind, and Aid to the Permanently and Totally Disabled were replaced by SSI -- a Federally-operated income support program structured as a negative income tax. This liberalization passed both houses without opposition. While AFDC has changed little, the addition of a universal Food Stamp program has ironed out some of the inequities inherent in the categorical cash aid system. Many of the problems identified in 1964 remain, but many have been alleviated.

 


V. Postscript and Outlook

In the aftermath of the partial failure of a decade-long reform effort, many new proposals were studied and put forward. Three prominent in current discussion will be noted, as they reflect continuation of the strategic conflict that emerged earlier.

·
Congress undertook a study. Under the direction of Martha Griffiths, the Subcommittee on Fiscal Policy of the Joint Economic Committee undertook a three-year review of the public welfare system, addressing questions of adequacy, equity, incentives, and program integration. In its report, the Committee recommended adoption of a sophisticated version of the negative income tax, and accepted the income security strategy of the 1960s reformers: a basic income guarantee should be provided to all, with incentives to earn, and with the expectation that all should seek to earn at least part of their subsistence. A bill incorporating these recommendations was introduced in both the House and the Senate last year, with a basic benefits level of $4,440 for an intact family of four.

·
"Triple-track" plans are being developed by traditional liberals. These plans would provide generous welfare benefits for unemployables and rely on full employment to create plentiful jobs for employables. This approach appears in various forms, which have in common separation of those expected to work from those not expected to work. (The terms employable and unemployable are in the process of being dropped as imprecise.) Those who are expected to work would be left outside of the welfare system, and provided with jobs. Those not expected to work would be provided with adequate welfare benefits without concern for work incentives. To this two-track approach, some add a third--to provide supplements to the incomes of the working poor. Recent developments of this approach place heavy stress on government job creation.

·
A piece of legislation keyed to the traditional strategy was introduced in Congress last year--the Full Employment and Balanced Growth Act of 1976 (S.50, the Humphrey-Hawkins bill). Similar legislation will undoubtedly be introduced again. This bill would have committed the Federal government to maintaining full employment, and if necessary, to becoming the employer of last resort for those seeking work. Supported by traditional liberals, and most strongly by the Black Caucus, it is a keystone in a work-oriented approach to income security.

Fiscal conservatives continue to favor improvement without exorbitant new outlays, but seem prepared to engage in job-inducing programs. The most conservative believers in the free market oppose any liberalization of anything, and continue to make efforts to cut back on existing programs.

The next act is up to the President, as his strong support is probably a prerequisite to passage of any comprehensive program. And, based on past experience, his support of any sensible program may be sufficient to ensure passage.


Appendix A: Welfare Reform Plans Considered in Recent Years

Many welfare reform plans have been forward in recent years. Most contain a number of elements, and thus appear quite complex. Most, however, are made up of varying combinations of a few components, and the number of plans is increased by varying numerical values of parameters within each component.

Part I of this Appendix outlines many of the components of reform plans that have been debated for years, and ways in which they were considered early in the debate of the 1960s. Part II briefly describes some specific comprehensive program proposals that have been put forward in recent years, and their outcomes.

 


I. Components of Early Welfare Reform Debates

In the early 1960s, prior to the debate narrowing down to a few broad welfare reform options, many possible steps were proposed. Some were incremental steps, building upon existing legislation. Others called for new programs.

Incremental steps

Various proposals were put forward to build upon current programs to cut further and further into poverty. These included:

·
Use social insurance as much as possible. Numerous proposals were made, including:

--Add a program of children's allowances.

--Blanket the aged, blind, and disabled on welfare into social security

--Increase social security benefits, particularly the minimum.

--Reduce retirement age and/or reduce actuarial reductions for early retirement

--Liberalize the definition of disability, to provide benefits to the temporarily disabled

--Liberalize eligibility for unemployment insurance.

--Increase UI benefits in relation to earnings.

--Impose federal standards in state UI programs

'·
Public assistance extensions were also proposed. These included:

--Require a minimum benefit standard

--Make AFDC-UP mandatory

--Provide federal aid to state general assistance programs

--Broaden categorical eligibility for aid

·
Substantially increase the minimum wage to increase low-wage workers' earnings.

·
Expand manpower training and other service programs to enable the poor to fare better in the job market.

New program ideas

·
Add a universal cash supplement to our roster of programs. Various guaranteed income and negative income tax plans were put forward to provide income to all in need.

·
Provide public service employment. Many proposals were made for use of PSE to alleviate poverty. Specific plans ranged from small programs for special groups--the aged, youth, "hardcore" unemployed--to full-scale programs of the government as an employer of last resort.

·
Employment in the private sector. Many proposals were made involving subsidizing businesses to hire the poor, including both wage subsidies and tax credits.

·
Make capitalists of the poor. Arrange for all of the poor to receive income by providing them with capital in the form of stock in corporations. (Yes, this was proposed, as a costless plan.)

Early Reviews

All of the above components, and no doubt others, were put forward at various times in the 1960s by various actors, in almost every conceivable combination. An almost unlimited number of programs can be developed by combining the various components outlined in different ways.

During the Johnson Administration, these were considered annually by White House task forces charged with development of legislative programs, and ultimately by a Presidential study commission. While many of these ideas influenced legislation, most were discarded or deferred. Frequently the grounds for discarding an approach was that the benefits (in terms of poverty reductions) would be small relative to costs. None of the incremental steps, or combinations thereof, seemed to add up to an overall strategy that would predictably eliminate poverty on a reasonable time schedule.

One development leading to a sorting out of these disparate proposals was the creation of a President's Commission on Income Maintenance Programs in 1968. In addition, they were reviewed by the White House task forces. While making recommendations, none of the task forces developed an overall set of strategic reform recommendations: they focused largely on short-term legislative objectives. Within each task force, however, two groups proposed different long-run strategies.

·
Poverty analysts, led by OEO analytical staff members, proposed putting the negative income tax on the agenda as a substitute for categorical welfare programs. They usually were (cautiously) supported by representatives of the Council of Economic Advisors.

·
Traditional liberals, largely HEW and DoL officials, opposed that approach as politically unfeasible, and argued that full employment coupled with incremental changes in existing programs would ultimately achieve anti-poverty objectives.

Reports usually commented favorably on the NIT, dismissed it as unfeasible in the short run, and devoted recommendations to short-term legislative items.

The President's Commission on Income Maintenance Programs was appointed in 1968 (in response to a recommendation of the 1966 White House Task Force). It deliberated for two years, supported by an adequate and independent staff. It reported in 1970, and strongly recommended adoption of a negative income tax with a guarantee of $2,400 for a family of four, to be reduced by 50% for other income. It also recommended that benefits rise over time. Thus, in 1977 their recommendations would provide a guarantee of about $4, 000 if increases were held to the CPI growth.

The Commission did not view the NIT as a substitute for other social programs, but as a necessary complement to efforts to improve education, job skills, and to maintain a high level of employment. It conducted thorough analyses of the potential impact and cost/effectiveness of many of the incremental steps outlined above, and concluded that most should be discarded as serious components of an overall strategy.


II. Comprehensive Program Proposals

1. Commission on Income Maintenance Programs. A non-categorical negative income tax was recommended in late 1969. Broader than Nixon's plan, but structurally similar to earliest versions of FAP. Not considered politically as President Nixon had already sent his proposal to Congress.

2. Family Assistance Plan. Described in text. Introduced by President Nixon in 1969. This was originally a negative income tax for families with children, but during two years of revision it acquired more categorical features and other complexities usually associated with AFDC. A version was included in House version of the Social Security amendments of 1972. That section was rejected by the Senate Finance Committee, which proposed a substitute.

3. Sen Long's Workfare Plan. This plan was adopted by the Senate in 1972 as an alternative to FAP. Key provisions included:

·
A 10 percent work bonus for low-wage workers. They would be eligible for a bonus equal to 10 percent of up to $4,000 of wages taxed under social security, with the bonus reduced above that point by 25 percent of the difference between earnings and $4,000.

·
Wage supplements to be paid to workers with children earning at least $1.50 per hour but less than the minimum wage. The government would pay a supplement equal to three-quarters of the difference between what the employer pays and $2 per hour for up to 40 hours per week. Also would qualify for the work bonus.

·
Guaranteed job opportunity. Able-bodied male heads of families and mothers of school-age children would be ineligible for AFDC and instead would be offered an opportunity to work for 32 hours per week at $1.50 per hour.

·
State supplements would be required to women in the program in states which pay welfare benefits of over $200 per month. States would be required to disregard earnings between $200 per month and $375 per month in calculating benefits.

·
Food stamps. Persons in the jobs program would be ineligible for food stamps, although states could take that into account in calculating supplements.

·
Extend the tax credit for employers who hire participants in the WIN program to those who hire people out of guaranteed employment, including private persons.

This plan was included in the Senate's version of the Social Security Amendments of 1972 but dropped in conference along with FAP, leaving AFDC unchanged.

4. NWRO. The National Welfare Rights Organization for years argued for national welfare standards pegged to the BLS low-income urban family budget--which would have been $5,500 in 1968, and would be considerably higher now. This was to be available as a right, and recipients should only be expected to accept "good jobs." They gained little political support for their plan.

5. MEGA. Under Elliot Richardson's direction, HEW staff developed a welfare reform program in 1972 as part of a comprehensive review of all of the Department's programs (the MEGA plan). The plan only sketched out its features, but it basically attempted to build on the strengths of FAP and the Long plan. It provided:

·
For families with no member who should work, a benefit system similar to that of FAP.

·
For families with members who should work, stronger incentives to do so than under FAP. Benefits would be scaled to reflect only the number of family members not available for work; the available person could increase the family's income only by working.

·
Large savings through reduced need for manpower services and job creation, and no need for child care, by virtue of classifying as available-for-work only heads of two-parent families and heads of one-parent families with no child under (say) age 15.

·
A unified and comprehensive set of manpower services, upgrading subsidies and public service jobs, with strong incentives to take jobs in the regular labor market.

·
A provision to permit low-wage states to opt for basic benefit levels below the federal standard. It was never introduced, and the plan was published only recently. (In Policy Analysis, Spring 1975)

6. The McGovern plan. Sen. McGovern, during his 1972 Presidential campaign, proposed to supplant welfare programs with a $1,000 per person demogrant. This promising approach, which was never fully worked out, was dropped when his campaign faltered. No one else developed interest in it, although the Urban League has adopted a similar plan (see No. 9).

7. Subcommittee on Fiscal Policy. Congress undertook a study. Under the direction of Martha Griffiths, the Subcommittee on Fiscal Policy of the Joint Economic Committee undertook a three-year review of the public welfare system, addressing questions of adequacy, equity, incentives, and program integration. In its report, the Committee recommended adoption of a sophisticated version of the negative income tax, and accepted the income security strategy of the 1960s reformers: a basic income guarantee should be provided to all, with incentives to earn, and with the expectation that all should seek to earn at least part of their subsistence. Bills incorporating these recommendations, combining a refundable tax credit and an income-conditioned grant, were introduced in both the House and the Senate last year. (H. R. 6430, H.R. 9154, H. R. 10852, H. R. 1403 Mr. Conable, et al; S. 3000, Senators Javits, McGovern and Weicker.)

8. Income Supplement Plan. Under Secretary Weinberger's direction, HEW staff developed a reform plan to supplant AFDC, SSI, and Food Stamps with a NIT. In 1974, when it was developed, benefits would have been $3,600 for a family of four with no other income. Proposal not accepted by President Ford.

9. The National Urban League in 1975 adopted a position calling for putting a floor under all incomes through a refundable tax credit combined with full employment and national health insurance.

10. The National Association of Counties published a welfare reform proposal in 1976, calling for a program of work security to replace public assistance for employable persons and the working poor. Training would be offered, and public service jobs available as employment of last resort. Those in need who are clearly unemployable would receive adequate cash income support at nationally determined levels with cost-of-living variations. Costs would be borne by the federal government, administration would be local.

11. A Governors Conference 1977 task force called for a national system providing income maintenance to all eligible persons below an established minimum income, with flexibility for states to vary benefits. Employables--including mothers of school-age children--would be expected to work, if necessary in a Work Stimulation and Training program. Federal financing would be coupled with state administration.

12. Incremental steps. Two types of incremental approaches have been put forward in recent years by various individuals.

a.
"Small incremental." Since Food Stamps is universal, it has alleviated many problems with the system. Therefore, it is argued, modest reforms of AFDC (minimum benefit, AFDC-UP mandatory, etc.) and perhaps some liberalization and simplification of SSI can give us an adequate overall system, and overall structural reform need not be considered. Specific detailed plans have not been developed.

b
"Big incremental." Some have argued that a comprehensive system can be developed by adding a universal assisted housing program to the universal Food Stamp program. With only a modest cash assistance program, a comprehensive floor under all incomes can be provided through a combination of programs.

13. Tracking plans. Proposals are being discussed to provide different "tracks" for people with different needs--primarily to give jobs to "employables" and generous assistance to unemployables. The rationale for this approach has been outlined in the body of the paper. Details cannot be spelled out, as complete plans have not been well specified by proponents.


ADDENDUM

The paper was written in 1977 and has not been revised or updated. This addendum adds brief notes on later events and one clarification.

What killed the Family Assistance Plan?

The paper notes that a version of FAP ultimately failed in the Senate by a 52-34 vote, and that if the White House had been able to swing 10 votes we would have had a version of the negative income tax in place by 1972, albeit a flawed one. It also notes that whether such a vote swing was possible must remain conjectural. Some have used the failure of FAP to argue that global policy changes are impossible, that only incremental policy changes are possible. In that case, the cause of basic income is permanently doomed. Fortunately, FAP is not a good test case for that hypothesis.

It was clear at the time of final consideration of the plan in Congress that the White House was not actively working to try to swing those votes, and it most certainly could have changed some of them: Presidents have a great deal to offer in the political trading that accompanies most major pieces of legislation. Moreover, we now know that the President did not want it to pass and that the White House may have worked actively against passage. H. R. Haldeman, Nixon’s chief-of-staff, published his diaries in 1994 and notes the following on July 13, 1970:

About Family Assistance Plan, wants to be sure it’s killed by Democrats and that we make a big play for it, but don’t let it pass, can’t afford it.

And killed by Democrats it was, with a number of liberals refusing to support even the Ribicoff proposal which, while following the structure of the Administration’s plan was more generous.

What Happened in the Carter Administration and Later?

In a word, not much good except expansion of the Earned Income Tax Credit. 

Lots of action in the Carter Administration, led by HEW Secretary Califano. A new plan, The "Better Jobs and Income Plan" was developed and sent to Congress. It provided an income guarantee but had work requirements for employables and the like, as did later versions of FAP. It probably would have been a good thing had it passed but, like so many of Carter’s plans, it was effectively dead on arrival. There were hearings before a Subcommittee of the House Ways and Means Committee, which voted out a modified version, but it never got to the House floor for a vote. And it never was considered by the Senate.

Then the dark ages arrived with President Reagan and we started going backwards, cutting back on eligibility both for AFDC and Food Stamps, and the like. Under our current leader, we have retrenched even further in some respects, abolishing important features of the AFDC program, handing more discretion over the program to States—and giving governors lots of money saved through the new restrictions on the program—and, in the process, making many of the poor worse off while removing a level of protection from the next recession for many others.

