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KEY TAKEAWAYS

Welfare needs reform, but expanding ben-
efits and eliminating work requirements
while allowing anti-marriage penalties will
not truly help the poor.

President Biden’s plan for a massive
increase in welfare cash aid while undo-
ing work requirements could erase gains
made since the 1996 welfare reform.

Advocates say the real goal is perma-
nent change, and the plan is based on
legislation that would create permanent
new entitlements.

n 1992, Bill Clinton was elected President on the

pledge to “end welfare as we know it.” At that

time, the welfare state was clearly failing: One
of every seven children in the U.S. was dependent on
the Aid to Families with Dependent Children (AFDC)
program. Work among recipients was very low, and
the typical family received AFDC benefits for 14 years.
Unwed childbearing had been rising for decades.

Within a few years, welfare reform was enacted. For

the first time, recipients of cash aid were required to
work or prepare for work as a condition of receiving
benefits. In response, the welfare caseload experi-
enced its first significant decline in a half-century.
Within a few years, dependence had plummeted by
60 percent.! At the same time, employment of less
skilled single parents surged.? Child poverty, which
had been static for decades, fell at an unprecedented
rate, especially among black children.?
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But the radical Left never accepted welfare reform, consistently
seeking instead to reverse it by eliminating welfare work requirements
and maintaining or restoring welfare aid to non-working persons and
families. The left’s goal has always been, as Congresswoman Alexandria
Ocasio-Cortez (AOC) recently put it, to provide “security for all who are...
unwilling to work.”*

Now President Biden is proposing a massive increase in welfare cash aid
while at the same time eliminating work requirements in one of the largest
cash welfare programs: the so-called refundable child credit. If enacted as
permanent policy, the Biden plan would restore “welfare as we knew it.”

The Biden plan would increase the refundable credits/cash grants from
$2,000 per child to $3,000 for each child aged 6-17 and $3,600 for children
under six. Two-thirds of the new benefits provided (or $78 billion per year)
would be cash grants to families that owe no income tax.

Massive Welfare Expansion

If enacted permanently, the Biden cash grant increase would constitute
the second-largest expansion of means-tested welfare entitlements in U.S.
history. In constant dollars, its annual cost would dwarf the initial costs of
the Medicaid, food stamp, and AFDC programs. Only Obamacare would be
more expensive.

The Administration suggests that these changes would be limited to a
single year to help families suffering under the COVID-19 recession. In
fact, the Biden plan is based on legislation that would create permanent
new entitlements.” Reports indicate that the real goal is the permanent
expansion of the welfare state.®

Advocates claim that this proposal would reduce child poverty’—an idea
linked to the notion that the U.S. welfare system does not spend enough to
protect children from poverty. But in 2018, before the COVID recession,
the U.S. spent nearly $500 billion on means-tested cash, food, housing, and
medical care for poor and low-income families with children.®? That amount
of spending is seven times the amount needed to eliminate all child pov-
erty in the U.S.

How can America spend so much and still have a problem of deep and
widespread child poverty? The answer is that the permanent government
counts almost none of the $500 billion per year in spending on means-tested
benefits as income in its widely publicized measures of poverty or economic
inequality. Ironically, the Biden proposal to add another $78 billion in cash
welfare on top of the nearly $500 billion in current spending on benefits
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for families with children would have zero impact on the official measure
of child poverty because the new cash credits would also not be counted as
income in normal government poverty reports.’

This Catch-22 has played out for half a century. The left has ceaselessly
demanded more spending to reduce poverty but then hides that spend-
ing when poverty is measured. The game is rigged so that only the welfare
industrial complex can win. By the game’s rules, poverty can never be elimi-
nated; there will always be unmet social needs to be funded, and the welfare
state can never, ever be big enough.

Undermining Work

As noted, in addition to greatly expanding the welfare state, the Biden
unconditional cash grant plan would dramatically reverse the emphasis
on requiring and promoting work that was established in the 1996 welfare
reform. The Biden plan would eliminate the current work requirement
and work incentives for child cash grants under the refundable child credit.
Non-working families would receive up to $3,600 per child in cash. This aid
would be on top of the roughly $20,000 the typical non-working single-par-
ent family already receives from such programs as food stamps, Medicaid,
WIC (Special Supplemental Nutrition Program for Women, Infants, and
Children), housing, or Temporary Assistance for Needy Families in which
nominal work requirement are frequently not enforced."

Eliminating the work rule would decrease work and self-support. For
example, the effect on employment of unconditional cash grants without a
work requirement was tested in a series of large-scale random assignment-
controlled negative income tax (NIT) experiments in the 1970s. These
experiments tested the behavioral effects of experimental cash assistance
programs, which varied by maximum benefit and phase-down rates, and
clearly showed that increasing the maximum welfare benefits led to sub-
stantial reductions in work and earnings among recipients.” In fact, each
$1,000 in added benefits was offset by a $660 reduction in earnings.'?

Even worse, although the NIT experiments lasted only three to five years,
they had a negative effect on earnings of participants that persisted long after
the programs ended. Each $1.00 of higher benefits provided by the experi-
mental programs led to a $5.00 drop in the life-time earnings of recipients.'®

The significant anti-work effects of the NIT experiments shifted policy-
makers’ focus away from unconditional aid programs and toward alternatives
such as the Earned Income Tax Credit, a program that has both a work require-
ment and pro-work incentives. This emphasis on programs that require and
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encourage work was continued in the 1990s reform, which replaced AFDC
with anew program called Temporary Assistance for Needy Families (TANF).
The TANF program also has work requirements, albeit imperfect ones.

Advocates of unconditional cash grants argue that the lessons from the
NIT experiments or from welfare reform in the 1990s are not applicable
to the Biden plan. This is because the NIT, AFDC, and TANF programs
were “means-tested;” i.e., the benefits were phased down as earnings rose.
By contrast, benefits under the Biden plan would be “universal.” For most
families, benefits would not phase down as earnings rose; the plan would
provide a uniform $3,000 or $3,600 per child to all families with less than
$150,000 in annual income.*

According to advocates of universal and unconditional cash grants, the
phase-down rates of typical welfare programs are the main or sole cause of any
anti-work effects within the welfare system." If benefits do not shrink as earn-
ings rise, they argue, there is no meaningful work or marriage disincentive.!

The NIT studies explicitly refute this contention.!” In fact, the NIT exper-
iments found that slowing the phase-down rates of benefits had no effect
on work rates.!® By contrast, the “income effect” (the response to receiving
alarge amount of free, unconditional cash) had a large negative impact on
work.” The higher the free benefits were, the less work was performed.

Similarly, within the AFDC and TANF programs, states have often reduced
benefit phase-down rates with the aim of increasing work; these policies are
called “earnings disregards.” Reduced phase-down rates (“disregards”) have
not increased employment and may have expanded dependence.?®

Undermining Marriage

Marriage is critical to reducing poverty and improving personal and
social well-being. A healthy marriage is one of the two most important fac-
tors contributing to personal happiness.* Marriage is the strongest factor
in promoting the upward mobility of children and is linked to nearly all
aspects of child well-being.?? But since the beginning of the War on Pov-
erty, marriage has been nearly wiped out in many low-income communities.
Replacing husbands with welfare checks has degraded well-being for men,
women, and children in low-income neighborhoods.

The collapse of marriage is a principal cause of official child poverty. Sin-
gle-parent families with children are 33 percent of all families with children,
but they are 72 percent of all families with children in official poverty.?*
(Recall that official poverty statistics do not include welfare aid, but these
figures demonstrate the poverty-prone nature of single-parent families, the
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difficulty they have supporting themselves without substantial government
aid, and therefore the need for subsidies).

Arational welfare system would seek to strongly encourage and support
marriage. The current system does the opposite. Welfare undermines mar-
riage in a number of ways. First, most welfare programs actively penalize
low-income parents who marry.?* When a couple marry, their joint income
rises, and in most cases, welfare benefits will be cut.

Equally important, large subsidies to single parents tend to make low-
wage fathers economically superfluous; this in turn makes it less likely that
marital commitment will emerge and persist. Creating robust subsidized
financial alternatives to marriage will tend to make marriage decline.
Overall, subsidies to families with children that do not work or work little
(Whether non-married or married) erode marriage.

The Biden proposal continues and intensifies the anti-marriage aspects
of the current welfare system. The plan does nothing to reduce the current
anti-marriage penalties embedded in the current system. Even worse, the
Biden plan would greatly increase benefits to non-working single parents.*

Historically, such an approach has been linked to declines in marriage
and increases in non-marital childbearing. Studies show that welfare has
a substantial effect in eroding marriage. For example, the NIT evalua-
tions showed that receiving benefits from the program led to a 40 percent
increase in marital dissolution among white and black families.?® As in the
case of work reductions, the phase-down rates were not responsible for
this outcome.?”

Most studies of the AFDC system before welfare reform reached similar
conclusions. States with higher monthly AFDC benefits had higher levels of
out-of-wedlock births as a share of all births within the state.?® For example,
former Congressional Budget Office Director June O’Neill found that a 50
percent increase in the monthly value of AFDC and food stamp benefits led
to a43 percent increase in non-marital births.*

Some might argue that the fact that the Biden plan provides increased
cash aid to all non-working families with children, both married and
non-married, might reduce its anti-marriage effects. However, the AFDC
program also had a component for married couples called Aid to Families
with Dependent Children-Unemployed Parent (AFDC-UP). The benefits
provided to non-working married couples by AFDC-UP did not encourage
the emergence or maintenance of married-couple families.*

Rather than moving in the direction of the Biden proposal, policymakers
should reduce marriage penalties in welfare programes.
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Conclusion

The principle of work requirements in welfare is based on common sense.
It has nearly universal public support. The public supports aid to those who
need it, but they do not want welfare to be a one-way handout. The key is
reciprocity. If aid is given to able-bodied individuals, they should be required
to take positive steps toward self-support in exchange for the assistance given.
Polls show that close to 90 percent of Americans agree that “able-bodied adults
that receive cash, food, housing, and medical assistance should be required to
work or prepare for work as a condition of receiving those government benefits.”*'

The current welfare system is very far from perfect, but it would not be
improved by massive expansions of cash grants and the elimination of work
requirements. The Biden plan would reduce work, increase dependence,
and undermine marriage. It is anti-reform.

True reform of the welfare system should be based on five principles:

¢ The welfare state should become transparent; the public and policy-
makers should be given accurate information about total government
spending®? and the full range of benefits actually received by low-in-
come individuals and families.*?

¢ Work requirements within the welfare system should be strengthened,
not weakened.

e Financial penalties against marriage embedded in the welfare system
should be greatly reduced or eliminated.?*

e Welfare programs designed to improve skills or behaviors should
be funded on a payment-for-outcome basis rather than continuing
endless spending on ineffective services.*

¢ Government policy should ensure that jobs are readily available for
low-skill and disadvantaged U.S. workers,?® particularly those who
have difficulty finding employment, such as former prison inmates.*”

Such reforms would truly benefit the poor and society as a whole.

Robert Rector is a Senior Research Fellow in, and Jamie Bryan Hall is a Research Fellow in
Quantitative Analysis in, Domestic Policy Studies, of the Institute for Family, Community,
and Opportunity, at The Heritage Foundation.
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