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WORK AND POVERTY: THE SPECIAL PROBLEMS
OF THE WORKING POOR

THURSDAY, DECEMBER 12, 1985

HoUSE OF REPRESENTATIVES,
EMPLOYMENT AND HOUSING SUBCOMMITTEE
OF THE COMMITTEE ON GOVERNMENT OPERATIONS,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:40 a.m., in room
2247, Rayburn House Office Building, Hon. Barney Frank (chair-
man of the subcommittee) presiding.

Present: Representatives Barney Frank, Sander M. Levin, Major
R. Owens, Matthew G. Martinez, ﬁoward C. Nielson, Jim Lightfoot,
and Beau Boulter.

Also present: Stuart E. Weisberg, staff director and counsel; Isa-
bella Cummins, counsel; Bill Zavarello, staff investigator; June
Saxton, clerk; and Ken Salaets, minority professional staff, Com-
mittee on Government Operations.

OPENING STATEMENT OF CHAIRMAN FRANK

Mr. Frank. The hearing of the Employment and Housing Sub-
c::lnmittee of the Government Operations Committee will come to
order.

I apologize for the delay, but when we set this hearing date, we
didn’t realize it would be one of the busiest days of the legislative
session. Many of the members are at other meetings, caucuses, et
cetera, dealing with the last days’ business.

This is a somewhat different hearing than the norm for this sub-
committee and perhape for other subcommittees, but it is well
within our oversight function. The subject of employment in gener-
al and Sf,;eciﬁcally the programs of the Labor Department are part
of our charge, and one of the serious public nolicy issues that we
have been dealing with in our society for some time is the problem
of the working poor.

The Labor Department has a good part of the Federal responsi-
bility in dealing with this issue. ft obviously also has some implica-
tions for the Department of Housing and {eran Development, al-
though we won'’t be explicitly addressing those today. But til‘xestions
of unemployment compensation and how it should gest be handled,
job training, minimum wage, the statistics gxlathering of the Bureau
of Labor Statistics—all of those are very directly relevant to our
mission in terms of supervision of the Department of Labor.

It seems to me from time to time that we ought to be looking at
the policy implications of some of what we do; that is, we often are
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looking at what the agencies we supervise do, but sometimes we
look at what they don’t do.

More recently, at the request of the gentleman from Iowa, who is
with us, we had a hearing in Iowa, which I think all of us found
very useful, to look at an area where not much was happening, the
question of use of the Job Training Partnership Act for the agricul-
tural sector.

That was very useful, and I think that this kind of looking at
problems that may not be directly addressed right now but that
comes within the jurisdiction of the agencies that we are charged
with supervising is useful.

So that is what we will be dealing with today. The Office of Man-
agement and Budget declined to come today. We hope in the future
that there will be administration witnesses as well as a wide range
of opinion in a variety of areas. We do have eome communications
from the Bureau of Labor Statistics, which quite graciously re-
sponded to some statistical questions that we had.

Would anybody want to make an opening statement?

Mr. LigaTrooT. Mr. Chairman, I would just add to your remarks
that I think one of the things that we identified and apparently are
going to address today is the method of gathering statistics to iden-
tify who the working poor are. In our particular part of the coun-
try, which is basically agricultural, where people have never been
on a payroll of any kind, it is extremely difficult to determine
those that are unemployed or underemployed. That is something
that we need to address, and I appreciate your cooperation.

Mr. Frank. I thank the gentleman. He reminds me that that
came up when we had our hearing, that part of the problem in
terms of eligibility that could be there with some people; for in-
stance, the female member of a farm couple would be listed as
never having worked—that being preposterous for anybody that
knows what the life of a woman like that is like. In some of the
cases, being considered as not having worked, she wouldn’t have
eligibility.

That whole area may be the subject of a hearing that we might
want to have in terms of the equity in that regard. And I thank
the gentleman.

Mr. LigHTrROOT. Thank you, Mr. Chairman. I appreciate your
commenta.

Mr. FRANK. Any other comments? If not, we will proceed with
our first witness.

Mr. Peter Gottschalk, from the Institute for Reseaich on Pover-
ty. Mr. Gottschalk is an associate professor of economics at Bow-
dein College.

Thank you very much for joining us.

Let me say this hearing had to be rescheduled. We had scheduled
it before for a day when it looked like it would be difficult to get
enough members available. There were always conflicting prob-
lems. As I said, today we have more competition than we had an-
ticipated. But we do try to comply with the general spirit and have
this as convenient for metnbers as possible.

Please proceed, Mr. Gottschalk.

o



3

STATEMENT OF PETER GOTTSCHALK, ASSOCIATE PROFESSOR
OF ECONOMICS, BOWDOIN COLLEGE, AND RESEARCH AFFILI-
ATE, INSTITUTE FOR RESEARCH ON POVERTY, ACCOMPANIED
BY SHELDON DANZIGER

Mr. GorrscuaLk. Thank you. Let me start by thanking you for
inviting Sheldon Danziger and I to give testimony on the working
poor, a group which is neglected in much of the discussion about
the poor.

Our feeling is that, in addition to being neglected, that there are
a lot of misconceptions out there. One of those misconceptions is
that many or most of the poor could work but don’t work. Our tes-
timony is built around answering the question, ‘‘Is it true that the
poor could work but don’t work?’

We focus specifically on people we would expect to work. I think
it’s important in looking at the working poor to first of all rule out
those people who are disabled, elderly, full-time students, or female
household heads with children under 6. Those people, we don’t
expect to work. We shouldn’t expect that either programs or mac-
roeconomic conditions would have a large impact on them. So the
first distinction is that we will focus on those expected to work.

The second distinction we make is that we classify people in two
wag:. One is whether they have low earnings or not; and what we
define—low earnings throughout our testimony is defined as
whether a person working full time could support a family of four
above the poverty line. So the question is, “If you work full time,
could you keep a family of four over the poverty line?” Whether
the family itself is poor depends on family size and other forme of
income.

Obviously, I would like to have the written testimony inserted in
the record.

Mr. FRANK. Without objection, it will be so ordered.

Mr. GorrscHALK. | am going to try to use as few figures as possi-
ble. I find that it’s hard to get people to focus on specific numbers.
I am going to try to summarize the points.

But in order to get us thinking in sort of the structure of the ar-
gument, I would ask you to turn to page 3, which has the basic
charts. This will make the distinctions around which our testimony
is organized.

This is chart 1. It simply breaks down the fact that there were 93
million households, and it breaks them down according to the spec-
ified categories. Right away you get a feeling for the dimensions of
the problem.

Of the 93 million households, 65 million were expected to work,
by our definition. They’re basically able-bodied, families without
children under 6. Of those 65 million, a full 17 million had low
earnings. That means that roughly a quarter of households expect-
ed to work had earnings which would not have supported a family
of four over the poverty line. That’s an important number, it scems
to me.

Of those 17 million, many of them escaped poverty. Why? Be-
cause they had other forms of income: Their wives went to work,
they had nonearned income, or they had family size smaller than
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four. And so that leaves you 6 million, roughly 6 million people
who were expected to work who were also pcor.

So you get a picture, first of all, of the breakdowns that you're

ing: A family which has low earnings, it’s a different concept
than whether they are poor or not. And that’s a key ditrerence.
When you sort of take this chart and say, “What does it show,” it
shows tnat 10 percent of the heads expected to work were poor.
Ten percent of the heads who were expected to work were poor.
Nevertheless, around half of all poor households had a head who
was expected to work.

The policy conclusion from that simple fact, it seems to me, is
that the working poor is an important up upon which one
should ffocus lpolxcies. However,d one shouldn’t ignoxl"e gmtl é)thler
group of people who are poor and not expected to work: the elderly,
and disabled, and families with children under 6.

So our testimony is going to focus on this roughly half of the pov-
erty population which has serious problems, and what we’re going
to try to do is to describe what they look like and what are the
causer of their poverty.

Now, that’s the last tine I am going to refer to a chari. I can
give you numbers, but the numbers are in the tables.

Just as in the Wgerty population in general, the majority of the

poor are white. en peop‘l’e go around with the notion that the
poverty problem or solutions to the poverty problems are solely the
domain of the black and minority communities, that’s simply
wrong.
I come from the State of Maine. I can assure you that there are a
lot of low-income whites. They have exactly the same problems as
low-income minorities. However, minorities are disproportionately
poor.

For every two whites who are poor, there is one minority who is
poor. So they are overrepresented. So poverty is mere prevalent
among minorities, but the largest group of poor people who are ex-

to work—and that’s who I am talking about—are white. So I
think it's important, in building coalitions, to be sure that people
understand that this is not a black problem, it’s a problem which
faces all of society. That’s the first major finding.

The second major——

Mr. FrANK. I wonder if I could ask this. The black-white or the
white-to-minority ratio, is that essentiallﬂ the same? I know you're
focusing primarily, at our request, on those expected to work be-
cause that is really where our jurisdiction is. But is that white-to-
minority ratio roughly similar to those expected to work and those
not expected to work?

Mr. GorrscHALKR. Roughly similar. You know, no large enough
difference that it would make any substantial difference.

Next let’s look at those expected to work. Do they work? That’s
an important question, because now I am talking about those ex-

to work who end up being poor. One-third of those people
are working full year. So we have a third of those expected to work
who are working full year and are still poor. For those people,
clearly you have to think about ways of raising their wages. These
people are working full time, they’re working full year, and yet are
poor.
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Of the other two-thirds, half of those, or a third of all people ex-
pected to work, work part year. They have attachment to the labor
force. The notion that there are a lot of people out there who are
poor who could work and have no attachment to the labor force is
simply wrong. It turns out that a third, only a third, of those ex-
pecteg to work don’t work at all.

Now, those may not work, for a variety of reasons, and I think
it's a serious problem why they don’t work. But one shouldn’t
overblow it. In the same way that we shouldn’t view the poverty
problem as a black problem, we should also not view the problem
of poverty as a bunch of people who don’t want to work and who
don’t work, in fact.

The third major finding is that the incidence of low earnings has
been increasing over time, and that is something which those of us
in the research community have been following now for a long
period. It’s important to make a distinction which is often not
made in the press. There is the statement which one hears often
that, “A rising tide lifts all boats,” coined by President Kennedy.
Unfortunately, it's not true.

I want to make an important distinction because the arguments
get muddled if you don’t make the distinction. Our research
shows—I think, conclusively--that secular economic growth—that
is, long-term growth—does very, very little for the poor. It does
very lailttle for the working poor. It does very little for the poor in
general. :

That’s not to say that foing in and out of recessions isn’t terribly
important for the poor. If you go into a recession, you're going to
find a dramatic increase in the number of poor people, a dramatic
increase in those expected to work who do become poor. And get-
ting yourself out of that recession is tremendously important. And
there is no argument about that.

Nevertheless, when people say, “What we're going to do is to
stimulate this economy end we’re going to get ourselves on a fast
ﬂowth path,” there is no ev.dence that that will reduce poverty.

t's try to keep that distinction clear.

The fourth conclusion which comes out of this testimony is that
the safety net has serious holes in it, and basically for the working
poor. Two-thirds of all poor male-headed households expected to
work who were poor receive no transfers—receive no transfers. A
third of the females receive no transfers. This is the group which
American society has decided thet they can sink or swim. By and
largq, these folks don’t get transfers, and it shows in their low
earnings.

Mr. E%ANK By tranfers, you mean transfer payments.

Mr. GorrscHALK. Transfer payments. Sure. Thank you. Sure.
Welf:re payments, transfer payments, income-conditioned pay-
ments.

Mr. FraNk. Would that include unemployment compensation
or——

Mr. GOrrscHALE. Our numbers include only payments which
de&end on your income.

r. FRANK. They might get unemployment compensation then.

Mr. GorrscHALK. The fifth finding is that the tax burden on the
working poor has increased dramatically. Now, I understand that
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someone else will cover this in depth. But given the issues faced by
the House yesterday, and hopefully today and tomorrow, this turns
out to be one of the key issues which the House couli, ir. fact—
hopefully, still can—rectify.

We have a table showing that the tax burden among the working
poor has gone up substantially. And frankly, my reading of what
American society is willing to dv indicates that they’re much more
willing to cut the taxes on the working poor rather than increase
transfers. And so therefore, just simply on the political grounds, I
think that one needs to consider the question of tax reform.

Well, those are sort of the basic findings, and if you are tremen-
dously interested in numbers, you can dig through the report. The
numbers are there.

What should be done once we sort of understand what'’s going
on? I have three suggestions. The first is, in looking over Gramm-
Rudmran, be exceedingly careful that you don’t pass a piece of legis-
lation which is going to put this economy into a recession.

Mr. FRANK. It's too late for that one. [Laughter.]

Mr. GorrscHALK. Going into a recession is the worst thing that
can happen to low-income people. Even if you managed to save
some of the programs, if you go into a recession, the working poor
are going to be hurt tremendously.

The second program is to cut taxes for the working poor. Again,
it’s legislation which a week ago one thought was going through.
Now it doesr’t look like it. Nevertheless that would be a beneficial
piece of legislation.

The third piece of legislation which we had started advocating—
and we’re not always terribly popular for doing it—are programs
which are called workfare, which had a very bad reputation.

Our contentior: is that workfare is seriously lacking for only one
reason, basically, and that is it does not ullow a person te work as
much as they wanted. Suppose that we had a program which said,
“Hey, you've got kids over 6. We expect you to work. You can go,
and here’s this job. And we’re going to expect you to earn your wel-
fare benefits.” That’s what workfare currently says; you must work
for your welfare benefits. But the moment you have earned your
full welfare benefit, you are thrown off of workfare. You cannot
work more,

It is ironic to me that we have a program which says, “You must
work, but you can’t work more than x hours.” If you just simply
made a very small change in the way that workfare operates,
which is to say, “Yes, you have a child over 6. You must work for
your benefits. Fine. But you may work more than those benefits.”

In conclusion, when you look at the evidence, most welfare moth-
ers want to work. Staying at home with the kid is not a great life,
especially when you have very low income. The problem is that it
is not easy to find jobs, and it becomes part of Government’s re-
sponsibility, if they are going to force that mother to work to earn
hl(:r benefit, it seems to me, to offer the opportunity to work beyond
that.

Thank you.

[The prepared statement of Mr. Gottschalk follows:]

10
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Work, Poverty, and the Working Poor

Our testimony describes changes from 1967 to 1984 in the economic
circumstances of households headed by persons who are “expected to work.”
Our results cast doubt on the popular perception that most of these

households are poor because their heads, though capable of doing so, do

not work.!
We shov that:

e Poverty for all households in 1984 {s somevhat beloy the rate for
1967 and at about the same level as it was {n 1972.¢ Large changes
! have occurred, however, i{n the labor market characteristics of the

poor during the period.

'

® A majority of the' heads of [oor households are not expected to
work becsuse they are either over 65 years gf age, disabled, stu
dents or women with children under six years of age.

® About a quarter of all househol‘d heads expected to work have low
weekly earnings. Most of thei{r households nevertheless escape

paoverty.

® Among the remaining poor households with an able-bodi{ed head, most
have substantial labor market attachment. About half of all poor

able-bodied mothers vhose youngest child is over six work at scme
point during the year, as compared to about 80 percent of mem who

head poor households with children.
@ Despite this work effort, they remain poor because of low annual
earuings, wvhich reflect both low weekly earnings and less than

full-year work. And most of these households would remsin poor
even if their heal: worked full year at their current weekly

earnings rate.
Although the abdle-bodied poor are mot a majority of the poor, ve
argue that their economic circumstances warrant special public policy
consideration. We conclude by discussing several labor market interven-

tions that could both supplement earnings and provide work.

L<
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Definitions of Poverty and Low Earnings

Since ve are primarily interasted in ths labor market experience of
houaeholds with an sble-bodied head, ue classify household heads who are
over 65, disabled, full-time atudeats, or women with children under 6 as
not expeacted to work. While child care responsibilities may complicate
parket work for single-pareat households with s child over 6, ve
aevartheless classify such persoans as expected to work becsuse this is
consisteat with existing uvelfsre policies.

In this testimony we distinguish between poor hovseholds and house—
hold heads who have low weekly earnings. A household is poor if its cash
{ncome of all types snd from all household members falls below the offi-

cisl poverty line for s household of its size. We define “low earners”

as household heads with weekly urigmgs beloy $204° per week in 1984
dollars. Such persoas could not earn t.e poverty-line income for e,
family of four even if they worked 52 ueeks a year at that weekly wage.3

Bouseholds hesded by low earners are not necessarily poor. Whether

or not the household is poor depends on the household's own poverty line

and its total cash income. Similerly, poor households do not necessarily

have heads with low veekly earnings.*

Chart 1 {llustrates these distinctions. In 1984 there were 93.5
nillion households in the United States. 0f these, 65.3 million had s
head vhom e classify as expected to work. Among this group of house-
holds, 17.0 miliion had low earaings. Not all of them were poor.
Because of smaller family size or other sources of household i{ncome, 10.9

mi{llion vere able to @&scape poverty. The heads of almest all poor house-

holds in which the head was expected to work had lov veekly esrnings

ERIC 13
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Chart )

Households Classifiad by Whether Head 18 Bxpected to Worl,

Poverty, and Los Earnings of Hend, 1984
(all numbers in millions)

A1l Hlouseholds
93,50

Head !l;el:ted llead Not
to Work Expected
65.33 to Worls

l_ 1 ' .17
Head [laes Not
lead llas Low ) Have Low Weekly
Weekly Eamings Eamings
17.03 48,30
Household Household Household Household lousehold
13 Poor Is Not Poor I8 Poor Is Not Poor Is Poor
6.09 10.94 0.57 a.7n 7.50

14

llousehold
Is Not Poor
20.67
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(6.09 out of 6.66 million), while very few households in which the head

did not have low weekly esrnings wers paor {0.57 out of 48.30 w{llion).

Thus, about 10 percent (6.66 out of 65.33 million) of all households in

which the head was expected to work were poor in 1984,

How Has the Proportion of Poor Household Heads Who Could Work Changed?

Table | showa changes in the {nci{dence of poverty and the composition

of all households and all poor households, classified by the charac-
teristics of the household head, for selected vears from 1967 to 1984.
The poverty rate for all households declined from 17.1 percent ia 1967 to

13.1 perceat {a 1979 and.:hen rose to 15.2 perceat in 1984, a rate that

{s quite close to that of 1972,

The proportion of all household heads expected to work remained at
about 70 percent between 1967 and 1984. Among poor households, the pro-
portion expected to work {ncreased from 37.1 to 47.0 perceat over this
period, primarily because of the rapid decline in the {ncidence of
poverty amorg the elderly.

® Thus over two-thirds of all household heads and a little less than
half of all poor household heads were expected to work in 1984, By

tmplication, at most only half of the poverty population could be
{nducements to supply

affected by increases in the demand for labor,

pore labor and/or requirements to work.

0f Those Expected to Work, How Hany D{d Work?

The data in Table 1 and in Chart 2 show that among all household

heads expected to work in 1984, roughly equal proporticns either did not

15
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Table 1

Characteristics of Household Head, 1967-1984

1967 1972 1979 1984
ALL HOUSEHOLDS 100.0Z 100.02 100.02 100.0%
Head Not Expected to Work 28.7 29.4 30.3 30.1
Elderly 19 3 19.5 19.6 20.0
Female, child under 6 2.9 2.4 2.8 3.1
Stuleat 2.2 2.2 2.4 2.5
Disabled 5.3 5.3 5.5 4.6
Head Expected to Work 71.3 70.6 69.7 69.9
Weeks Worked:
[} 3.9 4.5 4.4 5.9
1 to 47 7.2 9.8 9.8 10.0
48 to 52 60.2 56.4 55.4 54.0
POOR HOUSEHOLDS 100.0 100.0 100.0 100.0
Head Not Expected to Work 62.9 62.5 61.5 53.0
Elderly 40.4 34.7 27.6 20.1
‘Pema’e, child under ¢ 7.0 5.8 12.6 12.8
Student 5.5 6.5 7.7 7.7
Disabled 10.0 11.5 13.6 12.3
Head Expected to Work 37.1 37.5 38.5 47.0
Weeks Worked:
0 8.3 10.. 11.8 15.1
1 to &7 1.8 12.2 14,0 16.8
48 to 52 20.0 5.2 12.9 15.1
Poor Households as
Perceatage of All nouseholds 17.1 15.0 13.1 15.2
Unemployment Rate 3.8 5.6 5.8 7.7

ERIC
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CHART 2

POOR HOUSEHOLDS

1967 WORK CHARACTERISTICS

WEEKS: 48—52 (20.0%)

WEEKS: 1—47 (8.8:%)

NOT E¥PECTED (62.97%)
WEEXS: O (8.3%)

POOR HOUSEHOLDS

1984 WORK CHARACTERISTICS

WEEKS: 4852 (15.1%)

WEEKS: 1—47 (16.8%)
NOT EXPECTED (53.0%)

WEEKS® 0 (15.17%)
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work at all during the year, worked bstueen 1 and 47 weeks, or worked

all-year. This is in contrast to 1967, when more than half of those

expected to work (20.0 out of 37.1 percent) worked full year. A major

cauze of the declfne in full-yesar work uas the doubling of the

unemployment rate between 1967 and 1984.

® The fact that in 1984 about two-thirds of those expected to work did

not work full year indicates that stimulating aggregate employment {is
au important avenue for aantipoverty policy. However, the fact that
the remaining third of the able-bodied poor worked full year suggests

the ueed for microeconomic policies to supplement or increase low

weekly earnings.

.

Are Low Earnings a Common Occurrence Among Those Expec ted to Work?

O

Table 2 shows the incidence of low weekly earaings among household
heads, both male and femsle, who could be expected to work. Between 1967
and 1979, the incidence of low earnings was about 19 percent, but it
{ncreased to 26 percent by 1984. In 1984, about one—fifth of all such
men and almost half of all women had lov weekly earnings. Thus a
!t;bsuntial proportion of household heads could not keep a family of four
out of poverty even if they worked 52 veeks at their curreat weekly earm—
in;s.s

There are major differences in the incidence of and trend in low
earniags among male and femals household heads. The incidence among men
is much lower in ever'y year. However, the incidence increased for nen
and decreased for women, partially reflecting differences in unemploymsent

patterns. Unemploynent rates increased for both men and women, but the

i{increase was much larger for men.

13
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Table 2

Incidence of Low Weekly Earnings Among Household
Heads Expected to Work and
Unemployment Rates, 1957-1984

1967 1972 1979 1984

All Yous~.nolds 19.42 19.12 19.72 26,12

Male head 13.9 14,1 14,4 21.1

Pemale head 53.4 47.8 42.4 449
Unemployment Rates

Men, 20 years

aand over 2.3 4.0 4.2 6.6
Women, 20 years

and over 4.2 5.4 5.7 6.8

ot
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@ That over a quarter of household heads expected to work could not
earn enough to raise & family of four above the poverty line reinfor-

ces the need for policies to enhance earmings.

How do Household Heads with Low Earnings Escape Poverty?

Because the earanings of household heads can be supplemented by other
sources of income and because the poverty thre‘shold depeads on family
size, our measure of low earnings does not necessarily mesn that the
household is poor. As showo in Chart 1, moat poor household heads
expected to work had low weekly earnings (91.4 percent, or 6.09/6.66
aillion), buc most heads with low earnings escaped poverty (64.2 percent,
or 10.94/17.03 million).

Table 3 shows the means by which households headed by those with low

earnings escaped poverty.§ Most were able to do so because the earnings
ol. the head exceeded the household's poverty threshold, implying & house-
hold of fewer than four persons. The next most important source was the
earnings of other household members. Other private income sources and
cash transfers follow in roughly equal importance. The role played by
cash transfers 1is, however, smsll, due to the lack of availability of
cash transfer programs for many of those expected to work and the rela-
tively small average size of benefits for rec-ipienu, as detailed below.’
ThHe last row of Table 3 shows that the perceatage of all households

in the group escaping poverty has increased over time. One of the more

important factors has .:en the iacreased role of cash traasfers.

2V
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Table 3

Sources cf Escape from Poverty for Households Headed by

Persons with Low Weekly Earnings, 1967-1984

1967 1972 1979 1984
1. Family size less than
four persoans 52,52 50.2% 47.72 43,57
2., Earnings of members
other than head 22.1 17.6 i5.3 19.3
3. Private income other
than earnings 6.8 7.7 7.8 9.9
4. Public cash transfers 8.9 10.1 13.4 11.6
S. Some combination of 2-4 9.7 14.4 15.8 15.7
Total sources of escape 100.0 100.0 100.0 100.0
Percentage of all low— !
earnings households
63.3 67.0 64.2

escaping poverty 60.0
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What are the Demorcraphic Characteristics of Poor Households in Which the
Head is Expected to Worx?

| Table 4 shows the demographic and economic character{stics of poor

] households in which the head {s expected to work. As we showed {a Chart

‘ 1, in 1984 only about 10 percent of all households in which the head is
expected to work are poor (6.66/65.33 m{llion). Honetheless, they repre-
seat almost half (6.66/14.16 million) of all poor households.

The top panel of Table 4 furtiner classifles poor household heads
expected to work by sex, race, Hlspanic origin and presence of chi{ldren.
1o 1984, roughly half (51.4 percent) consisted of single {ndividuals or
childless couples. Of the remalning 48 .6 percent with childrea, 27.6
percent were white, 13,2 were aonwhite and 7.3 perceat were Hispaaic.
Thus, while a majority of poor households with children were white,
aonwhites and Hispanics were over:e'presented. .

Between 1967 and 1984, there was a "feminization™ of poor households
with a2 head expected to work—temnle-.headed households with childrea over
six iacreased from 13.4 to 17.7 percent of this group. The trend toward
feminization was more pronounced among all poor households, as the per—
centage of households headed by v';omen with chi{ldren under si{x increased
from 7..0 to 12.8 percent over this period (see Table 1).

® Mi{norities and households headed by women stand to gain dispropor—

tionately from policies to raise earnings aad raduce poverty.

How Important are Covernment Transfers and the Head's Earnings as Iacome
Sources fo d

T Houscholds That Do dot Escape Poverty?

The bottom panel of Table 4 shows the proportion of poor households

with children who received cash transfers, the weeks worked per year by

ERIC
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Table &

Characteristics of Poor Households Headed
by Those Expected to Work, 1967-1984

19672 1972 1979 1984
Demographic Composition
Whice, non~Hispanic
Men with children 29.52 22.9 18.5 19.5
Women with children over § 7.8 7.4 9.0 8.1
Nonuhite, non-Hispanic
Men vith children 11.5 8.5 5.7 6.2
Womea with childrea over 6§ 5.6 6.4 7.7 7.0
Hispanic °
Men with childrea - 4.6 4.3 5.2
Womea with childrea over 6§ - 1.3 2.4 2.6
Households without children 45.6 49.0 52.3 51.4

100.0 100.0 100.0 100.0

iransfer Recipiency and Earuings

Male head vith childreh

% receiving cash traansfers 17.1 ° 20.4 32.3 38.2
Average household transfers® $2,871  $3,33¢ §3,086 $3,260
Z vorking O weeks 7.8 10.6 10.7 17.0
% vorking > 48 veeks 71.8 69.3 52.7 45.6
Average earnings of beadC. $6,650 $5,820 $4,860 $4,484
Female head with children over 6 .
% receiving cash transfers 48.9 62.3 61.9 61.5
Average household transfers® $4,529  $5,425 $4,637  $3,925
X workiang O veeks 55.7 63.6 50.6 50.3
T vorking > 48 ueeks 32.6 25.5 18.3 21.4

Average earnings of head€ $3,531  $3,699 $3,783  $3,818

%In 1967, data sre not available for Hispanics. Both white and
nonwhite categories for this year include Hispanics.

bIn constant 1984 dollars for recipients.
€Ia constant 1984 dollars for heads with earnings.
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the heads, the aversge amounts of household transfers and the earnings of

the hecd, in constant 1984 dollars. Betueen 1967 and 1984, the share of

thosa vho received transfers increased from 17.1 to 38.2 percent for

male-headed households, and from 48.9 to 61.5 percent for households
headed by women. The average transfer asount ({n 1984 dollars) peaked at
$3,336 for males and $5,425 for females in 1972. Between 1972 and 1984,
the average benefit declined suostant{ally for single mothers.

The fact that less than 40 peircent of poor male household heads and
only about 60 percent of all poor *emale household heads received trams—
fers, indicates a substantial gap in the safety net for many poor

childrea.
There was a sharp decrease betwren 1967 and 1984 in the proportioa of

men who headed poor households and worked all year (from 71.8 to 45.6
percent) and a sharp i{ncrease in the proportion of ‘r.hOSe who did not work
at 111. (from 7.8 to 17.0 perceat). This undoubtedly reflects the
{acreased unemploymeat rates, but may alsc reflect increased par—
ticipuiou in transfer px-osx-a::xs.8 For women, the percentage vho did not
work at all diminished somevhat over the period, and the percentage
vorking full year declined considerably (from 32.6 to 21.4 perceat).
Nonetheless, nearly half of the men and about 20 percent of the women
(uith children over six) vho headed poor households worked full year in
1984.

F;:r male household heads who worked, earnings in constant dollars
declined substantially ove;: the period, reflecting both the decline in
work and the increased incidence cf low earnings. None theless, in every

year earnings were much more important te these households than were

IQ\L(:‘ .
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transfers., For female heaads vho worked, earnings in constant dollars
increased somewhat over the period. However, because more female-headed
than male-headed households received transfers and fewer had a working
head, transfers were their most important income source.
® Poor male-—headed households with children can benefit most from
exte.sious, of transfer programs and increased earnings, while female-

headed households can benefit most from {ncreased employment and

transfer benefits.

How Much Do the Working Poor Pay in Taxes?

While some able-bodied heads of poor households receive transfers,

the majority work aand pay taxes. Table 5 shows the amount of taxes that

s family of four at the poverty line (a low ¢arner by our defiaition)
would have paid {n federal income tax and social security tax if he/she
had worked 52 weeks a year and had had no other source of lncc;me.

‘ In 1984 this famlly would have paid $366 {a perconal income tax and
$711 in Soclal Security taxes, or 10.1 perceat of household income. Not
only is this tax burden high in an absolute sense, but {t {s also high {n
comparison to the taxas hnpose;l ot similar poor households i{n earlier
years. Columm 3 shows that even though Soci’al Security taxes steadily
{ncreased between 1965 and 1984, they were offset by reductionms {ia
.ledenl {ncome taxes during the 1970s. The result was a decline {n
effective tax rates (shown ia column %) from 4.4 percent {mn 1965 to a low
of 1.3 percent in 1975. '1‘.h£s stands in sharp contrast to the effective

tax rate on working poor households of 9.6 percent in 1982 and 10.1 per—

cent in 1984,
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Table S

Federal Direct Tax 311l for a Family of Four with
Poverty-Line Earnings, 1965-19842

Poverty Personal Social Total Effective
Line Income Security Tax Federal Tax
Earuings TaxP (Enployee's Share) Tax Rate®
(1) (2) (3) (4) (s)
1965 $ 3,223 $ 31.22 $116.83 $ 148.05 4,42
1969 3,743 104.02 179.66 283.68 7.6
1971 4,137 54.18 215.12 269.30 6.5
"1973 4,540 33.60 265.59 199.19 6.6
19744 5,038 3.32 294.72 298.04 5.9
1975 5,500 =250.00 321.75 71.75 1.3
1977 6,191, -180.90 362.17 181.27 2.9
1978 6,662 _133.80  403.05 269.25 8.0
1980 8,414 -54.00 515.78 461.78 5.5
1932 9,860 285.00 660.62 945.62 9.6
1984 10,609 366.00 710.80 1,076.80 10.1

O

8)pssumes & married couple with Sio childrea not living on a farm; only
one earner per family; all income is from earnings.

PProm 1975 to the present includes the earned income ax credit. A nega-

tive entry represents s refund to the family .

CDefi{ned as total federal tax as a percentage of family income.

dThe Tax Reduction Act of* 1975 rebated $100 of 1974 personal income taxes
to & family at this Iircome level.
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® The tax burden on the poor hias been rising at the same time transfer
benefits have been eroded by inflation and enployment has been
reduced by high unemployment rates. Thus, tax reform provides an

important antipoverty policy for the working poor.

Vhat Should be Done?

We have shown that the heads of poor households who we define as
expected to uork suffer from lov veekly earaings, lack of full-year work,
declining transfers, and a growing tax burden. Thus, antipoverty poli-
cles for the working poor should attempt to increase the amount of work,
supplement earnings, ‘lnd reduce the taxes paid by the vorking poor.

The most effective antipoverty policy would be to lover unemployment
rates o S or 6 perceat. While unemployment rates have come down from
their 1983 pesk, the economy still has vot achieved the uuemplo;'ment
nﬁs that prevailed prior to the most recent recession. Aand bdecause of
reductions in the number of young labor force entrants ia the last five
years, unemployment rates arouad 5 or 6 percent would not produce signi-
ficant inflationary pressures. Lower unemployment rates would create
additional jobs for the enploya-blc poor who work less thaa full year.

Second, the personal income tax should be reformed so that the
vorking poor are not taxed. This can be accomplished by raising the
smndg:d deduction, the persounal exemption and/or the earned iacome tax
credit (EITC). Also, the EITC, vhich currently supplemeats the earnings
of low income Horkers' with children, should be extended to poor childless
couples and single individuals, vho form & large proportion of the

working poor and are ineligible for mcst welfare programs other than food

stamps.
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The Treasury's tax reforu proposal does eliminate the personal income
tax durden on the workinf pc;o: in the year of implerentation by
{ncressing the atanderd deduction, personal exemption and CITC. Howav'r,
the EITC ahould also be indexed to changes in the coasumer price f{ad: x,
a0 that it will not be eroded by inflation as {t was during the late
1970a and early 1980a. Indexation can also partially offset the eroaion
of transfer benefits for the working poor.

Third, a workfare program should be implemented. The work ethic is
a0 pervasive that taxpayers and most recipients prefer work opportunities
for the sble-bodied to velfare. While some workfare programs seek only
to reduce the tumber of recipients, this need not be t ° case. The issue
ahould not be whether eble—bodied persons must earn their income but

rather hov much income they can earn. Under many workfare programs, a

recipient can work only umtil he or she has earned an amount equal to the

welfare bepefit. But if the program allows the recipileat to work full

time, vorkfare becomes s work=—oppor tuni ty program, evea {f the job pro-

videa 5o training.?

While these changes would not eliminate poverty for the working poor,

they would accomplish a signif{cant reduction uithout increasing welfare

dependence.
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Notes

lThroughout this testimony wa use the official reasure of poverty as

defined by the Census Buresu. This wmeasure {s based on cash income and

does mot account for the receipt of in-kind benefits, such as Medicare
and food stamps. Excluaion of these benefits would lower the extent of
poverty in any yesr, but would not alter the trends discussed here. Data
2or valuing in-kind benefits sre svailable only for the years since 1979.

All the data preseated in the tables and charts in this testimoay are
based on computations by the suthors from the March 1968, 1973, 1980 and

198% Curreat Populstion Surveys. Christine Ross and George Slotsve pro—

vided valuable research assistance; Elizabdeth Evanson, editorial
sssfatance.

2Households i{nclude both families and unrelated individuals.

31n 1984, the poverty line for s family of four vas $10,609. Ve
define any household head with weekly um!'.ngs below $204 as 8 low
earuer, regardless of his/her own household size. The poverty line for
every fsmily aize ia fixed in real terms sad varies only because of
changes in the Consumer Price Judex. The same {s true for our low-

earuings threahold. .
Apor example, 1 head of a household of four persons who earms $250

_per week would mot he countad as & lov earner even if she/he worked only

10 weeks last year. If this were the household’s cnly income last year,
the household would be poor. However, she/he would not be classified as
e low earner because her/his hnusehold would escape poverty through full-
year work. Also, consider 8 head of a two—person houschold who earns

$150 per week for SO weeks, or $7,500 per year. We classify this head as

RIC
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a low escrmer, but her/his household 1s not poor because the poverty 1line

for s bio-person household is $6,742.
SNote that if a hesd did not work at all during the year, we consider

him/her ss s low earner, slong with those uhose reported weekly earnings

fell below our threshold.

These results are not sensitive to our defining low earnings as &

function of the poverty Line for 1 family of four persons. We also rede-

fiped the low earnings population as those whose weekly wage was {nsuf-
ficient to keep s family of three out of poverty—that is, “he cut-off

yas lovered to $1°9 from $204 in 1984 dollars. Low earnings lncreased

from 19.4 to 26.1 percent as showa in Table 2; it increased s ~imilar

smount under this definition, from 15.2 to 20.0 perceat. And, just as
the measure used in the text, it rose rapidly for male household heads

sod declined gomevhat for female heads.
6ye classify lou—esrning household hesds vho escape poverty by the

five mutually exclusive categories shown {n Table 3. Escape because of

fanily size indicates that evec though the head's veekly earnings times

32 yeeks vere belou the poverty line for s family of four, they vers

still above the poverty line for his/her own bousehold. Ia other words,
this househnld had fewer than four members. For each of the next three

categories —earnings of other household members, other private income

(uhich includes interest, dividends, reats, private pensions, etc.) and

public cash transfers—wve use the following procedure. First, wve compute

the gap betveen the poverty line and the head's earnings. If the amount

of income from only one of these sources exceeds this gap, the household
was taken out of poverty by this source. The residual category, Some

combination of these thcee sources, includes cases in vhich more than one
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gource exceeded the gap and cases where the gap was filled onlr by the
sum of two or more sources,

Tuhen we récoupute the low earnings cut—off on the basis of a poverty
Jine for s family of three, the lmportance of family size obviously
decresses. Nonetheless, a family size of less then three persons is
sti{ll the largest single source of escape for households whose heads have
iow earnings. The entries for 1984, corresponding to rous 1 through 5 {a
Table 3 are thea 29, 27, 14, 16, ana 19 percent, respectively.

8ye have shoun elsevhere that the increased transfers can account

for, at most, small declines {a work effort over this period. See S.

Danziger snd P, Gottschalk, “The Poverty of Losing Grouad,” Challenge,

May-June 1985.

9Hany studies suggest that employment programs have had little impact
on the subsequent earuings or hours of work of participants. That {s not
the proper criterion, however, for evaluating the employment component of
workfare. Its objective is to reduce current income poverty without

increasing welfare dependency. Amy {acreases in future earnings are an

sdded benefit.
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Mr. Frank. Thank you, Mr. Gottschalk.

I am interested in what you had to say about workfare, and I
think there is a great deal to be said for it. But the State of Massa-
chusetts has been doing some work in that area——

Mr. GOoTTsCHALK. Yes.

Mr. FRANK [continuing.] Where the employment service and the
welfare department have been working together very well, facili-
tated by the fact that the two heads of the two agencies are mar-
ried to each other.

Mr. GorrscHALK. I didn’t realize that.

Mr. Frank. The head of the department of employment security
is married to the welfare commissioner.

Mr. GorrscHALK. You see, we academics are trying to understand
why it works, and I didn’t know that. That’s the explanation. This
iIG a marriage policy which we should certainly enact around the

ation.

Mr. FrRank. That’s one. And it cuts across jurisdiction lines for us
because it’s both the labor department through the DES and the
health and human services department through the wel{are depart-
ment.

But I appreciate your point. Now, as I understand it, you're sug-
gesting that it would be legitimate to say that you must work up to
the point at which you get whatever benefit you're getting and you
may work thereafter?

Mr. GorrscHALK. Right.

Mr. FRANEK. You're not forced beyond that.

What would the day-care implications of that be?

Mr. GorrscHALK. One, I would suggest that the same day-care
provisions which are under the must part be extended to the may

Mr. FraNnk. And it would pay off, in that case.

Mr. GorrscHALK. Yes.

Mr. Frank. Well, I appreciate this. I think you’'ve done some
useful distinction setting. I guess the thrust of what you're saying
is that we have a substantial number of people who are in the ex-
pected-to-work category, many of whom apparently do work and
don’t receive welfare payments or other subsistence payments, who
continue to be poor by our own definitions, and the question is
what do we do to try to get beyond that.

Just one statistical question. We had a kind of stability in the
number of working poor, I guess it was, I am told, 6.5 million or
thereabruts, and in the last few years we’'ve seen an increase. Do
we have any understanding of why that is?

Mr. GorrscHALK. Well, I think that a large part of that is the
recession. The recession was exceedingly deep, as you all know. The
recovery was not even. The fact that we have unemployment rates
of 7 percent today when we claim to be in a recovery is just simply
inconsistent with what we considered expansions to be before. So
we have had a very uneven recovery, which basically has never fil-
tered down to low-income people. And I think that’s the primary
cause.

There were some cuts, some budgetary cuts, which have impact-
ed low-income people as well.

32
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Mr. Frank. I aprreciate that distinction because I think econom-
ic growth obviously is an important good, and 1 would hope we
would all be supportive of it. And I appreciate your distinction that
at least for the people you're talking about, for whatever reason,
whatever problems they've got, whether they’re societal problems
or their own personal problems or, as is probably the case, some
combination of the two in most cases, they're in the kind of posi-
tion where they don’t necessarily benefit from economic growth but
they are clearly the Ig;sl: victims of economic cutbacks.
r. . Right.

Mr. FRANK. So theK are in a position to be hurt by the general
economy more than they are to be helped. And I guess part of what
we have to trythto find are pglllcl:e:h that allow themhtodmore fully
participate in the upswing which they now get on the ownswing.

Mr. (Q:)nscnm (P‘:rtmnl , in this recent recovery, everything is
IWe low-pay, at the bottom. ,

. . But they were still better off than they would have
b?en—ilt's my own sense is that from the st':andpoint of this group
0 ple, a strong economy is a n ut not a sufficient con-
dit?:: for them to be able to do we?fessary

Mr. GorrscHALK. Right.

Mr. FRANK. That we need to have that strong economy, that they
get hurt in a recession, but there is no automaticity that says that
whatever it is that’s causing them problems will solve their eco-
nomic problems.

ou.

Mr. Lightfoot.

Mr. Ligatroor. Thank you, Mr. Chairman.

Again I compliment you on your testimony. I like the way you
summarized and got to the main points. It makes it easy for those
of us who are slow readers to pick up on the points you wanted to

e.
Maybe this is more of a personal hangup than anything else. But
isn't one of the problems tgt we have in geﬁning who the poor are
to some degree a matter of definition?

As an example, New York, Massachusetts, Jowa, Texas repre-
sented here, your State, and when we put in a formula that x
number of do per person, you know, where you've got this line,
it might be an extremely distressed situation in one area when an-
other someone at that same level of income and meeting that same
description could be considerably better off due to 1 conditions,
and that we have a problem when we t? to do something on a na-
tional level of legislating who is poor and who isn’t?

It's a bit of a percepti .. Like, I was raised on a farm, and by
today’s standards, you know, man, we were really poor folks. But
at the time, we didn't think it.

Mr. Gor1scHALK. Sure. Let me first comment on the question of
regional differences in costs. I mean, you know, one can say that in
Maine you can cut your own wood, you can go fishing, and the cost
of livi.n%oin Maine 1s lower than in New York. I mean, there is no
doubt about it, that’s true. Therefore, I think I basically never use
regional or State statistics. I don't think that we can very accurate-
ly say there are twice as many poor in Maine as in Iowa or num-
bers like that.

)
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However, what I am intervsted in, and I think what this commit-
tee should be interested in is the changes in poverty over time.
And if poverty up or down, the lines may be that in Maine the
line is here and the line in Iowa is here, but if we observe more
people going into poverty, that says that things are ﬁttmg worse
and things are getting better when you get lower numbers.

So there is a lot o ent. In fact, directly after this, I am
going to a conference in Williamsburg to talk ut the measure-
ment of poverty and how we should count in-kind transfers. And
we can get into all sorts of ents about whether the poverty
line is right or wrong. I think that that’s a useless debate.

It seems to me that if you fix the line and you watch how many
people move up or down, above that line and below that line, that
tells you something about where the economy is going, and that’s
the onl{lway I think these numbers are useful.

Mr. Licatroor. Are there within the group that we generally
would accept to be classified as poor in the country, are there
groups within that that we see some changes in one way or the
other that you can identify? Is there a specific group that maK be
moving further down maybe than the rest of the group? Are there
anﬂ;ieﬁnitions in that area that you can mention?

. GorrascHALK. Yes. Certainly, over the long term, so if you
look beyond cyclical swings, there is a feminization of poverty.
There i8 no doubt about that, that we are having more and more
females who are poor. However, when you go into a recession,
there is a masculinization of poverty. Obviously, when you go into
a recession, the le in the labor force are the ones who are
going to get hurt. They are predominantly males. So what you
found was that in the 1979 recession and the 1981-82 recession,
that you had a large increase in the proportion of males. Now, as
we come out of that recession slowly, you will find that there is a
glicrease in the proportion >f men. So that's that male-female dis-

inction.

The other one that I think is tremendously important for psople
to understand—when I go around talking to groups, I ask them to
guess whether the elderly have a lower or a higher poverty rate
than the nonelderly? That’s a simple question. If you look at an old
person, are they more or less likely vo be Toor than the nonelderl

Uniformly, people tell me, “The elderly are more likely to
poor than the nonelderly.” That’s wrong. The elderly are less likely
to be poor than the nonelderly. But that wasn’t true in 1967. In
fact, in 1967 the elderluere twice as likely to be poor as the non-
elderly. So there has been a dramatic drop in the proportion of
peovﬁl‘e—in the poverty rates among the elderly.

y? Folks, because throwing money atedproblems sometimes
works. That's called Social Security. It's called Social Security. It's
called SSI. And when this Nation decided that it wanted to protect
old folks—basically, bacause you and I are going to become old
folks is my Wof why we decided to do that—we wanted to
protect ourselves when we were old. We solved the problem. Now,
an elderly person is less likely to be poor, by the official measure-
ment. And we can argue about whether that's the right line for the
elderly, but I think that’s a futile debate.

34
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I am looking over time. The poverty rates among the elderly
went way down, yes.

Mr. LiGHTFOOT. Since the men tend to move in and out of this

Mr. GorrscHALK. Yes,

Mr.? LigHTFOoOT [continuing]. Should they be included in this
group?

Mr. GorrscHALK. In this group of——

Mr. LicHTPOOT. Poor.

Mr. GorrscHALK. Well, some do. Poverty, sort of permanent pov-
erty, you will find that even during the best of times. In 1978-79,
around that period, I think that the poverty rates for males expect-
ed to work—actually it’s probably in the testimony and I could

bably get it for you—m’r guess is in the order of 6 to 7 percent.

t still says that 6 or 7 percent of males who are expected to
work, who are not disabled and so on and so on, weren’t making it.
It's a much smaller group; however, you know, then the question
is, “What do you want to do? Is that a small enough group that you
want to say, ‘Well, you know, it's not all that important.’ Is it a big
enouﬁlllniroup to worry about?”

I think those are political decisions. If my number of 6 or 7 per-
cent is wrong, I will change it in the testimony.

Mr. LigHTPOOT. One quick question, and then we will have to go
vote?here in a moment. Do you see any trends for the working
man?

Mr. GorrscHALK. Yes. I think that things are going to—if things
are going to get better, they're going to get better incredibly slowly.
I think that we have “come out of the recession.” If you listen to
people who talk about the macroeconomy, we’re doing real 1-ell
right now. We're doing real well with unemployment rates at 7
percent.

If on top of that you put sort of this long-term increase in in-
equality which we find in the data, there is no sight that that is
going to change. I dare say that we're not going to see much of a
reduction in poverty among male-headed households, no.

Mr. LicHTroor. you.

Mr. Frank. Thank you very much.

If you can stay a few minutes, we're going to recess to vote, and
our other two colleagues I think would like to question you. So if
you can stay? You're going to be back?

Mr. BouLter. Mr. i ,» I will not be able to come back. I
am sorry, Mr. Chairman.

Mr. FRaNK: I appreciate that. There is another markup.

So you will be excused now. I just wanted to check. I understand
that there are a lot of conflicting, unfortunately, last-minute stuff.

So there is no point then in your having to stay.

Mr. GorrscHALK. Thank you, Mr. Chairman.

Mr. BouLTeR. Mr. Chairman.

Mr. FRANK. Yes, Mr. Boulter——

Mr. NizisoN. Mr. Chairman, without objection, I would like to
enter into the record a statement, though.

Mr. FRANK. Certainly. Is there any objection?

Mr. LeviN. Mr. Chairman, I have no objection. I just wanted to
ask a question,
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N Is?there a major geographic breakout of poverty that's not in
ere?
Mr. GoTTscHALK. It is not in here. We haven't done it that way.
The South has higher poverty rates than the North. And I could
furnish that if you want it.

Mr. Levin. If you would, we would appreciate that.

Mr. GorrscHALK. OK. Thank you.

Mr. LEviN. Thank you.

[The opening statement of Mr. Boulter follows:]
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OPENING STATEMENT OF THE HONORABLE
BEAU BOULTER BEFORE THE SUBCOMMITTEE
ON EMPLOYMENT AND HOUSING

Mr. Chairman, I welcome the opportunity to speak at this
hearing. I'm particularly proud to be here representing a
Republican Party that has in recent years become far more
sensitive to the problems of America's poor, and has advarced a
coherent set of programs - from welfare reform to enterprise
zones to stimulating widespread economic growth - for combatting
those problems.

T must confess, however, Mr. Chairman, my strong suspicion
that the plight of the poor, for which all of us here feel
concern, will not be alleviated any by this hearing. I'm afraid we
have assembled to address a non-problem - an oxymoron, in fact.

The "working poor." That's our subject. But think about it.
Does that phrase have any correlative in real life? Is there such
a thing as the working poor?

I would answer no. Those are two words that cannot possibly
go together. My opinion is based on both empirical evidence and
an intaitive understanding of how this nation and free people
operate.

The statistics will tell us that we are talking about only
six percent of persons below the official poverty line (which, by
the way, is a standard of living most people in the worild aspire
to). That's how many of the poor are working full time. Not a
large number, and the figure dwindles into almost total
insignificance when we consider the studies showing that
poverty is persistent only among those who do not work. In other
words, anyone who is working almost certainly will not remain
below the poverty level longer than a year or two if he or she
continues to work.

But statistics can't tell the whole story. And, indeed, I'm
certain there are a number of able persons here today who can and
will make an alternative case with statistics. But I would ask
everyone here to look at the matter with your hearts. Ask
yourselves honestly: What is poverty?

I think it's a state of mind. It's a lack of faith
in the future, a sense that there's nowhere to go but around the
same dismal circle of despair.

Almost by definition, a person who is working has faith
1 in the f.cure. He or she has a hand firmly on the first rung of
the ladder and is looking upward. And it's almost axiomatic that
anyone in the United States who is trying to climb that ladder
will ascend it, and, invariably, his material circumstances will
soon enough correspond with the wealth he has in his mind.

We'll no doubt hear the alternative premise today ~ that
poverty is simply a matter of how much money one makes. We'll
probably hear about dead-end jobs, minimum wages and all the
other statist arguments that assume people cannot make their way
up the ladder of opporturity without government's help.

But ask anyone who holds one of those so-called dead-end jobs
what he thinks his prospects are. Ask anyone genuinely engaged in
the American economy about the future. The answer you will get
will not be that of a poor person.

Full-time workers in the United States of America are not
poor. We hete in Washington would do well to understand that and
move on to the more pressing concerns dictated by the budgetary

\j’wst:aints we're faced with.
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Mr. FRANK. We will be in recess.

[Recess taken.]

Mr. FRANK. We will reconvene. We have been joined by our very
diligent ranking minority member who had a little bit of a sched-
ule uncertainty here, and he is with us.

I understand the gentleman from Utah had a statement he
wanted inserted in the record. Without objection, that statement
will be inserted.

[The prepared statement of Mr. iNielson follows:]
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STATEMENT UF THE
HO/ORABLE HOWARD C. NIELSON

BEFORE THE
SUBCONMMITTEE ON EMPLOYMENT AND HOUSING
GOVERNMENT OPERATIONS COMMITTEE

IT IS MY UNDERSTANDING THAT WE HAVE OVERSIGHT JURISDICTION OVER THE
DEPARTMENT OF LABOR AND I1TS VARIOUS PROGRAMS. IN THAT RESPECT, THERE
ARE A NUMBER OF PROGRAMS ADMINISTERED BY THE DEPARTMENT THAT ARE
DESIGNED TO ASSIST LOW-INCOME WORKERS, AND IT IS WITHIN OUR AUTHORITY
TO DIRECT OUR FOCUS ON HOW THESE PROGRAMS CAN BE MORE EFFECTIVELY AND
EFFICIENTLY MANAGED. IN ADDITION, THE DEPARTMENT OF HOUSING AND
UrBAn DEVELOPMENT OFFERS A NUMBER OF PROGRAMS TO ASSIST LOW-INCOME
WORKERS WHICH ALSO FALL UNDER OUR COLLECTIVE “EYE." | TRUST THE
CHAIRMAN WILL CONTINUE TO ENSURE THAT THIS SUBCOMMITTEE STAYS WITHIN
ITS JURISDICTIONAL LIMITS AND CONCENTRATES ON THE ABOVE MENTIONED

PROGRAMS *

THE SUBJECT OF POVERTY IS ONE OF THE MORE EMOTIONAL THAT WE IN
CONGRESS MUST DEAL WITH. LET THERE BE NO MISUNDERSTANDING. DESPITE
WHAT ANYONE MAY SAY, WHETHER IN THIS BODY OR ANY OTHER, MEMBERS ON
BOTH SIDES OF THE AISLE -- BOTH UEMOCRAT AND REPUBLICAN == ARE
CONCERNED ABOUT THE POOR. THE FACT THAT CONSERVATIVES AND LIBERALS
USUALLY ENDORSE VASTLY DIFFERENT APPROACHES FOR DEALING WITH THIS
PROBLEM IN HO WAY IMPLIES THAT THE COMMITMENT OF EITHER IS ANY LESS

SINCERE

WITH THAT SAID, | WELCOME OUR GUESTS HERE THIS MORNING, AND LOOK
FORWARD TO A FRANK AND FACTUAL DISCUSSION ABOUT THE VARIOUS PROBLEMS
THAT CONFRONT WORKERS IN THEIR EFFORT TO PROVIDE A COMFORTABLE LIVING

FOR THEMSELVES AND THEIR FAMILIES:
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Mr. Frank. We will now proceed to our next witnesses: Amy
Gluckman, who is the legislative director of Nine-to-Five; and
Vikki Gregory, who is the director of the Women’s Work Force
Network Division of Wider Opportunities for Women.

At this point I would like to submit for the record, if there is no
objection, a copy of some answers that were submitted to us by
Commissioner Janet Norwood of the Bureau of Labor Statistics to
some factual questions we asked of the Bureau of Labor Statistics,
having some of the responsibility for statistical collection in this
area.

[The information follows:]
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Bureau Of Labor Statistics

Departmant Of Iabcr

200 Constitution Ave. ,N.W.

Washington, D.C. 20210

Dear Ms. Norwood:

On October 3, 1985 the Goverrment Operations Suboommittee on
Bapl oyme..c and Housing, which I chair, will hold a hearing to explore
the prohlems of the working poot and the possible npeed for federal
icy responses. The hearing will be the first in a series of
rings to look into the relationship of work and poverty.

The Bureau of Labor Statistics has responsibilicy for analyzing labor
data ollected by the Census Bureau. I would appreciate your
assistance in providing ansvers to the fallowing questions on labor
data to be included in the hearing record:

..What is the full extent of poverty among workers? Who are the
working poor by race, sex, age, and family status? .

2.Please cament on any trends for the working poor such as an
increase or decremse in numbers of workers in poverty and trends for
minorities and wamen.

3.Please comment on potential causes of poverty among workers, such as
the prevalence of 1ow wages, periods of unemployment, and irvaluntary
port-time werployment. Among the various factors, in relative temmg,

which is the most important?

4.Bow mery Americans are pow working at minimum wage? If BLS is
uable to ansver this question, why doesn't BLS have data?

S.Row many workers and thelr families would be 1ifted fram poverty by
an increase in the mininum wage?

6.Bow valid is the hardship measure in the BLS aanual report when it
is linked to minimum wage earnings without adjustment for inflation?

7.3t 1s the role of 115 1n analyeiry and disseminating Cen.us
infoumition? Docs BLS' role extend to analyzing data concerning tho
working poor? Is there a risk of BLS and Census duplicating efforts?

T look forward to your response to these questions. To provide tre
necessary time to review the material, please submit your answers
before or on Septsmber 18, 1985. I appreciate your cooperation in
conplying with this timeframe. Thank you for your assistance in
troviding valuahle information on the working poor for the
Subcommittee's hearing.

BARNEY FRANK
BF/Le
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Honorable Barney Frark
House of Reprasentstives
Washington, D.C. 20515

Desr Congresssan Frank:

tter of Jdctober 7 concerning the role of

I s replying to your le
{stics {n the snalysis of dats collected

the Buresu of Lroor Stat
by the Cenaus buresu.

The working relstionship snd dtvision of responsibility between
the Bureau of Labor Statistics snd the Buresy of the Census with
regard to labor force dats snd releted topice was the sudbject of
sn agreement entered into by the Secretsry of Labor and the
Secretary of Coamerce in November 1958. Under the terms of this
sgreeaent, the “ureau of Labor Statistica wss sssigned sole
responsibility fu- the snalysis of the labor force data derived
from the Current Population Survey (CPS). The Bureau of the
Censuys wasé to retain responsibility for the collection of thease
data snd for “{ssuing Teports concerning income, education,
migration and nuabers and characteristics of households,
charscteristics of the total population, and related mstters...”

Over the yesrs, the work of the two Buresus has been coordina tad
through reguler meetings of the officials of the two sgencies
snd, io soae cases, through the good offices of OMB, whosre
director was slso a signstory to the 1958 agreement. By and
lsrge, we have had an excellent working relstionship, and I
belfeve there have been few instsnces of duplicstion of effort.

The Nation's statisatical aystenm is, as you know, & decentralized
one in which each of tae asjor statistical sgencies specislizes
in those aress in which it has the moat to contribute. In the
originsl lsw creating the BLS in 1884, Congress gave the lureau
of Labor Statisti_s responsibility for the collection and
snalysis of information =... upon the subject of labor, fts
relstion to cspital, the hours of labor and the earnings of
lsboring men snd women, and the mesns of promoting their
materisl, social, fntellectusl and morsl prosperity.”
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Let ma now turn to your specific queations:

O

ERIC
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1.

The Buraau of tha Cansus--uhich looks st the incidence
of povarty among the entira populstion--has just issued
data showing that 22.2 nillion persons 15 yeara of age
and ovar were balow the poverty level in 1984. Of
thesa, 9.1 millfon had worked during the year, with
2.1 million of them having worked full-time

yaar-round. Additional informstion on these workers
can ba found in the Census Buresu's report, Money
Income and Poverty Status of Families and Persons

in the United States: 1984 (Series P-60, No. 149).

Work in the Buraau of Lsbor Statistics hss focused
primarily on tha poverty status of workers decmed to
have encountarad specific employment probdblems-~-unem-~
ploymant, involuntary part-time employment, and
earnings below tha minimum wsge equivalent despite
yaar—-round full-time work. While we have not yet
pudblished sny data for 1984, the total number of
vorkars vith efthar of these thrae problems (or a
conbination of tham) who were in poverty In 1983 wvas
7,796,000, A further discussion of these workers can
ba found in the enclosed raport, Linking Employnent
Problems to Economic Statua, (BLS Bulletin 2222).

Our studies have found that thare wss s progreasive
increasa batwean 1979 and 1983 in :he proportions of
vorkars with either of the three problems liated above
whose incoma fall below the poverty level. These
proportions, with soma breakdowns by sex and race and
some hypothesas as to why they hsve increased, are
presented in Bulletin 2222 Agsin, the dats for 1984
have not yet been anslyzed.

In terms of absolute numbers, the workers whose poverty
status is sssociated with a period of unemployment
exceed those workers whose poverty is aamsociated with
the othar tvwo factors. However, the largest proportion
of workers in poverty--30.5 percent in 1983--has been
found among those who had yesr-round full-time jobs but
whose earnings fell below the minimum wage equivalent.
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4. The Buresu has only approximate dats, derived from the
Current Populatioa Survey, on how many vorkers are paid
the ninimuu uage. These data show that, among une 34.1
million workers psid at sn hourly rate, about 4.1
million wvere reported ia 1984 as being paid the minimum
vage level of $3.35 per hour. Another 1.8 million
workers vere reported as earning less than the minimum
wvage level. (See the eaclosed table.,) While these
data are quite revealing, ve must recognize that they
sre subject to sampling errors snd there are difficul-
ties in Teporting and estimating these earnings data.
Hore precise duts on this topic could only be obtained
by means of wage distridution surveys conducted through
the employera. Vhile ve have conducted surveys of this
type in the past uith funds provided by the Labor
Department's Employment Stsndarda Administration,
budgetary constrsints of recent years have not permit-

ted auch undertakings.

§. We acknovledged ia Bulletin 2222 that one of the

. resaons for the decline in the number of peraons with
low earnings--and for the increase in their poverty
rate--war that the low esrainugs line, vhich is the same
as the official mininum uage, has been held constant in
recent years. Thet is, since 1981 ve have been count-
ing as low aaraners only those work:rs whose earninga
from a f3ll year'a wvork fell below $6,700. At the same
time, the poverty threaholds have been adjusted upward
each year to reflect the increases 1 the Consumer
Prise iudex. The outcome has been , even with only
moderate increases in the prevailin, vage levels, there
has been a decline in the nuwber of persons wvhose
earnings fell below this line.

6. As I mentioned above, the responsibilities for the
historical ralationship between Census and BLS has been
based upon the 1958 lgreemeht relating to the Current
Population Survey. At the present time, the two
agencies are diacussing the role of each in a new
survey undarvay at the Census Buresu--the Survey of
1ncome snd Program Participstion (s1PP). We hope to
work out arraagemeats which will recognize the special
position of BLS in analysis of the labor market and
eusure that the akilla of both agencies are brought to
bear without duplication of efforc.

I hope that this iaformation, coupled with the material 1 am

sending you, will have answered your questions. Should you need
additional information, please do not hesit:te to contact us

again.

Sincerely yours,
29£u¢a£ Adw&wﬂﬂﬂe

JANET L. NORWOGD
Commissioner

Enclosure
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Mr. FRANK. Please proceed, Ms. Gluckman. We have you first, so
why don’t you go first?

STATEMENT OF AMY GLUCKMAN, LEGISLATIVE DIRECTOR,
NINE-TO-FIVE

Ms. GLuckMaN. OK. I will be fairly brief. I am certainly the least
expert of your guests today, and I want to express our real appre-
ciation for your having included an activist organization in this
hearing, because sometimes activist organizations can’t have——

Mr. Frank. OK. Please just get right to the testimony. It's
always nice to be thanked, but we’d rather just have the testimony.

Ms. GLuckMAN. OK. First, I want to reemphesize what Mr.
Gottschalk said about the misperception of the poor as primarily
people who are on AFDC, or equivalent kind of general relief.

We concentrate mostly on Massachusetts, so most of my figures
will be for the Boston area or for Massachusetts.

In Massachusetts, as closely the department of public welfare
can estimate, about half of poor Massachusetts residents are in
households receiving AFDC. In other words, half are not. Further-
more, the average length of time that Massachusetts AFDC clients
stay in the program is only 2.2 years. So it’s a real myth that there
is a consistent large group of people who are permanently on
AFDC. Most poor people are either permanently working poor or
for large periods working poor.

The second thing that I would like to emphasize is that we focus,
of course, on women, particularly on women heads of households. I
think that the public discussion about the poverty of female-headed
households is unbelievably muddled by—but kind of a moralism
that somehow female-headed households are morally deficient. And
that may be true, but it doesn’t really help us figure out what's
going on with their economic situation or help them to improve it.

Although some 10 to 20 perceut of single parent households are
headed by men, nobody ever really makes a fuss about them, basi-
cally because they’re not disproportionately poor. And furthermore,
all the sort of moralism that tends to pervade our discussion of
female-headed households I think prevents us from seeing the real
factor, the real reason why female-headed households are poor,
which is that women don’t earn enough. The occupational catego-
ries in which women are concentrated simply don’t pay living
wages. This is the problem that in our experience we see over and
over again.

Next, before I go on to a sort of case example that I have recon-
structed of a lot of the people that we deal with, I just want to say
that I think it's important that the official poverty level bear some
relationship to the actual cost of living. I understand that, as Mr.
Gottschalk said, it’s not important for academic purposes, particu-
larly for longitudinal studies, but it is important in terms of the
public perception of how many poor people there are. In 1984, a
family of three was not considered poor if its income was above
$8,277 a year. That’s a ridiculous figure. And for purposes of public
information, it's important that those figures reflect in some rea-
sonable way the cost of living.
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Now, I have tried to present a budget for a woman of the kind
that we work with and for and that we are, in fact, because we are
a membership organization. You can read through the statistics.

is woman works as a word processor, which is one of the
higher class clerical occupations. And she ends the month—after
having paid her rent, her childcare, her food bill, her T-pass,
her telephone bill and some laundry—with $8. If she manages to
work through the application for a section 8 housing subsidy, she
ends the month with 368

I think that this example, which is pretty tﬁ'pical, should make
clear how unrealistic the poverty level is and how many poor—ac-
tually poor—people there are whose incomes are well ve the
poverty level, particularly women supporting children.

Now, the emphasis that we take from this is that something has
to be done about comparable worth. The reason .-why women are
?oor is because their jobs dom“ them enough to support a
amily. Mr. Gottschalk’s stan of poverty-level earnings was
that an individual should be able to support a family of four at the
poverty level. In 1980, half of women workers didn’t earn enough
to support a family of two at the poverty level. That situation has

not been ¢

Women’s wages as a percentage of men’s wages have changed
virtually not at all in the lasttago years. The fact that this isn't
changing is emphasized even more by the fact that, for example,
among managerial workers, where women have entered the mana-
gerial ranks in fairly significant numbers in the last 20 years, the
pay differential between men managers and women managers is
the same as the pay differential between men and women overall.

Furthermore, in terms of this problem, we are particularly con-
cerned that we see the same pattern of women’s jobs being those
which are low timjd and dead end, emerging in new fields and new
-occupations and new industries.

For example, with computers, the Bureau of Labor Statistics has
three categories of jobs for computer operators short of actual com-
puter programming. Of them, two are low paid, dead end, highly
supe , and they are primarily filled by women. The third is
better paid, requires, according to the Bureau of Labor Statistics,
some use of independent judgment, and these are jobs which they
claim will, through some on-the-job experience and perhaps addi-
tional training, lead to supervisory positions or to jobs as actual
computer programmers. That position is more than half filled by
men.

So we see the exact same pattern of occupational segregation by
sex emerging repeatedly in new areas. That is not going to change
until concerted policy to implement comparable worth is undertak-
en at various levels.

Now, we are obviously not very ine about the ibility of
some statutory requirement for any kind of comparable worth pro-
gram in private industry, or at least not soon.

However, we believe that the State and Federal governments can
take the lead by implementing comparable worth programs for
State and Federal employees. This means setting up a new job clas-
gification system with gender-neutral job categories and using a job
evaluation tool—of which there are several that have been created
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by private consulting firms—to evaluate and classify jobs according
to the new categories, and then, according to whatever schedule
can be afforded, upgrading the pay of those whose pay has been
disproportionately low.

Ultimately, comparable worth, we believe, is the only thing that
is really going to alter the poverty situation of women, which basi-
cally means that it is the only thing that is going to alter the over-
all poverty situation in the country.

I can stop there for now.

[The prepared statement of Ms. Gluckman follows:]
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9to5 Organization for wonmen Office hvorhke; <

Testimony before Subcommittee on Enmploynr-i 1 Yagm,
Committee on Government Operations,

U.S. House of Represcntatives

December 12, 1985

Ny name is Amy Gluckman and I am the Legislative Chair of
the Boston chapter of 9to5, the National Association of Working
Women. 9to5 was founded in Boston in 1973, and s now a natiorwide
organization with 12,000 members in all fifty states. Our aim is
to gain rights, respect, and improved pay and working conditions
for office workers, the vast majority of whom are women.

We are very grateful for the opportunity to speak to you today
about the working poor, oad particularly, working poor women anu
their families. The people we will be talking about today have
often been invisible in discussions of poverty in the United
States; we believe that 9to5 and other organizations who focus
specifically on women as workers have an important Ferspective to
bring to the voluminous but generally rather limited national
debate about poverty. Again, we express our appreciation to the
subcommittee, which is doing a great service in focusing some
public attention on the status and problems of working poor women.

The first thing to notice about poverty in this country lis
that most poor Americans are women and children. In Massachusetts,
almost two~thirds of poor adults are women, and 76% of all poor
are women and children. In this respect, the U.S. is similar to
the less developed countries where, again, jt is womer and children
who are disproportionately represented among the poor. While
economic conditions outside the U.S. are not on our agenda today,
it 1s useful to recognize the uniform, worldwide discrepancy be-
tween the income and assets of women and the irfﬂme‘and assets of
men. Recognizing this fact will help us to kee _.n mind the com-
plex and deeply~rooted nature of women's economic situation:
women and their families are not disproportionately impoverished
Jjust because the divorce rate has gone 'p in recent decades or
because welfare progrums fluctuate.

With the historical complexity cf this situation firnly in
mind, a few myths about poverty need to be a.spelled before we can
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focus accurately on the working poor. Thesc d.ys, ju 2. ;[GLICY

discussions about poverty deal almost exclusively with y.nlic
assistance, especially, Aid to Families with Dependent Chiidren
(AFDC), as if poverty and welfare covered exactly the same territory.
In turn, the problem of what to do about poverty is almost always
reduced to that of how to get families off of AFDC. While so-called
welfare mothers may be the most visible of America’s poor, they are
not the only poor and, in fact, do not form as large or consistent

a category as is generally thought. In 1983, for example, only
about half of all poor Massachusetts residents rece’ved benefits
under AFDC. In turn, the average length of time Massachusetts AFDC
clients remain on the program is only 2.2 vears. For the nation as
a whole, of the 10,7 millior families headed by women in the current
year, 76% contain a labor-force member, who is in mcst cases the
women household-head. Furthermore, as we will see, the ofiicial
poverty standard is so unrealistic that there are many peopnle who

by any reasonable Standard are poor but who do not appear in these
statistics. What this means is that if we are concerned with ending
the social ills stemming from poverty, then we have to pay attention
to poverty itself and not only to welfare programs.

Second, we must clear away the fog of moralism and mucddled
thinking which confounds our attempts to come to grips with the
problems faced by women who are single parents and household-heads,
¥hy is it that no fuss is made over the 10-20% of single-parent
households headed by men? The answer seems plain: they are not
poor. In the most recent quarter, the median weekly income of
these families was $4.00 less than that of married-couple households
supported solely by the husband. But remarkably enough, for all
of the public debate abut poor female-headed households, one
almost never hears it said that these families are poor because
women's jobs pay poorly. Perhaps this point is too obvious to
mention; however, I doubt it. It has become fashionable tu argue
that benefits under AFDC are too high -- that they compare favorably
with the wages of real work and hence discourage labor-force par-
ticipation on the part of poor women. The catch 1s, that those
who make this argument rarely compare either AFDC benefits or
women’s wages with what it actually costs to live and raise a
family. As we will see, when this comparison is made, 1t becomes
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* obvious that it 1s not AFDC benefits which are too high, but rether
women's wages which are too low.

One final myth is that the official poverty level bears any
relation to the real cost of living and raising a family. This should
become clear as we focus on the situation of the working poor by
examining the budget of a hypothetical woman who works as a word
processor and supports herself and her two children, ages 4 and 7.

In Boston, this woman -- let's call her Claire -- would be
earning on average $290 per week, or about $14,500 per year. This
places her well above the official povertv level, which is $8,277
for a family of three. Claire is not eligible for the earned-income
credit aimed at working poor families, and after taxes, she will
take home about $245 a week. Now let’s look at Claire's monthly
budget. Her monthly income is $980. The average cost, 1including
utilities, of a one-bedroom apartment in Boston is $475. Let's say
Claire is lucky and finds one at $400; remember, this is a one-
bedroom apartment for a family with two children. If Claire can
feed herself and her family on $2.50 per person per day, then her
monthly food bill will be $225. If she is extremely lucky, she
may be able to find a spot for her preschooler in a day-care center
for $75 per week, which is the low end of the range of day-care fees
in Boston. This adds $300 a month, and her older child will Jjust
have to be a latch-key kid. If she works in or close to the city,
she can cover her basic transportation costs with a $22/month subway
pass. Basic telephone se vice adds $15 a month, and two loads a
week at the laundromat add another $10.

Claire's expenses are now up to $972. With $8 left per month,
she has bought no clothes or shoes, blankets or furniture, and has
certainly not bought any books or toys for her children. She has
paid no uninsured medical expenses, and no extra utility bills for
the occasional very-cold winter. In addition to thg Day Care Tax
Credit on federal income tax, which is already reflected in Claire's
take-home pay as quoted above, she may be eligible for a Section 8
housing subsidy of approximately $60 per month.

So Claire and her children are not, perhaps, truly poor. \With
careful planning and no extras, she will be able to make ends mcet.
It is clear, however, that without the Section B subsidy and the
Day Care Tax Credit, which averages about $30 pcr month for families
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at her income level, Ciaire would be teetering on the edge. And
to be fair to the rest of our constituency, it must be pointed

out that by the standards of the pink-collar ghetto, Claire 1s
doing pretty well., Among Boston office workers, word processors
come behind only full secretaries and stenographers in their pay
level. Compared to typists averaging $237 a week, file clerks
averaging $205, accounting clerks at $263 and data-entry operators
at $261, Claire's $290 is high. And women in many other female-
dominated occupations are worse off yet; Boston department store
sales clerks, for example, earn under $200 a week. How low women’s
wages are can be seen more broadly in the fact that, in 1980, only
1/2 of American women workers earned enough to keep a family of

two above the poverty level.

What we at 9to5 conclude from all of this -- and from our
experience working with women who are employed full-time at skilled
jobs yet who can barely provide adequately for their families --
is that the problem of poverty in general is inseparable from the
sexism which continues to inhere in our occupational and wage
structure. The social dynamics which are rapidly giving women
greater economic responsibilities are not about to change. Hence,
any realistic policy on poverty simply must include measures almed
at commensurately increasing wcmen's economic power. The following
are some sSpecific poliry areas which need to be addressed:

1. Comparable Worth -- As representatives of the largest
female-dominated occupation, office work, we are acutely concerned
that policies be developed which will help our economy move toward
a structure in which equal wages are paid for work of comparable
worth. The enforcement of equal pay for equal work does not mean
much in an occupation which ranges above 90% female. (Incidentally,
in the Boston metropolitan area as of 1979, men in those office-
work Subcategories in which there were enough of them for sampling
earned from 20% to 42% more than women in the exact same subcate-
gories.) All signs suggest that women's income situation is not
twproving. In 1982, for year-round full-time workers, the median
annual earnings of women were 61.7% of those of men. Twenty-two
years and a women’s movement earlier, in 1960, the equivalent figure
was 60.8%. Although women have begun to enter the ranks of managers
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in significant numbers, the pay differential between men and women
managers has remained the same as the pay differential between
men and women workers overall.

Perhaps even more discouraging, we car see the traditional
division -- low-paid, dead-end jobs for women versus better-paid
jobs with advancement opportunities for men -- being reproduced in
new industries and occupations. For example, the 1984 Occupatinnal
Outlook Handbook describes three categories of computer operating
personnel, i.e., workers who operate computers but do not actually
write programs. The jobs of data entry and peripheral equipment
operators are described as being "under close supervision,"”
vrepetitive," and having "limited ... advancement opportunities.”
Naturally, these jobs are filled almost entirely by women. Computer
operators, by contrast, "must use independent judgment”; they can
advance to supervisory positions and, "through on-the-job experience
and additional training, ... to jobs as programmers.” Naturlly,
more than half of these are men.

At the very least, the Federal Government should be setting
an example and exerting its influence on the marketplace by imple-
menting a comparable-worth based job classification and evaluation
scheme for its own employees and, as quickly as is possible,.giving
the requisite pay increases. This scheme should be used to measure
pay inequities based on race as well as on sex, with pay scales
again adjusted accordingly. The Federal Government should also
encourage states and localities to do the same for their employees,
and reward those that do. Ultimately, we look forward to a statu-
tory structure for bringing comparable worth to the private sector,
but we realize that this will be no easy matter.

2, Day Care -- Both of the Federal programs which subsidize
day-care costs -- the tax credit and the Dependent Care Assistance
pPlan -- work through the tax system. For familles whose income
and hence tax liability is low anyway, subsidies in this form are
not of the greatest value. 1In 1982, for example, only 15% of the
families who used the credit had incomes below $12,000. In this
area, the Federal Government needs to create (or to replace the
existing provisions with) a subsidy that is more directly aimed at
low-income families. On a broader level, of course, the quality
and availability of day care nationwide need to be addressed at
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the federal level; but that 1s the subject of an entire hearing in
itself.

3. Child Support -- Estimates of the number of divorced
mothers who actually receive any child support from their ex-
husbands vary widely, but it is probably safe to say that the per-
centage is less than half. The Department of Health and Human
Services has begun to strengthen and centralize enforcement of
child-support orders; these efforts are very welcome and should
continue.

4. Medicaid for Working Families -- In Clajre's budget, the
assumption was made that she has medical coverage through her em-
ployer. Unfortunately, over 14% of Americans have no medical
coverage, and although a breakdown is hard to find, we can probably
assume that the uninsured are concentrated at lower income levels.
I have been told of cases where individuals were forced to quit
their jobs and return to AFDC or general reljef only because they
could not afford necessary medical treatment and needed Medicaid
coverage. Extending Medicaid eligibility to include working poor
families who do not have health insurance as an employer-paid
benefit would help protect these families from the risk of being
knocked back down the stairs by an unpredictable jllness.

5. Training -- Job-training and '"workfare" programs for low-
income women need to be designed with comparable worth considera-
tions in mind. In other words, training must aim to prepare a
woman not just for any job, but rather for a job which will pay a
family wage and help her to leave poverty as well as AFDC behind.
In addition, training programs need to reflect the rapid changes
underway in the automated office. 9to5 and others have predicted
that some office jobs will be phased out and others will take on
new shapes as the use of office automation systems is expanded.

To the extent that these trends can be foreseen, training programs
naturally need to take them into account. Including in office-
work training programs as much basic computer education as possible,
e.g. how computer systems operate and scme elementary programming,

would serve both of these ends.
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Mr. Frank. Thank you. We will get some further points in ques-
tions.

Next we will hear from Vikki Gregory, who is director of the
Women'’s Work Yorce Network Division at Wider Opportunities for
Women.

Ms. Gregory.

STATEMENT OF VIKKI L. GREGORY, DIRECTOR, WOMEN’S WORK
FORCE NETWORK DIVISION, WIDER OPPORTUNITIES FOR
WOMEN, INC.

Ms. GreGory. Thank you. Like Ms. Gluckman, I am going to ask
that nt;\y written testimony be made a part of the ihe full hearing
record.

Mr. FRANE. Without objection, it will be so included.

Ms. GreGory. OK. I think, first, that I need to talk a little bit
about who we are and what we do.

Mr. FRaNK. Please, let’s not get into the organization. The pur-
pose of this is the policy issues We don’t really need a lot of orga-
nizational stuff.

Ms. Gregory. Well, I think it .8 some relationship to what we
need to discuss and to the rest of my testimony. I will certainly
leave it to the written testimony to give you the full-fledged de-
scription of the organization. Suffice it to say that we approach, in
the Washington metropolitun area, the problem of women’s pover-
ty through the other side of the strategy, which is, moving women
into nontraditional occupations. And we do a skills training pro-
ﬁam for that purpose, which is funded by the Department of

bor and by private foundations and industry.

I think t it's important to look at the stra of moving
women into nontraditional occupations, since, as Ms. Gluckman
said, the women’s jobs which women predominate in are, by and
large, 1ot paid as well as men’s jobs. So another strategy—and one
strategy only, which certainly isn’t the strategy for every woman—
is to consider nontraditional occupations.

{ want to talk a little bit about the typical WOW trainee and
about the proeram, implications for that WOW trainee and for
moving women intc nontraditional jobs, and some of the impacts of
employment and training policy on those programs. The average
WOW trainee is a black, single mother between the ages of 19 and
26. And she has worked in a typically female job. She has seldom
earned more than $4 an hour. She’s hed fo marginal and part-
time employment. Her child care a.n‘anﬁements are informal ard
haphazard, and that can also be said for her housing.

n, the illness of a child and the mother’s lack of health cov-
erage or leave time in her job bring her to us because she has gor..
on public arsistance entirely.

nfortunaiciy, in our A-funded gerograms, a woman must be
totally unemployed for a certain number of weeks before she can
gain entry into our program. That's not the case in our l;‘arivataely
funded program. When the woman comes to WOW, she’s had little
knowledge of the fu!l range of occupational choices ave..able to her
apd has not been able to get that knowledge from any public agen-
cies.
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During the assessment period, which we also conduct, and which
is not conducted by a public agency at this point, we find out that
even though she’s finished high school, she functions at a fifth- to
seventh-grade reading and math skill computation level.

Of course, the entry requirement for our skills training advanced
program is seventh grade. For the woman that falls below that
grade level, she goes into what we call a basic skills training pro-
gram where we give her remediation classes; we help her get a
GED; she raises her functional literacy levels two grade levels, and
she gets some career information.

For the woman with seventh-grade skills and above, she becomes
part of cur 20-week elecironics and electromechanics skills training
program that’s partly JTPA and partly Rockefeller Foundation
funded. Here she learns theory and technical skills about these two
occupational areas. And she receives generic skills training rather
than tiaining for a specific job. Ard through this approach, we
}nt.end that she be able to take advantage of a full range of job of-

erings.

Besides the occupational training, she gets parenting, chiid care
consumer training, help and counseling in finding depeudable and
safe child care, training in assertion and communications skills. Be-
cause we don’t provide a stipend, many of the women continue tu
hold marginal jobs and jobs outside of the training instituticn. And
of course, this is not allowed for our JTPA trainees, though it is
allowable for those that are funded by the private foundation.

Near the end of the 20 weeks, the woman has her generic ekills
in order to go out and find her technical job. And these are jobs
that pay quards of $5 an hour. They're jobe that have career lad-
ders. They're jobs that have fringe benefits and jobs that mean,
often in the first year, that the woman has moved out of poverty.

In addition, to make her transition to paid employment and eco-
nomic self-sufficiency a success, the woman is provided with train-
ing on how to take entry tests, how (o handle sexual harassment;
how to cope with other forms of harassment with job entry require-
ments.

We also work with employers to help educate them about these
issues and to help them identify artificial barriers to employment,
particularly the entry barriers, such as extremely low upper age
limits for women who are entering apprenticeship programs or ap-
prenticeable occupations; upper body strength and lifting require-
ments that have no direct relationship to the actual job itself. We
also teach her job search skills and career planning skills.

Usually, the woman finds a job between 1 and 5 weeks after the
program ends. But here we have another policy gap. Once the
woman }as completed the program, she is out. We have no dollars
from the public agencies with which to do followup for that
woman, 80 we of course do fund raising ourselves for that.

We also have no ability to be able to provide the woman with
any of the support services that we may have been able to get
while she was in training. So to solve that, we've done direct solici-
zti%n :lf funds from employers, from local foundations and from in-

viduals.
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The woman can apply to the support services fund that we oper-
ate to get the funds that she needs to make the successful transi-
tion from training to work.

1Y e a couple of asides before I close. The first is that I think
that tue su.committee certainly needs to take a much closer look
at the issue of child care. Here we are in a real quandary that
working poor women, that women in training, that most working
women are in crying need of child care. On the other hand, we see
that child care providers, who are predominantly female, are so
poorly paid that they are almost permanently part of the working
poor population.

Second concerns the issue of workfare, which was raised earlier.
I agree that workfare programs have been instituted as a very pu-
nitive system to urge women off welfare. I would urge that we not
look solely, as a solution, to allowing women to work more hours,
but that we look at workfare programs not as an end in themselves
but look at them as a vehicle for getting training, getting skills to
%o iﬁto jobs which really provide support for the woman and her

amily.

It would seem ridiculous to me to put a woman into a workfare
situation where she continues to earn not enough dollars to fully
support herself and her family and, in addition, can’t even provide
the added income or added support for the work-related expenses,
like transpo. tation.

Finally, ¥ wouid like to say that WOW is working on a Women in
Poverty Work Group that consists of about 15 other national
womea's and civil rights organizations, and we are doing some
analysis of State-bised welfare-to-work transition programs. And I
would like to provide that information to the subcommittee at a
later time.

I hope that the walk-through of the trainee through the nontra-
ditional training program shows both some of the program and
policy gaps as well as the fact that the solution to working poor
women’s poverty is not necessarily just a job.

[The prepared statement of Ms. Gregory follows:]
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PREPARED STATEMENT OF VIKKI L. GREGORY, WOMEN’'S WORK FOoRCE NETWORK
DivisioN, Wiper OPPORTUNITIES FOR WOMEN, INc. [WOW]

INTRODUCTION

I am Vikki Gregory, Director of the Women's Work Force Network Diviaion of
Wider Opportunitiee for Women (WOW), a national nonprofit organization which works
to eneure economic independence and equal employment opportunity for women.
Founded in 1964, WOW has focuesed for more than 21 yeare on stretegies to
achieve syetem-wide changes in economic policiee, programs, and practices to
improve the etatue of women. In 1977 WOW founded the Women's Work Force Network
to foster information exchange smong the operators of community-baeed women's employ-
sent programs throsghout the country. Today, the Women's Work Force Network links
over 200 such programe and enother 100 individuals, legal edvocatee, employers.

Jminietratore, and policymakers, who sre all committed to women's economic
self-eufficiency. The programs affiliated with the Network annually serve over
300,000—~primarily low-income-—women. .

1'd like to thank Mr. Frank and the membere of the Subcommittee for the
opportunity to appeser before you todey to talk ebout the women who work for a
living but whoee earnings leave them in poverty. These women-~the working poor--
challenge one of the nation'e moet honored sseumptions: that the route out of
poverty for all able-bodied Americane ie £ job. Working puor women contradict
th s assumption, and the paths cut of poverty for them and their families are more
complex.

WOW has worked with ard obeerved the probiems of working poor women for more
than two decades. We work directly with nearly 300 such women each yesar in the
two training progrems we operate in the District of Columbia. The first prog.am
is & 20-week nontraditional training program in electronics and electromechanics.
Many of the enrollees are women who previously held typically female jobs with

averege wages of $4.59 per hour. Because these jobs did not provide the income
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nesded for the women to eupport themselves and their families free of public
assistance, thess vomen made nav ceresr decisions. The second WOW program provides
treining in pre-employment readinese for single mothars to assiat them in making
decisione about carssr pathe which will lead them to self-sufficiency.

Thie moruing I1'd like to share with you some of the realities we have sncountersd
in our work with thess vomen and some of the barrisre they experiencs to becoming
sconomically independent. 1I'd aleo like to recommend some strategies which
Congreee should coneider for affecting the poverty of working poor wornen and their

children.

WOMEN IN THE WORK FORCE

The woet eignificant change in the composition of the U.S 1labor force aince
World War II has been women's entry and increessd attachment to the labor market.
This increass haa been the reault of changed societsl gttitudes, new fedaral
protections against dieparate treatment, and simple econouics.

The labor force participation rate for eingle woman increased £r;n 50.52
in 1950 to 63.3% in 1984--accounting for eix of the 30 million women workers who
entered the labor force during thie period. However, the faatest increase in
labor force participation has occurred among women with working spousea--from
23.87 1n 1950 to 52.8% in 1984. In actual figures the number of marrisd women
workers ross from 9.3 million in 1950 to 26.9 willion in 1984, sccounting for
almost 60X of all the women who have entered the work force in the last 35 years.
In addition to those women who are marriad to spousss whn work, women who fre
primarily dependent on their own labor forca participation to support themselvea
and their families now make up 40X of .oday'e female labor force. In addition
to the overall increase in the shesr number of women in the paid labor market,
today's woman "enjoye" a labor force attachment similar 1in length <o her
male counterpart--approximately 45 ysars. But for most female workers, this

eipilarity ende at the pocketbook. The large number of women who work full-~time
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yet vho rsmain poor isz {n startling contrast to men vho are poor even though work-
ing full-time. Part of the reason for women's continued poor resuneration despite

Ligh work forcs activity relates to where women work.

OCCUPATIONAL SEGREGATION

Of the 49 million women currsatly in the labor fcrce, 42.5 million sre em-
ployed as wege and eelary vorkers in nonagriculturel industries. Of these, 30.5
million are full-time workers, 9 million work part-time for "voluntsry" reaaons.
snd 3 million work psrt-time for "economic” reesons——i.e.. because they cennot find
full-t{me wvork. Nesrly 8 million women workers sre in pubiic sector/ jobe; and.
of the 34.5 million wcmen wege estnsrs in the privete sector, 27.7 million work in
survice industriss. While the Bureeu of Labor Stetistics reports thst 6.8 million women
ere employed in the manufecturing sector. this figure is deceptive. tnly 3.9
million of the vomen who work in this cetegory are actually iavolved in the produc-
tion procsss. the remsinder work in manufecturing conccml. as clerical, seles
people, end other typically female jobs.

Thus, industry breakdowns must be combined with occupational deta in order to
gein en accurete picture of vhere women work ss well es what kind of work they do.
Over 30 million women~-70% of ell women wage sarners--work in 10 industries end
occupetions. More then e third of all wage end sslary workers work in jobs whars
at lsest 90X of their co-workers aere the same sex.

The aconomic results for women of occupstional segregation ere all to visible
in ths male-female wage gap. Res<archsrs actribucs the gap to e number of factors.
incluing sex dis-~imiastion :ge. education, experience. occupation. industry.
history of work. snd unfon ststus. Of perticuler significsnce {s the {ssue of
wosen's generelly shorter work hours-—an average of 3.6 hours lese per veak than
for men for full-time wvorkers This figure does not reflect less overtime. but

the fact thst women are concentreted in Service sactor jobs 1in which the average
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length of the work week is lower. Therefore, the wsge gsp csnnot be explsined
as merely the result of women's fewer work houre. In fact, lsbor economists
have conceded that the most significant factors in the wsge differentisl sre

occupation, industry, apd upion statue. Even vhere men snd women ehare sn

occupational class, women are overrepresented in the lowest-paying cstegories
of that class. Women's majority status in an industry is no gusrantee of higher
wvages. For example, in a ranking of 52 industries, the spparel and textile industry
has the highest concentration of women workere--81.3%--but rsnks 50th in sverage
hourly earnings; in comntraet, tha coal industry rsnked lst in hourly esrnings,
but last in percentage of vomen vorkere. Finally. women are concentrated in the
largely nonunionized industriea of the service sector. The sversge wagee for
nonunion women are ouly 751 of the aversge wsge of women who are union members.

These figures, vhile discoursging to aay the lesst, sre even more disheartening
wvhen the effect of gender 1s compounded by rsce snd ethnicity. For Black women, the
moet significant labor force change in the last. 20 years has bee: the shift from
privste household work into the lower rungs of clerical snd service job tsdders.
This movement typifies a pattern termed by Dr. Julianne Malveauux ss "Blsck women's
crowding”. While this movement from private household worker to clerical worker
ia: admittedly, one of improvement; this changed ststua does not result in the
voman's movement out of the category of the working poor. Nearly 60% of Black
women clericals earn wages vhich place them below 1252 of the poverty line--the
threshhold for many pubiic weifare/sesistance programs. This statistic 1s espe~
cially dicheartening when one considers that nearly one-tu:trd of all Black women
clericale are employed in tha public sector.

A closer look at clerical occupations provides en illuminating picture. In
1984, nearly one-third (13.3 million out of 45.9 wiliion) of sil working women
vere employed in clerical occupation& 88.71 of the nations's female clerical

workera were vhite, 9.8% were Black, and 1.5% were Hispanic.

()
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The medisn ennual eernings of full-time female clerical workers is $13,473;

by contraet, have medien annual eerninge of $21,881. Though mgles sake up only
25% of this country'e clerical work force, they earn en everege of $113 more per
week than thefi female countarparte. A look et the medien weekly sernings of
typical clericel workers grephicelly flluetratee why so many full-time female

clericels ere among the ranks of the working poor:

‘

Claricel 2 Females Median
Occupetion in Weekly
Occupation Earnings

Cashiers 80.91 $164.00
Bank Tellers 92.92 $204.00
File Clerks 83.32 $206.00
Dete Entry Clerks 93.52 $238.00
Payroll/Timekeeper Clerks 81.31 $266.00

Even in clerical supervisor jobs, women eern only $307 per week (medisn), end the
ciraer ladder to other occupstioneal categories with greeter financisl rewerds ies
limited.
A few generalizatione can be made ebout why women who work remain in povarty:
[ They are concentreted in lower-paying jobs.
o They ere oveirepresented in part-time and/or
marginel jobs where regular pay and fringe

benefite are not provided.

[ Women's jobs generslly provide smaller end
fewer intome-enhencing bsnefite and bonuses.

o Increased numbers of householde are dspendent
solely oo the woman's generally lower wages
for suppor:.

o Women ere treined for and counselled into

|
|
)
\
]
‘for ell female full-time workers, the figure is $13.915. Full-time male workers,
female-deminated, lese remuneretive occupetions.

Since it appears, then, that work in wvomen'e jobe at women'e wagee is so economically

unreverding for women, why don't women seek employment in fields treditionally held
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by men?
WOMEN IN MEN'S JOBS: BARRIERS TO OVERCOME

Without even speaking to the virtual implaueibility of the wholesales movement
of & majority of today’s working women from their current jobs into those in which
m4n predomiats, WOW kmows from its own experience thet those women vho succeed in
sntering thess mels occupations must overcome & nusber of key barriers. Thes
barrisrs ers sll the wors difficult to overcome when the woman is alrsady earning
belov the poverty lavel and has the sols responsibility for the support of herself
and her family.

The firet barrier which serves to discoursge women reslates to entry requirements
atteched to many nontraditionzl jobs. Thess entry requirement—-such as upper sge
limite for apprenticeships, minimum upper body strength limits, stc.--often are
unrelsted to performmscs of the sctusl job 1in question. These barriers virtually
sliminats parts of the female lebor force-—many or all handicapped v;mcn. and o
lerge percentsgs of older snd reentry women end dieplaced homemakers. Other re-
quiresents, such 8s posssssion of s complste aset of tools, sliminates other jobs as
options for low income women.

A sscond barrier ie that treining end other education programe vhich could
Prepars women to enter successfully end remain in nontraditional occupations are
inaccessible to the wvast majority of working women. This insccessibility takes 8
cusber of forms: unreslistic program sligibility criteris; lack of besic skille
end remedistion programs to snable women to succesd in trsining; inadequete numbers
of programs to meet the nsed; programs which channsl women into low wvege jobs; end,
inadequats progras dewigns which do not sccommodate the employment, education, and
treining nseds of working women. Inadsquate aupport systems, in particular child
or dependent cers, for women who sre working or in training is & third key barrier.
Theses berriers, takem singly or in concart, precluds wany women from seeking non-

traditional ceresr sslutions to poverty.
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Artificiesl Job Entry Requirsments

Many jobs in which men predominete sre defined besed on sterestypic "male”
sttributes end custom. Thees definitions encompess not only phyeicel requiremsnts
for sntry, but job structuring besed on s two-perect fanily model end the male route
of entry into jobs. Based on thees Stereotypes, women sust overcome such sntry
berriers ss high uppsr body strength requirsments, low uppsr ege limites to edmit-
tencs into epprenticeship treining, up-front costs of work force entry, ertificiel
worker mobility end relocetioc requirsments. For exauple, while o few skilled con-
struction relsted jobs requirs thet wvorkers have extraordinary upper body etrength--
8 decided disedventegs for most women--most hesVy constructicn work 18 now dons by
sachinery, snd the rest fs sccomplished using teams of mors than one worker. In
sddition, women, with propsr physicel conditioning end treining in appropriste
lifting, cerrying, end heuling techniques cen eignificently incresse their upper
body etrength to the levsls sctuslly required to do construction end other work.

A sscond common berrisr sncountsred by women who chooms to entsr mals occu~
petions fs the sge limit for scceptence into spprenticsble tredes--often ss low
os 18 end usually not higher than 24. WOW has ssen from fte own experience snd
thet of ite sister orgsnizetions sround the country that vomen, by snd largs, make
the decision to snter nontreditional occupstions leter than their mals countsrpsrte——
ususliy efter they heve worked in treditionslly femsle Jobs end found that they do
not earn enough to support themselves end their femilies. Many of the women who
heve chosen the WOW treining heve done eo after working es ssles clerks, ceshiers,
clericels, stc. Without the wege incr.t ves snd sxperiencs spprenticeships offer,
fow women cen enter the skilled tredes. Thus, these requi ements present major
obstacles.

The third entry berrier feced by women in the nontreditional job market is the
requirement pleced on many jobs of shift work and work which requires that the

employse be sble to trevel with the work crew  While most of the construction
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industry operates {n this fashion, this work was designed based on the model of a

male vorker with few or no responsibilities. other than monatary, for the care of
children. While WOW does not suggest thst entire {ndustries redesign the way in

which they work with the result that the work becomes less efficient and gore costly,
WOW does believe that employers must seriously analyze the reasons aome jobs are de-
signed as they are. WOW believes that child care policy, public trsnsportation sys:ems,
and other services which support workers must provide accommodation so thst women

may participate in these occupations. WOW also believes that the federal responsi~
bility for enforcing and investigating employment discrimination must extend to in~

clude a thorough review of job design and structuring which has a disparate impact on

wosdn and other protected clas B
A fourth entry barrier which particularly affects low-income women entaring
nontraditional occupations is the tremendous initial dollar outlsy required for
certain occupationa. Union and other work fees, such ss bonding, permits, etc.,
28 well as the requirement by many employers that skilled workers report to their
jobs possessing a full set of professicnal tools, sre disincentives which are nesrly
insurmountable barriera for poor women.
Inappropriate Training

Bec

8¢ of atereotypic socislization, most men and women grow up having hed very
different life experiences and work and life expectations. Thus, the women who decide
to pursue a nontraditional career sre often older and hsve had prior experience working
in & typically female job. For these women, successful entry into a nontraditional
csreer must be through a different route than that used by men. At ~dle for
women, particularly poor and working class women, is simply becoming aware of the full
range of occupational choices avsilable to them. Therefors: accurate information

aust be made widely available to counter the dearth of occupstional choices faced by
sOSt women. Compensstory treining, often not needed by males, would not only expand

woman's ausreness of tbe full range of occupational choices but would sxpose them to

Q
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the day-to-day worklife of these occupations, basic safety techniques, tool identi-
fication, etc. Our nation's training and education aystems have done only limited
vork to sufficiently expand women's occupational and career horizons. Beaides
training which includes sdequate preparstion in s particular set of job skills,
appropriste training would fnclude akills in surviving workplace hoatility (com-
batting bias), job sesrch, and career and life planning--all critical akills for a
woman to enter and survive in & nontraditional career.

Further, it has been concluded by researcher Dr. Roy Feldman and demonstrated
by woman's employment and trsining programs, that & multi~service training approach
is appropriste for rmoving low-income women into economically viable employment.
This approach is characterized by flexible and individualized training. Feldman
identifies & ser of employment prerequisites, a1l of wvhich must be met hefore a
woman can hope to achieve sc1f-support: confidence building; literacy and compu-~
tationsl akills; sstisfa.tory, svailable and stable child care; reliable transpor-
tation to {raining, child care, and vork sites; & social aupport network; health
akills and resources for children and aelf; family planning akills; marketable
vocationsl akills; and, & job offer. The first six of these are neceasary even to
complete training. In addition, WOW would add the caveat that training be based on
the sttainment of broad generic occupational skills which provide the widest array
of job options posaible to the individusl woman.

Inaccesaible Training

The numbers of women currently being served by our public employment training
and education aystem are only s small portion of those in need of services. What
programs are available are often not accessible to working poor women. Some of the
ressons for this inaccessibility are: low basic skill levels of many women whi-h
preclude their participation and/or entry into existing training programs; lack of
flexible program hours to accommodate the training and education needs of working

women; the eligibility criterfa of programs which frequently require AFDC or un~

.
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smployment etatus; end, seck of sdaquets support services--either for program
perticipstion or for the postprogram transition into s job.

Low basfc skills. WOW ehares with program operstors natfonwide the dilemma
of trying to provide quality cerssr and skills treining eervicee to poor women.
WOW's nontreditional technical treining requires & 7th grede reading end a 5th
grade math computation level as the minimum sntrence requirement. Test resulte
on math, reading and apelling for program applicents in the last 18 months reveal
great discrepsncies betwsen psrformance levels gnd the number of school years com-
pleted. The average number of school years for s WOW applicant ie 11.6, but the
aversgs covpstency level is less than 8th grede--with 26% of the women falling
below the 6th grade lavel. Since functional illiteracy fs currently defined ss
the inability to reed sbove the 5th grede level, many women csn be clessified
as functionslly illicerate. Thess women must receive remediation servicss to
benefit from WOW's treining, without which they will be considered unemployable
in jobe which hold the promise of self-support. Without the availablity of public
progrems offering educaticnal remediation help for the women we have cited, there
will slways be & eizesble population that cannot benefit from employment training
sxcept thet which leeds to unskilled jobs without benefits, s future, or a living
vags.

Working poor women who ere in need of remedistion services to either take
sdventsge of nontraditionsl treining for & new csreer or of workplace opportunities
to advsnce in their current carsers, ars faced with the painful choice of lesaving
paid employment or otherwiss unressonsbly extending their tenure in jobs which
waintein their familiae in & marginal existence.

Flexible traiming to accommodets working women. Most training programs cur-
rently opereting nontraditionsl skills treining ere designed for the full-, not
psrt-time perticipstion of individu..le. Whether free-stending, nonprofit community

- training progrems or propristary institutions, most such sites operate during the
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day and on & workday achedule. Some faw programs are available auring evening
hours, but more typically these evening classes must be supplemeuted by others
given only during specifisd houra during the business day. For women working in
poorly paid occupations, characterized by reatrictive or nonexistent leave and
aducatfonal policies, participation in training to move into 2 better job is nearly
impossible. Finally, for women who muat be respunsible for maintaining a household
which includes children or aged or infirm parents, the extended workday represented
by further schooling (and homework) and by the work involved in caring for the
household, cthia option s eliminated. Few women can afford to leave their low-wage
jobs to enter training that might result in enhanced self-sufficiency The decline
in stipends and wages from job training restricts even further the participation

of those who must support themselves and/or their families during retraining. WOW
urges Congress and state policymakers to develop legislative and programmatic solu-
tions which can provide s mirimum basis of income or other support to working poor
vomen who make the choice to participate in further training to insure economic
salf-sufficiency for themselves and their families. Training allowances, vouchers

for retraining, and individual training accounts sre important options to explore.

AFDC snd/or unemployed status requirements. Programs funded through such
public vahicles as the Job Training Partnership Act (JTPA), The Work Incentive
Program (WIN), and others, have as their target the economically dissdvantaged
population. In fact, these programs usually go further to narrow the purely
income baais for defining economically disadvantaged by raquiring that program
participants be entirely depandent on AFDC or wholly unemployad for s specified
nuaber of waeks prior to program entry.

Such entry requirements msan that many ski'ls training programs are inaccessible
to working poor women. Programs must be axpanded to include this population before
it moves to & status of total dependency. Already, some public policy response

has occurrad. When the Carl Perkina Vocationsal Education Act was teing draftad
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vorking poor women wers & primery terget for services under the new Single Parent
ond Homemaker Program. More such solutions, such ss etets end locelly fuaded
supplementes to JTPA, sre nesdsd.

Lack of edequete Support services. Support services--in perticular child
cere-~ie ot the crux of women's ebili.j to succesd in both treining progrems end
in the lebor iarket. in WOW'e own treining progrem, the svsilsbility of auppo;ts
such se trensportstion stipends end child cere heve been demonetreted es criteris
for e voman's successful treneition from poverty to self-sufficiency.

Support esrvice spsnding cepe end other regtrictions plecsd on publicly
funded progrems dictste thet sccess to thess progrems b. besed on effordebility
rether then need. WOW bslieves thet funding skills ond other treining et the
expenes of funding for support services s not only s short-eighted epprosch to
cost-effective 'job trening, but eete the ccene for feilure for s lerge populstion
of poor women.

Finslly, thers currently sxist no publicly funded solutions to the post~
ProgTes support services which women will continue to need until they heve moved
into s mors eteble financiel position. Without continued supports during job
sserch end uncil her firet peychecks, s woman has s lese fevorsble chence of making
the successful trensition to economic sslf-sufficiency. Some dreft legislecion
tergeted to welfers recipisnte doss provide for continued support during thie
criticel period. And, eome programs (including WOW) terget their fiadreteing
sfforte to provide e revolving support ssrvices or scholsrship fund to mest these
needs  Finelly, some corporetions ers begianing to consider making grents to the
continuetion of these program solutions.

BARRIERS TO CAREEK ADVANCEMENT IN WOMEN'S JOBS

But the bsrrisre end eclutions I've noted here assume the preparation and

entry of working poor women into higher wege, pmale dominsted jobs. 1I'd like to
Cas

A W e~ A

turn, for s moment, to berriers end strategies for the grester number of wouea who
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wvant to/or will remain in treditionslly female occupetions.

¢hild Care: Double Jeoperdy for Women

The 1esua of eppropriete end sccessibls child care raises a particuler
quandery for working women. On ths one hend Congreseionel reports, hesrings
end reeserch done by euch groupe es the Childrsn's Defense F:1d, among others,
indicete that there is ¢ crying need for child cere to ensble parente to fully
perticipete 1n the peid lebor force. Almost 10 million children under ege 6
heve working mothers, another 15 million children from 6-13 have mothers who work.
It 1s eetimated thet thers ere 7 million "istch key" children who heve no super-
vision sfter schoul hours.

While coete very eccording to tie age of the child, most working families

can sxpect to spend over 10% of their ‘ncome on child csre.

Kind of care Age of Child Yearly Cost Range
family day cers 0-2 $1500-3250+
. 3-5 1500-3000
center care 0-2 1750-3800+
3-5 1750-3800
6~13 900-1500

in 1984, the medisn eonual income of female heeds of household in the lebor
force with child +n under 18 yesre old wes $13,213. Ten percent of $13,213
would not cover the cost of the lesst expensive preschoo. cars. Therefore,

if & woman working at any of the typicelly female !obs sccesses informal

child cere eing reletives, neighbors, end other systems, she still hes

¢ limited number of dollers remaining to cover housing, trsnsportetion,
wedicel cere, food, clothing, cther life necessitiss. Government programs
euch ae th. Dependent Care Tex - .it heve little or no value for thoss working
women who eern below the median income levels. The limited ability of working

poor women to pay for quelity child cere has a roliover negative impect on the

" income cf snothsr pradominsntly fmll'o'cc;ipn'ttbnll class--the child cere worker

or provider.
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Despite the crying need for child care, the wagee and benefits paid to child
care providere--who are overwhelmingly female--place them in sconomic jeopardy.
Thie quandary typifise much of the eituation of women--if.e., those occupatione
for which demand exceede the eupply of workers are often thoee jcbe which per-
petuate women’'s poverty. Thue, the problem of child care as a barrier must be
diecussed from two perapectivee--that of the working woman in need of accessible
and affordable quality child care, and thet of the woman who fe the provider of
child care services.

Women as Child Care Workere. There are approximately S millfon child care
providere in the country todsy--almoet 3 million of them working tull~time.

The occupation of child care provider is overvhelmingly femnle--96%. As with
many predominantly female occupatione, the pay is typically low; average wages
for child care providere range from $2,200 to $12,500 annually, depending on
the type of child care provideu. Although the induetry hae changed somewhat
over the paet few years, with tte movement toward liceneing and increaesed
regulation and commercial child care facflitiee/services, little sconomically
haa changed for the child care worker. The industry is still, by and large,
unregulated and invieible.

One reason for this fnvieibility concerne the diversity in the settings in
which child cara fe provided: in-home, .harfd. family day care, group home, and
child care centere. A 1977-78 eurvey by the U.S. Department of Health snd Human
Servicee estimated that there were approximately 1.8 millfon home-based providers
eerving nearly 5 million children in unregulated, informal arrangements between
providere and parente, and another 115,000 regulated caregivers. 1985 estimates
by the Children's Foundation, a Washington-baeed advocacy organization for women
and children, givee roughly the same figures--betwsen 1.5 and 2 million providers
caring for 5 million children. Moet of these providers are women under age 30

. At e wswintrgn . oy -, ~

Jutth braschoo‘ or echool-age chtld};n‘;f‘}huxr own.
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Wages and Bansfits

Ths woat dirsct action Congrass can take with regard to improving the incomes
and livas of working poor women is to exsmine wage issues directly. Pay equity, &

higher siniwum wége, requirements for at lesst prorated fringe benefits for part-

|
time jobs are all strategies which could directly sffect working poor women's
wagss without grastly incressing the fadersl budget. Congress should consider
recognizing s staged progrsm for instituting such policies. While expensivs
for smployars in the shovv-tarm, in the long~term, such strategies will have a
positive sconowic impact (i.e., through lessened dependence on public sssistance

programs, expsnded comsumer and tex psying activities, etc.).

Support for Retraining

Apart from the issue of nontraditional training, another key strategy for

i
|
schieving self-sutficisucy among working poor women is support for retraining.
Whether in high-demamd, high wege occupations or in self-employment, in
v
enterprise development, or in career lsddsr oriented opportunities 1: +ors
traditional fields, such rstrsining can provids & path out of poverry. Congress
} should considsr incemtives for smployer retraining, individuslized training
| accounts, incressed funding of vocational programs targeted to this population,
and other similsr stxategies.
SUMMARY
These ars but & faw of the reslities and strastegies WOW has explored and
‘ can share with the Subcommittee today. Ws are delighted that you are asking tha
critical quastions about who is poor in America and sssrching for solutions to
~ sddress thess concems. As is clear from my &nd other testimony, for women,
the solution is not jnst & job. For many women, :this path traditionally designed
for men, may lead directly to lives spent in poverty. A more complex and compre-
hensive path will make the difference for working poor women. But 1t is in ths

economic snd human imterest of the nation to provide such paths.
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Mr. FRANK. Thank you.

Let me begn, Ms. Gregory, by asking you this. You were describ-
ing some differences between your program and the JTPA. Do I

e it you were suggesting that the publicly funded programs
would be more successful if they had more of the flexibility that
yours seems to have?

Ms. GREGORY. Yes, they would, definitely.

Mr. FraNK. In particular, one difference that struck me was—
and I would think this is one that we might get some thought for
here—on the JTPA, as I understand it, you can’t be employed,
under your program you can be. So what we have is a kind of pun-
ishment under JTPA of those who are employed and we deny them
the services that might be useful. And you’ve found that it’s possi-
ble, I gather, for women who are working to still benefit from the
training, that there is no necessary reason for it if they’re prepared
to work hard enou%l;.o

Ms. GrEGORY. Absolutely. As well as the issue of the post-pro-

am dollars. At this point, the woman leaves the program under

A and there is no money.

Mr. Frank. Well, that seems to me one of the weaknesses of the
program in JTPA. I know there were abuses in CETA, but the
notion that you take very poor people and train them and don’t
worry about how they live in the interim or don’t provide any way
for them to live in the interim I think is almost going to guarantee
that some of the people who are most in need of this training don’t
get it because it’s got to be for people who have somehow got the
resources to stay alive and feed a family or whatever for that
period of time.

Let me just ask you. Our colleague from Texas, I guess I asked if
he wanted to make a statement, and he chose instead just to insert
it in the record. But I did note that one of the things he said was
that he found the term “working poor” to be an oxymoron, that
being poor was a matter of spirit and that he believes that if you're
working full time you aren’t poor because you would have a posi-
tive spirit.

Have we exaggerated? I mean, in the experience of either or both
of you, are there people—I know your focus is on women, but it
would cover both—are there women who work fuli time who are
still poor and would consider themselves poor? The suggestion was
that people who are working full time don’t think of themselves as
poor use they’re employed.

Ms. GRrEGORY. I think that possibly it is an attitudinal problem.
However, it's very, very seriously an economic issue. The women
that come to us are women who have tried to maintain an attach-
ment to the labor market and either a child is sick or they don’t
have the frinﬁe benefits, and they recoinize the limits that they
can go to with working full time, and they are always from pay-
check to paycheck, and barely covering any expenses for a child.

Mr. FRANK. Ms. Gluckman.

Ms. GLUCKMAN. Yes, I agree. I think that it is an economic prob-
lem, that we have shifted too far in the direction of—I mean, I am
young and I can still remember when peorle used to be concerned
about poverty per se as a source of social ills. Now we seem to only
be concerned about welfare dependency.
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But poverty per se is still a source of social ills, and if a woman
works two shifts and doesn’t have the time to spend with her chil-
dren, those children are still going to suffer for that whether or not
she has the pride or self-esteem not to consider herself poor.

Mr. FRANK. The child who is not being provided for adequately is
going to feel a sense of deprivation whether the parent is fully em-
ployed or not, in terms of just

Ms. GREGORY. Yes.

Ms. GLUCEMAN. [ think so.

Mr. FRANK [continuing]. Adequate provision for the child.

I thank you both.

Mr. Nielson.

Mr. NieLsoN. Yes, I would like to ask two or three questions.

You mentioned in your report that the average age attained—or
the average educational skill level in years is 11.6.

Ms. GREGORY. Yes.

Mr. NigwsoN. The aver;dge competency level is less than eighth
grade. And you mentioned some fifth-to-seventh-grade skill levels
in mathematics and English. Let me ask two questions on that. Is
this because there is a gap in time since the women learned the
skills in school and they have simply not used them and may have
forgotten them, or is it because the education system never ade-
quately taught them in the first place?

Ms. Grecory. I think it's a little bit of both. We have some
women who have, within a year or two years of coming to us, com-
pleted high school, and they consistently score higher. But there
are still real gaps in their ability to comprehend written material
and to read at the 12th-grade level. So I would say that there are
some real gaps in the basic educational system.

Mr. NIELSON. Are you familiar with the study titled “The Nation
at Risk”? Would you agree with its basic tenets, that we have a
rising tide of mediocrity in our school system? Do you agree with
that basic conclusion?

Ms. GreGoRrY. I think that’s consistently trae. I think that there
are some specific bright points on the horizon, and there is some
innovative programming. But I certainly can’t see that going across
the board that we have been able to produce a generation of indi-
viduals who can function at a literate level.

Mr. NizrsoN. On page 3 you give us a list of reasons why you feel
the economic results for women have not been satisfactory. You
mention a number cf factors: sex discrimination, age, education, ex-
perience, occupation, industry, history of work, and union status.

Could you sort of rank those for me, at least to some extent,
which do you feel is the most important? Is sex discrimination the
most important of that list?

Ms. GreGory. Well, I would say that it's occupational segregation
with sex discrimination combined with it.

Mr. NieLsoN. Both occupation and sex discrimination?

Ms. GreEGORY. Yes, because occupations are not paid——

Mr. NieLsoN. What about union status? You say on the next
page that women who work in primarily nonunion industries re-
ceive less than 75 percent of what the women do who are in union
industries.

Ms. GrReGORY. Absolutely.
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Mr. NieLsoN. What’s the solution to that?

Ms. GrReGorYy. Well, I would say the simple solution would be to
organize and for women to be involved in collective bargaining and
for their occupations to be unionized. We know that most women
work in occupations that are not unionized, and in particular——

Mr. NieLson. Well, they don’t really have the opportunity to join
the unions.

Ms. Grecory. Right. And particularly the new occupations and
the emerging high technology industries.

Mr. NiELsON. | see.

Ms. Gluckman, I noticed you nodded “yes” on that question. How
would you resolve this problem, where women in nonunionized in-
dustries make less than those in unionized industries?

Ms. GLUCKMAN. Well, that reflects a couple of things. First of all,
I mean, I think that there are some macroeconomic issues in terms
of why manufacturing industries which are primarily unionized
are higher-paying than service industries which are primarily not
unionized, which may have to do with other things beyond merely
the fact of whether or not they're unionized.

However, given the general trend of the expanding nature of the
service sector and the contracting nature of the manufacturing
sector, we see the solution as organizing. Nine-to-Five is not a
union per se. But it is affiliated with a sister union, District 925 of
the Service Employees International Union, and we organize office
workers. And we win pay raises. I mean, to that extent, it’s that
simple—which does not mean that Government does not have a
role, let me add.

Mr. NieLsoN. Let me ask you two questions. You mentioned in
your report that about 50 percent of the women who work have
working husbands. The other 50 percent, roughly—I am not sure I
have the right numbers, Ms. Gregory——

Ms. GREGORY. Yes.

Mr. NiewsoN. About half of them, roughly, have working hus-
bands, the other half do not. If fewer women who have working
husbands worked, would that make it a better market for those
who don’t have husbands and who are the sole source of support? I
am no* suggesting we tell the wives to stay home, but I am wonder-
ing, is that part of the problem, that there are too many working
wives taking the jobs—good jobs—that might otherwise be filled by
women without spouses?

Ms. Gregory. Well, I think that some of the myth is coming out.
What we’re seeing is that more families than ever before are earn-
ing $25,000 a year and above. But they're earning it because there
are two wage earners and there are more hours tﬁm{; into labor
and seemingly less return. So moet of the women that are working
that have husbands that work, their wages are really the ones that
kelevl) the family out of poverty, above the poverty line.

r. NIELSON. So there are some male heads of households who
probabéy wouldn’t make it without the wife’s economic help?

Ms. GREGORY. A considerable number, yes.

Mr. Nmison. I was just wondering to what extent you might
want to give job preference to the female head of household. I
know one of the reasons we had job discrimination in the early
days was that we felt we had to give the man more than the
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woman because he’s supporting a family. I know that was a myth,
but it still persists in many industries. Could we also say the
woman who is head of a household should make more than the
woman who is a wife whose husband works for the same reason? Is
that possible?

Mr. FraNK. Would the gentleman yield—-

Ms. Grecory. I would like for you to say that. [Laughter.]

But I think all we're talking about is an equitable chance, and
that people be able to have an equal chance to go into training, to
be trained for jobs that are best suited for them, and equal access,
not——

Mr. NiErsoN. I am not recommending it. I am just asking, does
that same philosophy carry over, to give the woman who is head of
the household an economic advantage similar to what the man at-
tains, in fact, if not in theory?

Ms. GLUCKMAN. Sounds good.

Ms. Grecory. I would like to adopt the positive side of what you
said. I mean, I would like employers to develop an attitude where
they take women who are heads of households seriously and think,
“Well, gosh, she’s supporting some kids. Maybe I had better give
her a raise.”

However, that doesn’t mean that——

Mr. NieLsoN. I yield to the chairman. He has a sage comment.

Mr. Frank. I just want to say I think, seriously, given the law,
that it would not be ible to discriminate for the nonworking
woman in favor of worﬁzzl women. But you might if lfyou wanted to
add the working husband; that is, in other words, if the theory is
that a single wage earner were to be given preference over a mar-
ried wage earner if the other spouse was working, that would logi-
cally apply to either a man or a woman.

t 18, you would give the female head of household preference

if you were going to do it over either a man or a woman whose
spouse was working, and my guess is that would make it much
more resistible by a lot of people. But I think that would be the
nonsexually discriminatory way to phrase that.
. Mr. Nx1soN. Well, we turned down the tax reform proposal, but
is there some way we could accomplish this through the tax
system? In other words, should we give the female head of house-
hold a tax break that would be more substantial than she is now
getting? Would that help?

Ms. GLuckMAN. Well, the tax rates at the lower income brackets
have to change.

Ms. Gregory. You have to eliminate the working poor.

Ms. GLUCKMAN. You have to eliminate the tax liability of the
working poor. It’s just beyond silly that the woman in my example
receives something like $700 a year in section 8 housing subsidy
and yet carries a tax liability—it’s in the 17 percent tax bracket—
and carries a tax liability of a couple of thousand dollars a year.
It’s ridiculous.

Mr. NmxLsoN. One other question to Ms. Gluckman. You made a
rather strong statement. 1 will give you a chance to defend the
statement or elaborate on it, that, ‘“Workfare is a punitive method
of getting people out of welfare.”

. GLUCKMAN. You’re going to attribute that to me. [Laughter.]

’?6




73

Mr. NiewsoN. I believe I read that in Mr. Gluckman’s statement.

Ms. GLuckMAN. No, I didn’t make it.

Mr. Frank. That was Ms. Gregory.

Mr. NigLsoN. Oh, the other one?

Ms. GREGORY. Yes.

Mr. NigwsoN. Oh, I am sorry. Well, all right. Would you like to
try that?

Ms. Grecory. Yes. The workfare programs that we have seen
have essentially told women, “You go and fg'ou work off your bene-
fits, and as soon as you work off your benefits, you go right back to
welfare. You are not on the job.”

There is no intention to try and do any kind of assessment, to try
to do any kind of career planning, to provide the skills training
that is required to move the woman permanently away from de-
pendence on public assistance.

We consider that an economic as well as administrative loss.

Mr. NietsoN. Do you agree with Mr. Gottschalk’s comment,
“Allow women to make as much”—or “the poor,” I should say—*“to
make as much as they possibly can on workfare without decreasing
what they have otherwise”’? Would you agree with his comment, or
did you hear it?

Ms. GreGory. I heard the comment, and I would have to explore
it further. But I couldn’t see that as the only solution without the
other supports to move a woman into a viable occupation.

Mr. NieLsoN. I can say for myself and, I hope, for some others in
the Government area, tl{at we do not want to take away the incen-
tive for someone who wants to work. If they want to work, there
should be some incentive; they shouldn’t be penalized for working,
number one, either through taxation or through the loss of legiti-
mate benefits.

The second thing I would like to say is that it seems to me that
we need to concentrate on what you're doing, getting women into
higher paying categories, into professions, and other job categories
where they can compete and where the wages are higher. I think
one of the problems is that women have traditionally chosen low
paying careers. Now, maybe it’s because of the barriers we've put
up in society, but women need to get more into these other areas.

I know I used to tcach at a university, and whenever I had a
female student who graduated in statistics, she was snapped up
just like that. Ske'd get three or four times as many offers as the
male graduates, particularly if she happened to be a minority, as
some of them were.

So there are some professions where they want more and better
trained women. And so if you can encourage more to go into those
areas, I think the better of¥ you are.

Ms. GLUCKMAN. I want to just make a brief point about the train-
ing programs. Most of the training programs geared toward AFDC
recipients that we see train for the most basic level of clerical jobs.
And if you take a perspective where you see that the basic problem
is poverty and not welfare dependency, welfare dependency that is
a secondary problem of poverty, and that the wage levels of these
basic clerical jobs are poverty level or below poverty level, then
that’s clearly not a solution.
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I don’t know enough about JTPA, but I would suggest that it
have some sort of small research arm that would help JTPF-funded

rograms to develop training programs that would direct toward
getter paid jobs and also would understand that office work is
changing very fast with office automation, and that a lot of the jobs
that are being trained for now we believe will probably be obsolete
within even two decades or less than that. It's important for these
training p;ﬁrama to at least take a stab at training women for
Jjobs that will actually exist 15 years from now, particularly with
resnect to computers.
) l\!’Ir NieLson. Ms. Gluckman, what do you mean by a dead-end

Ms. GLUCKMAN. A job with no clear career path leading out of it.

Mr. Nir1soN. What makes a particular job a dead-end job?

Ms. GLUCKMAN. Well, in most firms, the clerical workers are at
an entirely different level of the hierarchy from what I usually
think of as the sort of real people in the firm. I used to be a secre-
tary in a consulting firm and there were the clerical staff and then
there were the accountants and consultants and so forth.

It was just obvious that no secretary was ever going to—she
could become a sort of senior secre , but there were simply no
career paths and no expectation that she would ever be encouraged
in any manner, shape, or form to move up. It was just a clear
break between the clerical level and the level. And most cleri-
cal jobs are like that. I mean, you can perhaps become a clerical
supervisor or something, but you can’t move into anything else.

. NIELSON. Would you consider a ganitation engineer or a
trash collector a dead-end job?

Ms. GLUCEMAN. Probably, yes. But if I am going to have a dead-
end job, I would rather be paid $10 an hour t 5 an hour for it.

Mr. NmLsoN. One of the problems I have with comparative
worth is that—there was a comic strip where a female secretary
was complaining about her job, “I see the trash collector makes
more than I do.” Her boss asked, “Would you be willing to work as
a trash collector?” She said, “I wouldn’t do it for a million dollars.”
He says, “See.”

It is a job that pays more because of the unpleasant nature of the
job. Is that part of the problem? Are women willing to go into coal
mining and other jobs that are careers where working conditions
are less than comfortable, but compensation is higher. Are they
willing to do that?

Ms. GLUCKMAN. Some women are. I think that if you spent some
time in an office, you might find it to be a fairly unpleasant envi-
ronment as well, in different ways.

However, if we believe that people should be paid according to
the unpleasantness or exposure to hazardous chemicals, for exam-
ple, or something that it carries, that’s something that car Le fac-
tored into a comparable worth evaluation. There is no reason why
that can’t be part of the evaluation.

Mr. NizLsoN. So the man or woman who is willing to go into one
of those dangerous or unhealthy type jobs should be compensated
more regardless of their sex?

Ms. GLUCKMAN. Yes. I mean, that would be one factor, sure. And
in most of the scales that I have seen, that is one factor.
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Mr. NieLsoN. Thank you, Mr. Chairman.

Mr. Frank. Thank you.

Mr. Owens.

Mr. Owens. Thank you, Mr. Chairman.

I think Ms. Gluckman might have partially answered the ques-
tion that I had in mind.

Ms. Gregory talked in terms of a program, of going through a
procedure, and at the end of that procedure you can get a job at $5
an hour or more as if it’s the routine kind of thing, and there is a
demand for the women that get the proper training and education
and then can step out into a job. Did you mean to give that impres-
sion, or am I misunderstanding?

Ms. GreGory. Well, one of the ways that the program is struc-
tured, we have our own private industry adviser group, which are
maior employers in the Washington metropolitan area, and we
look to them. We do some internal surveying. We have our own
management information system inhouse through which we con-
tinuously look at the job market and the changing job market and
rely on the employers.

Mr. Owens. But you have no problem getting jobs for people who
have been through this process?

Ms. Gnmonvﬁli%ht.

Mr. OweNs. Ms. Gluckman.

Ms. GLUCEMAN. Yes?

Mr. Owens. Ms. Gluckman you said something about some of the
things we're training people for are jobs that will become obsolete
shortly. What do you think the relationship between supply and
demand has to do with this whole problem in terms of women
being trained for jobs that are in demand, but that may be obsolete
soon, while even in a glamorous place like Capitol Hill it’s difficult
to find computer technicians.

I just wondered as women are trained for the kinds of jobs that
are in great demand now, are they able to capitalize on that
demand and get higher salaries? Is there a situation where it does
not matter what the demand is, they still have lower salaries?

Ms. GLUCKMAN. That’s a tricky question.

Mr. OweNs. Suppl'y is limited, the demand is great, but the sala-
ries still remain low?

Ms. GLUCKMAN. The jobs that——

Mr. Owens. Because women are uncrganized, maybe, or be-
cause——

Ms. GLUCKMAN. Well, women aren’t being trained to be comput-
er technicians. I mean, that’s not going to be an obsolete job, but
women aren'’t, except for in good programs like——

Mr. OwWeNs. They are not being trained?

Ms. GLUCKMAN [continuing]. Most of the training pro?ams that
we see are training in the most very basic clerical skills like typing
and perhaps word processing and stenography occasionally.

I am not saying that women’s wages are not determined in the
market, but they’re determined within the parameters of—I mean,
the market itsei; is, can we say, segregated or divided. You know,
some people have referred to a primary sector and a secondary
sector 80 that there are two separate markets where wages are
being set. Most women’s occupations, most female-dominated occu-
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pations, fall within that secondary sector, so that the tugs of the
primary sector, of demand in the primary sector are not felt as
much by them and are not as beneficial to their wage levels as
they would be if the labor market were unified.

Mr. Owens. All right.

Ms. GLUCKMAN. t's what we mean by occupational segrega-
tion.

Mr. Owens. Yes. The occupational segregation problem is there.
Can it be solved by having less segregation in the training and edu-
cational sector? As we educate people, moving into the world of
high technology where you could say jobe are becoming more
feminized in terms of being clean and neat, certainly high technol-
ogy jobs, such as polygraph specialists at the Pentagon. They need
a great number, I understand, but they can’t seem to find enough.
[Laughter.]

Ms. Grecory. That’s unfortunate.

Ms. GLUCKMAN. That may be fortunate, I don’t know.

Mr. Owens. Jobs for statisticians, in cancer research they can’t
find enough people to move fast enough on these various treat-
ments that are coming up. It’s highly technical. Is the problem
really segregation? Should we make a frontal attack on segregation
in the education sector and the training sector?

Ms. GLUCKMAN. Absolutely. And that shifting of women——

Mr. Owens. Is there segregation in the education and training
sector where women can’t get the kind of training which qualifies
them for these jobs? This is my main question.

Ms. GLUCKMAN. I am not really qualified to say. I would say,
however, that I think it’s still very true that from a very early age
women are shunted away from sciences and that continues to be a
factor in the fields where they end up, and it’s going to become
more and more important to change that.

Ms. GreGory. I would like to add that in the vocational educa-
tion system you see over 60 percent of the women and girls in that
system continuing to be trained, as compared to the men and boys
in that system, in lower wage, shorter career laddered occupations,
and even today, as much career information as we have.

Mr. Owens. Well, I find evidence that even some of the jobs
where there is great demand, the demand is there and the supply
is low, and yet the salaries still remain low. That baffles me.

Ms. GREGORY. ical of nursing and——

Mr. Owens. Yes. Right.

Ms. GREGORY [continuing). Teaching professions.

Mr. Owens. Thank you.

No further questions, Mr. Chairman.

Mr. FRANK. Mr. Martinez.

Mr. MarTiNEz. In your last comment you said, “as much infor-
mation as we have about career availability.” Who has that infor-
mation?

Ms. Grecory. Well, it's real tricky. We did some research on five
high technology industries. And as a matter of fact, the informa-
tion—there was a lot of information out there. Some of it was con-
flicting. It was held in lots of different agencies. We dealt with the
Bureau of Labor Statistics, Department of Commerce, Office of
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Technology Assessment, and essentially did some of our own analy-
8is work.

It's true that the information is not readily available, but major
associations like the Computer and Business Manufacturing Asso-
ciation, American Electronics Association and others have a wealth
of information, as do local economic developme * offices.

Mr. MARTINEZ. Would it be an absolute true ‘atement that it’s
scattered, disorganized, and uncoordinated?

Ms. GREGORY. Absolutely. You have to work to , =t it.

Mr. MARTINEZ. Would you from your experiences appreciate and
feel the necessity for national coordination?

Ms. GREGORY. Absolutely.

Mr. Martinez. Would you believe that that could lead us to de-
veloping a good work force policy?

Ms. GREGORY. I certainly think that it could be the critical com-
ponent in it.

Mr. MarTINEZ. You know, one of the things in dealing in the
Education and Labor Committee, which I am a part of, on my Sub-
committee on Employment Opportunities, it has become apparent
to me that many of the people that know of the jobs that are avail-
able guard that very cautiously because they feel that interference
in their determining who they eventually want to employ, and that
stems from certain inherent discriminations—you mentioned one—
that in certain kinds of jobs, the employer, not because of the
market demands, you know, when you talk about market de-
mands—and I was in business for myself; to me, that means that if
I want to produce a product or service on a competitive basis with
the other people that are producing that product and service, that I
have to factor in what it’s going to cost me to produce that. And
thereby, then that’s how I set the salary, wages, and the worth of
each particular job.

That's not what is really happening. It's a completely different
thing. And there are certain inherent biases in our free enterprise
system that are there, and in some attempts to overcome that, leg-
islation has been passed which I think, by and large, in the last few
years has been completely ignored and denied. And I think that
there is a need for the Department of Labor to establish within
itself an agency or department that deals with determining what
are the future employment needs of the country as a whole, where
is the training—where should the training be directed?

Ms. GREcORY. Absolutely.

Mr. MarTiNEz. How much of that should be done with encour-
agement from the Federal Government and how much should be
done with encouragement from the private sector, because ulti-
mately the private sector in the private sector are going to reap
the benefits of well-trained, well-directed people.

There was the case in point where at one point in time engineers
were thought to be the need of the future, and we trained engi-
neers till they were coming out our ears, and all of a sudden there
was a complete drop in the market for that kind of service, and en-
gineers were out of a job and some of them looking to sh~ -t them-
selves because they had developed a certain standard of living that
they could not any longer maintain.
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So that this is not new, but still we do nothing about it, and I
think there is a real need for it.

In regard to comparable worth, it has always been my impres-
gion that comparable worth means that if the so-called market es-
tablished the worth of a particular job, regardless of whether it be
a man or a woman, that thet be paid to either man or woman, but
in many cases, because we in our archaic thinking from things that
were established before, that certain kinds of jobs were done by a
woman because the woman had the skill to do them.

And I really admit that in some of those jobs, women have a
better skill to do than men do, and in that regard, talking about
what you talked about earlier, that if a particular job has a par-
ticular hazard or skill connected to it, that work should be meas-
ured in. But it’s not.

So that we need to look at those things in comparable worth that
just because traditionally that job has been descrived as a woman’s
job and a woman in the beginning was supposed to be an auxiliary
income to the household, which isn’t true any more, and even
where those 50 percent of those working women have husbands
working, if you look at the combined salaries, as you indicated,
some of whom are just above that poverty level, but if you consider
the dependencies that they have and why they’re working, they
quickly drop below the poverty line. .

You outlined one in your testimony, written testimony, about
particular individual woman, single woman who was working who
earned a certain , but if you measure expenses, she had $8 to
do any of a number of things that could not be considered luxuries
but necessities of life.

So all of those things, you know, we chose through those people
who are ing decisions ignore all of those factors in considering
v;lhat oli)s a livable wage and what is the worth of that person doing
the job.

You talk about a dead-end job, you know, I know a lot of people
that, as Mr. Nielson has said, are happy %ﬁzhng up trash. They
don’t have any higher expectation than that because you know
why? It’'s a Xnood-paying job. It provides them with all the security
they need. And that's really what it’s all about: the security we
need to maintain a reasonable standard of living, and then we
become happy in the fact that we’re productive human beings.

I don’t know how anybody can be happy and not be poor of snirit
who is not making a wage that at least gives them the security of a
decent standard of living. I just feel that way.

Thank you, Mr. Chairman.

Mr. Frank. Well, if the gentleman reads Mr. Boulter’s state-
ment, perhaps he will be enlightened, because Mr. Boulter has
ﬁ::acllxled ﬁhe virtue of a happy spint in the face of no money.

ughter.

Mr. MarTINEZ. | can remember when I had four children and I
was struggling with a low-paying job, looking to train myself in
something else 8o that I could make higher wages. At that period
of time, the only thing that gave me any hope and spirit was the
fact tha.tg knew that I had the ability to train myself for a higher
paying job.
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But in my particular situation, I was not rich in spirit, nor were
my children rich in spirit.

Mr. FraNK. The point that was made.

you.

I want to thark you both very much. This has been very helpful.

Ms. GReGoRy. Thank you.

Mr. FRaNK. Next we will hear from our panel of Alfred Kahn,
who is an economist at the Columbia School of Social Welfare; and
Mary Bourdette, who is director of government affairs at Chil-
dren’s Defense Fund. I thank you both for your forbearance.

STATEMENT OF ALFRED KAHN, PROFESSOR, COLUMBIA
UNIVERSITY SCHOOL OF SOCIAL WORK

Mr. Kann. Shall I lead off?

Mr. Frank. Yes, please.

Mr. KasN. I am Altred J. Kahn. I am a professor at the Colum-
bia University School of Sucial Work, and my field is social policy
and planning. I am not an economist. There are other Alfred
Kahns who are economists, including one who prevailed here in
Washington a few years ago.

Mr. Frankg. He worked here. I am not sure he would claim that
he prevailed.

Mr. KAHN. Yes. Well, OK. He wore a button called WIN.

Mr. Chairman, and members of the committee, I am speaking for
myself and for Dr. Sheila Kamerman, who is codirector with me of
a research program called Cross-National Studies.

For about 15 years we have been studying the social policies of
advanced industiial countries and comparing U.S. Pohcies with
them. And we have, with financial support from the Social Securi-
ty Administraticn, carried out a study on which I want to rel
today in sheddi.n? some light on the options that you face in consid-
ering the issue of the working poor.

I want to say a thing about looking at other countries before I
get specific. We don’t believe that any one country ordinarily can
copy its policy solutions from another country. No two countries
are alike, and values and preferences and political interests are
quite different, as are populations.

However, since different countries have already enacted and ex-
g:rienced different strategies, the advanced industrial world may

considered in some ways as a laboratory of natural experiments.
You can’t manipulate large social Lnolicies to do laboratory experi-
ments, but you can recognize that the world, in a sense, i¢ a labora-
tory of natural experiments and that you can learn how certain
policies turn out if you manage to look at what’s gone on in other
countries.

Social Security was invented in Europe, and imported here in the
1330’s. There are solutions ou the other side of the Pacific that
people ia industry are now looking at for other purposes and so
forth, and vice versa.

I want to say one other thing. I am mindful of the votes on tax
reform and the deficit yesterday, and I recognize that you are not
going to enact any new policies in the field in which I am talking
to you atout today. This Congress is not going to do that, obviously.
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But I regard this as a seed time, and I am here to add some ideas
to your agenda, some items that belong on an essential menu for a
society that cares about its working poor.

Basically, I am goingllto try to argue that if you look at countries
that are more successful than we in this field, you find that a strat-
egy tgfgy what might be called income supplementation is a good
stral .

That is, the assumption that people work, will be expected to
work, will be hel to work, will be trained to work, will be
helped to find work, but also that a lot of people in our society are
go' to work for low wages, wages which wxl.{J not make it possible

or them to pull it off, and that if we think that work is an impor-

tant value, that there are strategies which fit under th;lﬁeneral
rubric of what I will call income supplementation, which will make
a difference.

I want to concentrate on a studgegf income transfers that was
supported, as I said, by the Social Security Administration. It was
carried out in the United States, Canada, England, France, West
Germany, Sweden, Israel, and Australia, with research teams that
we contracted with and that cooperated with us and that had the
cooperation of their governments, in turn.

t we mean by income transfers is social insurance, public as-
sistance, child allowances, tax credits or rebates, food stamps—that
is, the ways in which public policies distribute resources directly to
individ when for one reason or another the market is not
viewed as doing the job satisfactorily.

I am not going to give you research detail. You don’t need that
from me, and it’s hard to listen to, anyway. I will file a research
report with: the hearings, but I will answer questions for you.

ut you may want to know that we picked the countries we did

use some are richer than others, some are very poor countries,
some are unitary countries, some are federal systems, and they
also had different interests in income maintenance as a way of
dealing with famailll{ issues and family problems.

What we Lasically did was to take families in each of these coun-
tries, take the same family through the wage system and transfer
sKstem in each of the countries, look at its net income .t the end of
the year, and compare that net income to the net income of the
average production worker in that country, express that as a ratio,
and then have a way to rank families.

That’s the device that makee it possible to look across and see
how will families of various categories and types fare in different
countries. A single mother who doesn’t work, a sing e mother who
works, a low-earner family, a high-earner family, a two-earner
family of the sort that the gentleman was talkm; ebout before, a
family with four kids which now renks as a large family in most of
the world, a famci;{lwith two kids, and so forth.

What we basically did was to concentrate, for your purposes, on
those families that can be thought of as the working poor. That is,
we took a family of a father and mother and two younikids, the
father works intermittently. We took a single woman who doesn’t
work and lives on welfare. We tnok a single woman, who works,
earns half of an average wage, and tries to manage. We took a
family of an unemployed family, unemployed, on work programs,
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et cetera. And then we took a family with four kids, a father work-
in%and only an average salary.

e compared how they did relative to the average worker in
their own countries. What we found should not surprise anybody,
because when you look at the working r, you discover what we
know from our census data here in the United States, and the U.S.
story is well known. That is that we have a significant subgroup in
our poverty population that does consist of mother-only families
where the mother is working, and two-parent families with at least
one working parent.

I am sorry I didn’t hear the earlier testimony here, but I am sure
somebody pointed out to you that if you take a minimum wage and
multiply it by 40 hours a week, you're below the poverty line for a
family of two in the United States. - if you're asking whether
working People have poverty, of course they do by the definitions of
what we're calling poverty and by the general agreement that this
isn’t the time to raise the minimum wage, because we’re going to
lose jobs if we do. And so the issue is, what are we going to do oth-
erwise?

The last time I looked, about 20 percent of all Americans were
poor before there were any transfer payments—and perhaps Peter
Gottschalk testified about that—and that we had both in two-
parent families and in single-parent families.

Now, with that in mind and to conserve your time, I will simply
make a few feneralizations about a few family types. If the gentle-
men would look at the chart at the very last page, you can see
some of the numbers that I will be referring to, but I think I can
{;ake the point even for people who don’t want to watch the num-

TS,

We used New York and Pennsylvania for the United States be-
cause we decided that we would deal with States that have rela-
tively generous welfare benefits and relatively generous ways of re-
lating food stamps and welfare. At the time that we put this to-
gether, New York ranked as one of the five or six top States, de-
pending on what category you used. Pennsylvania was about a
third down in distribution.

And we stop at that point because we discovered that all
States in the United States that ranked behind Pennsylvania
ranked behind all the other countries in the study in their generos-
ity to the working pobdr.

That is, as a country, we have not undertaken to do anything in
the realm of concern with working poor. And that's why I wanted
to give you a bit of a menu today of what these conntries do.

I won’t read numbers at you, except to say that Pennsy!vania
ranks last. New York ranks in the middle. The generous countries
are France and Sweden. England and Canada are somewhat up
above. But Germany is usuallf' third.

Australia and Israel rank lower down, but usually not as badly
as we do in some things for the whole country but usually not as
well off as New York. Israel is a much poorer country, of course,
than the United States.

Australia has a means-tested social insurance program; that is,
even Social Security benefits are means tested, as 1s unemployment
insurance in Australia, and so you wouid expect them to rank low
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in generosity. They are a sort of an egalitarian country of a frugal
sort, if you want to characterize the way in which they deal with
these things.

But the thing that you notice when you look at these families
and compare them is, first, when you look at a family where a
single mother is working and has two children—that’s 2A on that
chart—except perhaps in Germany, where the taxes were very
heavy, she is always better off in every country than the welfare
mother. That is, even if she’s earning half of an average wage. She
is always better off even in the United States, if you have a gener-
ous State like New York at the time, with a decent welfare level
plus food stamps. And we didn’t even give financial value to public
housing because it isn’t uniformly available. We only took the enti-
tlement programs.

On the other hand, if she’s living at home on welfare and not in
the labor force, then she’s down there and looks very bad compared
to all the other family types.

As you know, in the last 5 years we’ve cut the generosity of wel-
fare benefits to the working poor by decreasing income disregards.
And so this margin becomes less satisfactory than it was, although
Congress reestablished partially for the first 4 months, as you
know, last year, in 1983.

Sweden is far more generous than we are because—and this is
what I want to get to—they have family allowances, housing allow-
ances, advance maintenance payments, et cetera, as do scme of the
other countries.

If you look at the family—and I am cutting this because I want
to hit the generalizations in a few moments—if you look at the
family of the intermittent worker—that is a man who ends up
having earned half of an average wage in the course of a year and
he has two kids and a nonworking wife—he is treated relatively re-
spectably in a place like New York because we have a general as-
sistance program for which he is eligibile that is at the same level
of AFDC.

But if you put him into a State like Pennsylvania and most of
the rest of the country, he’s way down there because you don't
have general assistance or it’s much less generous.

Here is where it makes a great difference to be in Sweden, Ger-
many, or France where you have family allowances, housing allow-
ances, and some other programs that I will mention.

I do not want to act as though you're dealing with generosity
here, because if a family of two comes out ranking satisfactorily
ana a family of four comer out ranking somewhat better, if you
translate it into per capita, then the unemployed father or the
intermittent worker is sustaining his family at a very low level,
but nonetheless, again they’re doing better than we are for most
family types.

The Europeans and the Israelis also treat large families—that is,
low-earner intact families with more than the average number of
children—as vulnerable. But we don’t in the United States. That is,
we have no programs for which they are eligible, nor are there any
special benefits available to them unless they are so low that they
might reach the food stamp eligibility level.
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The Europeans J)rovide family allowances and housing allow-
ances to them, and they keep that family of four children in the
relatively respectable position in France, Sweden, and Germany.
England and Israel are not so generous as that.

ese summuary statements require additional information if you
want to interprat them. First, the working single mother with two
children does not need public assistance anywhere except in the
United States, Canada, and Australia. That is, if she’s working and
she has access to some of the supplements I talk about, she does
not require public assistance.

On the other hand, the irregular worker’s family—that is, the
up-and-down—may also get public assistance for a brief time. And
in none of the other countries does the large family require or re-
ceive public assistance. There is a token amount in Sweden under
certain circumstances.

What did we conclude from ail this, before giving you the specif-
ics about programs? First, those who work are always better off
than those whe live on income transfers, whether you call them
welfare or whaiever else.

Second, those without children are always better off economical-
ly than those with children, no matter whai these countries do by
way of income transfers, child allowances. Anything that *hey do
never makes up.

That is, people who are raising children are indulging in a con-
sumption good, so to sr-ak, in all societies, even though the society
might think of them as a long-range investment if it cares about its
labor force, its army, its congress and anything else.

However, the generous countries, as far as vulnerable families
are concerned, are those wiliing to insure some type of income sup-
plementation for the working poor. The most important Erograms I

ould like to mention briefly are: children’s allowances, housing al-
lowances, advanced payments of child support if the father doesn’t
pay it or doesn’t pay the full amount in single-parent families.
Available as a last-dz’tch supplementation is public assistance in
some places, AFDC or SSI, or general assistance in our country,
but SSI doesn’t affect these families, of course.

We stress here that in accounting for the different financial bur-
dens of workers, what is most important is the availability of these
supplements that add to modest earnings that don’t substitute for
earnings as a way of managing.

A word or two about each.

I running out of time?

Mr. FRANK. We are. Yes, if you can sum up in a couple of more
minutes.

Mr. Kann. OK. Two minutes.

First, children’s allowances, given to every child. In sensible
countries, a decent amount of money. In the U.S. model, taxable, or
perhaps a tax credit instead Jf the exemption in the tax system.
Children’s allowance.

Second, housing allowance, recognizing that the market doesn’t
produce housing at a rate that middle-income ple can afford in
most large cities. Therefore, the desire to provide in the form of a
voucher a s:pplement to pay rent, something like what the present
administration has recommended in its Housing Voucher Program,
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but as an entitlement rather than as a very small program avail-
able to only a small number of children.

Third, advanced payment of child support; that is, a guarantee
that if the wife or the unmarried spouse, has gone to court, or if
the court has called for child support, if every effort has been made
to collect it, the society advances the support as an investment in
the children and takes on the collection task for itself. It works
very well in a large number of countries.

What is accomplished through all of this—and my testimony has
information about the standard of living, about the amount of
money that’s involved in each of these and about the results in
terms of country ranking and so forth. What is accomplished is you
make it possible for people tv work their hardest at the skill level
that they have, to be self-respecting, self-supporting members of
the society and to be given either universal benefits that are tax-
able so that you don’t really let rich people end up with them, or
income-teshec{ benefits that are high enough to be acceptable, like
student loan-type of levels of eligibility, housing allowances, and so
forth, but again as taxable benefits so that you're not wasting
money. On the other hand, you're treating your society as a unified
group cf people in which it’s unusual to be fully dependent on
income transfers, except if you're fully disabled or reached an age
when you can’t work, et cetera.

The expectatior. in all these countries, by the way, is that moth-
ers of young children will work, and it’s acceptable, et cetera, and
for that, of course, you have to support the child-care recommenda-
tion I heard here earlier, do something about parental leaves, ma-
ternity leaves, parent leaves, generally, and those sorts of things
for transition periods.

I will stop now and answer questions.

{The prepared statement of Mr. Kahn follows:]
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INRCOME SUPPLEMENTATION AND THE WORKING POOR
Alfred J. Kahn and Sheila B. Kamerman,
Professors, Columbia University School of Social Work
and Co-Directo:s,

Cross-Bational Studies of Social Services and Family Policy

Chairman Frank and Members of the Subcommittee:

We appreciate this opportunity to draw upon both the results of
our eight-country collaborative study, funded largely by the
Family Assistance Research Program of the Social Security
Administration, and upon several of our related comparative
policy studies, supported by major private foundat{ons, to
address some of the social policy challenges currently faced by

our society.

We do not believe that one country can, ordinarily, copy its
policy solutions from another. However, since different
countries have already enacted and experienced diff-rent
strategies, the advanced industrial world may be considered in
some way as a jaboracory »f natural experiments. We have
attempted to utilize a pattern of cooperative international
research, involving expert teams in all countries, to assemble

data about societal learning in several fields.

Here, at your initjative, we concentrate on relevant material
from a study of income transfers in the U.S. and seven other
major western industrial societies. The countries are: U.S.,
Canada, England, France, West Germany, Sweden, Israel, and
Australia. Income transfers are defined to include s8ocial
insurance, social assistance, child allowances, and tax credits
ur rebates. 1In short, they are the ways in which public policy
distributes resources (cash and cash-equ valents 1like food

stamps) when the distribution of resources through the market is
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viewed as inadequate.

To conserve time and spare the Subcommittee a recital of
technical research detail, some of the highlights of this study
are in a previously published article appended to this
testimony. ("Income Maintenance, Wages, and Family Income®, from
Public Welfare, Pall, 1983). A full report of the study findings
is available in a published book, a monograph, and ten policy
articles .in various journals. These, too, are listed in our
research program's Consolidated Publication List, which follows

this testimony.

However, to understand and assess the data to be offered and
the policy conclusions drawn, the Subcommitte will want to know
_the following: Our countries vary considerably in wealth - as
measured by per capita GNP; we have representation from both
federal and unitary governmental structures; the countries vary.,
as well, by their explicit commitments to employ income transfers

in a coordinated way to implement family policy objectives.

The study considered how various types of families with young
childrzn (those with one or two parapta: thnge with one. two, or
four children - and with no children, to provide contrast), with
different labor force status among parent3 (employed, unemployed.
not in the labor force), and with six different wage levels
(ranging from no wage to three <times average wage) fared
economically, 1Its focus was their situation at the end of a year

of receiving earnings and government income tranafers after

Hu
ERIC
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payment of taxes. A second focus was on the .‘ypes of transfers
used in different countries as well as on the alternative
approaches employed in providing transfers. We drew up a
selection of fifteen family types, making them standard in
marital status, labor force status, number and age of children,
work history, and wagje as proportion of each country‘'s average
wage. (See Appendix for Tables 1 and 2) We also jidentified ten
major income transfer programs in the countries studied. Not
every p;ogram exists in every country. For purposes of
comparison we assumed that all who qualified for a benefit both
claimed and received it, although we realize that this is not

necessarily the case,

For today's purposes, we have ascembled materials from the
research. related to the working poor. The Subcommittee has
access to recent poverty rates from the Census Bureau and does
not need us to remind it that despite the feminization of poverty
and the growth of child poverty, there is a significant subgroup
in our poverty Population consisting of mother-only and
two-parent families with at least one working member. Indeed,
about one-sixth of all poor children (2.3 million}! live in a

family with at least one working parent.

This may be discouraging but should occasion no surprise. Our
society does not set wage rates with a view toward people‘s
needs: the single man with no dependents and the fa‘her of five

youn3 children in an intact fami.y may be on the same assembly

ERIC
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.

line earning the sgame wages. There is some international
experience with a family wage. We refer you to Australia which
abandoned it and to the Netherlands, where the base wage is set
with a family in mind. We in the U.S. prefer wages in the
private sector to be set in the market place. We do not raise
the minimum wage to ensure above-poverty income to all full-time
workers. By current poverty guidelines from the Census Bureau,
even the\$3.35 hourly minimum wage ($6969 for a full year) would
not quite keep a family of two out of poverty if only one member
worked. By the last available analysis, over 28 percent of all
Americans were poor in 1984 (18.5 percent of families and 36.1
percent of unrelated individuals) before public policy entered

with income transfers and tax aids.

With this in mind, we invite your attencion to Tables 3 and 4,
reproduced in the appendix from our article in the journal Public
Helfare, Fall, 1983. The numbers tell you what portion of the
average production worker's wage is available to each family type
in the course of the year in each country. Inter-country
rankings of "generosity" are provided. Relevant to today's topic

are:

- Family 3A - A two-parent, two-child family with one employed

parent earning an average wage.

- Family 3B - That same family but with a father who works

irregularly and groseces vne-half the average wage.

ERIC
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- Pamily 2A - A single mother, raising two children, but

earning only halt the average wage.

- PFamily 6 - A two-parent family with the father in the labor
force, earning an average wage, and the mother at home, with

four children.

Por purposes of our study, families 2A, 3B, and 6 are the
working poor. As you will see subsequently, some countries
regard family 3A as requiring t:ansfer payments, too, if children

are to be reared at an adequate level.

“Generosity" is here meant only to describe the income level of
a family in a given country compared to the annual net income of

the average production worker,

To read the tables you need to understand why we report on both
Pennsylvania and New York. At the time of the study, New York
was one of the most generous five or six states in its public

.assistance levels, the exact rank varying with the measure used.
Pennsylvania tended to be about one-third the way down into the
distribution. We also collected data for Alabama and Tennessee,
but tae analysis revealed quite early that benefit levels of
vulnerable families .in Pennsylvania were less generous than those
in all other countries. The rest of the U.S. lagged further. We
therefore report only New York and Pennsylvania. You will want
to recall that the {amilies in groups 5 and 7 shown in the tables

are high earners or chilaless., For such relatively affluent
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famiiies, we in the U.S. compare well - because our income taxes
an¢ social security deductions are relatively modest by

international standards.

Let us now look at Family 2A, the low-earner, single parent
witbk two children. Excepc perhaps in Germany where taxes - since
that time revised - were heavy, clearly, she is far better off
than the welfare mother of 1A. The New .York results are
dramatic.. The result depends on AFDC income supplementation,
food stamps, income tax rates, and the Earned Income Tax Credit.
Life on AFDC alone, for family 1\ where the mother is at home and
not in the 1labor force, is a far less generous option.
Currently, decreased earnings disregards and 1less credit for
child care costs in New York would make the comparative 0O.S.
picture of tbe low-wage, working mother 1less satisfactory.
Sweden is even more generous to family 2A; we shall comment later
on the family allowances, housing allowances, and advanced
maintenance payments that supplement this mother's earnings.
Here, we stress the U.S. mother and her children as better off
financially than the family completely dependent on social
(public) assistance. {7e note, however, that we have not
included the value of the welfare ncther's medicaid coverage.)
Indeed, on a par capita basis, the single mother who is in the
workforce provides her family with a better standard than does

the father in 3A,

Now look at the family of the man who works irregularly (3B).

g4
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Again the New York picture is, comparatively, respectable, but
Pennsylvania and most of the U.S. trail all the countries. New
York's home relief allows public assistance support but rot
Pennsylvania's. It makes a big differernce. Here, Sweden and
France, countries which employ income transfers to implement
explicit - if quite different - Iamily policies, are in the
lead. The critical program differences are family allowances and

housing allowances.

But we have focused on the income of the family as a unit. On
a per capita basis this family ig not better off than most
unemployed families or even those single-parent families
completely dependent on transfers in some countries - or only a

little better off than they are, in others.

The U.S. jurisdictions lag particularly in- response to the
four-child family (6). Here, New York ranks seventh among the
nine jurisdictions and Pennsylvania is tied for eighth place with
Australia (where almost all income transfers are income-tested

and, thus, not generous).

The Europeans and Israelis treat large families - low-earner
intact families with more than the average number of children -
as vuinerable too, but not the U.S.. The y.S. families are not
eligible for public assistance or food stamps, nor are there any
other special benefits available to them. The Europeans provide
generols family allowances and housing allowance aid. Thesge

income supplements keep family 6 in a comparatively respectable
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position in France, Sweden, and Germany. U.K. and Israel are the
middle jurisdictions, On a per cazpita basis, however, we found
that only the welfare mother, the unemployed, and the irregular
worker's family are relatively worse off than the large family
aven though in that family there is one wage earner working full

time and earning an average wage,

These summary statements require additional information for the
findings \to have meaning. FPirst, the working single mother with
two children (2A) does not need public asc.stance anywhere except
U.s., Canada, and Australia. On the other hand, the irregular
worker's family (a family nowhere well-targeted with consiatent
policy) needs and receives it in Sweden, Germany, and Isra:.. as
well as in New York. The large family does nct require or

receive social assistance (except on a token basis in Sweden),

Are there any lessons in all of this? First, we must introduce

two of tre stndy's general conclusions:

Thosa who wo.k are Lestter off economicaliy than those who

depend completel’ on income transfers.

- Those withour chiildren are better off econumicully than
those with children - and transfers do not compensate

sufficiently to undo that fa-t,

However, the generous countries, as far as vulperable families
aze concerned, are those willing to ensure sogme types of income
supplementation for the working poor. The most important
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programs are children's allowances, housing allowances, a.d
advanced payments of maintenance for children 1n single parent
families (or 1in reconstituted families)., Available, but less

significant. and stigmatized, is public assistance.

We stress here, that in accounting for the differential
financial burdens of workers, what is most important is the
availability of income transfers that supplement - add to -

earnings when they are moriest,

Sixty-seven countries, including every major industrial country
other than the U.S., compensate somewhat for the costs of rearing
children by sharing in thess costs through family or child
allowances. These allowances, provided either as cash transfers
or as tax credits, vary in several ways among countries but,
generally, are universal rather than income-tested payments, and
are worth about 18 percent of average wage. France also adds a
family allowance supplement, income-tested, but ava.lable to
those with a child under age 3 or three or more chi’ iren, well
into the income distribution. It carries no stigma, (France
changed, and expanded its supplementary family allowzices since
our study was completed; a new iaw was passed in the veginning of

1985.)

The other major form of income supplementation is the housing
allowance, an income tested but non-stigmatized entitlement which
recognizes that often the market cannot produce standard housing

at costs that average and low earners can afford. Those who pay

l(j 57-365 O—86——4
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above a reasonable portion of their earnings for rent or towards
taxes, interest and mortgage amortization, may receive cash
payments according to a sgcale which considers family size and
income. (The Reagan Administration's housing voucher proposal is
not urilke this but would be a small program, not an

entitlement.)

To illustrate the value of these income transfers employed to
supplement the income of the working poor: in France the
combination of the family allowance and housing allowance
entitlements increases the income of the 2A family (single
working mother) the equivilert of one~third the average
production worker's wage (APWW), For the irregular worker (3B),
the increase i3 37.4 percent of the APWW and for the four-~child
family (6), the combination of the family allowance and housing

allowance is equal to 63 percent of the APWW,

In Sweden the equivalent value of the allowances, as compared
to the net APWW are: family 2A, 33 percent; family 3B, 33

percent; family 6, 55.6 percent.

The income of the typical "non~problem™ family 3A, the family
often described as the “traditional family", with a working
father earning an average wage and an at~home mother and two
children, is supplemented to the equivalent of 27,3 percent of

APWW in France and 29.6 percent of APWW in Sweden,

The advance of maintenance (child support) payments is
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especially important to the single parent families. This benefit
was very significant in Sweden at the time of the research and
since then has been developed more extensively also in France,
Germany and Israel (and also in Austria and Denmark, among the
countries not in our study)., Through administrative agencies and
the courts, the government protects the rights of children in
separated and divorced families, as well as in families without
marriage, to payment of financial support by the absent parent.
Bouever,\if the absent parent does not pay support, government
makes rejular payments, usually at a level above the welfare

budget, and itself undertakes the collection,.

what is accomplished through thesz and related entitlements is
a buttressing of earned income, usually to a standard well above
that which is achieved by current policy in the U.S.. Food stamps
and AFDC achieved economically similar results in the generous
statez before 1981, but with stigma. Most states, however, were
not 8o generous. Moreover, even in the generous states, these
benefits have since been cut back somewhat. What is central is
the fact that even if income-tested, some supplements -
especially housing allowances - may be pitched relatively high
into the income distribution ( in a fashion analogous (o U.S.
student loans). Furthermore, the most important supplement, the
children's allowance, ir not income-tested at all; it is a
universal benefit, Zor all children. The availability of these
benefits encourage lone single parents to work and help them do

their best as respected menmbers of society, while ensuring some
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supplementary contribution to the childrsn's living standards.
In all of these countries national poli.y also ensures access to
medical insurance or medical service as well, so that there is no
need to remain medically indigent, in fear that a small increase
in earnings will cause a larger cut in medical care - for the
children. Wwork on the part of mothers of young children is also
supported by extensive public subsidies for child care and

pre-school for the 3 to 5 year olds i1n the leading countries.
A

We offer these conclusions and recommendations:

1. Income supplementation is effective social policy where the
objective is simaltaneously to encourage work as the main source
of family support, yet to protect the level of living of low

earners wno are parents with young children.

2. We would do well in the U.S. to give serious consideration

of appropriate forms of

- children’'s allowances
housing allowances

advance on maintenance payments for child support.

3. Public assistance and food stamps are well developed U.S.
forms of supplementation but their availability as income
supplements has been unwisely curtailed in recent years. The
Congress has made some corrections over the past two years but

needs to go further.

1ov
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Family IA  Single mother, unemployed; two
chidren. age two and seven. (These
ages apply to afl chidren, except n
Family 6, where two addrtional chidren
are three and five.)

Family 2A  Single mother, separated; employed at
half an average wage. two chidren.

Famiy 2B Same as Family 2A but father con-
tnbutes amount equal to doubte the
amount paid for child allowance for one
child, one year (twice AFDC allowance
in the United States).

Famiy 3A°  Two parents, one earner at average
wage: two chidren.

Famiy 38 Same as Family 3A, but earner works
wregularly at half an average wage.

Family 4A  Two parents, one unempioyed earner:
two chiidren

Family 48  Same as Family 4A, but earner s on a
work-tramng program.

Famiy 4C  Same as Family 4A, but earner s
unemployed for thirteen months.

Family 5A  Two parents. two earners, one at
average wage and the other at half an
average wage: two children

Family 58 Same as Family SA, but one parent
earns an average wage and the other
twice the average wage

Family 5C  Same as Family SA, but mother 15
unemployed

|
4
Table |. Family Types

wage. four chidren

Family 7A A married couple: one earner at
average wage, no children.

Famiy 78 Two parents. two earners, one at
average wage: the other at three.
quarters of an average wage, mother
home on maternity leave. infant born

Family 7C  Same as Family 7A, except husband
unemployed and wife earning an
average wage
|

' Family 6 Two parents, one earner at Average
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TABLE 2
“Core” Income Transfer Programs, by Country

Family Housing Social Child Unem- Other un-  Chiid Food Refund- Maternity
(chiid) allow- assis- suppori  ployment  employ-  allow- Stamps able benelits
allow- ance tance (govt) ingur- ment ance tax

Country ance ance benrelils supp. credils

Sweden X X X X X Xo X

W Germany X X X X X Xe X

US.—N.Y X X X X

US.—Pa X X X

France X X X X X X

Canada X X X X

Australia® X X Xe

UK X X X X

Israel X X X X

& We clzssily Australia under unempioymenl assisiance and social assistance even though one could debale jusl how these income-lesied
benelits shouid be regarded

b Labor markel assistance

€ Unemploymen! assisiance
pl

Nole. We here yse generic names 10¢ programs and ignore what are significant distinctions For example, the British child oenelil Is not the
same as the FAG child allowance, the Swedish advance maintenance granl is quite different from the israeli alimony payment —as the
lex! subsequenily shows
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Table AB-2. The Percantage Contributions of Various Transfer Programs to Net Tearly
Income: Family 2z - Sole Parent, Mother, Earns Half an Aversge Wags

us- Us- Aus-
Prograns Sfwedan FRG NY Penn Franca Canada tralis UK Iarsel

Family

allowsnca 10.1 13.1 - - 8.4 5.4 5.8 16.9 12.0
Family

sllowancs

supplement - - - - 15.3 - - - -
Bousing

allowance 16.7 8.2 - - 13.9 - - 7.9 -
Unemployment

inguranca - - - - - - - - -
Uoexploymsent

assistance - - - - - - - - -
Social

assistancs - - 28.5 6.9 - 4.1 23.5 - -
Refundabls

tax cradits - - 3.6 5.2 - 8.4 - - -
Advance main-

tenance 21.8 - - - - - - - -
Food stamps - - 8.2 4.7 - - - - -
Matarnity

benafit/grant

(statutory) - - - - - - - - -
Other - - - - - - - - -
Fathar's

Contribution - - - - - - - - -
Zarnad in-

come minus

deductions

and taxes 51.3 78.7 59.7 83.2 62.4 82.1 70.7 75.2 88.0

Total 99.9 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.
2 of APWW 123.1 70.9  100.8 69.2 87.8 75.9 78.8 83.0 n.

w o
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TVable 3. intarcountry Compartsens: Generosity to Differsnt Family Types (as a Percentage) Compared with

Net income of Average Unmarried Production Werker

[ eeeR————

Country Family Types

[
1A 24 23 3A 38 4A 4 &« A 3 K ] I n €

fweden 0 157 151 1331 1026 1212 1242 1165 1700 2581 1630 1641 1034 (550 1907
Germany 673 709 763 1197 875 8950 990 212 (671 2752 1410 1480 (100 491 1740
USNewYork 549 1008 (008 1118 %22 700 77C 656 1558 2603 1302 1164 1070 1168 133§
US Pern “40 692 753 1096 725 672 €4S 539 1568 2719 1323 1130 (062 079 (464
France 786 678 1034 1369 930 1011 1045 1127 1808 3103 (808 1726 1079 15i5 1799
Carude 525 759 755 1142 730 768 763 558 1650 2091 1419 1235 {049 1215 141
Aurtrabe SO0 788 821 1072 797 643 814 643 1559 2698 1072 HI7 1026 1040 1026

V13 Si7 830. 916 1204 809 741 (054 653 1773 3243 1539 1316 1091 1345 1510
kraet 500 715 801 1129 864 679 701 549 (715 2868 1265 1324 1043 124, 12¢
Notts —Nn = 1000 Cowwrws ars uied n order of dverage ncome (par capts GINP) whecn ranged v 1979 from $11 930 (or Sereden and

$10H0 for e US w 34340 ler the UK andl 34 170 for broet

PUBLIC WELFARE / FALL 1900 -

1A 24 28 A ¥ LA & K A 58 ¢ A ™ X
Sweden | | | 2 | | | | 4 9 2 2 8.5 | |
Germary k] 75 7 35 4 k] 4 3 S S 45 3 15 3 k]
US New York 4 2 k] 7 3 6 65 45 8 8 7 7 45 7 7
US Pen 9 ’ 85 8 85 75 ¢ ’ 8 6 6 85 45 L] 6
France 2 k] 2 i 2 2 25 2 | 2 | | k] 2 2
Canada 5 6 85 S 85 4 65 75 6 k] 45 6 65 6 4
Austraka 75 S S 9 7 9 5 6 8 7 9 85 85 9 9
Uk 6 4 4 FEI ) H 25 45 2 | k] 45 IS 4 H
el 75 75 6 6 5 75 8 75 3 4 8 45 65 S ]
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Mr. Frank. Thank you very much, Professor Kahn.
We will hear now from Mary Bourdette, of the Children’s De-
fense Fund.

STATEMENT OF MARY BOURDETTE, DIRFCTOR, GOVERNMENT
AFFAIRS, CHILDREN’S DEFENSE FUND

Ms. BourpETTE. Thank you, Mr. Chairman and members.

It's particularly ironic that the subject of my testimony today is
the impact of Federal taxes on the working poor, because the Tax
Reform Act that was defeated in the House yesterday wculd have
provided more assistance to the working poor than any piece of leg-
islation that has been considered in some long time in Congress.

Let me begin, however, by saying that we all know that the pov-
erty rate has increased dramatically since 1979, and particularly
for children where over 20 percent of the children in this country
are now poor. Children in all types of families are more likely to be
poor today than ip 1979. And particularly relevant for the hearing
today, children in families in which parents are working are more
likely to be poor today than several years ago. Fully one-sixth of all
the children in poverty-level families have at least one parent
working {ull time, and one-third of all poor children in two-parent
families have at least cne parent working full time.

Certainly, no longer is employment a guarantee against child
poverty in this country. And many, many reports, including a new
one oy the Joint Economic Committee, have shown that families
are working mucn harder in recent years but are simply not
makinyg it. The biggest income loss for most families with children
has occurred between 1979 and 1985.

It's very important, I think, to recognize that during the same
period of time, since 1979, families who are struggling to support
their children on poverty-level wages have also been subject to an
enormous increase in their Federal tax burden. More and more
families at poverty level and below are paying a greater and great-
er share of their income in Federal taxes.

One of the ways this is measured is by comparing the income tax
threshold, the point at which families begin to pay taxes, to the
poverty line. And while up until 1979, the income tax threshold
was more than 16 percent above the poverty line, by 1985 it was
more than 16 percent below the poverty line, and it will continue
to %rop below the poverty line unless changes in our tax system are
made.

So our Federal tax system not only impoverishes families and
creates an additional obstacle to their escape from poverty, but it
certainly detracts from the amount of money that families have
available for the support of their children.

We recently conducted a study, which I hope you will enter in
the record, entitled “The Impact of Federal Taxes on Families in
Poverty.” I won’t go into many of the statistics, but needless to say,
approximately half of all families in poverty now pay Federal
income or Social Security taxes, and for many of these families
ilé%r Federal tax burden has as much as quadrupled or more since
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So that now. a two-parent family of four at the poverty level
pays as much as 10 or 11 Xsrcent of its income in Federal taxes, in
combined Federal taxes. And a single-parent family of four, again
with poverty-line wages, pays even more, perhaps 12 percent of its
income, in Federal taxes. e families in this country are alsc
taxed at a disproportionately higher level.

The Federal tax system not only drives already-poor families into
poverty, but it drags families just above the poverty line into pover-
ty as well. According to census data, in 1982 our national poverty
gur2s would have n 7.3 percent higher if Federal taxes had
been taken intc account in determining poverty, and we would
have had 8 percent more children in poverty if family income took
Federal taxes into account.

Now, that’s just Federal taxes. State and local taxes add even
more to the burden of low-income working families because State
and local taxes are even more regressive than Federal taxes.

Joseph Pechman, who is a tax expert in Washington, has ﬁgured
that the poorest 10th of the population pays an additionai 11.3 per-
cent of its income in State and local taxes, and that’s on top of its
Federal tax burden.

We might ask why, given the enormous tax cut in 1981, that the
poor are paying more in Federal taxes, why the poor and the near

r are the only income group who have had an effective tax rate
increase since 1979. It is use despite the tax rate decrease in
1981, a greater share of the income of the working poor is subject
to Federal taxation now than it was in 1979, 1980, or 1981.

As the income tax threshold drops, the poor are paying a greater
share of their income in Federal taxes. And this is because, despite
the rate cut in 1981, Congress failed to adjust the personal exemp-
tion, the standard deduction, or zerc-bracket amount and, most im-
portantly, the earned-income tax credit. It is those provisions that
are most important for the tax burder on the working poor, not
the t-x rate itself.

T _.refore because of the lack of adjustment in those provisions
in 1981, the poor are paying a larger share of their income in Fed-
eral taxes. And without an adjustment, they will continue to say
an eve;xedgreater share in the future. The income tax threshold is
estimated to drop to about 22 percent below the poverty rate by
1988 unless taxes are adjusted.

Now, there are all kinds of strategies that could be adopted to
assist the working poor with their Federal tax burden. The goals of
such strategies aie fairly clear and actually have been endorsed by
all points on the political spectrum.

Both conservatives and liberals alike seem to agree that the
working poor ought to be exempt from Federal income taxes alto-
gether and have a substantial portion of their Social Security taxes
offset as well. That’s what we have been historically doing with our
Federal tax system, but we are no longer doing it as a result of in-
flation and a lack of adjustment in tﬁose provisions I mentioned.

The working poor can be exempt from Federal taxes through an
adjuetment and increase, a substantial increase, in either the per-
sonal exemption or the sta..dard deduction, or both. We feel it is a
more efficient approach to substantially increase the standard de-
duction rather than the personal exemption because the standard
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deduction is primarily directed to low- and moderate-income fami-
lies. While an increase in the personal exemption would help fami-
lies in poverty, it would helg_ all working families regardless of
need and therefore is an inefficient approach to bring tax assist-
ance to the working poor.

It would take a fairly large increase in the standard deduction
and/or the personal exemption to exempt the working poor from
Federal income taxes, but both the Presideat’s plan and the Ways
and Means l’gﬁroposal that was reported out of committee and on the
floor yesterday would have exempted virtually all working families
in poverty from Federal income taxes.

e most efficient approach to offset Social Security taxes is
through a substantial increase in the earned income tax credit, and
this is a tax credit that is exclusively available to low-income work-
ing families with children. It was enacted in 1975 as a work incen-
tive, and it was directed toward potential welfare recipients, fami-
lies who are t?'ing to support their children, single-parent families
or two-parent families.

At that time, it did offset a substantial jrortion of the working
poor’s Social Security taxes. But like the decline in value in the
personal exemption and zero-bracket amount, the EITC has lost
almost half its value since 1979, and no longer offsets Social Securi-
ty taxes for the working poor.

It would take a substantial increase in the EITC to once again
offset a substantial portion of their Social Security taxes, and that
is something that we would recommend. The number of families
who are claiming the EITC has dropped substantially since 1979
despite the peak in poverty in 1933. One million fewer families
were eligible for that credit in 1983 than in 1979, and unless that is
adjusted, fewer and fewer families will be able to claim it.

A working family of four at the poverty level in 1986 will be in-
eligible for the earned income tax credit, a tax credit specifically
designed for those families, unless that tax credit is adjusted up-
war(tl,smbefore that time. It looks unlikely, given the status of the
tax bill.

We would recommend a substantial increase in the earned
income tax credit alo;;g the lines of that proposed in the Ways and
Means proposal, in order to offset the Social Security taxes of the
working poor.

I have attached to my testimony a chart which indicates the ben-
efits that would result to working poor families, various types of
families, from the Ways and Means tax reform pro that was
on the House floor yesterday. As I say, the President’s proposal
went a long way toward helping these families, but the Ways and
Meane bill built upon the President’s plan.

There are various other tax strategiec which might be explored—
I know you don’t have time today—that weuld provide additional
assistance to the working poor.

The tax strategies to assist the working poor seem to be some of
the few strategies that both the right and left agree to support. The
earned income tax credit has long been supported by Ronald
Reagan, who, in fact, advocated such an approach in 1972, when he
was Governor of California. Jack Kemp in his tax reform plan has
made the earned income tax credit a centerpiece of his tax reform
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plan, and through that plan attempted, although not as much as
the Ways and Means Committee proposal, to provide income sup-
plements to the working poor through the tax system.

Robert Carlson, who was formerly a welfare adviser to the Presi-
dent, has also testified on numerous occasions on using the tax
system to assist the working poor.

So it is one of the strategies that I think we have in Congress,
some agreement among all sides, and I hope we can move forward.
It would be most unfortunate if the tax reform proposal dies, be-
cav it was one of the ways that we could provide vitally needed
tax assistance to the working poor.

We hope that next year we will provide a look at the earned
income tax credit and have legislation that just addresses that sub-
ject.

Thank you.

[The prepared statement of Ms. Bourdette follows']
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PREPARKD STATEMENT or MARY BOURDETTE, DIRECTOR, GOVERNMENT AFFAIRS,
CHILDREN's DerFEnse FUND

I. Introduction
The national poverty rate has increased dramatically since
1979, peaking at over 15 percent 1n 1983 -~ a 32 percent 1increase 1n : he
number of Americans poor 1n Just four Yyears. In 1984, 33.7 million
people in this country had incomes at or below the official federal
poverty level, and 13,3 million were children, Over 20 percent of
America's children are now poor. Children 1in all types of families
are more likely to be poor today than in 1979 -- 1including
Children in black families
Children in Hispanic families
Children in white families
Children in two parent families, and
Children in single parent families
Especially relevant to today's hearing, children 1n families
in which parents work algso are more likely to be poor today than
in 1979. Fully 1/6 of all children in poverty live 1n families 1n
which at least one parent works full time, 1including 1/3 of all poor
children in married two parent families. Having a working parent
is no guarantee against poverty.
A recent report of the Joint Fconomic Committee also stated that
"Fami1li1os with children are working harder to ;old the line but for
the most part are not making 1t. By far the biggest 1loss 1n income

for most families with children came between 1979 and 1985."
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It has been during this vety same period of cime -- 1379 to
1985 -- that federal taxes on families struggling to support their
children on poverty level wages have skyrocketed as well. Since
1979, more and more families earning poverty level wages are paylng
a greater and greater share of their meager incomes 1n combinad
federal {income and Social Security) taxes. 1n fact, while the
income tax threshold exceeded the poverty line 0y more than 16 percent
1n 1979, by 1986, it will be more than 16 parcent below the poverty
line for a family of four, mean'ng that famil.es of four will begin
paying federal income taxes at earnings of only $9,573 1n 1986. Our
federal tax system thus significantly contributes to the impoverish-
ment of millions of working Americans, creates an additional
ob;tacle to their escape from poverty, and lessens the money
available to them for the support of theitr children. A full and
appropriate federal response to this problem 1s both necessary and

long overdue.

II. Federa) Taxes on the Working Poor

The Children's Defense Fund issued a White Paper 1n April, 1985

-- The Impact of Federal Taxes on pPoor Families ~- which details the
substantial federal tax burden that has be2n 1mposed on working

families in poverty since 1979, and outlires an agenda for full and
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equitable tax relief for them. The following statistics 1llustrate
the seriousness and magnitude of this problem:

e Approximately half of all families in poverty now pay
federal 1ncome taxes Oof Social Security taxes or both.

e The amount of federal taxes paid by individual families 1n
poverty has increased dramaticlly since 1979 -- for many
families the federal tux burden as a percent of tneir 1rn-
come has more than quadrupled.

e A two parent family of four with poverty level earnings
paid less than 3 percent of 1ts 1ncore in combined federal

taxes in 1979, and will pay approximately 1l percent of 1its
income in federal taxes in 1986.

e A single parent family of four -- usually headed by women
already suffering from disproportiorately lower wages and
higher child care and other expenses =-- bears an even
heavier federal tax burden than a married two parent family
of the same income and familv size. A sirgle parent poverty
level family of four will pay approximately 12 percent of
its income in federal taxes 1n 1986 or $1,369.

The federal tax system not only drives already poor working
families deeper and deeper 1nto foverty, but 1t pushes the 1income of
the near poor below the poverty level as well. Census Bureau
figures indicate that the number of persons 1n poverty would have
increased by 7.3% or 3.2 million persons in 1982 1f the count of
the poor were based on after-federal tax income. The child poverty
rate would have increased by more than 8 percent that year .f federal
taxes were deducted from family income.

In addition to federal taxes, state and local taxes further

impoverish low income working families. A noted tax eapert, Joseph
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Pechman, has figured the effective state and local tax~ra:e in 1985
for ten income groups. Reflecting the extremely regressive nature
of state and local taxes, Mr. Pechman's figures 1indicate that the
poorest tenth of the population pays 11.3 percent of 1ts income 1n
state and local taxes, while the richest tenth pays 6.9 percent.
The overall federal, state and local tax burden on low income
working fam.lies therefore consumes an extremely large and growlng

portion of the the disposable income of the working poor.

ITII. wWhy Federal Taxes on the Working Poor Have Increased

Federal taxes on the working poor consist primarily of the
Social Security payroll tax and federal income taxes. Social
Security taxes are levied at a flat and regressive rate, currently
7.05 percent of employee wages up to $39,60) per year. The factors
detérmxnxng the amount of federal income t:ixes paxd‘by various
families are complex, but it 1s the personal exemption, }he
standard deduction {or zero bracket amount) and the Earned Income
Tax Credit (EITC) that are most important for calculating the
federal tax burden on low 1ncome working families.

While Social Security taxes have been steadily rising 1n
recent years, the poor are paying more of their i1ncome in
federal taxes primarily because Congress and the President have
neglectec to adjust those tax provisions most important to low
income workers. Coupled with inflation, the lack of adjustment in

the personal exemption, the standard deduction, and the EITC 1n the
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Economic Recovery and Tax Reform Act of 1981 (ERTA) more than offset
for the poor and near poor the positive henefits of the rate
reductions in that legislation. Inflation pushed up the

poverty line, and the wages of the working poor, but without
commensurate adjustment 1n these provisions, a greater share

of the income of the working poor became subject to federal taxation
each year. The result has been higher effective tax rates for this
group and this group alone. All working families 1n poverty pay
more federal taxes :today than 1n 1979, and many famili~. earning up
to approximately 150 percent of the poverty rate have had their
federal taxes increase as well, Moreover, the closer the family's
earnings to the poverty line, the larger has been the increase in
effective tax rates.

The additional economic hardship imposed by the federal tax
system on working families in poverty will continue to escalate 1in
the years ahead, albeit at a somewhat reduced rate, unless federal
legislative responses are forthcoming. The working poor, therefore,
have an enormous stake 1n the current national tax debate, and 1in

the tax refo:m proposals currently pending before Congress.
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Iv. Feceral Policy Response to the Tax Burden on :he Working Foor

Numerous strategies are avallable to relleve the harsh federal
tax burden on low income working families. The goals are clear, and
have been endo:sed by 2 wide spectrum of tax experts and
policymakers alike:

1. To exempt al)l famllies with lncomes at or below the poverty
line from federal income taxes, and

2. To offset a substantial portion of the Social Security
payroll taxes on the working poor.

Federal legislation to achieve these goals will simply restore the
working poor to their 1979 tax status, and repalr the economic
damage imposed upon them by our federal tax System since that time.

l. The exemption from federal income taxes for those least able to
pay -- families in pcverty -~ has been historically achieved through
a combination of the personal exemption and the standard deduction
or zero bracket amount. Because the value of these provisions has
been seriously eroded by inflation since their last adjuatment 1in
1979, they no longer fulfill this obtjective. wWhile indexing for
both provisiona begins this year, a substantlal increase in one or
both 1s required to once again exempt the working poor from federal
lncome taxes, and restore the income tax threshold to a point above
the officlal federal poverty line.

The personal exemption is currently the only federal tax pro-
vision that differentiates tax burden by familiy size, but it 1s
also a pro-ision that 15 available to all taxpayers regardless of

need. Whlle a large increase ln the personal exemption would assist
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the working poor, 1t would be an extremely costly and inefficient
mechanism for tax relief for this group of taxpayers.

A more cost-effective and targeted approach to exempt the
working poor from federal income taxes 1s through a sizeable
increase in the standard deduction for all types of households.
The standard deduction is available only to non-itemizers,
primarily low and moderate 1ncome taxpayers. Currently, for
exanple, 94 percent of taxpayers with incomes of $10,000 and below
do not itemize deductions, and B0 percent of those with 1ncomes
between $10,000 and $20,000 are non-itemizers. Conversely, less
than 2 percent of taxpayers with incomes of $200,000 or more use
the standard deduction instead of 1itemizing. Substantially
increasing the standard deduction will therefore not only exempt
the poor from income taxes, but will primarily target the tax
assistance to those most 1n need.

It is egpecially important to raise the standard deduction
for heads of household to the same amount for married couples
f1ling jointly 1in order to close the currently inequitable tax dis-
parity between these two types of families of the same size and
income. This would also provide additional tax assistance to an
increasingly poor and vulnerable segment of the population --

female headed families.
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Approximately half of all families 1n poverty are headed by
women, and nearly half of all able-bodied single mothers with
children under six attempt to support their children through
employment. Over 20 percent of these women worked full time 1in 1984
and paid up to 12 percent of their income in federal taxes. A large
1ncrease 1n the standard deduction for single heads of households
would relieve much of the tax burden on female headed families and
provide them with critically needed assistance for the support of
their children.

2. A substantial portion of the Social Security payroll
taxes of working fam:lies in poverty can be offset by an expansion
in the Earned Income Tax Cred:it (EITC). The EITC 1s the single
most important tax provision for low income working families with
children, and any federal intervention on behalf of the working
poor should focus attention on this cred:it.

The EITC was originally enacted to offset a great portion of
the Social Security payroll taxes in order to counterbalance the
highly regress:ve nature of that tax on the working poor.

Designed as a work 1incentive for potent:ial welfare recipients, Lhe
credit was and remains exclusively availeble to low 1ncome married
couples and single parents supporting children. Senator Russell
Long (D-LA), sponsor of the EITC, said 1t was necessary to provide
tax relief to those persons who were "too poor *" pay income tax,

but who still pay social security tax.”
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The EITC 1s currently available to families with children, and
with earnirngs up to $11,000 per year. The amount of the cred:t 1s
determined by a sliding scale based upon 1income and Lrrespective of
family size, and the maximum credit of $550 1s available to eligible
families earning between $5,000 and $6,500 per year. A parent with
three dependent~ who earned the minimum wage for full time
year~round work would be eligible for an EITC of $493 1in 1984,
lifting family income from 66 percent of the poverty line to 70
percent of the poverty line. 1In 1983 (the lates. year for which
figures are available) approximately 6.2 million families received
an average EITC of $286.

The original value and purpose of the EITC has been seriously
undermined in recent years as the amount of the credit and 1its eligi-
bility levels have not been sufficiently adjusted to-keep pace with
inflation. Just as the personal exemption and standard deduction no
longer exempt the poor from federal income taxes, no longer does
the EITC offset a substantial portion cf the Social Security taxes
of poverty level families with children. Total EITC benefits have
declined by 54 percent since 1979 and many poverty level working
families, especially large poor families, are now excluded totally
from the credit. Despite the peak in the poverty rate in 1983,
close to 1 million fewer families received the EITC that year tihan
in 1979. Participation will continue to drop in the future as all
families of four with earnings at the poverty level will be denied

eligibility for the EITC 1n 1986.
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A substantial expansion of the Earned Income Tax Credit isS
necessary to provide tax relief and economic assistance to low
1acome working families with children. According to the Joint
Tax Committee, eligibility for the credit should be extended to
families earning up to $16,360 per year 1n 1986, with the maximum
credit 1increased to $818, simply to restore the EITC to 1ts 1979
value. Such an adjustment wnuld benefit approximately 11 million
families, almost doubling the nunber helped by the credit.

Other adjustments 1n the EITC could provide additional assis-
tance to working poor families as well. We have propcsed adding a
dependent allowance to the EITC 1n order to remedy the dispropor-
tionately harsh tax treatment of large poor families. Such an
approach would also help low i1ncome working families with child
care and other expenses associated with the support of their chil-
dren. Others have suggested making poor single workers eligible for

the EITC as well.

V. Tax Reform

Most of the major tax reform proposals provide significant cax
assistance to low 1ncome working families through adjustments 1n the
personal exemption, standard deduction and Earned Income Tax Credit.
None, however, fully restores the poor to their 1979 tax statqs, nor

fully adjusts the value of the EITC for 1ts loss to inflation since
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that time. Nevertheless, the tax system is a critical vehicle for
supplementing the earnings of working families in poverty and tax
reform efforts hold great promise for helping this segment of the
population.

The President's tax reform plan took a giant step toward tax
relief for the working poor through increases in the personal exemp-
tion, standard deduction and EITC. Together these provisions would
exempt all poverty level working families from federal income taxes,
and would provide most with a small offset against their Social
Security payroll taxes as well. As indicated in the revised charts
to our White Paper, the President's plan would reduce the federal
tax liability for a poverty level fanily of four to approximately
S percent of its income in 1986. '

The Bouse Ways and Means Committee Tax Reform Act of 1385
(H.R. 3838) now pending before the House of Representatives builds
upon the President's plan to provide even greater assistance to low
income working families. The Ways and Means proposal exempts all
poverty level working families from federal income taxes by
increasing the personal exemption for them to $2,000 and by
increasing the standard deduction for married couples‘to $4,800 and
for heads of households to $4,200. More than 6 million taxpayers
will be removed from the income tax rolls, and the income tax
thresbold will be brought once again above the poverty line as a

result of these provisions.
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The Ways and Means bill also provides working poor families
with a substantial offset against their Social Security taxes as
a result of its proposal to extend the EITC to families earning
up to approximately $16,000 by 1987, with the maximuin credit of $757
provided to families earning between $5,000 and $9,000 1in 1987.

As indicated 1n the attached chart, a married two parent family

of four with 1987 poverty level wages will have its overall federal
tax liability limited to approximately 3 percent of its income,

over 4 percent less than its Social Security tax liability. A single
parent family of four with the same income will similarly have 1ts
federal tax liability limited to 3 percent of 1ts income, gaining
more than $1,000 in disposable income 1n that year alone. H.R. 3838
will provide over $13 billion in direct assistance t; poverty level
working families over the next five years. This income supplement
is on top of the additional income made available to these families
as & result of the increases in the personal exemption and standard
deductions. The indexing of all provisions important to the poor
will also ensure maintainance of this support in the futur:. The
Tax Reform Act of 1985 thus becomes one of the most important pieces
of federal legislation in decades to assist'wothng families 1n
poverty.

Assistance to the working poor through the tax system has
received widespread support from representatives of the entire politi-
cal spectrum. Conservative politicians and policymakers have long
endorsed the exemption of the working poor from federal 1income

taxes. Ronald Reagan initially advocated the EITC concept in 1972




E

119

while Governor of California. Representative Jack Kemp (R-NY) has
made assistance to the working poor a centerpiece of his tax reform
Plan, aad explicitly tied the EITC to Social Security tax rates.
Robert Carleson, former welfare advisor to the President, has
similarly advocated assistance tc the poor through the federal
income tax system. Liberals, such as Representative Charles Rangel
(D-NY) and many others have also consistently introduced and
supported proposals to provide income supplements and cash
assistance to the working poor through the federal income tax
system.

Utilizing the federal income tax system can be an effective
strategy for meeting many of the basic needs of the working poor,
and current tax reform proposals offer a critical opportunity for

immediate intervention.
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Mr. FRANK. Thank you.

Obviously, we're not the committee with tax jurisdiction, but I
think this is relevant because in dealing with the Labor Depart-
ment, one of the responsibilities is to alleviate the working poor,
and it would be fruitless, I think, for us to say the Labor Depart-
ment should spend a lot more money on a lot more of these pro-
grams and then simultaneously find that a lot of it is being taxed
away.

So I think that it’s relevant in the broader sense, if we are going
to understand what kinds of areas we think the Labor De: ent
ought to be moving in and having a sense of the overall policies
there. I just mention that, because obviously we don’t have the tax
jurisdiction, that you cannot intellectually segment the policy rec-
ommendations and if we're going to make intelligent ones in the
area of JTPA, employment training, workfare, or anything else,
the tax implications o{?imt are very important.

I have had people talking about a more humanely defined work-
fare type situation, or one which was subjecting those people to
these kinds of tax problems, it becomes very problematic and it
has, obviously, a great deal to do with incentives and other things.
I just wanted to make it clear that that is the contexi in which we
are talking about this.

I appreciate very much what you had to say.

If there is no objection, the supporting materials that both the
witaesses mentioned will be included in the record.

Other than that, I have no further questions.

Mr. Nielson.

Mr. NieLsoN. Yes, I have a number of questions.

First of all, Dr. Kahn, is it?

Mr. KanN. Yes,

Mr. NieLsoN. How do the income tax and other tax rates of the
United States, Pennsylvania, and New York, compare with these
countries for which you’re comparing the benefits?

Mr. KanN. They vary significantly. That is, several of those
countries, like Sweden, as you know, and Germany, have much
higher marginal tax rates than we do. France, on the other hand,
has very low personal income tax. They spend lots of money in
income maintenance, but they use other tax bases than the person-
al income tax. Personal income tax is low.

Mr. NieLsoN. Let’s talk about the total taxes paid to the Govern-
ment. How do we compare?

Mr. KauN. I don’t have my charts with me here. But we are
around the middle, if you add everything up. That is, if you put
together a combination of real estate tax, excise tax, value-added
tax, other things that people pay, we are not the highest and not
the lowest.

Mr. NieLsoN. That’s in comparable societies, I assume? I just
want to make it clear that we're talking about other industrial so-
cieties, comparable societies.

Mr. KauN. Only the countries I am talking about, yes. That is,
it's a very difficult comparison because the issue of wKat to count
a%ways enters when you deal with tax. Housing .ax, real estate tax,
et cetera.
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But clearly, several of these countries are very high taxers.
Sweden, of course, is the extreme illustration. But several are low
taxers, like France.

Mr. NmxisoN. I appreciate your statement that it's always better
to work than be on welfare. I appreciate that. Some people say that
a person is better off staying on welfare than to try to work. And I
am glad to see that you feel otherwise.

Are those with few children better off relatively than those with
a large number of children, in every country?

Mr. KABN. And those with no children do best.

hMl‘; NizLsoN. In other words, children are an expensive luxury
then?

Mr. KanN. They're a consumption good, in a sense.

Mr. Nmmison. OK. You say that a woman working at half wage is
always better off than thz one on welfare. That seems to conflict
with the statement of Ms. Gluckman earlier, that a woman who
has a job at half piy has a much harder time than one who is on
welfare. There is no incentive for her to work ‘nder those circum-
stances.

Mr. KAnN. Yes.

Mr. NieLson. How do you account for th: . difference?

Mr. Kann. Well, I was accounting for it by the sum total of
things that happen in these countries. That is, if you can both be
on half a wage and have family allowances to help you with your
chiidren and—

2ir. NIzLsoN. But we don’t.

Mr. Kann. We don’t. Nonetheless, we have had in AFDC, you re-
member, an earnings disregard, where you kept a third of your
salary completely, you got some work expenses off, you got child-
care expenses off. The calculations here were done before the cuts
in OBRA 1981, which cut that back significantly. In 1983 Congress
put some of it back.

Nonetheless, if you add work expenses at a decent level, some
help on taxes as was suggested, and child care costs, you do come
out better even on welfare, but not much. For example, in Pennsyl-
vania, if you were a welfare mother you were living with two chil-
dren on 44 percent of the net income of the average production
worker. If you were working, however, you had 69 percent. You
were still better off, you see.

On the other hand, in Sweden, the difference was between 93.8
and 123.1 percent. So the gaps vary, but the combination of these
supplements makes the difference. And that’s part of my argument
as to why you create a very attractive work incentive by these sup-
plenll:ia(xllsts and raise the standard of living in families that are rear-
ing .

Mr. NieLson. Well, relatively speaking, I got from your testimo-
ny that a family of six—that is, parents and four children—only
needs help in this country.

Mr. Kann. No, [—

Mr. NieLsoN. You suggested that a childran’s allowance or a tax
credit rather than an exemption might help solve that problem.
Could you elaborate on thst?

Mr. N. Yes. I made the point that——

f
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Mr. NieLson. I have some interest in this. I have 20 grandchil-
dren. [Laughter.]

Mr. KanN. It’s the problem of the Tuy on the assembly line with
four kids, earning whatever the hourly wage is, and next to him is
a single guy with the same wage, and then they go home with that
pay. Now, they pay somewhat different taxes, as you know; that is,
the thing is weighted somewhat. But the tax difference doesn’t
begin to make up the difference between them. The rest of these
countries, therefore, say, “We will supplement the way in which
you support those kids.’

Those kids, in effect, may be a consumption good. I say we treat
them as a consumption good, but in reality we care about kids in
this society, and the way in which they eat makes a difference in
the way they earn and the way in which they earn makes a differ-
ence in how productive the society is. It even makes a difference in
what kind of army it has and so forth.

Therefore, the philoso;t)lhy is we will let that family have help
with its housing and with its income. The father is going to work
his damnedest, but we’re not going to let that family fall below a
decent standard if he’s a low earner.

And we are the only country on that list that does nothing for
that family. And if you look at that table, you will see that the
“Family Six,” which is that family, lives at a lower percentage of
the wege of the average production worker in the United States
than in all of the rest of those countries.

That is, if you take New York and Pennsylvania and Australia,
which I warned you about, if you divide that number by 6 and see
what the per capita is and then compare it to the per capita of|
let’'s say, the “3A,” which is a family of just the average typical
family of father of two, you see they're living at a pretty low stand-
ard, and the supplement brings them a little bit closer to a decent
standard in those countries.

Mr. NIELSON. One criticism, finally, on table 2 on page 99. When
you list the other unemployment benefits payable in the other
countries, and the housirg allowance particuf’arly, you seem to
leave out JTPA training programs, you leave out some of the hous-
ing supplements and things of that nature, such as public housing,
that are available in this country.

Mr. KanN. Yes. We leave out many things which are not entitle-
ments.

Mr. NiisoN. Your blank doesn’t mean there’s nothing done,
does it?

Mr. Kann. No. It means that it’s nothing that everybody can
count on, and that’s the way in which we compare it: What can
every member of that society count on in that category. And none
of the programs that have been mentioned in this last comment
can be counted on. That’s what makes it a part of the standard of
living. We’re talking about entitlements.

Mr. NigLsoN. The chairman wants to move on to the next panel,
and I will try to accommodate him.

Ms. Bourdette, on Children’s Defense Fund, I have a number of
questions there.

Mr. FrRANK. Go ahead.
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Mr. NieLson. First of all, you are disappointed, obviously, that
the tax reform package was not considered. Are you aware that
there are some other alternatives that might have been consid-
ered? Were you aware of the Kepublican alternative?

Are you aware, for example, that in the current law for a family
of four, the threshold for tax is $7,990; under the Roster.kowski it
was $12,800; under the Republican alternative it would be $14,260,
zvhl;ig’h would be sheltered from taxation? Are you familiar with

t?

Ms. Bourp=tTE. I am famliar with some parts of the Republican
alternative, although I believe under the Wags and Means proposal
the threshold for a family of four was $14,475.

Mr. NiersonN. My table may be wrong.

Ms. BourperTE. But certainly the low-income provisions of the
Republican alternative were extremely beneficial to working fami-
lies as well.

Mr. NizrsoN. And then for a head of househoid with two depend-
ents, under Rostenkowski, according to this table, is $10,200 and
the Republican alternative is $11,440. So either of those two plans
would have been substantially improved over the $5,720 we’re talk-
ing about now.

. BOURDETTE. As would the President’s proposal as well. All
the tax reform proposals made substantial improvement in the
plight of the worlfing poor.

Mr. NieLsoN. What do you estimate would be the total cost of all
the recommendations you have made? Now, I know that’s a diffi-
cult question. You have suggested a number of things that need to
be done. You have s a tax credit. You've suggested decreas-
ing the tax liability, increasing the number of Government assist-
ancg’ programs. Do you have any idez how much that would all
cost!

. Ms. BourpeTTE. In terms of my tax proposals, yes. The earned
income tax credit proposal, fcr instance, recommended in the Ways
and Means bill and the Republican alternative. It would cost ap-
proximately $13 billion over 5 years. The entire cost of the Wa
and Means proposal for low and moderate income families would
have cost $30 billion over 5 years for all families under $20,000 a
year. 1 don’t have the cost breakdowns—I am not sure they’re
available in terms of the various provisions of the Republican alter-
native.

_ I have available the cost figures for the varivus proposals includ-
ing for instance, doubling the rersonal exemgtion from $1,000 to
$2,000 and ~1n make them available to you if you wish.

Mr. Nieitson. You indicate there has been a substantial tax
burden increase imposed on working families since 1979. But your
data on tax rates are different from those of Dr. Gottschalk. Have
you had a chanca to vck&pare vykar ji&bers sith his ratesi

Ms. BourpETTE. I thought I had from his initial testimony that I
had earlier, unless he has supplemented that, I had a copy of his
testimony quite earlier. Depending on——

r. GorrscHALK. There was one change which we had, one
minor change.
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Ms. BourperTeE. You know, the tax rate varies substantially by
the number of dependents, the type of family, whether it’s a single
head of household or a two-parent couple filing jointly, as well as
the exact level you’re counting, and the year.

Mr. Nmm1soN. You show consistently larger effective tax rates
than Dr. Gottschalk does.

Ms. BourpeTTE. For what year? I will have to compare his data.

Mr. NizLsoN. 1978 on each year—

Ms. Bourperre. Most of my data comes from the Joint Tax Com-
mittee.

Mr. Nx1soN. We can straighten that out. I am aware that some-
times one can get two different conclusions from the same data. We
seem to have slightly different conclusions.

Mr. GorrscHALK. Can [ just speak on that just for a moment?

Mr. NizLsON. Yes.

Mr. GorrscHALK. I think the point where we do totally agree is
that the tax burden has been increasing, and I think that that was
the thrust certainly of my comments. Again, the fact that we can
measure things, we can look at different family sizes and maybe
get slightly different numbers.

The point is that the tax liability has increased and that’s where
we are in fact in agreement.

Mr. NIELSON. Are you including Social Security in yours?

Mr. GOTTSCHALK. Yes.

Mr. NizLsoN. Both of you are.

I have some other questions. I think I will submit them for the
record. Would you be willing to answer these questions if I submit
them to you?

Ms. BoUuRDETTE. Certainly.

Mr. Niz1soN. And I would like to submit the same questions to
Mr. Gottschalk.

Mr. GOorTsCHALK. Yes, sir.

Mr. Nix1soN. Thank you.

{Information to be furnished follows:]
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Chiidren's Defense Fund

122 C Sireet, NW
Washington, DC 20001

Telephone (202) 628-8787

February 24, 1986

The Honorable Howard C. Nielson

U.S. House of Representatives

1229 Longworth House Office Building
5

Washington, D.C. 2051
Dear Representative Nielson;

Thank you for your letter of February 6, 1986 requesting
additional information on the working poor, in follow-up to
Chairman Frank's hearing on this subject in December.

Your interest in lov income working families is greatly
appreciated, and the responses to your questions are attached.
I look forward to working with you and your staff on this issue.
Please let me know if you would like any further information,

Sincerely,

‘W
Mary Bburdette

Director, Government Affairs
MB/rm
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QUE:'TION #1

On page 3 of your written statement, you argue that if the nurber
of poor was determined based on after-federal tax income, the
poverty rate would have increased by 7.3 percent or 3.2 million
people in 1982. If we were to change poverty measurement
accordingly, wouldn't it be even more accurate to include non-
cash government assistance when determining an individual's
actual annual income and their relative position to the poverty
line?

ANSWER

The measurement of poverty is an extremely complex subject.

Numerous studies, conferences and hearings have focussed on this
!
for many years, involving hundreds of research, policy and
statistical experts from around the country. The Committee on
Post Office and Civil Service, Subcommittee on Census and
Population, for example, recently held a series of hearings on
the measurement of noncash benefits, and I would refer you to
the record of those hearings for a sample of the many and
complicated issues involved in measuring different types of
noncash benefits for a determination of poverty.

After-tax income is one of the least difficult measurements,
and my testimony referred to this measure solely to provide
further illustration of the tremendous impact of federal taxes
on the income of low income working families over the last few
years. I would not recommend a change in the poverty definition,

however, without greater study and analysis of the many complica-

tions involved.
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QUESTION #2

Wouldn't raising the standard deduction for heads of households to
the same amount for married couples filing jointly (as you
recommend on page 7 of your statement) poOssibly encourage the
formation of more families headed by a single parent and par-
ticularly by a female single parent?

ANSWER

I am aw-re of no evidence to suggest that equalizing the
standard deduction for different types of working families with
children would encourage the formation of single parent families,
particularly those headed by women. In fact, until 1975, the
standard deduction wags equalized for all types of households --
and as you know, the great increase in single parent families
has primarily occurred since that time.

Few single parent families are formed by choice. Considering
the greatly reduced income of single parent working families
headed by women, compared to the income of twc parent working
families, it would be difficult to suggest an economic rationale
for the formation of female headed families. =qualizing the
standard deduction is one means to assist lower income single
parent families who are struggling to support their children
through work. It is a recognition that the costs for these
families to maintain a household and support tiieir children are

equal to (if not greater than) those incurred by a married couple.
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QUESTION #3

What other measures besides changes in the Federal tax code would
you recommend for dealing with the problems of the working poor
and their children? What would you estimate to be the costs in
lost Federal tax revenues of all of the recomnendations you have
made to deal with these problems, such as decreasing tax liabili-
ties and extending eligibility for the Earned Income Tax Credit?
ANSWER

Numerous other suggestions were made at the hearing to
provide additional assistance to the working poor. One important
suggestion is to increase the minimum wage. Low wages have
increased poverty and made the struggle of poor families harder.
Among adults who are not disabled, elderly or single parents
nurturing small children, more than two-thirds of heads of poor
households worked either full-‘ime or part-time during all or
part of 1984, This included more than half of all single heads
of poor households -- and fully 80 percent of men who head poor
households. But working no longer means an escape from poverty,
and the stagnation of the minimum wage is one major reason.

The minimum wage has not been increased since 198l. As
a result. a minimum wage worker in 1986 is taking home less than
four-fifths of what he or she took home in 1980 -- when adjust-
ments are made for inflation.

By comparing the declining value of the minimum wage to
the inflation-tied rise in poverty levels, the following chart
shows how this drop has pushed many American families into poverty.
This means that the more than 4 million American hourly workers
who earn the minimum wage and the nearly 2 million with hourly
earnings !-low the minimum wage are not making nhearly enough

money to provide a family with the basic necessities of life.
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Annual
Earnings For Full-Time M{nimum
Hourly 2,000 Hours®' Work Poverty Wage Earnings As
Minimum (50 Weeks of 40 Level Percent of Poverty
Year Wage Hours) (3 Persons) Level for 3
1964 $1.25 $2,500 $2,413 103.6%
1969 1.60 3,200 2,924 109.4
1974 2.00 4,000 . 3,936 101.6
1979 2.90 5,890 5,784 100.3
1980 3.10 6,.'00 6,565 94.4
1981 3.35 6,770 7,250 92.4
1982 3.35 6,700 7,693 87.1
1983 3.35 6,700 7,938 84.4
1984 3.35 6,700 8,277 80.9
1985 3.35 6,700 8,589 (est.) 78.0
1986 3.35 6,700 8,934 (est.) 75.0

Indeed in 1984 more than 11.4 million Americans with hourly
wages were paid at ruch low rates less than ($4 an hnur) that in-
come from a full-time job would be insufficient to bring a
family of three out of poverty. In 1979 the total with such
inadequate wages was 2.8 million.

The cost to the federal government of increasing the mini-
mum wage is minimal.

The costs of the tax recommendations included in my testi-
mony are as follows: (1) Increase the Earned Income Tax Credit
to makz up for its loss to inflation -- approximately $15 billion
over five years; (2) Add a dependent allowance to the EITC -~

approximately $2.5 billion over five years; and (3) Equalize the

Standard Deduction for Heads of Households to that allowed for
Married Couples filing jointly -- approximately $5 billion over

five years.
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QUESTION #4

To iacrease public assistance and to reduce the tax liability of
lower-income earners, we would probably have to raise taxes for
other workers. Since the middle class pays by far the largest
portion of Federal income taxes, wouldn't increasing their tax
burden also reduce their expendable earned income, and thereby
push them closer to the poverty line? Couldn't this possibly
increase their need for assistance and therefore the need for
even more Federal tax revenues?

ANSWER

It would certainly be counter-productive to provide tax
relief to poverty level working families, while pushing even
more families into poverty through an increased tax libailiby
on them. Rather,tax reform proposals, including H.R. 3838 as
passed by the House, and the president's Tax reform plan,
substantially reduce the tax liability of lower income working
families, without any commensurate increase in the tax liability
on middle income workers. This is accomplished through base
broadening and loophole closing to better ensure that all taxpayers
pay their fair share.

An increase in public assistance payments can also be
accomplished without increasing the tax liability of working
families. To put this in perspective, it is perhaps useful to
recognize that the President's proposed increase in military
spending this year is more than the entire federal budget for
the Aid to Families with Dependent Children (AFDC) program and
Food Stamp program combined. Thus,a substantial increase in these
basic benefits is possible by a shift in spending priorit.es

from the military to low income children and famlies.
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Mr. Frank. Thank you, Mr. Ninlson.

Let me just ask one further question with regard to the income
dlsreﬁard and other things you mentioned.

I think one area where American policy appears less advanta-
geous to the working poor than most of the comparable societies is
that we put more ofg a penalty on or that we are less likely to sup-
plement the wages of people working at low levels. I want to make
that as objective as I can, that we less than almost any comparable
country supplement the income of low-level earners.

I am struck by that because I remember a comment, and I was
not able to locate it, by Arthur Laffer, who said that one criticism
he had of the 1981 changes in social policy were that, in fact, the
reduced the incentive to work for people on welfare. And I thin
Mr. Nielson was asking a goint that, in fact, I think it’s probably
the case—and I was glad he pointed this out—I think there is a
general exaggerated view in the public of people who think it is
better economically to be on welfare than io be working, and I was
glad that he highlighted that.

What you were saying is that that is generally not true. On the
other hand, I think we have to acknowledge that given particularly
the cutbacks that occurred in Medicaid and in daycare and in other
areas, there are probably some cases where a particular individual,
through some combination of circumstances, could ke better off,
And we ought to be aiming for public policy, I think all of us would
agree, where you're not going to be better off if you are able to
work and are not working than if you are.

That’s where we talk about the tax stuff and about some of the
supplements, and I think I would just say I think we would agree
on this, if I could summarize it. There was a partial public percep-
tion that is erroneous, that in general you're better off on welfare
than in a low-level job. That's generally not true, but because of
what I think .nany of us would think are some imperfections in our
policy, it’s occasionally true.

And also I assume that we would all agrez that the way to deal
with that is not to further degrade the people who are on
but, in fact, to increase the incentives for the people who are work-
ing in ways that we were talking about.

Mr. Nieison. Exactly, Mr. Chairman. I looked at last year’s
AFDC data. The proportion of AFDC ple who are now working
and supplementing work with AFDC has gone from about 16 per-
cent to 15 percent, which it was for many years, to about 5 or 6
percent last year. I think Congress should worry about that. This is
precisely the problem that we have to work on.

Mr. Frank. Policy changes in the wrong direction. And this is a
point, by the way, that some of the supply-side economists have
made on the ideoicgical point of libera{) or conservative, when
you're measuring the effects of policy, there is the sort of freeze-
frame effect that says if nobody changed behavior, this might cost
us more, but if you build in what the incentive effect is going to be,
the short-term increase in outlay may be bringing you to a point
where it may cost you a little less over time as you affect pecple’s
incentives,

I guess we've seen a lot of written and spoken testimony about
the incentives on higher level people and the need and the benefit
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in society for increasing the compensation and benefits that go to
higher income people.

And I guess part of what we're saying here today is that that
same rationale applies to lower income people. It’s not that we're
talking about a different race, and that incentives are good and
will have productive effects on both ends, and we probably have
not looked as much as we should have at the -alue of incentives in
encouraging socially useful and individual'y peneficial behavior at
the lower end as we have at the upper end of income.

Mr. NirLson. The issue isn’t only one of income, it’s the issue of
mainstreaming people to let them feel part of the society.

Mr. FRANE. I found that given some money is very helpful in
making them feel a part of society.

Mr. NigLsoN. Yes. I understand.

Mr. FrRank. Thank you very much.

Our final witness—and I appreciate his forbearance—is Mr.
Robert Greenstein from the Center fo. Budget and Policy Prior-
ities,

STATEMENT OF ROSERT GREENSTEIN, CXECUTIVE DIRECTCR,
CENTER FOR BUDGET AND POLICY PRIGRITIES

Mr. GReeNSTEIN. Thank you. Thank you, Mr. Chairman. 1 am
Robert Greenstein, director of the Center on Budget and Policy Pri-
orities, a nonprofit research and analysis organization in Washing-
ton that focuses on issues of low- and moderate-income families.

Mr. Chairman, I would like to talk both about some of the cur-
rent conditions facing the working poor as wel! as some of the cur-
rent proposals facing the Congress that might impact on that
group. Before I do, I thought I would make a couple of quick com-
ments that might clarify some points, espscially some of Mr. Niel-
son’s questions of the last few minutes.

One, in regard to the differences between the Republican alter-
native and the Rostenkowski bill, the Reprblican alternative ap-
pearing from the figures you had, you had to have a higher tax
threshold. I think that the reductions in tax burdens and the in-
crease in the tax threshold take effect 6 months earlier in the Re-
publican alternaiive than in the Rostenkowski plan, 3¢ that the fig-
ures you read were for that 6-month period.

When you get to calendar 1987 and both plans are fully in effect,
then the figures that Mary Bourdette read hold and you no longer
have a higher threshold under the Republicen plan. It may be mar-
ginally higher under the Rostenkowski plan then because I think it
has a slightly higher standard deduction.

With regard o the work-versus-weifare issue, I think a key point
we pced to keep in mind is that Congressional Research Service
data show that since 1970 AFDC b.nefits, when adjusted for infla-
tion, have fallen about 37 percent.

What that reans is that one of the reasons why you’re still gen-
erally better off working than receiving welfare, even with the
sharp cuts aimed at the working poor earlier in this decade, is that
welfare benefits have fallen so much in real terms that, over the
last 10 or 15 years, the nonworking welfare families have been hit
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even harder than the working families. If you work, you're still
marginally better off or, in some States, a little more better off.

But what we basically have done is to have made both groups
significantly worse off tian they were in the early 1970’s. Rather
than making those who work better off than those who don’t, we
have us}lxl both groups down beat, pushed those who don’t work
even er.

What I would like to do, Mr. Chairman, is to talk a little bit
about the working poor both when they’re working and when
they’re not, because we also, need to look at the issue of what hap-
pens when the working poor are temporarily unemployed. The re-
search data pretty clearly show that when recession comes along or
unemployment rises, the working poor are hit harder than workers
higher up on the incoms spectrum.

As a starting point, and I t..ink you're generally aware of this,
we’ve had a very large increase in the number of working poor in
recent yeare. ! think the census data show that if you look at those
age 22 to 64, the prirue working age, the number who work but are
still poor has jumped about 60 percent since 1978. Of all poor per-
sons who head families, nearly now work at somfeui)oint during
the year. And most striking, the number who work full-time year-
ll‘gl';lgld and are still poor has increascd by over 60 percent since

In fact, a s;ﬁn.i.ﬁcant majority of the poor family heads, whom the
public generally thinks should work, now actually do work during
the year. Most of the family heads who do not work at all during
tl}x:ial ear are elderly, disabled, students, or single mothers of poor
children.

I think Peter Gottschalk has found that about 53 percent of all
the heads of households in poverty are over 65, disabled, full-time
students, or single mothers with children under age 6.

This raises an interesting question. If a significant portion of the

rime working-age individuaj.ls who are poor do work, why have we

d such an increase in the number who work and still live in pov-

erty?

'there are several factors here. One, which at least in the general
media hasn’t gotten sufficient attention, is what has been happen-
ing to wages and particularly the minimum wage. Since the mini-
mum wage hasn’t been adjusted in nearly 6 years (since January
1981), it actually fallen in real terms nearly 25 percent during
this period. In other words, the minimum wage now provides pur-
chasing power or standard of living nearly 25 percent lower than it
did in January 1981.

Now, let me mention a few quick figures here. In 1978, a ramil
of four with one person working full-time year-round at the mini-
mum wage fell $1,150 below the poverty line. In 1985, such a
family falls more than $4,000 below the poverty line.

In 1978, a family of three with a full-time minimum-wage earner
was above the poverty line; today, that family is $1,600 below. And
a family of two, a parent and one child, with a full-time minimum-
wage earner, was $1,300 above the poverty line in 1978; today,
th%y, too, are below the poverty line.

ven a family of four with two wage earners, one full-time at the
minimum wage, one half‘time at the minimum wage, both year-
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round, are still in poverty. This also means that large numbers of
other jobs with wages pegged slightly above the minimum wage
now fail to provide enough income to escape the poverty line.

Mr. . We are just going to keep going and take anothcr
couple of minutes and then wrap it up.

. GReENSTEIN. If we look at the future demographic trends,

the minimum wage is likely either not to be adjusted at all or to be

justed at a much lower rate than inflation. So it will fall farther
below the poverty line as time goes on.

This is the bi issue for families with one earner, female-
headed households in many cases.

We also know demograﬂhically that single-parent families are
expected to grow at a much more rapid rate than two-parent fami-
lies in coming years.

So what we have is a demographic and an economic situation
leading us toward larger and larger numbers of families who work,
in many cases full-time, and are still poor. Even if the poverty rate
doesn’t go up or comes down marginally, we can reasonably expect
the number of working poor to continue to grow over time, absent
some new policy direction.

In addition to the wage issue, there is, the issue which you have
referred to of the budget reductions in the working poor area. Let
me simply mention a GAO study that came out this summer that
found t while many working r families terminatad from
AFDC by the 1981 cuts tried to and in many cases did work more
and earned more, the increased earnings were offset by the de-
crease in benefits such that the overall income of these families,
fell an average of $1,500 to $2,600 a year, a very large reduction for
those who are still poor.

GAO also found that a third of these families had a utility shut-
off; close to a quarter who were terminated didn’t get medical
treatment, were either turned away or didn’t seek it at some later
point; and so forth.

Of particular interest are how low the AFDC income eligibility
limits now are in some States for families who work. In Texas,
earnings of $3,900 a year for a family of four, 36 percent of the pov-
erty line, disqualifies you for any public assistance benefits after
the 4th month on the job.

Nationwide, there are now 40 States where the earnings cutoff
for AFDC benefits after the 4th month on the job is below $7,000 a

year.

I would add another point here. While the working poor may
still be somewhat better off than the welfare poor, we should recog-
nize that after the 4th month on the job, the combined marginal
tax rate for those who work now exceecis 100 percent. That is, after
the 4th month on the job, if you are an working mother,
each additional dollar you earn, you lose more than a dollar in
Federal income and payroll tax, State income tax, AFDC and food
stamp loss. When we are discussing lowering marginal tax rates to
38 or 35 percent, for these people 1t is effectively over 100 percent.

Finally, there are the tax issues that Mary Bourdette added.
There are some new census data on this, and let me just add a few
additional points. First, new census data show that since 1979, the
number of households below the poverty line who have to pay Fed-

>
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eral income tax has more than tripled, and that the amount of Fed-
eral income tax paid by hooseholds below the poverty line has
risen 204 percent after adjusting for inflation.

Sacond, in terms of State and local tax, the census data show
that the number of households below the poverty line, that had to

| pay State income tax went up 30 percent from 1980 to 1983, and
| T thfela amount they had to pay went up 37 percent after adjusting for
inflation.

Finally, the census data show that there are now 2.9 million fam-
ilies whose incomee before taxes are above poverty but whose in-
comes after taxes are below poverty. That’s 1 million more than
only 4 years earlier, an increase of one million in the number of

| households taxed into poverty since 1979.

Adding to thy)roblems of the working poor——

_Mé-. FrANk. Mr. Nielson had a question. I wonder if you would
mind.

Mr. GREENSTEIN. Sure.

Mr. NIELION. i just want to compliment you on your statement. I
wish we had more time to ask you questions. We have a vote on
the floor we have to go to. I want to compliment the chairman for
having a very fine informed el, one of the best panels we have
had, one of the best groups of panels we have had in my experience
with the committee.

Mr. GreensTEIN. Thank you.

Let me cut short and try to wrap up since your t e is short.

I will just mention that in acfdition to the p. .ems between
wage stagnation, real wage drop, tax burden increase, and budget
cuts aimed at the working poor, we have had further problems for
these people when they lose iobs.

Most significant is, the major erosion in Federal unemployment
insurance. In October of this year, only 26 percent of the unem-
ployed got benefits, the lowest percentage ever recorded in the his-
tory of the program. We have as many unemployed workers with-
out benefits {, 5.9 million, as we had at the bottom of the re-
cession in 1982 when unemployment was 1. 7 percent.

We have seen a major sh

e in the unemployment insurance
| system, and very large numbers of the working poor are unem-
‘ ployed at some point over a 10-year period, probably the majority
of them. So this is of great importance, too.

‘ Mr. FRANK. In other words, I wonder if it would be fair to say
| the unemployment insurance system is really gearad to people at a
‘ higher economic bracket and that i&i'ust doesr: t deal with the prob-
| lems of some of the people we're talking about; that is, it just as-
sumes maybe people are going to be laid off because the factory
closes or for some other things, but it is flowing less and less and is
dealing less and less adeq?uat.ely in dealing with people who may
have some worse problems

Mr. GreeNnsTEIN. I think it has that effect. The problem is two-
fold, that unemployment has been so high for so long. We've had 7
percent or above unemployment for 5% straight years. That’s un-
precedented since the Depression.

Prior to the 1980’s, and excluding the 1974-75 racession, there
wlllerehonllly about 10 months in 35 years when unemployment was
that high.
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Mr. FrRank. But you are also talking about the duration for indi-
viduals, which is part of the problem.

Mr. GreNsTEIN. Right. Part of the problem is the duration of
unemployment, coupled with the fact that we essentially eliminat-
ed the extended unemployment benefit program in the 1981 budget
cuts.

And then we have a third factor that doesn’t get enough recogni-
tion. Because, in part, of Federal changes in terms of interest and
penalties on States that owe debts to the unemployment insurance
gysbem since unemployment has stayed high for long periods in the

tate, we have basically induced the ver%hStates with high unem-
ploKment to cut their own programs. The Urban Institute has
looked into this, in particular.

So you had State cuts in who is eligible and how long they get
beneﬁyts for, elimination of Federal extended benefits, ana unprece-
dentedly long unemployment—all three factors together have effec-
tively combined to make the unemployment insurance system a
real shadow of what it used to be.

Since many of those who are unemployed for long periods of time
tend to come from lower income groups, and many of those work-
ing poor also are people who weren’t in the work force that much
before and worked for a few months and may get laid off, a dispro-
portiona‘¢ number of those who get hit by the shrinkage in unem-
ployment insurance are probably from lower income brackets.

Le. me finish by saying that we’ve got two basic pieces of legisla-
tion—one is pretty m done—now before us, apart from what
long-range things we might do.

The first, of course, is Gramm-Rudman. Many of us greatly ap-
preciate your role and leadership, Mr. Chairman, in making sure
that some of the low-income programs were exempted. I must say,
however, that 1 am disturbed by the popular misunderstanding,
that, indeed, these low-income programs are going to be left out of
deficit reduction for the coming years.

I believe, as I think you do, that most of the deficit reduction will
not come from the automatic spending cuts, but from action Con-
gress takes in reconciliation and appropriations bills in the coming
years,

In that form, none of the programs for the working poor or low-
income are exempt, and I would be willing to place a wager right
now that most o? the programs that are exempt under the auto-
matic spending cuts will indeed be cut by the Congress over the
next few years.

Some of the programs that are key for the working poor are not
only on the chopping block, but they are not exempt under the
automatic spending cuts. For example, the social services block
grant, which provides fundamental day-care support for low-income
working families, JTPA, other employment and training programs,
none of these are exempt.

What we have essentially done for the last 5 years or so is fol-
lowed a series of policies where we allo™ the taxes of the working

r to go up at the time their wages stagnated, and we cut their
nefits more than any other sinqlc gro? Under the pressure of
Gramm-Rudman, we may very well may do more of the same. And

141



138

rather than looking at alleviating what is one of our most critical
problems, we may exacerbate it.

The final piece of legislation I will go into ir: less detail because
it has been discussed, but I must say that I am here with a ve
heavy heart today, feeling that yesterday the House cast an ad-
verse vote on what I believe is the most single significant piece of
legislation for the working poor of the last 15 years, the tax bill.
There is no other piece of legislation that has been enacted in the
last 15 years that would have done as much to improve both the
purchasing power and the incentives of the working poor as that
piece of legislation.

]laf;provxd.ingv;xearly $30 billion in tax relief—

. FRANK. We have covered that one pretty well.

Mr. GrRexNsTEIN. Yes.

Mr. Frank. We should note, as Mr. Nielson noted it, much of
whathou are saying about this I think applies both to the Ways
and Means version and to the Republican alternative in the sense
that both of them would have—

Mr. GRERNSTRIN. That is certainly true for the working poor per
se. As you begin to get into moderate and lower middle income
working families, there are significant advantages of the Rosten-
kowski bill over the Republican alternative, which is not as favor-
able in some of those brackets.

But I think that this is one of the few opportunities we may have
in this decade to make a very major, rather than a marginal,
im in terms of the conditions of the working poor, and certain-
ly I would hope that the legislations will be resurrected.

Mr. FraNk. Thank you. I appreciate this.

I don’t mind missing the quorum.

I want to thank who icipated. I think out of this came,
particularly as I listened to Mr. Nielson, I think the structure of a
report by this subcommittee is now forming which can emphasize
some of these points.

Anrd I think this is important in helping build toward a biparti-
san and cross-ideological consensus, and there will still be fights
about the leve! of and other kinds of issues and should you
get a stipend when you're on job training.

But in some of these areas, the need for us not to have a disin-
centive, the need for us to preserve a situation where you are
better off working than being the recipient of a transfer program,
if you are capable of working, tax things, I gather a good deal of
agreement certainly between Mr. Nielson and myself and I think
from my conversations with Mr. Lightfoot and others, that we are
in ?‘ul position maybe to come forward with some points that will be
useful.

So I thank you. I think this has been constructive in trying to
move in that direction.

As | said, again just to make it clear where our jurisdiction is, it
would be silly for us to be harping at the Labor Department to
make substantial improvements in the quality of life of the work-
ing dpoor and ignore Tax Code and other kinds of problems that
condemn that to not much success. That doesn’t mean that we
ignore the areas of our primary jurisdiction, but they have to be
put in the context of the overall policy.
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I thank you all.

The hearing is adjourned.

[Whereupon, at 12:25 p.m., the subcommittee adjourned, to recon-
vene subject to the call of the Chair.]
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THE NEW YORK TIMES, WEDNESDAY. DECEMBER 4, 1985 P A2

Letters

Comparable Worth Is Rooted in U.S. History

To the Editor

Mormns Abram in his opinson on pay
equity for women (Op-Ed, Nov 4)
makes the that

land shall be entitled to an appropna-
tion of 50 acres, or 30 much as shail
make up 50 acres in full and ateolute

“Guaranteed economic and sociai
equality have never been part of the
henitage of a free country "
the ultimate issue, 200 years later,
may wel] remain in doubt, surely dis-
ciples of the mean, brutish and short
view of the American political herit-
age must acknowledge that a coa-
trary tradition, with particularly
b bie lineage, at least
The other thing Jefferson did in the
early summer of 1778, besides dedi.
cating the pation t0 & proposition of
equality, was to draft a constitution
for the state of Virginia. Jefferson
that pri should

and no other person shail
be capable of taking an appropria-
tion "

In 1787, even while the Constitu.
tronal G n satin Ph
the same Congress which had con-
vened the Convention the
Northwest Ordinance In Section 2 of
the ord C b d

at least until aitered by the legisla-
ture of the district, that “sstates
shalldescendto  thechildren in
equal parts,” explicitiy putting
*“brother or sister,” *him or her** on
equal footing

In Article VI, of course,

proposed

be abolished and thet daugbters
should inherit on equa} terms with
sons Jefferson proposed that no per-
son thereafter coming into Virginia
should be beid i slavery under any
pretext whatever

And, in the disposition of formerly
Crown lands, Jeff that

! *‘there shall be neither slav.
ery nor involuntary servitude in the
territory **  (Not

It has remained to the Freedmans
Acts in the South and the i:nmestead
Act on the frontier, and in this cen-
tury the Civil Rights Act of 1964, the
Social Secunty acts and the unfilled
teguslative promise of full employ-
meni, 1o secure Jefferson’s 50 acres
Proposal or a semblance of its func-
tional equivalent

John Adams was convinced that
power followed the distnbution of
property, and for & person of repubit-
can sentiments this meant that ps
erty — then, especiaily land — should
be widely distributed James Madi.
3o, occupied 1n 1792 with concerting
opposition to Hamilton's ram,
urged measures to establish *'politi-
cal equality wmong all,” including to
*‘withhold unnecessary ogportunities
from a few to increase the inequality
of preperty, by an immoderate, and

Y, t
Congress also provided in the North-
west Ord. that ** 24
to good govemment and the happi-
ness of mankindg, schools and the
means of education shall forever be

“Every person of Ml'n;“nﬂlhu
ownung nor having owned 50 acres of

ged”” and that “the utmost
£30d faith shall aiways be observed
towara the Indians **)
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P tly unmerited, accumulation
of riches"” anc to “reduce extreme
wealth and raise indigence to-
wards a state of comfort

Thus Abram and friends may as-
sert a contrary tradiuon byt they can-
not correctly deny the stri ofa
peculiarly American tradition which
closely joins political equality and
equality of condiion Jefferson's
well-known affection tor small farm-
ers was thus less a commitment to
Arcady as another expression that a
decent equality of condition 18 neces-
sary for political equality and for a
republic  Affirmative action =
whether touching conditions of race,
geader, national ongin, religion, dis-
ability or whatever may divide and
devalue any people — Is a part of that
Amencan tradition The systematic
assignment of women, whether by a
market or by continuing effects of
long prejudice and false stereotype or
by plam thoughtlessness, to jobs
which are comparably productive byt
differentially honored would, in this
Amencan tradition, require action to
recosmize comparable worth

In all events, the American Catho-
lic Bishops 1n their developing state-
Ment on ecoNOIC justice are closer
than Abram to the founders’ pe
tion that if we are to have, and keep, &
repubiic we must have republican
conditions THOMAS K GILMOOL

Chief Counsel, Public Interest
Law Center of Philadelphia
Philadelphia, Nov 13, 1983




