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Report To The Congress .’ * 
OF THE UNITED STATES 

U.S. Income Security System 
Needs Leadership, Policy, 
And Effective Management 

The costs of income security programs have 
soared by 250 percent over the past 10 years, 
makiny them the largest part of the Federal 
budget. These I)rograms come under constant 
criticism for being too profuse, inequitable, 
inefficient, difficult to manage, and discour. 
aginy individuals from working. Taken 
together, these multibillion-dollar tax and 
transfer proyrams affect every American’s 
present and future well-being. For these 
reasons, GAO formed a task force to study 
the income security system. 

The income security system lacks overall 
leadership. Because of the system’s far 
reaching social impacts, deeply rooted diffi- 
culties, and projected future cost growth, the 
time has come to fill the leadership void and 
bring about changes in its policymaking, 
management, and evaluation. GAO believes 
such changes can best be brought about 
through an independent, national body, such 
as a National Income Security Commission, 
dedicated to helping the Congress and execu- 
tive branch meet their program responsibil- 
ities. Ill lllll 
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COMPTROLllR OKNKML OF THlE UNITED ffATE8 

WA8WINOTON. D.C. tocII 

To the President of the Senate and the 
Speaker of the House of Representatives 

Our j__ncome security task force has made an extensive 
study of the U.S. -Fncome-~~~;l‘-;;ify-system because of wide- 
spread concern about the system’s cost and effectiveness. 
This report recommends ways to improve manaqement and over- 
siqht of the system’s proqrams and activities. 

Copies of this report are beinq sent to the Chairman, 
Council of Economic Advisers; the Director, Office of Manaqe- 
ment and Rudqet; the heads of Federal departments and aqencies 
responsible for adninisterinq the major income security pro- 
qrams; and the 53 State and territorial Governors and the 
Mayor of the District of Columbia. Copies are also beinq sent 
to each Member of Conqress and to the chairmen of income 
security-related congress' EzmG&/.h 

Comptroller General. 
of the 17nited.State.s 





COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

U.S. INCOME SECURITY SYSTEM 
NEEDS LEADERSHIP, POLICY, 
AND EFFECTIVE MANAGEMENT 

DIGEST ------ 

The United States finds itself today with 
a bewildering array of income security 
programs spread across Federal, State, 
and local jurisdictions. This multibillion- 
dollar tax and transfer network has evolved 
largely since 1935, when the United States 
began instituting a wide range of programs 
to help individuals and families not able or 
expected to support themselves through work. 
Paralleling the Nation's great economic 
growth and social change, the system has 
grown to where what once was viewed as 
"charitableness" now has become to many 
Americans a sense of "guaranteed right" to 
their income security. 

Over the past 10 years, Federal income 
security spending has grown by nearly 250 
percent to become the largest part of the 
budget. Although there is no generally 
accepted definition or program count, the 
37 officially labeled income security and 
related programs in the 1979 Federal budget 
cost about $215 billion. This was about 
43 percent of the President's $500 billion 
budget, far exceeding the 22 percent for 
defense (not counting military retirement). 
Income security tax expenditures-- 
resulting from provisions of the income 
tax system which allow retention of income 
which otherwise would be taken through 
taxes-- totaled about $30 billion. . 

State and local programs usually supplement 
Federal programs or provide assistance 
to persons not eligible for Federal aid. 
Along with private sector and charitable 
activities, these programs account for bil- 
lions of dollars in additional expenditures. 

J&r-Jjjl”lrgj. Upon removal. the report 
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Today, the system virtually guarantees all 
basic needs (food, clothing, shelter) for . 
some, and some basic needs for all. In- 
dividually the proqrams serve worthwhile, 
necessary goals, and collectively they 
have done a great deal to prevent or elim- 
inate poverty and lessen tax burdens for 
millions of Americans. 

Yet there is widespread unhappiness with the 
system. Critics aqree the programs are too 
profuse, too complex, and seem unmanageable. 
There remain unmet needs, inequities, inef- 
ficiencies, strong work disincentives; and 
questions about the Nation's continuing 
ability to meet income security needs and 
stay within acceptable spending levels. 

NEED FOR COMPREHENSIVE --..-------__ 
NATIONAL INCOME SECURITY POLICY ___. _-----_---_---__---_-__-_------- 

There is no single philosophy of American 
income security but rather an array of 
philosophies and goals reflecting the 
various programs built up over the years. 
The United States now needs to set forth 
a coherent national income security policy 
coverinq the demographic groups compris- 
ing the American population. 

Income security traditions, which essentially 
beqan during America's colonial period, were 
based on a spirit of "rugqed individualism," 
reliance on the family, and a strong work 
ethic. (See p. 5.) Significantly, the Great 
Depression increased awareness that need, de- 
pendency, and income "insecurity" can cone 
about through no fault of the individual and 
through factors beyond the individual's 
control. (See p. 6.) 

Since 1935, the system--particularly in the 
Federal Government-- has expanded substantially, 
but in a fragmented, incremental way. Old 
programs have been liberalized and new and 
specialized programs have been enacted. ( See 
PP. 7 to 9.) 

ii 



DISAGREEMENT ABOUT SYSTEM ---.- -------- 
DEFINITION, GOALS, AND DIRECTION -- ---_____..____ -_--.--------- 

The logical first step toward a national 
income security policy is to define the pro- 
grams and activities that make up the system. 
Today, there is no agreement about what the 
income security system is, what it should 
do, or what it includes. Those who consider 
income security to be welfare only count 
five Federal programs. Those who use a 
broader definition categorize more than 
150 programs as income security. Depending 
on which definition is used, program costs 
range from $30 billion to $266 billion, or 
from 6 to 53 percent of the 1979 Federal 
budget. 

For workinq purposes only, GAO defined income 
security as: 

The whole of government (and non- 
government) programs and policies 
aimed at insurinq that basic con- 
sumption needs are satisfied for 
all not fully able or not expected 
to satisfy such needs for them- 
selves through current employment. 
(See p. 17.) 

Four types of proqrams are included in GAO's 
definition: 

--Public and private insurance (transfer 
payments and related tax expenditures). 

--Public assistance (cash and in-kind 
benefits and related tax expenditures). 

--Public service employment (jobs, train- 
inq, and related tax expenditures). 

--Market intervention 
(See pp. 18 to 23.) 

or regulation. 

"SYSTEMS VIEW" NEEDED - --_--. -.-.-.e-__ 

A "systems view" should be substituted for --- 
the exismg fragmented "program-by-program --- _-____-_ 
focus." 
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Reform efforts cannot be measured for the ex- 
tent of their improvement over existing pro- 
grams. 

The reliability of traditional indices, such 
as the official poverty line, is question- 
able. Living costs cannot be measured State 
by State, much less by municipalities within 
the States. (See pp. 33, 50, 51, and 61.). 

At the program level, information is not 
consistent and is not readily available to 
compare programs. At the operating level, the 
1974 Privacy Act and 1976 Tax Reform Act have 
made exchanges of information difficult and 
sometimes untimely. (See Pp. 51 and 52.) 

NEED TO RECONCILE CONFLICTING 
VIEWS AND SPECIAL INTERESTS 

Because the income security system affects 
virtually all individuals and sectors of the 
U.S. economy, the number of individual, spe- 
cial, and public interests to be considered 
and reconciled on any major reform initiative 
is extensive. Even the most criticized fea- 
tures of the system benefit some people, so 
every proposal for change will encounter some 
opposition. (See pp. 54 to 57.) 

Ways must be found to bring together and more 
effectively reconcile the diverse and conflict- 
ing views about needed changes to the income 
security system. 

SYSTEM NEEDS CENTRAL LEADERSHIP 

The lack of central leadership for income 
security programs underlies the problems 
discussed in this report and has undermined 
congressional and executive branch attempts 
to deal with them. Attempts over the past 
10 years to fill the leadership void-- 
including the creation of various oversight 
commissions-- have been and continue to be 
well intended, but limited. 





At a minimum, the body's qoals and func- 
tions should include the followinq: 

--Toward the qoal of devel-inq a universal sys~-definf~-i~n,'------ 
study ther@j%kand -;--.---;-~-.--- - 

their orlqlns, qoals, and effects and 
analyze theirqrowth patterns, trends, and 
interrelationships. 

--Toward the qoal of developing a national -- --.- - .-- ---- . income"'secjrit-~pollcy, br-lxqtoqether views --- -----r about G??i?iz?iecurlty purposes, trends, 
needs, and constraints; study the results 
of, and coordinate, social experiments; con- 
duct experiments where appropriate; and 
prepare alternative policy propositions. 

--Toward the qoal of institutionalizinq a 
>I---- systems view --P-----if- -or 'g--g -~rog---,~l~s h 
ce n-t-r~a~z~,-. - ---5' -.~. - --- 

continuing policy formulation, 
systems analysis and cross-proqram research 
and review capabilities and provide direct 
assistance to the Conqress and the execu- 
tive branch in carryinq out their planninq, 
appropriation, manaqement, and evaluation 
responsibilities. 

--Toward the soal of simplifsq the *tern, --L--.-- -- 
usi?@,-whenever pxica&ie ,daGavailable 
to and collected by the aqencies, begin 
the process of (1) developing continuinq 
long-term data bases and (2) standardizing 
and otherwise improving program definitions, 
data formats and reporting requirements, 
general statistical indices, and analytical 
models. 

--Toward the qoal of increasinq understandinq __-_ .__. --i- .___- ---..-...-.--- --___-- _---v-e--- 
of malor proposed system chanqes, analyze ------- --..--~-._--- __I ---a..---*- 
such proposals, prepare system impact state- 
ments about them, and develop alternative 
proposals. 

--Toward the qoal of broadeninq perspectives ----- -..--_--_-_i__.-__-______ 
about the system, 

-------5.---* 
study the applicability ---- ---- --- --- 

to our system of lessons learned from older 
foreign income security systems. 
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necessary goals, and collectively they 
have done a great deal to prevent or elim- 
inate poverty and lessen tax burdens for 
millions of Americans. 

Yet there is widespread unhappiness with the 
system. Critics aqree the programs are too 
profuse, too complex, and seem unmanageable. 
There remain unmet needs, inequities, inef- 
ficiencies, strong work disincentives; and 
questions about the Nation's continuing 
ability to meet income security needs and 
stay within acceptable spending levels. 

NEED FOR COMPREHENSIVE -~-__- _.- -I_____ --------_ 
NATIONAL INCOME SECURITY POLICY __-_ _-_--- 

There is no single philosophy of American 
income security but rather an array of 
philosophies and goals reflecting the 
various programs built up over the years. 
The United States now needs to set forth 
a coherent national income security policy 
coverinq the demographic groups compris- 
ing the American population. 

Income security traditions, which essentially 
beqan during America's colonial period, were 
based on a spirit of "rugqed individualism," 
reliance on the family, and a strong work 
ethic. (See p. 5.) Siqnificantly, the Great 
Depression increased awareness that need, de- 
pendency, and income "insecurity" can cone 
about through no fault of the individual and 
through factors beyond the individual"s 
control. (See p. 6.) 

Since 1935, the system--particularly in the 
Federal Government --has expanded substantially, 
but in a fragmented, incremental way. Old 
proqrams have been liberalized and new and 
specialized proqrams have been enacted. ( See 
PP. 7 to 9.) 

ii 

,’ 



Contents ---- __I _ _ -._-- -. -- 

DIGEST 

Page 

i 

CHAPTER 

1 U.S. INCOME SECURITY SYSTEM--PURPOSE, 
HISTORY, CONCERNS ABOUT THE FUTURE 

The system today 
Historical background 
Drive for system reform 
Purpose and scope of study 

2 FUNDAMENTAL DISAGREEMENT ABOUT INCOME 
SECURITY DEFINITION, POLICY, GOALS, 
AND DIRECTION 

What is income security?--a 
wide range of views 

Need for consensus about system 
makeup 

3 CONSEQUENCES OF PROGRAM-BY-PROGRAM 
FOCUS-- MOVE TOWARD SYSTEMS VIEW 

Lack of "systems view"--recurring 
criticisms and problems 

The root causes 

4 NEEDED--NATIONAL INCOME SECURITY BODY FOR 
TOTAL SYSTEM LEADERSHIP AND POLICY 
DIRECTION 

Obstacles to change 
Federal attempts to establish leader- 

ship and address program problems 
A recentralization of income security 

leadership is inevitable 

5 CONCLUSIONS AND RECOMMENDATIONS 
Conclusions 
Recommendation to the Congress 
Recommendation to the President 

APPENDIX 

I U.S. income security programs and related 
tax expenditures (Special Analyses of 
the Budget), fiscal year 1979 

1 
1 
5 
9 

11 

13 

13 

16 

28 

28 
41 

53 
54 

57 

66 

68 
68 
71 
73 

74 



Over the past 10 years, system studies have 
repeatedly documented income security program 
problems. Certain observations recur: 

--The proqrams contribute to common goals, 
often serve the same individuals, and 
interact substantially with one another. 

--There is a failure to view income security 
programs as a coherent whole or system 
within a well-defined policy framework. 

--The fragmented and uncoordinated nature 
of the system complicates policymakinq, 
manaqement, and evaluation. 

--The comprehensive knowledqe and informa- 
tion needed to evaluate the system do not 
exist. 

Despite such findings, each program or set 
of related proqrams continues to be managed 
as a single entity with little deliberate 
planninq of the relationship of the proqrams 
to one another. This situation seems rooted 
in the 

--many forms the benefits take and many ways 
of delivering and financinq them (see p. 42); 

--uncoordinated sprawl of management responsi- 
bilities across a network of Federal, State, 
local, and private jurisdictions (see p. 43); 

--variations among proqram features (eligibility 
requirements, benefit levels, etc.) (see 
Pa 48); and 

--lack of information about the programs and 
their social and economic consequences (see 
P* 50). 

DATA AND MEASUREMENT PROBLEMS 

Because of data and measurement deficiencies, 
there is no way now to determine who is qet- 
ting how much, how often, with what degree 
of accuracy, and by what measure of social 
or economic need. 
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CHAPTER 1 -. --- .--.-- .- 

u.s INCOME SECURITY SYSTFM-- -- ,:- -- -- -.- ----_--.- _-_- --'--4- 

PURPOSE, HISTORY, CONCERNS AROUT THE FUTURE -------.-_.----,-_- ,-.-.- -- _____.__-________,__ ---.-- 

In the United States, most individuals and families 
secure their well-being with income earned through work. 
Those unable to support themselves have traditionally 
depended on families and friends and--to some degree--on the 
government for assistance. 

Over the past 40 years, however, the government has 
taken on a leadership role in providing and insurinq income 
security for all. Americans increasinqly have been made 
aware that need, dependency, and income insecurity can come 
about through no fault of the individual and by factors (old 
age, disability, absence or death of the breadwinner, or job 
layoff) beyond the control of the individual. 

Throughout the 19709, public attention has been focused 
on the need to improve the efficiency and effectiveness of 
income security programs. More recently, public concern has 
mounted over the high costs of public services, as shown by 
the popular support of California's 1978 Proposition 13 and 
continuing support for a constitutional anendnent to limit 
Federal spending. 

THE SYSTEM TODAY .-- --- --- - -- - -.--- - 

Today, the United States finds itself with a broad, 
diverse, and yet highly interrelated set of income security 
programs and tax policies spread across Federal, State, and 
local jurisdictions. Although there is no generally accepted 
definition or count of income security programs (see.ch. 2), 
the programs provide income (cash or in-kind) or assure some 
level of income for those in need or seekipg to become self- 
sufficient, or they protect workers against earnings losses. 
Income security tax policies --referred to as tax expenditures-- 
allow retention of income which otherwise would be taken 
through income taxes. Appendix I lists income security pro- 
grams and tax expenditures which the Office of Management and 
Rudqet (C)MB) included in its special analyses of the Federal 
budget. 

At the Federal level, there are 37 officially labeled 
income security and related proqrams administered by many 
different departments and agencies and presided over by 
different conqressional committees. In fiscal year 1979, 

1 



Looking ahead, the line of least resist- 
ance will be to continue deveoping and 
managing income security programs along 
the same lines as in the past. GAO be- 
lieves that this course is unwise socially 
and economically and should not be continued. 
(See pp. 66 and 67.1 

The best way to provide leadership and to 
bring about needed changes in the system's 
policymaking, management, and evaluation 
is through an independent, national body, 
dedicated to helping the Congress and ex- 
ecutive branch meet their program responsi- 
bilities. This is not to be construed as 
suggesting a single program, a single agency, 
or a single congressional committee to re- 
place all others. 

RECOMMENDATION TO THE CONGRESS 

The Congress should enact legislation to 
establish a national body, such as a National 
Income Security Commission, to provide central 
system leadership. 

In developing such legislation, the Congress 
should determine-- with the assistance of the 
executive branch and other experts and affected 
organizations-- the body's (1) most appropriate 
organizational form, structure, and location, 
(2) authorities and jurisdiction, (3) member- 
ship, staff, and tenure, and (4) specific goals, 
duties, and functions. 

GAO suggests that the Congress in its delibera- 
tions consider constituting the body as an 
independent entity. It should serve-in an over- 
all advisory capacity to the Congress and the 
executive branch, with specific responsibility 
for standardizing program data and reporting 
requirements, conducting and promoting research, 
and similar duties. Its membership should be 
broad, representing government and private 
organizations and groups. 

The body should have a long-term, continuing 
charter, subject to periodic evaluation by 
the Congress. 
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--Toward the goal of correcting immediate 
problems or otherwise hedginq against predic- 
table future problems, recommend, whenever 
appropriate, legislative and regulatory 
changes to the Congress and executive branch. 

--Toward the goal of safequardinq the system's 
financial stability and insuring its cost 
effectiveness, develop and apply cost- 
effectiveness measures to current programs, 
study alternative financing and benefit 
delivery approaches, and recommend, as 
appropriate, alternative programs and 
systems. 

While the legislation is being developed, the 
Congress should establish select Senate and 
House committees or a joint committee to 
begin working toward the goals outlined above. 
These committees would serve as focal points 
for recommendations from the newly legislated 
body 1 to receive its proposals and refer them 
with recommended actions to the appropriate 
legislative committees. (See pp. 71 to 73.) 

RECOMMENDATION TO THE PRESIDENT 

While the recommended legislation is being 
developed, the President should direct the 
Office of Management and Budget and other 
executive agencies to begin working toward 
the goals outlined above. 

If legislation is enacted, the President 
should direct that points of coordination 
be established for the income security body 
at appropriate levels within each affected 
executive agency. (See p. 73.) * 
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There are other Federal programs and activities, which, 
although not classified as such, directly affect individual 
and family income security. Examples of these are leqal and 
social (foster child, aged care) services, job creation and 
traininq activities, and certain labor regulations, such as 
minimum wage laws, which augment recipient incomes, help 
those able to work to find jobs, or quarantee a minimum income 
for workers. 

Typically, State and local programs supplement the Fed- 
eral programs or provide assistance to persons not eligible 
for Federal aid. In fiscal year 1977 State and local public 
assistance payments totaled $15 billion. In addition, State 
and local governments now operate more than 3,000 employee 
pension systems. Sixty percent of the State and local em- 
ployees also participate in the Federal social security 
system. 

There are many private sector income security activities. 
These include corporate and labor union administered health, 
welfare, and pension plans, as well as income protection in- 
surance plans. In addition, there are thousands of charitable 
organizations in the United States that provide assistance to 
those in need. 

HISTORICAL BACKGROUND - .-._ - -_--__ --.---.----- 

American income security programs have evolved over time 
to meet changing economic conditions, social attitudes, and 
the essential income needs of families and individuals. Like 
many other countries, America has followed an incremental 
approach in extending aid, never viewinq all qroups as beinq 
equally in need or equally deserving of aid. As a result, 
there is no single philosophy of American income security, 
but rather an array of philosophies and goals that reflect 
the various programs developed over the years. 

The income security traditions, which essentially beqan 
during America's colonial period, were based on a spirit of 
"rugged individualism," reliance on the family, and a stronq 
work ethic. These traditions affected early attitudes about 
income support for the needy and tended to equate human need 
with personal failure. 

During the colonial period, the family was the first line 
of defense against income insecurity. Following Enqlish Poor 
Law traditions, persons could be made legally responsible for 
the support of their relatives. Needy persons without family 
resources looked to neighbors, friends, private charity, or 
local government for aid. 
















































































































































































































































































































