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The Honorable W1111am T Cah111
‘Governor = ,

State of New Iersey S

. State House B T
,Trenton New Iersey 08625

Dear Governor Cahlll

S1nce August 1969 when Pres 1dent leon flrst proposed reforms in the
welfare system of the Umted States “this Task Force on Welfare management
~ has contmually evaluated the 1mpact of proposed leglslat1on on publlc welfare
in New Jersey. On Apr1l 16 of this year, the House passed a mod1f1ed version
of the Admlmstratlon b111 and the Senate has begun hearlngs on the leglslatlon.

Two prlmary goals of the proposed reforms are: 1mproved beneflts for
recipients and elimination of 1nequ1t1es between the working poor and welfare -
: rec1p1ents. However, New Iersey is‘already among the hlghest States in
benefits for its welfare populat1on and it has recently p1oneered in enactment
- of legislation extendmg welfare coverage to the worklng poor. Consequently, v
the bill passed by the House would have little 1mpact onr empients in New -
Jersey except to slightly reduce the 1ncent1ve to work- through a weaker schedule ‘
of earnmgs exemptlons. B : - - ‘ '

But the leglslanon would have far—reachmg admlnlstratlve and flscal
consequences for public welfare in New Jersey. ‘The entlre package would =
-~ bring an additional $28 - 41 million to the State in flscal 1972 ~Through stream-
“lining e11g1b111ty determmatlon, ‘the new system would 1mprove administration
-of public welfare. The leglslatlon would also offer a substant1a1 f1nan01al
.1nducement to turn over to the federal government adm1n1strat10n of all federally- ,
L matched welfare programs. L . o
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In the view of the Task Force, 'passage of the bill by the Senate would
be beneficial to the State. The Task Force urges you to consider the changes
recommended in this report which would ensure a more equitable system for
recipients and also bring an additional $21 million into New Jersey over and ,
above the fiscal gain from the House bill. Our specnflc recommendatlons are
described in the enclosed summary and detailed in the body of the report

The House ,bill is currently,being redrafted» by the1 Administration at the
request of the Senate Finance Committee. Since hearings on the rev ised
legislation are scheduled to resume shortly, the next several weeks will be
crucial to the development of the final shape of the program. We urge you to
take all appropr1ate steps to brlng about the changes recommended in thls
report. : : : :

Respectfully yours .

el il

Frank K. Kelemen
: Chalrman

FXK:mcb
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SUMMARY

 On April‘ 16, the ‘I.-Iloﬁée‘éf Re‘pres‘en'ta\t:ive’s appfoved legislation
[H. R. 16311] which 'wo‘uilkd hévJé fa‘r—rea.‘clhing c&méequencés‘ for public
welfare‘in. evéry state. Tﬁis éfpéciél re'poff of the Governor's Task
Force on'Wevlfa.l}feJI‘\/Iénagemériit’ <"3"uvtvline‘é the .‘pfOVisionsn of the House
legisllatior‘l, assesses its p’:o‘te'nt'ial' impact on New Jersey, and proposes
recommendations for médific::vatio'r:l» Sf the legislation in the Senate.

Analysis byﬂ the Task Force indicates that the ‘pfoposed welfare

reform pack,age wili benéfit reéipi"ehts throiigh a simplified and more
uniform system of- a‘d’rﬁini‘stratio'n while yielding a fiscal dividend to New
Jersey of $28 to $41 mi‘llion'ih iﬁs‘ first efféctive year. However, the
Task 'chrcei proposes further rﬁodificafions to es't'ablish a fairer system
for recipients and enhance the fiscal gain for New Jersey without com- |
~ promising the ess'ential'e'lérheht':s of the reform measure. The recommended
modifications concern s ix ar’e'as)o.f the legislation: 1)' the ceiling on
federal reimbursnemem»: for state éupplementarﬂr'benefits; 2) federal
sharing in state supplemeniary benefits for the working poor; 3) treat-
ment of non—employrﬁent income of clients; 4) penalties for desertion;
5) the work requirement and 6) work iﬁdeﬁti{ie schedules. Adoption of
the recdmméndationé would y‘ieyld $21 rhilliori to New 'Tersey in addition to

the $28 - $41 million from the existing package.

1) Ceiling on "federally__matchable state supplementary payments

The House bill provides that the 30% federal matching for state supple-
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mén‘taryibehefits Wi.ll: n_of be iogidr vf&ri “chét. pqlrtilon; of benefits Wthh rgisés_

' 'ithe.i_ncome §f ‘a:n‘y f»a’m‘ily above the f)olvexj‘t‘y 1i_ne. i New Iersey"is :tkhe» énl»yv,

: vstate:affeéted by,‘thi»s' azxrb:‘itfary fe_-s"c‘rilc'.:tjojn. ~Be¢a1i§ée a‘ sfhall prop‘Ortio_n‘.."
of be:nefits' péi'd to fvar‘n‘ili‘es m this stéte»é)‘;c‘:eedsu t!:he‘ pvobverty-li;r“j;é,"‘z.‘e; B
‘nribvavl'of’the‘ Ceil_ingjvould .re{sult 1n a slight fiScai gfain, Admi‘ni’s’trv;ativeb
séviﬁgs Woula_él,so accruevfrg.m' removal ofthe _Ceiiil.i.ng:_ ’_c':alc-l.llat‘io'n'o‘f»_":
the‘fed‘e;all Sh?lre:‘Of state ‘Sl_l,pplem.en'gary”paymef;ts ;vv“vo:uld be éréatl’y -

~ simplified by the eflimi}na'.ciolri of this ‘complex_factor,, that :Would othierwises

have to be figured separately for each family.’ :A‘cci:‘o_rding'ly,' the Task Force .

- recommends that the provision of the House bill prohibiting federal match-

ing payments for stéte _'s’uppllevmventar'y" benefits above the.pbverty level be

eliminated.

0 2) _'Federél sh.ériﬁg 1n state lsupplérﬁe_ntarz bégan‘efits for the v‘w‘o'rki'i‘lg
poor - One of the stated objectives of the bill is the removal of inequities |
 between the u‘nemploy'ed and the wo;r_klin'g poor. : Under the ll'egislati_o‘n', .

' however, states are regpir"e_d’td make federally matched supplementary

payments to the unemployed but they are neither required nor encouraged

 to make»supplemenfcar‘y:paym‘ents‘1;‘07 the Wé;king poor. Because of ’t_hié’

'dist‘inction‘,' the'inerqvuivty’ between the tw'ofcat‘egqriesw-_i'l'l_ rema_in in al-

‘most all states. .

:Ne_w’ Jersey now makes payments to. th’e Wcjrking pdor on a statewide
basis without the benefit of»fe’ﬁd'eralf'mat'ching;fuhds; The'T,'as'k“_'l’ér"c‘e |

’1j__rec,omme'nds’ thdt'theil—fdﬂSe bill be éillti‘eréd?"c'of ér’ijcoui"agé other states to
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initiate similar programs by offering federal\ matching payments of 30%.
This would help e'limi‘néxl:tie thié i-‘nequity betWeen the >unen‘1p.loyed and
the working poor. | It .is‘.es’timated t}‘iat‘ such match.ing payments would
brizng into New Jersey moré than $8 million in added federal funds in
fiscal 1972. This géinm'would be in addition to the total derived from

the existing House legislation.

3) Treatment of non-employment income of clients TUnder the

House bill, non-employment income of clients is credited against
federal minimum benefits first, and must reduce the federal share
entirely before decfeasing the stafe contri'bution‘to the family. The
Task Force recommends that nb.n—‘employment income of clients be
pro'portionately credited against state supplementary benefitvs as well
as basic (federal) Fai’ﬁily Assistance benefifs. The client would re-
ceive .the same amount of money, but the state share would 'be redubed.
This wbuld be a technical change, but Iitsimplemehtation‘s’hould result

in a gain of .an‘additiohal SiS million for New Jersey in fiscal 1972.

4)' Penalties for desertion The House bill provides that parents

whq desert their families ‘and .fail to place themselves under a court

order for support woul{d become liable to the federal government for the
federal portion of benefits paid to their families in their absence, This

liability would be col‘lecte‘d_ either directly or by withholding payments

due under any federal pr.ogram.'_



The Taek iF»o‘rc‘e vr_eco‘mr'nehds’ that‘ thlS or_o\‘zi?»s'ion. ‘b‘e"eliminated fr'om the
legislation. ) In ite'op.iriio‘n,‘,'the:}oehav_ltiye:s ehvlslorled‘i‘n 'thre hill:col.il-d‘ prove -
rlun'enforc'eahle,_a_rbitr‘arjgz ahd caprlCioue ;ih applito'zati.on,v ancl coulol- pror/ide s‘eri'Ous..
. deterren_ts to,recon’cillatloh of bro‘ke'»n ’fa"r‘nllies. As irist‘rumentsto diiscourage’
ders.ertion; -the ‘Task For.ce: believee that the Iaenaltiee ‘lvoold be inferlor to_existing
leoal remedies which consider ability to pay‘,' hur“lrrber“of depende:nte . ;and cir- -
corhs-tahces of the d:es_erti'on;;in Set’ting th_e ’arno,_un't of legal liability of the

deserting parent.

5) The work requirement The House bill is similar to,exi_eting legislation

in that refusal of a recipient to accept employmerit without "due cause" is ground

for su'spensloh of be:nefits; However, removal by the House of the proviso that
_employment be "suitable" has raised many que stions about the rnahner‘ in which

- the work requirement will b’ev'-enf’orced. - The Task Force recommends'that the

‘Senate clar1fy the leglslatlve 1ntent of this work requl.rement to prevent 1ts admlms—

. _/ i
tration from abridging the fundamental.huvman_ ri’ghts of welfare clients. Although

'thewordih'gv of the"l—louse bill otfer‘e ‘certai'n oroteCtions, it still shows too little
coh'cern ffor:intlividual farr'i:ilyi Situationsi, lchild céﬁe t)roblem‘sﬁv,‘ 'poefsible exploi—
tation by’-low—pay'lng employers “and peré'onal 'circumStancesVof reCipi'ehts.

It is not poss1ble to spemfy 1n leglslatmn all of the 51tuat1ons in whlch

r1g1d appllcatlon of the work requlrement would be 1nappropr1ate. The Task Force

i belleves therefore that 1t is essent1al for the Senate and the Secretary of Labor'

. to stipulate their clear intent that ad_miniStration of the'req_uirement be respectful

of the dignity and fundamental rights of w'jelfa.re clients.

wl



6) Earnihgs Incenﬁive Schedules In stafés paying’ supblementary‘
benefits, the House legislation perrnits ‘re_c“ip‘i‘e'nts: to retain as an earnings
incentive the fi;rst $60 plﬁs one-third of édd'ni‘tiohé.l gross monthly earnings ‘
up to the federal ""brea‘kie‘ven point." 'But, above this bfeak—even point
of $3920 in ea.rhings“f;or' ‘a family 6f'fo’ﬁr, the incentive wquld be reduced
to 20% of gross income from employment. Since mandatory payroll deduclcions
for Social Security and income taxes exceed 20% of earnings above that.level
of _inc‘ofne," the 1"earnings incentive" of that amount prov'idé'd for ir'1‘»the' legis- |
lation would entirely di'sappea'r'.. ‘Any increase in work effort would écc’ordihgly '
yield no increase in disposable income for the fami.lyv.  The T‘ask’F'o'rc‘e‘ 'r'ecbm--
mends that fa"'r?i'ili'es recéiving b'enefits. undér the legislation b'e'perrﬁitted to
retain one-third of Qrdsé' éérn'ings? above the 'feaeral‘ break-even point without =
having their ‘gran.ts' reduced. Such a 'di'S’r"eg'ard would maintain a moderate
earniﬁgs incentive after téxes, en-suring. that fvam’ilies could increase their take-

home earnings by increasing their work effort.



INTRODUCTION

On Augvust 8, 1969‘, Pres ideht Nixon annoudced to the _natio‘n his
intention to seek:major changes in‘ public welfarej'programs in the Unit‘edl
"St’av_t'eé.- Several mb.nths later, an Admirylistration bill [H. YR. 14173] was
drafted and submitted to both housés of Congress 'fOr consideration. After
, é lengthy and thorough evaluation«of the ‘Adm'inistratio‘n bill by the,HoUse
g Ways,and Means Com_m‘itt'ee,“a new bill [H. R. 16311] embovdyin‘g the |
essential components of the 'President"sproposals_ was reported to the
- House-f_loor_andr passed on April 16, 1970. Thé Sénate Finan_c‘evC‘ommittee
held truncated ,he;ariﬁgs on _th.e: bi‘ll‘ before sending it back to HEW for
rewriting. - It is possible that the full Senate will vote on the bill in Iuly,i

- or.August.

Throughout_the prdceés 'of prbpdéal and modlificati‘on, the Task f‘-orcé
on Welfare Manage’m‘ent- has continually evaluated fhe impact of the‘ new |
reforms on public welfare programs in New Jersey. vThe Task Force has found
that the House bill would bring into the Stéte an additional $28 to $41 .
~million in the first year of operation relative to existing matdhing formulas.
The House bill c;ould also r-esglt in m'ajor‘ adminiétrative chaﬁges 1n this

' »State if enacted without modification.  Thus, “final passage
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of the b111‘ by the Senate, in'the ‘AV:'iIefv'v".“'of‘":th.é“"I“aSk ’For‘oe won’id be a"d; ,

B m1n1strat1ve1y and fmanmallydbeneflclal to New ]ersey. H'ot/vever,
certain change's »‘(v':ould be made‘inﬁthe.b-il‘lﬂwhich wo‘uld’further improve
the légis 1at;;jn'. s}." 1m paet on this : S_ta’.t‘é’ and fé¢1§~iént,s, thr on'gh_out _ftfhe

: country wv'i_th;obut corn'pr‘omisin'g its es'sential nurposes. 'It'i"s: our hope
that such change-s b——-"vas ’s’e‘t_: forthln o'n"rre'oom‘mendati;onsﬂ '_—j-‘-":‘c,a'n be :
‘made in the“:Slenat_e,, and' tha‘t both ~'1':h-o_sve Changes andvt‘he leis's‘entiai gains
‘reflected in H. R. 16311 can be retained in the final 1egi's13tiaﬁ sentto

the iPresident; for s ignature. <

I\/IA]OR PROVISIONS OF I—I R 16311

, Unllke the Pre31dent s other proposals affectlng domestlo programs ,“
his suggested Welfare ‘reforms Wouldmorease the authorlty of the federal
goyernmentvrathe'r“ th}an‘ decentraliz_bi'ngvslugch authority “tovthe_states.v 'Esf '
tabjlishmentfof national-rntnirnurn ‘standards‘of: snpport", va‘lteration.‘ of nnatoh’ing
fOrmglasto tncre.a.s‘e the prono,rti'on _iof,federalv fundsj, ;and sipeciftcat_ion of
new.administratiye stlrnetnres wduldiimitthe respons thiliti«és of‘ state's B
in the ar:ea of Welfare . Changes made by the I—Iouse Ways and Means
Commrttee strengthened these tenden01es toward federallzatlon by in- ’
creasing the Vpr_op_ortion of “fved‘eralrivff_iin_an'c:ing'and offe‘ring in_centi\‘res- to ’the
states to yleld admmlstratlon lof the1r welfare ‘programs"‘to'-the"federal’,’»
govermment. |

The _ba.Sic' provisi,ons of the leglslatlvepackage which pass ed the

House include:



| 1) _Anat,vion-wide, vm_in_im.urn: support l.e\'i'ell for -recfipiénts in -

_federal_l’Y—as_s_ist-e'deelfare';progfr,arnsn;’; ‘

2) . Unifo‘r,‘mv,and's‘implﬁ‘-ifiedv el_ig;‘ib_ilit_y"re‘quireme_n.ts (other

_than 1evel of inco'v"me‘) :f;or'l ‘f'ed'erally’—as?s 1sted 3'welfaréf -

programs;

3) - Extension _of.fb,enefpits“to‘ un;_err‘:iplovy;edj“%and ffworking »poor"""_‘*; B

 families on a nation-wide basis;

©4) A stringent work requirement for the proposed Family

- Assistance Program and new earnings incentive schedules

o for all :categories;f

‘ 5)_' ‘Expanded manpower programs and 1mmed1ate release of

"add1t10na1 funds for day—care serv1ces,,

6) : ‘Imposmon of heavy f1nanc1a1 penaltles on parents who s

desert _the1r fam1l1es;

e New administrative options for ohannelling payments to :

o ":'ne'edﬁ)' reo.lb'plent’s“';; '
48‘)t___"Consohdat1on of Old Age A551stance A1d to the Bl1nd and

D1sab111ty A551stance 1nto a smgle program

-Although undef1ned in the blll current New Iersey regulatlons
define unemployment' as under 35 hours ‘of work a week, or less

than the number of hours con81dered to be full t1me far the JOb

(wh1chever is less)

T

. _’Workmg poor refers to. persons workmg full t1me but earnrng less
than welfare famllles in similar mrcumstances o Lii :



9) Co'ver_a_ge‘ of ‘thb_eiv"'.g;evelfel;ly »dis,‘ab«':led",‘.asﬁWellijas the "p?rma,— _

nently and‘tetally_ disabled" under disability assistance.

The législation would become effective on July 1, 1971.

Federal Mihimurri 'Supgo.r"tv“ Standards.fer’Wel.fare Programs
) The new p;epesals would abohshA1d to 'Famili,es‘ with»Depe-ndént E |
V'Chi‘ldren (AFDC) ar_;d‘ s_uhs:tit'ute a new Famlly Assistahcev Prog.ram, "I—‘AP\'_"
~would sefh a federa'lly-:supp'o;f;ced fl’vo‘or under weif:are benefits p‘ayablle‘ ‘,tof
poer "familie,.s:wuilth children.. A family _yof'ﬁ'frogr“with _‘n',o“i_ncem‘e and h_o size-
' ab‘le 'assets would receive federai». beriefibtb.‘ pafrhent__s"of $1_60:0'_per vy‘_ear in
any state.v 'vT‘h}e fa_mil’y on fodr Wit‘h some earmngs frorri em_p;'ldymen_t _V\;Quld s
be. eligible.f}er"federa_l a.ss-iStahce:; 'bu’;_:wou'_ld'receive r’educed'henefifs .
until ité ine.:_o‘r'nev-z-:» netpofwc‘exftair‘i_ "_exdldvsions‘ - rj_ea,c,hed $3920. The .
v s'uppor.f flo‘or: x‘/v'eu_ld, of couf_ee, varyw1ththe siz-e,.ef .th:e bfam:il:_y':.;$500 .
' ,would.be provided for each '_of, t‘hefir‘slt two .r__n-_embervs_‘-end $300 for each
'additienallmembex'_. | .
vThe‘s"e"feder'al "stahdar_d's‘ are 'hi"g’h.er- than behefit' l.eve.lis_. in.eight__
states (Alab'a_‘ma, ‘Alhkansa’s;. éebfgia;f‘, '”Leu:i'_sv_iana:, Mis 31551pp1, Mlssourl o
South'Care_liha'and'Tenne‘fséeé)“."fv The i"eimafiln‘i_ng‘ foftjr—fwe etatee Would “ -

have to maintain their present yétahdafds * “with subp-le_m’ental' 'paym’ents_ .

* ‘The smgle state (New Iersey) w1th a standard exceedlng the poverty
line could lower its standard to that level
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‘» In New' IerseS/, for example a famlly of four pay;mg $90 monthly rent
‘:(w1th no mcome) recelves from $3 168 to $4044 per year ;— dependmg‘

on ‘famvil'y comp0sttion —;- invthe APDC program. If the proposed legls—‘“ d

E lat1on is enacted‘ the federal government w111 pay the f1rst $1600 of

‘~ beneflts and 30% of the State‘supplementary beneflts up to the poverty

: lme (now set at $3 72 O) Supplementatlon would ‘nelther be requlred nor
federally matched however for fam1lles wlth fathers worklng full tlme. -‘
The House leglslat1on would also establlsh a m1n1mum support

standard for programs a351st1ng aged blmd and d1sab1ed adults and

’requlre states to mamtaln the1r present beneflt levels 1f they are hlgher.' -

State'sv;would'be‘co“mpelled'to. vrn'aint,ain ‘a_;_ sta-ndard ,of at least-S-,,ll‘O-per;" o

- _month‘forj_:an individual recipient with no;inc{ome:.j Thenewfederal -

~ matching formula would substantially increase the percentage of ‘federajl o

" funds supporting assistance in these adult programs. =

e .;‘ Umform and Slmp11f1ed Ellglblllty Requlrements

W1th1n broad 11m1ts States now set the1r own el1g1b111ty requ1re—‘-z~_

o ments for categorlcal ass 1stance. Accordmg to H R 16311 determmatlon

- of e11g1b111ty for the federally—a551sted adult programs would be greatly

s1rnpl1f1ed and made un1form nat1onw1de. In estabhshmg 11m1tat10ns on '

- the resources of e11g1b1e famlltes the b111 spe01f1es only that such re— '; :

v:.sources must be: less than $1500 exclus1ve of home househol_,: goods,

o ‘f .personal effects and "other property Wthh e e 1s so essentlal to the L
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' family's means of self-support as to warrant its,,_exc,IUS?iOn."" De-

lineation of relatives léga,il,y responsible for the support of recipients

would be limited to spouses, parents of children under 21, and parents
of blind and.‘,disa‘bvled"’person_s.v ~:.Thé. 1_egji$1a_t‘io_ri_dlso requir es thet useof . B
~ a simplified: method of ‘eligibil‘ify- d:etei'mi'natiioh- ivn‘é's.si’s‘tarnqe" _p_rograrris'

for the aged, blind and disabled, embodying a simplified application

form and verification of eligibility on a random sample basis.

New Provisions for Intact Families

o Perhaps tbhAe:_m‘o's'vc: mgmﬁcantchangethat »v'v:oﬁld‘folléw,_ fréfn thé 'nex)s;
brbpoéals .is:;. the ,be_xteh_s,_io"r; t.t; allstates ‘Of_‘-_fedefallﬁ}_-éssliSfed QO’Qerage
to neédy,far,rili_ljiesﬂf with. nqn-.-‘di's’alglevc;l Ffa}i.:hers_,fj in 'the_hbm’e;;. ‘:_,S"incv:é _ ‘1'9 6 1:, o
states have ._beyen...permit.ted_to grantAFDC to_ifa»’m_ilies with unemvr")rl-'éyéd
fathers”who_ could derﬁ.ﬁnsﬁété;,é "r,e_gl:e}n,t ét"cac_h'm-_ent to the iébor _forcé,; L

This assista’n¢e is intended to eliminate the incentive for the fathers to

leave the home in order to allow their families to qualify for benefits.

Only twenty-five states, however, had implemented this ‘program prior
to the"beginningrbf this y,ea'rb. ) ,I_rli_,thé, absence of federal matching funds,

only dne state -- New Jersey --had ,ihi_tfat__éd a separate state-wide

- program of assistance for th-e'wqfki:ng ﬁ;po_or., . In most of the"cduntry,

many poorly-paid wage earners and their families subsist on even smaller |

budgets than the meager grants given to welfare families with similar

- needs . The House bill would 'ex‘t‘]er;id“ federal Family vAssistancegbenefité "

to all families meeting :.the.jffvi_navnqig“‘l;,:e,l_igi‘b_i_lf_ity criteria. The forty-two =



states required to make state supplementary payments would have‘j’to{ '

‘include 'familie'S'Wit'h’unem’pl‘oy'ed‘fathers.:f’ - However, ‘no state would be

re_q'uired‘ to make 'ayailable ‘state supplementary;-b.enefit‘s“-to the 'w-'ork}i'ng‘ R

~ poor; nor would federal matching be provided for any state such as New -

‘ fl Iersey Whlch' .does .,s'o'vv‘oluntar':ily.' »‘In«states'thatch'oose no't«tofproVidef:

vsupplements for the worklng poor, therefore an 1ncent1ve to become ,j‘i SR

: 1 unemployed would be mtroduced Thus although one aim of the b111 1s

- the e11m1nat10n of the d1fferent1al 1n treatment between the unemployed

' .ﬂand the worklng poor the unfortunate 1nequ1ty w1llx remaln 1n most states.

Work Requirements and Work "'In*cent-lyes for Recipients -

 The welfare package's emphas isfo‘r;i‘ work is oonve'ye_d*by"’_itis'Ls’trine

- _gent work ‘-req’uirementz'fand=,a new schedule of work finCént'ive'payments._ v

' _Th'ese measures"are; intended tvo get‘recipients ofth‘é new f'afmi-ily_ 'as.sis4< o

 tance beneflts off the welfare rolls and 1nto well paymg ]obs. All

d . "employable" 'rec1p1ents —-— those not excluded by poor health advanced

‘ age- or responsf1b1:1-1ft»y.forxca‘re‘-of ‘a pre—schoo_l chll‘d“or?‘an ,.1ll.member;o‘f= ﬁ-

' vthe household - would be required to reglster w1th the State Employment

1
i .

. 'Serv1ce for ]Ob referral, ]Ob trammg, or other employment preparatlon. S

’Included w1th1n the category of "employable re01p1ents are those who o

are already workmg full tlme at’ substandard wages. Ifa jrec‘ipi'ent'r’efused

- :}'Eto,registeri' or _a-CCept.e'mpil‘oyvme’nt, ,th'e’. .fa,mv»_ily,would:los'_'e:his ‘portvionvovf,it‘s R

 assistance.

S : The 'earnlngs '.:i‘in,centivve S’Chedule”’in‘the‘:vb:ill_ smply v’modif'ies‘”the

[
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schedule pré.viously~ iﬁ&éaaaéd';ir;'th'é ”19"675 "an‘ieﬁdméhts' to the Social

i SecarityAcf.' States are fval‘ready"redu‘ired ‘te“divsregardth'e'first $30 a
of 'awreeipieri"c"s'month,1§ earned ‘i'n-c'eme plus work expen‘see-‘p'lﬁ's"ohe-_-} B

third of the ‘rerhainder‘ béfbfe'fedﬁeiﬁg"ﬁi's"bgnéﬁts to c‘o'mf)en.sa’.te'»fqr
earnings.‘ The House bill\i/rould_cbaridértheee 'invcentive‘s,: ’strendther‘ling‘
their effect i‘n low-benefit states and'weakening. tl'rem m h1gh—benef1t

. states. A farrlily's‘ arrnual federal grant wo‘uld be red}uced by o"ne-halvf

of gross. family, income in ex‘cess_'of;_$72>0 _per‘ year. In those states

making supplementary payrn‘.en“t,‘sf, cemb'ivned_“jfederal and State payments ..
would be red'uced. b'y two-thirds: ef anyb-fgro’ss famil'y income between $720 ‘
and the federal "break even pomt “' When federal beneflts reach zero.
($3920 for a family of four) Beyp_v'nd_ the fe_deral bfeak'_even"p(?m..t' _Siitf; o
benefits_wo_u‘ld be reduced by fo_ur—tffifths} of Aadditi"onal_gross famiily inf:»
come. | .

Under .present 1a§v no part of earned income is dlsregarded in

deterrnm ng el_glblhty for AFDC An apphcant 1s deemed e11g1ble for

benefits orlly if hls_gress mcome is le‘ss, than the welfare s.}tandard. Aft_e_r
“he is on the rolls, hoWever, part,o‘fvhis _incerne-vrﬂl be‘disreg'arbded_‘ as »af”
work incenti_;/e in establishrng the ameuntv, o’:f berreﬁts he will receive.
In corrtrast to current policies theI-‘I'o’use Ieéielafion would apply the -
earnings iheentive .:s'chedale"in determmmg ihitial e'llidlibility‘. For ex-
ample, assurning a welfare ‘stahdard ef $4044 for a famiigf'bf four in‘ New

Jersey, a fami‘ly under bres‘ent law"x';)'voul_d not be "eligible.for assistance
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if its éarnings from émploymenf Wefe even a single ,dollv‘ar above $4044,
even though a similar family already on the rolls could have u_p- to $5 620 :

. in combined earnings and benefits before ‘its grant were completely ter-

minated. Under the perQsed legislation, an identibal'family With_ earnings .

below the new State -"br_eak—évén poini" c)_f $6309 would be eligible for

supplementary bjénerfit_s.

EXpéndéd Man ﬁowef and ;Day Care 'Pr:bg;ra‘;n‘s S

- Thé House Zlegis;'lation w’ou'lbid abollish. the preSenf WiN‘ program and -
| .,su-bstii:utfe» ’éﬁ-éXpénded b.progr.am‘ of'ménp'owér shervicvesvun.c'lv‘er the autﬁority
é’fl the Sec‘retary of I:,abéif’. | _Authc")rizatibn.o-f fuﬁds for manpoW”é‘f serVieés'
would be siénificahtly i‘ncr.easéd‘ with the :'federal go‘Verrimeht maféhing -
90 per’c":ent»of-the'céstfof &aiﬁing prograrﬁ‘é (c-ompvar.éd’with 80% ﬁnder_ihe o
WIN program). “New funding for day oaré programs would be pfo'yided L
with ’the.fedérél government 'au‘thorbi'zed' tb maké diréct grants on a projecf '
basis for up to 100 pe'rCeﬁt of the coét of day éare’b- c’éntei*s”fdf ch'¢ éhil»_dren
of manpower trainees. These fﬁn_d‘s-v v‘_vou'lrdbbe “mad’e avai'labl.é birnme:di’atvely
ﬁponv signing of the légis lat"ivonifat_her“ than waiting 'f_oi" the éff‘ective ‘date

of the program (July 1, ’.19-7"1) .

Penalties Against Deserting Parents

Ina Se.ct'ibh-of thé ‘House lleg‘islat‘ion“whﬁich vwlas a__bsent from fhe
’Pfesi.dént;s, pro"poks_’alk, he.ayyf:fin.a‘nc':ial p‘enaltiélis aré.’éssgg’sed on déserting_ '
' 1 paré;‘ltsv whpse‘far‘ni.vlies 'z.-be-ceiye.FAP_‘b.enefi‘ts.ih théif a:b_sehc’.:‘e.‘ Under the
'b-iblll', parénté th deséf—t their famibl.ié;s’ and fa‘il to place ‘thveméelves under

~a court Qfder for support would become liable to the federal gévernment

@
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for: (1) the amount of any f_deder,a,l-:paym ents made to their fa‘milies in .
their absenc;e under fhe Family Assistance Program and (2) the—federai
portion of state supple'mentciry ‘b’enefits }loa"id..:'.. Tﬁis liability could be :.
- collected either directly of by w‘ithhélding from payments due under -

any federal program.

Adm inistratioh

The adrrhir‘lis’t-rat:ion of‘é‘sSistan':ce’ payrine'.‘nts coﬁld be sﬁbsfantially

~ changed vin‘rn:any s;cate_s be the ne\& pfo/pos‘als...‘ fl‘ederaliy—a'SSisted' wel-
fare prdgférris are now édrﬁinistereci a»s‘ Ng'-lj“avﬁt-in—a‘id ‘programs‘,.with the
states- makiﬁcj paymeﬁts t.o‘ret‘iipiehtsvvéhi'ch arbe‘pﬂarti‘a‘lllly r.eimbursv'e\d by
the federai govefnmenf 'z‘-l'céo’rding"’ fo spécified maféhing formulas .- Undéf
the Hous’e'pla‘h; 'thiis .a’r'ra.ngel"nent"comd‘ continﬁe in programs of assisténce
to the aged, bli‘hd., and disébled v'vith:s‘tat'e‘s gi\;éﬁ the new option of éon;
tracting witl'fx‘the Lfecvlveral governméﬁf j’to mak‘e‘ the péymenté . ﬂnder that‘
option,' the federal government wouid asvsﬁme‘the tofal cost‘ of“ édmin_ist'ra—
tion.

The federal role in the oper‘atioﬁ of thé;new Family Assistance Program
would be greafly increase_dﬂ‘as well, Urilike the present program, FAP
will,.make a clear dist‘inctiorll_ between basic federal benefits and s‘tat‘e
supplementary behefit_s. | In the_ebig‘ht states withoﬁt s'ﬁpplementary benefits,
Family Assistance payments will be made directly to recipients by the |
federal gov.ejrnme_nt.: In‘the_re,m,a_-iﬁing forty;tWo ‘states, three options are

provided. First, the Sec;reta_xfyv-is_ empOWer.ed to make agreements whereby



-16-

states administer both federal and state berefits. Under this option,

the federal government will reimburse the state for all its costs of

administering federal benefits and fifty percent of its costs of administer- -

ing state benefits. Second, states m"ay agree to delegate adr‘niniStfatiOn
of both federal and state benefits to the federal government. Under this
option, the federal government will assume total administrative costs.
.Third, in those states »failing to reach any agreement with» the Segrétary
of HEW, bthév iedérai ngéfriment and the states will each administer their
own benefits: T]‘qe‘fredera‘l governinent will a‘ssume all _‘of the co;i_s_of
fedefal benefits and feimburse the stéte -for fifty per;cerit of its costs of
administering étate bénefiis . Thus, the féderal governmeni will ma_ke
payments‘ difectly té reéipieini:s in th.os'e eight states which will nqt
supple‘ment.v In tl'ie other iorty-—two‘sta‘tes thére will be three options:.
total fedéral ad‘ministra:tion, total state administration, or dual respori—

sibility for administration of benefits.

Adult Programs

The House legislation mandates the consolidation of the Old Age
Assistance, Aid to the Blind, and Disability 'Assis‘tance' Programs into
a single category called, appropriately enough, Aid to the Aged, Blind
and Disabled (AABD). This is primarily a te'chn‘icval change requiring a
consolidation which has been optional for the individual statés since
1962, Its practical effect would be to establish uniform standards of

assistance among those adult categories of recipients. |
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‘ The';nevs; | pro'posjals would mcrease the earnings incentives "granted‘ '

to the aged'and the disabled Elderlyrec:1p1ents would be lpermi‘tted to
retain ’th'e‘vfirst: $6‘0 of monthl'y ear'n‘.in'g's.: plus oneeh.a‘lf of the ,remalnder
without 'haVlng their grants reduced Disab led re‘ciplents' would be ‘per— o
- mitted to retain the first $85 per month plus:‘one—half'oifj the remainder -~
the‘Same'ex"emption which is now g’iven to the'blind - | |

The b111 passed by the House would broaden the def1n1t1on o:f d1s-— o
ability from the current "permanent and total d1sab111ty" to "severe dlS —b ‘
ability." _Although t’_h'e meaning of "seve‘re" vis not spelled out in the fbill ,‘
the COmmitteeqreport states .th"éfés:jogc‘ta'tioﬁ that ™ sev\’/erely disabled ’ will
be interpreted to~mean~persons :whose.’-phySical»or mental condlt‘lons sub—
stantially preclude them 'frokr:n en'g.ag:ing”ln gainf:ul__employment or self_em_ | .
ployr‘nent.- It is valso ex'p"eot?e_d that the ‘vd‘isa‘bi:lityv is oneut_hat h"'as or oan
be expected ‘.to last for aperrod olemonthsor resultm deatht:" : ‘This
definition foill‘on/s‘ .c'los‘e'ly that' uSed for'Social Secur‘ityffd‘isability insurance

benefits.

Summary of l\/[aj or .Proris ions

Taken ind1v1dua11y, the prov151ons ofthe new proposals represent
moderate, 1ncremental adJustments 1n the present system of publ1c vlrelfare -
in this oountry_. Taken together the prov151ons w111 lead to a sharp break
in current pvrv.actrces.. Estal_olrshment of jim_ml_mulm ‘f._edafal ‘_sytkandardbs_ of support
‘\‘/vill‘for the'fvir‘styth_ime forceallstates to Ime,‘e:j: _a_bas:ic floor 1n order to quality

for federal aid. Prov‘is'i,o‘npfor uniform, simplified eligibility determination
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will substantially reduce the overwhelming red-tape‘ anol. paperwork _which
now caueee frustration for ca.seworkers and reoispienfcs alik_e. Extension
of benefits to famiiies wjith an unemployed or under—employed wage earner‘
wi].l gfeatly expand »the covefage of fhe total _federally—assisted welfare
system. Consolidation of assistance programs for the elderly, blind,
and disabled in»to‘a single »category_‘wjill result in more equitable benefits
in many states. I‘he new a“dministrative options c_ould si;npl‘ify adminis-
tration and improveaccountabvil’ity by reducing the »number of levels of |
government involved in oisburs ing payments,

The overall effec‘t‘of this proposed package, then, would-b}e to expand
coverage of a‘nd“ tiéhten fede‘ral oontrol over public welfare programs in .
this oountry. These are ‘important' improvements and they will have far-i ;

reaching consequences for public welfare in every state.

.IMPACT C‘)N..NEW IERSEY RECIPIENTS

If the House 1e§islation 1s passed wifhout sign_ificant_ alteration,
there would be ll;ttAle impact von'benefit's for individual recipients, but earnings
incentives would be slightly weakened and additional penalties would be
assessed on deserting parents.

The minimum standards of supporf for welfare reoipients' set forth in
the legislation are far below levels currently received by New Jersey
recipients. Whereas the propdsed federal standard for a familv of four
with no income or sizeable assets is $1600, New Jersey's standard (@assuming
an average rentof $90) ranges from $3168 to $4044., New:Iersey"s standards

for the aged, blind, and disabled are also much higher‘

(=
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The extension of _eligib_ility fco“:lamilies with unemployed or under- '

employed fathers would not expand categorical coVeraQe in'.bNew Jersey,

since this state already provides ass
It is not possible to determine
quirement of the legislative proposel

recipients. Although it is not genera

istance to both groups ‘.’
now whether the stringent work re-
would significantly affect welfare

lly realized by the'public, a work

requirement was introduced into the AFDC program b‘y the 1967 amend-

ments to the Social Security Act. This requirement is part of the Work

which theoretically ensures that thos

- Incentive (WIN) Program. It is administered according to a set of priorities

s most fit for wark and l‘i‘ke‘l'y te

profit from training are referred first ‘to employment service slots. For

example, male family heads 'are,._referr‘ed before mothers with children.

The proposed legi‘sllatio'n is similar to| the 1'9‘67 amendrr‘ler‘_lt;s' in wording.

It is not clear whether changes in administration are contemplated which

would significantly alter the impact of the work requirement on welfare

clients.

The legislative package reported by the Ways and Me_ans Committee

would have required a recipient to accept "suitable" employment or lose

his grant. The "suitable" proviso_wa

s designed to prevent welfare.

recipients from being forced to a;"ccep@ sAub:sbtandav_ard,, wages, bad working

conditions, or jobs inappropriate for women or young people. In a last-
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minute stiffening of th‘.e WOrk requirement, however, the I—Iouse eliminated

the "suitable” rule, thereby requiring recipients to accépt employment

without this restriction. ‘Efforts will likely be :made' in the Senate to

. reinsta't"e’and"define the l"suiitable“" t:erm'finology." o

 The increase ‘in"the:éarnin‘g'exemp'tions for aged and di'sabled'redip'* -

ients will ma'k'eWorkvmore'attracti’ve ‘for'them’inSEofar as v\brk is‘"fea's'ible..

But the revisions of the ex1st1ng earnlngs exemptlon schedule for wage N

. earners of fam111es can possubly have a negatlve effect on thelr de31re to

accept employment. S

: At the present t1me in New Iersey, a rec1p1ent of AFDC who goes to o

work is’ permltted to keep $80 per month (the flrst $3O per month plus $50 o

per month for work expens‘es)’ plus one—thir‘d" _’of the remaindervwithout '

“having his grant reduced. : Accordin:g to chur‘rent-poli'oy,_'this_f earn"ingsv .

“exemption is applied to earned incb‘m‘e net o "mandatorypayroll-deduoti‘one » N

(income-*ta}&ée: . sroc-iva'l"’ Z'vs ec’:urit‘y tax, unemp;-loyment c’omp‘ens’ation taxes , h

-»and:garnfshments): C o |
Under the proposed leglslatlon reo1p1ents Would be permltted to

retaln the f].rst $60 per month plus one-thlrd of earnlngs up to $3920

| (for a famlly of four) and one—flfth of earmngs greater than that amount

’Incontrast to current New Jersey policy;éithis‘ new ear'n“i:_ngs -incentfve

‘'schedule will be calculated on the basis of gross income. Yet social

security taxes of 4:8%, comhi:nedﬁ'With a‘fe'dera"l":inoome‘ta}"é rate exceeding -

15% or a family of fourwith an1ncomeabove$3920,Wlllentlrely kcon_slumei j.

“w
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the 20% "earnings incentive." l’ayroll taxes will leave the fam'ily With
nothirng to s‘howfor increaSed work effortl. Thus the net 1mpact of the
proposed 1ncentiye’schedule in New ]'ersey wo‘uld eliminate any 1ncent1ve
to increase earnings beyond $3920 for the average AFDC family. This
effect is demonstrated graphically in Appendix III. | | o

One other section of the b111 would adversely affect many re01p1ents..
Under the bill, deserting parents are. liablev to the federal government
for the amount of Family Ass 1stance payments and the federal share of
state supplementary payments‘ made to their f'amllies in then' absence.
This 11ab111ty can be collected by w1thhold1ng any federal payments due B
the parent regardless of the type of payment or the parent S age or~s001a1
circumstances.- Y‘This mandatory claim of liability could include the parent's ‘ ’
Social Security benefits years after he has “de‘serte‘d, his Veteran's Benefits, “
federal wages , tax refunds ,‘ manpower training stipend‘s‘or any other .federal
payments N \k o | | |

Present State and federal law‘ proyides _numerous‘ methods for com-
pelling pa.rents to support their ‘children.:’ Welfare agencies are requ_ired’
| to report deserters t:o appropriate law enforcement officials. Theb courts’
may require that‘ children be supported by their parents through garnish-n
ment of wages, li_ens‘ on properties',_a_nd oth;er_ civil remedies.

In the opfinio‘n of the Task Force, this provision would prove unen-
forceable and would surely discourage any reconciliation b'etvueen deserting

parents and their families. If the parent deserts for onlya
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short time,(n_is debt vuoulu bu11d up :at a ratemakmg return: to the I‘.atnily
impossibl_e‘. I ThlS would .‘n.avel.’on‘g termdeleterlous effectsupon the |
Ianlily sttueturev.of'.t/veljfate :recipien‘ts. Tne prov1s 1oncons i‘cIer‘s; ‘neithvér‘-
i »abi.l.ityv to pay, nut_nbver‘ oI ele_jnendenta ,: nor etner :}_»ioers»o'nal‘ circunqatances '
©in requiring parents to revir'nbursje'th‘e fec'.‘l‘e:ra.l‘ government As zsu’ch,v it is‘_b
. an:'insens iti“v'e tnettument whlchw1llnot achleve its\ Qealbo‘f dieeout‘a;g-ing’
de'éertien and'ibiiegitfinlacgrv. ‘ On the eoﬁntrar'?.;-‘it;tvti‘lkl dtsccliurage te‘eeneiliation
v énd encourjaue_ :de'settiang‘ ’fnarents.‘ to becorne "nons-'ex;i's‘ten '{" relative toi " | |
‘off’i‘c‘:'ial'recerd.st"' B o | o
Other” provvls ions oftlfble pr-opesed leg1slat10n would affect re01p1ents .‘

onIy matglnally." I:etabllshment of umform and 51mpltf1ed ellglb]llty crlter1a
would str‘e'arvnline the pr’oc_:es‘-s of “evll‘g1b1lv1ty det‘erm1natlon . ;mak_e ellglble .
a certaln number vef"vpre.vi}ous ly 1ne11g1b1e cllents ,; ;‘andaisvefnermit cItents' .
7 to.'retain a fman01alcush10n oI-up'ito’S‘l_:SOO., 1nresources Expanded iﬂan‘-', .
‘p‘ower an'd day cate ‘prog’r,a,ms, WOu‘Id 'enable-"rneife reci»pie"ntsxto take ad— .
vantage oI theee sevr'vivc'es.' Extens 1onofdlsab111ty .‘assIe‘ta’nce to th’e‘v }.

seuerely;' dlsanled w111 make as~s>1etance ava11ab1e to many in that cateeoty

'who are currently 1nehglble. ,'

: IMPACT ON THE STATE: ADMINISTRATIVE AND FISCAL EFFECTS

-Under the House leglslatlon New Iersey S admmlstratlve structure
, forfcategorlcal:ass‘l_;svtance could und_ergo' ;ma_j_or, chiangeS'; and the St_a'te
would obtain a sizeable fiscal dividend relative to existing matching

formulas.
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Admih'istrative Effects

Since New Iersey Would p1"‘o’videi funds ‘fbr.. stété‘ suI;plevme.ﬁt’ér-y béﬁéfits
under the ne'W plan, 1t would have to éxerciste‘ one vof the three p;*eviousiy |
described optiéns for .admiriister:ingf thé .nevxir. pr‘d.gjram': total federal édfﬁiﬁis—'
tration, totéiéféfé éd;ﬁinisfratioﬁ, or dual réAspor‘l‘siblit’y for édrr;ihisltré't.ién; ‘.
of benefits. | |

Dividi'ng adrhinistrative resﬁéns ibilli’ty_b-evtween thé}State'anc.i federél
’ governmehbts ;wﬂo‘unld be cbnfus'ing vin;practi‘c‘:e. Dﬁpliéatiﬂg the ’ad‘ministra’—
tive procesé w‘b‘tild.‘lvoe 'w}v.as;tefull and wodid c‘re>ate“t‘wo parallel assistané_é
agencvies té whvijch th'é pobr Would ihva,v»e t‘o"aplply for varid.' A pdténtial reéip_
ient would have to deéi with fv}o bﬁureauc‘x.'acie.'sr to obtéin the samé bénefits
he now receives from one.

Sté“t'e: Iresﬁon:saibiilify f‘br’:bbcza'th? "féde‘fai ’a‘nd ;stét‘e assistahce paymeﬁté B
unld be scarcejlvy difrfer_e'ht fro.m:thé éxiéting ér}angément, ﬁnieSs t'heA |
federal gévér'r-lm"ent‘ iﬁ.stitutes’vrﬁﬁch stricter dontrols; o

'Thé’rleimaijnirig‘ alterhat'i'gze, in wh‘ic.h :the fed.érlél gox)e’rhr_ne’nt wouldl‘
admin_isterStaté funds as well as its own, would constituté Lva éort of
"reverse federalism" which .is probably unbrec_edenfed in the American s ystem

of government. If»New Jersey chose this option, it would sign an agreement

‘to have the federal ggvérntngnt determine eligibility and make payment of state, :

supplementary benefits as w,ell as basic federal benefits. The St ate would -

then reimburse the federal government for the-State's

share of the cost of the supplementary benefits.
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States might be rel'u_ctant'tovpermit the federal goyerrimertt to c'or;trol»' |
thei experlditure of‘ large'open—ended sums of State fuﬁds . rFurther‘more,:
| the probgllemsv vsfhich the federal gove.rnmer‘lt‘ Wouldiencouﬂater.ih tmdertaking . |
such a m'onurhentaf admihistrative task:-‘- partica!_lariy in '.the:_‘ trans’it'ion -
Would be extraordfnar.ilj_ _co_mplek. Noﬁethe’l'ess,:;tlrre I-vlouse le.gi.s»lation,v
»prov‘ides tncentives for States to sfgn up; for this alternative, w}i_th‘_an L
offer to”reliieve soch‘: States of al_ll admin‘ibstr»ati‘ve co’sts‘ of the programs.'
Dependirtg orrtheiprecise for‘rnu.la., »su.ch an fﬁ'cent’i“\'/e _"woulld mean $51 to
$10 rr;fllion to _New Tersey i‘nvthe fi.rs‘tv year of the ‘progra'm alone. |

Consol1dat10n of Old Age As s1stance Aid to the Bllnd and Dis-
ab111ty Ass1stance 1nto a smgle category is 1ntended pr1mar11y to ehmmate | »' '
disparities among ttxose categOries in benefit levels and treatment accorded
to recipie'rrts. Smce New Iersey a]ready has‘ a t1n1f1ed beneflt schedule,.v
corlsolldatlon ‘of the‘ three adult programs 1nto a smgle category 1s 1arge1y
a technical change that will _have few s_ubstantlve:effects on e;ther recip-

- ients or administrators.

Fis cal Effects

‘The aggregate flscal effect of the I—fouse legls latlon in~ New Iersey

1 would- be .vfav_orable, though less favorable 'pro’portionately than the effect |
on ﬁost'other. states. Relative to State costs ‘_in‘curred w1th the- pres;e'nt
federal matchihg forrnula of 50% in 'al'l.'categor'ies , we p'roject'a ‘gai"nin‘

fis,caf 1972 of $7.v7 million in the regular AFDC .cat%egory-and a gaih of -



-25-

| $1.4 million in the federally—matched AFDC-unemployment c"atelg'oryv.‘x
Details of this pfojection _avr'e given-in Appendix_;,l; the gain wouid result
from the federal government's payrnent of basic benef'its: v(t he firstcSlGlOO o
annually for a family of fou'r) plus 30% -,efthe cost of state ‘supple’r_nentary._ "
benefits in.these categories. _We also ’anticipate some gain fof the State\
fr_ombfeder.al. payment of basic‘gbene‘fits to the working poor, corresponding
to thevstate"under-employ,rnent segment of AFDC which is not now federdlly ‘
tnatched. That gain would amount to appi*oximately §7 millic)n,: though its
precise magnit_ude is difficult to ;project on the basis of current»informatiOn-.'

| In the adult categories of assistance to the eldervly,v b_lind, and |
disabled, the State would realize .a benefit of about $7.0 million. “Federal |
. matching wouid be raised from 50% of teta_l benefits to 90%‘efthe fir‘st |
$65 of the everage monthly grant plus 25% of the i‘emainder. |

Even 1f .New Jersey retains t‘he-current avdministrative arrange_ment,r

an increase in federal assis‘tance for financing administrative costs of
Family As sietance’payments would save the Stete anether $5 to $10
million (depending on how the ealculatien will be mede); if the State |
requests the federal gotzernment to ad’mini_eter the entire progrem as well
as Aid to the Aged, Blind and Dis‘ab:led, total adrninistrative relief wui
rise to approximately $.l.8 millienj. “ | | I
| " The toltall fiScel dividend accrulngto the State frorn the;Ho'uvse bill,'
then, WOuldJ range from $28 rnillionvtd $4»1vrr‘1iiii.c>n.- In‘ obrder‘rt‘o‘plece this
dividend in perspeeti\}e, ittis worth noting that the federal, Steate, and
county expenditutes forcategoricalwelfare prograrns in New Jersey

anticipated for fiscal 1972 under the present system wou,ld‘amount to
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approxirvnat/ely $-_‘460 million. . .

A mere change 1n defihition_ of ‘vth.e ,disah»ilit'y categ,ory fr.om "'per- C
" manently and.:'pota/lly dis’abled?"‘to ,'_"seve-rve_ly déisabled"? mayfoffef a measure
.of relief to Geneljai Asvsistance; roils' in the-:State. Gehéfal Aslsi'stahce v_is )
Va revs'i'd_ual category now serVingthose'needy persons not covered by the
_f_ederally.—aISSis t-ed.‘categor,ies: copples :and séingle a_duits undef 65 Wh'o :
' are_ neither blind, d_isabl"ed‘, ' rior,'supportihgv‘ch%ildren under-'the‘tage of 21.
M.anszr'of "ch‘_ese' GA recipie;hts have sehio’us _hea;lfh'disa'b'ilities' but do not
B compiy. with the re.s_triﬁ.cte.d' ei'ig"ihili'-cy oriferia1',of'the ou'rrent -Disability' >

Assfstahce. -program. Acoordmgly, a ‘transfer of some cases from the

:‘.General Ass1stance program to the Dlsablll;c‘y Asslstance category could
be exp_ected if the broader. :def_initi_on of’ "Severe disability"’-is ena,"cj:ed 1nto‘ ‘
law. Howevef,I :the prOpoxl‘t'ioh' of GA 'recipient‘_s Which mi,g.ht_be'affelcted v,
' oannot; be ,est,i_lmated because of a lack of current informat‘ion'_o‘l*';“the:': ’

composition of the General Assis.tahce rolis .

Changgs in E11glb111ty Requlrements

The House legls latlon would also e11m1hate oertain ourrent e11g1b111ty
: reqplfements for vfecelvmg publlc ass1stance in New Iersey.b Plrst the
House b111 estabhshes a celllngv on the res ourees of e11g1b1e famllles of
‘ $1500 excl‘u‘swe of home‘ household goods ahd personal effects; - In
'contrast New Iersey pres‘ently requlres hqu1dat1on of a‘11 cash and 11qu1.d
' _assets as Well as most substant1a1 11fe 1nsufance poilo1es. Personal -

' property and automobiles are now regarded as pOte_ntial 'rjesources With o

N
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liquidétion required.under certain con_c-litions..', In ad}dit.ion, récijp‘ients of -
Old Age Assistance and Disability Assistance are required to sign an
"Agreement to Reimburé‘é" Courity‘v\‘r'élbféirev age'rki'cié\s' 'fbi'v‘th“e" ;a‘mbu'nt'of'" |
- welfare benefits éra_ntéd‘.“."This 'Agr“eé.r'hént“‘dperatés as é lien on homes
and other property of regipiehté inqlthe:sé‘Cat'egofie"s *7._' | |

" SecOnd",:fEhis leg‘is'latiéniW'OL{Id li'mif.'spec‘ificatioh of relatives .
‘legally responéible for the ‘siup'pért"Of' reb‘ipi'“e”nts' tQ"_spéu's'es , parents of
children under 21, and parenté of bliﬁd a'r'ldfdisabl'éd pervsor’is . This
provision comparés with NeW‘Ier'"s‘e'y'bs‘ specification of grandpérehts .
spouses, parents, énd adult chvil'd‘rvén :“(if 'unvd'er': 55) of ‘él’ieht_s. - .’I‘he'se
changes'.wri'll affect the'"adminzi'stratviv‘e‘ arird.‘fi"scal“si::fuc;ture i"h; New I‘ers'e'y .
by slightlf widening ‘the' ‘pool of eligi]c;lc—/:;s;:' and denying the state the 'lirhit“éc'iﬁ‘f'f‘
iricom_e it how reCeiyeé frdm"légalls}'réspdnsviblve relatives as well as liens
on the prdpertvy; of welfaré reciﬁients. A‘c ‘the's».avm:e time these c’:hén’cj,es:
would stfeamliﬁe the process of v’de‘t‘ermining éllvigib'iliivty» and lowef'admifiis -
trati\}e costs. In this respect, they are 1n 'ac'cord, w1th thé recommendations
of this Task bPo'rce set forth 1n its vprel'fimiha'i‘sl/ féport,bfjdﬁu'éry 15,‘ 1970

An important provision in the legis lation stipulates that a family

!

will be eligible for welfare payments if its int;or?he"nef of i:he"prbbdft'ion k

of earned income disregarded as a work incentive falls below the state |

* H. R. 16311 may be interpreted as requiring elimination of the
Agreement to Reimburse in the adult categories, but ambiguity
in the relevant provision causes sifficient doubt in this inter-'
pretation that further clarification from Washington is being sought.
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standard of welfare assistance. This provision will increase the number
of families in New Jersey eligible for supplemehta_r)'r,benefits . Since
Medicaid is tiecl to eligibility for categorical welfare payments in New
Jersey, this provision will also increase the number of families eligible
for medical benefits. Assuming a basic welfare standard of $4044 for a
family of four in New Jersey, such families with gross earnings from'
employment of $6309 or less would be eligible for supplementary benefits
and Medicaid. This provision will only widen eligibility of female-headed
families, however, since (1) there are no federal requirements‘in the bill
governi'ng state supplementary payments to intact families with an under-
employed wage earner and (2) families with an unemployed male wage
earner would presumably be earning far less than the basic welfare
standard. Until data from the 1970 census are made available, there is
no reliable way of calculating the number of additional families who could
become eligible because of this provision.

The l—Iouse bill leaves untouched the present program of social-.
services for public welfare recipients. However, Administration legis-
lation setting forth proposals for _restructured services is expected to be
submitted fco Cougress in the.nea‘r future and is rumored to adyocate major

changes in the present system.

' RECOMMENDATIONS

The proposed welfare reform package contained in the House legis-
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lation y\.zi_llll yleld a fiscal {diy_idgpd__\tp NewIersey of 7_$2_8' - $4"11 million and - .
benefi_t'r:ecip:‘i\e,nt_si:t‘ihfough»a‘ s ;i:mplified and ;_rhorg 'uﬁifgrm sys;g._m of acjminig,%~
trétion. Sérﬁe prqv isions. 'Q_f the ﬁoﬁs;e bill, howe‘vey,'v_shoullid.be»;ﬁr'r;o_di:fi‘éd  -
to eétalxalish‘é'fai:rer 'sysb;j:em: fo_r f‘ec‘_’ipie{n-t's "and“ enhan_(c‘:g the fiscal Qa_in.v,‘fof
New Jersey, 'ﬁwi}fhout ,c@mpromis ing th'e_e_s._s‘_ei‘njci_a} ,featurresb'of‘uthe"r.eform‘
rheésure. , H

| First, we rev_co:m‘r;;‘e.nd t_hat. »the»provis.iionlojf_ the House biyl_l_'prcr)hiibi’ti\ng
federalxmatq};lijl'q.g Epaym,en.tg for s‘upplemﬁenta‘ry benefité above‘ﬁhe,- povefty o
level be e’li_rn;irllateid% Ihe poye,.rvty lev;e'l"‘_is-'too arbit*ary’ f,o répreéent' an‘ ‘,
adequate‘ mir{imumi_ levei of‘s‘"uppqrtvfﬁo'r all farﬁiligs inall s'tétés. It rﬁakés
allowance fo?:’nei’;her»regiox.;al va;*iati_on,s in .go>st.fof'—1iying nor differeﬁces »
in family ,COTﬁVPQIS_i{FiOnf Inﬁadditi_on‘, New Tetsey is the only sfate aff_eic-tedy -
’by this pro'viéion_.: ” Even in N‘ew Je(rs»e"y,_;thg welfare standard ezﬁceeds the -
poverty_!llihe: .:pnlly_' fqr"certvainrtypgs: »yé‘f;famil'ie»s w__ith' high,_sh_bellt_ex.* costs
(the minirriuni; standard of support vari>e_sv 'w‘ii‘:h, rent, family size, number
of adt__llt‘:vs._ﬁand? age ;of qﬁildren). ‘ Elimipation of .this provision wQuld ,res‘ulit S
iﬁ oﬁiy a sliig;j_h»tv fijsc‘:al 'g‘avlkin, for New I_ersey S,_i}ncve the pro_po,rtiovr‘i_‘ of payments‘._
made to rais',’é:fam.:ilies'v income above the povvel__'tyllév'el-_is small. But it
bwp'uld make cjl;_alc‘ulation of t'he_fecvle'ral share of the State suppler’n‘en.ta;rylv
p.ayme'nt‘s a great'deal éa_s‘ieri"svince_ it».w‘oulld rer‘rrlove a_¢omp1ex factor that
would ot’h‘erwis.e) h‘a;ve:»t'o be _'fjguregl sépva'rate_liy'fér ea“cj,h fam'ily... ‘

' Svecovnd:, ’.we__recommen_d‘ tlvlat:the fiederfi»l _gov.ernmeht m‘att:h, State

supplementax';y paym_entsltbo» working ___,p;oqr Af‘a'nlijvli‘es_ in those States which
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' volu‘htarily éstéblish ‘suc.:h a program bn:a statewide basis.“ Sgch matching |
pa‘yrﬁeﬁts shoﬁld be madé: oéu thé same bésjs as those made for 'familiés.‘
- with a:n unem‘ployed parent kSO% iﬁ the .I-‘Iousve bill“wl).
One bf fhe stated objéactives 'bf the Bili is 't‘he. removal Qf inéquitiés
 between tréatfnent of the. uﬁéemployéd aﬁd the working poor. ‘~ Yet in any
State making s}izea‘ble supplzementafy payments to unemployed heads of
families, a sériéus inquity Will remain‘i‘buvr'lder the present legislation.
An offer by the federal govex?nmént ﬁo maftch .supr‘)i_ementar‘yr payme'nts’ to
families ofrvth‘ev'wc.)r'king ‘pdoﬁ‘v;iould encblixjage some states ‘to‘s‘e_t ub |
statewide progfar'ns , therebj femov‘ing this ihequiyty.'
| Fﬁrtherfhore, the distiinction drawr{ in the House bil‘l_ betweén un-
employed and workirig pc)ér fatheré will be‘highly‘arbitrary énd exf;emely

difficult to administer. Undﬁ;er present r_eguIations , a client is considered

unemployéd if he isvafkihgile‘s‘s than full tirfie. Th'us,. a Change'of as

-little as an hour bf working _’éime in a sinéle week can shift‘ a ¢lient"ﬁ'om |
one cz;xtegorﬁ) to arioﬂiér. Agithe legfislat;ion now éfands . é‘{silicjht .dowrie\
‘ward sh.if"c'nin Work effort cou;d' bririg‘ a si;eable injcreas'e ’in benefits for

| thelclient in sfatés Wi‘thout siuppvl.b"eimentailriy benefits fof the wérking poor.
Convefselﬁ}, 1n Néw Jersey, n.,Whére suppléméntary'benef"its fbr thvévwork‘ing

poor aré not federail'y maj:,éheld vx.rhil'é‘ supple_mentaﬁy‘benefits‘ for tl-l‘e’:unv_

' | employ,ed are, a .sniéll upWar;éI sh'ift in'va} él_ieq‘t's Qvgr.k. effqrt ’c_o'uld-"_.bring |

:a‘siz'eablre rédu,ctiém in f.edéftal fuﬁds;' | |

_A'30% match in"fedé,ral::funds for?subp‘lementary paymehté to the
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wbrking poo; couid be expected to bring into New Jersey more than
$8 million in additional federal funds in fiscal 1972.

| Third',:' we récommend that non-employment income of biients be
proportionately credited ’arg'a'inst'lsta;ce supplementary 'bénefits _as well
as basic Fa:hily Assi'star!lce benefits. To illustrate the effect of thls
recomrﬁent.;iafion,’let us assume that New Iér'sey family "A" with four |
members has no income or resowces and is eligible for.tot‘al benefits
of $4000 p’ef yéar. According to the Héus'ei bill, $1600 would be paid
in federal béneﬁts and $2400 would be paid in state supplementary

benefits (with 30% federal 'matcvhing). Let us further assume that family

"B" is i'dént'ical except that it has $500 in non-émpl'oymént income.
Accordiné tc; the Hbuse bill, the $500 would be deducted first from the
basic federa'fl benefits. Thus, the basic federal benefits would be
reduced to $‘f_1100while the State supplementary benefits of $2400 would .
remain the same. According to :our'reéomrhendation, two-fifths of the ‘l
$500 (or, ‘$‘2‘:‘00) should be deducted from the basic federal benefits while
three-fifths '_('or,' $300) should"bé deducted from thé si_:ate. supplementén‘y
benefits. The client would rec_ei\)é the éame amount of money, but the |
state share xf/voul'd be reduced. This woﬁld be a technical chahge, but
its implementation would result ina gain of about $13 "mill.ion for New
Jersey in ﬁs;cal 1972. : |

Fourth, we recommend that provisions imposing heavy financial
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penalties on deserting parents beeliminatec‘l.' In the opinion of the Task
Force, the penalties envisioned iﬁ the bill could prgve‘ generally unenforce~
able, arbitfafy and capricous in applicatign, and serious deterrents to
reconciliation of broken families. As instruments to discourage desertion,
the Task Force believes that the penalties'wouid be inferior to existing legal
remedies whbich_consider ability to pay, number of dependents, and circum-
stances of the desertion in sefting the a;nount of legal liability of the des.erting
parent, |

Fifth, we recommend that the Senate and the Secretary of Labor clarify
the legislative int‘ent of the Work requirembent to prevent its application
from abri}dging fundamental human rights of those Americans Who find it.
necessary to éppiy for welfare benefits. Although the wofding of the House
bill offers certa‘in protections, in the opinionvof the Task Forge it still shows
too -little cgncern for individual fémily situations ,. child care problems,
possible exploiil:atAion by low-paying employers and ‘bersonal circumstances
of recipients. 'I“hebbill Was weakene‘d in this resbéct on the ngse flqor,
where thé stipulatign that required _employfnent be "suitable"'was _eliminated.
Since it is not poss;_ible to 'spe_cify ih the legislation all of the situations
in which rigid épplication of the work requirement would be in.appropfiaté .
we believe that it is cfucial for‘the Sénate-and the Secrétaryf of ‘L.ab}or to
stipulate their cléar intent thaf administration‘of the reql;irement bé respeét—
ful of the dignity and fundamental rights of welfare clients.

Sixth, we recommend that families be permitted to retainthe first
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$60 plﬁs one-third of add’ition:al gros',s md'n’thlsr eérnin‘gé without‘having.thevir
benefits reduced. The proposed legislat_ion provides an exemption of $60 plus
one-third of additional gross monthly earnings up to the federal break-even

point, but only one-fifth of earnings above thatvlevvel. The regommended dis-
regard of 33‘ 1/3% of gross earnings would maintain a moderate incentive of
approximately 13% after taxes and would raise the state break-even point from
$6309 to $6786, By maintaining a consistent positive incentive, this recom-
mendation would ensure that recipients of benefits would increase their disposabl-e

income by increasing their work effort.
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| ‘ APPEND’IX I PROIECTED IMPACT OE ‘\T"W WFLEARE LEGISLATION
ON NEW JERSEY WELFARE EXPENDITURES FISCAL 1972

If it is enacted in ‘t’he form which passed the Honse of Representatives,
the new welfare legisl'ation.witl be implernentedj in Fiscal 1972. The estimates
set forth in‘this appendix project the anticipated impact on New Iersey's welfare

expenditures* in that yearvif the House bill becomes law without modification. _

I, = A1d to the Aged Bhnd and Dlsabled

, NeW Iersey now receives flfty percent relmbursement from the federal
government for the cost of asSistance payments in the categories of Old Age.
Assistance, Aid to the Blind, and Disability Assistance. TUnder the House
legislation, New Jersey Wotlld receive'ninety percent ($58.50) of the first $65
of the average grant plus twenty—flve percent of the remamder in the new
category of. Ald to the Aged, Bhnd and. Dlsabled Based on estlmates prepared
by the Bureau of Busmess Services (D1v1s1on of Publlc Welfare) of the average
‘monthlygrants and average number of monthly recipients in those categories
in F_iscal‘ 1972, ‘the improved federal formul.a‘_woi‘lld net the State an additional

$7.0 million in that year. This is calculated as follows:

1. vAverage monthly re01p1ents P 20,000 14,000 1,020
2. :Average mcnthly grant | : ‘. _‘ k $_85v,‘(>)0., . \” $12}7.1.00 $117"OO
3. OldFederalmatch  $42.50 $63.50  § 58.50

- (50% of average grant)

*Combined expenditures of the State and 21 .bco,unties.b
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. oma DA AB
4. New Federal match = © $63.50  $74.00  $71.50
($58.50 + one-fourth of - B PR AL A
amount greater than $65)
5. Increase in match (4 - 3) _ '_ v$21 00 N $1O 50 _$13 00
6. Net annual savmgs (5 X l) X 12( , $ 5 04 m11hon $ 1.76 m $

Total Savmgs = $5, 04 m + $1 76 m + $ 17 m = $6. 97 m11110n }

II. Family As31stance

Un"der'the"F‘amily‘ Assistance Program in Ne‘W' Jersey, the federal govern-
ment would pay a family of four $1600 per year. ‘The State of N'ew'Iers'ey'would’ ‘
supplement the b‘asic’ EAP‘benefit to raise total family benefits to the level of

the New Ier'se'y w"elfaré' standard' Non—empl'Oym ent income of the family would

be credited first agamst the FAP beneflt State ‘suppIementary 'bene‘fit's'would e
be reduced by the fam11y s non- employment income only if such income ex-
ceeded the 1eve1 of FAP beneflts. o

| Below the federal break-even point for s:upp'lementat'i’on of ear‘ned in-
come ($3920 for a famiiy of four) 50% of a famil'"y's earned tncome'(after the
first $60 per month) Would be deducted from FAP beneflts ‘and an add1t10na1
17% would be deducted from State supplementary benef1ts. Above the federal
break—even po1nt 80% of earned income would be deducted from State beneflts.

’I‘he' fe'deral‘ gove'rnment would matdh 30%‘O"f_' State supp,lementary assis-

tance bvenef.its egcept_ for that portion”Of 'the supp’le'm'en't which raised ffamily
incomes above t‘}fie‘pot/'erty line. ‘ |

 The Bureau of Business Services (Division of Public Welfare) estimates

that New Jersey Will.haVe 370,000 average ‘r_n“onthljy recipie‘nt's‘ in the AFDC-
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. regular segment in flscal 1972 plus 24 OOO rec1p1ents in the AFDC-unemploy-

, ment segment The average per—rec1p1ent monthly grant is estlmated at $73 00
in the regular segment and $63 fOO in the unemployment segment
Lo |

. The 1969 AFDC case record survey 1nd1cated that average famlly net
1ncome (after work expenses, earnlngs exemptrons etc ') 1n the regular seg-
ment was $49 13 per month or shghtly less than $12 50 per rec1p1ent  This _

| represented‘ a‘_decrease‘frorrul.$655i._78 .pg;:famrﬂly in 196173, probably ,d‘ue‘ ’to.-llm-,-.‘f
plementati_on_‘_of th‘vef_ne’vvv earmngs exem«ptions . ;_:‘_/Ne_:t income 1n the. unem»ployment B
segment Was‘_sl.ightly le"s;s than é 1025 per r'e‘cvi;pie.nt 1n 1969. : vaecause there
is no clear basi's for projecting':tie__ither an increase or_a vjd._ecre'asve in th;ese levels
for fiscal 1972 , it ls',estimat;ed‘that net fam11y income will remain v_constant'..’

| In order to determ ine the_,p;roportion of Efam ily. *in{com_e_ Wthh would :b-e 7'
credited ag_ain‘sft ”F'AP_J benef.it_s.,'-‘d;ata on' .‘net 1ncomefrom the1969 AFDC survey'_ o B s
waSClass1f1edaccord1ng tofamlly size. The FAP vben:efit_.level Was’_calculated\.,_
* for cach family size. The péffceﬁtage of net family income exceeding FAP
benefit levels was _deter‘mined or"ran lndlv.ldual- hasi‘s Over the entire sample,
18-16% .of"net-faimi‘.ly 'inc’ome-exceéeded ?AP benefit .levels. ' |

For fiscal 1972 therefore ,‘ it is. estrmated that 20% of net AFDC famrly
income in the regular and unemployment segments w111 exceed FAP beneflt |

levels. Thus ,v 80% of net fam1ly 1ncome W111 be- deducted from FAP payments "

and 20% w111 be deducted from State supplementary payments. ﬁb B | _
| Accordmgly, total FAP benef1ts and State supplementary beneflts paid | !

’to the est1mated AFDC (regular and unemployment segments) caseload ona.

’ : monthly bas is can be pro; ected als follows
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11.

AFDC - regular s egmeﬁt -

- Total Monthly AésistanCeIPayrnents,-.

©$73.00 x 370,000

Net Family Income (Other than‘A»s,sistanCe Péyments)

”$;2;50>£370,Qoo' |
Gross FAP l?ayment‘s
.$33;33‘x 370,000
Net FAP Payment_s |
| $12,332,100 - (80% x $4,625,000)
Total State ?Payments : :
$$27,010,000 - $8,632,100
Federal Shafe of:State Payrﬁehts

30% x $18,377,900

ok kkk ok

Net State C:ostv

Net F’e‘der‘aliv"Coéf

Net State C-ost Uridef Existing Por;nulé
50%><$27,010,doo

Mo/nthly SaGings fdr State

Annual Savings for State

I
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$27,010,000

$4,625,000

$12,332,100

'$ 8,632,100

$18,377,900

~$ 5,513,370

812,864,530

$14,145,470

$13,505,000

$ 640,470

$ 7,685,640



10.

11.

AFDC - unemployment segment -

Total Monthly Assistance Payments

$63.00 x 24,000

Net Family Income (Other than Assistance Payments)

$10.25 x 24,000
Gross FAP Payments
$33.33 x 24,000

Net FAP Payments

$799,920 - (80% x $246,000) -

Total State Payments
$1,512,000 - 603,120
Federal Share of State Payments

 30% x $908, 880

*kkkk

Net State Cost

Net Federal Cost

Net State Cost Under Existing Formula

50% x 1,512,000
Monthly Savings for State

Annual Savings for State

8

-38-

$1,512,000
$ 246,000
$ 799,920
$ 630,120
$ 908,880
$ 272,664
$ 636,216
865,784
756,000
$ 119,784
$1,437,408
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' , ‘Beoause es;s‘en‘tiloa‘_l. 1nformat10n regarding non-assistance income is la-cking .
for the und.e'remp‘loye'd (working' poor) segment of AFDC in New. _]'ers__e;y, it is n.Ot";
po.ssibble: to proje?ct f;sool ’s_ayinge ;for_i‘;het _caﬁseloaqwith tne same aoeuracy that
can be _ac‘:hi‘eve_vd::vin othexf segments As eta_ted pljex{iously,, the _federail govern— o
ment will;'_;j)a-y_onll_vy b;_a_s 1c ka:_e_ne’f_its ‘tﬂo,tbh,is group o_f‘v_rec_:_i;pients; state. snpplemenfary
benefits will not _be_v_matc_hed.v. It.is e_s]:im'ated that gross ,asisistance expend itures -
in this ‘ca_tegory' »{)vil_l b_e' S_.34',6 million in_F;isoall.A1>972_“_... - We project that the
State will be relieved of twenty percent of this amount, or about $7 million. -
Since current ‘:inforfmation. upop» Whi_ch ;tnat ,projecti.on vis»based is incomplete,

however, vthe actnal gain could b_e_s_omew_hat_ higher or lower.

1. _Costs of Administration’

Total e.xpendit'ur'es; for as bs’isténcebament_'s in the éduii o-a;ceoofvies”are ’
esti‘mated to be $43 million in Piscéi V1__'9,72 ‘I,n'cfalendaf yeor '119,6.8, the‘ iést
year for which ‘:da'f'ta afe' available, ekpenditnrets.:forv 'administr'ét‘i_on,' lsefvices ,

and training for t'l;ile a_dn’lt Cafegori'es amounted u; fouifteenpefcent- of_-‘ expen(ii;:ures
. for assistance payments. On "th'irs' b}a‘s is, it 1s bfoj GCt,éd ‘in‘;f'i"scavl 1972 that |
expenditure‘S‘for édminis'fration', ‘s'ervioeﬂs , andtralmng 'vxlrvillf-vbe ap\pro_ximatel.vy '7

. $6.0 million. We arbitrafily (in the'abeenoze‘:of a.\'zeilébble informotionl> Ves'.cimete |
that 75% of such expenditLJres constitute_avdministrati\)e-rather than ser.yioev costs. - |
- .Thus, the cosi; of admxinivs;e_:jing the jadult categories in Fi§Cal-.1972'-(Wi-11 come to -
'about”- 345 mil_lion, If the S’gaﬁe,c.ont'i‘nues“:‘;o ‘administer benefits in-;t_hesve
categories{ the p;esent federal.matcning rate,of fifty pefcent of' administfétive

costs will not change. But, if the State agrees to have the ’fed’eral‘govern"ment
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; adr’ninister benefits in tho‘s'e'eategories' : th'e Statez’»w:',llvg‘ai_n abbut '$2'v.25' tnillion
from federal assumptlon of all adm1n1strat1ve costs. |

Similarly, costs of adrnlmstratlon sertllces and tralnmg 1n the AFDC
segments will amount to abou‘xt $41. 6>million"in PiSeal 1972 j(vl‘l% of $377.8
ntillton)’. Administratixje costs alone are theref_oire'esti'mated_ to be'apprdxi— ”
| mately $3'1'.’.2 rnillion. If the “\State admhiStets federal and "State benef.'itsb, the
federal gevernmentwill‘reimbzui"se’ the State for the fult-cost of adr'ni'n'ister';infg .

the federal beneflts plus f1fty percent of the cost of admlmstermg State

beneflts.. Smce there is no advance 1nd1‘catlon’ of the formula with which

I
/

the federal goVernm'ent'w’ill eetim'ate’the probdttion of totalu.administfative costs

' a331gnab1e to federal beneflts we can only esttmate that the proportlon w111
,be between one—third and two-thlrds.' Thus the federal share of one-hundred

, bercent relmbursement for adrn mlstratlon of State beneflts w111 range from

SZO 8 to $26 0 m11110n.A ThlS I:‘vt/ill result in a saying te the St_a__te of_$5f2v to

$10.4 million relatlye te the pltesent fofmula-, under Whieh ’the State Would re;'

i cetve $l‘5' évrni"llion‘. However 1f the State agrees to have the federal govern-

ment admmlster both federal and State beneflts the State would be relleved of

a total of $15. 6 milhon in admintstratlve ’cjoshtsb. Coa

V. ;Sumrnary L

~ The total low and high estimates fotf" the fiscal gain':fer' the State from
‘enactment of House Bill 16311 g“w"itho_ut sign‘ifica‘nt change can be summarized

as follows:
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LOW AND HIGH ESTIMATES OF SAVINGS TO NEW JERSEY FROM ENACTMENT
OF HOUSE WELFARE LEGISIATION, BY CATEGORY AND TYPE OF EXPENDITURE

. LOW . HIGH
(millions of dollars)

AID TO THE AGED, BLIND AND DISABLED
- Benefit_s . 7.0 . 7.0
. .Administration’, . - {::'; .O.OY_ o l' SRR 2».'3‘
Total . . L 7.0 9.3
AID 10 PAMILIE?é WITH
 DEPENDENT GHILDREN .
Benefits - 161 / 16.'1
Régﬁiar ségment | | |

7.7
Unemployment segment 1.4
U‘nde‘?erﬁplo}imenﬁt segment 7.0
Administration 5.2 15.6
Total 213 3L7

ALL CATEGORIES

vr
no
[ec)

. w
Ur
15
—
.
o
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APP,EN’DIX 1I: PROIECTED IMPACT OF TASK FORCE RECOMMENDATIONS
ON NEW ]ERSEY WELFARE EXPENDITURES FISCAL 1972 o

“The T.ask Force makes tvvo rec‘omrnen;dations'wh‘ich would bring si'g”’nif-,-‘
icant amount"s_fofv addittona-l fe;i‘eral funds into Nevv I!Iersey_.’ The recommendation "
that the feoleral .governm.ent .sh:_are in the cost of' state supplementary benefits
for the‘working poor could bririlg into New Jersey more than $8 'mvillion‘ in added
federal funds in fisca1.1972. éThe'recommendation ‘that non4employment inoome
of clients be proportionately cred'ited againet state_-Supplementary benefits as'
well as against basic (federal)v Famlly Ass1stance beneflts should result in a
gain of about $13 mllllon for New Iersey 1n that same year. This appendlx
gives the details of the estimated gains to _be expected fromv- a'doption of theee

recommendations.

I. Federal Sharmg in State Supplementa.ry Beneflts for the Worklng bPoor
Accordmg to thlS recommendatlon the federal govemment would reim-
| burse states‘ for 30% of the'cosjit of Stat_e supplementary beneflts«for the Wo_rkln_g '
‘poor. The Bureau of' Business Servtc'es (Division of Publio“’\/‘\[elfare)‘ projects |
_totaI aesi'stance _expenditur:eaf for thie categorv of $34.,6 million 'invfis.cal_ 1972.
As stated previously m Appendii,x I, FAP berIefits for thie'group are expected_ to.
amount to approx1mately $§7 m11I1on. Th.us, :etate supplementary ben‘efits would
be about $27 6 mrlhon. Smce the recommehdat‘ion would have the federal

' government relmburse New Iersey for 30% of that amount savmgs to the state

:'would amount to approx1mately $8 3 mllhon. o
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II. Treatment of Non-employment Income of Clients

Under the existing House legislation, non-employment income of clients’
is credited against federal minimum 'bene‘fits first, and must réduce the federal
share entirely before decreasing the state contributién to the fami-iy. According
to the.Task Force recommendation,r non—employment income would be proportionately
credited against state supplementary benefits as well as against basic -(federal)\
Family Assistance benefits.

In Appendix I, the fiscal impact of the Family Assistance Program on
welfare expenditures in New Jersey was calculated by crediting 80% of het
family income against FAP benefits. The 80% figure represents a weighted
average of net employment income plué non-em‘ployment income to be deducted
from FAP benefits.

In determining the‘ additional impact of the Task Force recommendation,
it is necessary to separate employment income from non—employmen’; income.
Seventy-five percent of employment income is credited against FAP benefits
because the federal government deducts 50% from client earnings while the
State deducts only 17% (between $720 and the federal break-even point).
However, under the Task Force recommendation, non-employment incomé is
proportionately credited against federal and state benefits. Gross FAP benefits
are calculated as a proportion of total "budgetable" family income, which
' represents the sum of bénefits plus other net income available to the family.
The remainder of the calculation follows the procedufes used in Appendix I.

Thus, the impact of this recommendation on New Jersey welfare expendi-
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tures in the AFDC (regular and unemployment segments)» cas,eload on a monthly

basis can be derived as follows:



10.
11.
12.
13.
14.

15.

_45_

AFDC - regular‘segment
S 1
Total monthly assistance payments’

'$73.00 x 370,000 = $27,010,000
Net familjvy income from employment
$ 3,00 x 370,000 - = $ 1,110,000

" “Net family non-employment income (other than assistance payments)

$ 9.50 x 370,000 ' ‘=" § 3,515,000
Total budgetable family income |

- $31,635,000

(1):+ (2) + (3) -
Gross FAP payments
©$33.33 x 370,000 = © $12,332,100

Gross FAP payments ‘as. % of total budgetable family income
"$1 2,332,100/$31,63‘5,000 L= +39.0%
Employment income credited agai‘rist FAP péy'ments .
$‘1i110,000x.'75 o = | $ 832,500
Non—empiloyrr"l'ent income Credi;ced :against FAP payrh-ents

$3,515,000 x .390 = $ 1,370,850

I

Net FAP payments $10,128,750

Total State payments S = $16,881, 250
Fedefal s‘hare‘ofr State payments - o $ 5,064,375
Net state cost = $11,816,875
Net fedei‘al cost o = o $15,193,125
Mon‘thlytsavings for State relative to Hoﬁse bill  $ 1,047,655

Annual savings for State 812,571,860



- 10,

”“11;3

BT
14,

15,

. AFDC - unemployment segment

~ Total monthly as s‘i:;st‘;an'ce' payments - -
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' $63.00§¢24,opo el f§,_'_"“«"=';_,..‘$1,512,000_

‘Net family income friomemploym,fenti ’

$ 4.15 x 24, 000 = s

,$-6.10><z4,ooo"v “.f'll"', - ,::;.» jls

Total budgetable family income

)+ -(2) + (3) o -
1 .
P Gross FAP payments
1$33.33 x 24, ooo = -

(3798, 920,/$1 758 000 ~;} 'f‘-'ﬂj¥=7‘

Employme nt 1ncome credlted agamst I-‘AP payments .

s1, 110 000 x 75 - S 1

99, 600

Net- famlly non-employment 1ncome (other than assistance payments) ,

146,400

~.'$1,758,000

799 920

Gross FAP payments as % of total budgetable famlly income

i '45.5%

74,700

Non—employment vlncome:credltedqi against,PAP‘payments -

$14e 100x.455 o=

$
INetFAP‘Payments :i f s
VvTotal State Payments $

'Pederal Share of State Payments T | S

E i“

: :Net State Cost ’ | SR | $

|
“

.‘ Net Federal Cost R o $

. Monthly Sav1ngs to State Relatlve to House B111>_, ST $

’166,512‘
658,608 -
7?853,392
256,017

597,374

914,625

38,842

| ‘Annual Sav1ngs for State ‘:"-f: . _ L S $ 466,105
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SUMMARY OF SAVINGS TO NEW IERSEY FROM ENACTMENT OF
TASK FORCE RECOMMENDATIONS

Pederal Sharmg in State supplementary benef1ts for the _
worklng poor - S e T S 8 3 m1111on

Prop?ortl'o.nate ’cred_iting of ‘client non-employment
income against state supplementary benefits A .
- as well as basic (federal) FAP benefits =~ $13.1 million
S - AFDC - regular segment $12.6m
‘, AFDC - unemployment segment
R RPN $ 0.5m

TOTAL - . $21.4 million




APPENDIX 11 EFFECT OF INCENTIVE SCHEDUIES ON
~ DISPOSABLE INCOME OF RECIPIENTS

 Under the House ’1‘e¢f‘i’slgt;c;f; a f;m.ﬁg;’;va;ﬁa b p-;;ng'it;e'a to retain the
first- $60 plus one-thlrd of gross employment 1ncome up to the federal break— :
, even pomt plus one—flfth“oflemvployment>1ncome aboyv‘e that polnt After |
jdeductlon of 8001a1 Securltv and income taxes however thls 1ncent1ve
schedule actnally results in no:‘mcenttve“at all abov.e the federal break even
' point, as 1s shoWn in Ta‘ble‘I%j.“ | | | |
‘The:_ 'Tas:]‘< "E‘orce_’recommerllds that th'e one'-“third'-earn’i_ngs e}éemptio_nbe “
'v extendedtoapply to allearned vvin‘co"me upto t:he:‘st'ate break—even pomt | "abOVe
whlch the famlly would not be e11g1b1e to recelve any beneflts. Table 1T shows '
the effect of thlls recommendatlon -—a moderate but con31stent net 1ncent1ve to
work. S . .} - | ' |
| Graph I compares the 1mpact on a famlly s- dlsposable 1ncome of the‘ al- V

N ternatwe 1ncent1ve ,sch'edu‘les. The dlsposable 1ncome under the Task Force s

recommended incentive "continues to 1c11mb’. :

(I
i

ok Th1s analys1s is. based onf tax w1thhold1ng schedules effectlve ]an. 1, 1970.
. On: Iuly 1, 1970 a new schedule pursuant to the Tax: Reform Act of 1969 will go
into effect, and a "low- 1ncome allowance" will ‘slightly alter the margmal tax
 rate for low income persons. However this change will not be large enough to -
,31gn1f1cant1y modify the w1thhold1ng rates shown in Tables One and Two, and the.
‘basi ic dlS incentive w111 remam. SRS foLe :
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TABLE ONE: Impact of H. R. 16311 on Disposable Income
_of Family Receiving FAP Benefits (1)

Kept Under Soc. Security S Net Family
Gross Pay FAP at Present Tax at 4.8%  Income Tax =  Earned Income
$ 60/mo. 60 - 2.88 . -0 = 57.12
150 90 - 7.20 - 0 = 82.80
240 120 -11.52 - 0 = 108.48
300 140 - '=14.,40 -~ 1.80 = - 123,80
326.66 (2) 148.88 -15.68 - 6.80 = 126.40
400,00 163.55 -19.20 -24.80 = 119,55
420.00 167.55 -20.16 -28.00 = 119.39
500.00 183.55 -24,00 -40.80 = 118.75
525.75 (3) 188.70 | -25.24 -44,00 = . - 119.46

(1) Family with four exemptions, married head; retain of gross monthly earnings
$60 + 1/3 (to $3920) + 1/5 ($3920-$6309)

(2) Federal break-even poiht (83920)

(3) State break-even point ($6309)



TABLE TWO Impact, of Recommended Incentlve on Dlsposable
‘ - Income of Famlly Rece1v1ng PAP Benef1ts (1)

- 3 Kept Under Soc. Securltv g R | o
Gross Pay - FAP at $60 + 1/3 ,'Iax at 4 8/0 ‘ Incom‘e Tax Y=t Ne’t Far‘n‘iul‘y Income:

60/mo. 60 - 1-2.88 I‘V,]f ~0 o= os7.12

150 90 -7.20 -0 - ez.s0
240 S0 -11.52 ff -0 | '=e - 108.48
300 w0 14.40   ;'1efﬁid80 e =']r:*123.80-
326.66 (2) 148.88’ ;"12415.68- A 6.80°  ,} = . 126.40
£00.00 173.33 o galg.zo f ? : f24}éo'   - S 129;33 f
,420.00‘ P kl80; | f‘ -“i%20;16_‘ ?'e_;;zs.bo' o= 131,84
500,00 . 206.66 j~ﬁ-z4,ooirbvg ,.;f4b.8o; = 141.86
»}52’5‘.75:.(3) ; 21525 25.24 4400 | | zxi i 1AR. B

565.55 (4) 228,51 -27.15  -50.40 = 150.96

.,(1_) Family with four exemptlons marrled head retam $60 + 1/3 of gross monthly
v earmngs ‘ Do o L :

(2) . Pederal break-even pomt ($3920)
(3)  State break-even pomt in H R 16311 ($63209)  -

' (4) - New State _break’—even point ($6786) oo
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GRAPH ONE::' Net Earned Income of Recipient Families Under

- Provisions of H, Ry 1 6311 Compared With Re'comm:ended.

j Provision

GRAPH ONE Net Earned Income of ReCJlent Fam111es Under :
- Provisions of H R. 16311 Compared With Recommended Prov1s1on

150
_”1251 P8 E
100
NET . .
EARNED ~

INCOME

75
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"BREAK EVEN PT "

MODIEIED INCENTIVE

IH .R. 16311 INCENTIVE|

"BREAK- EVEN PT." | .. % “BREAK-EVEN PT."

N | H.R. 16311 STATE "MODIFIED STATE

18‘0“ 200 4,80 o vséo o o
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Dear Governor Cavh'izllz

~ On June 9th, this Task Force submlttod to you a Special Report on
The Impact of Proposed Federal Welfare Legislation on New Jersey. Shortly
after transmittal of the Special Report, President leou proposed four major
revisions to the pending legislation [H.R. 16311]. Only one of our six
recommendations -- to liberalize earnings exemptions for recipients -- was
included in the group of proposed amendments. - The remaining five recommenda-
tions would still be relevant to the House legislation if it is modified m
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The attach ed Supplementary Report gives a brief factual summary of the
amendments suggested by President leon.
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SUPPLEMENTARY REPORT

TO GOVERNOR WILLIAM T. CAHILL

ADDENDUM TO SPECIAL REPORT ON
THE IMPACT OF PROPOSED FEDERAL WELFARE
LEGISIATION ON NEW JERSEY

Recently Proposed Amendments to Pending
Federal Welfare Legislation



“On Iuné 9, A'1‘9,7O,' :‘th'i‘s‘-'-I‘ask 'Fo‘rce‘ subimitted té Géver_nbr ‘C-g’hill‘ a
Special Repoft' on: the I-mpaci:tv of PrOIIQOSéVd»Ped‘e.x‘*at[i Weifé;eiééisvlat'ion on.
New Iefsey_. The ‘Speci'al R‘iepért»outl'in‘e:d'th‘e prdvis iohs} Qf‘ legi'slatio'r‘l
which had beven_’enacted by%tl;le Hous.e o‘f Re‘preseintatvivves [H .‘R. 16311] p
asses_éed its, pot,ential“im.pa%ct'on .New T§rsey, ‘an}d‘ pr.'oposed[recommenda— '
tiohs for modification of the; legi‘sllatic.miin thé .Sénafe. Short‘ly. after release -
of thatv.Special .Repoft, the Nixon' Administration s'ubmittéd to the Senate
P_‘iﬁan’ce Committee -— afvthé'Commiftee'sv’r’e'qhes't —.-}a‘group of svugg,esited

amendments to the Hous'e: Legislation. - This Supplementary Repoft summarizes

i
1

those suggested amendments which affect the substance of the welfare reform

législatibn and briéfly as"se'vss‘es 'their"-pqtentival impact on Név’v ]ersey.
Four 'subs_tahtivé "revis;vi:on‘s‘ ofHR 163,'11 vh\av'e b'een bpro-po..ée'd by the
Administratvi-on: | ; | | |
. _1) ’ :Pro‘vié ion fdr ‘stavt}je supbkle»me:ﬁta.ry_-‘b‘eﬁe‘fits for the ‘\.u‘nevrh'ployed‘ e
would be eliminéte’d', s | |
2)  Earnings evxempvtiio%n.vs- féf fevc{pilent.;sy of Fév_lr“nily‘ Assistance 1t.)enefits
would bé incr_eased. o ' ‘ |
3) Federal' administration bf’Genjeral As‘fsistanée proérams would be
authorized under cer'tain‘ co_né:litioﬁ_s. |
4) Social serviées now ‘pro{z ided under the Varioﬁé fékderal‘ly—’asisiste'df
'jwelffc‘-lr‘e catégoriés_wbuld be"é'c:;)r"ls,ollidate_a{' inté-a s;hgle compre.l'ler‘l‘si\'/‘e prégr‘am

- focussed on a’ll persons livi_ﬁﬁg in p:ovérty‘.

1) _Elimination of Stafe Supplém'e.rfv"cafy Benefits for the Unemployed -

. 54



H. R 16311 prov1des for payme.nt of federal bas1c benef1ts-of $1600 per year
to four- person fam1l1es with unemployed parents.A In addltlon those forty—
two states Vw1th hlgher-AFD‘(‘_‘lmbeneflts would be requlred to supplement these |
basic federal benefits‘ to the leyel.of their‘current AFDC standards . These
) state supplementary benef1ts would be matched at the rate of 30% by the
federal government. | The purpose of th1s prov1310n in the House blll is to '
ensure comparable levels ‘of beneflts ‘among.female-headed fam111es‘ and‘ | o
families 'headed. b‘y anv unemployed v'f‘ather. éomparability would remoye the -
financial pressure on".the ‘father to .des'ert‘ h1s fam'ily when h.e ‘_loses.»h‘is job. :
The Adminls‘trat'ion: prOpos es that-‘ pro.vls ion for state supplementary |
benef1ts for the unemployed be remoyed States would not be requlred to pay :
supplementary benef1ts to famlllesvw1th unemployed waoe earners and they v
would not recelve federal matchlng payments if they chose to do 1o voluntar1ly. H
Provided that ‘l\Iew”Iersey continues supplementarypayments to. the unemployed
el1m1nat1on of prows1on forﬂ30% federal match1ng payments would reduce th1s
State .s f1scal d1v1dend from the new leg1slat10n by $1 4 mllllon in the f1rst ‘

year of tmplementation. ,

7 2) | Earnmgs Exempt-ions | The Admlnlstratmn /suggests that earnmgs exemp— E
tions for rectp1ents of Famlly Asmstance Program (FAP) benef1ts be l1berallzed |
in two respects.j. F'Lrst, earned income of rec 1p1_ent,s would .be defined as
earnings 'net of f;ederal income. taxand employee ‘soc:i‘al security vpaym e_nts‘

- rather than gross ‘ear.nings'. Second‘, comblned f‘ederal and .s.tate benet'its would |

be reduced by two-thirds of net income fromemployment, ~ Under the House legis-
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latlon, such combmed beneflts are reduced by two—thlrds up to the federal
"break even pomt" ‘($39 20 for a fam11y of four) after wh LCh they are reduced
by four-flfths Th1s proposed change accords w1th the Task Force s s thh

recommendatlon in our Spec1al Report -= except that our recommendatlon would

‘have the earnings exemptio'n calculated on gross‘; rather 'than net 1ncome..

3) Adminis’tration o'f: ‘General AssiStance : The'House le'gls lation gives

i

states an opt1on -— along w1th fmanmal 1ncent1ves '—— to delegate adm1n1stra—
| tion of FAP benef1ts and Ald to the Aged Bllnd and D1sabled to the federal

' government The Adm1n1strat10n s suggested amendments offer states the

v _,add1t10na1 opt1on of delegatmg admmlstratlon of General Asmstance to the -

I
'1_4

i

!

oo

federal government 1f it has already S0 delegated respons 1b111ty for the federally-

as31sted categortes. Th1s would perm1t.a11 ass lstance payments in a g1ven , '

state to be d1sbursed by a smgle agency. _

4) A New Program of 8001a1 Serv1ces H R. 16311 would leave 1ntact

the present programs of soc1a1 serV1ces to publlc welfare cllents. The
, Adminis.tration pro_‘poses a new Titl‘e XX to the Social Security Act which would
provide for a new,consolidated service's’iprogram . called "individual and family '

serv'ices. e These serv1ces are deflned to 1nclude the full range of fam1ly and -
ch1ld welfare serv1ces, serv1ces 1n support of manpower tra1n1ng and employ—

'ment programs foster care and adoptlon serV1ces, self care and protectlve
servlces ,for adults, and t‘emporary eme“rg-ency assistance (both 'cash and v
emergency services), |

~ This program of individual and family services would be made available

i

-
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without charge to all persons below the pov.ertlyblir‘l‘e, :no't‘ j‘ust recipv-ients of
public assistance payments. The services could also be made availa.ble on
an ability-to-pay basis to those pefsbné abbvé the‘ pove'rtyv line.

In order to be eligible to participate in the feder:a‘lly—assis‘ted program,
the Governor of each state must aivide his entire state into s'ervicbe areas. He
must then designate a "prime sponsor" to administer the service program in
each service area. This prime sponsor may be either a state agency or a
local governmenta‘l unit. However, in any city With population of 250,000
or more, a "self—designation"' optiqn is available under which the chief elected '
official may éhoose to designate that city as a service area and designate a
local prime sponsor of his choice to administer the program. A separate Govern-
ment Assistance Program would be established to providé aid to Governors and
local chief executives "to strengthen the capacity of their offices to plan,
manage, and evaluate health, education and welfare programs on an effectively
coordinated basis." The Governor of each state would be authorized to submit
a single consolidated plan including his program of individual and family services
and any one or more of his state's healfh, education, and welfare programs (ex-
cluding Medicaid and public assistance). Under such a consolidated plan, the
Governor would be permitted to transfer among programs up to 20 percent of the
federal assistance available for one such program.

5) Other Changes Many technical changes have been proposed for

H.R. 16311, but they would not affect the basic substance.
Far-reaching changes have been outlined for programs complementary to
the Family Assistance Program:

a) The Medicaid program would be replaced by a contributory health
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insurance'progr.am for tf}e ppor; :

b) The food stamp program would beﬂ_revised so th‘atv it wo,uld,»nllesh
more closely with Family Assistance benefits;

c) The rent ‘strt;lcture for public hqus ihg_ would be c‘habnged} to avoid

"sudden-death" termination of benefits as tenant income increases.

Details of the changes proposed for food stamps and Medicaid will be submitted
to Congress next year.. Modifications advocated for public housing programs
have already been submitted. None of ‘the Chang'es prdposed for the comple-
mentary programs would affect the core FAP legislation '[H.R, 16311] analyzed

in the Task Force's recent Special Report.
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