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I. INTRODUCTICON AND OVERVIEW

A. Background to the Proposal o
In November, 1970, the Department of National Health and
Welfare published its white paper, Income Security for Canadians.

This document expressed uncertainty about the suitability of a
universal guaranteed income program in Canada (p. 25 ).

An overall guaranteed income program for the whole
population that is worthy of consideration is one that
offers a substantial level of benefit to people who are
normally in the labour market. Therefore a great deal
of further study and investigation, like the experiments
now under way in New Jersey and Seattle in the United States,
is needed to find out what effects such a program would
have on peoples' motivation, on their incentives to work
and save, Until these questions are answered, the fear
of its impact on productivity will be the main deterrent
to the introduction of a general overall guaranteed income
plan,

The white paper then suggested a research strategy to answer these
basic questions. -

The federal government hopes that in collaboration
with some of the provincial governments it will be possible
to carry out studies on this and other important questions
related to the application of the guaranteed income approach.

:ﬂ& In June, 1971, the Honourable Rene E. Toupin, Minister of
Health and Social Developﬁent, indicated that Manitoba intended to
develop a test of the guaranteed anmual income approach. In a speech
to the Canadian Institute of Chartered Accountants in Winnipeg on
September 9, 1971, Premier Edward R. Schreyer followed this up: "The
Government of Manitoba is committed to launching a pilot project -
strictly on an experimental basis, in designated urban and rural areas -
to determine if the concept of GAI can be translated into effective
action." Eight days later, the Minister of National Health and Welfare
announced the establishment of a program to cover 75% of the cost of such
experiments, He also repeated the hope that collaboration with the
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I, INTRODUCTION AND OVERVIEW

A. Background to the Proposal
In November, 1970, the Department of National Health and

Welfare published its white paper, Income Security for Canadians.

This document expressed uncertainty about the suitability of a
universal guaranteed income program in Canada (p. 25 ).

An overall guaranteed income program for the whole
population that is worthy of consideration is one that
offers a substantial level of benefit to people who are
normally in the labour market. Therefore a great deal
of further study and investigation, like the experiments
now under way in New Jersey and Seattle in the United States,
is needed to find out what effects such a program would
have on peoples' motivation, on their incentives to work
and save. Until these questions are answered, the fear
of its impact on productivity will be the main deterrent
to the introduction of a general overall guaranteed income
plan.,

The whlte paper then suggested a research strategy to answer these
basic questions.

The federal government hopes that in collaboration
with some of the provincial governments it will be possible
to carry out studies on this and other 1mportant questions
related to the application of the guaranteed income approach.

" In June, 1971, the Honourable Rene E. Toupin, Minister of
Health and Social Developﬁent, indicated that Manitoba intended to
develop a test of the guaranteed annual income epproach. 1In a speech

to the Canadian Institute of Chartered Accountants in Winnipeg on
September 9, 1971, Premier Edward R. Schreyer followed this up: "The
Government of Manitoba is committed to launching a pilot project -
strictly on an experimental basis, in designated urban and rural areas -
to determine if the concept of GAI can be translated into effective
action." Eight days later, the Minister of National Health and Welfare
announced the establishment of a program to cover 75% of the cost of such
experiments. He also repeated the hope that collaboration with the
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provinces would develop quickly.

The policy relevance of guaranteed annual income experi-
mentation was reinforced two months later whén the Special Senate
Committee on Poverty, in its report, called (p. 175) for a national
guaranteed income plan:

The provision of a Guaranteed Anmuzl Income to all
Canadians is more than an anti-poverty measure: it is an
idea whose time has come. If properly designed, implemented,
and operated, such a plan will restore to decency and
dignity those Canadians who, through no fault of their own,
have been stigmatized and demeaned because they are unable
to earn an income adequate for themselves and their families.
It will also protect all Canadians from loss of income
through accident, illness, technological progress, and the
many events that can deprive any of us of our income and make
us poor.ﬁi¥Ng : :

Most recently, two events have demonstrated the continued
national importance of putting GAT to the test. The first of these
Wwas an enunciation, in the Speech from the Throne opening the 2%9th
Parliament, of principles the federal government sees as the basis
for the future development of Canada's social security system.
Certainly, extending a guaranteed income to additional categories
of those defined as unable to work, a concern with work inecentives
among those who can work; and an interest in the maintenance of
equity between workers on low wages, those who cannot work, and the
temporarily unemployed, points toward an experimental examination of
a guaranteed annual income program,

The Honourable Marc lalonde's Commons address on
January 11, 1973 expanded on the principles presented in the Throne

Speech, and made the policy significance of a guaranteed income test

~unmistakably certain. This was especially true of his remark that

"... there must be a link between the social security
system and the taxation gystem. The basic hypothesis
related to the possibility for single people and families
of paying taxes on one hand and to their need for a
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supported income on the other should be considered as
components of the same problem. Efforts should be made
in order to set up income security programs reaching
the objectives within a relationship of interdependence
with the taxation system itself." (emphasis added).

B. Principles of the Manitoba Experiment

Yet, unfortunately, and paradoxically, given the extent of
official concern, the guaranteed annual income approach remains untested
in Canada. Now, however, the Province of Manitoba has developed an
overall design for an experiment, which it plans to implement in 1973.
This design has emerged from a continuous series of meetings beginning
in July, 1972, between officials from the Manitoba Minimum Annual
Income Project and the Guaranteed Income Experimental Division, National
Department of Health and Welfare. This design represents a joint
planning effort, drafted in accord with the Guidelines for the Financing
of Guaranteed Income Experimentation written by the G.I.E.D, staff. It

is intended to be a basic framework within which a heavy schedule of

theoretical elaboration, plus pre-experimental data generation and
analysis will take place over the next few months. This work is necessary
both to operationalize the design and to develop a comprehensive body of
baseline data on potentiasl recipient families and communities. Inevitably,
during this process, certain aspects of the design will come to be seen
in a new light. Thus, while this next, operational planning phase should
carry the experiment into implementation, it will also provide an oppor-
tunity for a rigourous review and testing of the design parameters them-
selves. Ve invite'Canada to continue and to expand its participant role
in this phase of the project.

There is no need, here, to repeat the arguments supporting
the relevance of the guaranteed annual income approach. These have been
adequately covered in the documents noted above. But a few words about

the assumptions and goals underlying this particular model are appropriate.

1. A Policy-Relevant Experiment

First and foremost, this is a proposal for a social science

experiment which is intended to yield policy-relevant conclusions.



This is not a "demonstrative project", for we do not know the optimal

plan to be demonstrated. However, this project is taking place against

a background of six years of GAI experimentatién in the United States,

and by the time our project is completed these studies will be finished
and much of their data will be available. Generally speaking, these

v§ experiments have been more "purely scientific" and less suited to the
resolution of policy questions than we feel is now necessary. As the

;g number of completed experiments increases, the body of pure data grows

and the focus of research can be narrowed.

Therefore, certain tentative assumptions have been made about

the broad ranges within which Canadian poliey options exist (e.g., a GAI
i% reducéion rate of not more than 70%, nor less than 30%; and support levels
. which are neither significantly higher nor significantly lower than
current welfare rates). Within these ranges of policy options, we seek
to create knowledge about the costs, and behavioural consequences of

various combinations of possible program parameters, including administrative

ones., _
If a label is required for the experiment, it is an "experimental

and developmental project™, i.e. "... a type of project in which the

merits of new ideas with programmatic implications are assessed in terms

of outcomes in a setting corresponding at least in part to actual field

operating conditions."l To make this assessment of outcomes, we propose

to develop two distinct but linked modes of experimentation, one a

dispersed sémple test of GAI, and the other a saturation test of GAI.

The dispersed module of the experiment

. A dispersed sample experiment will be conducted in Metropolitan
‘j Winnipeg and the rural area immediately around it. In this module of the

experiment three tax rates and three supporﬁ levels will be examined,

1. Walter Williams, Social Policy Research and Analysis, Elsevier, New
York, 1971, pp. 53-54. '
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with seven of the nine possible combinations or financial treatments
being tested. This test will involve a treatment group (eligible for,
or receiving GAI payments) of 600 families, and a control group (no
payments) of LOO families, chosen at random from that portion of the
population deemed most relevant to a test of GAI (the working and
welfare poor). (See Section III.B. below). Thus the dispersed
module is a controlled experiment, in a simplified éocial setting,
characterized by a deliberate limitation in the number of variables

treated as significant, in order to facilitate a more precise measure-

-ment of certain relationships regarded as crucial in predicting behavioural

responses., ‘

This scientific rigour would be limited, however, and purchased
at the price of some policy relevance, were we to concentrate only on
the behaviour of isolated families., Therefore, the dispersed-module of

the experiment will be linked to a saturation test of GAI.

The saturation module of the experiment

A saturation experiment dealing with the effects df GAI will be
éonducted in a small Manitoba community and the surrounding rural area.
In this segment of the experiment, an entire community will be eligible
for payments, and the behavioural responses of those individuals and
families receiving benefits will be systematically studied and compared
both to the dispersed sample and to a control group chosen from outside
the saturation site (see section ITT.C.). Below it is argued that a
saturation module, because it best represents the social milieu likely
to be found under a universal GAT, provides us with a more externally
valid setting for the testing of the effects of GAI. At the same time,
it allows us to gain valuable knowledge about the operational feasibility
and probable administrative cost of a GAI. Together, the twoiexperimental
modules — dispersed and saturation — are viewed as providing an overall
eXperimental design which is optimally satisfactory both from the

perspectives of experimental methodology and policy relevance.



Both modules will commence payments by January 1, 1974 and
continue with full payments until December 31, 1976. There will then
follow a one-year phase—out period, necessitated in the first instance
by the economic and social disruption that would result were the experiment

to be abruptly terminated in the saturation site.

2, A Sccially Inclusive Experimental Program

The second basic orientation shaping this proposal is a view
that the interests of policyhmakers are best served by designing an
experlment which is, in two different senses, universal.

First, we have not a priori excluded any potential reclplent
group from the experlment. It was thought preferable to provide information
on the cost and consequences of a socially inclusive progrém. Thus, sub-
sequent to the experiment, and on the basis of hard data, policy-makers
can decide how selective or universal a program they wish to adopt, or how-
to implement GAI in segments, But if only limited information were avail-
able, neither a universal prggram, nor one more inclusive than that anti-
cipated in a selective design, could be established with any certainty as
to probable consequences. Limiting the experimental sample would be
throwing away infdrmation, which, because of the marginal cost of adding
groups once the basic costs are incurred, is relatively cheap to purchase.
Thus, the experimental program is open, in principle, to single individuals
of both sexes over the age of 18, as well as to families, without any
ceiling on their size, limited in all cases only by income levels.

Second, the experiment is designed to ascertain the maximum
capacity of GAI to replace existing provincial and federal income
maintenance and support programs. The extent to which this is possible

is itself subject to wide debate (Income Security for Canadians, pp. 24—

29; Welfare Policy in Manitoba, pp. 56~57), and is a question of

considerable policy interest. Therefore the program is open, in principle,
to individuals on social assistance, as well as the "working poor", and

those on other income security programs.
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In the experiment itself, this universality of the exper-
imental program will be best reflected in the saturation module. In
the saturation module the program to be tested will be effectively
universal inasmuch as all residents of the community studied will be
potentially eligible for benefits. In the dispersed module the program
is tested on a carefully chosen sample (See Section ITI.B.3.) but one
which is intended to maximize the power of the experimental design,

and not to preclude a priori any particular group.

3, Focus on Work Incentives/Disincentives

The basic policy question about guaranteed annual income, as
has been suggested in the white paper on income security, is the impact
of guaranteed income payments on the willingness of recipients to work.
The erosion of work incentives inherent in existing social support
programs is obvious. Will GAX itself cause a decline in work effort?
Perhaps as important is the question of whether it will stimulate
increased labour? These gquestions are not identical. No one knows to
what degreé able-bodied people presently receiving social assistance or
pension payments would prefer, or how they would respond to, a GAI
program offering the same level or slightly less support, but having
a built-in work incentive. It is important, then fhat the primary
research focus of the Manitoba experiment be on work effort and labour
supply. This is a dominant consideration in the articulation of the
design set forth in Section III.

- In summary, the design set forth below calls for an experimental-
developmental project, implemented in the Province of Manitoba with the
active and continuing collaboration of Canada, to gain data on the
economic costs of, and social responses to various formulations of the
guaranteed income program. With this data,'policy—makers at both the
Federal and Provincial levels can more effectively evaluate the desir-
ability of establishing a guaranteed income program, and be guided to

the construction of an optimum model, should there be a positive
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decision. The Project generating this data will be the first large-
scale social science field experiment ever conducted in Canada.

C. Plan of the Proposal

Research foci are described in Section II, While the Project's
goncern with labour supply and administrative variables has been fully
developed, further work is now being conducted on the SPecification
and clarification of secondary areas in which investigation, within
the context of the experiment, will be most fruitful, and supportive of
the labour supply analysis.

Section TIT describes the parameters of the experiment; it is
the core of this proposal. It is followed by a discussion in Section IV
of thé main data collection activity — the baseline and periodic surveys.
A secondary community data collection operation is defined in Section V.
The overall plan for prbcessing, storing and maintaining the confi-
dentiality of the data is presented in Section VI.

We then move from the research to the operational activities.
First, the basic rules of operation are given. These will subsequently
be operationalized, and published in an operations marmual. Then we
turn to a description of the standard operational procedures of the
Project, including enrollment and payments. The next section deals with
the major problem of community relations. This is followed by the final
section, which deals with the administration of the Manitoba Project.
The budget figures given here, incidentally, are subject to further

refinement.

The proposal concludes with a series of appendices which ex—

pand on key points in the body of the proposal.



IT RESEARCH FOCI OF THE MANITOBA GAI EXPERTMENT
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Introduction of a guaranteed armual income on a unlversal scale

is a step bound to have an impact on the entire fabric of society.
Thus it is essential that an experiment dealing with the effects of GAI
be able to address itself to the likelihood of a broad range of outcomes

having direct and indirect economic cost and social cost implications,

Thus we assume that in appraising GAI, policy makers are concerned with

B

the extent to which GAI experimentation can resolve questions regarding.
cost of GAI, administrative feasibility, and effects of GAI on work
incentives and (by implication) national economic productivity. At the

Bhsy

same time, we assume that policy makers are deeply concerned with the

Sz

possible effects of a guaranteed annual income on family life, in-
dividual development, and the "quality of life" in general. Questions
relevant to each variable domain must be carefully formulated and
answered if policy makers are to have information which allows for de-
sign of a GAI which is maximally beneficial to society. To pursue these
goals, it is necessary to delineate the research areas and research

questions of primary interest, develop specific hypotheses, and create

suitable indicators for the testing of those hypotheses. A number of
basic research objectives will be considered, but these are to be
sharply defined to ensure that available research resources are not
dissipated.

The primary focus of the experiment is on labour supply and the
relations of individuals and fardlies to the labour market.” This
focus dominates many features of the overall experimental design (see

Section ITT below) and it encompasses such phenomena as effects of GAI

i. This designation of the primary research focus is consistent with
that deemed centrally important by the Guaranteed Income Experiments
Division of the Department of National Health and Welfare as set forth
in Guidelines for Financing of Guaranteed Income Experimentation: "The
Department has established as the primary objective of experimentation
Eé to analyze the effect of guaranteed income plans on the relationship of
= individuals to the labour market. Specifically, this will entail analysis

of the effect of guaranteed income plans on: (a) the desired and actual
3 labour supply of individuals; (b) choice regarding investment in human
é% capitalj and (c) mobility of individuals across occupations and
geographic location." (p,6)
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on the labour supply of primary and secondary earners, the duration of

job search, occupational mobility, and retirement decisions. The

é relevance of this focus is clear, since changes in work patterns induced

. by a universal GAI might significantly affect both the financial cost

Q of a GAI program and the real economic cost in terms of foregone

production.

é Secondary research foei extend the breadth of the study to encompass
: seven areas of importance to policy makers!' appraisal of GAI, They are:

j (a) geographic mobility, especially effects of GAI on rural out-migration;

: (b) family behaviour, especially as relating to effects of GAI on

g family composition and nuclear family interactions; (c) community involve-

i ment and participation,.including effects of GAI on levels of par-

7 ticipation, cooperative behaviour and community-related values and

é attitudes; {(d) individual self-development, including effects of GAI on

aspirations, investment in education, investment in Job-related

training, and féelings of individual competence and self-worth;

(e) demand for social services, including effects of GAI on awareness
of, and actual utilization of, such services; (f) community economic
effects of GAI (to be monitored in the saturation module and control
community only) including effects on wages, level of unemployment,

rent and economic development; (g) administrative parameters, including

such matters as enrollment operations, income reporting and so on.
We will outline our objectives regarding the primary research focus
and briefly consider each of the secondary research foci in the

sections below.

Primarv Focus~Tabo upply and the Relation of Tndividuals and
Families to the Tabour Market

1. Basic hypotheses repgarding effects of GAT on labour supply

Concern about possible effects of GAT on labour supply has

arisen from the standard static analysis of individual labour supply

2, It should be noted, however, that a modest shift in national levels
of labour supply {measured as per capita hours worked) need not produce
a corresponding drop in national income. This is because output is
dependent upon the intensity and quality of work effort as well as

on the number of hours worked, It follows {and social-psychological
findings regarding well being and security make it plausible) that

a national GAI could result in significant reductions in labour supply
without a corresponding decline in output. The importance of this
question is considerable, such that models for estimating effects of
income maintenance programs on productivity should be developed in

the immediate future.




decisions. Attention has largely been focused on the behaviour of
potential GAI recipients, i.e., people below the break-even level of
income, Here the introduction of a GAI simultaneously increases
non-garned income and decreases the effective take~-home wage rate
through the imposition of an offset tax, Since the net transfer
paymént is always positive, the income effect of a GAI increases

the demand for leisure (thereby reducing labour supply) as long

as leisure is a normal good} The offset tax rate reduces the effective

wage rate (which can be regarded as the price of leisure)., This may

further increase the demand for leisure (and thereby further reduce
work effort).

- Assuming that leisure is a normal good, the static theory of
labour supply indicates, as a result of GAI, a probable decrease in
the number of hours of work the individual offers at the existing
wage rabte. This result is not uniformly reflected in correlational
analyses which have been used to predict effects of income maintenance
on labour supply.3 Nor is this prediction clearly confirmed by
preliminary results of American income maintenance experiments.
Atkinson et al's discussion of findings in this area is useful as

a summarys:

3 Atkinson et al comment as follows regarding cross-sectional analyses:

"Md?éiiﬁteresting than studies of limited, existing income
support plans are the various attempts to investigate the response to
a negative income tax, Three simulation studies have been completed
and one actual social experiment conducted for which both preliminary
and mid-experiment results are available. The labour supply response
coefficients in the negative rate study by Galloway were estimated from
the response of the aged to CASDHL payments, may thus be considered
of limited usefulness, and, further, appear to depend significantly on
the region of the country used for investigation. The study by Jane
Leuthold utilized information on a cross—section sample of low-income
workers and, on the basis of certain assumptions about the structure of
worker preferences, drew conclusions about the relation of work effort
and income. The findings of the study were that the average change in
work effort over the entire population would be likely to be small, but
in a slightly positive direction, although workers with low wages and/or
large families might be expected to reduce work effort substantially.
These rather puzzling conclusions may be a consequence of the particular
preference function which is used in the model, or may be related to
data limitations. '

- The Green and Tella study utilized U.S. Current Population Survey
data for 1965-1966 — both high employment years — to investigate the
differences in labour supply of families with and without non-~employment
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The preliminary results of the New Jersey experiment were based
on returns from 509 out of the 1,359 participating families from
August, 1968, to October, 1969, Trenton, Paterson and Passaic,

New Jersey: the results are based on the experiences of 36}, families
receiving various levels of support payments and a control

group of 145 families not receiving payments. From this limited sample
the conclusion arrived at was that "there is no ewvidence that work
effort declined among those receiving income support paymentS.seess

On the contrary, there is an indication that the work effort of
participants receiving payments increased relative to the work effort
of those not receiving payments." The adjusted preliminary results
maintained the optimistic view: "... to the extent that-differences
appear between control and experimental families they are generally in
favour of greater work effort for experimentals. Hence, anyone who
secks to support an argument of drastic disincentive effects cannot expect
to find even weak support in the data so far.," The mid-experiment
report, reflecting a more serious analysis of full sample data for

the first year of the experiment, revealed differential labour supply
response of control and experimental families: "...the results indicate
a continuation of the earlier findings on earning change, i.e., no
significant difference between control and experimental families.

There are significant differences, however, in two alternative in-
dicators of labour supply: (1) persons employed per family, and

(2) hours worked per family. These differences indicate fewer workers
or hours for the experimental families as static labour-supply theory

~ would predict. There is also a differential in average hourly earnings that

reconciles the different indications given by earnings and hours."
A preliminary explanation for these unanticipated results is that
"the experimental treatment provides the security to enable earners
to get better jobs." (pp. 120, 121), -

Our mode of proceeding will be to assume that the overall
impact of GAI will be to reduce labour supply (i.e., statistically
significant differences will be found between control and treatment
groups)., The effects of GAT program parameters will be in accordance
with labour supply theory , and that effects on specific categories
of individuals and families will be highly variable. It should
however, be noted at this point, that the formulation of our hypotheses
do not necessarily reflect our views of the likely outcomes, but are
often adopted for working purposes. Our caution in this respéct
derives from the somewhat contradictory results indicated by labour
supply theory and by results of the New Jersey Experiment.

conc.
income work less on the average (i.e., are less likely to be full-time

full-year workers) than persons without non-employment income,
Specifically, the study indicated that the substitution effect of

a NIT is likely to be stronger than the income effect, i.e., that

the impact on work effort of a NIT scheme may be more dependent on the
NIT offset rate than on the magnitude of the basic income guarantee.
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Knowledge of the magnitude of the effects of changing guarantee

levels and tax rates is necessary to determine the sensitivity of

Bose Bl B

program cost to modifications in design. Accordingly the Manitoba
experiment is designed so that these effects can be separated and
independently measured (see Section III below).h Beyond this, the
standard static model referred to above is too simplistic to provide
more than initial guidance. Therefore, the experimental design
proceeds on the basis of a preliminary conceptualization of the fbllowing

hypotheses.
H

Bosw  Buso B

1 GAI will increase the rate of successful job search

{measured in terms of both wage rate and attractiveness)
because of the reduced opportunity-cost of search time,
Thus we expect that individuals will be able to devote
more time and more resources to job search activities.
This hypothesis is derived from findings of the New
Jersey Experiment.
H2 GAI will result in a shift in labour supply towards seasonal
and/or high-unemployment-risk jobs., This should occur

because GAI removes much of the risk, while the wage rates

for these jobs will continue to reflect their original high

risk or seasonal nature, until such time as the wage rate

é% _ structure has adjusted to the new institutional envirorment.

A H3 GAT will result in an increase in the rate of job turnover.
At least initially, GAI should result in a temporary in-
erease in job turn-over as a result of the decrease in the
opportunity cost of job search which encourages workers
presently employed in low paying and/or unattractive Jobs
to seek more attractive jobs, as a result of the decreased
supply of labour in these areas.

Hh GAT will have the specific effect of increasing withdrawal
(full or partial) of secondary workers (particularly wives
of employed household heads) from the labour force.

Le In other words, the basic hypothesis to be tested is
that work effort decreases as guarantee levels and/or tax rates increase,
but the design is such that effects of these variables may be assessed
independently or in various combinations
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This is a result of the reduced opportunity cost to

the family of the withdrawa145 It should be noted here that
this reduction in marketed work effort may be almost
completely offset by non-marketed productive activities in
the home, Accordingly, care must be taken not to measure the
marketed productive losses resulting from these labour force
withdrawals as net social losses, The distinction between
market and non-market productive activities is often
arbitrary (e.g., baking bread in a bakery vs. baking at home).

GAI will encourage withdrawal from moonlighting and ehcourage
reduction in over-time, etc..because of the reduced return

from incremental hours worked.

In the dispersed module of the experiment:

H

6

Labour supply will be negatively related to the size of the
GAI guarantee {annual benefit payable when earned and imputed
income togefher equal $0.00). Thus we anticipate that as
the guarantee increases, the supply of labour {measured
primarily in terms of hours worked) will decline. ,
Labour supply will be negatively related to the size of the
GAI tax rate (the rate at which benefits are reduced as
earned and imputed income increases). Thus we anticipate
that as the rate increases, individuwal labour supply will
decline,

In comparisons of the saturation and dispersed modules of the experiment:

H

8

Secondary wage earners will withdraw from the work force
and reduce their labour supply more rapidly in the
saturation module than in the dispersed module,
Individuals who are "moonlighting" will reduce their
labour supply more rapidly in the saturation than in

the dispersed module of the experiment.

5. For a discussion of related findings from the New Jersey Experiment
see: Kershaw, op. cit.; Harold Watts, "Mid-Experiment Report on Basic
Labour Supply Response, mimeo, University of Wisconsin, 1971; and
David Elesh et _al, "After 15 Month's Preliminary Results from the
Urban Negative Income Tax Experiment', mimeo, University of Wisconsin,

1971.
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2., Additional Concerns regarding Labour Supply

Beyond testing these specific hypotheses, the focus on labour
supply will extend to a number of important questions regarding which

more explicit hypotheses are not presented at this time.

One such concern will be with extending our understanding of the
manner in which individuals calculate preferences, and families combine
preferences to determine their actual level of labour supply, pattern
and amount of job search and so on. This is an area in which little
is known. To expand our knowledge in this area, we must on the one
hand pursue the development of social-psychological medels of indi-
vidual economlc decision-making processes, and on the other develop
models of family decision making which are pertinent to family labour
supply decisions. ZExploration of this area raises a number of questidns
of theoretical import — for example: regarding the role of perceived
marginal tax rates (as opposed to actual tax rates7 in the individual‘'s

calculation of labour supply),and regarding the nature of income dis-

‘tribution within families. Understanding of such phenomena is essential

to development of our understanding of labour supply responses (and

6See, for example: George Katona, et al., Aspirations and Affluence,
McGraw-Hill, 1971; George Katona, Psychological Analysis of Economic
Behaviour, McGraw-Hill, 1951.

' ?Reéeafch regarding perception of marginal tax rates will be important

in another, more immediately policy-relevant mamner. The researchers
posit that adequacy of understanding of the program — especially accurate
perception of marginal tax rates will be one of the crucial factors
differentiating short-term and long~term adjustments to a GAI. Thus

it is anticipated that careful study of the effecis of perception-
misperception of marginal tax rates will (along with findings pertaining
to the time-horizon effect, from the Seattle~Denver experiments, and
along with the analysis of youth responses indicated below) allow more
accurate estimation of the long-run effects of GAI on labour supply.

Regarding analysis of time horizon effects in the Seattle-Denver
experiment see: M. Kurz and R,G. Spiegelman, "The Design of the

Seattle and Denver Income Maintenance Experiments", Stanford Research
Institute, 1972, For a related discussion of short-term and long~term
effects of income maintenance experiments see Atkinson et al., pp. 50-52,
and 214-229,
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ﬁé therefore to the development of policy recommendations in this area).
3 Therefore, special emphasis will be given to these and related
%é . | problems in the specification and collection of data, and in the

analysis of labour supply effects.

@é A second area for attention will be retirement decislons and

retirement orientations. Questions regarding retirement behaviour

are clearly significant for appraisal of GAI: *"Will a GAI speed up the

trend towards early retirement?" '"What will be the macro-economic

implications of increased tendency towards earlier individual retirement?"
To address these questions, a special effort wiil be made in the
experiment to assess retirement orientations and retirement behaviour.
Because mounting of an experimental module expliecitly focused on
retirement is not viewed as édvantageous at this time, this effort will
be focused primarily upon: (1) the study of attitudes towards retirement
in each module of the experiment; and (2) the explicit study of retire-
ment behaviour in the saturation module of the experiment. Re—

tirement behaviour can be assessed among a significant group of
near-retirement—age (55-64) persons in the saturation community. About
1000 persons are in this group. Their behaviour will be carefully
monitored and compared to control populations so that we may estimate

the effects if any which a GAT might have on retirement.

A third area for analysis will be the response of young people
to GAI. Again, as with retirement decisions, it is not thought desir-
able at this time to mount an experimental module dealing specifically
with the responses of young people to GAI. Yet the questions of interest
here are similarly compelling: Will young people, who have in most cases
little or no work history or work experience, respond to GAI in the same
manner as more general populations? Or will their responses be very
different, and perhaps indicative of major shifts in popular responses
to a universal GAT which might be expected among new cohorts of young
adults? Analysis of the response of young people to GAI may give
us clearer understanding of the probable long-run changes which might
occur in labour supply and productivity. Therefore, a special study will
also be made of the effects of GAI on labour supply, entry into the work

force, and work-related values and attitudes, for young people resident

in the saturation site. It is estimated that about 1800 young persons

(ages 14 to 21) reside in the saturation site, so that an adequate

supply of subjects for such an analysis is c¢learly available,




A fourth area for analysis will concern the possible effects
of GAT on work-related values and attitudes. We will be concerned,
for example, with the effects of GAT upon such factors as: job
satisfaction; occupational aspirations; the value which individuals
place on work per sej and attitudes towards the receipt of government
transfers such as social assistance or GAI, It seems reasonable to
posit that effects of a GATI on work related attitudes and values will

be evident before corresponding effects on actual labour supply. This

" seems reasonable inasmuch as theorists generally anticipate that

predispositions will usually change before behaviour, and inasmuch .

as social/contractual constraints limit the rate at which individuals

may adjust their labour supply. A related argument is'presented'by
James Morgan in his discussion of income maintenance experiments,
ég There Morgan outlines a éimple behaviour-sequence model of the '

following form

Change in Awareness Interpretation Behavioral Resulting changes
the rules—y and —s and attitude -—-» changes —» in earnings or
Credibility response birth rate

"and comments that it would be a mistake

‘to foeus on the mechanies of the rules {the levels of
support and marginal tax rates) at one end and the
ultimate outcome in work or pregnancy at the other, to

the neglect of the intervening varisbles. There are two
main reasons why this is a mistake. TFirst,the inter-
mediate changes occur earlier in time, and second, they
are less subject to the distorting influences of outside
events. It is possible for a family given better economic
security to start using family planning and to look harder
for work, but the first methods they may try may not work,
or the job markel may deteriorate for their particular
skills or location. And change in work effort will not
correlate perfectly with change in earnings, so finding
that their behaviour has changed is really more convincing
than the finding that thsy are earning more, or less, or
having children or not.

8 James Morgan,"Discussion of 'Current Status of Income Maintenance
Experiments'®, American Economic Review (May, 1971).

E 9 Morgan, op, cit,, pp. 39-40.
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Thus a special effort will be made to monitor rates of
change on key psychological dimensions which underlie much of the
labour supply decision-making process. This will be important
input to the study of individusl and family decision-making
procesées outlined above, and alsc an important check on
inferences to be made regarding short-term and long-term

adjustments to a GAI.

B, Secondary Research Foci

1. Geographic Mobility

A prime concern of policy makers in appraisiﬁg
Guaranteed Annual Income will be its effect upon mobility patterns,
particularly any effects of GAI on rural out-migration and '
provincial out-migration. Will a GAI hasten the trend towards
relative depopulation of rural farm areas? Or will a GAI enhance
the "stay option", encouraging individuals and families to stay in
such areas? 10 The likely answers to these questions are not clear.
On the one hand a GAI might hasten rural depopulation by providing
security against short—term financial hardships normally involved
in significant moves. On the other hand, a GAI might, (through
its general redistributional effect, and through the security
guaranteed to individuals and families against cyclical income
disruption), diminish the relative attraction of urban settings, and
thus diminish rural out-migration., Bomner's comment on anticipated
general migratory tendencies of the poor under an income maintenance
programme is similar:

Expected changes in the propensity to migrate in the
event of a national income maintenance program are not
entirely clear. On the one hand, it is conceivable that
the availability of subsistence income in their present
area of residence may permit some residents to stay who
might otherwise have migrated. This would appear to be a
logical reaction on the part of large families, where
income transfers may be relatively significant and for
which migration can be especially onerous. It may also be

the reaction of certain population groups who labour under
a kind of 'place inertia' ....

10 For related discussions see: M,V. George, Internal Migration in
Canada, Dominion Bureau of Statistics, 1970; Damlan Hannan, Rural
Exodus: a study of the forces influencing the large-scale
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On the other hand, the availability of a subsistence
income, without reference to residence, could permit
migration which otherwise would not take place. It might
happen that those members of high-propensity-to-migrate
cohorts ... who would not ordinarily choose to migrate
would, upon assurance of a reasonably steady income ...
decide to emulate those more 'adventurous' members of the
cohort so long as a lesser risk of failure would attend
their migration. Also, increased return migration appears
plausible, particularly if the initial move was less than
successful economically and ties to the old community
remain strong. (pp 160-161).

To estimate the character of effects of GAI on rural-urban
and out-of-province migration, a special analysis of mobility behaviour
and orientations will be mounted in the saturation modulé of the
experiment. Rates of migration and mobility orientations will be
carefully studied in the saturation community and the main cantrol

comunity. u

Rates of migration will alsc be compared at the
aggregate level for the saturation community and other areas of the
province using time-series data available from the Manitoba Health
Services Commission data bank. |
The study of mobility patterns in the dispersed module will,
because of the essentially urban character of the sample studied,
focus upon patterns of migration to other cities in Manitoba and other
provinces. '
These analyses will require careful attention to factors
which demographers have noted as affecting migration, among them:
factors associated with the area migrated from {push factors); factors
associated with the area migrated to (pull factors); factors

representing obstacles to movements between points; and personal

. factors which may heighten or suppress the tendency to migrate or

otherwise mediate push and pull factors.

L.

10 migration of Irish rural Youth, London, 1970; Ernest Bonner,
"The influence of a National Income Maintenance Program on
Migration of the Poor", in L.L. Orr et al., (eds.) Income
Maintenance: TInterdisciplinary Approaches to Research, Markham,
1971, and M.C, Barth, "Migration and Income Maintenance",
Technical Studies, the President's Commission on Income Maintenance
Programs, Washington, 1970. .

11 Attention will have to be paid to migration from the rural to the
town component of the saturation site, as well as to migration
from the saturation community to larger urban areas.

12 See Bonner, op. cit., for a related discussion,
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2., Family Behaviour
Effects of GAI on family behaviour are of interest to the

experiment for two reasons. First, because a GAI is structured to

Boes  Boms

deliver differing guarantees to families of different sige, it is reason-
able to suppose that these guarantees will (to the extent that they re-

present subjectively significant differences) have some effects on family

formation and family disintegration. Such family effects are of immed-
jate interest because of their direct implications for program cost. If,
for example, a GAI resulted in large-scale "splitting" of families this
would result in noteworthy cost increases, because of the somewhat higher
per. ¢ aEita guarantees usually set for smaller family units.13 Similarly,
a tendency for GAI to accelerate family formation and suppress famlly

B Boew G

"gplitting” would have obviocusly favourable cost implications.

Our second concern relates to the social cost implications of

-

effects of GAI on family life. We anticipate that policy makers will reg-
ulre a firm fix on the question as to whether or not effects of the GAI

on families will be favourable, benlgn or harmful before a universal pro-

[

gram could be considered, Therefore, this question will be approached from

a number of perspectives. Here, key questions of the following sort

concern us: "What are the effects of GAI upon family stability and family
splitting?" "How does GAI affect levels of family integration-disintegration?®

"How does GAI affect harmony within families?" “How does GAI affect

family déecision-making patterns regarding expenditures, work effort and

other matters?"
Allocation of money within a family (by whom and to whom and

for what pgrpose) has long been recognized as a major source of conflict.

13.To estimate the impact of family splitting on transfer payments, both
economic family and census family definitions were used. Using a standard
set of guarantees, a 67% tax, and an income distribution suitable for
rural Manitoba, we found that family splitting could possibly increase

the per capita annual transfer payment cost from $105.50 to as much as

$133.50.

While we anticipate that our design of support levels and admini-
strative regulations will minimize these effects, the extent to which these
measures are effective can only be appraised in the light of behavioural
responses to the experiment.

J

B
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Further, it has been noted above that such intra~family allocation of
money will be of considerable interest vis a vis determination of

labour supply responses, For this reason, particular attention will be

paid to matters of intra-family income distribution, and any redistrib-
utional effects of GAI within families.

‘ These and related behavioural responses among families inclw
uded in the experiment will be closely monitored to determine what if
any effects may be attributed to GAI. Primarily, this will be done
using data collected in the periodic surveys, but some reliance will
also be placed on community level data collected in both experimental
sites.

3, Community Involvement and Participation

- . Effects of GAT on community involvement and participation pres-—
ent an additional important area for analysis. Considerable research has
suggested that moderate to high levels of citizen involvement are essential

for the effective functioning of the political syst.em.1£F

In a broader
sense, involvement in community decision-making and activities has become a

key goal of governments attempting to minimize impersonalized decision

making in our society. It would appear in fact that community involvement
and participation have over the past few years gradually emerged as social in-
dicators of considerable importance, Effects of any soclal program on these

\ 3
phenomena are therefore of interest.

Good reasons exist, however, for expecting an impact of GAI in
particular on levels of community involvement. Most importantly, a wealth

of behavioural research has illustrated over the past few decades that

income patierns are closely related to levels of social participation. This

research has shown that when community participation and involvement are

quantified for a population, the statistical distribution of participation

for that population will be almost perfectly described by the previously—

established income distribution for that population. Generally speaking

14. TFor a review of this research see: Carol Pateman, Political Partieipation,
Cambridge University Press, 1971.
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| political and social involvement (and especially effective involvement )

are the province of those who are better off, and are denied to the
poor,

It follows that a GAI, because of its effects upon overall
levels of well-being and income distribution, may have noteworthy effects
upon the level, style and distribution of social participation. It is
important, therefore, that we assess effects of the GAI on the distribution

of both amounts and kinds of participation within the various strata of

our society (by whatever criterion one chooses to stratify). This means
that pre~treatment and post-treatment assessments of community related
behaviour will be essential, In quantification of involvement careful
attention must be paid to the task of achieving accurate measurement.
That is, indicators must be relevant to the site, they must be concrete,
and we must have knowledge of the individual's state of awareness with
regard to possible options., To this end, data collected on participation
opportunities of both experimental sites will be used as a factual basis
for the formation of indicators.

Analysis of effects of GAI on commnity involvement will be
focused upon the following research questions: "Does GAI have any sign-
ificant impact on political and social participation?" "Does GAI have
any significant effect on modes of participation as they vary across
inbome groups?" "Does GAI significantly affect positive evaluations of
the community and the political system?' Answers to these questions —
and a clear appraisal of their implications for the public interest —
are essential if policy makers are to design an income maintenance
system which has meximally favourable effects on the structure of social

participation and the political system itself.

L. Individual Self Development

Individual self development is of noteworthy interest primar—

ily because of the anticipated impact of GAI on human capital investment,

and upon important personal perspectives pertinent to the determination



of labour supply. These include such factors as occupational and
mobility aspirations, orientations towards job training and educat-
ional investment, and feelings of competence and self-worth. Each

of these (and similar phenomena) can be viewed as important in the
overall determination of the individual's relation to the labour mar-
ket. But such phenomena also describe important effects of poverty
in general. The chronically poor are usually described in terms of
just such dimensions, as lacking in aspirations or possibilities, as
disinclined to risk valuable resources on ventures such as job train-
ing or education, as directed by feelings of helplessness and incompet-
ence and a socially defined role as inadequate. ,

The latter effects represent one of the major areas, in fact,
where a positive impact of a GAI is expected by its proponents. Stigma-
tization of the poor, it is argued, can be minimized or resolved under
a universal GAI, whereas the impact of current welfare systems on indiv-
iduals can only be destructive — both in terms of impact on the indiv-
idual and in terms of social cost., It is hoped that the validity of this
claim will be clarified by the experiment.

Testing for effects of GAI on such aspects of individual self

development will therefore be a major objective of the experiment,

Individuals in each site will be surveyed in accordance with this interest.

5, Demand for Social Services and Community Economic
Effects

Good reasons exist for anticipating significant effects of
GAT upon the level of demand for, and use of, social services such as
day care, counselling, medical and dental and other health care, legal
services, etc. Mainly this is because increases in disposable income
among the poor may increase their exposure to information and capability
to seek and demand such services. The probability of substantial shiftis
in demand patterns will be evaluated through appraisal of community level
data (in £he saturation site) as well as through periodic surveys. The

policy significance of any large-scale community economic effects of

23
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GAI are obvious. The major operation here, of course, involves work
effort; however, there are a cluster of other possible effects such as
the impact on consumer demand, wages, prices and inflation which,
while they are more difficult to measure, are still critical. The
Project will monitor a range of possible changes (see Section V)

and will seek to develop hypotheses about the relationship between

GAT and specific communilty effects. We anticipate that there will be
substantial and continuing public concern about the community economic
effects of a GAI; therefore, the analysis of these factors is also
necessary as a means of meeting public desires for comprehensive

information about the economic consequences of the program.
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6. Administrative Parameters

The primary sourcé of uncertainty about the cost of a univ-
ersal guaranteed annual income program derives from the unknown impact
of guaranteed income on labour supply; the greater the decline in family
earned income, the greater the cost of transfer payments., However,
there is an area of concern which has cost implications of potentially
similar magnitude, as well as touching on the question of the practical
feasibility of a guaranteed income: the accuracy of the periodic self-

reporting of income. oTheréfofe,:we;p;opggg}tq make four related. admini-:

~strativeJVariables-tbe;$ecqndﬁsat;offprimafY‘response;foci. These are:

‘1. Ificome  reporting form
a, simple
b. complex

2+ Frequency of reporting
a. four weeks
“b. twelve weeks

.3+ Documentation’ of income

a. nil
b, basic
c. full

L. Audit type
a, random
b. targeted

The basic problem is not simply one of deliberate under-report—
ing. The average low income person has commonly obtained what formal
education he has in an inferior school. Further, the incomes of the poor
are frequently characterized by great monthly fluectuations. Others,
with higher education and perhaps a more even flow of income, face a less
challenging task when filling out their monthly income reporting forms.
Conceivably this could result in systematic under- or over-payments to
particular groups of filers. We wish not only to learn something about

the extent of systematic misreporting, but also something about the major

-contribﬁting factors, such as education, so that appropriate measures can
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be developed.
This approach does not distinguish between deliberate and un-

intentional misreporting; we do not believe this to be the most sign-

ificant distinction to be made. Under-reporting, of whatever motivation,

still increases costs, and administrative mechanisms must be developed
to counter this, Over—reporting, and thus under—payment, is a distinct
problem which must be dealt with using a different strategy.

In order to avoid any confounding of the labour supply analysis
in the dispersed site, the administrative variations will be limited
primarily to recipients in the saturation mode. Following is a more

detailed description of the rationale for including such variations.

~a. Income Heporting

i, To what extent is the accuracy of income reporting
a function of the length and complexity of the income reporting form?
To generate data on this question a small, randomly drawn subsample of
recipients will be selected at the time of enrollment to receive a more
complex income reporting form. The experiment will commence with a
periodic interview, and will coincide with a series of interviews. In
these, persons regeiving the more complex form and a sample using the
standard form will be asked a set of specific questions designed to
measure the accuracy of their income reports. The income reporting
aceuracy from these groups will be compared to determine the correlations
between accuracy and form type. The length of this experiment will pro-
bably be one year.

' ii. A similar experiment will be undertaken with a
twelve week (as opposed to the standard four week) income reporting
period. This will test the effect of recall time on reporting.

iii. Documentation of gross earned income, in the form

of pay stubs, will normally be required. However, a small subsample will
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" be allowed to claim payments without such supporting evidence (testing

whether reliance on the comparison of income data with that reported
to National Revenue etc. is sufficient). A second group will be

_ required to present more elaborate documentation of income and expenses.

The same interview and analysis strategy as described above will

be used to determine the impact of increased, and nil documentation on

reporting accuracy.

iv. Because of the typical irregularity of their
income over time, the variety of its sources, the general difficulty
of labour supply and income measurement associated with those who do not
work a fixed number of hours for specified wages, and the increased
opportunities for under-reporting, the self-employed will be over-repres-
ented in éhese experiments. The subsample required to =end in extended
documentation on business operations and claimed losses that affect
monthly payments will be drawn from here. '

' ‘ v. We also will experiment with randomized and
targeted audits, and compare the rate of misreporting detected by each.
[Tt should be emphasized that the potential cost of misreporting could
well be the difference between a manageable program and a nightmare].
The frequency of auditing, as well as variations in the accounting pro-

cedures employed, will be examined,

" b. Interaction Effects

A question of major policy importance is the effectiveness
of various combinations of administrative procedures. For example,
what is the accuracy loss with a three month reporting period, a complex
reporting form and heavy documentation, relative to a four week reporting
period, the standard report form and nil or standard documentation. We
will test for interaction effects between the administrative variables,
e.g. combining standard documentation with both the simple and complex
income reporting form, over both the four week and twelve week reporting

periods.



28

¢. Administrative Cost

Each of the above administrative procedures (and the various
possible combinations) will be analyzed to determine the per capita cost.
From this it should be possible to develop an administrative system which
is not only-optimal from the viewpoint of informational accuracy and
behavioural impact, but also in terms of costf



ITI, DESIGN OF THE MANITOBA GAT EXPERIMENT

gg A, Overview of the Experimental Design
Social experimentation must be undertaken with a view towards

achieving maximal policy relevance, while maintaining optimal methodol-
ogical rigour, For this reason, the Manitoba Minimun Annual Income Project

encompasses two experimental modules, each of which extends the scope of

the project's policy relevance, and improveé the methodological rigour of
the experiment. The two modules are: (1) a dispersed sample test of the

impact of various specific program parameters on individuals and families;
and (2) a saturation community study of the impact of GAT on individuals and
families., Since the two modules are complementary, it is important to outline

both their unique and common characteristics with some care.

1, Overvliew of the Dispersed Sample Module
“The dispersed sample module is similar to income maintenance

experimenté which have been fielded in the United States, in New Jersey-
Pennsylvardia, North Carolina-Jowa, Gary, and Seattle-Denver. As such,
it is a "controlled experiment", modelled after the pure experiment of
the laboratory sciences. At the same time it is a type of field exper-
iment, since it is conducted in the real world. Certain manipulations,
however, (most importantly, the degree of imposed dispersion which isolates
program recipients from one another in a larger population which is un-
aware of and ineligible for GAI benefits) gives the dispersed sample
experiment a more artificial character than can be attributed to the
saturation module discussed below.

The dispersed sample experiment involves the following:

4, testing of seven financial treatments, FEach treat-
ment involves a different combination of GAI support levels (the amount
guaranteed to an individual or family having no other source of income)
and GAI tax or offset rates (the rate at which GAI benefits are reduced
as other income increases);

b. selection of subjects {to be assigned to different

financial treatment and control groups) from a large population to which
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one wishes to generalize. (This will be the population of Metropol-
jtan Winnipeg and the rural area immediately surrounding it); and

¢. assessment of behavioural responses of subjects
on such key dimensions as: labour supply, family behaviour, migration,
self-development, and community participation.

Knowledge regarding behavioural responses provides policy
makers with more precise guidelines for setting parameters of a univ-
ersal GAI so that it will achieve maximal intended effects with minimal
undesirable effects. Thus it is crucial, for example, that the experimen£

determine whether and how a GAI can be implemented without creating un-

acceptable levels of work disincentive ~- a goal that can only be satisfied

if a range of policy recommendations regarding appropriate support-level/
tax-level combinations can be derived from the research. At the same time,
it is important that our understanding of the effects of varying tax-
level/support-level combinations on social behaviour be articulated in such
a way that the potential of such treatments for creating secondary (aside
from work &isincentive) economic and social costs is well understood.
These considerations taken together with a desire to generalize to larger
populations, lead directly to the conclusion that the overall experiment
must rely heavily on a dispersed sample module.

A natural consequence of random selection and random assignment
of a small number of subjects from a large population area is that part-

icipants in the program are likely to be largely unaware of and unknown to

‘other program participants. 1In almost all cases, GAI recipients will

contimue to move in a social world where neighbours, friends and relatives
are not eligible for GAI benefits. l

It is this relative isolation of subjects from one another which

.makes it possible to vary treatments within the dispersed module, but at

the same time, this relative isolation creates a social environment quite

30

unlike that which would obtain under a universal program., This artificiality

of the social setting in which GAI benefits are introduced reflects the
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major weakness of the otherwise extraordinarily sound experimental
design of the dispersed module. Internal validity and control are
largely guaranteed by an elaborate design; external validity is un-
clear, however, because of the artificial environment (and demands)
created by the dispersed experiment.1 [Somewhat more correctly we

may state that the dispersed experiment has not altered the total
environment as would be the case in the real world where a universal
GAI were being implemented.] It is important that the saturation
experiment offsets certain of these weaknesses, so that the two modules

taken together allow for an optimally generalizable experiment.

- 2, Overview of the Saturation Experiment

The saturation experiment involves selection of an entire
community and the surrounding rural area, and introduction of a
universal GAI for members of that community. Although a control
community'will also be studied (providing a control group for the
saturation experiment {see III.C.h. below)) the saturation study is
methodologically distinct from the more pure experiment of the dispersed
sample. It is an elegant field experiment — one which can provide
important input into the decision-making process regarding GAI soclal-
behavioural effects and GAI administrative feasibility which probably
could not be derived from the more artificial environment of the dispersed
module.

The major departures of the saturation module from the dispersed
model are as follows. First, in the saturation experiment only one tax
rate and one support level are utilized. This is Because program recipients
are highly visible to one another and to non-recipients in the saturation

site. A second major difference is the mode of extension of eligibility

1. Generalizability to a larger referent population can be assured by
adequabe attention to (stratified) random sampling. The question of
generalizability from the experimental mode to the real world is much less
clear. TFor related discussions, see: D.T. Campbell and J.C. Stanley,
Experimental and Quasi-Experimental Designs for Research, Rand McNally,
19633 N. Friedman, The Social Nature of Psychological Research: The
Psychological Fxperiment as a Social Interaction, Basic Books, 19675 and
K. Rosenthal, Experimenter Bifects in Behavioural Research, Appleton-
Century-Crofts, 1966.
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within the saturation experiment. Every family or individual who res-
ides2 within the saturation community is eligible for GAI, with actual
benefits payable only to families or individua15 with income below the
break—-even point.3 It is important to remember then, that all members
of the saturation community are potentially eligible for GAI, and all
are considered treatment subjects in the overall appraisal of the exper—
imental design. Therefore, any control subjects must be taken from one
or more communities outside of the saturation site,

These departures from the model of the dispersed experimént are
necessary for an effective saturation experiment, In such a setting, the
need for horizontal equity of treatment for all community members is high-—
ly important. More important, the use of a single set of program parameters
is essential to focus commmnity attention on, and to allow experimenters

to be able to attribute any reactions to, a single GAI program.h The

‘crucial advantage of the saturation experiment is that it allows for a

more natural emergence of responses to the GAI — primarily because of
the interaction of a single GAI program with the total social network of
the community. Where social interaction is relatively open, and where
exposure to GAI becomes a shared, community experience, it seems likely
that responses will more clearly resemble those to be obtained under a
universal program. This seems likely as regards individual behavioural
responses (such as those relating to labour supply), and such matters as

rent and wage changes, and as regards general questions of administrative

2. See Section III.C.5. below for a discussion of residence and the treat-
ment of residence requirements.

3. The only exception to this rule is that individuals who are permanently
institutionalized will not be eligible for GAT benefits. OSuch persons may,
however, be dependent members of families which are eligible. See Section
VIII for a discussion of the definition of income. This designation of
eligibility criteria is generally consistent with the experimental eligib-
ility rules set forth by Atkinson et al., A Programme of Experimentation
for Evaluating Income Maintenance Policy in Canada, pp. 66-6"7.

L. Atkinson et al., op. cit., pp. 193-194.
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feasibility.5 Only where GAIL can be subjected to, and respond to the
needs, demands and criticisms of an entire community, can we begin to
determine the degree to which GAI is administratively feasible and pub-
lically acceptable., Such an "acid test" is clearly not encompassed

by a dispersed sample experiment.

3, Interconnections between the Dispersed and Saturation
Modules of the Experiment

The major hypothesis underlying our connection of the dispersed
and saturation modules of the experiment is that Behavioural responses
in the saturation module will be intensified by social interaction, peer
group influence, and the altered administrative operations of a "universal
type" GAI program. To facilitate the testing of this hypothesis, equivalent

treatments must be utilized in the saturation module and in a portion of the

dispersed module. For this reason, tax and support levels in the saturation

module will be identical to one financial treatment cell of the dispersed
experiment implemented in Meﬁropolitan Winnipeg. Thus the design allows
for direct comparisons between treatment subjects in the ‘saturation module,
and subjects assigned to the corresponding treatment cell of the (Winnipeg)
dispersed module.s Additionally, development of comparisons between sat-
uration and dispersed module effects requires the implementation of more
stringent control procedures, with a two-component control group developed
in the control community. In the first instance, this will consist of a
control group matched on key social and economic characterigtics to the
treatment group located in the saturation community. In the second case,
we have a ttreatment group which serves from a methodological point of
view as a control group on effects of saturation-dispersion (see Section

III.C.A. for a more elaborate discussion of these two controllgroups).

5. Certain administrative experiments will be undertaken in the saturation

site which could not be undertaken in a dispersed sample experiment. A
major administrative experiment to be implemented in the saturation module
will deal with mode of enrollment (see ITI,C.6. below). Other experiments
dealing with payments and with field operations.are to be developed between
now and the proposed implementation date (but see Section IL,C, for an
overview of these).
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These two control groups are to be established within a community
which is designated as the main control community. Together, these

two control operations allow for highly effective integration of res-

~ults from the two experimental modules.

Making comparisons between the two experimental modules also
requires that survey and related data collection procedures for each be
as similar as possible. For this reason, the focus on labour supply will
be identical in each module, and roughly equivalent attention will be
focused upon related behavioural responses. It is obvious that the
saturation module allows measurement of aggregate& gocial and economic
effects of the GAI which could not be obtained in a dispersed sample

experiment. It is obvious as well, that the saturation module provides

an excellent opportunity to observe the effects of GAL on the "microcosm"

“of society found in any complete community and its environs. These opp-

ortunities will, of course, be exploited to the fullest extent and their
treatment is explicit in the design of the experiment as a whole. Aside
from a concern with aggregated effects, however, and aside from a somewhat
heightened concern with administr.tive experimentation in the saturation
module (it should be noted, however, that some administrative testing will

be undertaken in the dispersed module as well) the two modules of the

experiment share common treatments, common data collection procedures and

common research foci.

},. Duration of the Experiment

Determining the duration of the experiment is an important step
in development of the design, since the apparent permanence or impermanence
of the experimental program will determine the nature of behavioural res-
ponses. More importantly, we can say with fair confidence that the ideal
experiment should have a duration approximating that of a universal program
if our inferences regarding the effects of a universal program are to be
reliable. This caution is pertinent both to analyses of labour supply
responses and social-behavioural responses to a GAI. The implications of

this issue are outlined by Atkinson et al.:
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In describing the U.S. income maintenance experiments,

we argued that the validity of the results generated by

them could be seriously questioned because of the lim-

- ited duration of those experiments. Experimental treat-

ég ments which are clearly perceived as temporary, as the
NIT treatments were, will produce a reaction that may be

quite different than that following the introduction of

a permanent program. In particular, the behavioural

responses of the recipients would, in most cases, be

more conservative when the program was considered temp-

orary. We would not expect a recipient to withdraw from

a low paying but secure job when he or she knew that they

will be left without the NIT guarantee.in less than three

years. The net effect of the bias produced by the short-

term experiments would be to overestimate the work effort

response of the population and underestimate the cost of

a national or provincial program,b

A similar view is presented by designers of the Seattle-Denver income
maintenance  experiment. '

Milton Friedman, among others, has hypothesized that res-
ponses to transitory income differ from those to so-called
permanent income with regard to effects on consumption. He
theorizes that transitory income will be mostly saved. In
terms of work response, it may be anticipated that an inc-
rease in transitory nonwork income will have less of an eff-
ect on an individual's work effort than a similar increase
in permanent income because of the expectation that, when
payments cease, the individual will have to return to work.
The risks associated with leaving a job in terms of ability
to return, loss of seniority, and loss of efficiency will
all influence his decision. Also, there may be an inter—
action between the effects of transitory income on consump-
tion and on work effort. If a person tends to save transi-
tory income and tends to regard earnings from work as being
correlated with the maintenance of his standard of living,

- then he will be less likely to reduce work effort on the
{ég receipt of transitory income.?

6. Atkinson et al., op. cit., p. 214. See Charles Metcalf, "Making
Inferences from Controlled Income Maintenance Experiments', mimeo,
University of Wisconsin, September 1971, for a related discussion of
this problem.

7. M, Kurz and R, G, Spiegelman, "The Design of the Seattle and Denver
Income Maintenance txperiments', Stanford Research Institute, May, 1972,
p. 10. ‘
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Determination of an ideal length for the Manitoba experi-
ment is complicated by the linking of our two modes of experimentation -
saturation and dispersed. It seems probable that the ideal duration for
each kind of module can be determined independently, and that the length
of saturation experiment (because it must treat an entire commmity,
and because it allows for the appraisal of macro—level effects as well
as micro-level effects) should be somewhat greater than the length of the
dispersed experiment. The two modules are closely linked together in our
experiment, however. Comparison of saturation and dispersed experimental-
results requires a similar duration for each module.

We have settled upon three full years of payments exclu31ve of
start-up and shut—down as optimal from the point of view of policy and
experimental demands. Manitoba has indicated a strong interest in early
appraisal of experimental outcomes, which position argues for a shorter
duration. There is a consensus, however, among those conducting income
maintenance experiments that three years represents an absolute minimum
duration for deriving adequate generalizations., Therefore a-period of
three years of operations after the program reaches full enrollment is
envisioned, followed by a period of phasing-out (see Section III.E.
below). This decision does not, however, resolve the question as to how
a particular limited duration of the experiment will affect the power of
generalizatioﬁs.

Designers of the Seattle-Denver experiment provide an excellent
solution to the problem, by building duration of the experiment into the
Seattle-Denver experiment as a particular treatment factor. As the
designers suggest:

The "long run" may be too long to evaluate during the life
of any reasonable experiment. The alternative to directly
measuring responses over the long run is to evaluate the
effect of the pure time dimension on the responses of
families. Therefore, the length of the experimental
guarantee is to be regarded as a treatment variable.

Some families will be placed on three-year programs,

while others are on identical programs for five years.
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The families will be told at the beginning of the exper—~
iment the length of the guaranteed payment period. We
will estimate the difference in response as a function

of the difference in program length. On the basis of

such an estimate, we hope to be able to extrapolate the
results to provide an estimate of the long term response.8

While the validity of certain details of this method are unclear (it
is uncertain, for example, whether a test for linear effects only, as
allowed by the two-duration treatment, is suitable for determining
the effects of time), it presen£s in general a sophisticated response
to the problem posed. _ '

Only implementation of a variable duration treatmenﬁ such
as that utilized in the Seattle-Denver experiments can resolve this
question, but such a treatment (unless limited to small samples)
complicates the experiment considerably., This is a matter of utmost
importance to the overall validity of the experiment. Therefore we
propose to examine the results of the Seattle-Denver time-horizon
treatment as they become available, in order to determine their impl-
ications for the experimental design set forth below, This will not,
howéver, result in modification of the basic proposed duration set

forth above,

B. Design of the Digpersed Module of the Experiment

1. Purpose of the Dispersed Module
The primary purpose of the dispersed module of the experiment
is to test the impact of GAI on labour supply and related behavioural

responses, and to test the particular effects of varied financial treat-—

ments, For this reason it is necessary to utilize a policy-relevant set
of GAI support levels and GAI tax rates, and to test their general and
specific effects on a representative sample of the population'thought
iikely to be affected by GAI.

The broader population to be generalized to is the population of

the Province of Manitoba., To maximize generalizability while simultaneously

8., KXurz and Spiegelman, op. cit., p. 12.
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maximizing administrative economies, however, the dispersed module

of the experiment is focused upon Metropolitan Winnipeg and its rural
environs. Thus, in the immediate sense, the dispersed quule will

allow generalizations to the Winnipeg area only; this allows infer—
ences regarding 55% of the Province's population. This geographic

focus is settled upon as best complementing the focus of the saturation
module. At the same time, the dispersed module encompasses an additional
subsample of rural families to further complement the saturation module.
Together, it is anticipated that the dispersed module and the saturation
module (including the subjects residing in the main control community)

will allow for confident generalizations regarding the population of the

Province as a whole.

2, Financial Treatments in the Dispersed Module

To achieve maximal policy relevance, the dispersed sample
experiment will utilize three tax rates, and three support levels
(expressed as a percentage of the "poverty line"lo). Together these will

1 r

comprise seven distinct financial treatments. They are illustrated in

9. Atkinson et al., op. cit., argue for a stratified random sample of an
entire Province in their discussion of their "core" experiment. They take
this position primarily because of concerns with variations in response to
GAT across different labour markets, The design set forth here, however,
does not attempt to encompass the relatlvely expensive task of explicitly
studying the effects of variation in demand for labour (although labour
market effects will be monitored). This difference, along with a desire
to achieve administrative economies, has favoured selection of a smaller

geographic area as the site for the dispersed sample module of the experiment.

10, This is a modification of the Senate Committee's poverty line. It is
adapted by the Senate Committee on Poverty from the Economic Council of
Canada, further adjusted by us for approximately A% annual increase in the
cost of living, and also adjusted to allow a somewhat different allocation
across family size, Support levels corresponding approximately to 50h, 65%
and 80% of the poverty line are $2,900, $3,700 and $4,500 respectively for
a family of four. {See Appendix A for detalls regarding support levels).
Poverty line income is given by family size below:

Unit Size Poverty line income (January, 1973)
$2645
$4512
$5134
$5757
$6379
$7002
$7621,
$82146

o=~ vl R
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Table III. 1.

Tablie ITI.1. Financial treatments of the Manitoba
Minismum Annual Income Project. Treatments to be
utilized are numbered 1 through 7.

Support level as aﬁproximate percentage
of adjusted poverty line

GAI tax rate - 508 65% IBQﬁ
35% 1 2

50% 3 b 5
65% 6 7

Three treatment and three tax levels are utilized because use
of three or more treatment levels for each program parameter can, in
principle, allow the extrapolation of non-linear relationships in the
development of policy recommendations.

Tt will be noted that tax rates and support levels tend to
cover a somewhat narrower range than similar experiments undertaken in
the United States., These tax levels and support levels were chosen to
bracket the areas thought to be.-of greatest interest to policy makers.
Tax rates which are examined vary from about the lowest rate imaginable
for a national GAI program to a high rate which is only slightly less
confiscatory than that, proposed by the Senate Committee on Poverty.il

Support levels also tend to bracket the area of greatest policy relevance,

inasmueh as current welfare rates both for Manitoba and the nation as a
whole tend to lie well to the centre or lower end of the range set off

by 50% and 80% of the poverty line,1? (See Appendix A for a clarification

11, The meaning of these tax rates is clarified in our discussion of mode
of integration of positive and negative taxes, Sectlon IIL,D. below.

12, Table 24 (p. 69) of the Senate Committee Report Poverty in Canada
presents data regarding welfare support levels by provinces, for a hypo-
thetical family of four persons. Although the rates presented do not in
each case include certain amounts which vary widely on a family to family
basis (e.g. rents), they are nonetheless illustrative. The rates noted
above for our treatments indicate support levels of $2,900, $3,700 and
$1,,500 respectively for our low, medium and high support level., No Province
provided general support levels higher than the $4,500 rate, and only New
Brunswick, Saskatchewan and British Columbia fell more than $200 below the
$2,900 support rate.
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of the calculation of support levels), This, of course, reflects

the view that (barring severe manipulation of the tax rate) it is

unlikely that any universal GAI would be implemented with support

levels significantly lower or significantly higher than current av-

erage welfare rates. Break-even levels (the point at which earned in-

come is such that GAI benefits cease) for each of seven financial
treatments for a family of four, are given in Table 1I1.2.
It will be noted that two cells are not used. These are
the high support level/35% tax cell, and the low support level/65%
tax cell. These are omitted in the experiment primarily because of their

[

marginal relevance for policy. The first case is discarded because it

is viewed as too generous to be politically or financially feasible,

With a $4,500 support level for a family of four and a 35% tax, GAI bene-
fits would be paid to a break-even point of $12,857 and such a program
could cover as much as 75% to 85% of the national population, The sec-

ond case is discarded because its low support level and high tax rate

render it too confiscatory. The break—even point for this cell is $4,461 .
making relevance of the treatment to income redistribution quite marg-
inal., Together, the seven treatments chosen allow for a careful exam-—
ination of the impact of variations in GATI tax and support levels. Not
.only is the design suitable for the detection of non-linear effects, it

is suitable for the detection of interaction effects as well.13

Table III.2, Break-even levels (B) for family

unit sigze 4, for the 7 treatment groups, where B = GAL support level

7 GAI tax rate
gé Support level as approximate percentage
of poverty line
3 GAT tax rate 504, 65% 80%
35% B = $8,286 B = $10,571
ﬁ 50 B - $5,800 B=$7,400 B = $9,000
65% B = $5,692 B = $6,923

13. For a related discussion of the several criteria guiding the design of
the financial treatments of the dispersed sample module, see Atkinson et al.,

¥ QE' ﬂ-}.o' ppo 61}«""76-
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3., The Assignment Process in the Dispersed Sample Experiment
An assignment model adapted from Conlisk and 1«\!&’1&1:53“L will be
used to determine the final allocation of experimental subjects among

the seven treatment cells and the control cells. It will have the foll-
owing characteristics. It minimizes the trace of a weighted covariance
matrix of a vector linear function of the coefficient vector in a regress—
ion model, subject to linear constraints. The weights are determined by
the priority which is given to bbtaining statistical significance for a
particular parameter. The assignment procedure can be viewed as a non-—
linear programming problem with a convex objective function.

Present computer programs permit an approximate solution to this
problem by first solving it as if the integer variables (number of families
in each cell) were real, then integerizing them using a rounding procedure.
Investigation of the possibility of obtaining an exact solution in terms
of integer variables by solving a sequence of integer linear programming
problems should be considered if the objective function appears to be
sensitive to the chosen rounding procedure.

Design of the assignment model for the Manitoba Project is not
yet complete. Nor has a computer program been adapted for it. To allow
an interim assignment across the seven treatment cells, the following sim-

plified model has been used. (These results will be displaced by final

results of the more complex assignment model as those results become avail-
able).

One-way analysis of variance [Conliék and Watts, page 152, for—
mila (10)] is used, which is a particular case of the model explicated in
Conlisk and Watts. .

The number of families assigned to a cell is:

a. proportional to the policy weight attached to the
financial treatment for this cell [in formula (10) of Conlisk and Watts,
this corresponds to Vﬁ;] and is _

b. dinversely prOportional to the square root of the
cost per year per family allocated to this cell.

14. Jomn Conlisk and Harold Watts, "A Model for Optimizing Experimental

Designs for Estimating Response Surfaces", 1969 Proceedings of the Social
Statistics Section, American Statistical Association.



Further constraints are that

a. the number of families corresponding to a cell (i.e.
a financial treatment) should be greater than, or equal to, 40, This
constraint is introduced in order to obtain sufficiently precise estim-
ates of the coefficients of the linear regression model relative to each
cell, and is derived from the assumption that the number of observations
in each’cell should be greater than or equal to 1.5 x the number of un—
known coefficients in the linear regression model.

b. the total number of families in the experimental
group is 600,

The following table presents policy weight assigned to each
of the seven financial treatments used in the experiment. The seven
policy weights add up to 100. When divided by 100, a policy weight
represents the estimated probability that the corresponding financial
treatment will be chosen for general application in a universal program,
relatively to the six other financial treatments.

Teble ITI.3. Policy weights assigned to the nine
possible financial treatments

Support level as approximate percentage
of adjusted poverty line

GAI tax rate 505 65% 80%
35% 10.5 8 0
50% 15 35 8
65% 0 13 105

The mean survey cost per famlily per year for a family of size
less than or equal to seven has been estimated at $189.7515 (no family of

15. The mean survey cost per family per year has been calculated in the
following way:

Let Si be the real survey cost per year for a family size i; 1 =
1’...,7! .

Assume that only families of size less than or equal to 7 would
be included in the survey.

We have, from Harvey (Ted Harvey, Intra-Project Memo, addressed
to Norval Campbell Manitoba Project, dated January 9, 1973, paragraph
number 7)

L2
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size eight or more would be included in the dispersed sample experiment ).
The mean transfer paymenits per family to be included in the

dispersed survey, per year, are given in the following table.

Table ITI.4. Average projected transfer payments per year
for each of seven financial treatments

Support level as approximate percentage
of adjusted poverty line

GAT tax rate 50% 65% 80%
35% $500 $1,100

50% $500 $1,000 $1,400
65% ' : $1,000 $1,500

15. (continued)

S1 = $129 55 = $210
32 = $174 X 86 = $225
83 = $182 87 = $246
Sh = $19

h

The proportions P, of families size i (among all families)
in Manitoba are for i = 1,.7.,7:

P, = 13.20 Py = 15.04
P, = 16.20 Pg= 970
P3 = 14.56 P7 = 5.48
P, = 19.08

The mean survey cost C per family per year is the welghted sum
of the S and is given by:

r\
x

Using the numerical values of P and S we find that the mean
survey cost per family per year is $189. 75



Tt is anticipated that average transfer payments will be slightly

Li

lower than those correspending to the New Jersey and RIME experiments

because we will be including as income, a return to net worth (see
Section VII.D. below).

Let ry be the policy weight for cell number i; 1 = 1,.0.,7.

(See numeration inTable IIT.1.) Let ;be the average transfer pay-—

" ment per year for cell i; i = 1,...,7 and let C be the mean survey

cost per family per year. The ri's are given by Table IIT.3. and the

T,'s by Table III.4., C = $189.75 .let Ci be the cost per year per
family allocated to cell i. We have

C_ :‘t': +C " \::!)...)‘7

-

Let n, for i = 1,++4,7 be the number of families to be assigned to cell

i, Prom conditions a. and b, we may write:

As
m, 4+ My +mM,+ -or+ng = 600

we obtain from (2)

(2)

@)

w7 (&)
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If some of the n,'s (say n, and n7) are lower than 40O we

would set nl and n7 to 40 and we would compute

the five remaining

numbers n, fgyecsy g by the formula (L) modified thus:

e — (600 -40 - 40) ; i=2,.6 (9
B - N m=6 :
NG <§E: 7.,
m=Z \Jc‘m

The ni's would be made integer so that the numbers assigned to all

of the cells would add up to 600. Applying this procedure the following
table is obtained in which the number corresponding to a given tax rate

and a given support level is the number of families which should be

assigned to that financial treatment.

Table I1I.5. Number of families per
in preliminary assignment

cell

Support level as approximate percentage

of adjusted poverty line

GAT tax rate 50% 65% 80%
35% 79 Ll

50% 113 200 40
65% | Th 50

L. Control Group in the Dispersed Module

A control group is used to determine the degree to which changes

in the treatment group can be attributed to chance or non-treatment effects

which are related spuriously to the period of treatment, or alternatively

to the impact of the experimental treaiments themselves. It is anticip-—

ated that the control group will be 2/3 the size of the treatment group.

Thus we have a major control group of N = 400.

This control group will



(1ike complementary control panels discussed in Section IV below) be
created as an integral part of the operation used for assignment of
subjects to the various financial treatments. In effect, indiv-
iduals should be assigned in an equivalent and random mammer to the
treatment and control groups. These two groﬁps should, therefore,
be as similar as possible before the experimental treatmenis are

applied.

5, Stratification Variables in the Dispersed Module

Both the treatment and control cell populations will be
stratified according to estimated normal income, family unit size,
and relation of members to the work force. This assigrment is treat-
ed as an integral component of the assignment model. In the first case,
normal income will be estimated using a regression model bhased on current
and historical income data and related family characteristics data.
Stratification by income will be designed to standardize pre-experimental
-income across treatment and control cells, with overall stratification
reflecting the national population distribution of income between $0

and 2.0 of the poverty line. A specific income cut-off will be adopted
for each treatment cell, as a function of the pertinent break-even level,
and structured to include a "reasonable' range of income above that level,
(See footnote 10 in this section for a discussion of the poverty line used
herein).

Regarding family unit size and relation to the work force, an
attempt will be made to apportion the dispersed module sample between:
(1) intact families (families having a husband and wife) where only one
person works; (2) intact families where both husband and wife work or
where there are other secondary earners; and (3) single individuals.
Presently it is anticipated that the overall allocation of subjects will
be as in Table IIT.6.

L6
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Table III.6. Stratification by family type
and relationship to work force

Percentage Number

1. dintact families with a 35% N = 210 treatment,
primary earner only _ 140 controls
2. intact families with , 35% N = 210 treatment,
primary and secondary 140 controls
earners
16

3. sgingle individuals

306 N

1t

180 treatment,
120 controls

A heavy weight (70%) has been assigned to intact families (families with
husbands and wives and (usually) with dependent children) because of the
dominant role such groups play in the work force. Within this group,

families with secondary earners have been heavily weighted, both because

- of the significant role of women in the labour force today, and because

of the more noticeable effects of GAI which might be predicted for
secondary earners on the basis of results of the New Jersey experiment.l7
Single individuals are given the relatively heavy weight of 30%, largely
because of the higher incidence of poverty among this group.
Stratification by income, family unit size, and relation of
members to the work force indicates, of course, our interest in concen-
trating our analysis of labour supply on a sample defined with respect
to these characteristics., We intend to pursue this further by studying
the behaviour of specific subgroups within our sample, categorized with
respect to the stratification variables, Further, we will examine the
behaviour of groups defined with reference to age, work history, occup-—

ation, previous welfare status, and ethnicity, although these factors

- will not define strata for purposes of the assignment process.

16. This can include persons with dependent children who are, however,
capable of being employed.

17. See Kershaw, op. cit.; Watts, op. cit.; Elesh et al., op. cit.
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6, FEligibility and FEnrollment in the Dispersed Module

Only individuals 18 or over and below 56 or families with
a head age 18 or over and below 56 will be eligible for initial enrcll-
ment in the dispersed medule of the experimenf,.18 Most of the subjects

will for the most part have incomes less than 2.5 of the adjusted
poverty line.

| Enrollment will be preceded by an extensive screening oper—
ation ineluding selection of target areas using on-site observation,
Manitoba Health Services Commission and Census data, a screening survey,
and a pre-enroliment survey. The screening survey is designed to identify
families suitable for assignment to the experiment., The pre~enrollment
survey will determine final eligibility for payments and will provide
baseline data for the sample assigned tc the treatment and control cells.
(See Section IV below for a more detailed discussion of these surveys).

Enroliment itself will be carried out in the following manner.19

Enrollment will be conducted by Project field personnel who have been
trained to explain each of the major features of the program.20 This
will be done in a personal interview —— preferably one where every adult

and every working member of the gi%en family is present. The field

18. Eligibility is restricted to individuals and families with heads under
age 56 primarily in order to prevent confounding of the experiment by retire-
ment of experimental subjects. Having a few individuals near retirement

age would confound the analysis of labour supply responses, while at the

same time a small number of such cases would provide an inadeguate basis

for generalizations regarding the effects of GAI in retirement decisions.

As we have noted elsewhere, more elaborate attention will be paid to retire-
ment behaviour in the saturation module.

19. This operation corresponds closely to enrollment procedures used in the
American income maintenance experiments. See, for example: David Kersghaw,
"Administrative Issues in Income Maintenance Experimentation", in Orr et al.,
(eds.) Income Maintenance, pp. 281-283; Rural Income Maintenance Experiment,
vJuly 1969 to July 1970, Annual Progress Report", pp. 34-50.

20, It is probable that an advance notice regarding selection of the part-
icipant family would be delivered by mall several days before appearance of
the field worker, and an appointment arranged by telephone. This should
ensure better co-operation and easier scheduling of enrollment interviews.




worker will (a) explain the general purpose of the program; (b)
attempt to enroll the family in the program; and, if the family
will let itself be enrolled, (c) present the family with its first
cheque, if any; (d) explain the family's benefits and responsibilities,
including their support level, tax rate, and the mode of income rep-
orting; and (e) work through sample operations of filling out income
report and other forms. _ |

Although direct contact of recipients with field personnel
is to be held to a minimum during the course of the experiment, it is
important that enrollment workers be capable and well t.rained.21
Because of its importance to the experiment, unusual care will be reg-

uired in the development of the enrollment operation.

C. Desiegn of the Saturation Module of the Experiment

1. Purpose of the Saturation Module

The primary purpose of the saturation experiment is to examine
the impact of GAI on the individuals and families of an entire community
and the surrounding rural area, for key research interests such as labour
supply, family behaviour, migration, self-development and community part-
icipation., At the same time, a saturation module provides a better opp-
ortunity than does the dispersed module to study the social effects of a
GAI, and some of the important macro-economic effects of GAT which, of
course, can only be studied in a saturation experiment. Thus the sat-
uration module serves to strengthen, in a consequential manner, the gener-
alizability of the dispersed sample module, while extending the capability
of the experiment to allow comment on the social-economic responses of

individuals as well as aggregated or macro-level effects. In this

21, Presently it is anticipated that enrollment workers will be drawn from
three sources: (a) regular Project field office personnel; (b) payments
personnel; and (where necessary) (c) interviewers, We should note that use
of interviewers is contingent upon satisfactory evidence that this is not

significantly contrary to the goal, outlined in Section IV.E., of separating

survey and administrative operations.

49



connection Atkinson et al,, argue:

We want to be able to assess as broadly as possible the
costs and benefits of the program and to do so requires an
analysis of its effects on the community, and the individual
in the community, as well as the isolated recipient family.
The behaviour of individuals is affected by the perceived
expectations and norms of others. The dispersed sample
experiments may have affected the expectations of the mem—
bers of recipient families but they left untouched those of
the recipients! friends, neighbours and community. We do
not know the relationship between an isolated individual's
response to an NIT program and his response to it in an
environment where his friends could alsoc be recipients and
where the community attitudes toward the program were well
developed. We might reasonably expect, for instance, to
see little change in the work effort of recipients in the
dispersed sample because all of their friends are still

" required to work when possible, reducing their availability
for leisure activities and increasing their hostility toward
someone who works less because of a guaranteed income. Once
the program is generally available both constraints will be
removed and the work effort response will probably be much
different. We are arguing that dispersed sample experiments
have inherent shortcomings in that they camnot assess the
effects of an NIT program on the community or of a community
where the program is generally available to the recipients.
Both effects are of great importance in assessing the costs
and benefits of a program.

It is important to remember that the primary focus of the
saturation module is on the behavioural responses of individuals and
families, not on such effects as might be encompassed by changes in
institutions and changes in the economy. I¥ is in fact uncertain
whether a rigorous study of macro-level effects could be effectively
carried out, given the current state of theory regarding such macro-
level phenomena, and the cost implications of the notion that such studies
should focus on a large number of communities.23 Qur approach is less

ambitious, with the anticipated analysis of the saturation module focusing

22, A Program of Experimentation for Evaluating Income Maintenance Policy

in Canad:z, pp. 189~190.

23, Myron J. Lefcowitz, "Community Effects, in Orr et al., (eds.)
Tnecome Maintenance.
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primarily on behaviocural changes. This is not to say, however, that
macro-level changes are to be ignored. While we will not attempt to
systematically explain their occurence, we will attempt to control for
them in our analysis by the collection of various categories of comm-
univy data., This will involve, for instance, the measurement of the
overall conditions of labour markets, and the inclusion of such meas—
urements in the analysis of responses to the program parameters.

It is important to note that the saturation module extends
the power and policy relevance of the total experiment in a number of
ways beyond its creation of a more realistic soéial laboratory, and
its addition of capacity to allow comment on macro-level effects.
Firstly, the saturation module of the experiment allows us to study
several important individual-behavioural effects which cannot be readily
studied in the dispersed sample experiment. The most salient of these
are effecfs which may appear among non-poor, middle income groups, and
effects on relations between the poor and the non-poor.

Under a universal GAI it is likely that those who are not
currently eligible for GAI benefits may react in unpredictable ways to
the program. Behaviourally, we may anticipate some possible response
of the non—poor to the income security features of the program, i.e.
work effort may shift in focus; job search behaviour, aspirations, social
outlooks etc. may all shift because of increased feelings of security '
offered by the GAI program,

More importantly, however, the labour supply response of the
non-poor to a ﬁniversal GAI can probébly be best appraised in a sat-
uration study. We expect that this will be the case simply because sat~
uration will provide a setting for learning about program parameters
which could be more conducive to learning than that provided in a dis~
persed sample experiment. In the dispersed module, we would expect
individuals above break-even to learn very slowly about the optilons open

to them — especially as compared to similar individuals in the saturation
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module, This is particularly important inasmuch as the labour supply
response of middle income groups to GAI is unknown (and also untested
in American income maintenance experimen‘bs).’2‘[+

In addition to allowing the study of labour supply and
social~behavioural responses, the saturation module allows us to mon-—
itor two factors which are crucial to assessing the social-political
feasibility of a GAT: (1) attitudes of middle income groups towards
the GAI program and concept; and (2) interaction between GAI recipients
and non-reciplents. In the first case, we have an opportunity to study
the reaction to GAI of middle income groups which may be expected to carry
the major burden of financing a GAI (should, as seems likely, any add-
itional cost be involved beyond existing transfers), and a group which
(significantly) at the same time has the political power on either a
provincial or national scale to influence whether or not there actuslly
will be a universal GAI. This concern is related to our concern with
recipient-non-recipient interactions. Such interactions can only be stud-
ied in a saturation site, and they allow us to determine whether and to
what degree {a) GAI is a source of tension between recipients and non-
recipients, as is the case with the current welfare system; (b) whether
or not GAI has the effect often attributed to it of reducing the level
of social stigma attached to the poor generally, and recipients of

transfer paywents in particular; and {c) the impact of GAT on both the

2L. American experiments seem to have been designed with the assumption that
NIT programs would be implemented in a more categorical fashion, for cate-
gorically definable segments of the poor, or that they would be relevant
because of their relative unattractiveness to the very pcor only. The logic
of this second argument is simply that the attractiveness of the guarantee

to be provided under any feasible GAI is bound to be minimal for persons
already earning incomes over the break-even. Whether this is in fact the
case is an unresolved gquestion with important cost implications., Tt seems
reasonable to posit on the contrary, that under a universal GAT certain
categories of individuals above break—-even may reduce their labour supply in
response to a universal GAL, simply because of the high marginal positive tax
rates already faced. Such effects may have important implications for national
economic productivity (because of the important role of middle income groups
in the economy) as well as for program cost. Therefore, exploration of the

magnitude of these effects is viewed as a research task with considerable
policy relevance.



objective and perceived present inequities between those on low
wages, those who can work but are temporarily unemployed and in
receipt of compensating transfer payments, and those receiving
income maintenance because they are unable to work.

The saturation module also extends the policy relevance
of the total experiment by allowing careful attention to a number of
particular research questions which cannot be economically dealt with
in the dispersed module. Most important in this respect is the opp-
ortunity to study labour supply and other responses of the near-
retirement—age population and the corresponding responses of young people
to a GAI. 1In each case, the responses under consideration are of note-
worthy policy relevance (for a discussion of labour supply responses of
these groups, see Section IT.B.1.b. above), both because of the size of
these groups'in the general population and because of the importance of
their labour supply decisions to determination of overall labour market
conditions and overall levels of labour supply. As was noted earlier
in the proposal, a useful study of responses of these groups can be
undertéken in the saturation module with no increase in overall transfer
costs, whereas mounting of specific sub—experiments to deal with these
responses would at the present time be prohibitively expensive.

Another area in which the policy relevence of the experiment
iz extended relates tb rural, and especially farm populations. At the
same time that effects of saturation are studied, we will simultaneously
(and at little cost) direct oﬁr attention to the responses of rural and
farm families to GAI. (See Section II.B.,2. for a related discussion
of GAT and rural-out-migration)., It is anticipated that the effects of
GAT on rural populations and the small farm sector of the economy will
be of noteworthy interest to policy makers considering implementation of

a universal GAI, especially at the provincial level.

2. Selection of the Site for the Saturation Module of the
Experiment
Selection of a site for the saturation module of the experiment
is a centrally important activity of the design process. We have app-

roached this task by appralsing all communities in Manitoba in terms of
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such key criteria as size, character of labour market, integration
with other economic centres, and socio-economic composition of the

. 2 '
population. >

both sound analysis of labour supply and other behavioural responses to

Our goal has been to identify a community which allows

GAI, and a sound basis for formulating generalizations regarding broader
populations, These objectives are clearly difficult to achieve in a
Jurisdiction characterized by such social and economic heterogeneity

as obtains for Manitoba. Therefore, although we have tentatively sel-—
ected a site for the saturation module of the experiment, we have also
designated two alternative sites. We further anticipate that analysis
of the sultability of these and other sites will continue during the next
several months, and up to the time when intensive community contacts are
initiated. '

a. The Tentative Saturation Site

The tentative choice for the saturation site is fthe Town of
Dauphin (population 8,891 according to the 1971 Census), as well as the
Rural Municipality of Dauphin (population 3,166 according to the 1971
Census).26 Contingency saturation sites are: (1) Portage la Prairie,
(2) Swan River, and (3) Morden-Winkler. TIn selecting the saturation
and contingency sites in Manitoba, there were nine criteria each of

which is discussed below.

(1) size

Combined urban-rural areas with a population of more than
15,000 persons were excluded as potential sites because of the cost
of transfer payments. Commmities of less than 5,000 were eliminated

because they would be too subject to external shocks to their €CONomy.

25. OSee Atkinson et al., op. cit., for a related discussion of problems in
choosing sites for saturation experiments.

26. In analyzing the available community data, the choice of Dauphin emerged
clearly; it was the unanimous preference of those involved in this proposal.
Discussions with Mr, Donald E. Vernon, Assistant Deputy Minister for Comm~
unity Operations, Health and Social Development, suggest that integration
problems between the Project and the Dauphin Regional Welfare Office will

be less than with other possible sites.
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Also, in a very small community we would expect the results of the
introduction of a GAT to be potentially more variable or unstable.

The combined population of the Town and Rural Municipality of Dauphin,
in 1971, was 12,057. The percentage increase for the Town from 1961 —
1971 has been 20.2% (1,486). Further, the population of the Town and

the Rural Municipality has been quite stable, having an aggregate increase
of 6.08% since 1961.

(2) Labour Market Diversity

Because labour supply is the primary response variable, it
was viewed as essential that the saturation site be a community offering
a range of job opportunities. Among sites in Manitoba within the accepti-
able population ranges, Dauphin best satisfies this criterion, having sign-
ificant proportions of the labour force in three different sectors:
transportation (19.1%), trade (24.5%), and community service (26.3%).

This diversity is unmatched by any commmity of similar size in Manitoba.=!

(3) Distance from Predominant Centres

In order to test the impact of GAI on economic behaviour in the
purest possible way, it was thought desirable to select a community that
was not under the direct economic influence of any other centre, i.e. a
site at least 50 miles from a place of equal or greater population.
Dauphin meets this criterion. The nearest compeling centre is Brandon
(1971 population 31,150), 104 miles to the south.

(L) Regional Centre
To test urban-rural interaction, including migration, a site

was sought which serves as the centre of a clearly definable rural area,

not directly served by any competing centres, and which was itself more
or less typical of rural Manitoba. Dauphin is located at the centre of
the Rural Municipality of Dauphinj; and it is the economic hub of the

Rural Municipality and the surrounding Parkland Region (see map, p.55 ).

27. DREE Report, Urban Environment, Ottawa, 1971, pp. 848-851.
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The Rural Municipality has grain farming, special crops, forage crops,
and lives’oock.28 '

(5) Generalizability

A community and related rural area were sought that would

more or less mirror the provincial mean for a series of indicators,
including the rate of population increase, participation rate, family
size, urban/rural division and average income (so that the percentage

of the population eligible for payments would approximate the provincial
mean). Dauphin is viewed as the community which best satisfies these

multiple criteria. (See Table IIT.7., p. 58 for selected indicators).

(6) Unemployment

An area with a more or less average unemployment level was
required. In an atypically tighﬁ labour market, the labour supply
response would be unrepresentative. Available figures indicate that
recently Dauphin has tended to have an unemployment level approximating
the provincial mean. Canada Manpower figures for 1972 indicate that the

Dauphin region has a "moderate"™ unemployment level {defined as 3 — 4%).

(7) Presence of a Canada Manpower Office

Because of the Project's concern with labour market conditions,
the presence of a Manpower Centre, with which data genération and analysis
could be co-ordinated was thought to be desirable. There is a Centre in
Dauphin.,

(8) Adeqguate Population of Low Income Families

As a program directed towards both the welfare and the working
poor, it is important that the saturation test of GAT be conducted in a
community with a significant population eligible for benefits. Census
snd income tax data indicate that there are about 1,700 families and

single individuals eligible for GATI benefits in Dauphin., This eligible

28, Parkland Profile: An Economic Tnventory of Manitoba's Parkland
Region, Parkland Regional Development Corporation, 1971; and Urban
Environment, Department of Regional Ecconomic Expansion, Ottawa, 1971.




l’I.‘able ITT.7. Characteristics of Selected Manitoba Communities

%
4 AVERAGE IABOUR EMPLOYED
: % . . R.C., U.C.  TNCOME FOHCE 4 ™
TOTAL % 2ND LARGEST 3RD TARGEST & GREEK TAX PARTICTPATION SELF SEGCNDARY
POPULATION BRITISH  ETHNIC GROUP ETHNIC GROUP ORTHODOX ~ RETURKS RATE EMPLOYED INDUSTRY
(1971 cENSUS)  (1961) (1961) (1961) {1961) {1959} {1961) {1951) {1961)
VAKITOZA 988,217 B e , ggrg%“ ' 32.2% $1,,728 55.1% 18.9% 19.7%
DAUPHIN Ukrainian Polish
. O 8,891 Leh - 3% 10.0% Loh 1,358 50.7% 12,0 13.7%
Ukrainian Polish
R, 3,166 36% 39% 10.0% 57.1% 2,402 59.3% 49.9% kel
PCRTAGE 1A FRAIRIE Ukrainian . French . '
'ram 12,950 62 .60 10,0% 25,80 4,068 48.5% 9.8% 13.7%
. German French- .
R.M, 7,514 60% 11% ‘ 21% 3,155 She 2% 33.7% 6.4%
SWAN RIVER s :
TORN 3,522 53,1% I{;‘rg%;ma“ G;f‘{;n* 17.5% 3,631 51.2% 21.7% 15.5%
Vkrainian Scandinavian .
R.M, 4,430 46.2%  20.1% 10, 1% 22.2% 2,631 K77k 587, 5.7%
SELKIRK . .
TOWN 9,331 u8% it ST sk by 65h L545% .15 32.1%
ST. ANDEEWS R.M. 5,865 EI I o 35, 3,535 £3.2% 33 23.9%
STETNBACH
0NN 5,197 I i g 1.9% 14355 52.1% T 29.7%
' Netherlands Gierman .
HANOVER R.M. 6,237 1.5% 55.1% 32.2% 8.9% . 3,559 52.2% 38.7% 23.0%
FLIN FLGH . - 0 _
O 9,34k 824 G aen e oA, 5,922 x.a. NoAe Nohs
SHOJ LAKE L.G.D. 1,582 N.A. N.A, N.A. NoAe . N.A. N.A. N.A. N.A.
THE PAS ~ Ukrainian French 1970
TOWN 6,062 78 &b 5%. N.A. 4,963 NaA, N.A. N.A.
CONSUL L.G.D. 5,747 N.A. Noho Nk, N.A. N.A. W.A. N.A. N.A.
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population should generally satisfy the requirements of the experiment.

(9) Comparability of Welfare Population

Analysis of the welfare caseload in Dauphin for January and
August, 1972, indicates there is a total of 199 cases eligible for GAI,
of a total of 300 in the Town and Rural Municipality. The average
monthly payments for these cases was quite close to the average monthly
cost per case for the Province as a whole. The latest available figures
indicate a Provincial average of $130, compared to a Dauphinraverage of
$116. Costs for the Dauphin Regional Office are closer to the Provinecial

mean than that of any other office ocutside of Winnipeg and below the
53rd paraliel.

b. Alternative Sites

‘Other communities have either been rejected as possible sites or
retained as contingency sites only. Reasons for rejecting other possible
saturation sites are summarized below, The potential sites discussed
include all Manitoba communities falling inside the acceptable population
range (5,000 - 15,000), according to the 1971 Census.>?

{1) Steinbach (population 5,197) _

Steinbach 1s viewed as unsuitable because of the atypical ethnic
composition of its population (64% Dutch, 27% German), because of its
close economic ties (through the retail trade sector) with Winnipeg, and

29. The three Manitoba communities with 1971 populations above 15,000 are
Thompson (population 19,001), Brandon (population 31,150) and Winnipeg
(population 540,262}, Thompson has the same liabilities as Flin Flon and
The Pas; Brandon and Winnipeg are obviously beyond consideration for
saturation. None of the communities in Manitoba below 5,000 in population
exceeds 3,500, A possible site would be Swan River (population 3,522) and
the surrounding Rural Municipality (population 3,630). But its relatively
small size and limited economy makes it less desirable than either Dauphin
or Portage la Prairie. OSwan River 1s, however, designated as the second
contingency saturation site after Portage la Prairie. The other possible
saturation site is Morden (population 3,266) and Winkler (population 2,983),
but they are tooc small and not dissimilar enough to justify being studied
gseparately. Treating them as a single community could involve substantial
operational and theoretical problems.
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because of its atypically tight labour market.

(2) The Pas (population 6,062)

The Pas is rejected because of its economic dependence on a
gingle employer, making the labour supply study vulnerable to distortion,
and because of the absence of a farming hinterland.

(3) Flin Flon (population 9,344)

Essentially ¥Flin Flon is rejected for the same reasons as

The Pas. The problems here are complicated by the fact that a portion of
Flin Flon's population actually lies in Saskatchewan, Also, Flin Flon
consistently has one of the lowest unemployment rates in Canada. The
average for 1972 was Mow", meaning 1% or less.

(1) Selkirk (population 9,331)

Selkirk is viewed as only a marginally suitable site because of its
proximity to Winnipeg (25 miles), and the significance in its economy of |
primary memufacturing (steel), which is atypical for non-Winnipeg Menitoba.

Its suitabllity is further diminished by the fact that it is centred

between not one, but two rural municipalities which between them have a
popualation of about 10,000, Thus Selkirk and its natural rural hinterland

constitute a population which is too large for saturation.

(5} Portage la Prairie {population 12,950)

As with Selkirk, Portage la Prairie is rejected because its size
would make the inclusion of a rural dimension to the saturation module
financially impossible. The population of the City and the Rural Municip-
ality of Portage la Prairie is 20,464. However, because of the similarity
of Portage la Prairie to Dauphin, Portage has been selected as a control
community, and designated as the primary alternative saturation site

(excluding the Rural Municipality of Portage la Prairie).

3. FMinancial Treatment for the Saturation Module

As was noted in the overview of the design, a single financial
treatment is required for the saturation module of the experiment. The

treatment chosen is that with the guarantee set at approximately 65% of
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the adjusted poverty line ($3,700 a year for a family of four) and with
the GAT tax set at 65%., This treatment corresponds to treatment "6"
in the dispersed experiment.

This treatment is used in the saturation siteé for several reas—
ons. Most importantly, the treatment seems (because of its moderate para-
meters) to be one which is highly relevani in terms of policy. Secondly,
a less generous plan would have poor domination of welfare. [The 65% of
poverty line support level dominates payments made to about 75% of the
current Manitoba Welfare population, while the domination rates for the
50% and 80% support levels are about 30% and 100% respectively]. Thirdly,
a more generous plan would not seem to be fiscally possible on a universal
basis without radical adjusbtments of the positive tax system.so Table III.8.
below illustrates the support level by family size, and the break-even
level for the saturation module of the experiment.

Table III.8. Guarantee levels and break—even points
by size for the saturation experiment

Family or Support Unit

Size Guarantee¥ Break—-even Point**
1 $1,700 $2,615
2 $2,900 $L 162
3 $3,300 $5,077
L $3,700 $5,692
5 $1;,100 $¢,308
6 $4,500 $6,923
7 $4,900 $7,538
8 $5,300 $8,154

¥ These guarantee levels can vary slightly depending upon
the presence of "other adults™, See Appendix A.

¥% Based on the formula: Break-even point = gzirEZEQiate’
where GAL tax rate = 65%.

30. Atkinson et al., op., cit., (p. 194) rely on a similar set of criteria
in recommending a treatment for saturation studies. They recommend a guar-
antee of 100% of their "poverty line" ($4,000 per year for a family of four)
and a tax rate of 70%, primarily to test a treatment likely to produce max-—
imal work disincentive, and thus provide the harshest possible saturation
test of GAI. The treatment adopted here is stringent, but somewhat less
harsh than that recommended by Atkinson et al.



L. Control Procedures for the Saturation Module

The question of control procedures for the saturation site has
two dimensions. The first relates to controls upon the program itself,
i.e., controls having approximately the same relation to saturation exp-
erimental subjects, as controls do Lo dispersed experimental subjects
in the dispersed module. The second dimension pertains to control over
the saturation~dispersed/rural~urban duality of the experiment, and is
essential to integration of the two modules of the experiment.

a. QControls for the Saturation Module

While it is recognized that certain strengths accrue to the
design of the saturation module of the experiment simply because of its
time series nature, it is nonetheless desirable to develop a formal control

31

Eroup. Oﬁly if a control group exists can we have any confidence in

our interpretations regarding effects of GAT in the saturation site. Such

controls cannot, of courée, be perfect, mainly because any conirol group
must be developed in one or more control communities, a condition which
prevents overall random assignment., TYet a control group can improve this
design considerably.

Campbell and Stanley argue generally for the improvement of im=
perfect or guasi-experimental designs as & rational approach to the
maximization of control and reliability in situabions not suited to the
implementation of laboratory-like models of the pure experiment., Their
comments regarding the *multiple time—series design" are pertinent to
appraisal of the conbrol procedures outlined here: ‘

In studies of major administrative change by time-series
data, the researcher would be wise to seek out a similar
institution not undergoing the X [treatment], from which
to collect a similar "control" time series ideally with X
assigned randomly):

cooXooo0o0O0O0O

00000CC0OO0O0O0O0

31. See D. T. Campbell and J. C. Stanley, Experimental and Quasi-Experimental

Design for Research, pp. 37 to 57, for discussions of time series experiments
with controls.
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characteristics to the major survey panel of the saturation site
(see Section IV.B.3 below). Because it is developed through direct

matching, this control group can only be developed subsequent to
fielding of the saturation module.

b. Control link between saturation and dispersed moduless
_control on saturation

In order to make clear inferences regarding the effects of
saturation as opposed to dispersed GAI treatments, and in order to allow
full integration of the experimental results from both modules, it is
essential that the experiment include a control group which serves as
a control. on saturation. The logic of this argument is as follows.
First, effects of saturation GAI cannot be readily compared to effects
of dispersed GAI if in the first case implementation is for rural
subjects only, and if in the second case implementation is for urban
subjects only. This is because the degree of saturation—dispersion
and rural-urban location are confounded in the design: If the design
were to stand as outlined to this point it would be difficult to be
certain whether or not any different responses found in the saturation
site were to be attributed to social-interaction effects of the satura-
tion module, or to different responses of rural as opposed to urban
populations. This weaknesscan be gignificantly mitigated through the
use of mabching procedures (across the two modules), and multivariate
analysis. This approach is not as satisfactory, however, as one which

deals directly with the design problem indicated.

To deal with this in the most appropriate manner feasible a
treatment group (approximately N = 125) will be established in the main
control community; Portage la Prairie., The group for this sub-experi-
ment will be chosen in the same manner as the control group for Portage

la Prairie: i.e., it will be matched to correspond to key characteristics

of the major survey panel in the saturation communityéand will.bé de~
veloped after the saturation experiment is underway.3 This treatment

group will receive the same financial treatment as the saturation

36An additional advantage of this is that the control panel discussed
immedistely above serves simultaneously as a control on the saturation
treatment group, and as a control on the Portage la Prairie sub-
experiment treatment group. Random assigmment, of course, is clearly
feasible across the Portage la Prairie treatment and control groups.



modulé — 65% of poverty line guarantee, and 65% GAI tax rate. But
it is important to remember that this treatment group serves a clear

control function in the overall design. Since Portage la Prairie and

the saturation site are fairly similar (rural-urban differences are
clearly controlled for) and since the several samples will be matched
on key economic and social characteristics, the researchers will be
able to attribute differences between the two to mode of implementation

(saturation versus dispersed) with reasonable confidence.

Using the control procedures set forth above, integration of
the two experimental modules becomes fairly complete, and the overall

design is strengthened considerably.

JSs  Eligibility for the saturation module

In the bread sense eligibility in the saturation site is
universal, as would be anticipated in a universal program. The only
qualification of this rule are: (1) individuals {unless married)
mist be 18 years of age or over to be eligible for benefits;

(2) individuals who are permanently institutionalized can only be
eligible for benefits as dependents of another individual or family;

(3) actual receipt of payment is based upon passage of an income test,

-Cne difficulty regarding eligibility of persons for the pro-
gram derives from the fact that the program operates in an environment
where GAI-type benefits are not generally available to persons living
outside the saturation site. In order to prevent extreme and selective
in-migration, therefore, it will be necessary to impose a residence
requirement. Tentatively, it 1s anticipated that this requirement will
be one year. This limit is subject to adjustment, however, on the basis
of discussions with community leaders. The rationale for such a limi-

" tation is found (a) in the fact that significant in-migration has not
normally characterized population changes inthe community in recent
years, e.g., 1961 to 1971, and (b) in the understanding that a key
operational and experimental goal is to create as little extranebus
disturbance as possible in the saturation community so that the results
of the experiment are not clouded. (See Section VII.B, below for a more

general discussion of residence.)

65



[o]e]

6.  FEnrollment Procedures in the Saturation Module

It is not clear that procedures for GAI enrollment in the
saturation site should be exactly identical to those utilized in the
diépersed module of the experiment. This is true for several reasons.
Firstly, the dispersed experiment enrollment procedure (unless modified)
calls for a much more labour-intensive operation (this mode will be
referred to as "targeted enrollment®) than would be attractive for a
national program. As we pointed out in IIT.B.6, enrollment in the dis-
persed module calls for personal contact between an enrollment worker
and the potential recipient family. Further, it must be noted that
such procedures require competent and well-trained personnel if families

are to be taught the major rules and procedures of the program in a
short interview.

Secondly, the targeted model requires a staggering of en—
rollment which might result in a lack of responsiveness to families in
immediate need. One comclusion which follows from this point is that
even if the targeted enrollment model were adopted for the saturation
site, the GAI program would at the same time require a supplementary
enrollment procedure for those wishing to volunteer themselves into tha_

GAI program, including persons now on social assistance.

Thirdly, much has been made of the question as to whether
utilization of GAI should be voluntary or self-initiated per se.
It has been argued that a totally voluntary national program (this will
be referred to as "open enrollment") will be advantageous from a cost
point of view, mainly because of a greater degree of underutilization.
Against this one may pose the argument that the redistributional impact
of a GAI would be severely undermined by a totally voluntary enroliment
system, mainly because of the disadvantaged position of those who are
relatively more needy (the very poor, the elderly and the under—educated)
in "working" bureaucraticlsystems.

Setting aside the fact that this issue may eventually be
resolved by policy decisions merging GAI (as a negative tax) with the

positive tax system — the fact remains that mode of enrollmentlemerges



as a hlghly important administrative parameter in a GAI experiment.
Our approach to this question is to develop the mode of enrollment

in the saturation site as a major administrative experiment of the
Manitoba GAI experiment.

This experiment will have the following general characteristics.

Firstly, two enrollment treatments are tested: (2) open enrollment,

where enrollment is at the initiative of the potential recipient only,
and where the only stimulation provided by GAI is a public education
program held at a level of intensity likely to characterize the intro~
duction of any universal program; and (b) targeted enrollment (modified),
where individuals are contacted in a planned frame of targeted enrollment

activity, (but individuals and families in this category would not be
prevented from volunteering). Secondly, individuals are assigned to
treatment "a" or "b" by random assigmment. Thirdly, (a) and (b) are
conducted with open enrollment beginning first, and targeted enrollment
following as soon as administratively feasible, i.e., perhaps within
four to six weeks. This experiment can be conducted with minimal impact
upon the project goal of gradual phasing-in of enrollment and payments,
and with no visible impact on horizontal eqﬁity of treatment in the
saturation community. It is anticipated that data from the enrollment
experimeht will allow the researchers to address guestions pertinent to
the effects of the mode of enrollment on each of the areas of: cost and
level of underutilization; redistributional efficiency; and behavioural

37

responses.

3 7For details see: Appendix B: A Design for an Administrative Experiment
Focused on Mode of Enrollment.
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D, Integration of the Positive and Negative (GAI) Taxes

Integration of positive and negative (GAI) taxes presents
a significant problém in the design of income maintenance experiments
which seek to test the behavioural effects of a negative income tax,
Essentially, this is true because such experiments, because they are
experiments, must be conducted in an unchanged legal-institutional
context, One implication of this is that many persons eligible for
GAI, especially in the saturation site, will also be positive tax
payers. Given these conditions, the crucial questions are: “How may
positive tax payments affect the technical merit of the experiment?!
"How can the positive tax system be treated so that the financial

effects derived from the integration of the two tax systems can be

added to our financial treatments, with minimal negative impact upon

the generalizability and policy relevance of the experiment?"

Atkinson et al. outline five alternative modes of tax
integration: ™All," they indicate, "require the payment of those
taxes by the recipient family followed by:

1. Reimbursement of positive taxes on earned income
up to and beyond the break-even point. This
procedure produces a situation in which all income
below break-even is subjected only to the negative
tax and all income ahove break-even is subjected to
no tax.

2. Reimbursement of positive tax on earnings at or
below break-even but no reimbursement above that
point. This produces a negative tax only on
earned income below and positive tax on that
income above break-even. This procedure results
in a significant drop in after tax income — a
notch effect -- as the individual's income passe
break-even. -

3. Reimbursement of positive taxes to the break-even
point and partial and decreasing reimbursement
beyond that point., This procedure eliminates the
notch efiect of the preceding option by phasing
the recipient into the positive tax system.
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L, Reimbursement of all positive taxes on transfer
payments but not on earnings. This would in effect
raise the family exemptions depending on the
guarantee level and tax rate of the NIT treatments.

5. MNo reimbursement of positive taxes above or below
the break-even point. The transfer would be
included as taxable income." 38

For our purposes, we have considered only three metﬁodso
The first of these is the system involving the rebate of all
positive taxes to the break-even, with further rebale across the
"notch" created by the initial rebates. (method #3 above). This
system is utilized in all of the American experiments. The second
system is one where tax rebates are avoided and recipients pay
positive taxes on total taxable income, with GAI benefits treated
in the same manner as earned income {method #5 above). The third
system is one where all positive taxes on GAT transfer payments; but
not on earnings, are reimbursed (corresponding to method #4 above).

Appraising the tax rebate model (method #3), we will
consider first the argument presented on its behalf, and then
several of its major weaknesses. The major claim for the tax
rebate model is that it provides control over variations in the
real marginal tax rate facing individuals in the space between $0
earned income and the break-even point (the guarantee level divided
by the GAI tax rate). Tt is argued that such control over the
marginal tax rate is essential if analyses of labour supply
responses are to be productive,

‘Eight disadvantages are inherent in the tax-rebate model
of integratian?g'iﬁjggg, the objective of complete contrcl over

marginal tax rates facing individuals cannot be exactly achieved.

38 Atkinson et al., op. cit., pp 77-78

38.1 "Disadvantages" of a rebate model, however, may only be stated
relative to some alternative. The model and the alternative,
{which we will take as being option #5, above) further, must
‘be fully specified {such as with respect to tax rates and
guarantee levels) for the discussion to be meaningful. The
following list, therefore, is given for general guidance only.
It is noted that some of the points, especially the third,
fourth and fifth, vary in significance, depending upon the
particular program parameters specified, -




This is true for all individuals in multiple-earner families, There
such individuals face a marginal tax on their own earnings which
depends in part upon the division of the GAI transfer within the
family. Further, the individual average tax rate depends, in part,

on the behaviour of the other earners, These latter circumstances can
alsoc detract from the accuracy of the labour supply analyses. It can,
in addition, be anticipated that the average tax rate as perceived by
the recipient will vary as a result of treatment of net worth and such
accounting operations as the “"carry forward" procedure {see Section
VII.B below). These fluctuations would {especially the first) be of
noteworthy interest to the experiment. Second, the elimination of
positive taxes for the bulk of recipients is likely to bias
Cindividual responses in the direction of greater work effort.

Because positive tax payments are effectively eliminated, recipients
are more likely to increase their labour supply than they would be
under a similar program without rebates. Therefore, the validity of
the work disincentive test is weakened by that approach.”  Third,
consequential "leakage" of transfer payments to families over break-
even occurs with the tax rebate model, undermining the income
redistribution power which should, in principle, be maximized under

a NIT. This is because the rebate system results in a "notch effect"
at the break-even point, and because the method of resolving this
problem is to rebate taxes further across the notch, and because the
noteh can only be "crossed" (of the disposable income differences
phased out ) very gradually. 39'1Therefore, looking at our modal support
level and modal tax rate, we see that tax rebates must be made to a
very large portion of the population, including families earning as much.

as $15,000 or $20,000. Computer analyses have, in fact, indicated that

39 Additionally, we must consider the real possibility that individuals
receiving tax rebates may perceive their marginal tax rate as zero,
because they are in effect paying no "taxes" in the sense normally
meant. This expectation is based on the assumption that recipients
are likely to view positive tax and GAT tax as guite distinct.

39.1 See Appendix "C", section 1l.(b) for a diagrammatic exposition.
Computer tests indicate, for example, that the natural "cut off
point" for a family of five at the not otherwise unreasonable $4,765
guarantee, 50% tax treatment is $40,000.
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much higher "cut off" (termination of rebate) points may be required

if severe "kinks" (programmatically induced changes in slope) in the
disposable income curve are to be avoided., Aside from cost
consideration and "leakage'" gquestions, this also means that a much
larger administrative burden {directly proportional to. numbers of
recipients) must be borme by the GAT program. Fourth, because natural
cut off points cammot be used to phase in the two systems (because of
cost) artificial "kinks" appear in the curve representing disposable
income. These discontinuities, because they represent a softened

notch effect, might result in additional work disincentives. Further,
the existence of these "kinks" limits the utility of the rebate system
}br controiling the marginal total tax rate to the income range below
the break-even level. This is a disadvantage from the point of view of
studying the behaviour of those with incomes in the vicinity of the
break—-even point, Fifth, the volume of tax rebates is such that
overall program costs can be increased by L0% to 80% over the basic

cost projected for GAI benefits. BSixth, the tax rebate model is less
relevant to the implementation of a universal GAI because it corresponds
to & severe recasting of the positive tax system, which would be unlikely
in the real world. Further this "marries" GAT to a basic tax reform,
limiting the options of policy makers., Seventh, a tax rebate model,

(a) may appear to result in a tax holiday for the saturation commnity
and (b) involves implementation of a costly and more highly visible
experiment which would present significant financial problems in the
real world. Given these features, use of the rebate model involves a
risk of adverse general public reaction to the experiment. Eighth, any
system which stabilizes the marginal family total tax rate must also
create a situation where the marginal tax rates faced by primary and
secondary workers within the family are equalized., This "distorts® the
decision as to the division of work between primary and secondary workers,
and creates an environment for this decision which may not be comparable

to that which will exist under a universal program.
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The emphasis behind points three, five,six, seven and eight
is that the mode of tax integration put forward is neither policy
relevant nor experimentally interesting, simply because it represents
a model which could not be implemented as public policy in the fore-
seeable future. Atkinson et al. present a similar view regarding each
of the rebate~integration models they discuss.

"Tt seems obvious that the likelihood of a government
taking on an expensive new social welfare program while
decreasing its tax revenues through increase in exempt
income is almost nil. Experimental treatments, coupled
with the positive tax rebate condition, produce a
situation which will not be duplicated in any national
program, The external validity of results derived from
experiments using such procedures is, therefore, highly
questionable unless the outlined modification of the tax
system will accompany the NIT program. The results of
U,S. experiments which utilize the third procedure, i.e.
rebate taxes to the breszk-even point and phase-in to
positive taxes, are of limited ubility on these grounds." ™0

The major criticisms and advantages of the no-rebate model,
(method #5), closely parallel those discussed above regarding the
rebate model., Experimentalists indicate two major weaknesses of
such a model: (a) they argue that the control lost over marginal
tax rates weakens the rigour of labour supply analyses which may be
derived from the experiment; (b) they argue that not rebating positive
taxes, thus placing positive taxes "on top" of the GAI offset tax
must result in extraordinarily high marginal tax rates.l"":L Briefly, we
will indicate how our analyses lead us to believe that these
criticisms may be imprecise.

First, regarding the argument that control is lost over
marginal tax rates, it must be pointed out that it is an empirical
question as to whether or not the difference between the two plans

is consequential. As noted above, some fluctuation of the

40 Atkinson et al., op. cit., p. 86,

4l For an algebraic exposition of the additive qualities of tax rates,
see Appendix "AY, section 2, note 3.

42 This stands to reason given the following:
If: r is the GAI tax rate
%t is the positive tax rate, a function of income (t=£(y)),
then the marginal total tax rate is r+t-rt for the income range
under consideration. Under a rebate scheme, this rate would be
constant at r, hence t-rt measures deviation under a no rebate
gystem, If F=t-rt, then gg_(lur)gg. That is, the "disturbance"
. dy~ dy



marginal tax rate faced by individuals will occur under the rebate
model in any case. This was the first of the disadvantages of the
rebate model noted above, The magnitude of these fluctuations is
not known to us as we have seen no studies pertaining to this. More
imporbantly, a computer simulation analysis of fluctuations in
marginal tax rates indicates that the range over which actual tax
rates for the no-rebate model fluctuate (with $200 increments in
income) is extraordinarily small between the point where recipients
begin to pay positive taxes and the point where recipients cease to
receive GAI benefits (the break—even point). b Whereas econometric
theory indicates that any fluctuation is "harmful", it does not
iﬁstruct us as to the seriousness of that harm. This uncertainty may
lead us to accept no risks or to minimize risk, but general
econometric practice has been to display tolerance for problems of
this nature when they are present in a "small"™way. This, together
with the fact that variable (progressive variations as well as
variations produced by varying deductions of individuals) marginal
tax rates are inherent in the present tax system, and the fact that
~control subjects as well face variable marginal tax rates, leads us
towrrd the conclusion that criticism of the no-rebate model on the
grounds that it loses control over the marginal tax, while well-
founded, may not be serious enough to disqualify the model.

The second criticism —-- that pertaining to high marginal
tax rates — is less relevant to the no rebate model considered here.
Mainly this is because of our treatment of GATI benefits themselves as
taxable, This means, as stated above, that the total marginal tax
rate faced is not the simple sum of the two tax rates, but rather
their sum minus their product. Tax rates are less with this inte-
gfation model than théy would be if the two tax rates were simply added
one on top of the other. Using this method, the marginal tax rate
faced by an individual is on the average only 11% more than the GAI

reduction rate. The tendency of this tax integrabtion model to

result in higher marginal tax rates can be controlled by setting the
GAT reduction rate at a constant, lower level.

42. {continued) introduced by the positive tax system is mediated by the

term (1 - r).
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With identical GAI offset rates, advantages of the no-
rebate model are located on each of the dimensions of criticism
raised vis a vis the rebate model: [1] fluctuations of marginal tax
rates facing individuals are reasonably well controlled; (2] work
~ incentives are not exaggerated for the experimental subjects; (3] no
payments are made to individuals over breakeven; "leakage" is re-
duced, and administrative load is minimized by significantly reducing
the numbers of individuals receiving payments; [4] no "notch” results
from the integration plan; [5] program costs are minimized; [6] no re-
casting of the tax system is required for the no-rebate plan, making
the experiment more policy-relevant; [7] no tax holiday is required
for the saturation community, and the experiment as a whole reflects
appreciation of cost and feasibility limitations; [8] marginal tax
rates faced by primary and secondary earners are not equalized. These
considerations, taken together, suggest noteworthy advantages from
both experimental and policy perspectives for use of the “no~rebate"
model.
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The possible system presented as method #4 above is to be
discounted, since it displays, in a more serious form, some of the
problems inherent in method #5. That is, under method #L, marginal
tax rates will fluctuate "greatly" as a function of income and be
universally higher than those under method #5.

It should be noted at this point that a system of tax
rebates (such as in method #3) can be explained to recipients in
a variety of ways, which differ in the extent to which it is apparent
that tax is in fact being rebated, Under any tax rebate system,
participants still go through the motions of paying their taxes. The
difference occurs when the GAI authority taxes them less as their
positive taxes increase., An attempt could be made to educate
recipients to the fact that they will under all circumstances face
a uniform and relatively high tax rate.

Our inclination at the present time is to leave the
question of mode of tax integration open for further discussion
during the next several months, because of the important arguments
which can be made regarding each of the major systems discussed
herein. Nonetheless, we should note that administrative programs
are, at present being developed for a system corresponding to the
rebate modal, in which effective coatrol over marginal tax rates is
maximized. Thus, the tentative decision for the experimental design
is to rebate taxes, but this decision will be subject to

deliberate examination in the next few months.

E. Procedures for Phasing out the Experiment

Contingencies for phasing out the experiment modules are
outlined below. Such contingency planning is essential in the event
that the experiment either fails to recommend conmtinued operation of

the program; or in the event that any period of time elapses between

the conclusion of the experiment and implementation of a universal GAT,

Either development requires the application of procedures to moderate
the impact of the withdrawal of payments.

Th
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The experiment involves extensive intervention in and
impact on the lives of persons in the experiment, and because these
effects may be magnified in the saturation module, and in the cases
of certain enrollees in the dispersed module, procedures for
softening the impact of "shut-down" (in particular the termination of
direct transfer payments) will be necessary. This is important not
only because of the pérticular families involved, but alsc because of
its relevance Lo the responsibililties of social experimentation., The
future of social experimentation clearly hinges on an approach which
emphasises both concern for, and effective protection of, the well-
being of participants. Additionally, a careful approach to the
matter of shut—down protects the long-run integrity of experimental
results. BResults from a GAT experiment cannot be rationally
appraised if the mode of termination of the éxperiment had urusual
or damaging effects. Protection, both of the well-being of the
community chosen for the experiment and the well-being of individual
participants is essential if the experiment as a whole (and the
concept of GAT by implication) is to be objectively assessed by the '
public,

' Shut-down will require approximately 9 months for the
dispersed experiment and control modules and 1 year for the

community saturation module. Shut-~down will invelve systematized
attempts to minimize hardship or administative tangles resulting from
the termination of the program, as well as efforts to determine
post—experimental behaviour changes in both the saturation and
dispersed sites. 43 Additionally, this period should allow for a
relatively gradual transition of GAI field staff to other employment,
preventing undesirable disruption of field operations as the

termination date approaches.

43

This will involve the fielding of two additienal post-
experimental surveys during the shut-down phase.
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The following specific shut—down procedures are planned:
(1) Families Moving above their Cut—off Point.
rom the last day of the third year of payments, no new reciplents
will be admitted to the program. Further,from this date, those who,
by virtue of an increase in their level of earned income, are no
longer eligible for payments will not be re-admitted to the pfogram
should their income subsequently fall below break-even. Thus,

there will be a natural attrition process which, by definition, will
remove from the program all those persons who no longer require
payments. More specifically, persons who (for whatever reason) cease
to apply for payments in any month, from the date specified above,
will not be eligibie for re-admission.

(2) Gradual Reduction of Payments.
In the saturation and dispersed experiment sites, a plan will be
adopted for the gradusl reduction of payments. Seqeral alternatives
are currently being considered, each of which would involve‘the
progressive reduction of the total volume of payments over the course
of the phase-out year. At present it is anticipated that this will |
involve the gradual reduction of payments, with initisl termination
for those receiving bi-weekly payments under $5. Gradusal reduction
of payments is a responsible position, both regarding individuals

and the saturation commmnity. In the first case, it will allow

individuals sufficient time to make careful personal decisions
regarding alternative modes of employment, public support, etc. (At
this stage a shrinking field staff will be devoting much of its
energies to assisting recipients in making connections with other
agencies, employment opportunities, etc.)., In the second case, the
total inflow of money to the saturation site will be reduced gradually,
s0 that marked economic shocks do not accompany phasing out of the

program.
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(3) Families Remaining at the Basic Support Level,
Payments families participating in the experiment, and having no

other income will be coﬁnSelled as to thelr eligibility for welfare,

and gradually terminated throughout the course of phase-out. The
drop in each family's payments will also be phased over the shut down
period. Thus there will be no sudden drop in disposable income for
families with no earned income and no earners. Care will be taken to
ensure that the transition of families back on to the welfare rolls
will be spread over the phase out period, to avoid an abrupt demand
on the welfare systems, both provincial and municipal.

(1) Job Creation.

To prevent marked "reduction" in the economic well-being of the

saturation site, it is recommended that the federal-provincilal
agreement on the conduct of the experiment include provision for the
supply of alternative job opportunities to replace any jobs lost to
the community which disappear as a result of the withdrawal of the
experiment group, or as a result of diminishing money supplies in the
community. This is viewed as a responsible position, consistent with
the general assumption that the experiment itself should not damage
or appear to damage a community which it has used. Such post—
experimental job replacement should be viewed an integral part of

the saturation experiment phase-out, and thus should be funded under
the overall Federal-Provincial cost-sharing formula set forward for
GAT experimentation.

The sum effect of these several measures is to assure that
neither individuals nor the community involved would be damaged in any
way by the experiment. On a large scale, these measures correspond
. to procedures usually followed in smaller-scale social science

experiments to protect and compensate experimental participants.
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IV. SURVEY OPERATIONS AND SURVEY DATA QUALITY CONTROL
A, Introduction

1. Overview of survey work in the saturation and dispersed
modules

The main data collection task requires development of a strategy
for the use of survey research operations to collect high quality data
on the effects of the Manitoba experiment on the three main target
groups —— subjects of the saturation, dispersed and control modules of
the GAT experiment. A secondary and, of course, interrelated goal is
to devise ways in which the impact of this mode of data collection can

be ameliorated and/or contained within tolerable and measureable bounds .

Survey operations for the experiment will require careful
attention to the mamner in which both communities and individuals are
approached. On the one hand, a large dispersed experiment sample must
first be selected through extensive screening surveys, assessed in a pre-
treétment baseline survey, and subsequently monitored through the life of
the experiment and beyond. On the other hand, a small rural community
chosen as the saturation site will be subjected to survey operations which
will be both more extensive and intensive than any yet applied to any one
commnity. The saturation module of the experiment must, for reasons of
economic feasibility, take place in a relatively smail population centre,
and yet the statistical analyses of social-economic responses necessary
for evaluation of the experiment will require periodic surveying of a
relatively large panel of families.1 As a consequence of these two con—
ditions, the survey work anticipated will encompass a relatively large
proportion of the community's population, and this large grouﬁ willl be
monitored following what will be in effect a census combining tasks of
1) screening for eligibility for GAI support and 2) collection of pre-

experiment baseline data. Minimizing the direct effects of the surveys

1The term Ypanel" in survey research is usually applied to any group of

persons interviewed and reinterviewed on a regular basis. The term does
not encompass any a priori assumptions as to the mode in which the panel
is constructed. All panels referred to in this section will be created
either by use of an assignment model (see Section III.B.3) or by use of
stratified random sampling, or both.
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themselves (particularly in the saturation module) becomes therefore a

prime goal in mounting the survey operations,

2e Mode of interviewing

The surveys must provide high quality data relating to labour
supply, work effort and social behaviour for individuals and families
included in the experiment. Because the data collected in theexperi-
ment must be of high quality to allow precise estimation of program
costs and effects, the survey research operations and interviewing must
be of corresponding quality. This indicates that the survey work should
be based on personal interviews conducted by well-trained survey per-

sonnel. The use of personal interviews will not, of course, preclude

the utilization of self-administered survey instruments where cost and/or

quality of subsequent data suggests the use of such instruments, but

reliance in the first instancewill always be on personal interviews.

3. Controlling for Reactivity

Regarding reactivity of research in general, Webb et al. and
Phillip52 suggest that alternative, unobtrusive modes of observation
should always be considered in lieu of, or as adjuncts to, survey re-—
search., From this perspective it is argued that survey research operations
themselves may have an impact on subjects (in this case our experimental
and control families) which exceeds the impact of ex-post-facto-observed

independent variables, or (in our case) the impact of the experimental

treatments themselves.

Notwithstanding the strength of this argument, unobtrusive
measures seem unsuited to the collection of primary data regarding effects
of the experiment for several reasons. Firstly, a very large number
of experimental and control subjects are necessarily involved to produce
the economic~social behavioural data necessary to determine program costs

and effects. In particular we note that unobtrusive modes of observation

“See: Eugene Webb et al., Unobtrusive Measures: Nonreactive Research in

the Social Sciences, Rand McNally, 1966; and Derek Phillips, Knowledge from
What? Rand McNally, 1971. Phillips' suggestions, however, extend as well to
an elaborate consideration of techniques for the elimination of such bias
from survey operations,




have not been developed for dealing sultably with a problem of the

magnitude which will be encountered in the saturation site. Observation
implemented on a massive scale becomes, by definition, overt and reactive,
Existing records, moreover, will not provide the information we require either
as relates to labour supply or as relates to social-behavioural phenomena.
Secondly, certain of the data required regarding labour supply and secondary
areas of interest involve attitudes and subjective estimates of probabilities
which can only be obtained from the respondents themselves (for example:
subjective readiness to assume employment; job search; atiitude towards

works perception of marginal tax ratesj mobility, etc. ).

Unobtrusive measures can not be utilized to replace survey
operations for the above reasons and cost prevemts us from pursuing
complementary experiments using alternative data collection procedures
(although from a methodological point of view this would be highly
desirable). The problem of reactivity will, however, be taken into
account in the following mamner: Firstly, a systematic attempt will be
made to determine the response to interviewing in the saturation site
through observation and unobtrusive data collection. One of the key
tasks ofany "on site" researchers will be to colleect information and
record their systematic observations régarding attitudes towards the
interviews and towards the survey operations in general. For this
- purpose it is anticipated that a qualified social scientist will be
located "on site" (in the saturation site) for the duration of the
experiment, to act as a participant observer, As necessary,additional
personnel may also be assigned to this task. Seecondly, intensity of
interviewing will be incorporated as a treatment of the experimental
design in the saturation experiment, and as a specific-treatment for
supplementary control panels in the dispersed emperiment as well, This
will be done in the saturation site by selecting two additional panels
(beyond that which is to be reinterviewed periodically) which panels will
be reinterviewed annually and at the conclusion of the experiment

respectively. In the dispersed sample similar control panels will be
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established (See TV, D. below). This treatment should allow us to
determine the impact of the intensity of interviewing per se on treatments
and controls., This strategy is a somewhat less than perfect control on
intensity of interviewing because of the correlation between Ysaturation™
and application of the interviewing treatment to experimental subjects,
Nonetheless it provides a noteworthy improvement over the basic design

by giving a fairly strong degree of conbtrol over the effects of repeated
interviewing.3 Additionally, the strategy astomatically extends the
breadth of the data base for the experiment {particularly in the
saturation module), at relatively low cost

3. Concern with the reliabilily of data obtained through surveys, and
concern with the effects of repeated interviesing have not been very
evident in the American income maintenance experiments. Attempts to
measure the effects of repeated interviewing are indicated only in the
New Jersey and Gary experiments, and no attempt is made in either of
those experiments to determine the effects of repeated interviewing
upon subjects in receipt of NIT payments. This is important, inasmuch
as lack of control in this area means that differential behaviour of
control and treatment groups may be attributed to interactions of
experimental (including null) treatments and survey operations.

L. In the example noted above, and outlined in greater detall below, the
data base for an annual time-series may be dmbled with only a 33%
increase in cost. More participant families may be studied in this way,
less obtrusively, and at less cost, simply by overlaying time-series of
different length. This simply reflects the Imet that the most expensive
data are those required for the most elaborate time--series,



B. Survey Operations

The following series of surveys will be required in order to
implement the saturation and dispersed modules of the experiment
respectively: ‘

1. Saturation Module

The saturation module must be initiated with a baseline survey
to provide data on eligibility, work history and related variasbles and
to provide data on secondary research areas as well (family and community
behaviour, social integration, etc.). All families in the saturation

site would be interviewed {excluding whatever percentage refused to be

1nterv1ewed), with the baseline survey being 1mplemented in two phases.
Two phases will be utilized to implement the baseline survey, in order
to minimize the impact of that survey's census-like character. The ‘
first phase will involve a survey of one~third to one-half of the family
units. The second phase will involve a survey of all remaining family
units, and will be implemented as field conditions permit after phase

one, The first pericdic survey would begin about four months after

the baseline survey, with a stratified random sample of recipients and
non-recipients (see Section IV. D below) comprising the main panel to

recelve the periodic interviews,

2 Dispersed Module

- The dispersed module must be initiated by a screening survey

designed to locate families suitable (in terms of income, composition,

ete.) for allocation to any of the experimental treatment or control
groups. Preliminary work for the screening survey will include
designation of priority target areas within the dispersed site, and
complete listing of households in those areas. (Depending upon results
of aggregate data analyses of the 1971 census, six to ten times as many
families will have to be screened as will be chosen for the final assign—

ment to the experiment).5 Subsequently a baseline survey will be

5. Complementary use of Manitoba Health Services Commission data files is
also being considered for the delineation of target areas for the acreening
survey.
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conducted with a much smaller sample of potentially eligible families.
This survey will provide more complete data for determining eligibility,
and periodic baseline data for families subsequently enrolled in the
experiment, The first periodic survey would begin about four months
after the pre-enrollment survey, with all experimental families and

all families in the major control panel (see IV.D below) being
interviewed,

3 Control Community

The notion of control is important to the saturation study,
even though the only controls which are available may not be perfect.
Significantly, no control community exists which is identical to the
proposed saturation site on all (or even most) of the dimensions of
size, social-demographic composition, and economic characteristics,
Therefore, it is intended to develoﬁ a control panel matched on key
social—~economic characteristics, which is drawn from as similar a community
as possible, and which taken in the aggregate may be comparable to the
population of the experimental site, This control group would have to
.be developed subsequent to the implementation of the saturation experiment.
As presently anticipated, the control panel would include 300 to 400
families chosen from Portage 1a Prairie and the rural area surrounding

that community (see Section ITI.C.k).

C. Periodic Interviews

Interviews will be collected on a periodic basis from members
of each family designated —~— the period between interviews to be four
months, Periodic interviews are required to provide the elaborate time-

series data necessary to detect changes of behaviour in the primary and
secondary areas of interest.

1. TFreguency of the Periodic Interviewing

Tdeally, the experiment would require the assessment of
responses to the program at a fairly high frequency, for example
on a weekly or monthly basis., Such data would allow for optimally satis-
factory time-series analysis, as decisions relating to labour supply are

for most segments of the population, made on a weekly, monthly, or
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irregular basis. Unfortunately, this goal, like that of totally non-
reactive data collection, can not be attained in the real world. Rather,
it is necessary to balance the demand for frequent interviewing which is
necessary for the development of reliable time-series data with the
demand for soclally acceptable and economically feasible interviewing.
Both cost (which is high) and the task of maintaining reasonable co-
operation from respondents indicate better payoffs from less frequent
interviewing. Problems of reactivity and "learning effects" (of even
greater importance with a panel survey) are also minimized with less
frequent interviewing.

- For these reasons, we have settled upon a four month interval,
so that periodic interviews are conducted three times a year, This
decision is based on: (1) +the desire to use a relatively natural time-
interval, so respondents know when to expect interviewers and so the
periodic interview corresponds regularly with seasonal changes; (2)
American experience which has suggested that quarterly interviews are
somewhat too frequent and irritating to respondents; and (3) an appraisal
of two interviews per year (six month intervals) as inadequate both in
terms of probable reliability of recall information, and in terms of the
suitability of the resulting time series. Three interviews per year
for our primary survey panels is settled on as a sultable compromise
between requirements for more reliable observations and requirements for
mindmum disturbance of respondents! normal lives by survey operations.
Periodic surveys would be conducted on an approximately continuous basis,
a procedure which allows for economy in survey operations and also for
considerable flexibility in the area of disaggregating survey data
into more complex time series, |

D. Composition of Panels

As was noted under 1IV.A., regular periodic interviews are
applied to the major experimental and control panels only, Separate
control panels in the satﬁration and dispersed sites are assigned to
the anmual and end of experimen£ control panels and all other individuals

are ignored by survey operations (barring contingencies). Panels which
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are reinterviewed during each regular periodic interview are comprised
as follows: '

1. The Saturation Module

In the saturation site the major panel is a random samp186

of the commnity's families stratified by income, rural-urban location,
and family type, N = 2000 family units. Random sampling with stratifi-
cation by income and family type assures adequate representation of
recipient and non-recipient types as well as all major family types.
Oversampling of GAI recipients in the major panel can be accomplished
by stratification by income to include a satisfactory proportion of the
eligible population., Secondary panels in the saturation site include
500 families assigned to the panel reinterviewed once annually, and an
additional 500 families to be reinterviewed at the end of the experiment
only. Assignment to each of these three panels is random so that mode
of stratification is roughly identical across panels, and all assign-
ment is based on baseline data collected in the original baseline SUPVEY .
It 1s anticipated that an assignment model will be developed and applied
to the task of achieving optimal statistical composition of the

6Random sampling here makes optimal sense, since (a) non-random sampling
(selection of recipients only, for example) is likely to require program
development information (especially delineation of the basic recipient
population) which will not be available until well after field cperations
are launched; (b) the non-random sampling model {again for illustration
purposes: selection of recipients only) will be untenable where the
recipient population is changing; (c¢) non-random sampling becomes a
potential source of stigma for interviewees who are more likely to be
publicly identified (because of our survey presence) as recipients;

(d) responses of middle and higher income groups are of noteworthy
interest.

It is important to note that a major panel of N = 2000 families
could encompass about L5 percent of the saturation population and that
the supplementary panels outlined below bring the total survey "catch"
to about 70% of the population. '
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stratified random sample.

2e The Dispersed Module

In the dispersed module of the experiment the major panel is
comprised of all families assigned to any of the GAT treatments N = 600,
and a control group of N = 400. This panel is interviewed periodically,
three times each year for the duration of the experiment. Composition of
the panel is predetermined from composition of the experimental and
control groups. Secondary panels in the dispersed experiment include
200 control families assigned to the panel interviewed once annually,
and an additional 200 control families to be interviewed at the end
of the experiment only. Assignment to the major panel control group,
and to the two additional panels is random, with the same mode of
stratification applying in each. No treatment inyolving variation in
the intensity of interviewing is applied to subjects who are in receipt
of, or eligible for, GAT payments.7

E., Implementation and Scheduling of Surveys

Le Imnlementation of Surveys

It is presently anticipated that the survey operations for
the Manitoba GAT experiment will be undertaken in collaboration with
the Manitoba Bureau of Statistics, and with a broad participatory
consulting role allocated to Statistics Canada,

This organizational approach has been adopted for the
following reasons. First, it is viewed as essential that the Manitoba
GAI program itself (the administrative operation direétly'paying and
otherwise affecting program  participants) be separated in participants!
minds from the survey operations comnected with the experiment. The
rationale for this organizational bifurcation lies in the need to
minimize sources of error in the survey data, This position has been

well-reflected in American experiences with income maintenance experiments.

7 This is primarily because of the cost of experimental families in the
dispersed experiment, It is not thought desirable from a cost point

of view to forego time series data on experimental (treatment) families
in the dispersed module.



It has been the practice in all American income maintenance experiments
to separate administrative and survey operations ~~ partly to minimige
response biases, bubt also to avoid potential administrative tangles that
might ensure in triadic encounters between program participants, ad-
ministrators, and interviewers. Problems encounteredmay include the
following:

i. respondents may exhibit heightened tendencies
towards social desirability responding as a re-
action to (incorrectly) perceived power of the
interviewer to affect GAI benefits.

ii., a similar distortion, which might fall under the
heading of "demand characteristics! could re-
sult from the general link between the program
and Project survey operations. This danger
becomes greater, the closer the interviewers
are to the researchers and to some greater
empathetic understanding of the researchers! own
hypotheses, expectations and biases. This pro-
blem is minimized by separating the survey force
as much as possible from central administrative
and research operations.

iii. Iindividuals who are overly anxious about re-
lations with government programs (for example,
individuals who are worrying about consistency
of survey responses with income reports and
other reports to the'Projecﬁ)are likely to react
unfavourably and cooperate less with interviewers
who may be seen as "caseworkers" or "sples'. Re-
fusal and attrition rates are bound to be higher
in the case where the survey organization is a
visible arm of the program.

iv. attrition among control groups (and unpredictable
kinds of bias) are likely to be heightened if the
survey operations themselves baldly ammounce to
controls that they are participants in (on?) the
short end of a guaranteed anmmal income experiment.

ve it is desirable for us to learn some things about
experimental subjects' behaviour which they could
not report at all to an interviewer directly con-
nected to the program, for example, under-reporting
of income. Thus we must be able to guarantee

8This incidentally heas happened anyway in the American experiments, although

no published reports have indicated the extent or kind of 51de-effects
which resulted. :
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that survey responses will not be made available
to the administrative program. This is difficult
at best, but clearly impossible for a survey

. organization directly connected to the program's
administrative office,

vi. if the administrative and survey organizations
are not distinct, interviewers can spend a lot
of time fruitlessly disentangling themselves
from responsibility for program actions (such as
changes in payments or other complaints) re-
garding which they cannot be responsible.

vii. non-recipient controls are likely to respond
with hostility to project—affiliated interviewers,
~simply because the interviewers are likely to be
seen as representatives of a welfare-like program.
This is particularly true regarding individuals
who are over the breakeven—point in the saturation
study.

Various alternatives for survey implemehtation have been ex-—
amined. These included various commercial contractors9 as well as the
alternative of the Project itself developing a survey organization.
Various commercial firms have been tentatively rejected for reasons re-
lating to cost and to quality control. Development of a survey organi-
zatlon by the Project alone has been tentaﬁively fejected as unnecessarily
duplicating functions of other agencies. The Manitoba Bureau of
Statistics/Statistics Canada option is presently viewed as the optimal
alternative for implementing the surveys. It is anticipated that this
solution will provide the best organizational support for effectively
undertaking and completing the surveys. Simultaneocusly it is antici-
pated that this arrangemént will allow GAI survey personnel and other
researchers the best possible control over the character and quality of
the interviewing. Finally, this option provides important advantages
vis a vis data confidentiality inasmuch as all personnel will be covered
by the Manitoba Statistics Act. '

2« Scheduling of Surveys

It is anticipated that the following schedule c¢an be met for

9Estimates and operational proposals were sought from a large number of
commercial and academic survey organizations, and detailed submissions
were received from six such organizations between October 1972 and
Jamiary 1973,
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survey and survey-related operations., These estimates are based on the

~assumptions that all survey personnel are in place by March-April, 1973,

Survey and Enrollment Schedule

Saturation Experiment ' Dispersed Experiment

(i) baseline surveys to collect primary (i) screening surveys and re-
data (May, dJune, 1973 and September to lated operations to locate

November, 1973) suitable families (May,
June, 1973)

(ii) screening and baseline survey in (i1i) baseline survey (June,

the main control community (July and July, 1973)

September to November, 1973)

giii) inmitiation of enrollment
Jarmary 1974)

(iii) enrollment (September, 1973)

(iv) periodic interviewing, at four (iv) periodic interview of recipi~
month intervals, of a stratified random ents and control group (begins
sample of saturation recipients and non- January, 1974)

recipients and control community panels. '

(begins January, 197L4)

"Fs___Secreening and Training of Interviewers

As was noted in IV.A. it is essential that the surveys be con-
ducted by well-trained, compebtent survey persormel. This is especially
important as: (1) all interviews will deal with sensitive information
regarding income, net worth etc.; and (2) baseline and periodic interviews
will probe in a number of other areas which are usually thought to be
highly demanding of skilled interview delivery (i.e., such areas as
fam’ly and community behaviour which may be sensitive to mode of inter-
viewer presentation, and such general areas as attitudes, values and other
subjective orientations which must be carefully presented and explained),
This means that considerable care must be taken in the recruitment and

training of interviewers and their supervisors.

To attend to this task, a special group will be jointly
established by the Manitoba Minimum Annual Income Project and the
Manitoba Bureau of Statistics, which group will be responsible for de—
signing and supervisingrthe implementation of interviewer recruitment,
screening, and training procedures. It is anticipated that screening and
training of survey persomnel will be an on-going activity. Nonetheless,

it may be supposed that initial activities in this area will be developed
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on the basis of the following outline.

Interviewers will be recrulted from occupational strata
likely to provide high quality interviewers.lo This will be done in
such a way that interviewers are drawn wherever possible from the same
areas in which the surveys are to be conducted, or alternatively from
areas as similar as possible to those target areas. This means that in-
terviewers for the dispersed module of the experiment will be drawn almost
entirely from Winnipeg and the immediate surrounding rural area., Inter-
viewers for the saturation module of the experiment will be drawn almost
exclusively from areas near the saturation site, and from similar communi--

ties in rural Manitoba.

Each potential interviewer will be required to perform satis—
factorily in a personal interview designed to appraise probable suitability
for survey work, and each potential interviewer will be required to
administer a "trial" interview. Individuals performing in a satisfactory
marmer through these screening operations will be allowed to attend in-

terviewer training sessions and be paid during their training.

Initial training for interviewers will focus on basic techniques
of survey research and interviewing. Particular attention will also be
paid to such matters as: the role of the surveys in the project as a
whole; confidentiality of survey data; and field and payroll procedures.
Subsequent training will alternate between small group sessions (including
simulated interviewing) and real interviewing in field situations,
Emphasis here is to be placed on improvement of interviewing techniques.
In this connection, continuous assessment would be made of each inter—

viewer's performance,

Such extensive and varied training will be essential, since
only a minority of the persons recruited can be expected to have pre~
vious interviewing experience. It is anticipated that this training
will take 60 to 80 hours, of which it is important that 15 to 20 hours
are devoted to actual interviewing. Special training of much shorter

duration will be required to introduce the interviewers to each of the

1014 is anticipated that cautious use also will be made of research find—

ings pertinent to the selection of high quality interviewers, parti-
cularly such findings as deal with the characteristics of high guality
interviewers., (See, for example: Seymour Sudman, Reducing the Cost

of Surveys, Chapter 8, "Cost and Quality of Interviewers'", pp. 100-153.)




major surveys impiement.ed.11

G, Survey Quality Control

The goal of obtaining high quality data requires considerable
attention to the minimization of error in survey responses. This
goal is approached in two ways, first through the use of extensive
pre~testing to develop reliable indicators, second through careful.
attention to survey gquality control,

Survey gquality control will be reinforced by each of the
following. (1) Each survey returned from the field will be edited
in detail by an interviewer supervisor or other guality control person.
This will provide a check on such problems as incorrect skip-logic, and
missing or illegible answers. (2) A random sample of each interviewer's
work will be checked and validated by telephone or personal contact.
This should eliminate gross attempts at fraud or falsification of
iﬁterviews. (3) Interviewers will be randomly shifted from family
to family through time, so that interviewers will generally be able
to interview a different set of families during each periodic survey.
(4) Interviewers will almost certainly be placed on a pay scale which
(among other things) allocates a small financial penalty for each error
in an individual interviewer's work., This procedure should result '
in greater attention and care in the interview work —— thus reducing
errors and improving survey quality generally. (5) Interview data
will be cross—validated from the current periodic survey to previbus
periodic surveys to detect suspiciously radical changes in situation
or behaviour indicative of probable errors. (6) The internal logic
of each individual survey will be checked by a computer-editing

program  before the data is accepted for permanent storage.

11, In addition to normal on-going assessment of interviewer performance,
a special study will be undertaken to determine the effects of inter—
viewers on survey response patterns (For a discussion of this problem,
see: Derek Phillips, Knowledge from What? 1971, pp. 78-123)

91



92

H., BSecurity of .family interview data

Security of family interview data is of the highest importance.
Only if families and individuals can be secure in their belief that
their responses are sbsolutely confidential can the researchers expect

cooperation. For this reason, several security procedures will be
followed.

First, all interviewers and all persons handling survey materials
will operate under closely scrutinized check-out and check-in rules.
This should minimize possibilities of survey materials going astray.
Consistent with this procedure, an attempt will be made to keep all
survey data-processing activities under one roof,

Secondl&, all interview materials will be "masked" as soon
as they are returned from the field., At the point where a given
questionnaire has passed field editing, identifying information regarding
the specific family and individual will be removed. This is easily
done if identifying information is compartmentalized and if interview
schedules are number—coded.
| | Thirdly, all interviewers, coders and other persons having
access to individual survey data will be sworn under the Manitoba
Statistics Act. This will reinforce the above security procedures
significantly inasmuch as severe penalties may be levied under that
“Act for violations involving confidential data.
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V. COMMUNITY DATA COLLECTION

A. Introduction

Elsewhere in this design are indicated experimental variables
concerning individual and family behaviour, for which data will be
systematically collected. But a basic rationale for the saturation
module is the opportunity it affords to examine external factors which
might be related to individual behaviour, and thus bear upon the
interpretation of experimental results. Therefore, a major research
activity will be the systematic collection of general economic, social
and institutional data on community factors, especially in the
saturation and control sites which are basic to the structural situations
within which this behaviour will occur. '

There is little theoretical guidance concerning the appropriate
cabsgories for which data should be collected., Items are included on
the ligt because they will provide general background information.

Unlike the variables specified in the design section, the designation

of these factors is not informed by hypothesis about their dependent

or independent relationship to key response variables, Rather, this data
collection activity will involve the monitoring of a series of community
indicators which may prove useful in the future development of hypotheses,*
We are also considering collecting data on various kinds of unobtrusive
measures (see section ITI.A.3).

Data collection prior to the start of payments will be heavily
emphasized. This will give a history against which the subsequent
modifications can be assessed. Also, it will yield a finer measurement
of the natural (pre—payments) similarities and differences between the
saturation and control sites. Data will also be collected, for a scaled-
down set of categories, on the dispersed site. Using this data,
community proflles will be constructed on all three experimental comm-
unities. An economic research assistant is being employed to work full
time on the compilation of the data now available from governmental
sources. Community data collection will be the responsibility of
researchers in the saturation, control and dispersed sites., This
activity will be a major part of the responsibilities of the senior field

researcher stationed in the saturation community,

¥See III,C for a brief discussion of how this relates to the overdil
survey design



B, ‘Sources of Data

1. Experimental Site History

Information on local history will be developed through library
and archival research, newspapers, and other locally published
materials,

2. Governmental encles

The Province of Manitoba's Regional Analysis Program (Department
of Industry and Commerce) involved the generation and analysis of a
significant range of economic, social and demographic data on all
possible experimental sites. Other Federal and provincial agencies
which regularly collect relevant community data have been or are
being approached with regquests. These include:

a., ‘Manitoba Department of Health and Soclal Development,
Community Operations Division;

b. Manitoba Department of Agriculture;

¢. Manitoba Department of Labour;

d. Canada Manpower;

e, National Revenue;

f. Unemployment Insurance Commission;

g. Stabistics Canada (Census data, etc.).

3. Norn~-Governmental Agencies

Such bodies as trade unions, farmers' organizations, culbural
assoclations, trade and commerce groups, and professional associa-
tions are additional possible sources of data.

Le Survey Data

Initial discussions have been held with Statistics Canada on
expanding the samples of existing surveys, such as the Monthly Labor
Force Survey, Job Vacancies, Prices, Consumer Finances, etc. The
collection of additional data not awvailable through existing sources
will be performed by the Projectt's baseline and periodic surveys.

5. Community Indicators

There are a number of social and economic indicators, such as
the annual value of cheques cashed, that will be systematically
collected by Project staff. '

Ly



C. Types of Data to be Collected

While the categories are subject to considerable revision, the

following 1ist does represent the kinds of desirable community data,
and it does indicate the magnitude of the community data monitoring
task which is plammed,

1, Standard Census Information such as ethnic composition, age

distribution, marriage, birth, death and divorce rates, population
growth rate, density, in-out migration, etec.

2. Communityv Development (patterns of settlement, establishment

of community institutions, etc.).

3. Hconomic Development

a. Agricultural

i. History of agriculture in the area;
3i, Price trends and fluctuations for
- different crops and livestock;
iji. Yield trends and fluctuations for
different crops and livestock;
iv. Historical trends in size and types of farms;
v. Value of farms;
vi. Farm incomes by type;
vii, Rate of sale and abandonment of farms;
viii, Govermmental agricultural programs;
ix. Farm organizations - existence and membership.

b, Industrial

i. Number, size and type of manufacturing. facmlltles,
1l. Openings and closings of major facilities;
iii. Major expansions or contractions of ex1st1ng
- facilities;
iv. Value of output by industrial category;
v. Productivity.

¢. Provincial and Federal Fconomic Development Programs

Ji. Employment/Unemployment

a. Composition of labour force by Jjob type, part and full time;
b. Wage rates for Jodb types;

¢, Unemployment rates by occupation;

d. Seasonality of employment;

e, Unionization rate;

f. Participation rate;

ge Job vacancy rate;

h. Retirement patterns;

i. Underemployment.

95
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5. Housing

a. Rental rates;
b. Vacancy rates;
¢, Housing starts by type;
d. Assessed valuation;
e. Availability of low-income and subsidized housing;
f. Mortgage rates.
6, Retail Trade

a. Types of existing stores and services;

b. Opening of new facilities;
c. Value of retail trade, by types;
d., Annual value of cheques cashed;
e. Bankruptcy rate;
f, Rate of purchase of automobiles and other consumer durables;
gs Price levels of selected items, '
7. _Credit Structure

a, Number and type of financilal institutions;

b. Interest rates; _

¢c. Value and purpose of business and personal loans;

d. Amount of savings;

e. Change in the number and type of financial institutions;

f., Average number of days sales oubstanding (collections);
- g« Government loans.

8. Municipal Financial History

a., Size of annual budget;

b, Revenues raised;

¢. Patbterns of expenditures.
9. Health Services

a. Number and type of doctors and dentists;

b. Hospital size and facilitiesy

c. Publie health programs;

d. Utilization rate of these services.
10, Schools

a. Dropout rates;

b, University and college attendance;

c. Utilization of Manpower and other training courses.
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Recreational Activity

a.
b.
C.
d.

Admissions to National and Provincial Parks;
Purchase of recreational vehicles;

Expansion or contraction of facilities;

‘Attendance at sporting, cultural, etc. events.

Nature and Utilization of Social Assistance and Transfer Programs

ae
be

Ce

Municipal welfare programs;
Provineial programs, such as social assistance, provincial
home repair program, the health card, etec.

Federal programs, €.8. OsF. Y., F.I.5.P.,; UsI.C., etc.
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VI DATA PROCESSING AND CONTROL

A, BStorage and Processing

l, Introduction

A primary objective is to maintain survey data files and
administrative data files as completely separate entities. This is
essential, inasmuch as the two data sets will, to some extent, pertain
to differing universes of individuals. Not all the recipients will be
surveyed; therefore the administrative file will reference individuals
and families not found in the survey data file. OSimilarly, many of
those surveyed will not be recipients and therefore they will not be
referenced on the administrative file. Additionally, it will be
important that each data file allow for: (1) aggregation and dis-
aggregation of family data over time; (2) simultaneous tracking of in-
dividuals or families through time; (3) economical data retrieval; and
(4) integration with the other file, where possible, and where necessary,

for research purposes.

The data processing system for administrative purpbses (pay-
ments) will be designed to function as an operational program potentially

suitable for a universal GAI, as well as part of the experiment.

There will be a procedure for matching files, by using the
Social Insurance Number (SIN) and/or the Family Number fields. The
family mumber field will'allow for analysis of the break-up of families
over the duration of the experiment. A unigue number will be assigned
to each family (support unit). If one filer in a support unit (see
Section VII.A, Definition of the Support Unit) were to take up new
residence, then a new numbér would be assigned, but his record would
also contain his previous family number to allow matching back to his
former family. The 'SIN' number will be the primary identifying field
for each individual. Where a 'SIN' number is not available or not
applicable, a dummy number will be assigned. The combination of these
two fields will allow tracing of separate individuals, and individuals

within families,

lThe Project's computer analyst and financial controller who are jointly

responsible for the development of the Project's administrative systems,
have visited Ames, Iowa to talk with the RIME data processing manager.
Copies of input forms and computer output were obtalned and will be an
important base for our own systems design considerations.
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2. Storage Medium and Hardware Requirements

The primary storage medium will be punched cards, which will
be converted to magnetic tape for all data processing operations.
Survey file data will be retained on magnetic tape, but may be written
onto disk depending on data retrieval which is desired. The hardware
used for these operations will be the Provincial Computer Centre's
~ IBM Model 370 - 155 with 512 X memory. Peripheral equipment includes
9 - 9 track 2400 tape drives and 40 - 231} disk drives.

3,  Administrative File

This will be a tape file with a record for each filer. A
copy of the proposed record may be found on pp 103-4e. Current transactions
will be applied teo this file every two weeks. These transactions may
include correction records, addition of new filers and income reports
from filers. The file update process will include printing of error

lists,.

Filers will be reguired to complete an income report form
every four weeks for mailing to the relevant field office. Hmployees
of the field office will check reports for errors, omissions, etc.
and take steps to correct information received. The reports will then be
sent to the Project's head office for coding and keypunching. Blank in-
come reports will be mailed out from Winnipeg to filers based on a list
printed out as a by-product of the updating.of the Master Payment File,

Cheques will be printed every two weeks, and as a by-product,
statistical reports will be printed summarizing characteristics of the
recipient population. These may include characterization of GAI
recipients by (a) occupation type; (b) age; (c) sex; (d) family size;
(e) marital status; (£) hours worked; (g) residence type; (h) education;
and (i) ethnicity. |

It is desirable to run a weekly edit to provide reasonably
good turn-around from the time a person enrolls until he can expect his
first cheque. It is also essential in order to re-introduce corrected

records that have been corrected from the previous week's error listing.

The following does not constitute a complete list of the items

to be edited; it is intended only to be representative of the checks to
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(See Section IV .G. for a discussion of survey quality contrel pro-

cedures).

There will be a separate tape file for each of the periodic
surveys as well as the baseline data. As survey information is ob-
tained, the data Wiil be coded and keypunched. The cards will be read
onto magnetic tape for processing. The basic processing will be an
editing function to ensure, to the greatest degree possible, that the
information obtained is reasonably accurate. Each new period's data
would be compared to information obtained in the last survey period in
order to compare values and thereby establish an automatic survey
quality control check. It may be desirable to transfer the information

from the tape files to disk storage for specific retrieval in the future.

5o Summary

The abnve is a preliminary outline of the data processing
system. The first consideration is to design the system in a fashion
that will allow the greatest probability of success in the time avail-
able. Therefore, simplicity has been emphasized. The system will be
made increasingly sophisticated over the course of the next three years.
Since data processing is fundamental to the operation of a universal GAI,
several different systems design ideas will be examined in the course of
the experiment. Our ultimate objective will be to reduce the reporting
inconvenience on the part of the recipient and minimize the cost of the
coding and data transcribing function (keypunching). Such options are
being considered as pre-punched cards, mark-senses cards, opbical
character readers {full sheets), and remote direct input and retrieval
of data,

B, Automated Auditing Procedures

As a system, the guaranteed income can operate only if it is
administratively simple, inveolving a minimum of contact between support
umits and Project persormel. At the same time, however, the Project must
have mechanisms for ensuring that filers are receilving payments to which
they are entitled. To serve both ends, the Project is investlgating means

of enforcement by comparing information supplied to the Project, with
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that supplied by the same filer to other government agencies. What

we are looking for are not minor, but gross deviations. When such
discrepancies are found, a check will be made with the filer to
determine, if possible, the cause of the conflict. In the experiment,
the purpose of this will be to learn about the extent of mis-reporting
which could be anticipated with a universal program and to develop
automated auditing procedures for coping with this. In the experiment
itself, only the most gross abuse will result in administrative action,
i.e., separation from the program. The following data sources will

form the basis for developing these automated auditing procedures.

1, Manitoba Health Services Commission (MHSC) File

A data processing file is now maintained containing a record
Tor each person in Manitoba. The Project will submit a file of new
GAT applicants to MHSC every month to allow the existence of dependents
claimed by filers to be checked against the MHSC file. It is also
possible to determine location code, address, birth date, social in~-
surance number and MHSC registration mumber. OChanges in the number of

dependents claimed may also be compared to the MHSC file,

2 Manitoba Income Tax File

Permission will be requested from the Federal Government to allow
the Project to use the Manitoba Income Tax file to compare the income de-
clared for tax purposes to income declared to the Manitoba Project. As
the file is over a year old (e.g., the 1971 information is not available
until the spring of 1973), this is a long term control mechanism. Other
data that can be compared are birth date, social insurance number,
location code and address. Filers will, of course, be informed that

these comparisons are Lo be made. -

3, Manitoba Provincial Welfare File

The Project's master file will be matched to the welfare file
on a quarterly-basis and a listing prepared of those people who received
payments from both GAI and welfare in any one month. Other data that may
be compared are birth date, location code, dependents, income, and

address.
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MASTER PAYMENT RECORD

FIELD NAME

Social Insurance Number
Surname

First Name

Street Address

Post Office/City Address
Municipal Code

MHSC Registration Number

Birth Day
Month
Year
Sex

Marital Status

Mumber of Dependents
Occupation Code

Residence Code

Lagt Payment Period

Last Income Reported Period
Date of Manitoba Residence
Date of Current Residence
Filer Code |

Hours Worked

Carry Forward

T e N R N

SIZE EXPIANATION

9

20

10

20

20

3

7

2

2

2

1 1 Male
2 Pemale

i 0 Missing
1 Married
2 Widowed/Widower
3 Divorced
& Separated
5 Single

(Tax Codes 00-82)

1 Renter Apt. Sulte
2 Renter House Suite
3 Renter House

L Home Owmer

5 Boarder/Lodger etc.

Day Month Year
Day Month Year

0l Family Head

02 Spouse

03 Related Other Adult

0l Non-Related Other Aduli
05 Unattached Individual

3 ‘ Major Source of Income



FIELD NAME

Ethnic/Race Code

_ Total Government Income

Treatment Code

Net Worth Amount
Net Worth Deduction
Family Number 1

wi-w i

Education Code

Payment Amount -~ Period

1~2
3=4
56
78
9-10
11-12
1314
15-16
17-18
19-20
21-22
23-21,
25-26

Income Reported - Period

1-2
34
5-6
7-8
9-10
11-12
13-14
15-16
17-18

19-20

2122
23~2L
25-26

VT UT WU AT A DT UT AR T AR\ T T AT

VAT AT T AT T T DT AT A T T AT

SIZE

N Vv ot O

EXPTANATION

Welfare

U.I .C >

Children's Allowance
O4h S,

G.I.S.

Workmen's Compensation

1 Tax Rate 1

2 Tax Rate 2
3 Tax Rate 3

Code to allow analysis
of integration-

disintegration over time

Highest level of formal
education obtained

10
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C. Security of Data

To conduct this experiment, the Project must acquire and
store a large volume of confidential data, We must be able to assure
all participants that we can guarantee the security of this data.
This obligation, which is a normal aspect of social science experi-
mentation, is reinforced in this instance because the experiment is
being conducted by the Province of Manitoba, with the support of
Canada. Iimitations also apply in this project, to the public
release of analyses of the data. To ensure maximum confidentiality
and security, these procedures will be followed:-

1, Every full-time member of the project will take the
Oath of Allegiance to the Queen, which includes a confidentiality
clause,

2.  Each member of the project staff, and all part-time
employees will be administered the Oath of Secrecy of the Manitoba
Statistics Act. An offence against the Act makes the offender liable
to a conviction and a fine not to exceed $5000.

3. Use of the Act also provides direct protection to
respondents becazuse any information collected by interviews, etc.
is privilegéd and camnot be used as evidence in any legal proceeding;
nor can anyone bhe legally required to produce in Court or for any
other body, information obtained under the authority of the Act,

Le In no case will data on any identifisble individual,
family or business be released to any person or agency; nor will
- published results contain data on identifiable individuals, families,
or busineéses.

5. Only persons sworn under the Act will be permitted to
examine any individual survey return, or other raw data. ‘

6, All data will be stored at the Provincial Computer
Centre. Only the project's computer analyst can authorize access
to these files. To ensure responsibility, the analyst has been

designated as Project Data Security Officer.



7. Release of aggregated data and the project's
analysis of it, will be governed by the provisions of the Act
and will also require the written approval of the Minister of

Health and Social Development.

10



VII RULES OF OPERATION

A, The Support Unit
' 1. Definition of the Support Unit

A support unit will always consist of at least one filer,
plus any other adults, and any dependents of the filer, and any
dependents of the other adults.

Fach of the following will normally be treated as a multi-
member support unit. Any unit falling ﬁnder one or more of these

definitions will be treated as a multi-member support unit.

(Note: The concept multi-member support unit always includes
families as we usually think of them and as defined in American
NIT experiment rules of operation. Thus, for example, the concept
encompasses nuclear, census and economic families. But not all

multi~member support units are families),

(a) two or more persons 18 or over (and their dependents),
normally living together, and related by blood, marriage
or adoption;

(b) two or more persons 18 or over {and all dependents),
normally living together, who regularly pool their income;

(¢) = single parent living with at least one natural or
adopted child;

(d) +two or more persons living together with at least one
child (that child related by blood or adoption to at
least one of the adults),

Any person 1€ years of age and over who is not a member of a
multi~member support unit as defined above, or a dependent of a
member of a multi-member support unit as defined above, can be
treated as a single-member support unit. Anyone less than 18 jears

of age is ineligible for treatment as a single-member support

unit.
A husband and wife normally living together will (along with
their dependents) always constitute a single support unit,

A person can not belong to more than one support unit in any
one month,

11«
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2. Members of the Support Unit _

Members of the support unit include the filer (or filers),
other adults and dependents. The following pertain to each type
of member:

The filergs) are responsible for filing the income report
form for the support umit. The filer(s) in 2 support unit will
always be the hea&(s) of that support unit. The head(s) of the
support unit will be identified as follows:

(a) where a family unit contains a husband and wife, both
are heads of the family unit, '

(b) 4if the unit does not contain a husband and wife, then
the head is to be a person who is a parent or guardian
of a dependent child in the unit,

(¢) any eligible person who is co-habiting with a head of
an eligible family unit, will be considered a head of
that unit.

(d) where the above definitions do not result in identifi-
cation of one or more heads for the support unit, the
head will be the oldest employed person or the
oldest ﬁerson, if no members of the unit are employed.
The head(s) identified in this way will be the filer(s)
for the unit, but the members may designate one filer
if they wish.

Other adults in a multi-member support unit will always be

18 years of age or older, or persons having other dependents. Un-—
related persons living in a household and paying rent will not
normally be viewed as "other adult" members of the support unit
comprising the household.

Dependents will always include dependents normally claimed by
the filer and by any other members of the support unit for positive
income tax purposes. Additionally, dependents may include:

(a) natural or adopted children less than 18 years of age

normally living with the eligible unit;

(b) non-related children normally living with the eligible



(c)

()

The

(a)

(o)

unit, and normally receiving more than 50% or his/her/
their support from the eligible unit (excludes foster
children);

natural or adopted children not resident with the support
unit, but receiving more than 50% or his/her/their support
from the support unit;

other related persons over 18 if the support unit provides
for more than 50% of his/her/their support.

following also apply regarding dependents:

if a person over 18 is declared a dependent, this
declaration must be agreed to by said dependent in writing.

no person may be a dependent for more than one support unit,

1L
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B, Residence Requirements

Because we are conducting an experiment which is not a
universal program, we anticipate that there may be some problem
with people moving into the experimental sites in anticipation of
receipt of payments. This in-migration response to the program
could be a particularly serious problem in the saturation site.
For this reason, it is necessary to establish basic residence
qualifications.

Thus we will require that the primary filer in each
support unit be (a), a resident of the Province of Manitoba, and (b),
a resident of the experimental site on the date of the first public
announcement of the experimental site, For those subsequently
applying for enrollment in the saturation site, the primary filers
must have been residing in the commnity for one year prior to
application.

For purposes of enrollment we will require that ecach
primary filer have: (a) A Social Insurancs Number card and (b) A
Manitoba Health Services Commission (MHSC) card. This latter card
shows name, address and date registered. The MHSC card can be taken
as prima facle evidence of residence, and date of residence. Other
documentary evidence may also be acceptable, such as: voters' lists,
tax rolls, etc. '

- Since there are problems inherent in any definition of

residence, we will allow rulings on this and other qualifications to
be appealed to the Review Board., (See Section VII.F.)



C. The Accounting Method.

We begin from the assumption that a guaranteed annual income
program should respond to current need, while taking into account the
factors of net worth and income history, i.e. we will weigh current
need against the ability to meet that need, Therefore, it is intended
that payments will reflect a filer's income history, present income
and present net worth. The length of time which will elapse before
transfer payments increase to reach full support will be determined by
these factors.

l. Accounting Period

Current need will be calculated by averaging income over the
two complete calendar periods prior to application ( a calendar period
consists of four weeks). Any filer whose average net income (ANI) for
the last two periods prior to application was either a loss or less than

the breakeven for the appropriate family size, can qualify for a transfer

payment in the period of application, and so on, always using family

income for the past two periods.

The two perlod accounting plan is a compromise which will
give us a reasonably quick response to income changes, while at the same
time affording averaging capability which can smooth out incomes which
fluctuate above and below breakeven. The two period accounting plan
narrows the fluctuations and has the adventage of reducing the potential
for overpayments. By contrast, a one period plan would be more responsive,
but would also tend to produce more overpayments which could only be
recovered over a longer future time span, and a three or more period
accounting plan is insufficiently sensitive to current need,

The ANI can be calculated in different ways, some of which are:

(2) i Previous period's actual income in total

ii Previous period's actual income up to B/E - the
excess being assigned to Carry Forward (CF).

(b) i A 2 or 3 period moving average of actual income in tobal

ii 2 or 3 period moving average of actual income up to B/E
with the individual period's excess over B/E being
assigned to CF,

iiji 2 or 3 period moving average of actual income with the
excess of the average beyond B/E assigned to CF.

The last method (b)(iii) is the most consistent with the considerations .

which lead us to opt for the two period accounting plan. The ANI may, .
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however, be affected by imputing an amount of carry forward and net worth
from the filer's previous income history.

2., OCaleunlation of Carry Forward.

Carry forward is the mechanism by which recognition is given
to income activity over a longer span than two periods. Carry forward
can be positive, nil, or negative. If positive, it represents that portion
of the average net income which 1s in excess of breakeven; if negative,
it represents a loss incurred over the carry forward period. These
excess incomes or losses are set aside and used to moderate future
income fluctuations., The carry forward mechanism acts like a savings
account if positive, and a loan, if negative.
The Manitoba experiment will determine carry forward as follows.

Upon enrollment we will consider a;full year's income prior to the period

of enrollment, taking the current calendar year first. Assume, for

example, an enrollment during the month of September -

Current calendar year, income Jan. - Aug. $ 5300
Previous calendar year, total income: ($9600)
Sept. - Dec. estimate ($9600 x 4/12) 3200
$ 8500
B/E level/yr: 1400
Carry forward: $ 1100 (see "illustration" # 1)
SEESOETTRNI

The previous calendar year "estimate" calculation is used because we do
not anticipate that monthly recall of the previous year will be possible.
Given this we must accept the undue infiuence accorded the early part
of the previous year by the caleculation.
The carry forward balance at any given time will be the net sum of:
(a) initial carry forward
(b} plus subsequent positive CF
(¢) minus subsequent negative CF
(d) minus any imputation (or consumption) of carry forward
3., Imputation of Carry Forward.

The key in income maintenance is the rate at which we take excess
income {carry forward) into account in calculating current transfer payments,

and for how long after this excess was earned. The "20% of diminishing
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balance" method is the one to be used in the Manitoba experiment. Tt has
the following desirable characteristies:

(a) It has an open time horizon - the consumption of carry
forward is dependent upon current income first, which
means that we can store carry forward for several years,

- if we so desire. Of course, we also have the option of
wiping it out in extenuating circumstances.

(b) Consumption of carry forward is heavier during the earlier
periods after the high income was earned. This results
in a support pattern which continues to gradually increase
until it reaches full support after several periods.

(¢) This method has long been used for income tax depreclation
and is familiar to many people.

(d) Normal imputation (or consumption) will be at the rate
of 20% per period of the existing CF balance from the
previous period [see "illustration" item (2) J.

(e) The imputation amount may be less than 20% (3) so that
current (average) income and imputation of CF will be = to
B/E. Support payment will be nil at this point.

(f) Conversely, should current (average) income be a loss,
then imputation may be more than 20% (4) in order to
liguidate this loss, bringing combined current income up
to '0'. In this situation support payment will be made in
full,

At this juncture it might be useful to point out that neither
the carry forward "set aside" nor "imputation" are necessarily independent
wflows", For example, it is presumed that a family camnot live on less
than '0' income, so if average net income (ANI) is a loss, sufficient
funds must flow in to liguidate this loss, This is accomplished by the
family either drawing from existing savings (imputation) (5) or by going
into new debt (negative "set aside") (6).

Conversely, a family is presumed to live on average net income
(ANI) within B/E. Any excess over B/E is presumed to be saved (positive
vset aside") (7). Tt is further presumed that a family makes some pay-
ments {negative "imputation") (8) towards debt as long as there is some

current income (ANI) to pay from.
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The net of average net income (ANI) + carry forward flows =
total deemed income (T.D.I.) each period. This is the total income that
the family is deemed to have available to live on, This is the sum on
which GAT transfer payments are based, Using the standard negative income
tax approach, this earned income (TDI) is 'taxed' at a given rate (35%,
50% or 65% in Manitoba). The remainder after tax is subtracted from the
support level (S) to determine GAT payment.

Thus: Average net income (ANI) 450 £TTustration (8)
Less: carry forward (CF) =18
= Total deemed income {TDI) 372

which is 'taxed' at 50 o

leaving, after tax, income of $186

on which GAI transfer is based g9

'"Taxing' is simply a means of determining how much the transfer payment

is reduced for every additional dollar of natural earnings (Total Deemed
Income). e.gZ.

Earnings A Farnings B

Total deemed income (1) 372 472
Taxed @ 50%
Leaving (2) 186 236
GAI transfer (3) _99 49
Total support level (4) 285 285

| Combined income (1)+(3)
It should be noted thats

B
-3
I_I
\JT
N
[

(a) As the family's income increased by $100, their GAI
transfer was reduced by $50.
(b) The combined income always increases as earnings inerease,
L., Types of Incomz Patterns and Overpayments
A sensitive aspect of any GAI scheme is the possibility of
overpayments. To place the whole toplc in perspective it is useful to
categorize posszible types of overpayments.

Given the various types of possible GAI payment schemes,

we make the following observations of earned income patterns.

1. People who are consistently in poverty due to no earned income
(probably on some welfare program),



STATIC SITUATIONS

CYCLICAL OR COMMON
FLUCTUATTIONS

NOT PREDICTABLE PREDICTABLE ANNUAL
DISRUPTIONS

ko

5-

following
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People who are consistently in the low income range (O - B/E).
(a) People whose incomes are generally increasing in normal
increments year by year,
(b) People (salesmen) whose incomes fluctuate above and below
B/E (slightly) from one year to the next.
(a) Seasonal workers whose annual income is between O - B/E
but have some Nil or low periods.
(b) Seasonal workers whose anmial income is above B/E but
have some Nil or low periods.
(a) Farmers or business men whose annual incomes are
between O — B/E with some low, nil or loss periods.
(v) Farmers or business men whose annual incomes are above
B/E with some low, nil or loss periods.
(a) Short term
(b) Long term
The prepared system would cope with the above patterns in the
WaySe
1 and 2 - They should never get overpaid since we will be able
to correct as we go (these filers are always
entitled to new transfers from which to recover).
3 (a) As people “graduate" from our program by achieving
natural jncomes beyond B/E, they would surely not
be expected to repay, since that would comstitute a
penalty for leaving the program. Such overpayments
quite properly constitute phasing out costs, and in
any event carnot be extremely high.
3 (b), 4 (b}, 5 (b) After the first year, the carry forward
will put a big dent in any potential overpayments.
L (a) No problem
5 (a) No problem
6 (a) No problem - a basic forgivable allowance of 2 periods
may be provided for the short term,
6 (b) Also bear in mind that "disruptions" has the comnnotation
of a significant drop in income. Carry forward would

come into play.



D, Definition of Income and the Application of the Offset Tax Rates.,

1, TIncome to be Exempt from Offset (i.e. tax rate = Q)

All income, either money or in kind, derived from a Federal,
Provincial or Municipal needs-tested welfare program will be exempt
from offset, provided that the calculation of benefits for each case
under the welfare program fully reflects the GAI payments received,
The introduction of GAI into the saturation site will relieve the exist-
ing Provineial and Municipal social assistance systems of a great deal
of the pressure they now bear. This in turn should allow social assist-
ance personnel to expand their capacity to react quickly to chaﬁges in the
resources and/or needs of their clients. It is essential that effective

communication exist between the Project and social assisbance admin—

istrators, as a check on abuse by people receiving benefits under both
 programs. The view here is that GAI would be the basic or foundation
program that would be adequate for most "normal" families, while social
assistance would be a supplementary program providing a much more sensitive
service tailored to special individual and family needs.

2. Income to be Fully Offset (i.e. tax rate = 100%

Since they can be considered as substitutes for GATI, all other
government transfer payments will be subject to 100% offset in the
period received,

The 100% offset rate significantly reduces the financial
cost of'GAI, yet has no detrimental effect on incentives since par-
ticipation in social insurance schemesis compulsory. In fact, applying
an offset tax rate of less than 100% to programs like unemployment insur—
ance would actually reduce work incentives. This is illustrated in the
following examples

Consider a family eligible for GAT where the head can work,
but is currently on uynemployment insurance, If G is the GATI guarantee,

and say, 50% is the offset tax rate used for both earned income (Ye) and un-



employment insurance (.75Ye), then the total family income (Yt) will
be:
a. no Jjob, with unemployment insurance:
Yo = G = 5075 ) + J75Y,
G+ .375Ye
b, if the family head is offered and accepts a job

it

at his regular wage (Ye), family income will rise to:
Yt =G - .SYe + Ye
G + .5Ye
The increase in income gained by searching out and obtaining the Jjob is

only 12.5% of his earned income {and an even smaller percentage increase
in his total income). Hence, this individual effectively faces a marginal
tax rate of 87.5% which significantly reduces the financial incentive to
get a job,

There are three problems to be resolved in the area of transfer
payments, ‘

a, Lump sum payments. When a lump sum payment is
received as compensation for lost income and/or injury (eg. Workman's
Comﬁensation) from a compulsory governmeni program, it will be treated
as a regular transfer payment offset @ 100% (see carry-forward provision
below), Where the payment is made from a voluntary government program,
such as a crop insurance payment, it will be treated the same as a private
insurance payment and would be subject to the prevailing GAT offset rate
(Section 3 below).

b. Low cost public housing. For horizontal equity,

GAT recipients living in subsidized public housing should be credited
with an imputed transfer payment equal to the rental subsidy. If this
were not done, the result would not only be ineguitable, but would also
affect the marginal effective tax rate faced by such recipients. Since
rents in Manitoba for public housing are income-tested in a way that
imposes an implicit "rental tax", the GAI recipieﬁt in public housing will

face a marginal tax rate equal to the sum of the GAI offset rate and the



implicit rental tax rate. If the rents in low cost housing are & pro-
portion of income with the‘proportion rising as income rises, rather
high marginal "rental tax" rates could be reached (over 30%) raising
the total effective tax rate to over 80%. The above arguments also
apply to other income-tested programs.

C, Carfwaorward provisions. Given that transfer
income is treated differently for offset purposes, how should it be

treated for carry-forward purpcses? Here, administrative simplicity

1
dictates that we carry forward all income over break—even (regardless

of éource) and offset all carried forward income in future periods at
the normal GAI rate. '

3. Income Subject to the Prevailing GAI Offset Rate

A1l other sources of income not covered under 1. and 2. will
be subject to the normal offset rate after the deductions to be noted
later. Income included in gross income shall be the following:

a. earned income, e,g. wages, salaries, bonuses, fees
and commissions, and other compensation for serv-
ices

b. investment income in all forms

c. net income from self-employment (with limitations
on allowable expenses as noted below)

d. gifts in cash or kind from those outside the support
unit

e. inheritances (net of taxes) and trust fund payments

f. all insurance payments including those representing
reimbursement for loss of physical assets, income and
injury (except where used to offset premiums)

g. income in kind (only where easily enforced e.g. room
and board, company car, etc.

h. interest and royalties

i. rental receliptis

j» strike pay ‘

k., alimony, support payments and support in kind

1. prizes, awards and scholarships

m. private pension, anmiities, ebc.

n. net yield from the sale of assets

The last item should be commented on. The yield from the sale

of assets net of the direct costs of the transaction 1s included since this

1, Break-even to be calculated on the basis of the normal offset tax rate.



revenue reflects liquid resources available for consumption. These
revenues should be fully included in income exempt to the extent they

are used to pay off existing debts. This revenue would include realized
capital gains but ignore capital losses. However, it should be noted that
this approach discourages the sale of assets since the receipts are taxed
at a minimum of LO% while their retention would only involve the net worth

consumption tax of 15%.

L. Deductions

The following items will be deducted from the calculation of
total deemed income (see p.118):

a. for work-related expenses, it would be desirable %o
allow only justifiable expenses., However, obvious
enforcement problems suggest an arbitrary rule -
e.g. deduction = 3% of labour income up %o maximum
of $150/year. ‘ :

b. alimony payments (or support) if legally required
and actually paid.

¢. intra-family transfers - only deductible if another
unit on GAI pays the offset tax upon recelving
the transfer.

d. no depreciation expenses allowed as deductions from
bugsiness, revenue property, or farm income on the
grounds that the'GATI program is not trying to en-
courage investment in physical assets. The primary
purpose of this exclusion being to avoid the ex-—
tensive and obvious possibilities for abuse.

e. day-care expenditures — actual costs can be deducted
(receipts required), up to $500 per child, $2,000
per support unit, per year.

5. Qarry-Qver of Business/Farm Losses

As long as depreciation is not an allowable expense, any net
loss arising from the operation of a business, farm, or rental property
will be deducted from other income. Where total net income for the period
is negative, this negative entry will bé carried over in the regular

i
fashion and used to reduce future income.

1



. K. Net Worth Imputation,

Net worthaimputation refers to an attempt to pragmatically
impute income to non;income generating assets, such as‘owner—occupied
dwellings, as well as to assets that generate most of their return in
the form of capital appreciation rather than income. The approach
suggested applies an imputed rate equal to the three year moving average
for provincial borrowing rates (r) to the GAI recipient's net worth
(W, defined later) and subtracts actual net income generated by the
asseto:

Net Imputation = r « W = actual asset income

Where business or farm assets are involved, there is a serious
problem in trying to separate returns to labour from returns to capital.
Possibilities being examined here are to use the provincial minimum wage
with an assumed 40O hour week, or to accept the applicants' division sub-
Ject to some arbitrary constraints.

' The net imputation component of income is designed to broaden

the income base subject to tax so that it more fully reflects the income
generating potential of physical and financlal assets. iHowever, a support
unit with significant positive net worth not only has an enhanced capacity
to generate income, it also has the capacity to raise its standard of living
through dis-saving. The extent to which a support unit should be expected
to consume assets for self-maintenance is a policy decision. This decision
will have a significant impact on program costs. A computer based cost

model developed by the Project indicates that omitting a net worth consump-—

tion rate from the calculation of benefits would double the cost of transfer

payments relative to a 15% imputation rate. Increasing the net worth im-
putation rate beyond 15% does not result in equivalent savings; the basic
cost sensitivity is to the first 10% or 15% of imputation.

In the long run net worth imputation may well affect the incen-
tive to save, the incentive to invest (particularly in housing), and the

viability of smell owner-operated businesses and farms. It is possible



to have different rates of net worth consumption applied to different
types of assets reflecting differentlal degrees of liquidity as an
attempt to encourage socially desirable forms of investment, but the
administrative pfoblems are severe,

We are designating a net worth consumption rate of 15%, to
be applied to total net worth subject to the deductions noted below.

Net worth is defined to include the current market value of all real _
and financial assets excluding only personal possessions (such as furn-
iture, clothes, appliances, etc. as long as no individual item exceeds
$1500 in value) and automobiles. Where maxima above are exceeded, the
excess value must be included in net worth. Where there'are pensions,
annuities, etec., the values are not capitalized but the payments are
treated as income when received, The only exception here will be the
case where the filer had control over the amount of payments. Here it
must be ensured that the income from this asset 1s not being postponed
in order to increase current GAIL benefits. This could be done by im-
puting a minimum income to this asset if the actual yield fell below the
rate of return used in the net imputation component of income.

5 A1l debts and liabilities that can be substantiated would be
deducted from the total value of assets to obtain total net worth.

For administrative simplicity, basic exemptions of $2000 per
year for a single member support unit and $4000 per year for a multiple
member support unit will be allowed in the net worth calculation., 1In
addition, all farmers and self-employed businessmen will be allowed a
limited exemption for their business assets to ensure that the operation's
long run viability is not jeopardized because of a short-run financial
crisis. This will be a $15,000 per year maximum exemption for business
and farm assetls. ‘

While the initial enforcement problems here will be substantiated,
the equity and cost implications certainly justify a seridus attempt to
incorporate net worth considerations. The Project's experience with the
net worth concept will indicate whether it is a feasible dimension of a

universal program.



fh_ Appeal Procedure

Any person who is a resident of Manitoba and a potential
filer in the dispersed, saturation or control site can appeal if he

feels that he has received unfair treatment because:

a. He was not allowed to apply.

b. His request for payments was not responded to
within a reasonable time.

c. His application was deniede.

d. His payments were cancelled or varied in a manner

seen as contrary to the regulations of the Project.

In the first instance, the appeal should be directed, in
writing, to the relevant field manager. The field manager will render
a decision in consultation with the Project Director (or his designate)
and the Financial Control Officer. At the request of elther the filer,
or a Project officer, a personal interview with the filer may be a
part of this process. A decision will be required within 14 days from
the date of receipt of the formal appeél.

If this decision is unsatisfactory to the filer, he or she
may appeal to a Review Board. Said Board is to be composed of five
persons, appointed by order of the Lieutenant-Governor-in-Council.

The chairman and any two members shall constitute a quorum. The

Board shall hold a hearing on the appeal, for the purposes of which it

shall secure the required and available information from both the filer
and the Project Director. It shall be the policy of the Board to make

a decision as soon as possible, and to immediately notify those con-

cerned of this decision.



VIII HEGULAR OPERATTIONS

A, Enroliment

Field office enrollment teams will be set up in advance.

These teams will be trained in sessions which will include familiar—
jzation with enrollment forms and procedures, in a simulated field
setting.
Enrollment will take place through personal . interviews,
in either field offices or homes. The enrollment site will be a variable
in the saturation enrollment experiment (see pp158-65). All dispersed site
enrollment will be in the filer's home, Enrollment officers will fill
in the application forms while interviewing potential recipients.,
For dispersed enrollers the classroom training will be
supplemented by participation in a pilot enrollment project mounted during
July and August, 1973. Here, up to 100 control and payments support
units will be enrolled, in advance of the general enrollment which will
commence on September‘h, 1973. This pilot enrollment will be conducted
as a training exercise, with special attention also being paid to thé
adequacy of the administrative system.
When it is completed, the persommel required for the
once—and-for—-all enroliment in the dispersed site will then be
transferred to the saturation site, where there will be continuous
enrollment. Most of the enrollment personnel reguired for the saturation site
. : will already have been trained by conducting enroliments in the dispersed
t site. Because enrollment in the saturation site will be a continuous
process, there will be two full-time pefsons permanently assigned to this
task, one of whom will be designated the overall enrollment supervisor,
It is anticipated that two persons will be sufficient to handle enrollment
once the initial phase is completed.
During the initial saturation enrollment phase, however,
when the enrollment load is at its peak, the enrollment staff will be
supplemented by the six enrollee contact personnel (who, when full
---------- enrollment is reached, will act as payments auditors responsible for
checking the monthly income report forms). We assume that six persons
will be sufficient to handle the processing of the IRF's at full
enrollment, but until this has been reached a portion of this force will



be available for enrollment duties. As the demand on enrollment staff
decreases, the demand on the payments staff will proportionally increase
(as support units come "in pay") and payments personnel can be gradually
shifted over toitheir regular duties, If necessary, the enrollment
force will be supplemented by interviewers who have demonstrated
particular skill and sensitivity in their relations with the public.

Because enrcoliers will assist filers in filling out their
first monthly income report form, having enrollers experienced with
payments regulations and procedures will be a conslderable advantage.
Also these people can be shifted back to enrollment on an ad hoc basis
as required by the load on the system. Glving interviewers this experience
should also improve their competence., In general, the Project will
encourage this cross-training for all personnel.

At enrollment, where possible each support unit will be
assigned a contact officer by name, and instructed to call on him for
future assistance. The use of contact officers as enrollers in the
saturation site will mean that many support units can be assigned to the
contact officer who enrolled them, thus establishing the basis for a personal
relationship,

Completed application forms will be reviewed by the enrollment
supervisor and the field manager, and submitted daily to head office
for coding. Control lists will be prepared by the field office prior
to submission., A copy will be retained in the field and another will
be submitted to head office with the application forms. '

At the head office the enrollment forms will be processed by
coders performing three operations: (1) they will generally peruse the
application forms to make sure that the data is complete; (2) they
will generally examine the data to see that it is internally consistent
and logical; and (3) they will then apply codes to prepare the data
for keypunching. The coded application forms will then be key punched and
verified, and made ready for computer input.

B. Processing of Income Report Forms (IRF)

At the time of enrollment, filers will be instructed in the
filling out of the IRF's, and the first one actually completed. The

forms will be examined by the enrollment officer for completeness and

accuracy.



Once the filer's initial enrollment is processed, subsequent
income report forms will be automatically mailed from the head office to
established recipients. These forms will be generated by the computer
after each payment, with certain information already filled in. If
the filer goes over breakeven, no form will be generated. Instead,

a standard letter will be sent explaining why the filer is ineligible,
and giving information on the appeal procedure.

Filers will complete the IRF's at their home and mail them
to their field office, If a filer has problems, he may bring the
IRF into the office, or call, to receive assistance from the enrollee
contact officer assigned to him,

The IRF can either be mailed or perscnally delivered to the
field office, TFilers will be reguired +o includé supporting doc-
umentation with their IRF's; for most filers this will take the form
of a pay stub. Comntact officers will scan the IRF's and the supporting
documentation. If there are questions, the conmbact officer will initlate
an enquiry, most of which can probably be handled by phone. A coﬁﬁ of
the IRF will be returned to +the filer, along with his supporting
documentation. Another copy will be retained in the field office.

The original TRFts are sent to the head office daily for processing.

In preparation for key-punching, head oiffice coders will
re-check the validity of income data and code the reports. The bulk of
the editing will be generated by a computer program. Batch tapes will be
taken for comtrol purposes prior to key-punching.

Income report forms will be kept at the head office, along with
the computer-produced "calculation of payments", There will be a
separate file for each filer, giving us a complete record by support
units,

C. Payments operation

Cheques will be printed every two weeks, and mailed to
recipients, with an explanation sheet of how the amount was calculated.
The cheque form will allow for the computer printing of both the
cheque and the explanation sheet during the same processing run.

This will eliminate collating two separated printed forms and the
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necessity of mailing the two documents (cheque/explanation sheet) in
separate envelopes, We are investigating the feasibility of punched
cards with the filer's family number, being generated in the same run.
This card could be sent out with the monthly mailing of the IRF's.
These report forms may be a computer printed sheet, produced as a
separate computer run; various designs are being studied.

Finally, The Queen's Printer, Province of Manitoba, will be
responsible for inserting the forms and the cheques in envelopes for
mailling to recipients.
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IX. COMMUNITY, ACADEMIC AND MEDIA RELATIONS

The primary objective of the public relations program is to
gain and maintain the voluntary co-operation of payments and control
families, However, this task is complicated by the fact that the highly
vigible and somewhat unorthodox nature of the project will stimilate
considerable public comment. The most significant dimension of this is
its possible effect on participants' behaviour. For example, the tenor
of discussion and debate could conceivably affect attrition rates. In
other words, we ﬁust be concerned both with the initial willingness of
persons to join the Project, and with their reactions to the evaluation
of the Project by others. This requires us to ensure that the initial
response by the public and by professional groups, as well as subsequent
assessments, are based on.an accurate and adequate comprehension of the
Project's nature and purpose. We must create an appfeciation of the
Project as a serious attempt at the scientific evaluation of the guaranteed
annua’ income concept. This is important, inasmuch as the public
acceptability of the Project and the findings will ultimately be determined
by its reputation for scientific integrity. The Project, moreover, must
be seen to be regarded by social scientists (and others in Canada and
elsewhere who are in a position to assess the Project) as a significant
undertaking.

The target populations for our public relations program are:
(a) the enrolled residents of experimental sites, (b) non-participant
residents of experimental sites, (¢) newsmen and commentators, {(d)
interested members of private social agencies, academics, and government
officials., We will first cover the procedure for introducing the Project
to the residents of the experimental sites, then deal specifically with
programs aimed at Project participants and non-participants in these
sites. Following this are sections outlining programs for the news

media and interested professionals.,
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A, Introduction of the Project

1. Saturation and Control Sites

Obviously, our first public relations task is to gain support
for the conduct of the test in the preferred saturation, control and
dispersed sample sites. Because the saturation and, to a lesser degree,
the control sites, do involve the community and not Just individual
families, the gaining of community acceptance must be based upon a com-—
prehensive process of community consultation. This process, which will
not be required to the same extent in the dispersed site, is outlined

below.

a.. Phase One

Community contact will be initiated with a series of discussions

on a very informal basis in homes rather than offices, with a list of

local notables including the Mayor, other municipal officials, and business
and community leaders. A Federal official should be present at all meetings
to underline Canada's interest in this experiment and to participate in
subsequent evaluations, These early discussions will siress that a part-
icular commnity is one of several being considered for the experiment.

It will be emphasized that the project is a scientific test whose outcome
will strongly influence the decision about whether to proceed with a un-
iversal program.

Four points will be covered in these meetings:

i. an explanation of the guaranteed income concept.

ii. a brief description of the Project staff, including their
training, etc. and introduction to the analysis techniques
to be employed in the site. The purpose of this is to
create an appreciation for the scientific nature of the
Project.

iii. an explanation of why the community has been selected for
consideration as a potential site for part of the experiment,
.and a discussion of its possible role. |

ive a description of how the program will affect - and benefit -

the community.



Community leaders must be told that sufficient Federal and

— Provincial resources will be available to ensure that no community

would suffer from being used for the test and, whatever the outcome,

would benefit from participation. The financial impact on each community

will be explored in detail.

Five important advantages to the saturation community will be

emphasized:

i.

ii.

iii,

iv.

Va

Over $1.5 million in transfer payments will be paid out
for each of three years. All of this will go to those with
low incomes, and most of this money will enter the local
economy and circulate.

There will be a number of part-time jobs created by the
Project, especially for housewives, and students during
the summers. These salaries will also enter the local
econonmy.

The field interviewing staff will be recruited from surr-
ounding areas. These people will be a part-time force of
about 30 - 40, mostly retired school teachers, farmers'

wives, municipal offieials, etc., who will be eating a lot

of meals, buying a lot of gas, and spending nights in local

motels, etc. A large part of their salaries will go back
into the community. These salariés alone could in a year
amount to $200,000, The project will also have a full-time
field office staff of about 12 persons living in the comm-
unity, whose salaries will further add to the local economy.
There will be a one~year phase—out pericd. For this we
will consider the necessity of developing job-creation
projects to ease any disruption of the local economy,

This will constitute a large part of the guarantee that we
will not damage the local economy. | '
During its 1ife, the test will virtually abolish the costs
of municipal welfare, a considerable saving to the comm-—

unity and all local ratepayers.
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Tt can be anticipated that community leaders will perceive cer-
tain drawbacks to having such an experiment conducted in their community.
Such concerns will have to be dealt with satisfactorily during these in--
itial meetings. When these discussions are completed, the results will
be assessed. If, in the opinion of the Federal and Provincial officials
participating, there is a high probability of sustained and widespread
negative reaction to the test, then activities would shift to the contin-
gency saturation site. [In the very unlikely event that no saturation
site could be developed, contingency plans call for the creation of an
expanded dispersed sample throughout the province, with near-saturation
clustering of this sample in selected urban and rural areas, on the lines
of the Gary, Indiana experiment.] Assuming it is successful, this first
phase, which should not last more than a week to ten days, will lead to
a second one.

b, Phase Two
This phase would last, say, a month, the purpose being to

ensure that the general population first learns about the Project from
the Project's members or Project materials.

Having come this far, we can risk a low-key public announcement
that the community is "under active consideration", a fact which would
in any case elude the press for only a few days at most after the start
of Phase One. Larger, more formal meetings open to all those interested
can then be held, with a presentation of the concept, a listing of local
advantages, (see above) and the introduction of key Project staff. Suit-
able press releases covering the same ground would be sent out. There
will be an explanatory booklet, and other materials mailed to every home
in the community during this period. A major purpose of this will be to
convey a sense of the scientific purpose and nature of the Project. By
creating some appreciation of why survey interviewing is necessary, and by
providing general explanations about why certain kinds of guestions will

be asked, we hope to make surveying acceptable. An advertising and a



public relations firm have already been contacted and given a general

indication of the problem. They are preparing the explanatory booklet
and related materials.

¢+ Phase Three

In each stage the number of people consulted is increased. In
this third stage we carry the question directly to the people.

At this point we should have enough community support to begin
the general baseline survey, still on the basis of gaining more inform-
ation and studying suitability. The survey itself will be an effective
mechanism for creating awareness of the sclentific methodology of the
Project. The survey will contain guestions about people's reaction to
their town being used for the test so it becomes, in effect, a chance for
every person in town to have a say. If the responses to the experiment-
related questions are satisfactory, the decision to proceed to full

i

implementation can probably be safely made.

d, Phase Four

Following the successful completion of the baseline survey and

a preliminary analysis of the results, a final decigion about the actual
saturation site can be made by Federal and Provincial officials, and then
ammounced. At the same time, the names of seven or so local residents
who have agreed to serve on a community advisory committee would be.
announced, along with the composition of an outside review board, includ-
ing a person from the community. Also, a date would be announced for the
start of applications for payment. A payments office would then be opened.
It is only at this point that the extent of the publicly acknowledged
commitment would make subsequent cancellation an acute embarrassment.

The operative assumption in this approach is that community
consent is required if we are to proceed. When we have explained the
program, residents must have a clear chance to respond, for it 1s better
to measure the extent of any opposition while we are still in a position

to gracefully go elsewhere. In any particular community we could cancel



the process at the end of any of the first three stages and explain that
it was no longer one of the several sites being considered. Of course,
the further along this process proceeds the more expensive cancellation
becomes., But segmenting the process of extending a commitment does give.
us maximum possible protection.

The other general approach would be to hold a few local talks
and then make an announcement "out of the blue™, This is obviously un-—

acceptable,

2. Control Site
Phases one, three and four will be repeated here, but with a

smaller scale and shorter duration. There will be no need to hold general
community meetings as only a small percentage of the population will be
involved., Discussions here will not start until after the process in

the saturation site is well along.

Fe PDispersed Site

As the recommended site is Winnipeg and the sample will be
approximately 1,000 families, there is no need to secure the same degree
of community assent and co-operation .as is necegsary in the saturation
and control sites. Introduction in the dispersed site will involve
program liaison with the Winnipeg offices of the Community Operations
Division, Department of Health and Social Development, the Welfare Dep-
artment of the City of Winnipeg, and interested private bodies such as

the Council of Self-Help Groups and the Community Welfare Planning Council.

B, Relations with the Residents of the Experimental Community

1, Project Administration

There are three ways in which the support of participants —
.both in the payments and control sites — is vital. The first, of
course, involves their own co-operation in meeting the demands placed
on them by the experiment. Second, unless we are able to educate
recipients so that they comprehend the program, the validity of the exper~

iment is seriously weakened. Third, given their mumbers in the saturation



site, the enrollees as the "consumers" of the program will have a
decisive impact on the general community response. Adequate com-
prehension is the basis for a favourable orientation by recipients, and

their informed support is the sine que non of sound community relations.

However, we regard program comprehension as an experimental necessity
which will not be easily attained. Therefore, we are anticipating
development of a\continuous program of enrollee educatior.

In the first instance, explaining the program to recipients
(aside from whatever they may have picked up from the press, etc.) will
be the responsibility of the enroliment officer. Upon being signed up,
each person or family (hereafter support unit) will be given a standard
briefing keyed to an explanatory booklet which can be retained for future
reference. Once the support unit is enrolled, it 'will be assigned to a
specific enrollee contact officer who functions in both a payments control
and program information capacity. Each contact officer, in his meeting
with the support unit, will pay particular attention to the level of
comprehension demonstrated, and will respond to this with direct explan-~
ations. Records will be kept of all enrollee contacts with the Project,
whether by phone or in person. Feedback from contact personnel will
indicate areas of common misunderstanding, and brief explanations of
program operations will be regularly mailed to reciplents in the same
envelope in which thelr pay stubs or other documentation is returned.
Also, each cheque will contain a summary sheet explaining how the monthly
payment was arrived at. The level of comprehension thus attained will be
tested in each periodic interview. The intensity and focus of subsequent
informational activities can then be suitably adjusted.

2e Non Participants

Assuming a favourable community attitude to the initiation of
the test, the obvious objective is to retain this attitude. Relations with
those persons not in receipt of payments will be the task of two full-
time community relations officers, one in the saturation site, another in

the dispersed site. In both cases they will be responsible to their res-



- pective field managers. Because of the small size of the sample, and
the generally low visibility of the Project in the control community,
it is unnecessary to make the function into a distinct position in that
site.

Community relations (CR) officers will be responsible for

handling public enquiries about the program. More importantly, they
will be responsible for developing an active program of community educ-—
ation. This will include media relations (see below) as a part of this
program, The CR officers will seek out invitations to speak to interested
groups, and will initiate contacts with a range of local officials, etc.
Contacts will be developed and maintained with those community organizations
which have a particular concern with the test, the aim in all these act—
ivities being to develop general support and, equally important, to
pick up feedback about the Project, with a particular interest in 'folk
knowledge' and rumors pertinent to the Project. They will make regular
reports to their respective field managers about these public attitudes,

and where necessary recommend specific responses.
, ,

«~C, Media Relations

We anticipate a substantial media interest in the Project,
especially in its early stages. Therefore a media relations campaigh
must be developed prior to the commencement of paymentis.

As noted above, this will be the operational responsibility of -
the two community relations officers, Because of his somewhat 1lighter
commnity duties, the Winnipeg officer will serve as media co-ordinator
with primary responsibility for arianging press conferences, tours,
monitoring of the national and local press, radio and television, and for
developing press releases, radio spot news reports, etc., The saturation
site officer will be responsible for local media, and for the local role
in plans develdped 5y the Winnipeg office. Each officer will be expected

to develop contacts with editors, reporters, columnists, public affairs

program producers, etc. By centering the press functions in Winnipeg,



the CR officer will be able to work closely with Project experimentors
in the development'and release of data, especially that serving to
refute biased reports concerning the behaviour of participants, etc.

The media program will be developed in close connection with the Province

of Manitoba's Commmications and Information Services Branch.

Ds Relations with Academics, Private Social Agencies and Governments

Responses to outside non-media requests for data on recipient
responses, Project orgenigation, etc., will be the personal responsibility
of the Deputy Project Director. Generally speaking, no behavioural data
will be released prior to the termination of the experiment. Any release
of information will be cleared with both levels of government. However,
it will be desirable from time to time for Project members to make public
progress reporis to academic and social science conferences, governmen%s,
etc. both to develop contacts with interested persons who might be useful
in the analysis of the data, and to lay the foundation for the future
evaluation of the Project by others. The Project is developing a program
of reviewing research proposals made to it by interested academics who see
the experiment as having relevance to work they are, or will be, conducting.
We will consider requests to generate data on specific questions; the
release of this data is, of course, subJect to the same rules as all other
data.

~



X. PROJECT ADMINISTRATION

A, Organizational Structure

The organization responsible for conducting the guaranteed
annual income experiment in Manitoba is known as the Manitoba Minimum
 Anmual Income Project. This name was chosen in order to avoid further
public confusion, because of the similarity between the guaranteed

anmual income and the Guaranteed Income Supplement.

The Project Director reports in the first instance to the
Honorable Edward Schreyer, chairman of the Planning and Priorities
Committee of Cabinet. He reports, in all matters touching on the
administration of the Project, to the Honorable Rene E. Toupin,
Minister of Health and Social Development, Funds are appropriated
through this Department.

‘ The Project has a permanent head office at 238 Portage Avenue,
Wirnnipeg. Field offices will be opened in Winnipeg, and in the sat-—
uration and control sites. .

The organizational structure of the Project is presented on
p. 147 .« All Project persomnel will be recruited on term contracts,
i.e. they will be outside the Manitoba Civil Service. This is heing
done to‘allow rapid recruiting, to accommodate positions that have no
precise equivalent in the existing civil service structure, and to
allow greater flexibility in salaries and permissible outside activities.
A listing of the positions, with their salaries for fiscal 1973 ~
1974 can be found on p, 149 .
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Present Pull Time Project Staff

R.5. Hikel, Project Director, is on leave from the Department of

Political Science, University of Winnipeg, where he is an Assistant

- Professor of Political Science.

Ted G, Harvey, Depuly Director and Survey Director, is a political
sociologist on leave from the faculiy of the University of Western
Ontario. He is the author of numercus published papers in his field,
John 5, Rybuck, payments officer,.is a Chartered Accountant, who
served for five years befure coming to GAT as controller with Data
Business Forms, Toronto.

Marius Lewin, Statistician, came to the Project from the staff of
Bell Northern Research Laboratory, Ottawa. He holds masters degrees
in both applied and pure mathematics from the University of Paris,
and has done post-graduate study in probability theory and
statistics. He is the author of four published papers;

Norval Campbell, Computer Analyst, was a systems analyst with the -
Metro Corporation of Winndpeg for six years. Before coming to the
Project he was programming education co-ordinator with Phoenix Data
Corporation, Winnipeg.

Stephen Miller, research economist, has a first class honours
degree (economics) from McGill, He has done post-graduate study
and has been a teaching assistant in economics at the University

of Wisconsin, and is a Ph.D. candidate, Department of Economics,
McGill., His dissertation is titled: "Canadian Personal Income
Distribution and the Guaranteed Minimum Income",

Research Assistants:

Roger Brunet, BA (HonOurs, Political Science), University of Winnipeg
Nancy Moorhouse, BA (Political Science), University of Winnipeg
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1.

Program Budget

Overview

Design costs to date, fiscal 1972-73, $70,000; 75% cost recoverable

from Canada,

(1) 1st year 1973-1974 (see attached budget for
final design, all Startlpp costs, and seven

months of operations):s ~ $2353.

(i)  1974-1975, (£ull year of operation) LO34.

(iii)  1975-1976 (full year of operation) L5277,

(3v) 1976-19772 (9 months of full operation) 1122,

(v)  1977-1978°(phase out and reports) 2571.

1 Estimated Total Cost $17,357.

2 Budget Reguest for 1973-197L

Amount Staff
Administration (See Schedule 1 for details) $ 520.6 12

Research and Operations (See Schedule 2 922.5
for details)
Transfer Payments - net {See Schedule 3 for 910.0
| - details)
: $°2353.1
i
f Notes

l, These estimates are preliminary and are being refined by further analyses
t as tax, census and other data become available, Transfer payments are net
1 of existing social assistance payments presently being made to some people
who will subsequently be enrolled in the Project. Above figures do not
include any amount for lost income tax revenue.

I , 2. Reflects savings from reduction of transfer payments commencing on
Janvary 1, 1977.

’ P 3. Reflects savings because of reduction of transfer payments during calendar
year 1977, and their termination on December 31, 1977, and because of the

\ 1 gradual phase-~out of operations.

oy _



1973-7Th 197415
OTHER ADMINISTRATIVE EXPENDITURES:

Office rentals (3-l locations) $20.0 $ 25.0
Office Equipment 20.0 25.0
Postage 15.0 30.0
Design and printing of forms 50,0 35.0
and explanatory material
Staff travel 25.0 30.0
Community relations 5.0 5.0
Office operations:
telephone (incl. computer terminals) 25.0 30,0
supplies and furnishings 20,0 20.0
services o0 5.0
$185.0 $205,.0
Total Administration $ 520.6 $678.1

Schedule 2: Research and Operations

Consulting fees and services 25.0
Computer time, programming and 50.0

systems development
Research materials 7.5 e
Data coding 180.C {(150.0
Interviewer travel and maintenance 60.0 60.0
Survey design, development and ' 600,0  £00.0

administration (see note below)




1973-7L 197475
Schedule 3: Transfer Payments (gross)

Gross Payments to recipients

Dispersed site 7 months $510.0

full year $875.0
Saturation site 3 months L00,0

full year 1560.0

$910.0 $2435.0

Summary of Costs:

Administration - Schedule 1 520.6 678.1
Research operations - Schedule 2 922.5 692.5
Transfer payments (gross) — Schedule 3 910.0 2435.0
Total costs 1973~7L $2353.1 $3805.6
¥ Add: Cost increases 227,
Total costs 1974-75 : _ %ﬁoééfﬁ

* A1l costs are based on 1973 price levels. An estimate of &% per year is
being used to reflect inflation,
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sre 1.

Schedule of Activities for the Manitoba G.A.I. Preject,
Given in real time as represented by solid blocks

1. Genersl Activities:

3.

[

N

Ta

Questicnmaire developments:

Implemertation of the
saturstion module:

Izplementation of the
dispersed module:

Izplementation of the
saturation control modules:

Periodic interviewing:

Reperts (* indicates
presentation}:

Phasing out operationss:

Sutmizsion of propos2leiecscocesrcocasssscssacarasnes
Staffing and organizational developmentecesrcsscssss
Development of accounting compuber programnesS..es..

Development of payment procedures and fOrmSssssess -
Development of rules of operationessescsessscsssus:

Development of community relations programme and
maberialSeisecasnant
Pilot enroliment projecteissssscasrcrrersssiorsene:

Public announcement of projecbiceesascsassasssvens:

Design of the screening SUTVEY:escscesesnssnscnras:
Design of the baseline surveYisessesacessavsaseare:

Pretesting, guestiornaire and scale developmentes. |3

Developrent and pretesting of periodic interviews.

Initial community contactessserevsssrcossnranaanse |l
Saturation baseline SUTVEYheasrervsrssouswrascssas |3

Opendng of payments field offiCe.iseeesnsescacccre
Tnitiation of saturation enrolimerb..eeassvessesse

PaymentiSescsessnsasssssnresasavsnsnsnadisasarsancs

Development of assignment model and cell
a9signmenteevsesovcessas

Preliminary study of targed areas..scavecrasvacess :
Tisting of householdS.csavsariansrssnraresnccanuss [

g.;;lQV? » ;.;;‘91‘!". . “19:75» o '_@76 197‘7_
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Dispersed Screening operationecisersececcocsesacns
Dispersed baseline SuUIVEF..c.cscucesrcersesaroacuny

L

Cperdng of payments field office. esscaresaecssans
Initiation of dispersed enrollmentessesscsscssnens

PEYMENLS. s sersnvsnssssanssasanssassarsanaraasorans

v
{
t

IR I

Screening OperabiOniscesscscessavscerarsncansancss

S

Baseline SUIVeY.sssssssrssrsasensrsssconasanraosss

Implementation of periodic surveys

{(including phase—out SUIVEYS)eesssscressssssanrses

Survey coding and data reduction....ecscecencoacaar

Development of computer programs for survey data
processing and data retrieval..eecess.

w
T
=
e PHASE - QUT SURIAYS] -
3 KT T e
;
1
i

N 3
Annual reports on OpeTationSessessnssasavassnsaveif i
Reports on administrative feasibility...cceevaeae. I [ —
Reports on labour SUPPLT e rsosanssosassncnnensssse ] T AL
Reports on secondary response variableS.ceeensnns, : A
Phasing cut 0f DAYmENntS.essecesssesrsrassarssanre: T T
Phasirg out of field organlzation..esecesseassecss [T pas
Phasing out of research organization.s..es.seeses [5E5E

{data processing as well as social/economic

research personnel)
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APPENDIX A. SUPPORT LEVELS FOR THE MANTTOBA EXPERIMENT

As was ncted in the section of the proposal dealing with
experimental design, three distinct support levels are utilized in
the experiment. These correspond to approximately 50%, 65% and 80%
of the project poverty line. (See Section III above, footnote 7).
Specific suppért levels for families or support units size 1 to 8
are set forth in Table A.l. There, for purposes of preséntation,
we assume that members 3 through 8 of units size 3 to 8 are
dependent children.

Table A.1 Basic Support Levels for Families with No |

Income
GAT Low Medium High
Poverty Support Support Support
Unit Size Line Level Level Level

1 $2645 $1332 $1700 $2067
2 $5,512 $2273 $2900 $3527
3 $5134 $2586" $3300" $2013"
L $5757 $2900 $3700 $1,500
5 $6379 $3213 $4100 $4,986
6 $7002 $3527 $4,500 $5473
7 $7621 $3840 $4900 $5959
8 $8246 $L15L $5300°  $6LL6"

+ other adults (see Section VII.A are attributed an increment of
$770, $1000 and $1231 respectively for the three support levels.
¥ additional children entitle a support unit to additional support

inerements of $313, $400 and $487 respectively for the three
support levels.

For all individuals and for most families, support levels
are readily determined. Single individuals would be entitled to
guarantees of $1332, $1700, and $2067 respectively at the low, medium
and high support levels. Typical families of four are guaranteed



$2900, $3700 and $4500 at the 3 support levels. Increments for
additional children would normally be $313, $400 and $487 at the
Bules for calculation of benefits

would vary somewhat however, where only one parent was present in a

three support levels designated.

family with dependent children.

In such cases, the family's

guarantee would be determined by family size rather than by

composition per se. Break-even points for the several specific

financial treatments used in the experiment are given in Table A.Z2.

35%
GAT
Tax

50%

GAT
Tax

65%
GAT
Tax

Table A.2 Break-even Points for Three Tax Rates
by Family Size

Low Medium High
Support Support Support

Unit Sigze Level Level Level

1 $3806 $4,857

2 $6L94 $8286

3 $7389 $9L.29

L $8286 $10,571

5 $9180 $11,71.

6 $10,077 $12,857

7 $10,971 $14,000

g $11,869 $15,143

1 $2661 $3400 4134

2 $45L6 $5800 $705.

3 $5172 $6600 $8026

L $5800 $7400 $9000

5 $64,26 $8200 39972

6 $7051, $9000 $10,946

7 $7680 $9800 $11,918

8 $8308 $10, 600 $12,892

1 $2615 $3180

2 $4462 $5426

3 $5077 $617L

4 $5692 $6923

5 $6308 $7670

6 $6923 $84L20

7 $7538 $9168

8 $8154 $9917

The support levels presented have been developed with

careful attention to questions of real need and economies of scale

15



attributed to families and households of different size. Thus we
have been concerned with the way in which guarantees are prorated

across family sizel as well as with the extent to which our
guarantees dominate welfare, In the first case, we have conducted
extensive examinations of welfare rates across Canada and of
support rates used in American income maintenance experiments.
Examination of rates in those cases has led us to the formulation
of the rates presented above. In our view these support rates vary
in such a way that need should be handled in a reasonably equitable
manner, while incentive to split or enlarge family units is minimally
affected. Regarding domination of welfare, preliminary analyses of
- welfare populations allow us to conclude that our modal support levels
provide excellent domination over welfare (See Table A.3.)
Table A,3 Welfare Domination by Support Levei.2
The percentage domination indicates the
proportion of current welfare populations

which would receive GAI benefits equivalent
to or higher than previous welfare payments.

Tow Medium High
Support Support Support
Unit Size Level Level __Level
1 46.1% 77 2% 96.2%
2 51.8% 95 . 7% 100.0%
3 33.6% 92.1% 100.0%

I 26.3% 88.9% 100.0%
5 19.2% 77 3% 100.0%
é 18,0% 764 5% 100.0%
7 17.7% 76.4% 100.0%
8 12,2% 56.,0% 92. 5%

1, A Family Size index (FSI) has been used to determine proration of
support levels across family size in a standardized mammer. The
product of the FSI and the basic guarantee for a family of size
four is the support level for that particular size for that
support level, Values of the FSI by unit size are: size 1 = 45943
size 2 = ,7837; size 3 = .8918; size 4 = 1,03 size 5 = 1.1081;
size 6 = 1,2162; size 7 = 1.3243; size 8 = 1.4324.

2, Percentage domination of Provincial social assistance cases in pay,
at March 31, 1972, excluding recipients of institutional care,
_those in aged and infirmed care homes, homeowners, and payments

for care of foster children.



Determination of support levels has been closely
cormected to the problem of "splitting" in families., "Splitting"
is what happens where one or more members of a family break off
from that family or where a single family breaks up into two or
more families. Significantly, GAI support levels may have a note-~
worthy impact on splitting, should those support levels create a
financial incentive for splitting. Such an incentive is created

whenever a family or support unit might recelve a larger benefit
after splitting up. The imputation of any economy of scale to largér
families requires (almost by definition) the setting of guarantees
which may increase subjective predisposition to split. One example
of this would be a system whichallowed a guarantee of $2000 for a
single person, but only $3000 for a husband and wife. Uhdef such a
system, husbands and wives would be encouraged to split, because
they could increase their total income to $4000.

We have attempted Lo minimize incentives to split through
menipulation of support 1evels.2 In the case of husbands and wives,
we have attempted to manipulate guarantees so that the return from a
split will be small relative to the cost of maintaining separate
households, ete. Thus, in the case of our modal support level, a
husband and wife gain only $500 in total income by separating: their
guarantee is $3400 if they are apart and $2900 if they are together.
In the case of other adults in households, we have similarly attempted
0 minimize the incentive to split., This is done by introducing a
separate support level for "other adults™ into our calculation of
family support levels, These support levels for other adults are
calculated on the basis of increments of $770, $1000, and $1231 for
the three support levels. Thus the N'th adult in a family at the
modal support level is worth a support increment of at least $1000 to
the family, rather than a child's allobment of $400. To take an

2 This tactic stems in part from an expectation that administrative
manipulation — through rules of operation, definition of the
family eligibility, etc. — will be generally ineffective in
controlling splitting. See W.A. Klein, "Problems in Choosing
Family Unit Rules for a Negative Income Tax" mimeo University of
Wisconsin, Madison, January, 1970.



example of a nusband and wife with the parents of elther living
with them, such a family would be entitled {at the modal support
level) to a guarantee of $4900. This guarantee would come to
$5800 if the family split in two, but use of the "other aduli”
benefit minimizes the incentive to split considerably. Where such
a family might gain $900 under the plan set forth above, it could
gain $2100 by splitting if no allowance were made for higher
benefits for "other adults®.

Needless to say, we cannot be certain what effects the
structure of guarantees set forth here will have on family
structure until the experiment is well under way. MNonetheless,
the researchers are confident that the structure of guarantees set
forth here minimizes considerably the possible effects of guarantees
on family splitting, while at the same time accounting for

variations in real needs across family size.



APPENDIX B. A DESIGN FOR AN ADMINISTRATIVE EXPERIMENT FOCUSED
ON ENROLIMENT PROCEDURES

Mode of enrollment 1s an intriguing program parameter
affecting the nature of a guaranteed annual income experiment and
also affecting in very basic ways the nature of a guaranteed annual
income program. This is naturally so, since enrollment procedures
may influence the distribution of utilization, de facto eligibility,
and the efficiency of guaranteed annual income as an income re—

distribution mechanism,

1. Mode of Enrollment

Enrollment can be taken as a static program parameter and
it can be assumed that the ideal procedure is one similar to that
geherally utilized in the American negative income tax experiments.l
Following that example, (1) a population of interest is specified;
(2) a suitable sample representative of that population is located;
and (3) individuals are enrolled or recruited into the program.
Essentially, this model of enrollment requires intensive program—- °
inmitiated enrollment of participants. The enrollment procedure to
be utilized with the dispersed module will closely correspond to that
procedure used in the Americen experiments {see Section I1I.B.6).
Whether the same procedure cén be or should be applied to the satura—
tion module is not 80 clear. From an overall perspective, continuity
of rules of operation and mode of relation to participants should ob-
tain in both modules of the experiment. This is advantageous from the
point of view of experimental design (where experimental operations
- and analyses are to be integrated in a number of ways across sites).

But this perspective need not preclude certain adjustments to the
particular research/oPerational requirements or opportunities pre—

sented by a saturation study.

lSee, for example: David Kershaw, "Administrative Issues in Income
Maintenance Experimentation", in R. Orr, et al., (eds.) Income
Maintenance, pp. 281-283.
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The key question regarding enrollment for the saturation
module is: "To what extent shall enrcllment be initiated by the
potential recipient and to what extent shall enrollment be initiated
by the operators of the program‘themselves?"2 On the one hand en—
rollment may depend on the initiative of the potential recipient only
(or nearly so). Such enrollment is in this sense open and undirected.
On the other hand, enrollment may be targeted on a certain eligible
population. These will be referred to as the “open" and "targeted"

enroliment models respectively.

Fach of these models seems to have certain advantages and dis-
advantages. It is clear for example that the open model is likely to
result in scmewhat greater absoclute underutilization.3 It can be
further hypothesized that the open model will maximize the likelihood
of misubilization of the program and inefficiency in the redistribu~
tion of income, This is because political-social sophistication
itself is an inequitably distributed resource. Thus, extraction of
benefits will be a spontaneously-conceived and realizable goal for
those who are likely to be least in need of them, i.e., students, the
self~employed and the clever generally, while those most in ﬁeed of
supplementary income — the old and the marginally intelligent -— are
likely to be least able to "work" the.system. Under an open enrollment
system adequacy of income redistribution power (measured, for example,
as the ratioc of dollars-transferred-to-those-in-greatest—need to
dollars—transferred-to~those-least in need)'LIr is bound to suffer.

A number of other advantages supposedly attributable to each mode of
operation could undoubtedly be catalogued. Rather than pursuing a

2This question is independent of the question of "Voluntary Participation®
as outlined in the Federal Guidelines (p. L). All participation covered
in the experiments (and referred to in this discussion) must, of course,
be voluntary in the sense that participants agree of their own accord
to be enrolled in the program,

31t remaing, of ‘course, an emprirical question as to how great a difference
is likely to obtain between underutilization resulting from open en-
rollment and underutilization resulting from targeted enrollment.

hThis indicator is presented for illustrative purposes only. In the en-
rollment experiment it is probable that a number of alternative indices
of redistributional power will be examined.
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speculative inventory however,” a strategy will be outlined which

attempts to (a) maximize the relevance of the enrollment procedures

" used in the saturation experiment to alternative policy choices;

and (b) results in minimal discontinuity between the procedures of
the saturation and dispersed modules of the experiment. (The prime
consideration here is thought to be the simultanecus attainment of
"full" and "normal" enrollment in the dispersed and saturation

modules respectively.)

The following discussion outlines a strategy which allows
optimal satisfaction of both goals.

2. An Bnrollment Experiment

If the goal is to determine various effects of open as
opposed to targeted enrollment, two strategies are possibie. First,
oﬁen and targeted enrollment may be staged sequentially. This in-
volves a period of open enrcllment of some set length, followed by a
period of targeted enrollment also of a fixed length. OSecond, open

5Beyond those points noted in the discussion above, differential effects .

of enrollment mode may plausibly be anticipated in several areas. It
may be hypothesized that a program involving an open enrollment
system would be more likely to generate a heightened attachment of
stigma to the individuals receiving benefits, simply because the act
of self—initiated enroliment is likely to be viewed as more indicative
of personal inadequacy or need. An important, and related question
has to do with interactions between mode of enrollment and subsequent
responses (such as labour supply responses) to other key program
parameters such as the support level and tax rate. Overall impact of
the program is bound to be heightened under a "targeted" enrcllment
system — which heightened impact could have both good and bad effects
as was suggested above for the case of trade-off between redistribu-
tional efficiency and overall cost of the program. Regarding admini-
strative efficiency, it is not immediately clear which mode of
enrollment should be most satisfactory — mainly because there are
several competing criteria of efficiency. Fiscally, legislation of

a universal guaranteed annual income is perhaps more likely to emerge as

an extension of general tax policy than through other avenues (see:
Courchene, "The Poverty Reports, Negative Income Taxation, and the
Constitution: An Analysis and Compromise Proposal®™, mimeo, University
of Western Ontario, 1972). The near-universality of a tax policy mode
of enactment clearly makes the mode of enrollment for the experiment

a serious matter in design of the saturation experiment.

1
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- ' enrollment and a slightly modified version of targeted enrollmen.t6

| may be run simultaneously.7 This strategy involves a period of
open enrcllment which runs concurrently with a period of targeted
enrollment. For best appraisal of results in the experiment as a
whole, for control over history, and for control over self-selection,
it is preferable that the second alternative be adopted and that this
be done by building mode of enrollment into the experiment as an
explicit experimental treatment.8 This sub-experiment would be a major
administrative experiment of the project. ‘This is important inasmuch
as investigating administrative feasibility is an implicit goal of the

project as a whole.

While at first blush it might be assumed that such an experiment
could not be conducted unobtrusively in the saturation site, this
assumption would be erronecus. To illustrate, one need only consider
the more active enrollment procedure inherent in the purely targeted
model. In that targeted model, enrollment takes a fixed time period
determined by the researchers. For illustrative purposes, let us
assume that enrollment is phased in over a 4-month period. A
purely targeted enrollment operation would not be satisfactory be~

cause some families in need would not be enrolled until the fourth

6

Certain questions regarding the impact of history and program—related
= expectations (in the sequential model) and contamination e*fects in the

concurrent model of the experiment are problematic. In the first case

controls over history and self-selection are absent so that estimation
...... of these effects is not possible. In the second case partial control
over contamination may be attained through selective interviewing of
enrollees regarding perception of the program, how they learned
about it, et¢. These problems are of a similar magnitude, and
essentially unavoidable in a single community experiment.

- As noted elsewhere in the proposal (Section ITI.C.6) the targeted en-
rollment treatment encompasses a voluntary enrollment option, since
totally targeted enrollment is viewed as operationally unacceptable.

8Such an experiment does not, however, require any modification of the
overall experimental design. '
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month. Therefore, we would, of necessity, allow for recipient—
initiated enrollment in any case, so that persons in need could,

in principle, come into the program  voluntarily any time (within
limits imposed by the capacity of the field office to process
applicants) after Day-l of operations. Mode of enrollment can be
treated as an experimental variable unobtrusively because of three
conditions: (a) a long time period is regquired for either mode of
initial enrollment: members of the community can only be enrcolled

a few at a time; (b) members of the community can only have im—
perfect information as to why they are enrolled early in the program
as opposed to later and vice versa; (c) allowing open énrollment con-—
current with targeted enrollment means that targeted enrollment

per se causes no hardship for any family — a familylwhich has not
been contacted can, if it decides, initiate contact with the field
office itself.

The enrollment experiment has the following basic characteristics:

(a) The eligible population is randomly assigned to Treatment EO
(open enrollment) and Eq (targeted enrollment).

(b) During the initial period of the enrollment experiment,
group By receives no direct contact from the field office.
Group ET is systematically contacted during this period,9
although the total number of families enrolled in this
manner will be ET mirnus the number in ET voluntarily en-
rolling and the number refusing ET. At the conclusion
of the administrative experiment the proportion of EO
which has enrolled will be only that proportion which de-
sired to do so on their own with no more stimulsition than
that provided by general public relations cum media contact.
The proportion of ET enrolled at this time is ET minus
those not desiring to enroll in the program  when con-
tacted. It is important to note that the fact that
members of ET may have enrolled either voluntarily

Ias noted in section IT.C.6, operational limitations will probably require
the targeted enrollment to begin after an initial period of open enroll-
ment of 4 to 6 weeks., This delay is viewed as necessary to prevent over-—
load in the saturation site administrative office which might result if



(c)

or when contacted by an enrollment representative does
not confound the basic integrity of the treatment as

long as a reasonable portion of those people in ET

(say 40% or more)} are enrolled under the targeted mode.

A residue remains at the conclusion of the administrative
experiment. This residual group is that sub-set of E,
which has not volunteered or opted into the program,

This residual group can either be left dangling or it can

be enrolled in a "mop-up" targeted enrollment phase.lo

3, Discussion

Questions regarding power of the experiment hinge in part on

the strength and purity of the treatments ~— and in part on capacity to

answer relevant research questions regarding distribution of utilization,

level of utilization/underutilization, and direct behavioural effects.

First, the treatments represent clearly distinguishable alterna-

tives for policy makers designing a universal GAI. Both models are of

interest for obvious reasons. Open enrollment implies voluntary utiliza-

tion,; a greater degree of underutilization, and greater administrative

economy. Targeted enrollment implies greater redistributional efficiency.

It seems likely that a completely targeted enrollment system (one not

allowing for any voluntary enrcllment) is a non-viable policy alterna-

tive. The two treatments — completely open enrollment, and targeted

enrollment allowing for voluntary selection into the program —

therefore encompass the major alternative enrollment plans in a manner

quite isomorphic with the possibilities likely to be allowed by the

real world.

The major questions regarding the effects of open enroliment

deal respectively with patterns of utilization and levels of utilization,

In the first case the following questions concern us: Wno are the

people who come forward naturally, on their own initiative to be en-

rolled? Who are the people who do not come forward naturally? To

1051ince viluntary enrollment across E. and centrally initiated recruitment
for ET should account for the bulk of the eligible population, it should
not be absolutely necessary to push that residual group into a phase of
targeted enroilment. From an experimental point of view, in fact, it is
clearly advantageous to leave EO alone.

1
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what extent can relevant groups not stimulated to enroll by normal
public education activities be reached by more specialized modes of

communication? What are the income-redistribution implications of a

- completely voluntary enrcllment system? These questions can all be

answered in the context of the experiment defined above. In parti-~
cular, the characteristics of enrollers versus non-enrollers can be
determined on the basis of correlational analysis of enrollment re-
sponse (treated as a dummy variable) and data previously collected
fromAthe proportion of the population assigned to EO. Although
explicit causal inference may be unwarranted, such analysis should
provide useful insights into the factors motivating of facilitating
voluntary enrollment. Further, it should be clear that the redistributional
effectiveness of the open enrcllment model can be assessed in a num—
ber of ways from data collected for EO. Redistributional effects of
EO may be assessed in an absolute sense, for example, in terms of

proportion of all very needy family units enrolled or the ratio
dollars transferred to those most in need

dollars transferred to those least in need. Alternatively, com-

parisons may be made with effects of ET.

The key questions regarding utilization/underutilization are:
"How great will utilization be with open enroliment?" "How great will
utilization be under targeted enrollment?" "How significanf will the
differences in levels of underutilization between the two enrollment
plans be?" "Will patterns of underutilization be variable in such a
way that equivalent wunderutilization in each plan could result in a
different redistributicnal impact?" Questions regarding level of
utilization/underutilization are generally simpler than those regarding
distribution of wtilization, but methodological problems confound
appraisal of the results to a greater extent. Mainly this is because
questions regarding utilization/underutilization are pinned‘very readily
to exact figures rather than to a broadly based set of relations such
as characterize the proposed research regarding distribution of utiliza-
tion., Useful answers can nonetheless be arrived at, so long as we

agsume that the attempt to stimulate enrollment under the open system



involves a public education campaign roughly correspondent in in-
tensity with that likely to be mounted in the case of a national

GAI program. Assuming enrollment levels stabilize for EO during the
course of the overall experiment (a reasonable assumption), it should
be possible to predict the point at which utilization would level

off, i.e. we would be predicting the proportion of the population
likely to be enrolled in a universal program operating with open
enrollment, Similar predications could be made for E. assuming (again

T

it seems reasonable) that some portion of ET would not wish to be en-

rolled in the program.

Finally, behavioural responses may be affected by mode of en-
rollment. Variations in such responses may be detected by interrelating
data regarding mode of enrollment with later data collected yis a vis
labour supply, family behaviour, self development, etc. It might, for
example, be hypothesized: that open enrollment results in greater long-
run acceptability of an income maintenance program; or that targeted
enrollment results in a lessening of stigma attached to the program,
Such effects as these, and potential effects on labour supply, may

turn out to be of considerable importance to policy makers.

Regardless of particular outcomes, it seems certain that an
experiment with enrollment procedures expands considerably the admini-

strative and policy relevance of the basic GAI experiment.

1€



Two problems arise here. First, the GAT recipients with incomes
between the exemption level (E) and break-even (B) face very high
marginal tax rates (t+k would yield rates of over 75% in Manitoba
with t = .50 and over 80% with t = .55). The second problem revolves
around the experimental need to control the effective tax rate,

(b)__Tax integration where.income tax is rebated to GAI recipients

The high marginal tax rates incurred when the two programs
are simply added together can be avoided by rebating income tax
payments to GAI recipients. If no other adjustments are made, the
net income-gross income relationship is represented by GCDT.

This case embodies a "notch" (CD) at the break-even level of income
(B) such that a family has a significantly higher net income for

a gross income of B — 1 than for a gross income of B + 1. The
obvious inequity involved here could have a serious disincentive
effect.

To avoid this "notch effect!, the two programs could be phased
together by applying an integration tax rate (t' which must be
greater than k2) to all income above B until a point of tax equive~
alence (Yj) was reached. Yj is the level of income at which the
tax liability under the positive income tax system eguals the tax
liability incurred using t' applied to income in excess of B.

This approach is depicted by net income ~ gross income schedule
GCFT in Figure Ci’ Note that this approach involves a partial
income tax rebate to families above break-even with the rebate
declining from 100% at an income of B to zero at an income of Yj'

The marginal tax rates generated by this integration scheme are:

L¢

line marginal
income segment tax rate
(1) 0 to B GC t
(ii) B to Yj CF t' (which may be=t)
(i1i) over Y} FT k

2 The GAI tax rate t could simply be extended above B.
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Figure C.2.
Integration of GAIL and Positive Income Tax
with GAT Taxable

$

net income after
taxes, after
transfers

gross income befora taxes,
before transfer payments

effective tax rate = (l1-slope)
guarantes level

break-even level of income
incoms tax exemptions
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