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INTRODUCTION. 
Controversy over welfare programs and the  
needs of the  poor has continued for  
almost two decades. Dissatisfaction with 
the current programs is widespread among 
the public, program recipients ,  loca l  
governments, welfare administrators and 
advocates fo r  the  poor. Despite almost 
unanimous condemnation of the  current 
system, the  country has been unable t o  
a c t  on i t s  concerns. The fragmentation 
of welfare programs and i n t e r e s t  groups 
and the  in tens i ty  of controversy have 
resul ted i n  p o l i t i c a l  paralysis .  

We began our study of income support, a s  
we have cal led it, a year ago. Such a 
study was necessary, we f e l t ,  because so 
many of the  issues  we looked in to  
involve t h i s  matter. Transportation, 
housing, property taxes,  chi ld  care and 
the  a r t s  a r e  a sampling of the  broad 
range of subjects we have studied which 
r a i s e  questions about income support. 

Income support is a national issue,  and 
we have t reated it a s  such. Butwe have 
approached the problem with a local  
emphasis. We have studied the  par t ic -  
u la r  circumstances of income support i n  
Minnesota, within the  national context. 
Our mcommendations include both loca l  
and national actions t h a t  w i l l  be 
necessary fo r  change. We are  hopeful 
t h a t  t h i s  repor t  w i U  furtiher an under- 

standing of the current system, and 
w i l l  give addit ional impetus t o  the 
s t a t e  and national governments t o  a c t  
quickly. 

Unlike some other inquir ies  i n  t h i s  
area we have included soc ia l  insurance 
programs such a s  Unemployment Compen- 
sat ion,  Social  Security and public 
pensions i n  our study. Also included 
is a l imited consideration of tax policy 
a s  it r e l a t e s  t o  t rans fe rs  of income. 
W e  found a b r ie f  discussion of soc ia l  
insurance and tax policy essen t ia l  t o  
an understanding of current income 
support policy. 

We have not explored the extent t o  
which the health of our national 
economy can a f f ec t  the  need f o r  income 
support. Wage policy and the  extent t o  
which our economy supports f u l l  employ- 
ment a r e  fundamental i ssues ,  but a re  
not t rea ted  here. Our study of income 
support and recommendations f o r  change 
were formulated within the  context of 
current employment and wage policy. 

The reader should a l so  be advised t h a t  
we did not study public policy on the  
providing of soc ia l  services.  Rather, 
t h i s  repor t  considers the  need fo r  
income and public po l i c i e s  which can 
meet t h a t  need. 



MAJOR IDEAS IN OUR REPORT . 

1. A s igni f icant  portion o f  the needy 
population--the working poor--is 
ine l ig ib le  for cash assistance. TWO- 
parent  working fami l i e s  a r e  excluded 
from cash ass is tance ,  while s ingle-  
parent  f ami l i e s  may earn  subs tan t i a l  
wages and r e t a i n  cash ass i s t ance  and 
f r e e  medical care.  

The layer ing of a ss i s t ance  programs--one 
f o r  each type of need and one f o r  each 
category of r e c i p i e n t s ,  c r e a t e s  a 
complex and unwieldy system t h a t  is not 
r ead i ly  understandable by t h e  general  
publ ic ,  r e c i p i e n t s  o r  even administra- 
t o r s  t r a ined  i n  the  programs. The 
patchwork of programs has not addressed 
t h e  c e n t r a l  fact-- that  we have an income 
problem i n  this country. 

I n  order t o  r a t i o n a l i z e  our system of 
income support,  a s ing le  cash ass i s t ance  
program which includes t h e  working poor 
should replace  our current  welfare 
programs. 

2. The lack o f  coordination between 
income support programs and the tax 
system creates incentives t o  reduce work 
e f for t s .  The tax-free s t a t u s  of 
welfare and s o c i a l  insurance payments 
g ives  more buying power t o  those d o l l a r s  
than it does t o  the  same income received 
through wages. 

I n  order t o  c r e a t e  equi ty  between low 
wage-earners and rec ip ien t s  of income 
t r a n s f e r s ,  welfare and s o c i a l  insurance 
benef i t s  should be sub jec t  t o  t h e  same 
income t a x  test as is earned i n c a e .  

3 .  Administrative requirements f a i l  t o  
reward work e f f o r t s  o f  recipients.  some 
welfare programs provide no f inanc ia l  

reward f o r  work e f f o r t s .  Others ac tua l ly  
penal ize  r e c i p i e n t s  f o r  working. Work 
requirements a r e  imposed, but a r e  not  
vigorously enforced. They have proved 
i n e f f e c t i v e  i n  securing fu l l - t ime jobs 
with adequate wages f o r  r ec ip ien t s .  

I n  order t o  encourage work e f f o r t s ,  a 
f inanc ia l  incent ive  t o  work should 
replace t h e  current  administrat ive require- 
ments. The new cash ass i s t ance  program 
should be s t ructured so t h a t  a l l  persons 
can improve t h e i r  f i n a n c i a l  s t a t u s  by 
working. Able-bodied persons not  caring 
f o r  dependents should receive  modest 
a s s i s t ance  payments, but  should keep a 
s izeable  por t ion  of  t h e  ass i s t ance  when it 
is supplemented with earnings. The aged, 
disabled and persons car ing f o r  dependents 
ful l- t ime should receive higher a ss i s t ance  
payments, but shoul,d keep a smaller por t ion  
of t h e  payment when it is supplemented 
with earnings. 

4. In-kind ass i s t ance  i n  t h e  form of 
vouchers and subsidized services  is  
preferred  by aoMe because it t a r g e t s  
a ss i s t ance  t o  p a r t i c u l a r  needs such a s  food, 
housing and medical care. But undesir- 
able side-effects ou-igh the advantages 
of in-kind assistance. 

* The combination of cash and in-kind 
ass is tance ,  a l l  based on an income test ,  
can r e s u l t  i n  extraordinary income losses  
when family earnings increase s l i g h t l y .  
The l o s s  of in-kind benefkts  can outweigh 
the  gain i n  cash income. 

* Some in-kind programs provide f u l l  payment 
f o r  services.  This can r e s u l t  i n  
unnecessary use of services ,  and rec ipient /  
consumer's l o s s  of i n t e r e s t  i n  cost-  
control .  



*1n-kind programs which are not fully- 
funded concentrate expenditures on a 
few, excluding other equally needy 
persons from assistance. 

*1n-kind assistance can prevent 
recipients from meeting their needs 
adequately by imposing restrictions 
on how money may be spent. 

The undesirable side effects of in-kind 
assistance call for a move toward 
provision of assistance in cash. As a 
start, Food Stamps and the Section 8 
Rent subsidy program should be 
eliminated, and the funds committed to 
a new single cash assistance program 
for the poor. The Medicaid program 
should require a minimal payment from 
recipients for services, rather than 
providing cmpletely free care. 

5 Simple, comprehensive i n f o m t i o n  
on assistance programs i s  not  routinely 
available t o  potential recipients. An 
office visit is required to obtain this 
information. Offices for different 
assistance programs are scattered around 
town. These difficulties inhibit the 
access of eligible persons to assistance 
which they have a right to receive. 

Administrative procedures should assure 
that persons are routinely informed of 
the maximum benefits for which they may 
qualify. Full information should be 
available by telephone and through 
written materials. Only a single office 
visit should be necessary to complete 
application for assistance. 

In order to better inform eligible 
persons of available benefits, advertis- 
ing in the media, public buses and other 
locations should be used. A single 
listing for information on income 
assistance should appear at the front 
of the phone book. In-take offices for 
income support programs should be 
dfspersed inrclusters throughout the 
community whenever possible. 
Administrative n t a f f  should be" 
available to train in-ested 

I private citizens in the basics of 
program eligibility and in-take. This 
will enable citizens to act as advocates 
and help others through the system. 

6. Minnesota has authority to make some 
changes in welfare programs without 
prior authorization from national units 
of government. Decisions on administra- 
tive policies which affect access to 
assistance are largely within the 
state's control. In addition, Minnesota 
has control over two wholly state-run 
programs which receive no federal 
funding: General Assistance and 
Minnesota Supplemental Aid. 

Recommendations to change our income 
support system are most often made to 
the national government. This is 
appropriate. National action will be 
needed to accomplish all the changes 
necessary. But this should not prevent 
the state from taking action on its own 
in those areas where it has juris- 
diction. I n  the next year, Minnesota 
should pursue three avenues for changing 
our income support system: 
* The state legislature should take action 
where it has authority to do so; 

 h he Minnesota Department of Public 
Welfare should request waivers from the 
U.S. Department of Health, Education and 
Welfare to make recommended changes in 
the AFDC and Medicaid programs; and 

* The Governor, together with his exec< 
tive agencies, should formulate a 
comprehensive plan for change and submit 
it to the state legislature. Once it 
is approved, the legislature should 
forward the plan to the Minnesota 
congressional delegation, and request 
that a federal law be passed allowing 
Minnesota to implement those changes not 
already covered by waivers. 

The simultaneous pursuit of these three 
avenues should maximize our ability to 
complete the necessary changes in the 
shortest amount of time. 
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BACKGROUND 

Publ ic  expendi tures  on income support  
programs increased  from $38.5 b i l l i o n  i n  
1965 t o  $171.6 b i l l i o n  i n  1 9 7 5 , ~  an 
inc rease  of 345%. The $171.6 b i l l i o n  
represented  11.9% of  t h e  g r o s s  n a t i o n a l  
product  and 34.6% of a l l  government 
spending i n  1975. 

Public expenditures for 'income support'' 
have quadrupled in ten years. 

'Wdfare'3 is only a small part of the income 
support system. 

Wqp m the primary s o u m  of income'in 
Al~mics.  

I n  1975, p u b l i c  expendi tures  on 
'wel fa re '  programs represented  l e s s  
than  1/4 of  a l l  p u b l i c  expendi tures  on 
income support.  A s  a percentage of  
expendi tures  on income suppor t ,  
'wel fa re '  expenditures  grew from 16.4% 
i n  1965 t o  23.7% i n  1975. 

Although t h e  d e t a i l s  of  ou r  r e p o r t  d e a l  
p r imar i ly  wi th  t h e  'wel fa re '  programs, 
we found it e s s e n t i a l  t o  inc lude  t h e  
' insurance '  programs i n  ou r  s tudy  of  
income support .  While ' insurance '  
programs gene ra l ly  r e q u i r e  some p r i o r  
f i n a n c i a l  con t r ibu t ion  by r e c i p i e n t s  o r  
t h e i r  employers, t hey  a l s o  inc lude  
payments t o  r e c i p i e n t s  t h a t  a r e  drawn 
from o t h e r  persons ,  through p a y r o l l  
t axes  o r  gene ra l  t axes .  This  i s  t h e  
e s s e n t i a l  f a c t o r  which 'wel fa re '  and 
' insurance '  programs have i n  common: 
Recip ien ts  of bo th  types  of programs 
a r e  r ece iv ing  some funds which a r e  
t r a n s f e r s  of  income from one group t o  
another .  I n  a d d i t i o n ,  bo th  k inds  of  
programs a r e  designed t o  meet income 
needs. ' Insurance '  can be thought  of  as 
t h e  f i r s t  l i n e  of defense a g a i n s t  income 
needs, and 'wel fa re '  as t h e  l a s t  r e s o r t ,  
when o t h e r  means have been exhausted. 

~ l t h o u g h  expenditures  on income 
suppor t  have grown enormously, it is  
important  t o  remember t h a t  wages a r e  
st i l l  t h e  primary source of  income i n  
t h e  U.S. I n  1975 wages accounted f o r  
86% of  a l l  money income f o r  male-headed 
f a m i l i e s  and 65% o f  a l l  money income 
f o r  female-headed f ami l i e s .  For t hose  
f a m i l i e s  l i v i n g  below poverty4 l e v e l ,  
wages accounted f o r  53% of  a l l  money 
income f o r  male-headed f a m i l i e s  and 27% 
o f  a l l  money income f o r  female-headed 
fami l ies .  

~k aetd for income support var*s.- 
natiodly. 
The p o r t i o n  of  t h e  popula t ion  l i v i n g  i n  
pover ty  v a r i e s  from s t a t e  t o  state. 
Payment l e v e l s  i n  t h e  'wel fa re '  programs 
a l s o  vary  by s t a t e .  The National  Journa l  
has  es t imated  t h a t  8.3% of  Minnesota's 
popula t ion  l i v e d  i n  pover ty  i n  1975. 
This  compares w i th  12.1% of t h e  U.S. 
popula t ion  as a whole. 

Minnesota's a s s i s t a n c e  payments t o  needy 
persons a r e  r e l a t i v e l y  high compared 
wi th  t h e  r e s t  o f  t h e  na t ion .  Minnesota's 
AFDC payment s t anda rds  a r e  1 1 t h  h ighes t  
i n  t h e  na t ion .  I n  1975, Minnesota's 
AFDC program p a i d  a maximum of $385/month 
t o  a four-person family. This  compares 
w i th  $60/month f o r  a similar family i n  
Mis s i s s ipp i  i n  1975. 

.- 
Some pemom a n  persistcatty poor. 1 
A U.S. Department of Heal th,  Education 
and Welfare s tudy  o f  5,000 f a m i l i e s  
over  s i x  y e a r s  from 1967-1972 found t h a t  



21% of them were poor i n  a t  l e a s t  one 
year, while 2% were poor every year fo r  
s i x  years. 7% had an average income 
fo r  t he  six-year period below poverty 
level .  * 
Both education and race a f f e c t  persons' 
chances of being pers i s ten t ly  poor. A 
Michigan study9 found tha t ,  while s i x  
grades of education dropped white 
persons' chances of being pers i s ten t ly  
poor from 40-20%, it took a t  l e a s t  some 
college t ra in ing  t o  do the  same f o r  
black persons. In  1975, 27.6% of a l l  
blacks and only 8.2% of a l l  whites 
residing i n  metropolitan areas  had 
incomes below poverty level .  

Divorce is a major cause of poverty. 

Over the  pas t  25 years, more and more 
persons have chosen t o  create  separate 
household un i t s ,  thus increasing t h e i r  
l iv ing  expenses. I n  1950, 5.6% of a l l  
married couples did not have t h e i r  own 
household ( i - e . ,  they shared a house- 
hold with f r iends  o r  r e l a t i ve s ) .  Zn 
1975 only 1.3% of married couples did 
not have t h e i r  own household. l o  The 
number of 'sub-families'll  i n  the U.S.  
decreased from 2.4 mill ion i n  1950 t o  
1.3 mill ion i n  1975, a decrease of 
43.8%. 

Today, divorce is a s ign i f ican t  factor  
contributing t o  the  need fo r  income 
support. "A major way t o  climb out  
of poverty i s  t o  ge t  married, and a 
major way t o  f a l l  i n to  it is t o  ge t  
divorced," concluded the  Michigan 
study. The study found t h a t  divorced 
women who a r e  heads of families a r e  
worse of f  f inancial ly  than any other  
family heads and a r e  much more l i ke ly  
t o  l i v e  below poverty level .  This 
conclusion corresponds with the 
Ramsey County Department of Welfare's 
1974 Annual Report which noted t h a t  

45% of the. divorces i n  Rammy Cburrty 
i n  1974 resul ted i n  one par ty  going on 
public assistance.  The Michigan study 
concluded t h a t  women who a re  widowed, 
separated o r  divorced have a be t t e r  
than 50-50 chance of f a l l i n g  below 
poverty level .  

- 

The major difference between the  need fo r  
income support today and 25 years ago is 
tha t  today a major p a r t  of t he  need is 
created by the establishment of new 
households. The earnings of two 
individuals both working outside the  home 
full-time a r e  l e s s  l ike ly  t o  be adequate 
when the  persons l i v e  separately than when 
they share a household. And, the  creation 
of a new household un i t  without an 
addi t ional  wage earner is  even more l i ke ly  
t o  r e s u l t  i n  poverty, a s  evidenced by the  
Michigan study. 

Dissmtisfaction with our i ~ m w  m- 
system is widespread. 

A huge, complex system has evolved i n  the  
U.S. t o  d i s t r i bu t e  income support through 
a var ie ty  of programs. The system is 
c r i t i c i z e d  f o r  its lack of fa i rness ,  its 
bu i l t - in  penal t ies  fo r  work e f fo r t s ,  i ts  
cost ,  alleged abuses, overlapping programs, 
and gaps i n  assistance.  It is f a i r  t o  say 
t h a t  no one defends the current system: No 
one wants t o  see it kept i n  i ts present form 

Several major proposals f o r  change have 
been advanced, but none has yet  been acted 
upon. The national debate is  act ive ,  and 
the Carter administration promises a major 
proposal soon. While the des i re  f o r  change 
i s  v i r t u a l l y  unanimous, it is  important t o  
recognize the strong forces  which tend t o  
prevent change: Each of the programs now 
i n  place has i ts  own constituency; adminis- 
t r a t i v e  and l eg i s l a t i ve  responsibi l i ty  f o r  
the  programs is fragmented, and, there  is  

-- strong pressure t o  r e t a in  o r  expand 
benef i t s  without increasing expenditures. 



THE MAJOR ISSUES OF INCOME SUPPORT 

Questions of equity include elements of 
the  other  s i x  i s sues  we have iden t i f i ed .  
I n  t h i s  f i r s t  sect ion,  we w i l l  i s o l a t e  
those items from a l l  seven sect ions  
which pe r t a i n  t o  equity.  The remaining 
s i x  sect ions  w i l l  t r e a t  problems r e l a t ed  
t o  the  i s sues  i den t i f i ed  i n  the  headings, 
apar t  from the equity question. 

The fundamental inequity created by 
today's income support programs is t h a t  
persons i n  s imi lar  circumstances a r e  
t r ea ted  d i f fe ren t ly .  A va r ie ty  of publ ic  
po l i c i e s ,  r u l e s  and regula t ions  combine 
t o  c rea te  t h i s  e f f ec t .  Some examples: 
Free medical care is  avai lable  t o  
rec ip ien t s  of c e r t a i n  cash programs and 
not  t o  non-recipients whose incomes may 
be lower; two-parent famil ies  may be 
i ne l i g ib l e  f o r  ass is tance  even when 
t h e i r  income is lower than t h a t  of 
e l i g i b l e  single-parent famil ies ;  t he  
bl ind receive higher benef i t s  than the  
disabled;  income support payments a r e  
tax-free, although the  same income from 
wages i s  subject  t o  income tax .  These 
fac to rs  combined c rea te  an i r r a t i o n a l ,  
complicated and unfai r  system t h a t  
excludes some needy persons from 
ass is tance .  A more de ta i l ed  descr ip t ion 
of t h e  problem follows : 

The working poor excluded from fuh 
tance. 

The federal  income support program f o r  
families with dependent chi ldren (AFDC) 
provides benef i t s  f o r  two-parent famil ies  
only when the  f a the r  works l e s s  than 100 
hours per  month, o r  the  mother is incapac- 
i t a t ed .  I f  the  fa the r  works more than 100 
hours, and the mother is  able-bodied, the  
family is  i ne l i g ib l e  f o r  ass is tance ,  

regardless of income. However, i f  the  
mother works full- t ime and the  fa the r  
sti l l  works l e s s  than 100 hours, the  
family w i l l  r e t a i n  e l i g i b i l i t y  f o r  
ass is tance  i f  i t s  income is within t he  
limits prescribed. E l i g i b i l i t y  f o r  
single-parent famil ies  is  d i f f e r en t ,  and 
w i l l  be t r e a t ed  i n  a separate section.  

A two-parent family with two children,  
and t he  fa the r  working part-time earning 
$4,00O/year would receive $2,904/year 
i n  cash ass is tance .  After paying $234 
i n  taxes,  t he  family would have a n e t  
income of $6,670. I f  t he  fa the r  ge t s  a 
ful l- t ime job and increases h i s  earnings 
t o  $5,265/yearI the  family l o se s  e l i g i -  
b i l i t y  f o r  cash ass is tance .  I t  pays 
$308 i n  Socia l  Securi ty taxes,  and 
receives a federa l  t ax  c r e d i t  of $274, 
leaving a ne t  income of $5,231 fo r  the  
year,  a l o s s  of $1,429 i n  ne t  income. 
The f a the r  has increased h i s  earnings 
from $4,000 t o  $5,265/yearI but the  
family has l o s t  $1,429 i n  net  income. 
(See Table 1 .) 

Another way t o  understand t he  impact 
of t h i s  e l i g i b i l i t y  r u l e  is  t o  compare 
the  ne t  incomes of two iden t ica l  two- 
parent  famil ies ,  one with a fa the r  
working part-time o r  mother working 
full- t ime,  and the  o ther  with a f a the r  
working full-time: 

I f  both famil ies  had two children,  and 
annual gross wages of $4,00O/year, the  

, d i f f e r ence  i n  t h e i r  net  incomes would 
be approximately $2,400. 

The part-time working fa ther  o r  f u l l -  
time working mother's family would have 
a ne t  income of $6,670, a s  i l l u s t r a t e d  
above. A ful l- t ime working f a the r ' s  
family with $4,095 i n  gross earnings 



Table 1 

+ m8-PARENT FAMILY OF FOUR . - 
2 

Annual Taxes AFDC Net 1ncome Gross Wages 

$4,000 
father works 
part-time 

$5,265 - $ 34 $0 $5,231 
father works 

I ful l- t ime 

would pay $240 i n  Socia l  Secur i ty  tax 
and receive  a f ede ra l  t a x  c r e d i t  of 
$390, leaving a n e t  income of  $4,245. 

~ l i g i b i l i t y  f o r  Food Stamps l e s sens ,  
but  does no t  e l iminate ,  t h e  gap i n  
income between these  two famil ies .  
The family with a gross  income of 
$4,095 would qua l i fy  f o r  approximately 
$850 i n  Food Stamp bonuses ( t h e  value 
of stamps f o r  which the  family does 
not  pay). The family with a g ross  
income of  $4,000 and receiv ing AFDC 
would qua l i fy  f o r  approximately 
$700 i n  Food Stamp bonuses. This 
narrows t h e  gap by $150, but  a gap 
-- ! j of $2,275remains. ( S e e T a b l e 2 . )  

The two-parent family w i l l  do b e t t e r  
f i n a n c i a l l y  i f  the  f a t h e r  works l e s s  
than fu l l - t ime,  unless he can earn more 
than $7,02O/year. l2 A t  those  wages, 
t h e  family would rece ive  approximately 
$420 i n  Food Stamps and would pay $494 
i n  taxes ,  leaving a n e t  income of 
$6,946, s t i l l  $424 less than t h e  income 
of  a family with $4,000 i n  g ross  
earnings where t h e  f a t h e r  works l e s s  
than ful l- t ime.  (See Table 2.) 

.AFDC recipients may earn more than 
ineligible AFDC appliants. 
A work incent ive  i s  b u i l t  i n t o  t h e  a i d  
program f o r  f ami l i e s  ~ 5 t h  dependent 

Table 2 

TWO-PARENT FAMILY OF FOUR 1 

Annual Food Stamp Net 
Gross Wages Taxes AFDC Bonus Incom 

$4,000 - $234 
father works part-time 
and/or mother works 
fu Z 2- time 

$4,095 + $150 c r e d i t  $0 + $850 $5,095 
father works full-time 

$7,020 - $494 $0 + $420 $6,946 
father works ful l- t ime 

r4 



ch i ld ren  (AFDC). This means t h a t  when 
r e c i p i e n t s  go t o  work ou t s ide  t h e  home, 
they r e t a i n  p a r t  of t h e i r  benef i t s .  
They a r e  the re fo re  ab le  t o  improve t h e i r  
f i n a n c i a l  s i t u a t i o n  by taking employment 
outs ide  t h e  home. The work incent ive  
app l i e s  t o  a l l  s ingle-parent  f ami l i e s ,  
two-parent f ami l i e s  where t h e  mother 
works ful l- t ime o r  t h e  f a t h e r  works l e s s  
than fu l l - t ime,  and two-parent f ami l i e s  
where t h e  mother is  disabled  and t h e  
f a t h e r  works f u l l - t h e .  

- -- 

The formula f o r  determining how much 
of  a cash g ran t  can be re t a ined  a s  
earnings increase  is known a s  t h e  
'30-and-1/3' formula. F i r s t  $30 i a  
subt rac ted  from gross  monthly earnings;  
then 1/3 of  t h e  remainder is  subt rac ted;  
then work expenses--including withholding 
t a x ,  t r anspor ta t ion  and c h i l d  ca re  
expenses, union dues and expenses f o r  
uniforms and lunch--are subt rac ted  from 
t h a t .  The f i n a l  f igure  is compared with 
t h e  g ran t  a family would g e t  with $0 
earnings and t h e  b e n e f i t  payment w i l l  
equal  t h e  d i f fe rence  between t h e  two. 
When t h e  remaining income equals  t h e  
g ran t ,  t h e  family i s  i n e l i g i b l e  f o r  
a s s i s t ance .  A s  a p r a c t i c a l  mat ter ,  t h e  
formula provides t h a t  a Minnesota s ingle-  
parent  family with two chi ldren  could 
r e t a i n  e l i g i b i l i t y  f o r  a s s i s t ance  
through gross  earnings of  $15,00O/year. 
The average earnings of Minnesota AFDC 

r e c i p i e n t s  working outs ide  t h e  home i s  
$4,80O/year. Table 3 i l l u s t r a t e s  t h e  
'30-and-1/3' formula f o r  a s ingle-  
parent  family of t h r e e  with gross  
earnings of $15,00O/year. 

The reason t h a t  persons may be b e t t e r -  
o f f  t o  q u i t  a job and t o  resume 
employme,nt a f t e r  qual i fy ing f o r  
a s s i s t ance  i s  t h a t  t h e  work incent ive  
is applied a f t e r  a family g e t s  on t h e  
program, but  not  when t h e  family f i r s t  
app l i e s  f o r  a s s i s t ance .  

For example, a s ingle-parent  family 
with two chi ldren  and earnings of 
$$,850/year o r  $488/month, and work 
expenses of $112/month would be 
i n e l i g i b l e . f o r  ass is tance:  gross  
earnings minus work expenses equal 
$376/month, and t h e  payment standard 
f o r  a fqn i ly  t h a t  s i z e  is $330/month. 
The familly is $46 over t h e  e l i g i b i l i t y  
l i m i t .  But i f  t h e  same family appl ied  
t o  t h e  program when its income was $0, 
and then proceeded t o  earn  $5,85O/year 
a f t e r  be,coming e l i g i b l e  f o r  t h e  
program, the  work incent ive  would be 
applied. I n  t h a t  case t h e  family 
would re,ceive $720/year i n  AFDC 
benef i t s1 ,  and would pay $342 i n  Soc ia l  
Secur i ty  taxes ,  leaving a n e t  income of 
$6,228. This compares with a n e t  income 
of  $5,723 f o r  t h e  family t h a t  is n o t  
e l i g i b l e  f o r  ass is tance .  (See Table 4.) 

Table 3 

'30-AND-1/3' FORMULA--SINGLE-PARENT FAMILY OF THREE 

gross  earnings $1,25O/month 
' 30' - 30 

$1,220 standard g ran t  with no 

'113 ' - earnings,  family of  3: $330/month 406.26 ' n e t '  income - 320.21 813.74 a c t u a l  g ran t  $ 9.79/month 
work expenses* - 493.53 
' n e t '  income $ 320.21/month 

* Work expenses p e r  month c o n s i s t  o f :  $73.13 Soc ia l  Secur i ty  t a x ,  $198.60 
Federal t a x ,  $81.80 Minnesota t ax ,  $100.00 c h i l d  ca re ,  $22.00 lunches and $18.00 
t ranspor ta t ion .  



TABLE 4 

SINGLE-PARENT FAMILY OF THREE 

Annual AFDC Net Taxes Gross Wages Income 

AFDC appZicant: 
TW ' 30-and- 1/3 ' 

$5,850 
AFDC recipient : 
' 30-and- 1/3 ' 

* Tax l i a b i l i t y  is higher f o r  t h i s  family because t h e  earned income c r e d i t  was 
not  included i n  t h e  ca lcula t ion.  

C- 

Recipients of major cash ass i s t ance  
programs a r e  automatically e l i g i b l e  
f o r  f r e e  medical care  under the  
Medicaid program. 

Recipients of cash assistmnce are 
I automatially eligible for free medical care. 

The Medicaid program provides f i r s t -  
d o l l a r  coverage f o r  doctor v i s i t s ,  
t e s t s ,  operat ions,  p resc r ip t ions  and 
i n s t i t u t i o n a l  care.  Recipients may 
choose t h e i r  own physicians. A family 
of th ree  i n  Minnesota uses  an average 
of $133/month o r  $1,596/year i n  
Medicaid benef i t s .  A s ing le  a d u l t  
i n  Minnesota uses an average of 
$80/month o r  $960/year. 

-- - -- - 

We could then have a s i t u a t i o n  l i k e  t h a t  - 
i l l u s t r a t e d  i n  Table 5. 

We have explained e a r l i e r  how r e c i p i e n t  
f ami l i e s  ( those receiving cash 
ass is tance)  may have higher ne t  incomes 
than famil ies  t h a t  a r e  i n e l i g i b l e  f o r  
ass is tance .  The r e c i p i e n t  f ami l i e s  
a l s o  receive f r e e  medical care.  Unless 
medical expenses of non-recipient 
famil ies  a r e  q u i t e  high, it i s  unlikely 
t h a t  they w i l l  qua l i fy  f o r  Medicaid. 
It is therefore  probable t h a t  many 
rec ip ien t  f ami l i e s  would be i n e l i g i b l e  
f o r  Medicaid by v i r t u e  of an income 
t e s t .  The automatic e l i g i b i l i t y  f o r  
f r e e  medical ca re  widens t h e  d i s p a r i t y  
between the  f inanc ia l  well-being of 
r ec ip ien t  and non-recipient families.  

1 Income support payments are not m b k .  
Many Western European nations t ax  t h e i r  
income support payments, including 
Unemployment Compensation benef i t s ,  
Social  Securi ty and 'welfare ' .  This is 
not  so i n  t h e  United S t a t e s  o r  i n  
Minnesota. A t a x  on income support 
payments may seem unreasonable o r  
unnecessary but ,  without it, income 
support may become more a t t r a c t i v e  than 
wages a s  a source of income. 

For example, a family with gross  wages 
of $11,00O/year w i l l  pay $2,831 i n  
Socia l  Securi ty,  s t a t e  and federa l  taxes,  
leaving a ne t  income of $8,169 f o r  the  
year. A second family with gross  wages 
of $9,028 and unemployment benef i t s  of 
$1,830 col lec ted  during 15 weeks of 
unemployment would have a n e t  income of 
$10,858 f o r  the  year: they would pay 
$2,117 i n  Socia l  Securi ty,  s t a t e  and 
federa l  taxes  on t h e  wages, and no t ax  
on the  unemployment benef i t s .  (See 
Table 6. ) 

Although 'welfare '  benef i t s  and Unemploy- 
ment Compensation a r e  not  subject  t o  any 
income tax  i n  Minnesota o r  the  United 
S t a t e s ,  s t e p s  have been taken i n  t h i s  
d i rec t ion .  The Minnesota Low Income Credit ,  



Table 5 
- - - -  - - 

AUTOMATIC ELIGIBILITY FOR MEDICAID 
- - -  - 

- .  

l e t  Income Sum of  N e t  Income Annual Average Medicaid Af te r  Cash and Medicaid 
Gross Wages *%ant & Taxes Benef i t s  Bene f i t s  

s i n g l e  pa ren t ,  
two c h i l d r e n  $5,000 $7,517 $1,596 

receive cash 
assistance 

two pa ren t s ,  
two c h i l d r e n  $5,265 $5,231 

no cash 
assistance 

Homestead Cred i t  and Renter 's  Cred i t  
t a k e  i n t o  account a l l  income support  
payments i n  determining e l i g i b i l i t y  f o r  
t h e s e  c r e d i t s .  The Minnesota Tax Study 
Commission has  discussed a t a x  
s i m p l i f i c a t i o n  measure t h a t  would t r e a t  
a l l  income t h e  same f o r  purposes of t h e  
Minnesota income t ax .  This  would 
inc lude  wages, income support  payments 
and o t h e r  income t h a t  i s  c u r r e n t l y  tax- 
exempt. I n  add i t ion ,  s t e p s  have been 
taken by t h e  1977 Minnesota Leg i s l a tu re  
i n  t h i s  d i r e c t i o n :  

A p o r t i o n  of  m i l i t a r y ,  f e d e r a l ,  s t a t e  
and l o c a l  government pension incame w i l l  
now be sub jec t  t o  t h e  Minnesota i n c a w  

t ax .  The 1977 omnibus t a x  b i l l  p rovides  
t h a t  t h e  f i r s t  $7,200 i n  pension income, 
reduced by any S o c i a l  Secur i ty  o r  
Rai lroad Retirement b e n e f i t s  received 
o r  any earned income, s h a l l  be exempt 
from g r o s s  taxable  income. Any pension 
income above t h a t  amount w i l l  be 
s u b j e c t  t o  t h e  Minnesota incape tax. 

A b i l l  which passed t h e  Minnesota 
Senate and i s  i n  t h e  House Tax 
Committee would t a x  unemployment 
b e n e f i t s  when b e n e f i t s  p l u s  f e d e r a l  
ad jus ted  g r o s s  income exceed $15,000. 
Only t h e  p o r t i o n  of  unemployment 
b e n e f i t s  exceeding $15,000 would be 
s u b j e c t  t o  tax .  

Table 6 

UNEMPLOYMENT BENEFITS 

Annual Untaxed Taxes N e t  Gross Unemployment on Wages Income Wages Benef i t s  

$11,000 
worked 5 2  wks. 

$9,028 - $2,117 + $1,830 $8,741 
w o ~ k e d  37 wko. - $ l B l / w k .  for 

15 wks. 



.-.- The aged, blind and disabled are each treated 
differently by the 'welfare' system. 
Recipients of Minnesota's supplemental 
program f o r  t h e  aged, b l ind  and 
disabled14 a r e  t r e a t e d  d i f f e r e n t l y  
depending on which category they f i t .  
For example, disabled persons must 
reduce t h e i r  ne t  worth t o  a smaller  
sum than must b l ind  persons i n  
order t o  qual i fy  f o r  a ss i s t ance  from 
t h i s  program. 

A b l ind  person may keep $2,000 i n  
personal property,  t h e  f i r s t  $85 i n  
earned income, and hal f  of  any income 
above $85, and sti l l  be e l i g i b l e  f o r  
ass is tance .  But a d isabled person can 
keep only $300 i n  personal  property,  
$500 i n  l i f e  insurance, t h e  f i r s t  $20 
of earned income, and hal f  of  t h e  next 
$60 i n  earned income and sti l l  be 
e l i g i b l e .  

The d i s p a r i t y  i n  e l i g i b i l i t y  c r i t e r i a  
stems from the  f a c t  t h a t  we once had 
two separa te  ass i s t ance  programs f o r  
t h e  b l ind and disabled.  Now they a r e  
covered by one program, but  t h e  
e l i g i b i l i t y  c r i t e r i a  from t h e  o l d  
programs a r e  sti l l  used. 

S o w  in-kind programs are not fully funded. 

Funds f o r  some in-kind programs a r e  
l imi ted  and a r e  i n s u f f i c i e n t  t o  meet 
the  needs of a l l  e l i g i b l e  persons. 
This means t h a t  we concentrate expen- 
d i t u r e s  on the  por t ion  of e l i g i b l e  
persons who do benef i t .  

For example, f edera l  T i t l e  XX regula- 
t i o n s  allow counties t o  provide f r e e  
c h i l d  care  t o  famil ies  with income 
below 80% of the  s t a t e ' s  median income. 
I n  addi t ion ,  counties may provide ch i ld  
care  services  with a s l i d i n g  f e e  sca le  
f o r  f ami l i e s  with income between 80% 
and 115% of t h e  s t a t e ' s  median. Using 
t h e  maximum federa l  d o l l a r s  a l l o t t e d  
t o  t h i s  program, Hennepin County i s  
ab le  t o  provide f r e e  ca re  only t o  
those fami l i e s  with income below 60% of  

t h e  s t a t e ' s  median income. Funds a r e  noti 
ava i l ab le  t o  provide f r e e  care  t o  t h e  60- 
80% group, o r  a s l i d i n g  f e e  sca le  t o  t h e  
80-115% group. The county es t imates  t h a t  
the re  a r e  twice a s  many e l i g i b l e  chi ldren 
i n  t h e  60-80% group t h a t  receive no funds, 
a s  i n  t h e  0-60% group which receives  f r e e  
care.  

S imi la r i ly  i n  t h e  Section 8 Rent Subsidy 
program, funds a r e  not  avai lable  t o  
meet t h e  needs of a l l  e l i g i b l e  persons. 
There i s  a waiting list of 1,200 f o r  
Section 8 u n i t s  administered by t h e  
Metropolitan Council, and a waiting l is t  
of 500-700 f o r  u n i t s  administered by the  
Minneapolis Housing and Redevelopment 
Authority. A family with $4,000 gross  
income occupying a Section 8 u n i t  could 
receive  a subsidy of  $1,30O/year, while 
a s imi la r  family on t h e  wait ing l is t  
would receive  no b e n e f i t  from t h e  program. 

'Welfare' eligibility criteria dktate Bow 
income m a y  be invested. 

E l i g i b i l i t y  c r i t e r i a  f o r  'welfare '  
programs place  separate l i m i t s  on t h e  
value of  l i f e  insurance, prepaid b u r i a l ,  
personal property and a home. I f  any 
of  the  l i m i t s  i s  exceeded, appl icants  
w i l l  be i n e l i g i b l e  f o r  ass is tance .  

- - - 

For example, AFDC appl icants  may have 
a maximum of $500 cash surrender value 
i n  l i f e  insurance; $750 prepaid b u r i a l ,  
$7,500 equity i n  a home ( t h i s  may be 
waived by the  county); and $300 i n  
o ther  l i q u i d  a s s e t s  f o r  one parent  
and one ch i ld ,  $500 f o r  two o r  more 
children.  This means t h a t  i f  
persons choose t o  i n v e s t  t h e i r  money 
i n  a home, o r  keep t h e  money i n  
savings, ins tead of inves t ing i n  
l i f e  insurance o r  a prepaid b u r i a l ,  
they could be i n e l i g i b l e  f o r  
ass is tance .  I f  an appl icant  had $800 
i n  l i q u i d  a s s e t s ,  and no investment 
i n  l i f e  insurance, he o r  she would 
be i n e l i g i b l e  f o r  ass is tance .  
Another person with $800--$500 i n  
l i f e  insurance and $300 i n  o the r  
l i q u i d  assets--would be e l i g i b l e .  



The unequal treatment of persons in similar 
circumstancts and built-in iaceatives to quit 
work must be eliminated. 
The inconsistencies i n  how needy persons 
a r e  t rea ted  can be seen a t  every step. 
More specif ical ly ,  the  discrimination 
against  families with male heads-of- 
household working full-time a t  low wages 
i s  perhaps the most serious f a i l u r e  of 
today's income support system. Our 
categorical  a id  programs penalize male 
family-heads f o r  working full-time and 
for  staying with t h e i r  families. The 
categorical  e l i g i b i l i t y  ru les  f o r  AFDC 
ef fec t ive ly  eliminate a s ign i f ican t  
portion of the  needy population from 
assistance.  Although Food Stamps a r e  
available t o  t h i s  population, they do 
not make up the  income gap between t h i s  
group and those who a re  e l i g i b l e  f o r  
cash assistance.  I n  a .  society such 
a s  our own which places a high value on 
employment, public policy t h a t  penalizes 
work e f f o r t s  is  especially misguided. 

The f a i l u r e  t o  use the work incentive 
when persons apply f o r  assistance a s  
well a s  a f t e r  they have become e l i g i b l e  
f o r  assistance makes 'welfare' plus 
work more lucrat ive  than work alone f o r  
the low wage earner. This creates  an 
incentive t o  reduce earnings i n  order 
t o  become e l i g ib l e  f o r  a 'welfare' 
payment. A consistent  work incentive 
policy must make it more advantageous 
f o r  persons t o  increase t h e i r  earnings 
a t  a l l  times, not j u s t  a f t e r  they have 
gained access t o  a 'welfare'  program. 

Automatic e l i g i b i l i t y  fo r  f r ee  medical 
care now is a bonus t h a t  makes 'webfare' 
more a t t r a c t i v e  than full-time work a t  
low wages. I f  work is  t o  be an 
a t t r ac t i ve  a l te rna t ive ,  t h i s  d i spar i ty  
must be eliminated. To create  more 
equity between recipients  of cash 
assistance and non-recipients, e l i g i -  
b i l i t y  f o r  medical care should be 
uniform fo r  the two groups. 

The f a i l u r e  t o  subject  income support 
payments t o  a tu t e s t  creates  ye t  

_--_ 
another inequity f o r  wage earners. The 
source of income should not make a 
difference fo r  purposes of income 
taxes. The person with a gross incoma . 
of $11,000 gained from working a l l  year 
should not be worse off  f inancial ly  than 
the person with $11,000 gross income 
gained from working pa r t  of the  year and 
col lect ing unemployment benef i ts  the  
r e s t  of the year. This inequity must be 
addressed. The actions of the 1977 
Minnesota Legislature a re  a s tep  i n  the  
r i gh t  direction.  

I The d i f f e r e n t i a l  treatment of the blind,  
the  aged and the disabled is a vestige 
of old  programs and has no re la t ion  t o  

. a c tua l  needs. It contributes t o  the  
apparent a rb i t ra r iness  of our income 
support programs, and t o  unnecessary 
complexity i n  Minnesota's Supplemental 

9 Aid program. 

dwhen l imited funding f o r  assistance 
programs is concentrated on only p a r t  
of the  e l i g ib l e  population, it crea tes  

! inequi t i es  among e l i g ib l e  persons. 
Rather than excluding e l i g i b l e  persons 
from assistance,  it would be more 
desi rable  t o  divide l imited funds among 

/ e l i g i b l e  persons, o r  t o  fu l l y  fund 
ass is tancs  programs. 

The var ie ty  of e l i g i b i l i t y  c r i t e r i a  
concerning personal property and 
asse t s  a r e  pa te rna l i s t i c .  They add 
t o  the  complexity and apparent arbi-  
t r a r i ne s s  of 'welfare'  programs. 
Some kind of asse t s  t e s t  is  necessary 
t o  assure t h a t  funds a r e  concentrated 
on the  poor. However, separate 
accounting of l i f e  insurance, savings, 
automobile, household goods and a 
home is unnecessary. I n  par t i cu la r ,  
l i m i t s  on home equity may keep some 
needy persons from receiving ass is-  
tance. We a re  not concerned t h a t  
persons who own expensive houses may 
receive income assistance.  I f  the  
house expenses a r e  too high t o  keep 
up, the  house w i l l  be sold. A home 
equity t e s t  i s  not necessary t o  
bring about such action.  



WORK INCENTIYES AND 
- .REQWlREMENTS - -...,-- - 

Two questions are at the heart of the 
controversy over income support policies 
on work: Should able-bodied people work 
for a living? Will they work for 
a living when income support payments 
are provided for the unemployed? 

Most everyone would agree that those 
who are able should support themselves. 
The question of whether most people want 
to work, or will work, is more contro- 
versial. However, it is clear that the 
translation of the first premise into 
public policy on income support programs 
has failed to accomplish its purpose. 
Work requirements in some programs are 
not enforced, and are not accompanied 
by financial incentives to work. In 
other programs, financial incentives 
allow persons to retain cash assistance 
through fairly high levels of earnings. 
The policies on work are contradictory, 
inequitable and ineffective in 
producing the desired result. More 
specific details on these policies and 
the controversy surrounding them 
follow. 

- - -  
. Work registration is an ineffective tod for ." 

securing employment. 
Generally, programs providing assistance 
to non-aged, able-bodied persons will 
require that recipients register for 
uork as a condition for receipt of 
assistance. Work registration means 
that persons must sign up at an 
employment office and demonstrate that 
thy are willing to accept suitable job 
training or employment offered to them. 
However, work registration is not 
administered as a meaningful regulation 
that actually requires participants to 
accept or seek work. Administrators 
told us that registrants' names are 
placed on employment lists, but that 
often this is the extent of the action 
taken to secure employment for 
participants. Theoretically, the 
penalty for failure to comply with work 

registration requirements is discontinua- 
tion of benefit payments. In some cases 
only the person who is out of compliance 
with the regulation is removed from 
assistance, while the rest of the family 
continues to receive benefits. In other 
cases the entire family is penalized. 

Program administrators told us that work 
registration discourages some persons 
from applying for assistance--when some 
persons learn of the registration 
requirement, they discontinue their 
applications. ~ u t  administrators reported 
that the registration requirement is an 
ineffective tool for actually getting 
people employed once they are eligible 
for assistance. Women who have partici- 
pated in the job training program for 
AFDC recipients are particularly critical - -- 

of the program, noting that itpgenerally 
trains women for jobs which don't pay 
enough to support a family. 

The paper work generated by work regis- 
tration requirements is considerable. 
We were told that the paper work 
associated with work registration in the 
General Assistance program exceeded 
that of all the other forms associated 
with the program combined. 

The G c W  Astistance program lacks a 
work incentive. 

Minnesota's General Assistance program 
for non-aged, able-bodied, childless 
adults requires recipients to register 
for work, but gives no financial reward 
for work. If a recipient earns a dollar 
the grant is reduced by a dollar. In 
fact, recipients are required to 
'work off' part of their grants at 
county jobs that would not be given to 
regular county employees. Recipients 
working at these jobs must be paid the 
going rate, which is generally the 
minimum wage. Once they have worked 
enough hours to earn the specified 
amount, they have satisfied the work . 
requirement for the month, and are 
expected to look for a regular, full- 
time job. 



AFDC gives assistance to fadlies with ,- - . - - - 
adequate wage income. 

The amount of reward, o r  work incent ive  
i n  t h e  program f o r  s i n g l e  pa ren t s  with 
chi ldren  i s  o f t e n  c r i t i c i z e d  f o r  being 
too  low. C r i t i c s  claim t h a t  r e c i p i e n t s  
a r e  only permit ted t o  keep 1/3 of t h e i r  
earnings. But how much one 'keeps' 
depends on t h e  d e f i n i t i o n  of income. The 
notion t h a t  only 1/3 of earnings i s  kept  
comes from a d e f i n i t i o n  of  n e t  income 
which excludes earnings spent  f o r  such 
th ings  a s  c h i l d  ca re ,  t r anspor ta t ion  and 
lunch expenses. A more common de f in i -  
t i o n  of n e t  income is g ross  wages minus 
taxes.  When t h i s  d e f i n i t i o n  i s  used, a 
more generous allowance emerges. A 
s i n g l e  parent  wi th  two ch i ld ren  
increas ing earnings from $0 t o  $5,00O/year 
would experience a $3,557 increase  i n  
n e t  income a f t e r  taxes.  l This  
represents  an increase  i n  n e t  income o f  
71C f o r  every d o l l a r  earned. 

The '30-and-1/3' formula combined with 
the  allowance f o r  work expenses i n  
determining t h e  AFDC g r a n t ,  r e s u l t  i n  
t h e  p o s s i b i l i t y  of a family of  t h r e e  
with $15,00O/year i n  gross  wages r e t a i n -  
ing  e l i g i b i l i t y  f o r  cash ass i s t ance  and 
t h e  f r e e  medical c a r e  t h a t  comes with 
it. (See Table 3 f o r  ca lcula t ion . )  

Controversy continues o v a  wLctLtr income 
support discourages work ads. 
There i s  a g r e a t  dea l  of  pub l i c  concern 
t h a t  t h e  provis ion  of income support 
payments may encourage r e c i p i e n t s  t o  
reduce t h e i r  work e f f o r t .  This is  t h e  
reason f o r  t h e  work r e g i s t r a t i o n  requi re-  
ments i n  severa l  of t h e  programs. W e  
have already seen i n  our sec t ion  on 
Equity t h a t  some persons may a c t u a l l y  
be bet ter -off  f i n a n c i a l l y  by reducing 
t h e i r  work e f f o r t .  

I n  1975, 62% of t h e  United S t a t e s  male 
heads of poor households worked. 38% 
worked fu l l - t ime,  year-round, and 24% 
worked e i t h e r  less than ful l- t ime o r  
l e s s  than year-round. 36% of female heads 

of poor f ami l i e s  worked. 13% 
worked year-round, fu l l - t ime and 23% 
worked e i t h e r  l e s s  than year-round o r  
l e s s  than ful l- t ime.  Another 43% kept  
house and cared f o r  dependents f u l l -  
time. l 6  

I n  Minnesota's a i d  program f o r  / 
f ami l i e s  with dependent ch i ld ren ,  
roughly 25% of t h e  a d u l t  r e c i p i e n t s  
work. 

An experiment i n  New Jersey  and 
Pennsylvania was undertaken (1968-72) 
t o  determine whether f ami l i e s  would 
reduce t h e i r  work e f f o r t s  i f  guaran- 
teed  an annual minimum income. Only 
fami l i e s  with both husband and wife 
p resen t  were included i n  t h e  study. 
Men i n  t h e  experiment reduced t h e i r  
work e f f o r t  by 8% i n  hours, 
(3.2 hours ou t  of a 40 hour week). 

working wives reduced t h e i r  work 
e f f o r t  by 20% (8 hours o u t  of a 40 
hour week ) . 
Studies  i n  New York and Michigan found 
t h a t  t h e  in t roduct ion  of work incent ive  
payments t o  t h e  AFDC program d i d  not  
s i g n i f i c a n t l y  a l t e r  the  work e f f o r t  of 
AFDC rec ip ien t s .  But it d i d  increase  
expenditures by 2-3%, because r e c i p i e n t s  
who formerly would have become 
i n e l i g i b l e  f o r  a s s i s t ance  once they 
obtained employment now were re ta ined 
on the  AFDC r o l l s  when they obtained a 
job. 

Worlr requirements h v e  proved indfcctive 
in belpiay perssar become self-wpportlmg. 

The idea  t h a t  persons a b l e  t o  work 
should support themselves is  sound. 
The work r e g i s t r a t i o n  requirement 
appears t o  be an  e f f e c t i v e  t o o l  i n  
preventing some abuses of income support 
programs. However, it cannot r e a l l y  
be enforced aga ins t  persons who choose 
t o  abuse it. Active non-cooperation 
with a work requirement is  poss ib le ,  by 
feigning i l l n e s s  o r  t roub le  a t  home ... o r  
by simply making oneself  disagreeable 
enough s o  t h a t  no employer w i l l  make a 



job offer. A program or regulation 
which opens itself to this kind of 
abuse is subject to widespread criti- 
cism and, ultimately, disrespect. The 
work requirement does not appear to be 
an effective tool in securing employ- 
ment for recipients. It creates high 
expectations for steady jobs with 
attractive wages, but is often unable 
to fulfill these expectations. This 
is especially true during an economic 
slump. 

The failure to reward work in the 
General Assistance program increases the 
difficulty recipients have in becoming 
self-supporting. General Assistance 
provides the lowest benefit levels of 
any cash assistance program--an 
average of $182/month for a single 
person in Minnesota. The dollar-for- 
dollar tax on earnings leaves 
recipients with $182/month when they 
become ineligible for benefits--hardly 
better-off than when they first 
required assistance. The failure of 
the program to give recipients an 
extra boost when they become employed 
increases the likelihood that they will 
require assistance again after they 
have left the program. 

The unusual definition of net income, 
combined with the '30-and-1/3' work 
incentive in the calculation of AFDC 
grants for employed recipients can 
result in an extremely high cut-off 
point for benefits. $15,00O/year is 
probably too high a level of earnings 
at which to terminate benefits, if 
for no other reason than that providing 
benefits to all families at this level 
would be inordinately expensive. 

The basic controversy here is over 
whether assistance for needy persons 
should be provided directly in cash 
grants, or through vouchers and 
subsidies for specific goods and 
services. In the U.S. today we spend 

10% of our gross national product in 
helping persons buy health care, 
education,18 food and housing. Another 
10% is spent on cash assistance through 
'insurance' and 'welfare' programs. On 
the whole, the provision of subsidized 
services and goods, which we will call 
'in-kind' assistance, is less controver- 
sial than is cash assistance for the 
poor. 

In-kind assistance allows policy-makers 
to focus dollars on particular problems. 
The problems of the poor are often 
viewed in categories: lack of housing, 
inadequate health care, poor nutrition. 
In-kind programs have been established to 
address each of these separately. In-kind 
assistance is sometimes preferred by 
policy-makers, and by the public, because 
it gives some assurance that expenditures 
will be used as intended. However, there 
are several drawbacks to in-kind assistance. 
These are: 

In-kind assistance runs the risk of not 
adequately responding to recipients' 
needs. For example, food assistance may 
be available when a family's real 
problem is housing or clothing. In states 
that have relatively low cash assistance 
payments, food stamps can equal as much 
as 3/4 of a family's income. 

, R d p h t s  of seven1 benefit payments a n  --..- - . . 

losc i n e w e  when benefits incmse. 

Eligibility for in-kind and cash assistance 
from the 'welfare' programs is based on 
an income test. When income increases, 
both in-kind and cash assistance are 
reduced, possibly eliminated entirely. The 
net effect of reductions in both in-kind 
and cash assistance may offset the gain in 
gross income. 

A common example is the way that Social 
Security benefits interact with in-kind 
assistance. The case of a 56-year-old 
disabled man living in Minnesota was 
written up in a national newsletter: l9 



His Social Security check increased by 
$14. As a result, he lost eligibility 
for free medical care under the Medicaid 
program; his Veteran's Pension was 
reduced; he had to pay more for his 
Food Stamps, and his rent subsidy was 
reduced. The loss of eligibility for 
free medical care alone would more 
than offset his $14 Social Security 
increase. The article describing this 
man's situation was entitled, "Oh No! 
My Benefit Went Up." 

In-kind d t a l r e t  reduces the consumer's 
interest in cost contrd. 

When persons' responsibilities to pay 
for services are relieved entirely by 
in-kind assistance, they may have little 
interest in controlling costs. For 
example, first-dollar coverage in the 
Medicaid program gives patients no 
incentive to choose the doctor or 
hospital that will give them the most 
for their money. First-dollar coverage 
also relates to the problem of abuse. 
Without the direct financial interest 
of consumers in preventing abuse, 
vendors may find it easier to provide 
unnecessary services, or charge for 
services never performed. 

- -- -. . 

In-kind programs hide the cogts a d  benefits 
of income support. 

- 

There are now so many programs designed 
to help the poor, from subsidized child 
care and other social services, to tax 
credits, to school lunch programs, to 
subsidized housing, that we really don't 
know the total impact of these programs 
on the poor. Without a clearer picture 
of the total benefits now available it 
is difficult to determine whether we 
are doing enough, too much, or not 
enough for the poor. 

In-kind assistance gives some assurance 
that public dollars are spent as the 
public intended. It can, to some extent, 

protect children from irresponsible 
parents. But we have found no reason 
to believe that the poor are less 
likely to feed their children when 
they have money than are the nonpoor. 
When such neglect is demonstrated, we 
have a system of 'protective 
payments' now in place, which can 
meet these needs. 

The shortcomings of in-kind payments 
outweigh the advantages. In-kind 
assistance is paternalistic--it tells 
people how to spend their money, and 
in the process prevents some of them 
from meeting their needs adequately. 
In-kind payments run the risk of 
eliminating competition among vendors 
and taking away incentives for 
consumers to control expenditures. 
Recipients of several in-kind programs 
can suffer losses of income as a 
result of increased cash earnings or 
benefits. This provides an additional 
disincentive to increase income 
through work efforts. 

If individuals did have cash-in-hand, 
the full range of choices, and some 
responsibility to pay for the services 
used, the quality and cost efficiency 
of services would be enhanced. In 
addition, persons would have the 
freedom to decide what their needs are, 
rather than having them dictated by 
government programs. 

The existence of 'welfare' programs is 
not enough to assure that needy persons 
get assistance. The location of intake 
offices, the length of time required 
for application and the availability of 
information about eligibility can all 
have a substantial impact on how many 
eligible persons actually take the 
trouble to apply for assistance, and 
how many ultimately receive assistance. 

The key question is whether a ZegisZa- 
t i v e  or an acbninistrative body should 



basic  i n t e n t  of t h e  open meeting law which is  t o  allow the  public t o  know how and why 
important decisions of public bodies are made. 

r. 

~t t h e  same time, it is c l e a r  from our f indings t h a t  the  prohibi t ion agains t  meetings 
' o f  sub-quorum groups of public o f f i c i a l s  is being enforced i n  a reasonable manner. we 

believe it is important t o  have a recourse avai lable  t o  discourage t h e  most f l ag r an t  
use of sub-quorum meetings to  v io l a t e  t he  basic i n t e n t  of t he  open meeting law. ~ u t ,  
we a l s o  believe t h e  evidence ind ica tes  t h a t  t h e  Attorney General's de f i n i t i on  of 
"meeting" is not r e su l t i ng  i n  unreasonable in t rus ions  i n  t he  soc i a l  l i v e s  of 
public o f f i c i a l s .  

I 

2. Attorney General's Definit ion Needn't be Made Sta tutory  

While we  agree with t he  Attorney General 's opinion defining "meeting," we  do not  
believe it is necessary t h a t  thebopinion be formally incorporated i n t o  t h e  open meeting 1 law. 

It would be a f u t i l e  and unnecessary t ask  t o  attempt t o  list a l l  poss ible  de f i n i t i ons  
of "meeting" fo r  d i f f e r e n t  types and s i z e s  of public bodies. Any de f i n i t i on  other  
than a quorum, which we  would not  support, would almost c e r t a i n ly  requ i re  refinement 
by the  cour ts  o r  another Attorney General's opinion. 

While t h e  ex i s t ing  Attorney General 's opinion may not, technical ly ,  apply t o  a l l  
governmental ju r i sd ic t ions ,  it has ca r r i ed  considerable weight. The f a c t  t h a t  
c r i t i c s  of t he  opinion a r e  d i rec t ing  t h e i r  energies toward the  Legislature,  r a t he r  
than t h e  cour ts ,  suggests t h a t  t he  opinion and t h e  law a r e  regarded as one and t h e  
same. By not making spec i f i c  s t a t u to ry  changes i n  t he  de f i n i t i on  of "meeting," t h e  
Legis la ture  has given t he  Attorney General 's opinion even more c r ed ib i l i t y .  A s  such, 
the re  does not  appear t o  be anything t o  be gained from adding a more spec i f i c  
defini t ion,of "meeting" t o  t h e  Minnesota open meeting l a w .  

RECOMMENPATION 

1. Make no Change i n  "Meeting" Definit ion 

W e  urge t h e  Minnesota Legis la ture  t o  make no s t a t u to ry  change i n  the de f i n i t i on  of 
"meetings!' covered by t h e  Minnesota open meeting law. 

PAF3 TWO: PUBLIC BODIES COVERED BY THE OPEN MEETING LAW . 
1. Vir tual ly  a l l  Public Bodies Covered 

The Minnesota open meeting l a w  appl ies  t o  state boards, commissions, and o ther  appoint- 
ed bodies es tabl ished by government. It a l s o  app l ies  t o  governing bodies of l o c a l  
governments, school d i s t r i c t s ,  metropolitan agencies and spec ia l  d i s t r i c t s ,  and t o  
a l l  committees and subcommittees of publ ic  bodies otherwise covered by t he  law. The 
exceptions t o  coverage of t h e  l a w  include: 

a The state Legislature,  i ts  committees, subcommittees, conference committees and 
caucuses. The state cons t i tu t ion  now requires  t h a t  a l l  sessions of e i t h e r  house must 
be open t o  t he  publ ic  "except i n  such cases a s  i n  t h e i r  opinion may require  secrecy." 
Rules of both bodies require  t h a t  a l l  meetings of committees, subcommittees, and 
conference committees s h a l l  be open t o  t h e  publ ic  with 72 hours not ice  provided of 
meetings "insofar a s  practical . ' '  Both p o l i t i c a l  p a r t i e s  i n  both houses have opened 
t h e i r  caucus meetings as a matter  of pract ice .  The current  requirements f o r  openness 
do not  apply t o  gatherings of fewer than a quorum of any l e g i s l a t i v e  body. The 



The complexity of the system gives 
discret ion t o  administrators and intake 
workers. This allows them t o  be more 
responsive t o  individual needs, but a t  
the same time leaves the programs open 
t o  a t tack  on the grounds of being 
a r b i t r a r i l y  and unfair ly  administered. 
The discret ion allowed administrators 
i n  a complex system leaves them open 
t o  confl ic t ing pressure: Intake 
workers to ld  us t ha t  they weren't sure  
whether t h e i r  job was t o  "get people 
on assistance or  keep t h e m  o f f . "  Under 
the  current system, intake workers have 
the freedom t o  implement e i t he r  policy. 

~dmidstrative procedures w k h  inkbit 
access to & be dhcomli.red. 
Potent ia l ly  e l i g ib l e  persons must be 
informed of the  services and benef i ts  
available t o  them. Any decisions about 
l i m i t s  t o  the  s i z e  and cos t  of these 
programs should be made s t ra ightfor-  
wardly a t  the l eg i s l a t i ve  level .  The 
administrative leve l  is not the place 
f o r  these decisions t o  be made. 

Ideal ly ,  intake workers should help 
applicants g e t  the maximum benef i ts  
f o r  which they qualify.  But even when 
they do, some par t ic ipat ion of 
pr ivate  persons a s  advocates based 
outside the  'welfare' system is  
desirable.  The par t ic ipat ion of 
pr ivate  persons i n  an advocacy ro l e  
keeps the  pr ivate  sector i n  touch 
with the system of income support. 
This increases the understanding of 
the pr ivate  sector about income 
support programs, and provides a 
valuable 'check and balance' t o  the 
public agencies. 

Some ver i f ica t ion  of e l i g i b i l i t y  and a 
personal v i s i t  t o  an intake o f f i ce  a re  
necessary t o  prevent abuse. But 
su f f i c i en t  information should be 
available t o  applicants without an 
o f f i ce  v i s i t  so t h a t  they can determine 
f o r  themselves the  programs fo r  which 
they a re  e l ig ib le .  Only a s ingle  o f f i ce  

v i s i t  should be necessary fo r  applica- 
t ion  i f  suf f ic ien t  access t o  informa- 
t ion  is provided by telephone, by 
mail and through public information 
centers. 

The separation of intake o f f i ce s  fo r  
d i f fe ren t  programs makes access t o  
assistance more d i f f i c u l t  and 
contributes t o  administrative 
ineff ic iencies .  Disabled persons and 
those with young children f ind it 
especially d i f f i c u l t  t o  make the  
several  o f f i ce  v i s i t s  required fo r  
some applications. Separation of 
intake locations contributes t o  the 
feel ing t h a t  some programs a r e  f o r  
'deserving' poor persons and others 
a r e  f o r  the  'undeserving' poor. The 
intake process should do everything 
possible t o  eliminate t h i s  dis t inct ion.  

ERRORS AND ABUSE- 
Fraud has probably received more 
publ ic i ty  than any other f ace t  of the 
'welfare' system. But it appears 
t h a t  administrative e r rors  and over- 
u t i l i z a t i on  of avai lable  services  may 
be more serious problems than outr ight  
fraud. The administrative e r rors  a r e  
of par t i cu la r  significance: These 
may be more due t o  the  complex 
s t ructure  of the programs than any 
inadequacy on the p a r t  of administra- 
to rs .  I f  t h i s  is so, then the 
publ ic ' s  des i re  t o  see e r rors  reduced 
cannot be s a t i s f i e d  u n t i l  r u l e s  and 
regulations on e l i g i b i l i t y  a r e  changed. 

In  programs where vendors a r e  
reimbursed d i r ec t l y  for  services 
rendered, investigation of vendors fo r  
abuse may bring a higher re turn than 
investigation of recipients .  A 
s ingle  vendor may service many recipi-  
ents. I f  such a vendor is continually 
abusing a program, prosecution w i l l  
bring a high re turn.  In  addition, 
vendors a r e  generally more able t o  
pay r e s t i t u t i on  than a r e  recipients .  



Errors arc a ~galjtw CmMt d rvrcccr ry  
expenditure3 for 'wclfan' . 
S t a t i s t i c s  on fraud a r e  not firm, and 
a r e  not avai lable  fo r  a l l  income 
support programs. But the  avai lable  
data  suggest t h a t  the primary cause of 
payments t o  ine l ig ib le  persons o r  over- 
payments t o  e l i g i b l e  persons i s  errors .  

For example, the  Food Stamp program has 
a high e r ro r  r a t e :  38.5% of the  cases 
i n  Minnesota i n  1975 were e i t h e r  
ine l ig ib le  o r  were charged too l i t t l e  
fo r  t h e i r  stamps. An addit ional 6% 
of the  cases were charged too much f o r  
t h e i r  stamps. But only 3.2% of the 
cases o r  8.5% of the e r ro r s  were 
a t t r ibu ted  t o  del iberate  misrepresenta- 
t ion  by recipients .  21 

Minnesota Department of Welfare s t a f f  
c i t e  complex e l i g i b i l i t y  c r i t e r i a  i n  
the  Food Stamp program a s  a key causal 
fac tor  i n  high e r ro r  ra tes .  Applicants 
a r e  required t o  estimate expenses f o r  
the  next month. Such an estimate i s  
more subject t o  e r ro r  and abuse than 
i s  evidence of pa s t  expenses and 
earnings, which can be documented. 

In  Minnesota's AFDC program an average 
of 16% of recipient  cases were ine l ig i -  
b le  o r  were over-paid and 5% were 
underpaid i n  1975. Department of 
Public Welfare s t a f f  estimate t h a t  
2.3% of the  recipient  cases were 
fraudulent . 
Minnesota's e r ro r  r a t e  i n  the  federal  
supplemental a i d  program fo r  t he  aged, 
blind and disabled is  lower than i n  the  
United S ta tes  a s  a whole: In  1975, 5.8% 
of Minnesota cases and 8.2% of cases 
i n  the United S ta tes  contained 
errors .22 Data on fraud i n  t h i s  
program are  not available.  

The Minnesota Department of Welfare has 
a 'qual i ty  control '  un i t  charged with 
investigating fraud. A regular process 
is  i n  place t o  review AFDC, Food Stamp 
and Medicaid applications f o r  del iberate  
misrepresentation by c l i en t s .  This 

process is  not i n  place fo r  General 
~ s s i s t a n c e  o r  many of the  'insurance' 
programs administered by other agencies. 

A Congressional subconunittee headed by 
Senator Frank Moss concluded t h a t  
roughly 10% of the $15 b i l l i o n  spent 
annually on Medicaid is  paid out on a 
fraudulent basis. The U.S. Commissioner 
of Medicaid, M. Keith Weikel estimates 
t h a t  15-25% of Medicaid do l l a r s  are  spent 
on i ne l i g ib l e  persons, over-uti l ization 
of services  and fraud. Fraud alone 
accounts f o r  5-10% of a l l  Medicaid 
expenditures, according t o  Mr. Weikel . 
Fraud on the  p a r t  of t he  vendor may 
occur through charging f o r  o f f i ce  v i s i t s  
t h a t  never occurred, t e s t s  t h a t  were 
never done, o r  unnecessary and inappro- 
p r i a t e  procedures performed by the  
doctor. On a national l eve l ,  it 
appears t ha t  vendor fraud is  the  most 
cost ly  source of abuse i n  the  Medicaid 
program. 

In  Minnesota, Department of Public 
Welfare (DPW) s t a f f  believe t h a t  fraud 
i s  under control. Over half the  
Medicaid budget i n  Minnesota goes t o  
nursing homes. DPW s t a f f  report  t h a t  
vigorous investigation of nursing homes 
over the  pas t  f ive  years has turned up 
only three  fraudulent cases. 

A federal  program known a s  Project  
Five-Hundred has constructed model pro- . 
f i l e s  which are  compared with a l l  

, Medicaid cases i n  the  s t a t e .  Any cases 
which deviate s ign i f ican t ly  from the 
model a r e  pulled f o r  investigation.  Of 
those pulled out i n  Minnesota, 98% 
were already under investigation by the 
s t a t e .  

DFW s t a f f  note t h a t  they do not know 
how large the  incidence of over- 
u t i l i z a t i o n  is, but they suspect t h a t  it 
i s  a - - - -  bigger problem than fraud i n  
Minnesota. Over-utilization may 
include unnece-ssary e lec t ive  surgery, 
treatment fo r  i l l ne s se s  t h a t  don't 



require professional medical care 
and prescr ipt ion of unnecessary drugs. 

Error and abuse is a problem that needs 
attention - in Minnesotr. 

Errors and over-uti l ization of 
services need fur ther  investigation.  
Fraud i n  Minnesota's Medicaid program 
seems t o  be f a i r l y  well under control. 
But the extent of over-uti l ization i s  
unknown. 

A reduction i n  e r ro r  r a t e s  may be 
d i f f i c u l t  without changes i n  program 
regulations. A 44.5% e r ro r  r a t e  i n  
the  Food Stamp program is intolerable ,  
but the  remedy may be i n  new regula- 
t ions ,  ra ther  than i n  c loser  scrutiny 
of applications. 

Benefits l eve l s  i n  'welfare'  programs 
vary d ra s t i ca l l y  from state-to-state.  
The Northeast and Midwest tend to have 
higher benef i t  l eve l s  than the  South 
and Southwest. Minnesota's l eve l s  a re  
on the  higher end of the  scale. 

Variation i n  benef i t  standards i s  an 
intense issue of debate. Some persons 
f e e l  t h a t  the  var ia t ion .  i s  unfair ,  and 
t h a t  it encourages persons t o  move t o  
higher-benefit s t a t e s .  Others favor 
a var ia t ion based on cost-of-living i n  
d i f fe ren t  areas. 

The level  of benef i ts  r e l a t e s  t o  the 
question of variation i n  benefits .  
Any new national standard benef i t  
l eve l  i s  l i ke ly  t o  be higher than 
current standards i n  some s t a t e s  and 
lower than those i n  others.  The 
question of how a standard benef i t  
would a f f e c t  recipients  i n  d i f f e r en t  
s t a t e s  i s  a key issue i n  the debate 
on a national income support program. 
More de ta i led  discussion of benefit  
l eve l s  follows. 

. Benefit levels vary by state and by county. 

Minnesota ranked 14th i n  t he  nation 

i n  the  t o t a l  spending per  poor 
individual from f ive  income support 
programs24 i n  FY 1976 a t  $1,745 per 
poor person. Of t h i s ,  $l1058/person 
o r  61% was federal  money and 
$686/person or  39% was s ta te / local  
money. 

Minnesota's benef i t  l eve l  f o r  a four- 
person family with dependent children 
is  $385/month, 11th highest i n  the 
nation. This compares with $60/month 
fo r  a s imilar  family i n  Mississippi i n  
1975. 2 5  

General Assistance i s  one of the few 
programs whose payments vary by 
county. In FY 1976 the  majority of 
Minnesota counties paid a maximum of 
$182/month t o  an individual l iv ing  
alone with no other source of income. 
Ramsey County paid a maximum of 
$170/month and Hennepin paid a 
maximum of $144/month. Pa r t  of the 
reason f o r  lower payments i n  Hennepin 
and Ramsey may be t h a t  these counties 
have proportionately more recipients  
than other  areas i n  the  s t a t e .  In  
1974, 6.8% of the population i n  
Hennepin and 7.3% of the  population in 
Ramsey County received assistance 
from one of three  'welfare'  
programs. 26 This compares with 4.8% 
of the Minnesota population a s  a 
whole. 

There is controversy over whether 
payments should be geared t o  regional 
differences i n  cost-of-living. Thoee 
favoring a d i f f e r en t i a l  by region argue 
t h a t  needs vary by region, and t h a t  
payment l eve ls  should respond t o  d i f -  
fe ren t  l eve l s  of need--it cos t s  more 
t o  survive a winter i n  Minnesota than 

- - 

one i n  Mississippi. These arguments 
focus par t icu la r ly  on comprehensive 
reform packages t h a t  c a l l  f o r  uniform 
federal  benefit  l eve l s  throughout the 
nation. Any uniform benef i t  i s  l i ke ly  
t o  be lower than t h a t  now paid i n  some 
s t a t e s  (Minnesota, f o r  example) and 
higher than the  leve l  i n  other s t a t e s .  
A s ingle  benef i t  level  would mean a 
reduction i n  benef i ts  t o  recipients  i n  
some s t a t e s  and leve ls  t h a t  could 



-- 

exceed the  prevail ing wage i n  other  
s t a t e s .  

Those supporting a uniform national 
standard argue t h a t  d i f f e r en t i a l s  i n  
payments w i l l  encourage people t o  move 
t o  areas where the payments a r e  
higher. They point  out t ha t  o ther  
federal  benef i ts  such a s  Social  
Security and federal  pensions do not 
vary by region. In addit ion,  they 
point  ou t  t h a t  the  cost-of-living 
var ies  l e s s  among d i f fe ren t  regions 
i n  the  country than it does between 
urban and r u r a l  areas within a 
s ingle  s ta te .  

A single-parent with two children i n  
Minnesota receiving a cash grant,  food 
and ren t  subsidies would ge t  an average 
of $484/month o r  $5,808/year counting 
the cash and in-kind assistance.  In 
addit ion,  the  family would receive f r ee  
medical care. It should be noted t h a t  
a l l  e l i g ib l e  families would receive the  
food subsidies,  but t h a t  only some of 
the  families would receive a ren t  
subsidy, because of l imited funding f o r  
housing programs. 

A s ingle  General Assistance recipient  
would receive an average of $275/month 
o r  $3,30O/year i n  cash grants,  food 
programs and r en t  subsidies. * In  
addition, he o r  she would get  f r e e  
medical care. 

An e lder ly ,  disabled o r  bl ind person 
l iv ing  alone, who did not qual i fy  fo r  
Social Security, would receive an 
average of $287/month o r  $3,444/year 
from cash assistance,  food and ren t  
subsidies. 29 In  addit ion,  he o r  she 
would ge t  f r ee  medical care. 

; The current disparity in benefit levels 
4 between states is too large. 

It cos t s  more t o  s tay  a l ive  i n  a cold 
climate than a warm one--more adequate 
she l te r ,  heavier clothing and a more 
substant ia l  d i e t  a r e  necessary t o  with- 

- - 

stand the  cold. However, the  cos t  of 
survival  i n  a colder climate is not a s  
much a s  6.5 times greater  than the  cos t  
i n  a warm climate. This i s  how much 
larger  the  Minnesota AFDC grant is  than 
the Mississippi grant. The dispar i ty  
between other high and low benef i t  s t a t e s  
is  even greater .  

The l ikelihood t h a t  benef i ts  i n  more 
generous s t a t e s  such a s  Minnesota w i l l  k 
reduced by a federalized standard payment 
is  a serious problem: With the  exception 
of persons a t  t he  highest end of the  
benef i t  scale ,  recipients  should not be 
hur t  by a l t e r a t i ons  i n  the  current 
'welfare' programs. 

It is impossible t o  come t o  a ra t iona l  
def in i t ion  of what is  'enough'. The 
d i f f i c u l t i e s  i n  a r r iv ing  a t  such a 
def in i t ion  a re  insurmountable. We stayed 
with a minimal def in i t ion  of adequacy, 
which includes the  basics of food, 
clothing, she l t e r  and medical care. The 
major cause of f a i l u r e  t o  meet needs i n  
Minnesota appears t o  be lack of 
par t ic ipat ion i n  assistance programs 
ra ther  than the  inadequacy of benefits .  
Inab i l i ty  t o  use benef i ts  most 
e f f i c i en t ly ,  due t o  such things a s  lack 
of access t o  transportation o r  inadequate 
nu t r i t iona l  knowledge, a r e  a l so  f ac to r s  
which a f f ec t  the  adequacy of payments. 

' FINANCE AND 
'AD-TION > 

Sta t e  and county governments share the 
cos t  of 'welfare' programs with the 
federal  government. Counties and s t a t e s  
with especial ly  high recipient  popula- 
t ions  bear an inordinate share of the  
burden. These l oca l  and s t a t e  governments 
a r e  continually seeking f i s c a l  r e l i e f  from 
higher l eve ls  of government: Hennepin -- and - 
Ramsey County seek r e l i e f  from the 
s t a t e  f o r  t h e i r  General ~ s s i s t a n c e  pay- 
ments, which a r e  funded out of loca l  
property taxes and s t a t e  general funds; 
New York S ta te  seeks r e l i e f  from the  
federal  government f o r  its burden. The 
cry f o r  f i s c a l  r e l i e f  has l ed  many 



groups to call for complete federal 
financing of our 'welfare' system. 

..Administrative expenses vary from program 
to program. 

~dministrative expenses vary dramati- 
cally. A list of administrative 
expenses as a percent of total 
program expenditures for selected 
programs follows: (Figures apply to 
Minnesota, except where noted.) 3 0 

AFDC 9% 
General Assistance 15% 
Food Stamps 6% 
Supplemental Security Income 8.1% 
(U.S.) 

Minnesota Supplemental Aid 22.3% 
Workers' Compensation 22.5%-38.8% 

The two 'welfare' programs with the 
highest administrative expenses (General 
Assistance and Minnesota Supplemental 
Aid) both have some county discretion 

' in defining eligibility and payment 
standards. This increases coqplexity 
in the programs, and probably is a 
factor contributing to relatively high 
administrative costs. 

The Workers' Compensation program is 
required of business by the state, but 
is privately financed. 17.5% of 
administrative expenses go for 
acq~.isition of insurance, which 
generally pays a commission fee to 
insurance agents. 

The question of administration relates 
not only to cost, but to which level of 
government can be most responsive to 
individual needs. Minnesota's 
'welfare' programs are administered at 
the county level. Some proposals call 
for federal administration, possibly 
through the Internal Revenue Service. 
Most administrators in Minnesota are - skeptical about this proposal 
because of their recent experience 
with federal administration in the 
aid program for the blind, aged 
and disabled. Because of problems 
with federal administration, 
Minnesota took back the administra- 

tive function shortly after the 
federal assumption of responsibility. 
Overpayments from January to June 
1974 under federal administration of 
the Minnesota Supplemental Aid (MSA) 
program represented 5.3% of all 
payments to recipients, or $1 million. 
Minnesota is still negotiating with 
the federal government in an attempt 
to recover a portion of the funds 
paid out in error. 

Nationally, Medicaid accounted for 
$13 billion or 32% of all 'welfare' 
expenditures in 1975. In Minnesota, 
$332 million was spent on the program 
in FY 1976. 

The largest expense of Medicaid is 
institutional care. In FY 1975, 
70% of Medicaid expenditures 
nationally were for institutional 
services. In Minnesota in FY 1973, 
51% of Medicaid expenditures were 
for nursing home care, and 21% were 
for inpatient hospital care. 

The Minnesota Department of Admin- 
istration recently completed a study 
on cost containment in the Medicaid 
program. The study recommended that 
efforts be made to reduce the use of 
institutions (hospitals and nursing 
homes) whenever possible. 

Minnesota has allocated some funds to 
experimentation with the de-institu- 
tionalization of care. The 1975 
Legislature allocated $2.7 million for 
construction and operation of 
community-based care for the severe& 
handicapped and retarded, and 
supplements to families that keep 
mentally ill children at home. 

,A pdolrof  incomesupport - 
expenditures go to the nonpoor. 

In 1975 public expenditures for income 
support programs in the U.S. equaled 
$171.6 billion. 23.7% of these expen- 
ditures went to income-tested 'welfare' 



programs designed t o  help t h e  poor. 
The remainder went t o  ' insurance '  pro- 
grams designed t o  provide income 
s e c u r i t y  f o r  r e t i r e d  persons and thome 
t e s p o r a r i l y  ou t  of  work. 

The s ing le  l a r g e s t  expenditure f o r  
income support i n  FY 1976 went t o  
Socia l  Secur i ty  and Railroad Retire- 
ment, a t  $73.7 b i l l i o n .  Half of  t h i s  
money went t o  t h e  poor. Of t h e  twelve 
income support  programs l i s t e d  i n  
Table 7 below, the  top  four i n  
expenditures were ' insurance '  programs. 

Some of the  payments t o  the  'non-poor' 
go t o  persons who, without the  
a s s i s t ance ,  would be poor. A count 

of  six types of income support progrirmsP- 
i n  1966 found t h a t  37% of t h e  payments 
went t o  persons who, without t h e  
a s s i s t ance ,  would be poor; 43% of t h e  
payments went t o  persons who were no t  
poor when they received t h e  payments; 
and 20% of t h e  payments went t o  persons 
who were poor both before and a f t e r  they 
received t h e  payments. 3 1 

or 
'welfare' -- expenditures. 

Increased s t a t e  assumption of  l o c a l  
cos t s ,  and f e d e r a l  assumption of  s t a t e  
c o s t s  may be necessary. However, w e  
would not  favor complete f ede ra l  

,financing of  income support programs. 

Table 7 

EXPENDITUWS BY PROGRAM AND PERCENT TO BEFORE-TRANSFER POOR AND NON-POOR 
U.S. FY 1976 

-- - -  - --.- 
TOTAL FY ' 76 

I - - 

PROGRAM EXPENDITURES % TO POOR- %TO NON-POOR 
- - - - - - 

i n  bl ' i l ions) 
- 

Socia l  Secur i ty  and 
Railroad Retirement $73.7 50% 50% 

Government Pensions $22.7 32% 68% 

Unemployment 
Insurance 

Workers ' 
Canpensation 

Veterans 
Compensation 

Veterans Pensions $ 2.7 60% 40% 

Aid t o  Families with 
Dependent Children 

Housing $ 2.3 66% 34% 

Child Nut r i t ion  $ 2.0 43% 57% 

Food Stamps $ 4.8 75% 25% 
Medicaid $14.9 80% 20% 

Medicare $16.9 51% 499 
Total  . $176.3 49% 51% 

- - -  

Source: U.S. Congressional Budget Off ice ,  Special  Tabulation. 



Sta tes  s t i l l  des i re  a voice i n  these 
programs. They should have a voice, 
and some f inancial  responsibi l i ty  
t o  go along with par t ic ipat ion i n  
decision making. Needs vary i n  
d i f f e r en t  s t a t e s .  Individual 
s t a t e s  should have the  f l e x i b i l i t y  
t o  respond t o  the pa r t i cu l a r  needs of 
t h e i r  residents.  

Minnesota's experience with federal  
administration of a 'welfare'  program 
indicates  t h a t  more loca l  administra- 
t i on  is  desirable.  For purposes of 
uniformity and accountabil i ty,  it may 
be desi rable  t o  keep r e ~ ~ n s i b i l i t y  a t  
the s t a t e  level .  This would leave 
open the s t a t e ' s  option t o  contract  out 
administration t o  local  public and - 

private  agencies. 

Our chief source of concern about the 
leve l  of expenditures is the  Medicaid 
program. The high cost  of medical 
care combined with abuse of the  
program has increased costs  enormourly, 
u n t i l  Medicaid is  the s ingle  l a rges t  
'welfare' program today. Steps must b@ 
taken t o  reduce Medicaid costs .  Apart 
f r m  the cos t  of Medicaid, we a r e  not 
concerned about the overal l  l eve l  of 
expenditures on income support. 
Certainly the expenditures on income- 
tes ted  programs designed t o  help the  
poor a r e  not excessive. I f  there  i s  
public concern about expenditures, 
consideration should be given t o  
reducing payments t o  the non-poor. 





RECOMMENDATIONS - 

In order to bring maximum equity to the 
income support system, we recommend 
that a single cash assistance program 
replace several current programs: AFDC, 
General Assistance (GA), Supplemental 
Security Income (SSI), Minnesota 
Supplemental Aid (MSA), Food Stamps and 
rent subsidies. Assistance would be 
available based on family size, 
income and liquid assets (i.e., those 
that can be converted to cash). A 
personal application for assistance 
would be required. This program 
would be for those who are not adequate- 
ly provided for by wages, benefits from 
other income support programs, or other 
income. 

In addition, the tax system will have 
to be adjusted to better coordinate 
with income support programs. This 
will require treatment of all non- 
contributory portions 32 of income 
support payments as taxable income. 
What this amounts to is the phasing in 
of an 'income test', through a 
progressive income tax, on benefits 
paid by Social Security, Unemployment 
Compensation, pensions, and other 
wage-substitute income. 

This section will give,the outline of 
the single cash assistance program 
designed for those not adequately pro- 
vided for by earnings, tax credits, 
savings or 'insurance' programs such 
as Social Security, Unemployment 
Compensation and Workers' Compensation. 
These recommendations are applicable to 

the national, as well as the Minnesota 
government. 

. ConsdMatc 'Welfare' k- - 
- .  

A single cash assistance program should 
replace AFDC, SSI, MSA, General 
~ssistance, Food Stamps and rent 
subsidies. The Social Security pro- 
gram, Unemployment Compensation and 
Workers' Compensation should remain 
as separate programs. 

~ligibility should be based on income 
and a flat allowance for liquid assets 
such as personal property, savings, 
automobile and life insurance. Both 
the income and assets test should be 
geared to family size. The value of 
a single home should not be calculated 
in the eligibility test. 

The current work registration require- 
ment should be replaced with a 
significant financial incentive to work. 
Recipients must be classified into 
three categories: 'Expected to work 
full-time'; 'expected to work part- 
time'; and 'not expected to work'. 
Those expected to work should receive 
a lower basic cash grant than those not 
expected to work, with a substantial 
reward for work efforts. 
! 

Those responsible for administration of 
the program should disperse in-take 
locations throughout local areas, using 
public offices or private facilities 



such as financial institutions, shopping 
centers, libraries and post offices. 

Persons needing income assistance should 
be able to go to one office to get what 
they need, whether it be from a Social 
Security program, unemployment program, 
or the new cash assistance program. At 
a minimum, information on all income 
support programs should be available 
at any in-take location. 

R s b i m  Strbt R @for 1 
Administration 

I States should be responsible for admin- 
istration, but should be free to put 
the task up for contract to both public 
and private agencies. The state and 
federal government should share admin- 
istrative costs 50/50 within an 
established maximum level. States 
should bear the entire burden of 
administrative costs which exceed the 1 maximum. 

I 
Estmblish National Payr~cmt S - - 

A national payment standard based 
on some percentage of the federal 
poverty level and on family size 
should be established with 100% 
federal financing. States should have 
the option to supplement the national 
standard. -- 

Memb Tu Syrlcr with Income support - 
Program8 

Tax policy and income support policy 
must be coordinated so that persons 
earning any amount will always be 
better-off working than unemployed. In 
order to accomplish this, income support 
payments will have to be subject to 
the same income tax as wage income. 

STATE AND NATIONAL 
- A m U N  NEEDED 
Here we will outline the specific steps 

- 

that must be taken in Minnesota to 
move from our current system to that 
described above. 

Proposals for change in the national 
income support system have been put 
forward by many groups including 
professionals in the field, elected 
officials and advocate groups. 
While we endorse national reform , along the principles outlined in this 
report, it is the responsibility of 
Minnesota to move immediately on the 
issues of equity, work incentives, 
access and consolidation of programs. 
The income support issue is plagued by 
political paralysis. Immediate state 
action appears to be the most 
effective way to improve &fimesota's 
situation. 

* 1. Make information available through 
printed materials and the media on 
eligibility criteria for income support 
programs. The information should be 
detailed enough to give potential 
applicants a good idea of their 
eligibility for assistance, and should 
be readily available at libraries, 
financial institutions, local govern- 
ment offices and other convenient 
locations. Television and radio spots 
should be used, as well as advertising 
space on public buses. A specific 
listing for information on income 
support programs should be included in 
the front of the phone book. 

* 2. Co-locate in-take offices for 
~innesota income support programs. 
Request federal offices to co-locate 
also, so that assistance is available 
in one stop. ~isperse comprehensive 
in-take locations throughout the 
community. 

* 3. Make administrative staff avail- 
able to train private citizens in the 
basics of program eligibility and in- 
take so that they can act as advocates 

*~ecomnie~dations which Minnesota now has authority to implement. 



and help others  make t h e i r  way through ' 

the  income support system. 

* 4. Make administration of programs 
open t o  bids f d r  contract  from'public 
and pr ivate  agencies. 

Cossdidrte Asslstiscc Programs and 
EsbMish Finrrllclrl Incentive to Work 

Consolidate SSI ,  MSA, AFDC, GA, 
Food Stamps and Section 8 Rent 
Subsidies in to  a s ingle  cash ass is tance 
program, with one application form and 
one administrative body. E l i g i b i l i t y  
c r i t e r i a  fo r  a l l  applicants should be 
uniform, based on family s ize ,  income 
and a f l a t  allowance f o r  l i qu id  assets .  
The value of a home should not be 
calculated i n  the  e l i g i b i l i t y  t e s t .  
A f inanc ia l  incentive t o  work should 
replace the current work r eg i s t r a t i on  
requirements i n  AFDC, GA and Food 
Stamps. In  order t o  provide an 
incentive t o  work, three  payment 
standards should be set: 

al For those expected t o  work fu l l -  
t h e  : The able-bodied, non-aged , 
non-disabled, two-parent families 
where both parents a r e  able-bodied, 
and families with no children o r  
grown children. 

bl For those expected t o  work part- 
time: Single-parent families 
with school-age children. 

el For those not expected t o  work: The 
aged, blind,  permanently and t o t a l l y  
disabled, and single-parent families 
with children under s i x  years of age 
o r  other  dependents who require fu l l -  
time care i n  the  home. 

The payment standard should be gradu- 
ated: Lowest f o r  Group A t o  highest f o r  
Group C. And, the reward f o r  work 
should be graduated, i n  reverse: 
Highest,for Group A and lowest f o r  
Group 6. For example, Groups A, B, and 
C could receive 50%, 75% and 100% 
respectively,  of some standard such a s  

-. 

the federal  poverty' level .  A s  basic 
payments became more generous, the 
reward f o r  work would lessen. For 
example, Group A might keep 60C of 
every do l l a r  earned, Group B might keep 
40C of every do l la r  earned, and Group C 
might keep 20C of every do l l a r  earned. 
To make the working poor e l i g ib l e  fo r  
assistance,  the work incentive would 
have t o  be bu i l t - in  a t  a p p l i c a t i o n , ~ a s  
w e l l  a s  a f t e r  persons began receiving 
benefits .  

-- 

Persons c lass i f ied  i n  Group C should 
have the  option t o  join Group B o r  A 
and receive a lower basic grant and 
higher work reward. Persons c l a s s i f i ed  
i n  Group B should have the  same option 
t o  join Group A. The option t o  choose 
a higher basic  payment and lower work 
reward should not be available t o  
Group A and B. This would increase 
payments t o  unemployed persons who 
a r e  expected t o  work, thus reducing 
t h e i r  work incentive. 

-- -- -- . . 
The consolidation of these programs 
could be accomplished a l l  a t  once, o r  
it could be phased in. I f  it i s  
phased i n ,  the  following s teps  would 
be necessary: 
-- * - - - -  - --- 

1. Make General ~ s s i s t a n c e  paYIn@ntS 
uniform state-wide. 

* 2. Establish a work incentive f o r  
General Assistance recipients .  This 
should be the same work reward t h a t  
w i l l  be used i n  a s ingle  ass is tance 
program for  the  group of persons 
'expected t o  work full- t ime' .  
Incorporate the  work incentive i n to  
the calculat ion of i n i t i a l  e l i g i b i l i t y  
f o r  the  program. 

3.  Establish three  payment standards 
and three  work reward l eve l s  fo r  AFDC. 
The general ou t l ines  above f o r  Groups 
A, B and C should be followed. 
Incorporate the  work incentive i n to  
the calculat ion of i n i t i a l  e l i g i b i l i t y  
f o r  the program. Remove the  'work 
expense' calculation from AFDC and 

- - - 

*~ecommendations which Minnesota now has authority t o  implement. 



adjus t  AFDC grants  based on gross 
income. 

4. Eliminate the  work reg is t ra t ion  
requirement i n  AFDC and General 
Assistance *. 

* 5. Make Minnesota Supplemental 
Aid a f l a t  cash supplement t o  e l i g i b l e  
persons, uniform state-wide. 

6. Establish a uniform incentive fo r  
HSA and SSI rec ip ien ts ,  a s  fo r  Group C. 
Apply the work incentive a t  i n i t i a l  
application t o  the  program. 

7. Se t  the payment standard f o r  SSI 
i n  Minnesota a s  f o r  Group C. Eliminate 
the  MSA program and provide fo r  s t a t e  
responsibi l i ty  t o  pay any portion of 
SSI benef i ts  above current federal  
levels.  

8. Abolish the  Food Stamp and 
Section 8 Rent Subsidy programs and 
commit those funds t o  the  consolidated 
cash ass is tance program. 

* 9. The Minnesota Legislature should 
explore the  f e a s i b i l i t y  of folding other 
in-kind programs in to  the s ingle  cash 
assistance program. When new in-kind 
programs a r e  proposed, the  Legislature 
should, i f  a t  a l l  possible,  choose 
cash ass is tance over in-kind benefits .  
Proposers of new in-kind programs 
should bear the  burden of proof i n  
demonstrating why in-kind ass is tance 
would be preferable t o  cash assistance.  
I n  addit ion,  proposers should be 
required t o  demonstrate t he  impact of 
addit ional in-kind payments on I 

e f fec t ive  income of the  t a rge t  groupJ 
a s  well a s  side-effects on qua l i ty  
and cos t  of services,  and consumption 

. of those services. 

10. Combine SSI, MSA, AFDC, General 
Assistance, Food Stamps, and Section 8 
l?.ent Subsidies i n to  a s ingle  program, 
with one application form and one 
administrat ive body. Se t  a standard 
a s se t s  t e s t ,  disregarding the  value 

l- of one home, and se t t i ng  a f l a t  
allowance fo r  l iquid assets .  -- 

- 

1. Require rec ip ien ts  t o  pay f o r  some 
p a r t  of t h e i r  Medicaid services,  through 
a minimal co-payment and deductible. 
A deductible requires rec ip ien ts  t o  pay 
f o r  some i n i t i a l  expenses. These might 
be a s  l i t t l e  a s  $1 f o r  the very poor. 
The co-payment provides t h a t  rec ip ien ts  
and the  public w i l l  share costs  above 
the deductible amount. 

2. Establish a needs t e s t  f o r  a l l  
Medicaid applicants;  eliminate auto- 
matic e l i g i b i l i t y .  E l i g i b i l i t y  
should be based on a s l id ing  scale ,  
with higher-income persons paying 
a high deductible and high co-payment, 
ra ther  than t h e i r  being completely 
ine l ig ib le  f o r  the  program. A cei l ing 
should be placed on the  co-payment 
and deductible. 

r 

C mtt Taxes witb 1.c- Sr 

1. Continue adjustment of income taxes 
so t h a t  ' federal  adjusted gross income' 
includes non-contributory income from 
wage-substitute and wage-loss compensa- 
t ion  programs. Some examples would be 
Social Security,  Unemployment Compensa- 
t ion ,  public and pr iva te  retirement 
pensions and cash grants  from income 
support programs. This w i l l  c reate  
equity between recipients  of these 
programs and persons who r e ly  sole ly  
on wages f o r  t h e i r  income. I 

I 

2. To the  extent necessary, ad jus t  
the  federal  and s ta te*  income tax 
c r ed i t s  and/or deductions t o  es tab l i sh  
an even t rans i t ion  from the assistance 
program t o  the tax system. Net income 
should not f a l l  a s  a r e s u l t  of moving 

- from cash ass is tance t o  the  tax system. 
-- - 

3.  Remove the  c r ed i t s  f o r  work 
expenses such a s  dependent care and 
withholding tax from the assistance 
program. This w i l l  remove the 

*~ecommendations which Minnesota now has authority t o  implement. 



incentive to increase work expenses in 
order to retain eligibility for cash 
assistance. It will also create a 
lower, more reasonable eligibility 
cut-off point than the current $15,000 
gross earnings. 

We recommend a three-phased approach to 
implementation : 

1. The Minnesota Legislature should in 
1978 pass a law that establishes a 
schedule for implementing the 
recommendations which are currently 
within its jurisdiction. The law should 
include all of the recommended actions, 
and state explicitly which of them 
shall be accomplished in each year 
for the affected period of time. Full 
implementation should take no more 
than four years. 

The Minnesota Department of Public 
Welfare should immediately seek 
waivers from the U.S. Department of 
Health, Education and Welfare for 
recommended alterations in the AFDC 
and Medicaid programs. Once waivers 
are obtained, the Minnesota Legisla- 

, ture should incorporate those 
changes into law. 

- 

- 

2. The Minnesota Governor's Office, 
in cooperation with its executive 
agencies should suhit a plan to the 
1978 Legislature for changing the income 
support and tax systems in Minnesota to 
match the recommendations outlined 
above. After approving the plan, the 
~innesota Legislature should suhmit it 
to the Minnesota congressional delega- 
tion, and request the delegation to 
author a bill in 1978 that would give 
Minnesota the waivers of current laws 
and regulations necessary to implement 
the plan. Once permission is received, 
the 1979 Minnesota Legislature should 
take action on the plan, and imple- 
mentation should begin no later than 
July 1, 1979. These waivers are 
essential if the consolidation of 
programs is to be accomplished in 
Minnesota. The Minnesota Legislature 
now has authority to make all recom- 
mended changes in the GA and MSA 
programs, and minor changes in other 
programs. But it cannot implement the 
wholesale consolidation of programs 
without a special waiver from Congress. 

3. The Minnesota delegation should 
suhit the recommendations outlining 
a national income support system to 
the President, and urge that they be 
incorporated into the President's 
plan for welfare reform. Congress 
should take action on those proposals 
promptly. 





DISCUSSION OF RECOMMENDATIONS 
PROPOSALS FOR CHANGE 
1. H m  does the Citizens League (CL)  
proposal compare with current programs? 

Figures two-five i l l u s t r a t e  current 
programs and the CL proposal. 

Calculations of ne t  income fo r  t he  CL 
proposal assumed t h a t  cqsh grants 
would be subject  t o  an income tax  t e s t .  
The 1976 tax forms (both federal  and 
s t a t e )  were used; low income and 
earned income c red i t s  where applicable; 
and Social  Security tax. The standard 
deduction was used f o r  income tax 
calculations.  

Graphs of the CL proposal i l l u s t r a t e  
one possible implementation of t he  
f inancial  work incentive recommendation. 
Grant l eve l s  and work rewards i n  the  
graphs a r e  structured a s  follows: 

a )  For those expected t o  work full-  
time: ( f igures  two and four) : 
Payment standard @ 50% of poverty 
with $0 earnings; reduction of 
grant by 40C fo r  every do l la r  
earned; elimination of grant  when 
earnings equal 125% of poverty. 

b )  For those expected t o  work part- 
time: ( f igure  three ,  parent with 
school-age children) : Payment 
standard @ 75% of poverty with 
$0 earnings; reduction of grant 
by 60C fo r  every do l l a r  earned; 
elimination of grant when earn- 
ings equal 125% of poverty. 

c )  For those not expected t o  work: 
( f igures  f i ve  and three--parent 
with young chi ldren) :  Payment 

standard @ 100% of poverty with 
I $0 earnings; reduction of grant - 

by 80C fo r  every do l la r  earned; 
, ~ l i m i n a t i o n  of grant  when earn- 
- 5ngs equal 125% of poverty. - 

We recognize t h a t  CL ass is tance payments 
t o  groups (a) and (b) are  lower than 
current payments. We f ind t h i s  accept- 
able fo r  two reasons: 

The new cash ass is tance program w i l l  
make a large segment of the  poor 
e l i g i b l e  fo r  assistance which they 
cannot now receive; and 

The lower payments a re  designed t o  
supplement wages, ra ther  than replace 
them. Instead of being put through 
a r t i f i c i a l ,  demeaning and time- 
consuming work reg is t ra t ion  proced- 
ures, recipients  w i l l  be given the  
modest cash payments. They w i l l  
then have the  responsibi l i ty  t o  seek 
employment, o r  request t ra ining,  a s  
needed. Administrators w i l l  no 
longer be looking over recipients '  
shoulders t o  determine whether they 
a re  making a r e a l  e f f o r t  t o  seek 
work. Unlike today's programs, our 
recommendation does not c a l l  f o r  
elimination of assistance t o  
persons who do not seek work. 
Instead, the modest cash grant is  
provided. We believe t h a t  the  lower 
grant,  coupled with a modest tax 
r a t e  on earnings, w i l l  provide a 
strong f inanc ia l  incentive t o  
recipients  t o  seek employment. . - . -  - 

- - 
I t  should be noted t ha t  grants t o  those 
i n  group (c) who have no other  source 
of income a re  more generous than-  
current programs. 
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F i g u r e  One i l l u s t r a t e s  the  impact of t h e  cu r ren t  tax system on the  income of a 
two-parent family of four with a s ing le  wage-earner. Up through $6,000 of earnings,  
t h e  fami ly ' s  n e t  income a f t e r  f ede ra l ,  s t a t e  and Soc ia l  Secur i ty  taxes  is equal 
t o  i ts  gross  earnings before taxes.  This is because a f ede ra l  earned c r e d i t  
o f f s e t s  Soc ia l  Secur i ty  t axes  paid. 3 3  Above $6,000, the  family pays a n e t  t ax  on 
i t s  earnings. 

Figzfrs 22W0 i l l u s t r a t e s  the  combined impact of AFDC b e n e f i t s  and taxes ,  and the  
proposed Ci t i zens  League g r a n t  and t axes  on a two-parent family of four.  The po in t  
where AFDC b e n e f i t s  a r e  l o s t  represents  t h e  f a t h e r ' s  working a t  l e a s t  100 hours pe r  
month. AFDC b e n e f i t s  before that p o i n t  would only be awarded i f  t h e  f a t h e r  worked 
l e s s  than 100 hours p e r  month. AS a p r a c t i c a l  mat ter ,  most f ami l i e s  with f a t h e r s  
p resen t  a r e  not  e l i g i b l e  f o r  AFDC. The Ci t i zens  League proposal shows t h e  family 
s t a r t i n g  a t  a lower p o i n t  with $0 earnings than t h e  cu r ren t  AFDC program, but  
continuing t o  rece ive  ass i s t ance  through a higher l e v e l  of earnings.  Today's 
AFDC family can a c t u a l l y  l o s e  income by increas ing work e f f o r t .  This would no t  
occur under t h e  C i t i zens  League proposal.  The graph does no t  show the  l a r g e  
numbers of  f ami l i e s  with f a t h e r s  employed fu l l - t ime t h a t  would become e l i g i b l e  
f o r  a s s i s t ance  under the  C i t i zens  League program. 

- 

F i g u r e  T h r e e  i l l u s t r a t e s  t h e  combined impact of AFDC b e n e f i t s  and taxes ,  and t h e  
proposed Ci t i zens  League g r a n t  and taxes  on a s ingle-parent  family of three .  Parents  
with young chi ldren  would rece ive  a higher g r a n t  with $0 earnings under t h e  
C i t i zens  League proposal than under the  cu r ren t  AFDC program. When ch i ld ren  reach 
school age, t h e  pa ren t  i s  expected t o  work part-time, and t h e  g r a n t  is reduced under 
our proposal.  This  is  i n  p lace  of t h e  cu r ren t  work r e g i s t r a t i o n  requirement f o r  
these  parents .  The Ci t i zens  League g r a n t  is  terminated when earnings equal 125% 
of poverty. This  is  l e s s  than hal f  t h e  poss ib le  termination po in t  of b e n e f i t s  under 
the  c u r r e n t  AFDC program. 

F i g u r e  F o u r  i l l u s t r a t e s  t h e  combined impact of General Assistance (GA) benef i t s  and 
taxes ,  and t h e  proposed Ci t i zens  League g r a n t  and taxes  on a s i n g l e  able-bodied 
person. The GA program does no t  allow income t o  increase  a s  earnings increase.  
Benef i t s  a r e  reduced by $1 f o r  every $1 earned. Under t h e  C i t i zens  League proposal 
benef i t s  would s t a r t  lower f o r  t h e  person with $0 earnings,  bu t  would be re t a ined  
a s  earnings increased,  through 125% of poverty. 

F i g u r e  F i v e  i l l u s t r a t e s  t h e  combined impact of Supplemental Secur i ty  Income (SSI) 
b e n e f i t s  and taxes ,  and t h e  proposed Ci t izens  League g r a n t  and taxes  on a s i n g l e  
aged person. The Ci t i zens  League g r a n t  is  a l s o  recommended f o r  s i n g l e  b l ind  and 
d isabled  persons. However, the  t a x  system t r e a t s  such persons s l i g h t l y  d i f f e r e n t l y  
than t h e  aged. Therefore, t h e  graph would look somewhat d i f f e r e n t  f o r  t h e  b l ind  
and disabled.  

The Ci t i zens  League g r a n t  is higher f o r  the  person with $0 earnings than is SSI, 
bu t  does not  provide a s  generous a reward f o r  work. The Ci t i zens  League g ran t  would 
be terminated a t  125% of poverty, a lower l e v e l  than t h e  cut-off p o i n t  f o r  SSI. 



2. Did the comi t t ee  consider a 
universa Z ,  simp Ze system of support 
such as a family aZZowance or other 
payment made t o  aZZ persons, r e g i d -  
Zess of need? 

- - -- -. . . - - - - - - - - - - 
Yes we did, and we rejected the idea. 
We wholeheartedly support the concept 
that ,  whether we talk about 'insurance' 
or 'welfare' or ' tax reform', we are 
talking about income assistance for 
those in  need. A l l  of us, a t  some time 
i n  our lives, w i l l  most l ikely be on 
the receiving end and on the contribu- 
ting end. The creation of a single 
program which distributes money both 
to the needy and the non-needy may 
appear t o  a logical response t o  th i s  
belief.  But it would not adequately 
respond to the needs of the poor. 

The key feature of a family allowance 
or 'demogrant' is that  it makes 
assistance payments to  a l l  persons, 
regardless of need, and taxes the 
payment back from the non-needy. 
Proponents of such proposals generally 
prefer them because they remove the 
stigma associated with the current 
assistance programs and appear to  be a 
simple, eff icient  way of providing 
assistance. I t  i s  generally recom- 
mended that  such proposals be 
administered by the Internal Revenue 
Service, rather than by the Depart- 
ment of Health, Education and 
Welfare. This is f e l t  t o  further 
reduce the stigma. 

The intent of these programs is 
admirable, and we support it. But the 
sacrif ices that  must be made in rea l  
cash benefits to the poor outweigh the 
desirable aspects of such proposals. 
Even the most expensive option 
explored by the National Urban 
League in i ts  proposal for  a universal 
program would give persons with $0 
earnings less  than many recipients now 
receive, and less  than three out of 
five categories of recipients in  our 
o m  proposal. Universal programs 
inhibi t  the abi l i ty  t o  target money to  
those who need it most. The proposals 
generally involve a great deal of 

- 

income transfer from upper-middle to 
middle-income persons, but relatively 
l i t t l e  to the poor. The abi l i ty  to  
provide financial incentives to  work is 
lessened because such proposals are so 
expensive. This inhibits the abi l i ty  
of persons to  better the i r  situations 
through thei r  own efforts .  

Universal proposals administered 
through the tax system also lack the 
assets t e s t  which is par t  of current 
'welfare' programs. Some persons find 
th i s  desirable, again because they 
feel  tha t  stigma is reduced. We find 
it undesirable. Assets t e s t s  are 
another way t o  assure tha t  dollars are 
targeted to the neediest population. 
For th i s  reason, we think they are 
important and should be retained. 

.. - -  - 

3. Did the comi t t ee  consider 
keeping the current programs i n  place 
and making minor changes, instead o f  
the sweeping change reconnnended? 

Yes we did, and we rejected the idea. 
The inequities of the current system 
ar ise  from the combined impact of many 
different policies and programs. The 
problems we have identified with equity 
and work incentives could not be 
remedied by small changes in a few 
programs. 

"' 4. Does t h i s  proposaZ d i f f e r  s igni f i -  , - , 
cant Zy from other proposaZs for reform? 

The recommendation to  create a single, 
national cash assistance program in  
place of the several cash and in-kind 
programs now in  place is consistent 
with many other proposals. However, 
our proposal does d i f fer  from others i n  
one significant respect. Most 
discussion of the problem focuses only 
on the income and asset-tested 
'welfare' programs. Our discussion and 
recommendations include the non-income- 
tested transfers of public money that  
occur through the 'insurance' programs 
of Social Security, Unemployment 
Compensation, Workers' Compensation and 
public pensions. A key part  of our 
proposal i s  tha t  these benefits now be 



subject  t o  an income test ,  through the  
progressive income tax .  

5. Did the conunittee discuss a 
desirable policy on implementing i t s  
proposal for current recipients? 

- 

Y e s  w e  did. For those who w i l l  receive 
l e s s  under our proposal than they a r e  
now receiving,  benef i t s  could gradually 
be reduced over some phase-in period,  
perhaps two years. Over t h a t  t i m e ,  
benef i t s  would be reduced by some 
percentage each month o r  every few 
months, u n t i l  a t  t h e  end of t h e  adjus t -  
ment period,  b e n e f i t s  would be the  
same f o r  cur ren t  r e c i p i e n t s  a s  f o r  new 
appl icants .  This w i l l  ease  the  t r ans i -  
t ion ,  and w i l l  give r e c i p i e n t s  p lenty  
of t i m e  t o  ad jus t  t o  new circumstances. 
It should a l s o  be noted t h a t  many 
persons receiving benef i t s  a t  the  s t a r t  
of t h e  phase-in period would normally 
have moved off  t h e  ass i s t ance  programs 
by the  end of two years:  The average 
length of s t ay  on General Assistance i s  
th ree  months; on WDC,  two years. 

1. What i s  the rationale for subject- 
ing Social Security benef i ts ,  public 
pensions, Unemployment Compensation, 
Workers ' Compensation and other 
'insurance ' and 'we Zfare ' benefits t o  
taxation? 

Subjecting Unemployment and Workers' 
Compensation and 'welfare '  benef i t s  t o  
an income tax  test  assures  equi ty  i n  
t h e  t a x  system between persons benef i t -  
ing  from these  sources of unearned 
income and those receiving t h e  same 
income from wages. The unearned income 
would be subject  t o  a t a x  test  under 
our recommendation, bu t  would not  
necessar i ly  be taxed. It would be 
t r e a t e d  j u s t  a s  i s  wage income: I f  
it exceeded a c e r t a i n  l e v e l ,  it would 
be taxed. Below t h a t  l e v e l ,  r e c i p i e n t s  
would pay no t a x  on benef i t s .  

The reason f o r  subject ing Socia l  

-- - 

Secur i ty  and publ ic  pension benef i t s  t o  
a t ax  t e s t  is  more complicated. The 
funding problems of t h e  Socia l  Securi ty 
and pension funds is  a complex subject  
t h a t  w e  have not s tudied i n  depth. But 
it is c l e a r  t h a t  the  funds a r e  i n  
trouble.  This is  primari ly due t o  
cost-of-l iving increases  b u i l t  i n t o  the  
payments which have not  been paid  f o r  
by t h e  r e c i p i e n t s  of those bemfit8. 

Current estimates are t h a t  t h e  social-- 
Securi ty t r u s t  fund w i l l  be exhausted 
soon a f t e r  1981 i f  t h e  cur ren t  t ax  and 
b e n e f i t  r a t e s  a r e  continued. I n  1977 
alone, the  t r u s t  fund w i l l  pay ou t  
$4 b i l l i o n  more than it takes  in .  

There is  a d i s p a r i t y  i n  t h e  t axa t ion  of 
p r i v a t e  pensions and publ ic  ret irement 
programs, including Socia l  Securi ty:  
Pr ivate  pension r e c i p i e n t s  eventually 
pay income t a x  on t h e i r  e n t i r e  
benef i t s ,  while publ ic  pension and 
Socia l  Secur i ty  r e c i p i e n t s  pay income 
tax on only a por t ion  of t h e i r  
benef i t s .  

A f u r t h e r  d i s p a r i t y  is  created  by t h e  
cost-of-l iving increases ,  funded with 
publ ic  d o l l a r s ,  t h a t  a r e  b u i l t  i n t o  t h e  
publ ic  programs, but  which do not  e x i s t  
i n  t h e  p r i v a t e  programs. 

Employee contr ibut ions  t o  Socia l  
Secur i ty  and publ ic  pensions a r e  taxed 
i n  t h e  year t h a t  the  contr ibut ion i s  
made, when persons a r e  employed. 
Benefi ts  received may exceed the  sum 
of employer and employee contr ibut ions  
and i n t e r e s t  earnings. P a r t  of  t h e  
benef i t  may come from cur ren t  wage- 
earners.  The por t ion of benef i t  
payments t h a t  does no t  come from 
employee contr ibut ions  i s  never 
subject  t o  tax. 34  

I n  con t ras t ,  we can examine a tax- 
she l t e red  p r i v a t e  pension fund: 
Individuals  and t h e i r  employers may 
contribute.  Funds contributed a r e  
not taxed u n t i l  they a r e  withdrawn, 
presumably when the individuals  have 
r e t i r e d .  The ret irement bener i t s  



w i l l  consis t  of employer and employee 
contributions,  and anything those 
funds have earned from investment. 
Retired persons w i l l  co l l ec t  t h e i r  
benef i ts  each year and pay tax on the  
e n t i r e  amount collected.  

L 

A peculiar  s e t  of circumstances has 
evolved around the  public retirement 
programs : 

A major p a r t  of the benef i ts  
enjoys tax-free s ta tus ;  

Benefits a re  not based on 
contributions a s  a re  t rue  insurance 
programs. Instead, benef i ts  a r e  
increased t o  keep up with the cost- 
of-l iving; 

These cost-of-living increases a r e  
awarded t o  recipients  regardless of 
t h e i r  f inancial  s ta tus ;  and 

Because of the benef i t  increases 
which a r e  unrelated t o  the 
contributions of recipients ,  the  
funds cannot be sustained without 
using contributions of current wage 
earners and possibly general 
revenues i n  the  future. 

These fac tors  taken together indicate  
the  pressing need f o r  change i n  the  
public retirement programs. A f i r s t  
s tep  might be a s t a r t  a t  bringing the 
funds back i n  l i n e  through taxing t h a t  
portion of benef i ts  which has not ye t  
been subject  t o  tax. This could be 
accomplished i n  several  ways: 

Benefits received could be exempt 
from taxation u n t i l  they equal the 
employee's t o t a l  contribution t o  the  
fund. Benefits above t h a t  l eve l  
would be taxed. r 

i 
Benefits could be taxed based on an 
estimate of rec ip ien t ' s  l i f e  expec- 
tancy and the  percentage of h i s  o r  
her own contribution t o  the  projected 
benefits .  

Employee contributions t o  the funds 

could be tax-exempt i n  the  year the 
contribution is  made. The e n t i r e  
benef i t  would then be subject  t o  tax 
i n  the  year it is received. 

2. Why would a f la t  aZZmance for --. 
Ziquid assets be any more desirabze 
than the itemized assets t e s t  used i n  
the current 'we Zfare ' programs? 

We have recommended t h a t  the  value of 
one home be en t i r e ly  disregarded, and 
t h a t  a f l a t  allowance fo r  other r e a l  
and personal property be established,  
based on family s ize .  This w i l l  more 
effect ively  and f a i r l y  accomplish 
the goal of an asse t s  t e s t :  To 
measure a s se t s  t h a t  can be turned in to  
usable income. The current regulations 
allowing automobiles of a ce r ta in  
value, homes of a ce r ta in  value, l i f e  
insurance, e t c . ,  a re  unnecessarily 
complicated. The regulations a r e  a l so  
pa t e rna l i s t i c  i n  t he  same way t h a t  
in-kind assistance is: They allow 
persons t o  spend t h e i r  money i n  some 
ways but not i n  others.  A f l a t  
disregard w i l l  allow persons t o  make 
t h e i r  own p r i o r i t i e s  fo r  expenditures, 
whether t h a t  be l i f e  insurance, motor 
vehicles,  o r  other  items. A s imilar  
f l a t  disregard is  used i n  detemining 
e l i g i b i l i t y  of the  blind f o r  the  Minnesota 
Supplemental Aid (MSA) program: They are  
allowed a f l a t  disregard of $2,000 plus  a 
l imited amount of home equity. Our r e c a -  
mendation would go fur ther  t o  disregard 
the  value of a home en t i re ly .  

We have no recamendation on what the  
leve l  of f l a t  a s se t  disregard should 
be. I t  could be s e t  a s  a percentage 
of federal  poverty leve l ,  a s  is the 
recommended i n c a e  disregard. 

WORK -,.---.. ; . . .  *, . . -- -. . . *. . . . . . . - . . - . . .- .. - . -- 

.. 1. Did the cornittee consider -... 
provision of public service employ- 
ment for those expected t o  work as 
an a Z t e m t i v e  t o  cash assistance? 

I We considered t h i s  proposal, though 



we a r e  aware t h a t  there is a debate 
=SF whether assistance funds - 

should be concentrated on creating 
jobs o r  on providing d i r ec t  ass i s -  
tance t o  needy persons. We favor 
concentration of funds on d i r e c t  
cash ass is tance t o  the  needy.   his 
ta rge t s  money t o  those who need it 
most. The costs  of creating public 
jobs can be so high tha t  they r e su l t  
i n  concentration of expenditures on 
a few rec ip ien ts  and reduced benef i ts  
fo r  others.  The Comprehensive Ernploy- 
ment and   raining Act (CETA) has been 
questioned from many quar ters  
regarding i ts effectiveness i n  provid- 
ing jobs fo r  the  needy. 

2. H o w  would the determination of 
'expected to  work ' and 'not expected 
t o  work' be made? 

Age and physical and mental d i s ab i l i -  
t i e s  a r e  a l l  fac tors  t h a t  together 
determine whether applicants a r e  
expected t o  work. Determination 
of applicants '  o r  chi ldren 's  age 
would not be d i f f i c u l t .  This is 
routinely done i n  the current  programs. 
The determination of persons' a b i l i t y  
t o  work can be more complex. In  same 
cases it may be necessary t o  ge t  the  
opinion of medical doctors o r  
psychia t r i s t s  regarding individuals '  
a b i l i t y  t o  work. Clearly, those not 
able should be provided fo r  a t  the  more 
generous payment standards. 

3. W i Z Z  job and skiZZs training stiZZ 
be avaiZabZe t o  those desiring it under 
the proposed system? 

Yes. Persons expected t o  work f u l l  o r  
part-time may need t o  acquire s k i l l s  
before they a r e  ready t o  work. Job and 
s k i l l s  t ra in ing  programs currently i n  
place would continue t o  be available 
t o  such persons a s  well a s  t o  those not 
required t o  work, who des i re  such 

, - 
A. - - - . . - . .* *. 

t raining.  

Benefit payments t o  persons expected 
t o  work who a r e  i n  t ra ining would 
have t o  take account of t h i s  fact .  
For example, the higher benefit  
l eve l ,  ordinar i ly  f o r  those 'not  
expected t o  work', could be retained 
fo r  'such persons during t h e i r  t ra in -  
ing period. 

4. How w i Z Z  the recornended financia2 
work incentive d i f f e r  from current work 
registration requiremeizts? 

- -  - -  -- - - -  
Under our proposal, there  would be 
no work reg is t ra t ion  requirements. 
Neither would recipients  be required 
t o  'work o f f '  p a r t  of t h e i r  grants.  
A determination of whether a person 
was expected t o  work f u l l  o r  par t -  
time o r  not a t  a l l  would be made. 
This would determine the payment 
standard fo r  a family, a s  well a s  the  
leve l  of f inancial  rewards fo r  work. 
Persons expected t o  work would 
receive l e s s  under our proposal than 
under current programs, i f  they did 
not work a t  a l l .  However, t h e i r  
income would always increase i f  they 
did work, under our proposal. This 
is  not  always the case i n  the  current 
programs. 

5. H o w  w i l t  the removaZ o f  work 
expenses from the caZcuZation of cash 
assistance payments a f f ec t  single 
parents' ab i l i t y  and incentives t o  work 
outside the home? 

Child care  i s  generally the  s ing le  
l a rges t  work expense. Free o r  subsi- 
dized chi ld  care  is avai lable  fo r  low 
income persons through the  federal  
T i t l e  XX program. This would continue 
t o  be available.  Subsidies received 
through t h i s  program would not a f f e c t  
the  s i z e  of a cash ass is tance grant. 
For higher-income persons, the federal  
tax system provides a ch i ld  care 
c red i t .  This provides reimbursement 
fo r  a portion of expenses necessary t o  
allow persons t o  work. 



'CASH VS. --. 
- IN-KIND ASSISTANCE 
I .  W i  22  in-kind assistance s t i l l  be 
available for those who desire or 
require it, under the report's 
proposa Z ? 

Yes. Our proposal c a l l s  f o r  cashing- 
out  of in-kind benef i ts ,  but continued 
'protective payments' f o r  those 
unable t o  handle t h e i r  own finances. 
Protective payments replace cash 
ass is tance t o  recipients  with d i r e c t  
payments t o  vendors such a s  landlords 
and grocery s tores .  They a r e  avai lable  
fo r  recipients  of cash assistance 
awards today and would remain i n  place 
under our proposal. 

2. Are there any programs beside Food 
Stamps and Section 8 Rent Subsidies 
that could be cashed-out? 

There probably are. There a re  many 
food and nu t r i t i on  programs, addit ional 
housing programs, soc ia l  services  and 
transportation subsidies t h a t  could be 
cashed-out. Our recommendation is  t h a t  
Food Stamps and Section 8 subsidies be 
cashed-out a t  a minimum. The Minnesota 
Legislature and the Congress should 
continue t o  explore the f e a s i b i l i t y  of 
cashing-out other assistance programs. 

3. Why did the committee recommend 
elimination of the Section 8 Rent 
Subsidy program and commitment of those 
funds t o  a cash assistance program? 

The Section 8 program provides a 
subs tan t ia l  income supplement t o  those 
who receive it. But it is inequitable 
i n  t h a t  so  small a portion of the  
e l i g i b l e  population does receive the  
subsidy. It i s  such an expensive 
program t h a t  it i s  unlikely it would 
ever be f u l l y  funded. 

We a r e  recommending an ambitious and 
expensive cash assistance program f o r  
the poor. This program w i l l  be more 
equitable than programs such a s  
Section 8, and w i l l  g e t  more do l la r s  
t o  more people. The elimination of 

- - > -  

Section 8 follows our conclusions 
. t h a t  cash, ra ther  than in-kind 
assistance should be provided whenever 
possible. Housing is  a logical  place 
to s t a r t ,  s ince it is a basic need 
that w e  a l l  share. 

FINANCING AND ---- . : r n m T 1 Q . N  -.---. - -  

I .  What w i l l  the cornittee's proposal 
cost? 

Our recommendations do not specify any 
do l l a r  l eve l  of expenditure fo r  cash 
assistance.  The hypothetical l eve l s  
i l l u s t r a t e d  i n  the graphs on page 28 
i l l u s t r a t e  the pr inc ip le  we have 
recommended: T h a t  ass is tance grants 
be structured t o  provide a f inancial  
incentive t o  work. 

The cos t  of a program is primarily 
dependent on the  funding leve l  
established by the ~ e g i s l a t u r e .  Our 
recommendations describe only a 
formula f o r  determining who is 
e l i g ib l e  f o r  assistance.  The cost  of 
such a formula w i l l  be determined by 
a l eg i s l a t i ve  body. 

2. Did the committee consider the 
question of f i l ing unit--whose income 
should be considered when a fami ly  
applies for assistance, and which 
persons i n  the household should be 
included i n  a grant? 

This is a technical  question which has 
a s ign i f ican t  bearing on program cos t s ,  
incentives and disincentives t o  share 
a household, and incentives t o  r e t a in  
o r  es tab l i sh  a l ega l  marriage. 

We favor the  sharing of households a s  
a way t o  reduce l iv ing  expenses but 
we do not want t o  encourage persons t o  
sever a marriage t i e  simply t o  take 
advantage of a cash ass is tance progrum. 
W e  were unable t o  determine a policy 
t h a t  would s a t i s fy  a l l  of these 
c r i t e r i a .  A few examples of the  
i n t r i cac i e s  of such policy follows: 



I 
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I f  the  nuclear family is considered 
the  f i l i n g  un i t ,  grants  w i l l  not be 
reduced when such a family shares a 
household with others. This i s  
currently the  policy i n  the  AFDC 
program. This permits a family t o  
be t t e r  i ts  circumstances by sharing 
a household and thus reduce expenses, 
without los ing any of the  grant. 
However, it can c rea te  anomalies 
such a s  t h i s :  A s ingle  parent with 
two children would receive 
$3,96O/year from AFDC. I f  a s ingle  
male with one chi ld  moved i n t o  the  
household, he could receive $3,264 
from AFDC , fo r  a t o t a l  household 
income of $7,224/year. I n  contrast ,  
a two-parent family of f i ve  would 
receive $5,184 from the AFDC program. 

The Carter administration has 
proposed t h a t  the income of a l l  
adu l t s  sharing the  same household 
be included i n  determining e l i g i -  
b i l i t y .  But t h i s  may encourage 
persons t o  s p l i t  up and create  new 
households i n  order t o  qual i fy  f o r  
assistance.  This would increase 
l iv ing  expenses fo r  individuals,  and 
could increase the cos t  of the  e n t i r e  
program. 

3. Did the committee consider what the 
accounting period should be for deter- 
mining e Zigibi Zity for assistance? 

No. Accounting period, o r  the  length 
of time over which pas t  income w i l l  be 
averaged t o  determine e l i g i b i l i t y  i s  
one of many technical  questions which 
we have not resolved. I t  i s  a s ign i f i -  
cant question: The shorter the  
accounting period, the  more persons 
tend t o  be e l ig ib le .  Thus, length of 
accounting period can have a large 
impact on program cos t  and benef i ts  
t o  recipients .  

4. How could public cash assistance 
programs be administered by a private 
agency? 

One poss ib i l i t y  would be t o  l i m i t  the 
administrative function of a h r iva t e  
agency t o  the in-take process and 

- - 

i n i t i a l  determination of e l i g i b i l i t y .  
This i s  currently done with public 
f inancial  a id  programs f o r  post- 
secondary students: A p r iva te  
company produces a computer form f o r  
applicants,  and then analyzes the 
information and reports  applicants '  
e l i g i b i l i t y  t o  the  public granting 

4 
agency. A computer form is a 
pos s ib i l i t y  f o r  income assistance.  

,Short  of t h a t ,  it would be possible for 
pr iva te  soc ia l  service agencies such - 

. a s  churches, food shelves and neigh- , 
borhood centers t o  determine i n i t i a l  
e l i g i b i l i t y .  This would f a c i l i t a t e  a 
decentralization of in-take locations,  
and could provide a more comfortable 
and famil iar  atmosphere fo r  applicants. 

5. Should county funding of cash 
-,,assistance programs be eliminated 

ent irely? 

~ o t  necessarily. We object  to the  
use of a regressive tax t o  fund income 
support programs. In  Minnesota, the  
property tax is closer  to  a progessive 
income tax  because of the  homestead 
c r ed i t ,  c i r c u i t  breaker and r e n t  
c red i t .  To the  extent  t h a t  Minnesota 
county property taxes have become 
progressive, they may be appropriate 
a s  funding sources f o r  income support. 
However, any loca l  l eve l  of support 
should be kept minimal. Local l eve l s  
of government have l e s s  a b i l i t y  t o  
r a i s e  revenue than do la rger  un i t s  of 
government. Tax burdens a r e  more 
l ike ly  t o  f a l l  inequitably on a small 
p a r t  of the  population i f  l oca l  
revenues a r e  a s ign i f ican t  fundj,ng 
source. 

.- 

2. How w i l l  emergency needs be met 
under the proposed system? 

The pr iva te  sector  now provides 
emergency ass is tance on a once-a- 
year basis.  I n  addit ion,  immediate 
help can be given t o  persons who 
appear to be e l i g i b l e  fo r  regular 
on-going ass is tance before the f u l l  



e l i g i b i l i t y  t e s t  is completed. These 
provisions would remain i n  place. 

The pr iva te  sector  would a l so  r e t a in  
i t s  ro l e  i n  t he  provision of emergency 
services. It is unlikely t h a t  the 
pyblic sector w i l l  ever have the  

tb 
-- - 

degree of f l e x i b i l i t y  which the  pr ivate  
sector  has t o  dispense emergency aid. 
There w i l l  always be needy persons who 
do not qual i fy  f o r  ass is tance from 
public programs. The pr iva te  sector  
would continue t o  serve t h i s  popula- 
tion. 
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'1n this report, 'income support1 will refer to the total of 'welfare' 
programs: Aid to ~amilies With Dependent Children (AFDC) , General Assistance (GA) , 
Medicaid; Supplemental Security Income (SSI), Minnesota Supplemental Aid (MSA), 
Food Stamps, and rent subsidies; plus 'insurance' programs: Old-Age, Survivors 
and Disability Insurance (OASDI, more commonly known as Social Security benefits), 
Medicare, Railroad and Public Employee Retirement, Unemployment Insurance,- - - - 

Temporary Disability Insurance, work&& compensation, veterans' ~ensions, and 
Veterans' Compensation. See Appendix for detailed-descriptions of selected 
programs. 

2"~ocial Welfare Expenditures, 1929-1975 ? "  By Alfred M. Skolnik and Sophie 
R. Dales. 1975 figures are estimates. See Appendix for detailed listing of 
expenditures. 

3 ~ s  used in this report, the term 'welfare' will refer to the following 
programs: AFDC, GA, Medicaid, SSI, Food Stamps and rent subsidies. 

'Poverty' and 'poor', as nsed throughout this report, will be defined 
according to the official federal poverty level: $5,850 annual cash income for a 
non-farm family of four; $2,970 annual cash income for a non-farm single person 
in 1977. Unless otherwise noted, 'poverty' will be calculated after all govern- 
ment cash transfers have taken place. 

5~aper #3: "The Low Income Population: What We Know About It; A Statistical 
Profile" compiled by the Consulting Group on Welfare Reform, Bob Heim, Executive 
Director. 

'~ational Journal, January 8, 1977. 

7~he payment standard remained the same in 1976 and the first part of 1977. 
It will be increased by 5% starting in July, 1977. 

8 ~ .  S . Department of Health, Education and Welfare, "The Changing ~conomic 
Status of 5,000 American Families." 

 he study was conducted from 1968-1975 on a sample of more than 5,000 
families by the University of Michigan's Institute for Social Research. James N. 
Morgan was the chief staff person for the study. 

'O~tatistical Abstract of the United States, 1976, U.S. Department of Commerce, 
Bureau of the Census. 

'' 'Sub-family' is defined as "a married couple with or without children, or one 
parent with one or more unmarried children under 18 years old, living in a 



household and related to, but not including, the head of the household or his wife." 
Statistical Abstract. 

12~inimum wage @ $2.30/hour pays $4,784/year. 

3~innesota Department of Welfare, Statistics Department. 

The elderly, blind and disabled use the highest portion of Medicaid dollars: In 
fiscal year (FYI 1975 the elderly, blind and disabled made up 38% of the U.S. Medicaid 
population, and used 62% of Medicaid dollars. AFDC adults and children made up 62% 
of the Medicaid recipients, and used 38% of the dollars. This information was 
obtained from the U.S. Department of Health, Education and Welfare, Social and Rehabili- 
tation Service, Office of Public Affairs. 

14~he Minnesota Supplemental Aid Program (MA) was created when a fsderal program 
replaced three state programs, for the aged, blind and disabled. MSA was created as 
a 'hold-harmless' so that Minnesota recipients would not receive lower benefits with 
the switch to a federal program. For a more detailed description of MSA and the 
federal program (Supplemental Security Income), see Appendix. 

1 5 ~  parent with two children and no earnings would receive a grant of $330/month 
from the program, or $3,96O/year. If the parent earned $5, 000/year, the grant would 
be reduced to $248/month, or $2,976/year. After paying $459 in taxes, the family's 
net income would be $7,517. 

'%tatistical Abstract of the United States, op. cit. 

7~i~esota Department of Public Welfare, Statistics Departxiant.. 
I % 

%e have not included education in our definition of income support. However, 
education is considered by economists in the calculation of 'social welfare' expendi- 
tures. For a detailed list of items included in the 'social welfare' category, sea 
Appendix. In 1975, education represented 27% of all public social welfare expenditures. 

 he Institute for Socioeconomic Studies, The Socioeconomic Newsletter, 
March 1977. 

20~rotective payments replace cash assistance such as AFDC and General Assistance 
with direct payments to vendors such as landlords and grocery stores. 

2'Minnesota Department of Public Welfare, Food Stamp Off ice. 

22~innesota Department of Public Welfare, Quality Control Unit. 

3~edical Economics, January 24, 1977. 

24~he programs counted are Medicaid, AFDC , Supplemental security Income, Food 
Stamps and General Assistance. National Journal, January 8, 1977 op. cit. 

25~innesota's benefit was $385 in 1975 also. 

26~he three programs are AFDC, General Assistance and Medicaid. Minnesota 
Department of Public Welfare, "Public Assistance ~ecipient Rates Per 1,000 Population 
Calendar Year 1974 Information Bulletin #96." 



27~he family would receive $330/month in a cash grant; $42/mnth in Food Stamps; 
$112/month in rent subsidy. Minnesota Department of public Welfare, Statistics 
Department. 

, 
28~igures include $182/month in cash; $34/month in Food Stamps; and $59/month 

in rent subsidy. Minnesota Department of Public Welfare, Statistics Department. 

29~igures include $196/month in Minnesota supplemental  id; $32/month in 
Food Stamps; and $59/month in rent subsidy. Minnesota Department of public 
Welfare, Statistics Department. 

C 
0 ~ ~ ~ ~ ,  General Assistance, Food -Stamps, Minnesota Supplemental  id--Minnesota 

Department of Public Welfare. Supplemental security ~ncome--Minnesota Social 
Security Office. Workers' Compensation--Program Administrator. 

31~he programs included were : Social Security, Unemployment Insurance, 
Workers' Compensation, Government Pensions, Veterans' Benefits and 'welfare'. 
Benjamin Okner , "Transfer Payments : Their ~istribution and Role in Reducing 
Poverty" included in Kenneth E. Boulding and Martin Pfaff, editors, ~edistribution 
to the Rich and the poor, 1972. 

32~on-contributory refers to that portion of benefits which has not been 
contributed directly by the recipient. 

33~he federal earned income credit is for families with earnings under 
$8,00O/year. The credit is actually a negative tax--it gives people a credit, 
even when they pay no federal tax. However, the federal earned income credit 
generally does no more than off-set Social security taxes paid. The credit 
increases through $4,000 of earnings, then decreases through earnings of $8,0001 
when it disappears. (See Appendix for detailed table on gross earnings and taxes 
for a family of four.) 

3 4 ~  portion of public employee pensions is subject to tax: The 1977 Minnesota 
Legislature passed a laM which provides that pension benefits, less Social Security, 
Railroad Retirement benefits and earnings, above $7,20O/year will be subject to 
Minnesota income tax. 





APPENDIX 
NET INCO'bE AFTER FEDERAL, MINNESOTA STATE AND SOCIAL SECURITY TAXES, 

FAMILY OF FOUR, 1976.* 
- - --- - -- - - - - - - - -- - - - - . - -- --- -- --- - -- - . -- - -- 

Earnings as 

Gross Earnings % of'Federal 
Poverty Level, 

Federal 
Tax 

MN SS 
Tax Tax 

Net Income 

1,170 20% +117 credit 0 68.40 1,218.60 

3 0% +176 credit 0 102.72 1,828.28 

40% +234 credit 0 136.92 2,437.08 

2,925 5 0% +293 credit 0 171.12 3,046.88 

3,510 60% +351 credit 0 205.32 3,655.68 

4,095 7 0% +390 credit 0 239.52 4,245.48 

80% +332 credit 0 273.84 4,738.16 

90% +274 credit 0 308.04 5,230.96 

100% +215 credit 0 342.24 5,722.76 

110% +lo3 credit (a) 0 376.44 6,161.56 (a) 
+lo6 credit (b) 6,164,56 (b) 

44 (a) 4 8 410.64 6,517.36 (a) 
35 (b) 6,526.36 (b) 

212 (a) 135.75 444.84 6,812.41 (a) 
192 (b) 6,832.41 (b) 

140% 354 (a) 223.50 479.16 7,133.34 (a) 
323 (b) 7,164.34 (b) 

12,000' 205% 1, 026 (b) 716.45 702.00 9,555.55 (b) 

15,000 2568 2,547 (b) 1,038.28 877.56 11,537.16 (b) 
- -- * The standard deduction was used in calculating tax liability. Federal and 

state earned and low income credits were included where applicable. 

(a) one parent, three children, or (b) two parents (one wage earner), two 
children. 

wepared by the Citizens League 
June 2, 1977 



SOCIAL WELFARE EXPEHDITUReS UNDER PUBLIC PWX;RAMS 
FY 1929-1975~ IN MILLIONS OF DOLLARS 

Program 1929 - 1950 1960 1970 1 9 7 ~ ~  

Social Insurance 
OASDHI 
Medicare 
Retirement d 
Unemployment Insurance 
Disability f 
Workers' Compensationg 

Public Aid 
Categorical Aid h 
Medicaid 
Social Services 
ss I 
Food S-tamps 
Other ' 

Veterans ' Programs 
Pensions & Compensation 
Health & Medical 
Education 
Life Insurance, Welfare 

& Other 

Housing 
Public Housing 
Other 

Health & Medical Programs j 
Education 
Other Social Welfare 

Data taken or estimated from treasury reports, "Federal Budgets," "Census of Government" and 
reports of federal and state administrative agencies. Ccmpiled by Alfred PI. Skolnik and Sophie R._l 
Dales. 



SOCIAL WELFARE EXPENDITURES UNDER PUBLIC PROGRAMS, FOOTNOTES. 

-- 
a~xpenditures from federal, state and local revenues and trust funds and 

other expenditures under public law; includes capital outlay and administrative 
expenditures unless otherwise noted. 

b~reliminary estimates. 

'Old-age, survivors , disability and health insurance. 
dlncludes railroad retirement and public employee retirement. Excludes 

refunds of employee contributions; includes non-contributory payments to retired 
military personnel and survivors. Administrative expenses for federal non- 
contributory retirement not available. 

e~ncludes railroad unemployment insurance, unemployment insurance and 
employment service. 

f~ncludes railroad temporary disability insurance and state temporary 
disability insurance. Includes private plans were applicable and state costs of 
administering state plans and supervising private plans. 

%ash and medical benefits paid under federal and state laws by private - - - 

insurance carriers, state funds and self-insurers. Administrative cost of 
private carriers and self-insurers not available. 

h~epresents categorical programs under the Social Security Act (AFDC, 
Emergency Assistance) and General Assistance. Starting 1969, includes work 
incentive activities. 

'work relief, other emergency aid, surplus food for the needy, repatriate and 
refugee assistance, and work-experience training programs under the Economic 
Opportunity Act and the Comprehensive Employment and Training Act (CETA). 

j~ncludes medical research, public health activities, medical-facilities 
construction, Defense Department. Excludes service in connection with OASDHI, 
state temporary disability insurance, workers' compensation, public assistance, 
vocational rehabilitation, and veterans' and anti-poverty programs. 

k~ncludes construction of elementary/secondary and higher education 
facilities, and vocation and adult education, federal administrative costs 
(Office of Education) and research. 

'Includes vocational rehabilitation; National School Lunch Program; child 
welfare services under the Social Security Act; special OEO programs; federal 
administrative and related expenses of the Secretary of Health, Education, and 
Welfare; state and local expenditures for anti-poverty and manpower programs, 
day care, child placement and adoption services, foster care, legal assistance, 
and care of transients. 



AID TO FAMILIES WITH DEPENDENT CHILDREN (AFDC) 
Program Outline 

ELIGIBILITY 

Age : Must have dependent children up t o  age 18; 19 i f  i n  school ful l- t ime- unborn 
children i n  l a s t  3 months of pregnancy, 

Work Sta tus :  Single parent  with youngest aged 6 years;  must join W I N  program o r  go 
t o  work; unemployed f a the r  must sign up f o r  work. I f  he works full- t ime,  he ' s  
ine l ig ib le .  

Income: N e t  income ( a f t e r  taxes  and work expenses) must be less than payment 
standard. 

Personal Property: Household goods, income producing t oo l s  and mater ia ls ,  and auto 
f o r  work a r e  disregarded. Maximum $300 f o r  two people; $500 f o r  t h r ee  o r  more. 

Real Property: $7,500 equi ty  i n  home (county may disregard) .  

Income Disregard: '30-and-1/3' of gross earnings, a f t e r  having become e l i g ib l e .  
When f i r s t  applying t o  program, only taxes  and work expenses a r e  disregarded. 

Automatic E l i g i b i l i t y  f o r  Other Programs: Medicaid, Food Stamps, T i t l e  XXX Socia l  
Services. 

Pr ivate  ~ e s p o n s i b i l i t y  t o  Pay Support: Absent parent .  

PAYMENT STANDARD (Minnesota) 

AFDC Grant: $136/month f o r  one person; $272/month f o r  two; $330/month f o r  three;  
$385/month f o r  four. ( I n  July  1975, Minnesota AFDC payment standards w e r e  11th 
i n  t he  United Sta tes .  ) 

Average Net Income From Assistance: Family of th ree  ( s ing le  parent ,  two chi ldren) .  
Per month - $657 o r  $7,884 pe r  year. 
($330 AFDC, $133 Medicaid, $42 Food Stamps, $40 School Lunch, $112 Rent 
Subsidy. ) 
Per month (without Medicaid) - $524 o r  $6,288 per  year. 

TYPE OF PAYMENT 

F l a t  cash grant .  

ERRORS 

In  1975 an average of 4% of rec ip ien t  cases were ine l ig ib le .  An addi t ional  1 2 %  
of cases received over-payments and an average of 5% of the  cases were under- 
paid. 

FRAUD 

Minnesota Department of  Welfare s t a f f  est imate t h a t  2-3% of t h e  cases involve fraud. 
I 

ADMINISTRATION 

County. 

Prepared by t h e  Cit izens League 
.April 4, 1977 



REGULATIONS 

Federal (HEW) , Sta te .  

FUNDING (FY 1976) 

Payments t o  Recipients: 56.8% f e d e r a l ,  21.6% state; 21.6% county. 

Administration: 50% fede ra l ;  23% state; 27% county. 

FY 1976 Minnesota Payments t o  Recipients:  $142,765,972 (91% of t o t a l ) ,  
adminis t ra t ion  $13,551,086 (9% of t o t a l ) .  

Tota l  Expenditures: $156,317,058. 

RECIPIENTS (1975) 

Minnesota Average Number of  Recipients: 127,000. 

Average Length of  Stay: Minnesota 25.2 months, United S t a t e s  32 months. 

RECIPIENT PROFILE (May 1975) 

Children 

~ d u l t s  (able-bodied) 

Disabled 

Employed 

Average Earnings 

Women 

Divorced 

Unwed 

Married 

Deserted o r  Separated 

With Children Under 
6 Years Old 

Minnesota 

71% 

28% 

3.6% of a d u l t s  

32% of  able-bodied a d u l t s  

$4,80O/year 

95% of  a d u l t s  

41% of  women 

38% of  women 

18% of  women 

3% of  women 

56% of  women 

United S t a t e s  

71% 

27% 

11% of  a d u l t s  

41% of  able-bodied 
a d u l t s  

92% of  a d u l t s  

17% of women 

45% of  women 

16% of  women 

22% of women 

479 o f  women 



GENERAL ASSISTANCE 
Program Outline 

ELIGIBILITY 

Age: 19-64 years o f  age; no dependent children.  

Work Sta tus :  S t a t e  r equ i res  r e c i p i e n t s  t o  r e g i s t e r  with s t a t e  employment service ,  
and p a r t i c i p a t e  i n  county work r e l i e f  program. Work r e l i e f  earnings a r e  not  
t o  exceed t h e  value of t h e  r e c i p i e n t ' s  grant .  1975 wages f o r  county work r e l i e f  
programs ranged from $1.75/hour t o  $4.62/hour. Eight counties paid  the  same wages 
they would pay a regular  employee; 41 counties paid t h e  minimum wage ($2.10/hour) 
f o r  work r e l i e f  pa r t i c ipan t s .  

Income: Net income must be less than the  payment standard. Counties, a t  t h e i r  
option,  may disregard work expenses when ca lcu la t ing  income. 

Personal Property: $50 cash on hand; $300 value i n  personal  property f o r  1-2 persons, 
$500 value f o r  3 o r  more persons; an automobile, i f  t rade-in value does no t  
exceed $1,500; $7,500 equi ty  i n  home. 

Income Disregard: None, o the r  than taxes  and work expenses. 

Automatic E l i g i b i l i t y  f o r  Other Programs: General Relief (Medicaid f o r  General 
Assistance r e c i p i e n t s ) ,  ~ o o d  stamps, T i t l e  xx Socia l  Services. 

P r iva te  Responsibil i ty t o  Pay Support: Spouse. 

PAYMENT STANDARD (Minnesota) 

Minimum payment f o r  one person, pe r  month: $138. Maximum s h e l t e r  allowance of $94 + 
$44 (% t h e  Old Age Assistance standard f o r  food, c lo th ing and u t i l i t i e s .  ) 
62% of Minnesota Counties pay $182. Maximum s h e l t e r  allowance + t h e  f u l l  Old 
Age standard. 26% of Minnesota Counties pay $138. 11% of Minnesota Counties 
pay between $139 and $181. Ramsey County pays $170. ~ e n n e p i n  County pays $144. 
United S t a t e s  Average Payment: ? 

Average N e t  Income from Assistance: Single person, l i v i n g  alone. 
Per month - $344 o r  $4,128 pe r  year. 

($182 f o r  GA gran t  862% of Minnesota CountiesJ, $80 Medicaid, 
$23 Food Stamps, $59 r e n t  subsidy). 

Per month (without Medicaid) - $264 o r  $3,168 pe r  year. 

TYPE OF PAYMENT 

F l a t  g ran t  f o r  food, c lo th ing,  u t i l i t i e s ,  e t c . ;  s h e l t e r  allowance based on a c t u a l  
s h e l t e r  cos ts .  

ERRORS 

No da ta  on e r r o r  r a t e s .  

Prepared by t h e  C e i z e n s  League 
Apri l  19, 1977 

-- - - 



FRAUD 

Roughly 2.5% of t h e  General Assistance caseload i n  FY 1976 was inves t iga ted  f o r  
fraud. No da ta  is  ava i l ab le  on what percent  was found t o  a c t u a l l y  contain 
fraud. The approximation i s  very rough because: 

The a c t u a l  number of cases  inves t iga ted  f o r  fraud was divided i n t o  t h e  
UVePUge General Assistance caseload. The a c t u a l  number of cases  would 
be q u i t e  a b i t  higher than t h e  average caseload. 

The number of cases  inves t iga ted  f o r  fraud is most l i k e l y  an  underestimate 
of  the  r e a l  fraud problem. The s t a t e  does not  r equ i re  count ies  t o  ac t ive ly  
pursue fraud cases i n  General Assistance; t h e r e  is  no guarantee t h a t  a l l  
cases  a r e  reported t o  t h e  s t a t e .  Counties have no way of knowing whether 
General Assistance r e c i p i e n t s  a r e  a l s o  c o l l e c t i n g  Unemployment Compensation 
benef i t s ,  (which would be i l l e g a l ) ,  because t h e  Unemployment f i l e s  a r e  
not  l e g a l l y  open t o  the  General Assistance o f f i c e  (though they a r e  t o  t h e  
AFDC of f  i c e )  . 

ADMINISTRATION 

County. 

REGULATIONS 

S t a t e ,  County. 

FUNDING (FY 1976) 

Payments t o  Recipients: 31.9% s t a t e ,  68.1% county. 

Administration: Approximately 40% s t a t e ,  60% county. 

FY 1976 Payments t o  Recipients: $19.7 mi l l ion  (85% of t o t a l ) ,  ~ d m i n i s t r a t i o n :  
$3.4 mi l l ion  (15% of t o t a l )  . 

Tota l  Expenditures: $23.1 mi l l ion  (33% s t a t e ,  67% county). 

RECIPIENTS (1975) 

Minnesota Average Number of Recipients: 18,382. 

Average Length of Stay, Minnesota hnp loyab l~s :  3 months. 

RECIPIENT PROFILE (1975) 

Employables: 26% of 1975 General Assistance cases i n  Minnesota had a responsible 
employable person present  ( those  no t  'employable' would include a lcohol ics ,  
and o l d e r  persons under age 62).  

S ingle  Persons: 82% of October 1975 cases.  

Families with Children: 11% of October 1975 cases.  

Families without Children: 7% of October 1975 cases. 

Of t h e  General Assistance Cases with a Responsible Person Employable i n  1975: 
68% w e r e  s ing le  person cases ;  
23% w e r e  f ami l i e s  with child1en under age 18; and 
9% were fami l ies  with a d u l t s  only. 



MEDICAL ASSISTANCE (Medicaid) 
Program Outline 

ELIGIBILITY 

Automatic Eligibility: Recipients of General Assistance, Minnesota Supplemental Aid 
(%A) or Aid to Families with Dependent Children (AFDC) . 

Income Tested Eligibility: Over 65, under 21, blind or disabled. 

Work Status: No work requirement. 

Income : Maximum yearly income allowed: Individual $2,736, two Persons $3 ,432, 
three persons $4,164, four persons $4,848, or five persons $5,448. 

Personal Property: Maximum allowed in liquid assets-- ~ndividual $750, two persons 
$1,000, or three persons $1,500, plus $150 for each additional legal dependent. 

~eal Property: ~aximum net equity of $25,000, (as of July 1, 1977). 

A person with income above this amount may be eligible for part payment of his 
medical expenses using the "spend down" rule. 

Spend Down: Persons with income over the maximum permitted must incur medical 
expenses equal to at least half the portion of their income which is in 
excess of the maximum, for the three months immediately preceeding application 
to the program. 

Example: A person with income of $2,80O/year is $64 over the maximum income level. 
The person's medical expenses in the three months preceeding application to 
Medicaid must equal $32 or more if the person is to qualify for Medical Assistance. 

Automatic Eligibility for Other Programs: None. 

PAYMENT STANDARD 

Average recipient receives $225/month value in medical services. 

35% of Medicaid recipients are blind, disabled or over 65 and they receive 62% of 
Medicaid dollars. 

62% of Medicaid recipients are AFDC adults or children and they receive 38% of 
Medicaid dollars. 

Monthly payments in Minnesota $27 million. 

TYPE OF PAYMENT 

Payment is made directly to the vendor for services. 

Services Covered: Minimum Services Federally Required-- Inpatient hospital, 
outpatient hospital, laboratory and x-ray services, skilled nursing care and 
physician care. 

State Options: Home health services, private duty nursing services, clinic services, 
dental services, physical therapy and related services, (drugs, eyeglasses, 
dentures and prosthetic devices, if prescribed by a licensed practioner), 
hospital care for patients 65 or older in institutions for tuberculosis or 
mental illness and transportaion costs incurred solely for obtaining medical care. 

Prepared by the Citizens League 
JunS 28, 1977 



Minnesota o f f e r s  a l l  of t h e  s t a t e  opt ions  although p r i o r  author iza t ion  by Public 
Welfare Department and/or physician is  needed f o r  c e r t a i n  services .  

ERRORS 

January 1975-October 1976: Recovered $50,000 overpayments. 

FRAUD 
- -- ---- - 

Minnesota r e c i p i e n t  fraud (est imated) 3% of cases.  Fraudulent Act iv i ty :  
Indictments 22, convict ions 11, a c q u i t t a l s  1, dismissa ls  4, 
pending cases  6. 

ADMINISTRATION 

County. 

mGULATIONS 

Federal and s t a t e .  

FUNDING (FY 1976) 

Payments t o  r e c i p i e n t s  FY 1976 $332 mi l l ion  (97% of t o t a l )  (56.8% federa l ,  
38% s t a t e ,  4.3% county). Administrative expenses FY 1976 $11.4 n i l l i o n  
(3% of t o t a l ) ,  (50% federa l ,  50% s t a t e ) .  Tota l  expenditures $332.4 
mi l l ion .  

Medicaid-General Assistance ~ e c i p i e n t s :  Federal  law requ i res  t h a t  AFDC 
r e c i p i e n t s  be automatical ly e l i g i b l e  f o r  ~ e d i c a i d .  Some GA r e c i p i e n t s  -- a r e  
e l i g i b l e  f o r  Medicaid and some f o r  General Assistance ~ e d i c a l  Care (GAMC). 
Medical s e r v i c e s  a r e  i d e n t i c a l  f o r  these  groups. 

Payments t o  Recipients  FY 1976: $9.04 mi l l ion  (90% s t a t e ,  10% county). 
Administrative Expenses FY 1976: $4.6 mi l l ion  (61% county, 39% s t a t e ) .  
( A l l  General Assistance adminis t ra t ive  expenses a r e  included.) 

RECIPIENTS 

Average number of e l i g i b l e  p e r w n s  271,000 p e r  month. 44% of  these  a c t u a l l y  
rece ive  b e n e f i t s  each month. Half of t h e  r e c i p i e n t s  rece ive  ass i s t ance  from * Medicaidonly. H a l f  o f t h e  r e c i p i e n t s  i n n u r s i n g  homes. * 
*Due t o  overlap i n  these  two groups, t h i s  does not  represent  the total 

Medicaid population. 



SUPPLEMENTAL SECURITY INCOME (SSI) 
Program Outline 

ELIGIBILITY 

Age: 65 years+ o r  b l ind o r  disabled. 

I Work Sta tus :  No work requirement. 

Income: Gross income must be l e s s  than payment standard. 

Personal Property: $1,500 maximum f o r  one person; $2,250 maximum f o r  two persons. 
The value of a home i s  disregarded. An automobile worth $1,200 o r  l e s s  i s  
disregarded--any value over $1,200 is considered avai lable  income. Up t o  
$1,500 cash surrender value of l i f e  insurance i s  disregarded. The value of any 
jewelry, a r t  o r  valuable stamp co l lec t ions ,  e tc .  i s  considered avai lable  income. 

Income  isr regard: The f i r s t  $20/month/household of unearned income is disregarded. 
Pensions and Socia l  Securi ty a r e  considered unearned income. Payments from AFDC 
o r  General Assistance a r e  disregarded. 

- -  The f i r s t  $65/month/hou_sehold 0-f-~~earned income is  disregarded.  W y  qgqss  earninqs_~_- ~ - -  

above t h a t  a r e  counted 50e on the  do l l a r  a s  avai lable  income. (This i s  
d i f f e r en t  than t he  AFDC disregard:  I n  AFDC t h e  net  earnings a f t e r  taxes  and 
work expenses a r e  counted a s  aMi l ab l e  income, and t he  '30-and-1/3' disregard is  
only applied a f t e r  a person is enrolled i n  the  program, not  a t  the  t i m e  of 
- ! -. . . - _  , - . , . . . ,. . . . - - - -- - -_ - -.  - -~ -- ~ ~ - -~ ~ - 

I Automatic E l i g i b i l i t y  f o r  Other Programs: None. 

Pr iva te  Responsibil i ty t o  Pay Support: None. 

PAYMENT STANDARD (U. S . ) 
Maximum payment f o r  one person l i v ing  alone, $167.80/month. Maximum payment f o r  a 

couple l i v ing  alone, $251.80/month. 

Shared Household Rule: I f  a person applying f o r  SSI shares a household with other  
persons not  applying f o r  ass is tance ,  and he i s  paying less than h i s  share of 

t. household cos t s ,  t he  "shared household" r u l e  - appl ies .  - - - -- - 

Maximum payment f o r  one person i n  a shared household $111.87/month. M a x i m u m  payment 
f o r  a couple i n  a shared household $167.87/month. 

Average N e t  Income from Assistance: Single person, l i v ing  alone. 
Per month - $329.00 o r  $3,957.60 per  year. - -  - - - .  - _ _  . _ _ . . . . - . . .~ -I -. ~ - -  

($167.80 f o r  SSI grant ,  $80 Medicaid, $23 Food Stamps, $59 reiit~. ~ 

subsidy). 
Per month (without ~ e d i c a i d )  - $249.80 o r  $2,997.60 per  year. 

TYPE OF PAYMENT 

F l a t  cash grant  f o r  persons l i v ing  alone. Cash g ran t s  t o  persons i n  shared household 
have some r e l a t i o n  t o  a c tua l  l i v ing  expenses. 

Prepared by the  Cit izens League 
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ERRORS 

Minnesota 5.8%, U.S. 8.2%. 

FRAUD 

ADMINI STRATION 

Federal, Socia l  Securi ty Administration. 

REGULATIONS 

Federal. 

FUNDING (FY 1976) 

Minnesota Payments t o  ~ e c i p i e n t s :  $36.8 mil l ion (100% fede ra l ) .  

Administration: U.S. 8.1% of t o t a l  expenditures (100% fede ra l ) .  

RECIPIENTS (MN FY 1976) 

Minnesota Average Number of Recipients: 38,169. 

Of t he  t o t a l  number of SSI rec ip ien t s ,  51.8% received no Socia l  Securi ty check. 
Of those receiving no Socia l  Securi ty check, approximately 30% were over age 65. 

Of t h e  t o t a l ,  47.6% were e lder ly ;  1.7% were blind;  and 50.6% were disabled. 
6.7% had earned income (2.7% of these were aged). 3% of U.S. r ec ip ien t s  
had earned income. 

Average Length of Stay: ? 



MINNESOTA SUPPLEMENTAL AID (MSA) 
Program Out line 

ELIGIBILITY 

Age: 65 years+ or blind or disabled. 

Work Status: No work requirement. 

Income: Net income must be less than the payment standard. 
, Personal Property: Aged and Disabled-- $300 maximum for one person; $450 for two 

i persons (includes cash, savings and car) + $1,000 cash surrender value of life 
insurance for aged; $500 for disabled. Blind-- $2,000 maximum for one person; 
$4,000 maximum for two (includes cash, savings, car, life insurance). 

Real Property: $15,000 home equity (mobile home is disregarded entirely). 

Income Disregard: $8/person/month of Social Security check is disregarded. 
Aged and Blind: First $20 and half of the next $60 of earned income is 
disregarded. Net take-home pay (wages less taxes and transportation expenses) 
is counted as available income. All unearned income, except for the $8 Social 
Security is counted as available income. Blind: The first $7.50/person/month 
of any income is disregarded (above the $8 Social Security); in addition, the 
next $85 of earned income and half of any earned income above $85 is disregarded. 

Automatic Eligibility for Other Programs: Medicaid and Title XX Social Services. 

Private Responsibility to Pay Support: Spouse. 

PAYMENT STANDARD 

Maximum payment, one person, living alone $196/month. Maximum payment, two persons 
living together $289/month. 

Maximum payment, one person, sharing a household with others $223/month. Maximum 
payment, two persons, sharing a household with others $446/month. 

Average Net Income from Assistance: Single person, living alone. 
Per month - $358/month or $4,296 per year. 

($196 for MSA grant, $80 ~edicaid, $23 Food Stamps, $59 Rent 
Subsidy) . 

Per month (without Medicaid) - $278 or $3,336 per year. 
TYPE OF PAYMENT 

Categorical cash grant. Counties determine payment levels for shelter, food, 
telephone, transportation, etc. 

ERRORS 

FRAUD 

Prepared by the Citizens League 
May 16, 1977 



ADMINISTRATION 

County. 

REGULATIONS 

Federal ("mandatory pass-along"); s t a t e ;  county. 

FUNDING (FY 1976) 

Payments t o  Recipients: $5,222,438 (50% s t a t e ,  50% county), (77.6% of t o t a l ) .  

Administration: $1.5 mi l l ion  (50% s t a t e ,  50% county), (22.3% of t o t a l ) .  

Total  Expenditures: $6,722,438. 

RECIPIENTS (FY 1976) 

Minnesota Average Number of  Recipients: 6,962 (now down t o  approximately 
5,600) . 

Average Length of Stay: No cur ren t  f igures ,  but  average s t a y  on Old Age 
Assistance i n  t h e  e a r l y  1970's was 7 years.  

Of t o t a l  MSA r e c i p i e n t s  i n  FY 1976, 3.1% were b l ind;  59% w e r e  disabled;  and 37.7% 
were aged. 

Of t o t a l  r ec ip ien t s ,  29.4% had addi t ional  income only from Socia l  Securi ty;  
43.6% had addi t ional  income only from Supplemental Secur i ty  Income (SSI); 
23.4% had addi t ional  income from SSI and Socia l  Secur i ty  only; and 3.3% 
had e i t h e r  no add i t iona l  income, o r  addi t ional  income from other  sources. 



FOOD STAMP 
Program Out l ine  

ELIGIBILITY 

Age: 1 8  years+. 

Work S ta tus :  Persons aged 18-65 must r e g i s t e r  f o r  work un le s s  they  a r e  a t  l e a s t  ha l f  
t ime s tuden t s  o r  a r e  ca r ing  f o r  a dependent. S t r i k e r s  and persons a f f e c t e d  by 
lock-outs must r e g i s t e r  f o r  work. I f  any person i n  a household requi red  t o  
r e g i s t e r  f o r  work r e fuses  t o  r e g i s t e r ,  t h e  e n t i r e  household is i n e l i g i b l e  f o r  
Food Stamps f o r  one year  o r  u n t i l  t h e  member complies wi th  t h e  l a w .  
Persons employed a t  l e a s t  30 hours p e r  week o r  p a r t i c i p a t i n g  i n  a drug o r  
a lcohol  r e h a b i l i t a t i o n  program a r e  n o t  r equ i red  t o  r e g i s t e i  f o r  work. 

-. . . . - . . - - ~ - -  -- . .. . . . . . - - 

Persons r e q u i r e d  t o  r e g i s t e r  f o r  work must accept  s u i t a b l e  employment. 

Def in i t i on ,  S u i t a b l e  Employment: A job must pay a t  l e a s t  $1.30/hour1 o r  t h e  s t a t e  o r  
f e d e r a l  minimum wage t h a t  a p p l i e s ,  i f  it i s  higher .  

Def in i t ion ,  - ---- Unsuitable E m  loyment: A job i s  x n s i d e r e d y s u i t a b l e  if; - 
- -- - -  - -  - - -- - - - - - - --- 

r The r e g i s t r a n t  is  requi red  t o  jo in ,  r e s i g n  from, o r  r e f r a i n  from jo in ing  
any l e g i t i m a t e  l a b o r  organiza t ion;  

r The work o f f e r e d  is  a t  t h e  s i t e  of a s t r i k e  o r  lock-out a t  t h e  t ime o f  t h e  
o f f e r ;  

r There is  an unreasonable degree o f  r i s k  t o  t h e  r e g i s t r a n t ' s  h e a l t h  and 
s a f e t y ;  

r The r e g i s t r a n t  is n o t  phys ica l ly  o r  mental ly f i t  t o  do t h e  work o f fe red ;  
The work o f f e r e d  i s  no t  i n  t h e  r e g i s t r a n t ' s  major f i e l d  o f  experience,  unless ,  
a f t e r  a pe r iod  of  30 days from r e g i s t r a t i o n ,  job o p p o r t u n i t i e s  i n  h i s  major 
f i e l d  have n o t  been o f fe red ;  o r  

r Commuting time p e r  day r ep resen t s  more than  25% of t h e  r e g i s t r a n t ' s  t o t a l  
work time, based upon e s t ima tes  of t h e  time requi red  f o r  going t o  and from 
work by t r a n s p o r t a t i o n  t h a t  is a v a i l a b l e  or  expected t o  be used. 

Income: Gross Income Less-- Taxes; re t i rement  payments; union dues, medical c o s t s  
over  $lO/month; c h i l d  o r  i n v a l i d  c a r e  necessary t o  a l low a household member t o  
be employed o r  p a r t i c i p a t e  i n  job t r a i n i n g  o r  school;  t u i t i o n  and r equ i red  
f ees ;  court-ordered support  and alimony payments; and s h e l t e r  c o s t s  over  30% of 
household income a f t e r  a l l  o t h e r  deduct ions must be no more than: Per month - 
one person $245, two persons $322, t h r e e  persons $433 ($447 as of July 1, 19771, 
f o u r  persons $553 ($567 as of  J u l y  1, 1977). 

Personal  Property:  $1,500 maximum cash on hand, personal  proper ty  f o r  two o r  more 
persons;  $3,000 maximum f o r  two o r  more persons  i f  one i s  age 60+. The va lue  
o f  one home and l o t ;  one l i censed  veh ic l e  and any o t h e r  veh ic l e s  needed f o r  
employment; l i f e  insurance;  r e a l  e s t a t e  t h a t  produces income wi th  i t s  f a i r  market 
value;  and t o o l s  o f  a tradesman a r e  disregarded.  

Income Disregard: 10% of  earn ings  n o t  t o  exceed $30 p e r  household p e r  month. 

Automatic E l i g i b i l i t y  f o r  Other Programs: Households where a l l  members a r e  
r e c i p i e n t s  of  SSI, AFDC o r  GA a r e  au tomat ica l ly  e l i g i b l e  f o r  Food Stamps. 
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t o  Pay Support: I f  s tudents are taken as t ax  deductions 
e i r  parents ,  then t h e  s tudents  w i l l  not be e l i g i b l e  f o r  Food Staaps unless  

e l i g i b l e .  

which may be used t o  purchase only food items, a s  defined 
e United S t a t e s  Department of AgricultLire. 

PAYMENT 

A s ing le  
Stamps, 
income, 
t h e  
I n  

value 

ERRORS I 

STANDARD 

person i s  a l l o t t e d  $50 of ~ o o d  stamps; a family of four ,  $170 of Food 
a s  of July  1, 1977. Purchase p r i c e s  f o r  t h e  stamps vary with ne t  
which is  derived by an e labora te  formula. The di f ference  between 

allotment and t h e  purchase p r i c e  is  t h e  "bonus value" of the  stamps. 
FY 1976 t h e  average bonus pe r  person pe r  month was $21.00 i n  Minnesota. 

Secretary of Agriculture Bergland has recommended t h a t  t h e  purchase 
requirement be el iminated,  and t h a t  ins tead persons be given t h e  bonus 

of stamps. 

e l y  18.5% of payments i n  Minnesota i n  1975 went t o  i n e l i g i b l e  house- 
; approximately 6% of p a r t i c i p a t i n g  households were over-charged f o r  
stamps, and approximately 20% of households w e r e  under-charged. 

FRAUD I 
e l y  8.5% of a l l  e r r o r s  and payments t o  i n e l i g i b l e  persons i n  
s o t a  i n  1975 were a t t r i b u t e d  t o  misrepresentat ion of f a c t s  by c l i e n t s .  

County. 

Federal. 1 

: 100% federa l .  

Administr t i o n :  50% federa l ,  2% s t a t e ,  47% county (does not = 100% due t o  rounding). b 
yments t o  Recipients (bonus value of stamps) : $46 mi l l ion  (94% of t o t a l ) .  
i s t r a t i o n :  $3.1 mi l l ion  ($3 mi l l ion  county administrat ion,  $ . l  mi l l ion  
administrat ion),  (6% of  t o t a l )  . 

$49.1 mi l l ion  (96% federa l ,  1% s t a t e ,  3% county). 
Pa r t  of the  county expenditures f o r  administrat ion a r e  reimbursed by 

FY 1976, Minnesota r e c i p i e n t s  paid  $38 mil l ion  f o r  Food 

of Recipients  Per Month: 183036.  

of E l ig ib les :  500,000+ (based on census d a t a ) .  
Average &ngth of Stay: ? 



Characteristics of Food Stamp Recipients in United States, USDA Survey (1976) 

64% of the households were headed by women. 

69 of all participants were age 65+. 

Household size averaged 3.2 persons; 46% of all households had one or two 
persons. 

Average gross income $298/month/household. 

Average net income $223/month/household. 

5% of all households received their Food Stamps free. 

Sources of Income: AFDC, 42% of all households; salaries and wages 42%; student 
aid .8%. 

Employment Status: 77% of all household heads were unemployed with no reported 
income; 15% of all heads worked full-time; 4.5% worked less than 30 hours/week. 



SECTION 8 RENT SUBSIDY 
Program Outline 

ELIGIBILITY 

Individual: Age 62+, or handicapped, or disabled or displaced by governmental action 
with a yearly income below $9,600. 

Family: (Two or more persons). Yearly income levels must be below set maximums: 

Family Size Income Level #1 

2 $6,900 
3 7,700 
4 8,600 
5 9,300 
6 10,000 
7 10,700 
8+ 11,400 

Income Level #2 

$11 000 
12,400 
13,800 
14,700 
15,500 
16,400 
17,300 

30% of the participants must be in income level #l. 

Definition, Handicapped: A handicapped person is one who has a physical impairment 
which : 

1s expected to be of indefinite duration; 
Substantially impedes the person's ability to live independently; and 
Is of such a nature that the ability to live independently could be improved 
by more suitable housing conditions. 

Definition, Disabled: A person that has an inability to engage in any substantial 
gainful activity by reason of any medically determinable physical or mental 
impairment which can be expected to result in death or has lasted or which can 
be expected to last for a continuous period of not less than twelve months. 

Personal Property: Disregarded. 

~utomatic ~ligibility for Other Programs: None. 

PAYMENT STANDARD 

Participants choose their own rental unit (may be either house or apartment). 
Maximum rents including utilities must not exceed: 

Bedrooms Elevator Building Non-Elevator ~uilding 

1 $194/month $176/month 
2 231 209 
3 267 243 
4+ 3 03 275 

TYPE OF PAYMENT 

Participants pay no more than 25% of their income for rent. The Department of Housing 
and Urban Development (HUD) pays the remainder directly to the landlord. 

ERRORS 

? 
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FRAUD 

? 

ADMINISTRATION 

Housing and Redevelopment Authorities (HRA1s) and individual publicly-subsidized 
housing projects. (Certain publicly-subsidized buildings have units set aside 
for the Section 8 program). 

REGULATION 

Federal. 

FUNDING 

100% Federal. 

Minnesota Payments (approximate figures): FY 1976 rent subsidy payments $34 million 
(85% of total) , administrative expenses $6 million (15% of total) , total expendi- 
tures $40 million. 

- - 

Minneapolis Payments (approximate figures) Per Month, Per unit: 6 1977 rent subsidy 
payments $140 (87% of total), administrative expenses $20 (13% of total), total 
expenditures $160. 

Available Units: Minnesota (May 1977), private housing 6,311, publicly-subsidized 
buildings 2,503, of the available units 5,902 are occupied. 

Vacancies in available units are due to the length of time necessary to process 
applications, choose appropriate dwelling units, and cmplete necessary repairs. 

Units Available in the Metro Area Waiting Lists 

Minneapolis 1,085 700 
St. Paul 1,341 64 8 
Bloomington 140 0 
Dakota County 94 8 Not Available 
South St. Paul 150 35 
Metro Council-Administered 1,490 1,200 

WCIPIENT PROFILE 

65% aged, 35% families. Majority of the recipients are in income level #l. 



SOCIAL SECURITY 
Program Outline 

ELIGIBILITY 

Work S ta tus :  ~ e t i r e m e n t  Benefits--Age 62 i n  1927; rnininlm 6% years  work c r e d i t .  
Minimum 10 years  work c r e d i t  i f  reach age 62 i n  1991 o r  a f t e r .  

Disab i l i ty  Benefi ts :  
Disabled before age 24--a minimum 1% years work c r e d i t  i n  3 year period 
before d i s a b i l i t y  occurs. 
Disabled between t h e  ages of 24 and 31--the minimum work c r e d i t  must equal 
% t h e  number of years  between t h e  person's  21st  bir thday and time of 
d i s a b i l i t y .  
Disabled a t  age 31+--a minimum of 5 years work c r e d i t  ou t  of the  preceeding 
10 years.  

~ e f i n i t i o n ,  Disab i l i ty :  A person is  considered disabled i f  they have a physical  
o r  mental impairment which; 

Prevents them from doing any "subs tan t i a l  ga in fu l  work;" 
Is expected t o  l a s t  o r  has l a s t e d  f o r  a t  l e a s t  12 months; o r  
Is expected t o  r e s u l t  i n  death. 

Survivor ' s  Benefi ts :  To be e l i g i b l e  f o r  su rv ivor ' s  b e n e f i t s  a widow o r  widower 
must be ; 

Age 60 o r  over; 
Disabled age 50 o r  over; o r  
Any age with dependent chi ldren under age 18. 

Work Credit :  Age 28 o r  younger i n  1977--minimum 1% years work c r e d i t  required 
i f  survived by dependent chi ldren age 18 o r  younger. Minimum 6% years  work 
c r e d i t  i f  death occurs i n  1977 a t  age 48 o r  younger with no surviving 
dependent children.  

Persons Not Covered: Employees of char i t ab le ,  educaJ:ional, r e l i g i o u s  o r  govern- 
mental i n s t i t u t i o n s  and persons covered by Public Employee Retirement 
Association (PERA) may be exempted from Socia l  Securi ty.  

Personal Property: Disregarded. 

Incme Disregard: Any income from savings,  investments, pensions, insurance o r  
s a l e  of property i s  t o t a l l y  disregarded. $3,000 maximum year ly  wages 
permitted without reduction of Soc ia l  s e c u r i t y  check. One d o l l a r  i n  benef i t s  
is  withheld f o r  each $2 i n  wages over t h i s  annual maximum. F u l l  monthly 
benef i t s  may be received fo r  any months i n  which wages a r e  l e s s  than $250 
even though maximum year ly  wages may be g rea te r  than $3,000. 

Automatic E l i g i b i l i t y  f o r  Other Programs: Medicare -- 
Persons age 65 o r  over; 
Persons receiving d i s a b i l i t y  b e n e f i t s  f o r  24 consecutive months; and 
Persons with chronic kidney disease.  

Prepared by the  Ci t izens  League 
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PAYMENT STANDARD (1977) * 
Maximum benef i t ,  female worker r e t i r i n g  a t  age 65: $447.40/month. 
Maximum b e n e f i t ,  male worker r e t i r i n g  a t  age 65: $437.10/nonth. 
Minimum benef i t ,  worker r e t i r i n g  a t  age 65: $114.30/month. 

- - --- 
1977 Average Monthly Soc ia l  Secur i ty  Payments Per Month: Retired worker alone $234, 

aged couple, one having worked and receiv ing benef i t s  $400, widow and two 
chi ldren  $547, aged widow (60 o r  over)  $223, d isabled  worker, wife and two 
chi ldren  $517, a l l  d isabled  workers $262. 

Retirement payments a r e  reduced by 20%/month f o r  persons r e t i r i n g  a t  age 62 r a t h e r  
than age 65. 

ERRORS 

? 

FRAUD 

? 

ADMINISTRATION 

Federal.  

REGULATIONS 

Federal. 

FUNDING 

Tax contr ibut ion  by employers, employees and the  self-employed. 1977 employers and 
employees each pay a t a x  r a t e  of 5.85% on employee s a l a r y  on a maximum s a l a r y  
of $16,50O/year. 1978 t ax  r a t e  w i l l  be 6.05%. 

1977 self-employed t a x  r a t e  is  7.9% on a maximum of $16,500 n e t  p r o f i t -  1978 t a x  
r a t e  w i l l  be 8.1%. 

These cont r ibut ions  a r e  added t o  t h e  Socia l  Secur i ty  Trus t  Fund. The money is then 
invested i n  goverment s e c u r i t i e s  and used t o  pay monthly benef i t s .  But, the  
Retirement Trus t  Fund i n  i t s  p resen t  form could run ou t  a s  e a r l y  a s  1983 if 
changes a r e  not  made i n  f inancing t h e  program. 

FY 1976 payments t o  U.S. r e c i p i e n t s  $71.4 b i l l i o n  (100% t r u s t  fund) (98% of t o t a l ) ,  
I adminis t ra t ive  expenses $1.2 b i l l i o n  (100% t r u s t  fund) (2% of t o t a l ) ,  t o t a l  

expenditures $72.6 b i l l i o n .  

FY 1976 payments t o  Minnesota r e c i p i e n t s  $110.1 m i l l i o n  (100% t r u s t  fund) .  

RFCIPIENTS (FY 1976) 

U . S .  32.5 mi l l ion ,  Minnesota 578,600. 
I .  

*Currently t h e  formula f o r  computing Socia l  securi-ty ret irement b e n e f i t s  allows 
women t o  rece ive  higher monthly payments than men. S t a r t i n g  i n  1978 t h e  higher 
monthly benef i t s  w i l l  apply t o  a l l  workers reaching age 65. 



M3DICARFi (FY 1976) 

U.S. payments $16.9 b i l l i o n  (96% of  t o t a l ) ,  a d m i n i s t r a t i v e  expenses  $650.4 m i l l i o n  
(4% o f  t o t a l ) ,  t o t a l  expend i t u r e s  $17.6 b i l l i o n ,  U.S. r e c i p i e n t s  24.5 m i l l i o n ,  
Minnesota payments $280.4 m i l l i o n ,  Minnesota r e c i p i e n t s  470,700. 

ECIPIENT PROFILE 

1/7 o f  t h e  U.S. popu l a t i on  r e c e i v e s  monthly S o c i a l  S e c u r i t y  checks.  88.3% of t h e  
aged popu l a t i on  r e c e i v e  S o c i a l  S e c u r i t y .  22 m i l l i o n  peop l e  over  age  65  receive 
Medicare. 2.1 m i l l i o n  d i s a b l e d  pe r sons  under age  65 r e c e i v e  Medicare. 



UNEMPLOYI'BNT INSURANCE 
Program Outl ine 

ELIGIBILITY 

Work S ta tus :  Minimum Coverage - - Individuals  must have worked a t  l e a s t  15  weeks a t  
$50 o r  more pe r  week f o r  minimum unemployment b e n e f i t s  of $30/week f o r  up to 
11 weeks. 

Maximum Coverage: Persons who have been employed f o r  a t  l e a s t  37 of t h e  previous 
52 weeks with an average s a l a r y  f o r  t h a t  period of $244/week o r  more w i l l  
rece ive  a maximum of $122/week f o r  up to '  26 weeks. 

Persons Covered: Those who a r e  l a i d  off  from t h e i r  l a s t  job and meet t h e  
e l i g i b i l i t y  requirements l i s t e d  above. 

Persons Not Covered: Those who q u i t  t h e i r  jobs; s t r i k e r s ;  persons f i r e d  f o r  m i s -  
conduct; self-employed; s tudents  ( i f  unwilling t o  leave school f o r  ful l- t ime 
employment). Typical jobs no t  covered: Farm worker, c lergy,  domestic servant ,  
and the  self-employed. 

96% of Minnesota workers a r e  covered today. 

Persons must accept  s u i t a b l e  employment i f  it is offered .  

Def in i t ion ,  Su i t ab le  Employment: A job is  considered s u i t a b l e  i f  employee's p a s t  
experience, t r a i n i n g ,  and background a r e  considered appropriate.  

Def in i t ion ,  Unsuitable Employment: A job is  considered unsui table  i f  -- 
There i s  an unreasonable degree of r i s k  t o  r e g i s t r a n t s '  hea l th  and sa fe ty ;  
The work offered  is  a t  the  s i te  of a s t r i k e  o r  lock-out a t  the  t i m e  of t h e  
o f f e r ;  
The pay offered  is  below o f f e r s  p reva i l ing  i n  t h e  area;  

? Commuting time pe r  day represen t s  more than 25% of the  r e g i s t r a n t s '  t o t a l  
work time ; 
Regis t rants  a r e  required to jo in ,  r e s ign  from, o r  r e f r a i n  from joining any 
l eg i t ima te  labor  organizat ion.  

Income Disregard: $25 weekly earned income is disregarded. Earnings g r e a t e r  than 
$25 a r e  deducted d o l l a r  f o r  d o l l a r  from the  b e n e f i t  l eve l .  A l l  unearned income 
is disregarded. 

PAYMENT STANDARD 

Unemployment Insurance benef i t s  a r e  based on the  weekly earnings of t h e  person 's  
previous job: 60% of 1st $85, 40% of 2nd $85, 50% of anything over $170. 

~aximum Payment: $122/week. 
~inimum Payment: $30/week. 

Average Weekly Payment i n  Minnesota: $87.98. 
Maximum Length of Time a Persons Can Receive ~ e n e f i t s :  26 weeks. 
Extended Benef i t s  a r e  ava i l ab le  f o r  up t o  13  weeks i f  t h e  s t a t e  average unemploy- 

ment r a t e  is  4.5% o r  g r e a t e r  while t h e  person is  receiving benef i t s .  
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ERRORS 

1975 Overpayments: $1.7 mill ion.  

FRAUD 

$274,000 (16% of t o t a l  overpayments). 
Recovered: $1.4 mil l ion (82% of t o t a l  overpayments). 

ADMINISTRATION 

Federal and s t a t e  guidelines.  

Rl3GULAT IONS 

Federal and s t a t e .  

FUNDING (FY 1976) 

A l l  funds f o r  Unemployment Insurance come from an employer payrol l  tax .   his tax is 
levied on t h e  f i r s t  $7,000 of wages f o r  each employee. 

Federal Tax: 0.7% 
Minnesota Tax (minimum) : 1.0%. 
I f  t he  unemployment r a t e  f o r  an employer is  high, the  s t a t e  t ax  can be increased t o  a 

maximum 7.5%. 
Estimated Average Tax Paid by Minnesota Employers: 1.95%. 

1976 Total  Expenditures: $297.6 mil l ion (34% federa l  tax ,  66% state t a x ) .  
1976 Minnesota Payments t o  Recipients: $194 mil l ion (100% s t a t e  t a x ) ,  (65% of t o t a l ) .  
1976 Extended Benefi ts:  $93 mil l ion (78% federa l  tax ,  21% s t a t e  tax), (31% of t o t a l ) .  
1976 Administration: $30.6 mil l ion (1008 federal) ,  (10% of t o t a l )  . 
(Administrative expenditures include Unemployment Insurance and t h e  Employment 

Services Division. ) 

To help meet payment obl igat ions  Minnesota borrowed $76 mi l l ion  from the  federa l  
government i n  1976. Majority of t he  borrowed money came from t h e  employer t ax  
and p a r t  came from the  general  revenue. 

WCIPIENTS 

1976 Average Number of Recipients i n  Minnesota: 150,000. 
1975 Average Length of Time Person Received Benefi ts:  United S t a t e s  15.7 weeks, 

Minnesota 15.0 weeks. 

1976 Unemployment Rate: United S t a t e s  7.7%, Minnesota 5.5%. 


