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RACE AND WELFARE 

An Economic Assessment 

By 

Andrew F. Brimmer* 

I g l a d l y accepted the i n v i t a t i o n to address t h i s year ' s 

graduat ing class a t San Francisco State Col lege. I accepted on the 

assumption tha t you d id not ask me to p a r t i c i p a t e because you wanted to 

hear the k ind of exhortat ions about the r e s p o n s i b i l i t i e s of young 

people i n socie ty which usua l ly charac te r i ze commencement exerc ises. 

Ins tead , since you know something about my background and i n t e r e s t , 

I assumed tha t you came expecting me to focus on an important economic 

issue which a lso has relevance f o r the socie ty i n which a l l of us must 

l i v e - - and hopefu l ly help to improve. 

At the same t ime, however, I a lso know t h a t a commencement 

exerc ise i s a time for congratu la t ions on the enormous e f f o r t s which 

most of you have made to a r r i v e a t t h i s juncture i n your educat ional 

exper ience. Consequently, I congratu la te you on your accomplishments, 

and I urge you to look forward to employing your s k i l l s - - espec ia l l y 

your capaci ty to look c r i t i c a l l y on the i l l s around you - - to help create 

a more humanitar ian soc ie ty . Of course, i n the l i g h t of the experiences 

* Member, Board of Governors of the Federa l Reserve System. 

I am g r a t e f u l to Miss H a r r i e t t Harper of the Board's s t a f f for 
assistance i n the p repara t ion of these remarks. 
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which many of you have had on t h i s campus i n the l a s t few years , 

I know t h a t there i s no need to po in t out to you the enormous d e f i c i e n c i e s 

which s t i l l plague our n a t i o n . I know a lso tha t I do not have to dwel l 

on the o p p o r t u n i t i e s you w i l l have to he lp overcome these s h o r t - f a l l s . 

Never the less , I do want to encourage you to j o i n w i t h the r e s t of us 

i n t a c k l i n g the work to be done i n the years ahead. 

Having sa id t h a t , l e t me go on to i d e n t i f y an economic issue 

whose r e s o l u t i o n should have the h ighest n a t i o n a l p r i o r i t y . This i s the 

problem of pub l i c w e l f a r e . The simple f a c t i s tha t the acce lera ted growth 

of dependency on pub l ic w e l f a r e is c r e a t i n g a permanent "underclass" i n 

America. I f a l lowed to continue unchecked, I am a f r a i d t h a t i t may 

undermine f u r t h e r the a l ready weakening support of e f f o r t s to br ing 

about a g r e a t e r measure of economic e q u a l i t y i n the Uni ted S ta tes . 

Moreover, the problem of w e l f a r e is inc reas ing ly acqu i r ing 

r a c i a l overtones. The representa t ion of blacks and other m i n o r i t i e s i n the 

w e l f a r e system is expanding a t an a c c e l e r a t i n g r a t e - - w i t h a d ispro-

p o r t i o n a t e share of the growth being accounted fo r by f a m i l i e s headed 

by b lack females. While a number o f f ac tors help t o e x p l a i n t h i s 

development ( i n c l u d i n g the legacy of r a c i a l d i s c r i m i n a t i o n and segre-

g a t i o n i n t h i s c o u n t r y ) , the c e n t r a l presence of the black female on 

the w e l f a r e stage i s inescapable . 

Furthermore, the increased assoc ia t ion of the w e l f a r e program 

w i t h blacks has i m p l i c a t i o n s tha t a re f a r - r e a c h i n g . I t has strengthened 

the d i s t o r t e d image (he ld by so many whi tes ) of the black community 
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as a subculture of American socie ty plagued by poverty w i t h l i t t l e 

capaci ty to support i t s e l f . While the fac ts b e l i e such a v iew, the 

a c t u a l dependence of a s i zab le f r a c t i o n of b lack f a m i l i e s on wel fare 

casts a pa t ina of incapac i ty on the community as a whole. This helps 

to obscure ( f o r blacks as w e l l as for whi tes) the r e a l economic progress 

t h a t blacks are making i n the United Sta tes . Moreover, the apparent 

l inkage between w e l f a r e and b lack people contr ibutes to h o s t i l i t y toward 

blacks — e s p e c i a l l y on the p a r t of working (but lower income) white 

persons. Thus, an unfor tunate by-product of the present we l fa re system 

i s the aggravat ion of r a c i a l tension. 

But the most t r a g i c fea ture of the w e l f a r e system i s the 

la rge number of the n a t i o n ' s c h i l d r e n i n f a m i l i e s dependent on w e l f a r e . 

Black c h i l d r e n make up a d i s p r o p o r t i o n a t e l y l a rge percentage of tha t 

t o t a l . Aside from the stigma of dependence t h a t sets them apar t - -

from a f f l u e n t b lack c h i l d r e n as w e l l as from whi te ch i ld ren - - there is 

a great danger tha t the w e l f a r e system may sap the w i l l and determinat ion 

of these young people t o make the necessary e f f o r t (through the 

a c q u i s i t i o n of marketable s k i l l s ) to become s e l f - s u p p o r t i n g . 

I n the l i g h t of these circumstances, I am personal ly convinced 

tha t a vigorous n a t i o n a l commitment must be made to break the cycle of 

successive generat ions of dependence on publ ic w e l f a r e . We must be 

prepared to make the investment - - a l though i t w i l l obviously be 

enormous--that i s necessary to underwr i te the quantum jump from depen-

dency to s e l f - s u f f i c i e n c y for a s i g n i f i c a n t p a r t of our populat ion. 
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I n my judgment, f u r t h e r t i n k e r i n g w i t h the e x i s t i n g patch-work system 

of pub l ic w e l f a r e w i l l simply continue what - - i n f a c t - - i s nothing 

more than a system of c h a r i t y and a lms-g iv ing t h a t does more to 

perpetuate misery than i t does to generate oppor tun i ty . 

What i s needed i s a r a t i o n a l system of income maintenance - -

however i t i s descr ibed. I t does not mat ter whether some would c a l l 

i t a negat ive income tax or a guaranteed minimum income. Aside from 

prov id ing enough income to meet present minimum needs of dependent 

f a m i l i e s , such a system must a lso provide incent ives for those aided to 

c o n t r i b u t e to t h e i r own improvement. Thus, oppor tun i t i es to ob ta in 

t r a i n i n g f o r u s e f u l work and the presence of meaningful jobs, once 

t ra ined, must be i n t e g r a l f ea tures of such a system. Above a l l , any 

p lan adopted must provide avenues along which the c h i l d r e n of those 

f a m i l i e s c u r r e n t l y entrapped i n a web of dependency can escape to 

s e l f - s u f f i c i e n c y as they approach m a t u r i t y . 

I r e a l i z e t h a t the establ ishment of such an i d e a l system can-

not be accomplished immediately . We may as w e l l accept the f a c t tha t 

both budgetary and p o l i t i c a l cons t ra in ts pose immense obstacles a t the 

present t ime. However, i t i s c r u c i a l t h a t we begin to move immediately 

i n the r i g h t d i r e c t i o n . For t h i s reason, as I i n d i c a t e d i n the spr ing 

of l a s t y e a r , I pe rsona l l y favor the adopt ion of the basic fea tures of 

the Family Assistance Program (FAP) recommended by the A d m i n i s t r a t i o n . 

While I share some of the reserva t ions expressed by a number of 

observers w i t h respect to the Program, I th ink there are f a r more reasons 
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to p ra ise the p lan than to damn i t . This i s e s p e c i a l l y t rue from the 

po in t of view of the b lack community for whom the FAP would represent 

an e a r l y and s i g n i f i c a n t step on the road toward an improved standard 

of l i v i n g for a s i z a b l e number of f a m i l i e s s t i l l s u f f e r i n g from the 

economic depr iva t ions of a long h i s t o r y of d i s c r i m i n a t i o n and i t s 

corros ive consequences. 

I w i l l ampl i fy these major points i n the r e s t of these 

remarks. 

The Expanding Wel fare System 

I n December, 1969, there were more than 10.7 m i l l i o n people 

r e c e i v i n g cash payments under some type of pub l ic assistance program 

sponsored or supported i n p a r t by the Federa l Government. The l a rges t 

of these plans was the one prov id ing a i d to f a m i l i e s w i t h dependent 

c h i l d r e n (AFDC). At the end of 1969, there were 1 .9 m i l l i o n f a m i l i e s 

e n r o l l e d under t h i s p l a n , and 7 .3 m i l l i o n persons were rece iv ing a i d - -

of whom 5 . 4 m i l l i o n were c h i l d r e n . Thus, AFDC ( the program which the 

t y p i c a l observer has i n mind when he thinks of "pub l ic w e l f a r e " ) accounts 

f o r about 68.5 per cent of the t o t a l number of persons r e c e i v i n g cash 

payments. There were three other Federal programs w i t h s i z a b l e e n r o l l -

ments: old-age assistance (2 m i l l i o n ) ; a i d to the b l i n d (80 thousand); 

and a i d to the permanently and t o t a l l y d isabled (803 thousand). There 

were a lso 422 thousand general assistance cases. These f igures do not 

include the 19.3 m i l l i o n persons enro l l ed i n the h e a l t h insurance programs 

under Soc ia l Secur i ty (of whom 7 .2 m i l l i o n had claims approved and 

rece ived $4.2 b i l l i o n i n reimbursements). 
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T o t a l p a r e n t s under the four programs mentioned above 

(exc luding medical and general ass is tance) amounted to $6 .3 b i l l i o n i n 

1969. Over h a l f of t h i s amount ($3 .6 b i l l i o n ) was paid under AFDC. 

Old-age ass is tance payments amounted to $1 .8 b i l l i o n ; the d isabled 

rece ived $827 m i l l i o n ; and the b l i n d got $94 m i l l i o n . I f the 

$5 .2 b i l l i o n of payments under the var ious medical ass is tance plans 

are inc luded, cash t r a n s f e r s i n the form of w e l f a r e payments t o t a l e d 

$11.5 b i l l i o n i n 1969. 

Whi le funds to f inance w e l f a r e payments a re provided by a l l 

l e v e l s of government, j u s t one h a l f of the t o t a l ( $ 6 . 0 b i l l i o n ) was 

cont r ibu ted by the Federa l Government i n 1969. The States provided 

n e a r l y t w o - f i f t h s ($4 .2 b i l l i o n ) , and l o c a l governments put up s l i g h t l y 

more than one - ten th ($1 .3 b i l l i o n ) . I n the l a s t few years , the pro-

p o r t i o n of t o t a l w e l f a r e payments o r i g i n a t i n g w i t h the States has been 

r i s i n g somewhat, w h i l e the shares of both Federa l and l o c a l governments 

have trended downward — but only s l i g h t l y „ 

During the l a s t two decades, the pub l ic w e l f a r e system - -

whether measured by the number of r e c i p i e n t s or t o t a l payments - - has 

expanded much more r a p i d l y than the country as a whole. This i s p a r t i c -

u l a r l y t r u e of AFDC. For example, from 1950 through 1960, the number 

of b e n e f i c i a r i e s under AFDC rose by 38 per cent vs 19 per cent f o r the 

t o t a l popu la t ion . Between 1960 and 1969, the number r e c e i v i n g AFDC 

payments aga in rose by 38 per cen t , wh i le the popula t ion expanded by 

only 12 per cent . The comparison w i t h personal income t e l l s the same 
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s tory: i n the 1950's, AFDC payments rose by 90 per cent vs 76 per cent 

for aggregate personal income. Between 1960 and 1969, personal income 

increased by 85 per cent , but AFDC payments jumped by 236 per cent. An 

even more dramatic p i c t u r e of the growth of AFDC emerges when the 

comparison i s made — not w i t h t o t a l personal income - - but w i th the 

s u b - t o t a l of Government t ransfer payments (Soc ia l Secur i t y , unemployment 

b e n e f i t s , w e l f a r e payments, e t c . , which represent income to the 

r e c i p i e n t s ) . I n both 1950 and 1960, AFDC payments were 4 . 2 per cent of 

such t r a n s f e r s , but by 1969, they had r i s e n to 5 . 7 per cent . 

Since 1969, the AFDC program has continued to expand r a p i d l y . 

Under cur rent law, t o t a l AFDC payments are est imated a t $5 .3 b i l l i o n 

f o r f i s c a l year 1971 (ending t h i s June 30) and a t $6 .8 b i l l i o n i n 

f i s c a l 1972. The Federa l Government's share i s s t i l l expected to be 

w e l l over h a l f the t o t a l i n each year — r i s i n g from $3 .0 b i l l i o n i n 

1971 to $3 .8 b i l l i o n i n 1972. Moreover, there i s no prospect that the 

r a t e of growth of AFDC payments w i l l slow apprec iab ly i n the near- term. 

Consequently, the problems of w e l f a r e reform are mainly problems a r i s i n g 

w i t h respect to AFDC. 

Rac ia l C h a r a c t e r i s t i c s of Wel fare Recip ients 

As I mentioned above, much of the current discussion of the 

w e l f a r e system has acquired r a c i a l over - tones. While one seldom hears 

the v i r u l e n t r a c i s t jokes which were once commonplace - - and publ ic - -

commentaries on race r e l a t i o n s i n t h i s country, the l i f e and times of 
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w e l f a r e r e c i p i e n t s a re becoming standard f a r e fo r n igh t club comics, 

newspaper columnists , and even f o r popular f o l k s i n g e r s . And, although 

the intended humor i s supposed to be d i r e c t e d a t the general mosaic of 

" l i f e on w e l f a r e , " i n many cases the r a c i a l s lu rs j u s t beneath the 

surface f r e q u e n t l y show through. 

On the other hand, the heavy representa t ion of blacks i n the 

w e l f a r e program is inescapable . This i s e s p e c i a l l y t rue i n the case of 

the AFDC. I n October, 1970, about 4 9 . 3 per cent of the fami ly heads 

covered by the program were w h i t e , and 50 .7 per cent were Negroes and 
y 

other nonwhites -". I n 1969 (when the l a t t e r two groups could be d i s -

t inguished separa te ly i n the s t a t i s t i c s ) , b lack fami ly heads cons t i tu ted 

4 5 . 1 per cent of the t o t a l ; other nonwhites accounted fo r 6 . 9 per cent , 2/ 

and whi tes made up 48.0.— Over the l a s t decade, b lack f a m i l i e s as 

a p ropor t ion of t o t a l AFDC coverage increased apprec iab ly w h i l e the 

propor t ion fo r o ther groups g e n e r a l l y dec l ined . For ins tance , i n 1961, 

whites c o n s t i t u t e d 51 .8 per cent of the t o t a l , Negroes 4 3 . 1 per cent , 

and other nonwhites made up the remaining 5 per cent . 

The r e p r e s e n t a t i o n of blacks i n other segments of the w e l f a r e 

system is f a r less marked than i t i s i n AFDC. I n the case of old-age 

ass is tance , i n 1965 ( the l a t e s t year for which a r a c i a l breakdown i s 

a v a i l a b l e ) , about t h r e e - q u a r t e r s o f the r e c i p i e n t s were w h i t e , o n e - f i f t h 

1/ For comparison, i t should be kept i n mind t h a t blacks c o n s t i t u t e 
only 11 per cent of the n a t i o n ' s populat ion* 

2/ I n passing, we might note t h a t the s l i g h t r i s e i n the whi te 
propor t ion i n 1970 was p a r t l y a r e f l e c t i o n of the impact of the 
recess ion i n the n a t i o n a l economy i n t h a t year . 
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were Negores, and about 3 per cent were other nonwhites. Among those 

r e c e i v i n g d i s a b i l i t y b e n e f i t s , over t h r e e - f i f t h s were wh i te , less than 

o n e - t h i r d were b lacks , and about 6 - 1 / 2 per cent were other nonwhites. 

So, wh i le we must not deny the f a c t tha t a d isproport ionate 

percentage of we l fa re r e c i p i e n t s a re b l a c k s , a l l of us should protest 

v igorous ly any attempt to e x p l o i t the r a c i a l c h a r a c t e r i s t i c s of those 

r e c e i v i n g publ ic ass is tance . 

The P l i g h t of Women and Chi ldren 

Since the p r i n c i p a l Federa l ly -suppor ted we l fa re program 

(AFDC) i s focused on the needs of c h i l d r e n , the s i zab le number of a id 

r e c i p i e n t s who are women and c h i l d r e n from broken homes i s not sur-

p r i s i n g . L ikewise , one i s not surpr ised to note on the w e l f a r e ro les 

the la rge percentage of the t o t a l tha t consists of f a m i l i e s headed by 

b lack females. But what I persona l ly f i n d d i s t r e s s i n g i s the fac t tha t 

dependence on publ ic w e l f a r e seems to have become a way of l i f e for 

successive generat ions of American c i t i z e n s . 

The absence of fa thers i n the home of the t y p i c a l fami ly 

r e c e i v i n g w e l f a r e assistance has been widely noted. I n October, 1970, 

women headed 82 per cent of the AFDC f a m i l i e s , and the f a t h e r was 

absent from about th ree -quar te rs of these homes. I n c o n t r a s t , the 

mother was absent i n less than 10 per cent of the cases. Ye t , only 

o n e - s i x t h of these mothers were employed or i n t r a i n i n g , so the need for 

some form of outside a i d was s e l f - e v i d e n t . 
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As i n d i c a t e d above, b lack women head a s u b s t a n t i a l propor t ion 

of the households dependent on AFDC. This s i t u a t i o n r e f l e c t s both 

the high incidence of poverty and the considerable number of d iv ided 

f a m i l i e s i n the b lack community. For ins tance , i n 1970, of the 4 . 9 m i l l i o n 

b lack f a m i l i e s i n the Uni ted S ta tes , 1 .4 m i l l i o n , or 29 per cent were below 

the poverty l e v e l (de f ined l a s t year by the Federal Government as $3,968 for 

a fami ly of f o u r ) . The corresponding f igures fo r the na t ion were: t o t a l 

f a m i l i e s , 51 .9 m i l l i o n ; poor f a m i l i e s , 5 .2 m i l l i o n , or 10 per cent . 

For whi tes: t o t a l f a m i l i e s , 46 .5 m i l l i o n ; poor f a m i l i e s , 3 .7 m i l l i o n , 

or 8 per cent . So, w h i l e b lack f a m i l i e s c o n s t i t u t e d 9 .5 per cent of 

a l l f a m i l i e s , they accounted fo r 28 per cent of those trapped i n pover ty . 

Among the 1 .4 m i l l i o n poor b lack f a m i l i e s , 820 thousand 

(57 per cent ) were headed by females. I n cont rast , females headed 

37 per cent of a l l poor f a m i l i e s i n the na t ion and only 27 per cent of 

poor whi te f a m i l i e s . Moreover, poor f a m i l i e s headed by b lack females 

are the poorest of the poor. For a l l f a m i l i e s , the median income 

d e f i c i t ( the amount requ i red to r a i s e a f ami ly 1 s income to the poverty 

threshold) was $1 ,110 i n 1970. I t was $1,024 f o r whi tes and $1,316 fo r 

b lacks . However, i t was $1,492 f o r f a m i l i e s headed by b lack females, 

compared w i t h $1,219 f o r those headed by whi te females. While the 

income d e f i c i t per f a m i l y member was smal ler fo r b lack women's f a m i l i e s 

(because the l a t t e r t y p i c a l l y conta in a l a r g e r number of c h i l d r e n ) than 

was the case fo r wh i te women's f a m i l i e s , these f igures do provide a rough 

i n d i c a t i o n of the e x t e n t of the d e p r i v a t i o n under which they l i v e . 
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The frequency of d iv ided fami l i es i n the b lack community has 

a lso been widely noted. I n 1970, j u s t over one-quar ter of a l l b lack 

f a m i l i e s were headed by females, compared w i t h 9 per cent for whi tes . 

While the propor t ion for black fami l i es has s t a b i l i z e d i n the l a s t few 

years , i t has r i s e n s u b s t a n t i a l l y i n the l a s t two decades - - from 

17 per cent i n 1950, through 22 per cent i n 1960, to 27 per cent l a s t 

year . For whi te f a m i l i e s , the r a t i o remained e s s e n t i a l l y unchanged 

throughout the per iod . 

The s i t u a t i o n of many of our ch i ld ren was equa l l y d i s t r e s s i n g . 

I n 1969, there were 5 .4 m i l l i o n ch i ld ren in f a m i l i e s r e c e i v i n g ass is tance 

under AFDC. These c h i l d r e n represented t h r e e - q u a r t e r s o f the 7 .3 

m i l l i o n persons i n the 1 .9 m i l l i o n fami l i es r e c e i v i n g such a i d . The 

vast m a j o r i t y of these c h i l d r e n were concentrated i n l a rge f a m i l i e s . 

I n f a c t , o n e - t h i r d of them were i n fami l i es w i t h 6 or more c h i l d r e n , and 

w e l l over one-quarter were i n fami l i es w i th 4 or 5 c h i l d r e n . About 

8 per cent were i n one -ch i ld f a m i l i e s , 14 per cent were i n f a m i l i e s w i t h 

2 c h i l d r e n , and 16 per cent were i n fami l i es w i t h 3 c h i l d r e n . 

Furthermore, the ch i ld ren of f a m i l i e s on w e l f a r e have 

represented an increas ing proport ion of the poor c h i l d r e n i n the l a s t 

decade. I n 1960, there were 9 .4 m i l l i o n c h i l d r e n i n f a m i l i e s below 

the poverty l e v e l ; i n the same year , 2 .4 m i l l i o n c h i l d r e n were r e c e i v i n g 

a i d under AFDC. Thus, the l a t t e r were equiva lent to 25 per cent of the 

former. By 1970, the number o f poor ch i ld ren had r i s e n s l i g h t l y to 

9 . 8 m i l l i o n . However, the number of ch i ld ren i n AFDC f a m i l i e s had more 
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than doubled - - c l imbing to 5 . 4 m i l l i o n - - and represented 55 per cent 

of a l l o f the poor ch i ld ren i n the country . 

To some e x t e n t , t h i s sharp increase r e f l e c t s program changes 

designed to provide grea te r coverage of needy f a m i l i e s . Y e t , i t a lso 

provides a rough index of the s ize of the task which must be under-

taken i f successive generat ions of c h i l d r e n are to be rescued from 

continued dependence on publ ic w e l f a r e . The r e a l i t y of such a danger 

i s c l e a r l y i n d i c a t e d by the dura t ion of assistance to some of the 

f a m i l i e s c u r r e n t l y being aided by AFDC. I n 1969, about 10 per cent of 

the f a m i l i e s had been rece iv ing payments f o r less than one year . However, 

when the percentage d i s t r i b u t i o n of the r e s t of the f a m i l i e s , by number 

of years s ince the f i r s t r e c e i p t of a s s i s t a n c e , i s taken i n t o account, 

the p i c t u r e which emerges i s fa r from comfort ing. The t y p i c a l 

AFDC f a m i l y had been rece iv ing a id fo r an average of 6 years . About 

o n e - f i f t h had been on we l fa re between 6 and 10 years , and one-e ighth had 

been on between 11-19 years. Just over 2 per cent had been a ided for 

more than two decades. 

These s t a t i s t i c s confirm the impressions got ten from the 

r e p o r t s of s o c i a l workers and others i n close contact w i t h w e l f a r e 

f a m i l i e s : the w e l f a r e system has developed to the po in t where severa l 

3 / The s t a t i s t i c s were as fo l lows: less than one year , 10 per cent ; 
one y e a r , 18 per cent ; two years, 12 per cent; three years , 8 per cent ; 
four y e a r s , 7 per cent ; f i v e years , 6 per cent ; 6 -10 years , 19 per cent ; 
11-19 years , 13 per cent ; and 20 years and over , 2 per cent . (The 
d u r a t i o n was unknown for 6 per cent of the f a m i l i e s . ) 
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hundred thousand cases now e x i s t where mothers and daughters (and even 

grandaughters) have grown to matur i ty depending on pub l ic assistance as 

a way of l i f e . So, the legacy of dependency - - and i t s a t tendent d e p r i -

va t ions - - i s t ransmi t ted from one generat ion to another , and one of the 

c h i e f causes of poverty becomes poverty i t s e l f . Consequently, i n my 

op in ion , i f there were no other reasons for t h i s country to adopt a 

r a t i o n a l system of income maintenance, the need to save the coming 

generat ions of our c h i l d r e n from such an experience i s more than 

s u f f i c i e n t to j u s t i f y moving ahead without f u r t h e r de lay . 

The Family Assistance Program 

For t h i s reason, despite several drawbacks i n the p l a n , I 

would support the adoption of the A d m i n i s t r a t i o n ^ Family Assistance 

Program (FAP) as the p r i n c i p a l means through which the Federal Govern-

ment provides assistance to needy f a m i l i e s . I t w i l l be r e c a l l e d t h a t , 

i n broad o u t l i n e , the proposed FAP would have the Federa l Government pay 

a basic income to a l l f a m i l i e s who could not provide fo r themselves - -

whether they are employed or unemployed. I t would be geared to dependent 

f a m i l i e s w i t h c h i l d r e n , and i t would replace e n t i r e l y the AFDC. Under 

the proposal , persons (except mothers w i th preschool c h i l d r e n ) who 

accept assistance would be required to r e g i s t e r f o r work or t r a i n i n g . 

I t i s est imated tha t i n the f i r s t year of the program, over h a l f o f the 

f a m i l i e s covered would have one member employed or undergoing t r a i n i n g . 

The FAP would work i n the fo l lowing fashion: A f a m i l y ' s 

basic al lowance would consist of $800 for the f i r s t two members and 

$400 per member fo r each o f the next three a d d i t i o n a l members. Thus, 

f o r a fami ly of four , the allowance would be $2 ,400 per year , w i t h the 

fami ly excluded from r e c e i v i n g food stamps. 
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Cash payments to f a m i l i e s would be computed by a d j u s t i n g the 

basic a l lowance to account for the earnings of the f a m i l y . The f i r s t 

$720 of f a m i l y income would not a f f e c t the payments because i t i s 

assumed t h a t there are basic costs o f t r a n s p o r t a t i o n , lunches, 

c l o t h i n g , e t c . , associated w i th tak ing a job . Cash payments to f a m i l i e s 

would then be reduced by 66 oents fo r each a d d i t i o n a l d o l l a r of earnings 

above the $720 minimum. 

A simple numerical example w i l l i l l u s t r a t e the program's 

o p e r a t i o n . Assume a fami ly of four has a cash income of $2 ,000 . The f i r s t 

$720 of t h i s income would be disregarded, l eav ing a balance of $1 ,280. A 

f a m i l y ' s cash payment would then be reduced by 66 per cent of t h i s amount, 

or by $845. This sum ($845) would be subtracted from the f a m i l y ' s basic 

al lowance of $2 ,400 , tfiaking i t s cash payment a f t e r earnings $1 ,555 . , 

So f a r only a rough idea can be provided w i t h respect to the 

probable coverage of the fami ly ass is tance program. The p r o j e c t i o n s 

a v a i l a b l e were prepared by the Department o f Hea l th , Education and 

We l fa re i n February of t h i s year . According to these es t imates , i n 

1972, about 3 . 6 m i l l i o n f a m i l i e s would be covered; o f these, 2 . 2 m i l l i o n 

( t h r e e - f i f t h s ) would be w h i t e , and 1 . 4 m i l l i o n ( t w o - f i f t h s ) would be 

nonwhites. These f a m i l i e s would include c lose to 18 m i l l i o n persons — 

of whom 11 m i l l i o n would be c h i l d r e n . Gross payments would approximate 

$ 4 . 1 b i l l i o n , and nonwhites would rece ive about $1 .8 b i l l i o n - - or 44 per 

cen t . These annual payments would average around $1,134 f o r a l l f a m i l i e s , 

about $1 ,027 f o r whi te f a m i l i e s , and about $1,304 for nonwhites. However, 
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since nonwhite f a m i l i e s a re expected to be somewhat l a r g e r (averaging 

5 . 3 members vs 4 . 7 members for whites and 4 . 9 members f o r a l l f a m i l i e s ) , 

payments per cap i ta would be somewhat higher f o r nonwhites: $231 fo r 

a l l f a m i l i e s , $219 for wh i tes , and $246 for nonwhites. I n 1969, there 

were 1 .9 m i l l i o n f a m i l i e s p a r t i c i p a t i n g i n AFDC, i n v o l v i n g 7 .3 m i l l i o n 

persons, of whom 5 .4 m i l l i o n were c h i l d r e n . Outlays under the F e d e r a l l y 

a ided programs amounted to $3.6 b i l l i o n , and the average monthly payment 

per fami ly was $193 ( j u s t over $2,300 per y e a r ) . 

Compared w i t h the e x i s t i n g AFDC, the proposed FAP would have 

a s i g n i f i c a n t l y d i f f e r e n t impact on p a r t i c u l a r groups of f a m i l i e s . For 

example, i n 1972, a somewhat greater propor t ion would be whi te ( 61 per 

cent vs 49 per c e n t ) , and the proport ion of nonwhites i n the t o t a l would 

dec l ine sharply ( to 39 per cent from 51 per c e n t ) . The p r o p o r t i o n o f 

a ided f a m i l i e s headed by men would r i s e d r a m a t i c a l l y ( f rom less than 

o n e - f i f t h to one -ha l f ) and the r e l a t i v e p o s i t i o n of f a m i l i e s headed by 

females would drop from over f o u r - f i f t h s to j u s t under o n e - h a l f . More-

over , fami ly heads who were f u l l - t i m e , a l l year workers would c o n s t i t u t e 

almost o n e - t h i r d of FAP r e c i p i e n t s , compared w i t h less than one - ten th 

under the AFDC. F i n a l l y , wh i le over f o u r - f i f t h s of the AFDC f a m i l y heads 

d id not work i n 1970, less than o n e - t h i r d would be i n t h i s category i n the 

f i r s t year of the FAP. 

On balance, i t appears tha t FAP would represent a considerable 

improvement — compared w i t h the e x i s t i n g AFDC program - - i n about 21 

S ta tes . Of these, 13 are Southern States ( w i t h a heavy concent ra t ion o f 
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b lacks) , and most o f the remainder are Western Sta tes ( w i t h a s i z a b l e 

p r o p o r t i o n of Ind ians and Mexican-Americans among t h e i r p o p u l a t i o n s ) . 

I n 1970, the average for the l a rges t amount of annual payment under 

AFDC f o r a f a m i l y of four i n the 13 Southern States was approximately 

$ 1 , 5 2 4 . However, the average payment v a r i e s g r e a t l y among these 

S t a t e s , and i n some i t i s much below $1 ,000 . Thus, g iven an annual 

payment o f $2 ,400 fo r a fami ly of f o u r , there would be an increase 

o f roughly $876 (or 57 per cent) compared w i t h the amounts rece ived 

by the average AFDC fami ly i n tha t reg ion . Whi le the exact s ta tus of 

f a m i l i e s under the o ld and new programs cannot be determined, there 

appears to be no doubt whatsoever t h a t the new proposal would r e s u l t 

i n a r e a l improvement. 

I n 30 States there would not be an oppor tuni ty to make f u r t h e r 

improvements - - unless these States and l o c a l governments maintained 

t h e i r e x i s t i n g programs a t s u b s t a n t i a l l y the same levels . Under the 

e x i s t i n g AFDC program, the average f o r the l a r g e s t amount o f annual 

payments f o r a f a m i l y of four for basic needs i n these States i n 1970 

was $3 ,216 . Under the FAP (and assuming the 100 per cent maintenance 

f a c t o r a t the 1970 l e v e l ) , the new arrangement would r e q u i r e the States 

to add roughly $816, or 34 per cent . The 30 States inc lude p r i m a r i l y 

the h e a v i l y populated nor thern i n d u s t r i a l States plus C a l i f o r n i a . 

Most of these have a s i zab le concentrat ion of low-income persons 

( i n c l u d i n g nonwhites) i n urban areas . 
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Assessment of Reservations Regarding FAP 

Having reached t h i s conclusion, permit me to say tha t I 

a lso recognize tha t a number of reservat ions have been expressed about 

severa l fea tures of the FAP. These c r i t i c i s m s have been e s p e c i a l l y strong 

i n the b lack community. But, i n my personal op in ion , these l i m i t a t i o n s 

(whi le ser ious) need not be f a t a l — p a r t i c u l a r l y i f they are approached 

w i t h percept ion and s e n s i t i v i t y . 

Perhaps the most important l i m i t a t i o n , as seen by some 

observers, i s the requirement tha t a s i zab le propor t ion of a i d 

r e c i p i e n t s be ava i labe f o r work or t r a i n i n g . I f t h i s requirement i s 

he ld to those a c t u a l l y capable i n t h i s regard , i t would be not on ly an 

acceptable fea ture of FAP, but a lso a necessary p a r t o f a v i a b l e program 

f o r income maintenance. Otherwise the program w i l l f a i l to perform what 

should be one of i t s basic missions: to encourage those dependent on 

w e l f a r e to s t r i v e to improve t h e i r own cond i t ion . 

A good deal of the c r i t i c i s m of the work or t r a i n i n g r e q u i r e -

ment i n the FAP seems to a r i s e from the fea r t h a t mothers w i t h minor 

c h i l d r e n w i l l be forced to leave t h e i r homes - - and t h e i r c h i l d r e n - - to 

accept low-sta tus jobs y i e l d i n g incomes a t or below the poverty l e v e l . 

I n f a c t , as a l ready ind ica ted , the prov is ion would not apply a t a l l to 

mothers w i t h preschool ch i ld ren . Nor would i t apply to a mother or 

other female caretaker of a c h i l d , i f the f a t h e r or another a d u l t male 

r e l a t i v e i s i n the same home and i s r e g i s t e r e d . An exemption would 

a lso cover a woman (as w e l l as a man) who i s unable to work or be t r a i n e d 
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because o f i l l n e s s , incapac i ty or age, or who i s needed a t home on a 

continuous bas is because of i l l n e s s or incapac i ty of another family member. 

Furthermore, i t should be remembered t h a t men w i l l make up 

1 . 8 m i l l i o n , or o n e - h a l f , of the 3 . 6 m i l l i o n fami ly heads to be covered 

by FAP. I n c o n t r a s t , there were only 436 thousand male fami ly heads 

(or 18 per cent o f the t o t a l of 2 . 4 m i l l i o n f a m i l i e s ) r e c e i v i n g b e n e f i t s 

under AFDC i n 1970. Thus, an a d d i t i o n a l 1 .4 m i l l i o n male fami ly heads 

would be brought under coverage of the program, wh i le approximately 

200 thousand fewer female fami ly heads would be e n r o l l e d (an a t t r i t i o n 

t h a t may r e f l e c t a t l e a s t p a r t i a l l y the s u b s t i t u t i o n of husbands for 

wives among a ided f a m i l i e s ) . Consequently, w i t h a much heav ier 

r e p r e s e n t a t i o n o f men, i t i s not unreasonable to expect them to seek 

employment or t r a i n i n g — as t h e i r h e a l t h and a b i l i t i e s permi t . 

Even i n the case of women p r e s e n t l y covered by AFDC, a 

s u b s t a n t i a l number are a lso employed or i n t r a i n i n g . For example (using 

the bench marks of the 1969 s t a t i s t i c s as an i n d e x ) , of the roughly 

2 m i l l i o n female fami ly heads r e c e i v i n g b e n e f i t s i n October 1970, i t 

i s es t imated t h a t about one -s ix th (or w e l l over 340 thousand mothers) 

were ho ld ing jobs or undergoing t r a i n i n g . Approximately another 

280 thousand (or one-seventh) were i n c a p a c i t a t e d f o r employment. Also 

i n 1970, about o n e - t h i r d of the mothers on AFDC (more than 600 thousand 

women) were f u l l - t i m e homemakers. Thus, around one-quar ter (or 

500 thousand) of the female fami ly heads r e c e i v i n g AFDC b e n e f i t s i n 1970 

( p u r e l y on the basis of the o v e r - a l l s t a t i s t i c s ) might be considered 
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e l i g i b l e f o r employment or t r a i n i n g . 

Consequently, i f women b e n e f i c i a r i e s under FAP were to be 

d i s t r i b u t e d w i t h respect to work-status i n roughly the same proport ions 

as they are under the AFDC, almost h a l f of the female fami ly heads 

(about 900 thousand) would be exempted from the work or t r a i n i n g 

p rov is ion i n any case. Perhaps another 300 thousand or so would keep 

the jobs they a l ready have or continue the t r a i n i n g i n which they are 

a l ready e n r o l l e d . F i n a l l y , many of the remaining o n e - h a l f m i l l i o n 

female fami ly heads would q u a l i f y under one or more of the other 

exemptions of FAP. 

But , on balance, the e f f e c t of the work or t r a i n i n g r e q u i r e -

ment under FAP undoubtedly would be to encourage more w e l f a r e r e c i p i e n t s 

to seek employment. However, th is conclusion is not as strange (nor 

is the requirement as harsh) as i t may appear to some observers. There 

i s wel l - founded evidence ( e . g . , the r e s u l t s of the New Jersey Graduated 

Work Incen t ive Experiment) showing tha t poor people p r e f e r to work — 

even when they rece ive an income supplement. The record i s a lso f u l l 

of examples of employers rece iv ing large numbers of a p p l i c a t i o n s from 

unemployed poor persons i n the labor force i n response to even modest 

r e c r u i t i n g e f f o r t s . On the basis of these exper iences, I am reasonably 

conf ident tha t the work or t r a i n i n g prov is ion of FAP would lead to a 

const ruct ive outcome. 

On the other hand, the FAP must not be used as a device to 

force poor people to r e t u r n - - against t h e i r w i l l - - to the homes of 

r i c h people to serve long hours as aooks and maids, or as low-paid 
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l aborers on p l a n t a t i o n s and corporate farms, or as sweat-shop workers 

on the f r i n g e s of our i n d u s t r i a l s o c i e t y . At the same t ime, w e l f a r e 

r e c i p i e n t s (a long w i t h other disadvantaged members of soc ie ty ) should 

not conclude t h a t jobs which match t h e i r s k i l l s and a b i l i t i e s 

( p a r t i c u l a r l y a f t e r they have had a genuine oppor tuni ty to acquire 

t r a i n i n g and exper ience) are too lowly to be performed. So, fundamental ly , 

much of the success (or f a i l u r e ) of the FAP work or t r a i n i n g p r o v i s i o n 

w i l l depend on those pub l ic o f f i c i a l s responsib le f o r the a d m i n i s t r a t i o n 

of the program: they must i n s i s t tha t the t r a i n i n g involved i s mean-

i n g f u l and t h a t the wages, hours, and working condi t ions on the jobs 

o f f e r e d a r e not sub-standard. And above a l l , i n the long- run , the 

economy must be expanding a t a r a t e s u f f i c i e n t to provide a susta inable 

measure o f f u l l employment. 

Another c r i t i c i s m of FAP is t h a t the minimum b e n e f i t of 

$2 ,400 f o r a f a m i l y of four i s a l ready below the poverty l e v e l . I n 

f a c t , some have suggested tha t the minimum be ra ised to $5 ,500 , wh i le 

o thers have argued f o r $6 ,500. Whi le one can agree tha t the proposed 

minimum is too low, we should not confuse our preferences w i t h a c l e a r -

headed assessment of the p r o b a b i l i t i e s i n the near - te rm. Even a f i g u r e 

o f $ 3 , 6 0 0 , compared w i t h $2 ,400 , would extend coverage of FAP from 

18 m i l l i o n to 69 m i l l i o n persons, and increase the net cost from 

$ 4 . 1 b i l l i o n to $25 b i l l i o n . Extending the minimum b e n e f i t to $5,500 

would cost an e x t r a $71 b i l l i o n and cover more than h a l f the popula t ion 
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of the Uni ted States.—^ The cost and coverage consequences of the 

$6,500 f i g u r e would be so la rge tha t i t would be v i r t u a l l y impossible 

to ca r ry on a meaningful discussion of i t s impact. 

So, i n my personal judgment, these l a r g e r magnitudes are 

beyond the realm of p r o b a b l i t y , and even the $3 ,600 f i g u r e i s most 

u n l i k e l y to be taken ser ious ly by the Congress a t the present t ime. 

To me, the reason i s s e l f - e v i d e n t : the American p u b l i c is simply not 

w i l l i n g a t the present time to underwrite a system of income t ransfers 

on such a sca le . 

Concluding Observations 

I n c los ing these remarks, l e t me repeat the major theme s ta ted 

a t the outse t : our e x i s t i n g system of publ ic w e l f a r e - - a l though i t 

i s cont inuing to expand r a p i d l y - - i s not prov id ing a means to increase 

the p r o b a b i l i t y tha t those f a m i l i e s dependent on i t w i l l become capable 

o f s e l f - s u p p o r t . I n f a c t , i t may perpetuate genera t ion a f t e r genera t ion of 

poverty among the people now entrapped i n the system. Consequently, 

we need to get on w i t h the task of designing - - and implementing - - a 

r a t i o n a l system of income maintenance. 

For t h i s reason, despi te i t s weaknesses, I favor the e a r l y 

adopt ion of some vers ion of the Family Assistance Program which the 

4 / These a l t e r n a t i v e est imates were prepared by Josephine A l l e n 
fo r Charles L. Schul tze , e t . a l . , Se t t ing N a t i o n a l P r i o r i t i e s : the 
1972 Budget, Brookings I n s t i t u t i o n , Washington, D. C . , 1971, Ch. 8 , 
p. 187. 
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A d m i n i s t r a t i o n recommended l a s t year . I t s establ ishment would mean 

t h a t a s i z a b l e number of we l fa re r e c i p i e n t s — and p a r t i c u l a r l y the 

p o v e r t y - s t r i c k e n f a m i l i e s headed by females — would b e n e f i t s u b s t a n t i a l l y . 

So, r a t h e r than get bogged down i n an unpromising debate over 

the m e r i t s and l i m i t a t i o n s of a few s p e c i f i c fea tures of the p l a n , we 

should devote our energies to the e a r l y launching of an income mainten-

ance program w i t h the broad features of the FAP. Once t h i s i s i n p l a c e , 

we can always work to make f u r t h e r improvements. I n the meantime, the 

adopt ion o f the FAP would create a promising basis f o r checking the 

increased dependence on pub l ic w e l f a r e of a growing segment o f our 

p o p u l a t i o n . 
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