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PREFACE 

The Institute for Socioeconomic Studies on September 15, 1975 con­
vened its annual Dinner Conference on Welfare Reform. 

The site- New York City- underscored the gravity of the Conference 
theme. Teetering near default, America's biggest city was close to bankruptcy, 
largely because it was no longer able to cope with America's biggest problem 
-welfare. New York City's welfare population has swelled from 400,000 ten 
years earlier to over a million. The City, itself annually doled $One billion to 
welfare recipients and vast additional outlays were needed to support fire, 
police and health services required in areas in which welfare populations 
centered. 

The crisis was in no sense exclusive to New York City. At the same time, 
many of New York State's counties were "in rebellion" over welfare costs and 
a number of states (e.g. Massachusetts, Connecticut, New York, New Jersey) 
found themselves in straitened circumstances. 

The degree to which welfare and related "benefits" can reduce a nation as 
a whole was the subject of the Conference's principal speaker, the Rt. Hon. 
Margaret Thatcher, M.P., Leader of Great Britain's Conservative Party. 

In her first appearance in the United States since she won her party's 
Leadership from former Prime Minister Edward Heath, Mrs. Thatcher ad­
dressed 100 opinion leaders drawn from the highest ranks of United States 
law, government, education, business and labor. Her statement, of equal 
bearing on both sides of the Atlantic, clearly defines how economic incentive 
is indispensable to both prosperity and social stability. 

This monograph is offered in order to share the proceedings of the New 
York Dinner Conference with scholars and concerned citizens throughout the 
United States. 

White Plains, N.Y. 
January, 1976 . 

Leonard M. Grenne 
President 
The Institute for Socioeconomic Studies 



Mrs. Thatcher and Leonard M. Greene, President, 
The Institute for Socioeconomic Studies. 
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INTRODUCTION 

remarks of 
Leonard M. Greene 

It is a pleasure to welcome you to The Institute for Socioeconomic 
Studies' annual Dinner Conference on Welfare Reform. 

This evening our distinguished speaker from England will share with us 
her views on social welfare policies. 

Late last winter a nation beset with steadily worsening economic news 
- notably an annual inflation rate of 25 percent - chose a new Leader for 
the Conservative Party, Margaret Thatcher. 

She suddenly stood as Leader of the Parliamentary Opposition. 

Potentially, she is Great Britain's first woman Prime Minister. 

Mrs. Thatcher first came to the House of Commons in 1959. She has 
served as Joint Parliamentary Secretary to the Ministry of Pensions and Na­
tional Insurance. In the Conservative government of 1970-74, she was 
Minister for Education and Science. Returning to the Opposition, Mrs. That­
cher was Conservative front bench spokeswoman on Environment. Later, 
upon retirement of Lord Barber, she assumed responsibility for Treasury 
matters and Economic Affairs. 

The essence of her career, to date, she says, "has been in education, 
science and the social security- the welfare, spending and caring depart­
ments." 

No three areas could be more important in coping with the crisis con­
fronting the industrialized democracies. The burden of social welfare is prov­
ing unbearable. Indeed, a research paper published this spring by The In­
stitute for Socioeconomic Studies- Social We(f'are Abroad- indicates the 
extent to which the industrialized democracies are struggling with the ever­
increasing weight of their welfare programs. 

Flagging productivity and raging inflation have made Britain's situa­
tion desperate. In a nation in which the average per capita income only 
amounts to $3,000 a year, Britain's welfare and health benefits total a stag­
gering $2,320 for each member ofthe work force. 

Similar burdens are weighing down America- most notably New York 
City. Obviously any change needed to provide longer term investor confidence 
will require reform of the welfare "blank check". 
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Protection against destitution is a fair share of our society. However, 
our welfare system has created a burgeoning dependent class. 

In a free society such as ours, people respond to the incentives 
presented to them. If economic benefits are contingent on retiring, people will 
retire. If they depend on family break-up, families will break up. If they de­
pend on migration, people will migrate. If unemployment and non­
productivity are rewarded, our society will find itself more and more bur­
dened with these problems. 

The incentives in our welfare programs are askew and the fiscal reper­
cussions have become intolerable. The welfare crisis in our cities cannot be 
solved on a local level and will mushroom out of the local levels. It is a 
national problem and must become a Federal responsibility. 

Members of our Dinner Committee for this evening have been leaders 
in developing new approaches for meeting this need - and many others here 
have made significant proposals. Consequently, I am sure that, following 
Mrs. Thatcher's address, the question period will be lively. 

There can be no doubt that Mrs. Thatcher's appreciation of the need 
for restoring incentive and encouraging the work ethic is clear. "My sister and 
I," she says, "were brought up in the atmosphere that you work hard to get 
on." One slogan of hers is often q_uoted: "Reward the workers, not the 
shirkers." And yet these views are balanced with another early-learned princi­
ple: "Caring for others ran very, very strongly ... If you knew if someone else 
was in difficulty, you quickly helped." 

On quite a different note, Mrs. Thatcher is quoted as saying that once 
one comes to grips with the real political and economic problems, "It doesn't 
matter whether you are a man or a woman." 

But a stronger expression of feminism is also heard from her: "In 
politics", she has stated, "if you want anything said, ask a man. If you want 
anything done, ask a woman." 

Nevertheless, tonight we ask Mrs. Thatcher to have her say. 

Ladies and Gentlemen: I am pleased to introduce the Leader of Her 
Majesty's Opposition, the Rt. Hon. Margaret Thatcher. 
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LET THE CHILDREN GROW TALL 

an address by 
The Rt. Hon. Margaret Thatcher, M.P. 

Mr. President, Ladies and Gentlemen: 

I must first thank you, Mr. President, for that very charming introduc­
tion. It has made me a little bit nervous. I feel I always ought to be giving a 
demonstration, rather than giving a talk. 

I will do my best. I know you had Lord Barber here last year and he 
gave you a talk all about the Tax Credit Scheme. This year, I am going to talk 
rather more about the economic and social sphere, without which one can get 
absolutely nowhere. 

I do notice that Americans appear to be curiously interested in what 
is happening in Britain today. What you are writing and saying about us 
we consume avidly, together with the regular flow of self-criticism which is a 
long-established part of our staple diet. 

In the spring, Eric Sevareid caused quite a stir when he waved us his 
fond farewell on television and he has now become a national name in Bri­
tain. (Indeed, he might have been instrumental in inducing the Prime 
Minister to occupy our television screens for the best part of an hour. And I 
could have done with not more than half an hour, as I think some other peo­
ple could have done, too.) 

Only a week or two ago Vermont Royster wrote that: "Britain today of­
fers a textbook case on how to ruin a country ... " 

I do take some consolation that there is only one vowel sound difference 
between "ruin" and "run" a country. That small vowel sound is "I". 

However, the rather morbid and fatalistic tone of much of what is writ­
ten about Britain by commentators on both sides of the Atlantic is misplaced. 
So, I am very grateful to The Institute for Socioeconomic Studies for giving 
me such a splendid opportunity to try to put one or two things straight. 

I think most outside observers have not noticed that amidst our well­
published difficulties a new debate is beginning- or perhaps I should say an 
old debate is being renewed - about the proper role of Government, the 
Welfare State and the attitudes on which it rests. 
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May I stress that the attitudes are ex­
tremely important. Of course, many of the is­
sues at stake have been debated on countless 
occasions in the last century or two and some 
are as old as philosophy itself. But, the Wel­
fare State in Britain is now at least 30 years 
old. So after a long period in which it was un­
questionably accepted by the whole society, 
we can now do more than discuss its strength 
and weaknesses in the hackneyed, abstract 
language of moral and political principles. 
We can depart from theory and actually look 
at the evidence and see how it has worked and 
what effect it has had on the economy. We 
ought now to assess it before we decide what 
to go on and do next. 

The debate is centered on what I shall 

Dinner Committee member, 
Bethuel M. Webster, Senior 
Partner, Webster, Sheffield, 

term, for want of a better phrase, the Fleischmann, Hitchcock and 
"progressive consensus". Brookfield. 

Things that are called progressive are not always progressive in prac­
tice. But, of course, some of them are - and the progressive consensus is the 
doctrine that the State should be active on many fronts in promoting equality 
in the provision of social welfare and in the redistribution of wealth and in­
come. That philosophy is well-expressed in a quotation well-known in my 
country about social justice- and again I pause for a moment to point out 
that, if ever you see a word with "social" in front of it, I think you ought to 
analyze it fairly carefully and see precisely what it means. One ofthe reasons I 
think we have got some things a little bit not-quite-straight is that we have not 
always been precise with our use of language. If you are going to think 
straight you must talk straight and be very precise with the way you use 
words. 

There is a quotation on social justice. It is: "Because market forces tend 
toward growing inequality in incomes and property, massive redistribu­
tion is necessary if political freedom and other civilized values are to be 
preserved. 

"So it should be the aim of the democratic state to re-s hare these 
rewards- to socialize the national income if you like to call it that. There can 
be no doubt that by far the most effective method has proved to be the in­
strument of public finance, and in particular progressive direct taxation and 
centrally financed public services." 

Now, that is the end of the quotation on social justice. It so happens 
that it was written in 1962 by a former Labour Cabinet Minister. 
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However, I am not particularly interested in party politics tonight. For 
such views are held in varying degrees in all our political parties, in schools 
and universities and amongst social commentators generally. It is interesting 
that they are now being questioned right across the same broad spectrum. 

It is not that our people are suddenly reverting to the ideals of 
total laissez faire, or rejecting the social advances of recent decades. It is 
rather that they are reviving a sober and constructive interest in the noble 
ideals of personal responsibility, because in some respects the concepts of 
social responsibility have turned sour in the practice and we are making an 
attempt to identify and eliminate errors and fallacies to consolidate and 
retrench before advancing further. 

It is in that constructive spirit, and as a former Secretary of State for 
Education and Science myself, that I am speaking to you tonight. I shall try 
and concentrate on three broad issues, particularly in view of that quotation 
which I read to you a short time ago which has some very strange phrases in 
it. The three issues are: One, what are the facts about the distribution of 
wealth and incomes? Two, to what extent is greater equality desired in Britain 
today? Three, has the economy been strengthened by the promotion of more 
equality and the extension ofthe welfare state? 

Now, what I have to say involves quite a number of statistics because 
with a measure of scientific training and a period spent at the Revenue Bar 
and dealing with Treasury matters, one has tried to adduce a mass of 
evidence. But, I will try and put the statistics in as human a way as I can. So, 
let me start with the facts. All of you in either science or law and the wiser 
ones in politics say one first must find the facts. 

Most people say that the distribution of the incomes and wealth in 
Britain is highly inequitable, that it has changed little, despite the steps 
taken by government to even it out. From there, it is only a short step to 
two complementary arguments: either that redistribution would greatly swell 
the incomes of the average man or that the wealth of the rich is sufficient to 
finance the substantial extension of the role of the state. 

I think both are conducive, but neither of them are attitudes which I 
think we would particularly wish to encourage in the modern state. 

Fortunately, a major study has just been published by the newly created 
Standing Royal Commission on the Distribution of Income and Wealth. It 
gives the first proper statistical picture ofthe changes that have taken place in 
Britain between the last war and the year 1972-73, the latest year for which 
figures are available. 

May I quickly tell the findings because these are the facts on the 
distributions of income and wealth. Let us start with income, and, of course, 
the relevant income is income-after-taxes. We find that in 1972 

5 



income-after-taxes in Britain was divided roughly as follows- at the upper 
end of the scale, the top one percent of income earners got four percent of in­
come, four times the average. If you take the top ten percent, they had twice 
the average and if you take the bottom ten percent, a bit under half the 
average. 

Now, if you look at it from half the average income at the bottom to four 
times the average income at the top, it is not really a very wide range of in­
come. It is not dramatic by any set of rules. Indeed, research has shown that 
the distribution of income in Britain is surprisingly similar to that in Poland, 
which is a rather shattering conclusion to reach! 

That is where we were in 1972. So let us have a look at the changes. 
Over the previous 40 or so years, you find that, taking account of taxes, the 
share of taxable wealth of the top one percent of earners, which used to be 12 
percent, is now four percent. So it has come down over 40 years from about 12 
percent to about four percent. And, the share of the taxable income of the 
poor has not increased to so great an extent. But, nonetheless, they are 
markedly better off in relative as well as in absolute terms than they were 
before the war. By 1972, the tax-free benefits in cash and kind added about 
half to the pre-tax income of a typical household in the bottom ten percent. 
For poor families with many dependents, the gain could be nearer 100 per­
cent. Today the figures would probably be higher still. 

Now, those are the income figures. They show quite considerable 
changes over 40 years. But at the moment in Great Britain the range of in­
come is not unduly wide. 

Let us turn quickly to have a look at wealth. Of course, capital assets 
have been more unevenly spread than income in Britain, as in most other 
countries. For this reason they have been the chief target of egalitarian critics. 
In Britain, it is almost an undisputed truth that ten percent of the population 
owns 80 or 90 percent of all assets. 

But, in fact, that is not so. The Royal Commission has now set up the 
figures. You find that ten percent of the population over 18 own less than half 
of personal wealth, when state pension rights are counted as an asset, as they 
should be. 

As you will appreciate, even these figures are rather misleading, since 
wealth is normally unevenly distributed between husbands and wives, old and 
young. If these distorting factors could be properly allowed for, the picture 
might well look still less extreme. 

As with income, there have been big changes over the years. On a nar­
row definition of wealth which excludes pension rights, the top one percent of 
the population owned: personal wealth of69 percent in 1911; personal wealth 
of 50 percent in 1938; personal wealth of 38 percent in 1960; and personal 
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Dinner Committee 
member, Senator Jacob 
K. Javits, chats with Mrs. 
Thatcher .. 

wealth of28 percent in 1972 (or 161/2 percent if pension rights are included in 
wealth holdings). 

So the facts about economic inequality (as opposed to the myths) are 
these: the rich are getting poorer and the poor are getting richer. This is due 
both to market forces and the actions of Government through the tax system. 
And it is no longer the case that taking further money from the rich will make 
a significant difference to the wealth of the bulk of the population. Nor will 
taxing them more heavily pay for much more Government spending. 

Finally one notes that it would do little to diffuse economic power more 
widely. It is already largely in the hands of Government and labor unions. 

So much for the facts of economic inequality in Britain. Now, let me 
look at the second question: To what extent is more equality desired in Great 
Britain today? 

These statistical myths lead directly to the claim that there is a wide­
spread sense of resentment and injustice over the current degree of inequality 
in our society and great enthusiasm for its elimination. This political judge­
ment is closely linked in many commentators' eyes with the quite separate 
proposition that class divisions -in Britain are severe and reinforced by 
economic inequality. 
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My own experience in politics has always made me doubt that argu­
ment. Now, fortunately, more work has been done. We have had a massive 
survey of political and economic groups reported in July, 1975. 

This is what it showed: " ... little spontaneous demand for the 
redistribution of earnings across broad occupational categories and (the sug­
gestion) that any such redistribution would in itself provide no solution to any 
problems of pressure-on-pay. Neither is it necessary to allay any general feel­
ings of injustice in society .... It may be little consolation to the Government 
in present circumstances that the chief requirement for maintaining general 
satisfaction with incomes and earnings is steady economic growth ... rather 
than massive redistribution .... This point is a crucial one to be met by those 
who suggest that any problem we have is one of distribution rather than of 
resources of growth.'' 

Despite the evidence of what ordinary people actually want, there re­
mains in Britain a powerful and vocal lobby pressing for greater equality 
-in some cases even, it would seem, for total equality. One tries to analyze 
what it is that impels them to do so? 

Of course, one important pressure is undoubtedly the ordinary desire to 
help our fellow man. But often the reasons boil down to an undistinguished 
combination of envy and what might be termed "Bourgeois Guilt." 

Envy is clearly at work in the case of the egalitarian who resents the gap 
between himself and those who are better off, while conveniently forgetting 
his own obligations to those poorer than himself. 

Bourgeois Guilt is that well-known sense of guilt and self-criticism 
that affects people, not only the very rich, when looking the other way, at the 
position of those poorer than themselves. It is not for me as an individual to 
criticize or ridicule their doubts and worries. But, as a politician, I must 
criticize the attempts of such people to impose on others a program of im­
poverishment through the medium of the State. That brings happiness to no 
one except to those who impose it. 

In a free society, they can give away as much as they want to, to whom 
· they want to. If they believe in pooling their possessions with others in a com­
mune, they are welcome to do so. 

The point of this section is that it has been shown that there is a far less 
general desire for equality, as opposed to equity, in Britain today, than is 
often claimed. 

The facts about equality are that people don't appear to want further 
distribution. They are more interested in growth and new resources of wealth. 

Now, I can turn to the third section- a vital one- called, "Is Socializ­
ing National Income Good for the Economy?" 
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Dinner Committee 
member Martha W. Grif­
fiths and Conferee 
Charles H. Smith, Jr., 
Chairman of the Board, 
Chamber of Commerce 
of the United States. 

The promotion of 
greater equality goes 
hand-in-hand with the 
extension of the Welfare 
State and state control 
over people's lives. 

Universal and usually free social services necessarily transfer benefits-in-kind 
and cash from the richer to the poorer members ofthe community. 

Taken together, they define rather well the process of "socializing the 
national income" which occurs in my first quotation. How far has it 
strengthened our economy? 

The public sector has been a large part of the British economy since the 
early post-war years. Despite the statistical fog which surrounds all interna­
tional comparisons, it is clear that the Government's share in GNP has been 
consistently one ofthe highest of the OECD countries. And for at least twenty 
years it has risen faster in the UK than elsewhere. Today the State controls in 
various ways well over half of our national income. 

In fact, this year about 56 percent of the gross national product is con­
trolled and spent by the State. 

Now, of course, the tax-bill has risen sharply, particularly for the pri­
vate citizen. In the later 'SO's and '60's, the increase in tax and social security 
payments in effect knocked about one percent off the gross of private spend­
ing each year. The massive transfer of resources from the private to the public 
sector - and correspondingly to that an enormous increase in taxation - is 
what has been probably one of the major sources of inflation. 

Let me take a typical wage earner, a man and wife with two children 
with industrial earnings. Typically, you find that since 1963 - not very long 
ago- the State has increased its take from the average salary from a negligi­
ble five percent to about 25 percent today. 

But, of course, you can imagine what has happened. The wage earner 
has said, "I want to keep my net tax income intact." This sentiment has been 
quite a strong factor in his demanding more wages and salaries, as replace­
ment for what has been taken away in taxation. 

So they press their employers for ever-higher wage increases and this 
has led to a relentless acceleration of cost and price increases, from two per­
cent per annum in the mid-1930's to 25 percent today. 
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And so, of course, they have also pressed not only for increased pay, but 
for increased growth, sometimes financed by inflationary policies. 

Of course, it is one thing to have increased government expenditures 
when you have genuine increased growth. It is quite another thing to go on in­
creasing government spending when you have no growth. 

There are many who regard this desire for private spending as irra­
tional, selfish and unworthy. After all, they say, the taxes have financed a 
substantial growth in the provision of public goods. Any economist will tell 
one that this is a part of increasing living standards. Unfortunately, any ex­
perienced politician or detached observer can also now see that in practice 
people attach peculiar importance to using their own money to buy what they 
want when they want. Moreover, they cannot relate the tax-man's apparently 
arbitrary and growing take to the services it finances. These services they 
regard as one's absolute right, a kind of manna from heaven. 

We will come to the end of that time. They are not manna from heaven. 

I know you will find that this has a familiar sound to some of the prob­
lems that you have to deal with now. So, that is how the average person has 
reacted to what is called "Socializing the National Income." 

He expects the benefits to come from somewhere, but he is not prepared 
to pay increased taxes (and remember I said in Britain the Government con­
trols 56 percent of the expenditure of the gross national product). 

One consequence is a very heavy taxation on companies. In turn, com­
pany profits have steadily been reduced. And they have had to pay increased 
corporation taxes. 

The inexorable acceleration of wages, partly in response to overtaxa­
tion, has naturally resulted in a wage-price spiral- a spiral with a twist in it. 
For various reasons, business cannot raise prices far enough or quickly 
enough to preserve its profits when wage increases are large and accelerating. 
So, profits have fallen for many years on any measure- before tax, after tax, 
as share in national income or as a rate of return on capital. Since retained 
profits are the principal source of funds for investment and profit levels, the 
main incentive, capital expenditure in private industry, has faltered more and 
more. The upswings have got shorter and the downswings deeper and longer 
with succeeding cycles of activity. Manufacturing investment next year 
-1976 - is likely to be little higher in real terms than it was ten years before. 
It appears, as a natural consequence, that our underlying rate of economic 
growth has stopped improving after thirty years of modest but perceptible ac­
celeration. 

The situation has not been made any easier recently by the curious 
belief that profits are rather evil and of little economic significance. Both the 
present and previous Governments have therefore had little choice but to pur-
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A. Gibson, Mayor of 
Newark, and Denis 
Thatcher, Director 
of Financial Plan­
ning, Burmah Oil, 
Ltd. 

sue price and profit controls as part oftheir counter-inflationary policies. The 
levels of profit emerging from these controls were selected with insufficient 
regard for their effects on capital spending, employment or growth and they 
have bitten hard. Our economy has thus been pushed into a loss of profit and 
therefore an investm-ent recession at a time when the world economy was in 
serious downturn. 

Now the damage has been done, the situation can only be put to rights 
if considerable price rises can be made and accepted by labor without any 
response in the form of wage increases. It is a pretty challenging "IF". 

Two decades of declining profits naturally mean that the saver who in­
vests in equity shares has had a raw deal. The real rate of return has recently 
been negative even before tax, let alone when changes in the capital value of 
investments are allowed for. However, Government has made the position 
worse by taking powers to restrain dividends still further - in the name of 
fairness and equity, one should note! The case for doing so was simple. Unless 
profit distribution is restrained, how, it was asked, could one expect unions 
and workers to acquiesce in a program of wage restraint? 

It is bad enough that this seductive little trade-off is based on a very un­
just bargain. Savers and retired people have already suffered severely from 
the costs of accelerating inflation which they have done nothing to cause. 
Why should they make yet further sacrifices to induce those who have already 
gained so much at their expense to desist for a while? 

What is at stake is more than a painful injustice. Negative real profits 
and dividend control must, if sustained for any period, have a corrosive effect 
on the life insurance and pensions institutions. They are put in a position in 
which it becomes more and more difficult to plan and guarantee the flow of 
future income which they have promised their beneficiaries. Private 
employers for their part find themselves faced with the sudden need to make 
enormous payments into their pension funds even to maintain their existing 
pension obligations in money terms. 
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Conferee Henry 
Ford, II, Chairman, 
Ford Motor Co. 

I am not suggesting for a moment that these great in­
stitutions are dying or dead. But they have a nasty fight on 
their hands. 

Some of the problems I have talked about combine 
together to create further subtle distortions of the market­
place which are not immediately evident. 

The first is an unbalanced competition for savings. The 
process works like this. The Government increases its spend­
ing to fulfill its commitments to extend its activities. The wage 
earner begins to revolt against the consequent rising tax 
burden. His resentment leads to higher wages, and lower 
profits, lower corporate taxes, and ultimately slower growth. 
It also deters the Government from raising taxes in line with 
spending. So the Government has a growing deficit and then 
has to borrow growing sums of money, assuming, of course, 
that it does not resort to the printing press. 

In doing so, it competes with the private company and the home-buyer 
in the savings market. The private company finds it increasingly impossible to 
bid for funds, since its profits are depressed. The housebuyer may still be able 
to do so, but even then he is probably subsidized by the savers who lend him 
the money. At the end of the day, a public spending bill which exceeds the 
taxable capacity of the economy sucks away money which should be spent on 
investment in industry or private housing. 

The second distortion is an unbalanced competition for labor. As 
wealth increases, spending patterns switch from industrial products toward 
services in all economies. This will affect the pattern of employment and com­
petition for labor between the private and Government sectors. 

Public sector employment in Britain has steadily grown at a substantial 
rate for more than a decade - about one percent per annum - while the 
overall working population has contracted. The net effect has been to reduce 
the pool of labor available to private employers. So when the economy 
entered its last major upswing, in 1972-73, labor shortages were en­
countered unexpectedly soon. Although the leap in production was as large 
and sudden as any we have experienced, employment in industry scarcely in­
creased at all. Many of the missing workers had in effect been absorbed by 
Government during the previous period of slack business activity. 

The importance of this cannot be understated, particularly for a 
trading economy like ours. The private sector creates the goods and services 
we need both to export to pay for our imports and the revenue to finance 
public services. So one must not over-load it. Every man switched away from 
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industry and into Government will reduce the productive sector and increase 
the burden on it at the same time. 

One other effect that I would like to refer to in Great Britain about the 
incentive effect of taxation is that it has been particularly damaging on mid­
dle and upper management. The level of taxation has been such that it has 
not been possible for us to pay our management as much as they could get in 
other countries in net taxed income. For example, a British employer wanting 
to promote his manager in terms of post-tax salary from£8,000 per annum to 
a top job and £12,000 per annum would have to give him an extra £ 15,000 
per annum! This sort of increase is more than most firms can think of at the 
best of times. Thus, rewarding skill or hard work has become almost pro­
hibitive. The whole country therefore loses much of the benefit of competition 
in the labor market. 

If you look across to the continent, you will find that other countries 
may be able to pay their managers less, but they nonetheless provide a much 
higher net taxed income. The result has been, if British companies put top 
management in Europe or elsewhere on French salaries or' French levels, they 
cannot get them back. We cannot pay a big enough gross salary. Accordingly, 
losses of highly trained manpower through emigration are becoming more 
serious despite the depressed state of the world economy. 

These have been the economic effects of pursuing far too much equali­
ty. I think we have very much come to the end of the road. In fact, we find 
that the persistent expansion of the role of the State and the relentless pursuit 
of equality has caused and are causing damage to our economy in a variety of 
ways. 

It is not the sole cause of what some have termed the " British 
Sickness" , but it is a major one. 

Conclusions 

What lessons have we learned from the past 30 years? 

First, the pursuit of equality is a mirage. What is more desirable and 
more practicable than the pursuit of equality is the pursuit of equality of op­
portunity. And opportunity means nothing unless it includes the right to be 
unequal. And the freedom to be different. 

One of the reasons why we value individuals is not because they are all 
the same, but because they are all different. I believe you have a saying in the 
Middle West," Don't cut down the tall poppies -let them rather grow taller." 

I would say: Let the Children Grow Tall- and some grow taller than 
others, ifthey have it in them to do so. We must build a society in which each 
citizen can develop his full potential both for his own benefit and for the com­
munity as a whole; in which originality, skill, energy and thrift are rewarded; 
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I. to r. Hicks G. Griffiths, Partner, Griffiths & Griffiths, Dinner Committee member 
George Champion, Chairman, Economic Development Council 

of New York State and James G. Hellmuth, Vice President, 
Bankers Trust Company. 

in which we encourage rather than restrict the variety and richness of human 
nature. 

Holding these views as strongly as I do, you can imagine that I was par­
ticularly interested to read this description of some of the problems in 
Czechoslovakia: "The pursuit of equality has developed in an unprecedented 
manner, and this fact has become one of the most important obstacles to in­
tensive economic development and higher living standards. The negative 
aspects of equality are that lazy people, passive individuals and irresponsible 
employees profit at the expense of dedicated and diligent employees, un­
skilled workers profit at the expense of skilled ones and those who are 
backward from the point of view of technology profit at the expense of those 
with initiative and talent." 

That was not written by a quiet capitalist. It is a quotation from the ac­
tion program of the Czechoslovakian Communist Party adopted in the 
Dubcek days of 1968. Unfortunately, Dubcek went, but the lesson they 
learned is that the unbalanced pursuit of equality leads to an insufficiency of 
resources. 

Nothing that I am saying tonight should in any way be seen as a 
diminution of our recognized responsibilities to those people who, through 
physical, mental or social handicaps, suffer disadvantages. Rather, it is a con­
sciousness that unless we have incentive and opportunity, we shall not have 
the resources to do as much as we want to do. Having been a Secretary of 
State for Education, I am the first to qnderstand that. 

Second. we must strike a proper balance between the growing demands 
and powers of the State and the vital role of private enterprise. For private 
enterprise is by far the best method of harnessing the energy and ambition of 
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the individual to increasing the wealth of the nation; for pioneering new 
products and technologies; for holding down prices to the mechanism of com­
petition; and, above all, for widening the range of choice of goods and ser­
vices and jobs. 

Government must therefore limit its activities where their scope and 
scale harms profits, investment, innovation and future growth. It must 
temper what may be socially desirable with what is economically reasonable. 

Third. we must measure the consequences of the economic and political 
demands of some of our people. We must have regard to the effect of those 
demands on our political and social framework. We must devote ourselves to 
a greater understanding and more realistic pursuit of true justice and liberty 
and the maintenance of the free institutions on which these values depend. 

In the coming months we shall all be thinking particularly of the 
achievements of the United States in the two hundred years of its existence 
and of the lessons your country can still teach the rest of the world. May I con­
clude with the modest hope that you will also spare a few moments to learn 
from our recent experience. It shows, in my view, how essential it is to escape 
from the facile arguments which both our countries have experienced- and 
to reaffirm, before it is too late, those true values which both our countries 
traditionally have shared. 

Those values have never been more important than they are today. 
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QUESTIONS AND ANSWERS 

Mrs. Thatcher: Now, Mr. President, may I take your questions? 

Mr. Greene: Mr. Wells? 

Mr. Wells:* Mrs. Thatcher, I must say that I found myself completely 
at one with your philosophy. 

But one thing that I did not hear in your address was discussion of the 
world economy. 

What do you think of multi-national corporations? Where does 
England fit in with the rest of the world? 

I have been saying to my friends that we in the United States are going 
down the social road some 20 years behind England. I think this is what we 
have to face. But I think you have gone so far! - and I spent three years at 
Oxford and I love England. My first wife was English and I have a number of 
English clients. But, I just do not see where you are going! 

All that you said, Mrs. Thatcher, was brilliantly said, but it was an in­
ternal statement about England's problems. Internal - but England is now 
faced, having lost the empire, with the need of coming back, with a small 
island and a population of 55 million. 

Where are you going as a nation and where are you going with respect 
to the multi-national corporations, the Common Market and the rest of the 
world? 

Mrs. Thatcher: Mr. Wells, if I only have given you the impression that 
I have given an account of internal things, I have not got the message across 
-because the message is twofold and it applies to all democratic countries. 

First, although in the early stages you probably pursue equality to 
reduce inequality, you have got to balance equality with equality of op­
portunity. 

The two are entirely different. Equality is one thing; equality of op­
portunity is another. 

The second thing you have got to balance is the demand of the public 
sector with the kind of incentive you have to give the private sector. Those are 
universal. 

What has happened in Britain is that we have not balanced the latter. 
We have far too much in the public sector and far too little left in the private 

*John A. Wells, Esquire, Senior Partner, Rogers and Wells. 
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W. Averell Harriman. 

sector. You have not sufficient incentive in the growth sector - the private 
sector. 

We have not given enough attention to equality of opportunity and have 
given too much attention to redistribution of incomes. 

Now, those are universal lessons. I have tried to outline the way in which 
I think we should go to get our economy right. We must not be spending 
money we have not got. (I understand that even in parts of this great country, 
you might have erred in that direction, too.) 

As far as we are concerned, we certainly have to get our economy back 
on to a good course, a course where we concentrate on the creation of wealth. 

Where are we going in the rest of the world? We have been a part of 
Europe for ages. We are now more economically tied-in than we have been 
before. We are still a part of the Common Market and have brought our 
needs to the attention of Europe- as well as to what we call the Lomay Con­
ference, which was a conference of undeveloped nations and which preceded 
the new international economic order being debated in the United Nations at 
the present time and which was similarly debated in the Commonwealth con­
ference. Unless we have the widespread Commonwealth cooperation, we 
would not have gotten as far along as we got in having the developed nations 
help the undeveloped nations. The debate is going on at the U.N. as we speak 
here now, and I hope they will complete the job tonight. 

We have problems, but we have the spirit to get out of them. And in the 
meantime we have been doing quite a good share in international areas and 
we are going along the right road. 

There is also going on a kind of redistribution of wealth between the 
developed and developing nations. You must recognize that and we must see 
that it goes at a rate that will satisfy their demands and in fact be acceptable 
to our own people. All international negotiations are a matter of acceptable 
compromise and we are not doing too badly. 

Mr. Wells: I am for you! I hope you will be the next Prime Minister. 
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Mr. Champion:* This has been a perfectly exciting evening and your 
statements of the problems and the policies have been perfectly wonderful. 

One thing you overlooked and with which we have a great problem in 
the United States is the fact that we have these little pressure groups who have 
changed our whole government. 

They have asked for more than they were entitled to and have been able 
to receive it. A great majority of Americans have not been organized and, as I 
listen to you this evening, I hear no evidence that the British people are 
"organized"- and I am sure the great percentage want to have the kind of a 
world that you are talking of. 

How can the majority overrule the pressure groups who put their own 
special interests ahead of anything else? 

Mrs. Thatcher: I think you have touched upon a very vital point. We 
politicians have a responsibility. Over and above the pressure groups, the 
politicians have for years been encouraging the view that you can, in fact, go 
on having rising income and rising expenditures and rising expectations. 

But there are the other politicians who regularly have said you cannot 
and must not live beyond your means! If you do, that will lead to an unstable 
society. I went back very carefully over all the economic speeches of the post­
war years, and I found that there have, in fact, been politicians saying the 
right things. You can't live beyond your means! 

Tragically, we are a nation that did live beyond our means. What hap­
pened? For 35 years we have been going on, expanding our expenditures. All 
of a sudden, we are quite surprised when reality arrives. 

We are now up against reality. And that is always the best time for 
politicians to get some of their views across. It is also a situation that neither 
the politicians nor the people can ignore. It is a time to take active steps to put 
things right. I think the reality has arrived for us. (I think that in certain cities 
of the United States reality might have arrived here, too.) 

There was a school of economics which said that a little inflation is a 
good thing. But "a little" got a little bigger - and then got a lot bigger 
- and then got out of hand. 

We have a responsibility to return to our sound financial rules and see 
that they are practiced. We must insist on economic growth before any rise in 
public expenditures. In the end, this approach will give us a higher standard 
of living and give a much better standard of general welfare. 

We had a question over here. 

• George Champion, Chairman, Economic Development Council of New York State. 
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Colloquy between Mrs. Thatcher and Dinner Committee member 
Mitchell I. Ginsberg, Dean, Columbia University School of Social Work. 

Dean Ginsberg: * I do have two questions I would like to raise and I 
will go through both of them. 

You, in outlining the facts about income distribution in Britain over the 
last 40 years, seemed to indicate that there have been some desirable elements 
and more fairness for the lower income people than formerly. Have not the 
changes taken place within the welfare state? Has that "fairness" been one of 
the fruits ofthat particular program? 

Secondly, you spoke of the significant increases in the taxes of the or­
dinary citizen from five to 25 percent. Has not a good deal of that money gone 
for the cost of medical care and pensions for the aged? 

What alternative would you suggest and what would you offer? 

Mrs. Thatcher: What I am saying is that we have gone far enough and 
I think that in the last few years public spending has gone ahead of our 
capacity to finance that public spending. 

Now, I did, in fact, point out that some of the public expenditure went 
to finance the services, but, even so, people are rebelling at paying a greater 
proportion of their own income to finance more of those services. 

Average earnings in Britain are between£50 and£60 a week. There you 
have the chap who had the tax on his earnings increased from five percent in 
1963 to 25 percent in 1973. The rate is even higher now; taxation has in­
creased even further! What I am saying to you is welfare expenditure is a fac­
tor which has led to 25 percent inflation. 

*Professor Mitchell!. Ginsberg,Dean, Columbia University School of Social Work. 
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Inflation is leading to unemployment. It is leading, in the end, to not 
merely no growth, but reduced production. In Britain our production is now 
less than it was in the three-day week period, when we had that bad period 
with the miners' strike. 

You cannot go on that way. Look at our experiences of 30 years and in 
time balance your pursuit of equality, if that is a pursuit, with equality of op­
portunity. Balance your socially desirable demands for more public expen­
diture with its effect on the wealth-producing private sector. If you do not, 
you will be taking your people to very serious economic problems which can 
become too great to surmount. 

We have a problem now. There is still a demand for increased spend­
ing. If that keeps up, you will not have enough for welfare, your standard-of­
living will fall and you will have all the seeds of inflation. People whose taxes 
are increased will say, we don't want the taxation increased, we would rather 
be able to have more of our own money. They don't regard what is called in 
Britain the social wage - that is, your medical and welfare services - as a 
substitution for having a bit more in their pocket. They don't accept that we 
have a very good education system, one of the best in the world. 

But, you see, in the last two years, despite the lack of economic growth, 
public expenditure has increased by over SO percent! No growth in the 
economy, public expenditure up by SO percent - up, in fact, by £400 for 
every man, woman and child in the country! It is not surprising that people 
are rebelling, not surprising that we have had to borrow a lot - which one 
day we will have to repay. 

Balance your pursuit of redistribution always with your opportunity. 

Mr. Greene: Mrs. Thatcher, I am deeply grateful for your splendid ad­
dress. 

Ladies and Gentlemen: Thank you for your participation. The In­
stitute for Socioeconomic Studies looks forward to further exchanges of ideas 
with all of you. Until then, good night. 
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THE RT. HON. MARGARET THATCHER, M.P. 

The Rt. Hon. Margaret Thatcher, M.P. is Parliamentary Leader of 
Great Britain's Conservative Party. As such, she is potentially the first woman 
to be Prime Minister in her country's history. 

Mrs. Thatcher came to the House of Commons in 1959, in her third bid 
for election. Born Margaret Roberts, daughter of a grocer, she went through 
every level of her education as a scholarship student. At Oxford University 
during World War II, she was a student at Somerville College, and took a Se­
cond in chemistry. She studied the law in night courses, while working in in­
dustry as a chemist. 

Married in 1951 to Denis Thatcher, now a Director of Financial Plan­
ning of Burmah Oil, Ltd., Mrs. Thatcher is the mother of twins, Mark and 
Carol. 

Most Americans are astounded by Mrs. Thatcher's daily work 
schedule. At the office of the Opposition Leader shortly after nine, she holds 
meetings until late afternoon, when Parliament sits. Leadership respon­
sibilities occupy her well into the evening, when she returns to the Thatcher 
home for personal research and to draft statements - work that frequently 
lasts well into the early morning. 

Even so, she rises daily at 6:30 AM to prepare breakfast for her hus­
band! 

The pressures of public life became particularly intense for Mrs. That­
cher during her tenure as Minister of Education and Science in the Conser­
vative government of 1970-1974. Within the Cabinet, she unsuccessfully op­
posed discontinuance of the national milk program for primary school 
pupils. Faced with the necessity of implementing the decision reached, she 
proceeded resolutely. The political repercussions were inten-se. "Mrs. That­
cher- milk snatcher" was the cry heard throughout Britain. 

The outlook was even more grim in February, 1975 when she chal­
lenged Edward Heath for Conservative Party Leadership because of his ap­
parent deviation from the free enterprise principle. 

Confounding the "experts", Mrs. Thatcher unseated Mr. Heath and 
then held off challengers to take the Leadercship in her own right. 

Her self-appraisal is that her proven ability to accept the pressure and 
surmount it does not make her "tough". Instead, she prefers "resilient." 
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LEONARD M. GREENE 

A scientist and mathematician, Leonard M. Greene, has addressed 
himself for years to an analysis of U.S. socioeconomic policy - and the 
burden that its failure has imposed upon the Nation as a whole. 

In presentations before Congressional committees, lectures before 
college and university audiences and through the periodical press, he has 
urged opening up the opportunities ofthe incentive system to the poor. 

The Fair Share income supplement he has proposed would end 
disincentives faced by welfare recipients who seek employment and 
manage to earn some money. Today a poor family that earns literally as lit­
tle as one extra dollar can jeopardize cash payments that it receives from 
government, as well as such in-kind benefits as Food Stamps, Medicaid, 
housing, et al. Not surprisingly, therefore, we are well on our way to estab­
lishing a permanent welfare class. Indeed, the three-generations-on-welfare 
family is now all-too-common a phenomenon. 

President of The Institute for Socioeconomic Studies, Mr. Greene 
also serves as a member of the United States Chamber of Commerce Coun­
cil on Trends and Perspective, as well as a member of the Chamber's Panel 
on Welfare Reform Proposals. 

Mr. Greene is active in Westchester County civic affairs, having 
served as a member of the Board of Directors of the Blythedale Children's 
Hospital in Valhalla, N.Y. and of the Urban League of Westchester, Inc. 

In addition to The Institute for Socioeconomic Studies, Mr. Greene is 
founder of the Chain Scholarship Foundation, Inc. During the past 13 
years, the Foundation's awards have enabled students throughout the 
United States to continue their college studies. For the program, Mr. 
Greene has received a commendation from the U.S. Department of Health, 
Education and Welfare. 

Mr. Grr>ene, President of the Safe Flight Instrument Corporation, 
has been cite~ as New York State Employer of the Year and in 1974 re­
ceived the Albert Gallatin Award for civic leadership among businessmen 
in the northeastern states. 
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THE INSTITUTE FOR SOCIOECONOMIC STUDIES 

The Institute for Socioeconomic Studies' research program is fo­
cused on exploring possible reform of United States socioeconomic policy. 

Major consideration has been given to inaugurating a national in­
come supplement which would supplant nearly all existing social in­
surance and public assistance programs. A change of this sort would throw 
out the top-heavy bureaucracies needed to "administer" existing programs. 

Much expert opinion holds that a national income supplement would 
open up economic incentives to the poor. Today, poor people find that 
benefit reduction rates penalize them almost a dollar from their "benefits" 
for every dollar they manage to earn. Their work nets them next to 
nothing! 

The Institute's first Conference on Welfare Reform, in October, 
1974, provided a forum in which the Rt. Hon. Lord Barber, T.D., then 
recently retired as Great Britain's Chancellor of the Exchequer, outlined 
the Tax Credit plan with which his country had nearly supplanted its ex­
isting - and widely criticized - welfare programs. The proceedings of that 
Conference were published in January, 1975 as the first of The Institute's 
monographs, Great Britain's Tax Credit Income Supplement. 

The second Conference was the ..occasion, of course, at which the Rt. 
Hon. Margaret Thatcher, M.P. in September, 1975, presented her state­
ment, "Let the Children Grow Tall." 

In addition to monographs deriving from its Conferences on Welfare 
Reform. The Institute for Socioeconomic Studies has published Social 
Welfare Abroad. a comparative study of the social insurance and public 
assistance programs of industrialized democracies throughout the world. 
Bette K. Fishbein, staff economist of The Institute for Socioeconomic 
Studies, is the author of the work. A second printing of Social We(fare 
Abroad was issued in November, 1975. 

Forthcoming publications include an analysis of the Congress' next 
major effort to develop welfare reform legislation, by former Represen­
tative Martha W. Griffiths. Twenty years a Member of the House, 
representing a suburban Detroit district, Mrs. Griffiths directed the most 
intensive investigation of welfare ever undertaken by Congress as Chair­
man of a subcommittee on the Joint Economic Committee. 
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The Institute for Socioeconomic Studies has also undertaken, in con­
junction with The Institute for Sub/Urban Governance at Pace Universi­
ty, a field investigation of the Food Stamp program. In addition, a joint 
study with the Regional Plan Association is now being organized and The 
Institute has underwritten research on a combination tax-and-welfare 
reform program by a young M.I. T. economist, Ralph Tryon. 

In the realm of public education, The Institute for Socioeconomic 
Studies and The Ford Foundation underwrote the WNET /Channel13 (New 
York) production of Frederick Wiseman's film, "Welfare". Seen over 
many of the Public Broadcasting System's stations in September, 1975, 
"Welfare" has provoked comment throughout the country. The film is 
devoid of narration. Seemingly hidden cameras reveal the workings of a 
New York City welfare office. We see and hear conversations between 
clients and administrators. Even viewing a short segment of the 
two-and-a-half hour film imparts a depressing awareness that the welfare 
system fails to provide effective aid for the needy and that its workings 
degrade both those who receive and dispense its "benefits.". 

The Institute also seeks to reach a very substantial audience with its 
National Student Essay Contest. This program offers $6,000 in prizes for 
the best papers of approximately 10,000 words from college 
undergraduate and graduate students on the subject of "Income Sup­
plementation - A Solution to America's Welfare Crisis." In the first few 
weeks following announcement of the contest, students from 133 communi­
ties in 32 states wrote to indicate their intention to submit entries. The 
cash prizes and The National Student Essay Contest Medal will be award­
ed at a May, 1976 symposium on welfare reform that The Institute will 
organize in Washington, D.C. Plans call for the inclusion of senior 
Members of the Congress and the Administration as symposium par­
ticipants. 
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Other Publications of The Institute for Socioeconomic Studies 

Great Britain's Tax Credit Income Supplement 

Social We(f'areAbroad 
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THE WHITE HOl.SE 
INFORMATION 

\\" .\S H l c.;(; TO c.; 

MEMORANDUM FOR THE PRESIDENT 

FROM: . ~-
JJ.m Canno~~/ 

SUBJECT: Equal Empl~ent Opportunity 
Report on Sex Discrimination 
Benefits 

Coordinating Council 
in the Area of Pension 

As you may recall, last year, when you were reviewing HIDi's 
Title IX Regulation, your attention was called to the fact that 
different Federal agencies have taken different approaches to 
the question of what constitutes sex discrimination in the 
provision of pension benefits.* Because of the potential impact 
of inconsistent Federal regulations in this area on the private 
sector, you requested that the Equal Employment Opportunity 
Coordinating Council (EEOCC) review this matter and report to 
you its recommendations for developing a uniform governmentwide 
approach. 

The EEOCC has completed its review and has submitted to you a 
report recommending that you seek legislation which would clarify 
the issue. Specifically, the Council recommends that you ask 
the Congress to enact legislation which would: 

* 

• require that all persons retiring on or after a date 
certain under the terms of an employee retirement plan 
providing periodic benefits receive periodic payments 
which do not reflect a differentiation based on sex; 
and 

• require that if an employee retirement plan provides for 
retirement benefits in the form of a lump-sum, such lump­
sum shall be in an amount sufficient to purchase a life 
annuity which would provide periodic payments which do 
not vary because of the sex of the pensioner. 

HEW and Labor take the position that a pension plan does not 
discriminate on the basis of sex if: (a) the employer is 
required to make equal contributions to the plan on behalf 
of all employees, male and female; or (b) equal periodic 
benefits are paid to male and female-retirees. The Equal 
Employment Opportunity Commission, on the other hand, takes 
the position that a pension plan does not discriminate on the 
basis of sex only if equal periodic benefits are paid to male 
and female retirees. Thus, a plan which would be approved by 
HEW or Labor could nonetheless be disapproved by EEOC. 
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We are still reviewing this recommendation and, therefore, 
are not prepared to present it for your decision. However, 
because of the general public interest in this issue, I 
thought you should be aware of the thrust of the recommenda­
tion. 

The complete report is attached at Tab A. 

Attachment 
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'Study Finds M~ Chilchn 
· Get Aid Than the Census 
· Lists for Whole City · 

8y EDITH EVANS ASBURY 
A two-year study had found 

lbat 100,000 more children are 
on New York Citya welf~ 
rnt~s than the total number of 
thlldreq that the Census B~ 
•u lists for the city. \ 
Th~ findinja of the $200,000 

~Udy' appear in a 187·Jlilfe 
.book that was released yestet- ., 
~y by# the Foundation ~ 
(:1\lld Deve~ent, a pri'fMt , 
orgailiiation that sponsored .t.M • 
'tudy. 1;:.': 

Trude Lash, co-author ot Jhi ' · 
-book, .which is titled. }'St:ate:·oJ • 
'the Child; New York City," ' 
Jhe had asked state and *t 
melfare officials for an explari­
ttion of the 100,000 "phans. , 
-children" several months qo. 

'"The only answer we have .. 
- celved eo far Is stUillled 

silence "•she said. • some of the children ~1 • 
have been "borrowed" by appU· 
cants for welfare and some 
rnay be here illegally,· Mrs. Lash 
added, but "nobody can ex· 
plain." 

'Informal Discussions' 
A spokesman for the State 

Commissioner of Social Servl· 
ces aaid that there had been 
"lnfonnal discussions'' between 
ita staff and Mrs. Lash about 
the statistics, but that ''we 
would like to see the report be­
fore commenting." 
, J. Henry Smith, who became 
Clty Human Resources Admi· 
niro'ator last Marcb after dle 
post had been vacant since De­
cember, also preferred to see 
the report before coinmentins, 
according to his spokesman. 

Mrs. ·Lash, senior ttaff sclen· 
tlst with the foundatiOn; her co­
author, Heidi Sigal, a research­
er with the foundation, and 
others associated with the stu­
dy discussed the findings at a 
news conference yesterday at 
the foundation's office at 345 
East 46th Street. 

.The "incredible discrepency"' 
between welfare and census fi· 
gures is typical of the inade­
qUAcy of data about the city's 
children that was found, ac· 

' cording to Nicholas Zill, a 
acientist for the foundation 
who worked on the ltudy. 

"Many collector& of data have 
blinders," Mr. Zill said. "They 
collect it for their own &1iminls· 
trative l)W'P08es ooly'', and 
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THE WHITE HOUSE: 

WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

JIM CANNON 

H.R. 13500 - Food Stamp and 
Supplemental Security Income (SSI) 
Amendments 

f. 

Attached for the your consideration is H.R. 13500, a 
combination of a Senate Finance Committee Amendment and 
a Senator Humphrey floor amendment. 

BACKGROUND 

This bill consists of two principal amendments -- one for 
the food stamp program and one for the Supplemental 
Security Income (SSI) program. 

Food Stamp Amendment 

This amendment would make optional a 1973 requirement that 
States must offer welfare recipients the option of having 
the charge for food stamps deducted from their welfare 
checks and the coupons mailed with welfare payments. The 
program, called public assistance withholding (PAW), has 
been fully implemented in only 23 States. The reasons 
for this are administrative complexity, cost, and mail 
theft of coupons. H.R. 13500 would make PAW optional to 
the States. 

This is desirable change which has widespread support of 
State and local governments, and the Departments of 
Agriculture and HEW. 

Supplemental Security Income (SSI) Amendments 

The controversial section of this bill relates to the 
amendments to the SSI program. The amendment would require 
that annual cost-of-living increases added to the Federal 
benefit must be passed on to all SSI beneficiaries. 
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The proposal is significant because of the unique Federal­
State partnership which exists in the SSI program. The 
intent of the law was to create a Federally-administered 
program with uniform national rules for the needy, aged, 
blind, and disabled. A Federal benefit floor was 
established, as was an automatic annual cost-of-living 
escalator. 

Upon implementation of the program, States were permitted 
(and in some cases required) to supplement the Federal 
benefit. Twenty-three States chose (or were required) to 
do so in a fairly comprehensive fashion. 

Since then, as the Federal payment floor increased with 
the cost-of-living, States which supplement Federal bene­
fits have been faced with a decision -- whether to add the 
Federal increase to the Federal-State payment; or to 
reduce the State share by the amount of the cost-of-living 
increase (thus holding payment levels constant and giving 
State and local governments fiscal relief); or to pass on 
a portion of the Federal increase and provide some fiscal 
relief. In other words, a $10 dollar increase in the 
Federal payment level (currently $168/month for a single 
person and $252/month for an SSI couple) could be passed 
on to the recipients, used to reduce the State supplement, 
or divided between an increase in benefits and a reduction 
in State effort. 

Currently, there are approximately 3.5 million recipients 
of Federal SSI benefits, 1.3 million of whom receive State 
supplements. This is the group potentially affected by 
this law. 

It is important to note that to date, virtually all States 
have passed on Federal cost-of-living increases to 
recipients. Only recently (notably in New York) have some 
State legislatures begun to balk at passing on the full 
increase. 

Arguments in favor of the amendment 

o It would guarantee that Federal cost-of-living 
increases would be passed on to 1.3 million aged, 
blind, and disabled persons with no significant 
Federal budgetary impact. 
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o It would head off expected political criticism of 
the Administration's lack of compassion for this 
group of needy individuals. 

Arguments against the amendment 

o It would place undesirable Federal strictures on 
States' authority and responsibility to decide 
how to spend their tax dollars. This is totally 
inconsistent with Administration policy and our 
prior positions on this same issue. 

o It would not materially affect the lives of many 
SSI beneficiaries since past experience indicates 
that the great majority of States do voluntarily 
pass on Federal increases to SSI recipients. 

STAFF RECOMMENDATIONS 

Your Assistant for Intergovernmental Affairs reports that 
the public interest groups are quite cautious on this bill 
because of divisions among their members and a hesitation 
to record a veto recommendation which they may favor on 
substantive grounds but which appears to reflect a lack of 
compassion. 

Therefore, the National Governor's Conference and NACo 
both strongly endorse the food stamp amendment. However, 
neither one takes a position on the SSI amendments, 
although NACo strongly urges that you sign the bill. 
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OMB, Bill Seidman, Max Friedersdorf, and Alan Greenspan 
recommend disapproval. 

Counsel's Office (Kilberg) defers to OMB. 

RECOMMENDATION 

I recommend that you veto the bill, but I do so reluc­
tantly. On substantive grounds a veto is the right 
course of action, but it exposes us to criticism for a 
lack of compassion for 1.3 million aged, blind, and 
disabled persons. 

Since the bill has no real budgetary impact, there is a 
temptation to sign it. If you choose to do so, I recommend 
that you issue no signing statement since it would be 
politically risky to claim credit for an idea we have 
opposed in the past. 

DECISION 

Sign the bill at Tab B. 

Veto the bill by signing the memorandum of disapproval at 
Tab C (cleared by Doug Smith). 
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Reorganization of City \Velfare 40 STUrJ 
Urged by Union to S'!-ve Funds . BRIDGE/ 

___j 
· By PETER KniSS . 

The .. city's welfare union the proposal would then have'Group Still ~ 
has offered proposals to processing clerks take .over Black In:\ 
redeploy staff members and tasks involving correspondence 'i. 
reorganize cperations. These with other agenc.ies and com- -- ·r 
changes. the un·ion's president puting grantS. The client would speciaiw Th~ 
estimatt:d "conservatively," deal with the same caseworkel' BRIDGEPOl\ 
C?uld cut the number ?f ine!i- ~;~ntil accepted. • · 27-Forty b~' 
gtble people on the relief rolls Steps Are Outlined testing the coJ 
from 14 to 4 percent. . . . . ·1 

Patrick Knight, president of At a second ~tage. a spectflc sal .of ~he U~ 
the 11,500-member Social Ser- casewo.rker .domg a face-to- port's only 
vice Employees · Union Local face · mtervtew would . al~o tory instructor 
371, sai~ such a 10-point reduc- handle follow-up problems m occupation. of 
tion in ineligibility would save changes of the client's needs .d t' of; 
about $120 million · a year in and six-month recertifications. prest ~n s • 
grants "at no extra cost to A third unit would nave a but ~a1d they w 
taxpayers.'~ . s~eci~ic caseworker J:andle a poss.1ble legal . ~ 
. The proposals being submit- ~hents ne~ for SOGlal serv- the msttuctor's:;l, 
ted · to the. city's new Human tce:s, ~d .th1_11 would be brought ~e popular u~~ 

·Resources Administrator, J. back . w1thm ea~h cent~ to Robms.on, who 
~enry Smi~,. would have, for counsel and assiSt , a~ph~~ts 1971, 1S one of · 
mstance, a smgle caseworker to become self-supporting. the 300-member . 
take raponsibility for an initial Stuart Leibowitz, the .union's one of the n. 
application.' The union sa:id an vice president for negotiations members of ~e 
applicant now goes throuoh as and research, said the Human ~~nt who will bf 
many as six different piaces Resources Administration had m a. re~nchme1 
with at least as many workers' 3,800 caseworkers whose mini- ready cut 35 pos 
and as many a·S 89 forms "being mum experience 1\()W WaS SiX fahculty.

1
of the 

filled out. years, in view of ll!yoffs. of t ~t wtl cut 35 
· . · more recent employees Their thts year. 

Lower Flgurt:S. RecaHed . ranks, he_ said, could be aug- Since 1 
The union . plan was de- mented by transfers without reached a 

veloped. with aid of a consult- extra cost. · • . 
an~ Michael Rappaport, who "The city is drowning in wei­
retired last year as an Assist- fare," Mr. Leibowitz Rid . . "For 
ant H.R.A. administrator. and every additional dollar being 
who had ~en a career welfare spent on welfare, the city is 
employee smce 1938. jeopardizing everything else." 

. ~r. Rappaport said inligi· Mr .. Kn~t said the -face-to· 
'lnhty, 'had been less than 1 face mtervtews could start at 
percent 'during the 1960's be- once, while other changes 
fore income maintenance and would probably be phased in 
casework functions were sepa· through some trial center5-
rated under Federal orders in "we have our eye on. two ceo­
effect from 1971 until last fall. ters," he said. 
Asserti~ · discussions with . Meanwhile, the State DePart· 

state and c:tty i;lfficials indicated· ment Of Social · Services said. 
the propoted' changes would final results of a mail eligibi-lity 
.have "no· legal impediment," survey of 300,000 cases here 
Mr. Knight charged the city started last Nov. 25 had closed 
was "wasting· city money by 6,689 more cases l:\eca.U3& of 
~sm~agem~ of programs, c.lient . failure to return . ques-
and )eopardizmg Federal and tionna.m-es. · 
'state reimbursement by ineffi- This brought the total clos­
ciency, by noncompliance with ings .in . the joint state-city 
regulations and by utilizing effort to 10,955 cases involving 
unqualified and. inadequately more than 31,000 people. With 
trained personnel." closings and transfer of some 
<. The union plan would h<\Ve home relief cases to federally 
caseworkers replace income aided welfare family status, 
maintenance clerks for ' inter- savings were estimated at $25 
views in 'the application proc- million a year. . 
ess. Mr.• Knight · said the case- The state and oity would 
workers' "kriow what to look save $9.6 million each and the 
for and to follow up," and Mr. Federal Government $5.8 mil­
Rappaport conten<Jed that lion, after ·assuming. in line 
"clerks coming off the streec with past experience that half 
don't relate to the clients." the j;ases closed would .be re-

The· .caseworker would make opened within six months be-
a judgment on eligibility and Ca.use of new need. · 

}.... 
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-·'"today. 
..,; we were telling our investigative 

reporting team, Redford and Hoffman• 
now that the Big D~'s been done, 
perhaps the most constructive course 
for journalism in the future is to ex­
pose those who print leaks rather than 
join the irresponsibles who bet~y our 
nation's secrets • , • ' 

-... bll" KnOW -t~ -·-.... 
Gettysburg Address on the back· of an 
envelope, has. nobody demanded. to 
know vyhat (or how-· much) that· en­
velope· originally' contained? (4) Why 
~as- John Wilkes Booth gunned down 
Before he could be brought to trial? 
(5) Why did Lincoln's manipulative· 
Secretary of State, William Seward 
secretly sell out Kurdish rebels in th; 
hills of Tennessee? (6) ••• ,' 

Casting a Lifequoy 
By Mitchell Sviridof£ -

. Ho~ dies hard. Even in that grim, 
dtsturbtng portrait of a welfare mother 
that appeared in a recent issue of The 
New Yorker, there are a few barely 
detectable flashes of aspiration and 
ambition. Cannen Santana, the subject 
of article, surveys the wreckage of her 
life and murmurs the- faintest appeal 
for help, for some kind of work that 
will bring purpose ·and direction to her 
life. 

She has not held a conventional job 
for more than ten years. Yet when she· 
sees a fiJe clerk working in her son's 
school, she thinks, ''That's the kind or 
job I could do.'' But this flickering­
interest in work is quickly suppressed 
~use "sh:e has no. idea. what job 
there may be in New York City that 
will pay a living wage for· a middle­
aged Puerto Rican woman with an 
eighth-grade education who speaks so-. 
so English, possesses no skills and suf-
fers "from bronchitis."· • ' 

Or, .it might be added. what jobs 
are there for an ex-convict who served 
20 years, for a teen-ager who dropped 
out of school in the tenth grade pos-. 
sessing no work credentials aside from 
a fifth-grade reading level, for an 
addict who must report every day for 
his methadone dosage, and for a for­
mer mentar paffiilt who lias been 
institutionalized for five years? 

There are millions of Americans 
who belong' to what might. be loosely 
described as the underclass of this 
society and ·whom even an effective 
full-employme~ policy WC?Uld not 
reach. For they are not counted in 
the unemployment rate because they 
have long since dropped out of the 
job market or, perhaps, never entered 
it. They are our· civilian missing-in· 
action. Urban and rura(, black and 
white, youn~ and old, men and women, 
they wring whatever money they can 
out of the welfare system, are swept 
-up in the dead..enii cycle of 'selling and 
using drugs, frequently tum to crime 
and sometimes to violence. 

The various employment-related 
programs of the last ten years were 
basically designed for people who re­
tained enough self-esteem to believe 
that given a chance they could func· 
tion in a job-not for Cannen Santana 
or millions of others who have lost 
faith in their ability to work or their 
chance to get or hold a job. 

Today, an effort is under way that; 
is addressed to this population. It is 
a test of the concept known as "sup­
ported work." It is an adaptation of 
the sheltered-work approach developed 
in the Netherlands, Sweden and Britain 
to provide subsidized employment to 
physically and mentally handicapped 
persons unable to find work in the job 
market. 

It was introduced by the Vera In-

stitute of' Justice in New York in 1972 
in cooperation with New York City's 
Department of Employment, and is run 
by the nonprofit Wildcat Corpora­
tion. Unlike the European model on 
~h.ich it drew, it was developed spe­
Clftcally for fonner addicts and former 
offenders. Also unlike previous efforts 
it uses primarilf. existing -resource~ 
rather than new funds . 
• :rile ~s!llts .pf the Vera ex~ent 
showed enough promise to warrant a 
national demonstration. In ~anuary 
1975, supported-work programs were 
established in thirteen states. In a 
unique pattern of cooperation on a na­
tional level, they are being funded by 
five Federal agencies (with the. Labor 
Department in the lead), the Ford 
Foundation ·and local sources. The• 
group· participating in the national 
demonstration was expanded to . in­
clude unemployed poor youth, female 
hea.ds of h~lds receiving public 
asststance, and the mentally ill. In 
the first year about 1,500 people have 
taken part. In the second and third 
years 3,000 people will worlc in this 
program. Like the Vera-Wildcat pro­
gram, the national demonstration em­
phasizes sensitive super.visioa of the 
partiCipants and peer-group support. 

Their paychecks may consist of 
social benefit _payments, reimbtJrse,: · 
ments by public or private employers 
fOl' services rendered, and allocations 
from various government trainfug and 
demonstration Jrants. A major feature 
is conversion of the benefits of par· 
ticipants on welfare into a salary pool. ' 
To the extent that the demonstration 
is· successful, this kind of program 
may provide one way out of the wet- · 
fare trap, with public funds going not 
,to maintain dependency but to pay for 
useful work. 

Qne key feature of the demonstra­
tion is it~ tight link to a rigorous 
evaluation, so that three yeats hence 
we shall know the cost and the bene­
fits, how many participants can man­
age the transition into the open labor 
market, how many can function effec­
tively in the supported-work environ­
ment, and how many cannot manage 
at all. In short, we shall know a lot 
more about what Is possible under a 
paycheck instead of a welfare-check 
policy and to -that eXtent be less likely 
to plunge into large-scale expenditures 
based on inadequate infonnation.. 

In the long run it will be necessary 
to complement supported work with 
other efforts: The criminal-justice sys­
tem has to be refonned, drug treat­
ment and prevention programs must 
be improved and expanded. and the 
welfare system itself must be over· 
hauled. Meanwhile, support!!<! work is 
one attempt at a rationai response to 
Carmen Santana's faint plea for help. 

Mitchell Sviridoff Is vice president of 
the Ford Foundation's divisio11 of 
national affairs. 
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THE WHITE HOUSE INFORMATION 

WASHINGTON 

January 30, 1976 

MEMORANDUM FOR THE PRESIDENT 

FROM: JIM CANNO~~ 
SUBJECT: Welfare ~~ 

Here is some interesting background information on 
Congressional intentions on welfare reform this year. 
It comes from Jack Veneman who met informally this 
week with his old friend, Jim Corman, Chairman of 
the Ways and Means Subcommittee on Public Assistance: 

Corman indicated that his Subcommittee would be 
looking into welfare issues this year for FY 1977 
that would not create new spending. He mentioned 
four specific things that they would likely propose: 

1. A limit on work related expenses for AFDC; 

2. Amendments to allow recipients of unemployment 
insurance to also receive AFDC as a supplemental; 

3. A review of the social services amendments 
{Title XX) and possibly increasing the ceiling 
from $2.5 billion; 

4. A review of the administration of SSI. 

vfuen the hearings are completed on the above subjects, 
Corman indicated that they would possibly begin hearings 
on welfare reform. He doesn't expect to move a bill, 
but 'l.vants to get some of the testimony behind him in 
preparation for a welfare reform bill for introduction 
during the next Congress. , 
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THE WHITE HOUSE 

WASHINGTON 

January 30, 1976 

MEMORANDUM FOR THE 

FROM : 

SUBJECT 
! 

Be~tha Adkins, Chairman, 
'cil on the Aging 

Attached for your signature is a letter to Ms. Bertha 
Adkins, Chairman of the Federal Council on the Aging. 
She wrote in December to express the Council's concern 
about Social Security financing. 

Now that you have announced your decisions on Social 
Security, we are inquiring to see if it would be 
appropriate to have the Federal Council on the Aging 
support publicly your proposals. 

Attachment 

' 



THE WHITE HOUSE 

W A S H I N G T 0 '4 

January 30, 1976 

MEMORANDUM FOR: MAX FRIEDERSDORF 
PAUL O'NEILL 
ARTHUR QUERN 

FROM: JIM CA~-

I , 
; I 

INFORMATION 

Here is some background information on Congressional 
attitudes toward welfare legislation this year. 

Attachment 
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OFFICE OF THE VICE PRESIDENT 

WASHINGTON 

January 28, 1976 

> ,.., 

JIM . CANNON (}_ "\ MEMORANDUM FOR 

FROM: 

SUBJECT: 

JACK VENEMAN!-··~ 
)''-~ 

Conference of Mayors welfare Task 
Force Meeting 

Today I joined Jim Corman, Chairman of the Ways and 
Means Subcommittee on Public Assistance, in a dis­
cussion of welfare before the Mayors Conference. 
The group was chaired by Mayor Beame and was 
attended by Ke~in White of Boston and Dick Fulton 
of Nashville, along with State, city, and county 
welfare directors and staff of the Mayors Conference, 
National Association of Counties officials, and the 
Governors. 

Corman indicated that his Subcommittee would be 
looking into welfare issues this year for FY 1977 
that would not create new spending. He mentioned 
four specific things that they would likely propose: 

1. A limit on work related expenses for 
AFDC; 

2. Amendments to allow recipients of 
unemployment insurance to also receive 
AFDC as a supplemental; 

3. A review of the social services amend­
ments (Title XX) and possibly increasing 
the ceiling from $2.5 billion; 

4. A review of the administration of SSI. 

When the hearings are completed on the above subjects, 
Corman indicated that they would possibly begin hearings 
on welfare reform. He doesn't expect to move a bill, 
but wants to get some of the testimony behind him in 
preparation for a welfare reform bill for introduction 
during the next Congress. 

' 
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We got into a brief discussion of revenue sharing. 
Corman indicated that he was opposed to it but it 
would probably pass. As you and I discussed on the 
phone, Jim, I don't think we should be lulled into 
a sense of false security. 

I had lunch with Bob Bergland of Minnesota last 
Monday at which time revenue sharing was also 
discussed. Bob thought Jack Brooks, who is philo­
sophically opposed to revenue sharing, would 
ultimately let the bill out. Again, I don't think 
we can be complacent. 

There is every indication that the public interest 
groups will join in a coalition on welfare reform. 
Apparently Dan Evans will hold a meeting sometime 
later this month with the Governors Conference Task 
Force. 

, 




