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FAP FLOPS:

Lessons Learned from the Failure to Pass the Family Assistance Plan in 1970 and 1972

I. Things to Know about FAP

A. The initial 1969-1970 legislation established a cash floor, for a family of four, of $1600, plus about $800 in food stamps to those counties that offered them.

B. A subsequent 1972 version set a cash floor of $2400 and no food stamps.

C. Daniel Patrick Moynihan was the major architect of the Family Assistance Plan. He served Special Council to the President. 

D. The House passed FAP legislation (HR 16311) on April 16, 1969 by a vote of 243 to 155.

E. On Dec. 28, 1970 the Senate adopted a motion to recommit the entire FAP bill (HR 17550; S. Rept. 91-1431) to the Finance Committee with instructions to report back only sections covering Social Security, Medicare, and Medicaid reforms, in effect eliminating the welfare provisions

F. On Dec. 29, 1970, the Senate by a 81-0 roll-call vote passed the revised version of HR 17550 which contained the provisions reported by the Finance Committee.

G. The House passed the subsequent version of FAP (HR 1) in June, 1971.

H. The Senate debated HR 1 in 1971 and again in 1972.

I. On October 17, 1972, the Senate, by a 61-0 roll-call vote, and the House, by a 305-1 roll-call vote passed HR 1, minus the income guarantee for children.

J. The passed legislation contained the provisions of what we know as SSI and in effect removed about one-third to one-half of those on AFDC at that time to the new federally funded and administered program.

II. The AFDC / Poverty Background

A. Between 1960 and 1969 the cost of welfare benefits for families with dependent children nearly tripled

B. Between 1964 and 1969 more than a quarter trillion federal dollars was spent in an attempt to eradicate poverty and inequality.

C. Nixon emphasized both aspects of AFDC and the War on Poverty in his effort to sell FAP.

III. Political and Technical Issues

A. An initial debate within the Nixon Administration revolved around federalizing the AFDC poor, known as the Burns Plan (for Federal Reserve Chairman Arthur F. Burns), vs. all poor families (FSS – Family Security System) including “intact” families, which the Administration adopted and presented to the nation as FAP, the Family Assistance Plan.

1. FAP differed from a negative income tax (NIT), which is based on the principle that every person and/or family above a certain income level pays a positive income tax (i.e., gives money to the government), while every family below that level is paid a negative tax (i.e., gets money from the government).

2. FAP would have made grants available to non-working as well as working poor.

a. This added about 13 million to the then existing welfare rolls, more than doubling it.

b. It broadened the emphasis of the debate from single women with young children to parents with young children.

c. It also meant that many of the recipients would be located in the American South, thereby posing a problem for incumbent white politicians and others who wanted to retain the existing political power structure. The $1.20/hr. minimum would have become a powerful lever for lifting substandard wages of the South’s rural black poor, most of whom had never known wage protection.

d. Many Southern legislators opposed the measure.

3. FAP also differed from a family or children’s allowance, which in principle makes a flat per capita payment to all regardless of income – such a program was deemed too costly.

4. FAP would be means-tested, and lessened the penalty associated with the work requirements imposed under the 1967 Amendments, which established the WIN Program, and exempted mothers with infant children.

B. From the beginning the advantage of FAP over alternative plans was its work incentive, that is, it provided financial incentives to keep working – these incentives amounted to disregards of about $1000 of earned income without any cuts in welfare benefits.

1. Many liberals and radicals pointed out that the incentives were too low and amounted to “slave labor” &/or “forced servitude.”

2. Fiscal conservatives like Arthur Burns noted that the progressive taxation associated with additional income up to $4000 was severe enough to work against a variety of job training programs that the Administration promoted.

3. Finally, no one could figure out a formula whereby a significant percentage of working individuals would be better off working less in order to obtain welfare benefits – the notch effect.

a.
Labor supply problem: A guaranteed income is feasible only if a sufficient number of people continue to work for wages with sufficient effort to generate the production and taxes needed to fund the universal grant.

b.
To the extent too many people are unhappy to live just on the grant (either because they long to be couch potatoes &/or simply because they have such strong preferences for non-income-generating activities over discretionary income), then the whole system will collapse.

c.
The capital flight problem: If the grant level is sufficiently high to increase the bargaining power of labor, if capital bears a significant part of the tax burden for funding   the grant, or if tight labor markets dramatically drive up wages and thus costs of production without commensurate rises in productivity, then a guaranteed income might precipitate significant disinvestments and capital flight.

d.
Some form of politically imposed constraints over capital, especially over the flow of investments, may be a necessary condition.

C. Also from the beginning, to increase FAP’s appeal to the American public, Nixon denied that FAP was a guaranteed income plan, which he opposed on grounds that such a plan would undermine the incentive to work.

D. However, of the 9.6 million persons on AFDC, 4.8 million were children, another 1.5 million were mothers of pre-school children, 2 million aged, 728,000 disabled, and 800 blind – all of whom would have been exempt from the work requirements.

E. There was some debate about whether higher paying AFDC states like New York would actually receive less federal dollars under FAP than they were currently receiving under AFDC. Several analyses revealed that they would receive less AFDC money, but gain in Federal expenditures the adult programs for the aged, blind, and disabled.

IV. The Lessons

A.
To increase the political viability of passing basic income legislation, call it something other than a guaranteed income, especially if there are no strings attached to the income. Separation of the deserving from non-deserving poor remains viable, even if contested.

B.
Race is an important factor whose political impact needs to be taken into account in any scheme that seeks to redistribute resources from more affluent whites to economically disadvantaged groups that a predominantly comprised of other-than-white race/ethnic groups.

C.
Radicals, both left and right, can thwart political consensus and create what we currently commonly call gridlock to the extent they equate compromise with failure to achieve their objectives. Hardened ideologies and the increasing volume of the rhetoric associated with them contributed to the demise of FAP.

D. Alternative measures, like those embedded HR 1 which became SSI, that make the Federal government responsible for those deemed unable to work still have popular appeal.

E. Since states, counties, and cities vary by affluence, a basic income adjusted for that might have greater political viability than one national standard.

F. Gender-based appeals for support may be less politically viable than broader appeals, even if that means appropriating the more popular, even if contemporaneously conservative and nonetheless ambiguous and contested notion of family.

