Dismantling the Federal Safety Net:
Fictions Versus Realities

DEMETRIOS CARALEY

Since 1981, Republican office holders in the White House and in

Congress have been trying to dismantle the fifty- to sixty-year old constellation
of federal grants giving financial aid to poor people and poor cities. The Reagan
and Bush administrations did succeed in actually eliminating some grant programs
to city governments that helped poor people indirectly — general revenue-sharing
and urban development action grants. And they cut others —community develop-
ment block grants, economic assistance grants and loans, mass transit grants —
some drastically in constant dollars.' But neither the Reagan nor Bush administra-
tion was able to cut out the social safety net programs that provided benefits to
poor people directly or even to keep spending on those programs from rising.
With the purported objective of both balancing the federal budget and giving

an income tax cut of $245 billion over seven years, the new 1995-1996 Republican
congressional majorities have been trying to eliminate the federal social safety
net that has guaranteed some minimum floor below which the living conditions
of poor people— including mostly poor children—would not be allowed to fall
anywhere in the United States. In place of that safety net, the Republican majorities
would substitute capped block grants of money to each state for the purpose of
covering the needs now addressed by safety net programs like welfare, Medicaid,
food stamps, and school lunches and leave to state governments the defining of
eligibility for benefits and what kinds of benefits to provide.? The new congres-

! For a fuller discussion of this part of the cutbacks, see Demetrios Caraley, “Washington Abandons
the Cities,” Political Science Quarterly 107 (Spring 1992): 1-30.

2 This article will not discuss the 104th Congress’s proposals for cutting projected increases in
spending for Medicare, because Medicare is not a means-tested program and its beneficiaries have
contributed to it through payment of the Medicare payroll tax.
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sional majorities would also cut the federal Earned Income Tax Credit (EITC)
for the working poor, thus decreasing their after-tax earnings.

The Republican arguments for dismantling the federal social safety net and
devolving parts of it to the states have been generally consistent over the years
and have been based on five major claims about reality, though in 1995-1996
there was an additional claim specific to the 104th Congress:

« The federal government’s intervention to fund individual benefits for the poor
was an unconstitutional usurpation that started during Franklin Roosevelt’s
New Deal and greatly expanded during Lyndon Johnson’s Great Society,
presumably against the wishes of state and city officials and electorates.

e Government spending — or throwing money at problems—cannot help the
conditions of the poor.

« Local and especially state governments —the so-called governments closest
to the people —are better equipped than the federal government to make
choices about what mix of taxes and levels of spending their citizens should
have for essential services, amenities for the middle class, and benefits
and services for the poor.

« Block-granting and capping federal spending programs and devolving them
to the states is a technical, win-win solution that will both improve effective-
ness and save money without hurting anyone.

« The 1994 congressional elections gave the 1995-1996 Republican congres-
sional majorities an undeniable electoral mandate to enact the “Contract
with America,” and that mandate specifically included proposals to cut or
cap safety net spending, to block-grant to the states as many federal social
spending programs as possible, to give a large tax cut concentrated on
upper middle-class and upper-class taxpayers, and to eliminate completely
the $150 to $200 billion annual deficit within seven years.

» The federal government is essentially broke. Being broke, the federal gov-
ernment is unable to maintain the level of spending necessary to continue
benefits under current law to the existing eligible population of poor people.
Drastic cuts in spending for the poor are absolutely necessary to bring the
deficit under control and eliminate it by FY (fiscal year) 2002.

“If men define situations as real, they are real in their consequences.”

Given their values, it is what policy makers and voters define as reality that
controls the positions they take in policy disputes. This article’s argument is that
only one of the realities summarized above is even partially true and that the

3 W. 1. and Dorothy Swain Thomas, The Child in America (New York: Knopf, 1928), 572. For
more on what has been calied the “Thomas Theorem,” see Robert K. Merton, “The Thomas Theorem
and the Matthew Effect,” Social Forces 74 (December 1995): 379-424.
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other five are fictional and cannot provide intellectual support for dismantling
the federal safety net and devolving it to the states. The remainder of the article
will analyze each of the claimed realities in turn and then offer some likely
scenarios for the nation if the 1995-1996 Republican-type devolution proposals
were to be adopted and implemented in future administrations or Congresses.
It should be noted that President Bill Clinton indicated his readiness to sign the
welfare reform act that passed the Senate in the fall of 1995* —even though that
bill would have devolved the Aid to Families with Dependent Children (AFDC)
program to the states. Furthermore, in May of 1996, Wisconsin announced that
subject to a federal waiver being approved, it would completely eliminate welfare
payments and substitute a program of subsidized private jobs or public service
jobs that would pay qualifying poor people only for work performed; Clinton
immediately announced in his regular Saturday radio program that the Wisconsin
program looked interesting and that a waiver would be granted. Also in the spring
of 1996 the Clinton administration was working with the Republican congres-
sional leadership on a bill that would consolidate almost all housing programs
into two block grants. In short, even if Clinton were to be reelected with new
Democratic congressional majorities, the devolution proposals would not be dead.

POLITICAL SETTING

Despite questions about the validity of their rationales, at different points in the
1995 and 1996 legislative process the Republican leadership was able to secure
majorities in the House or the Senate for most of its proposals to dismantle the
federal safety net. The major pieces of legislation that were passed in both cham-
bers and sent to the president —the welfare reform act (also called the Personal
Responsibility Act of 1995) and the FY 1996 Reconciliation Act (also called the
Balanced Budget Act) —were both vetoed by President Clinton.®> The Republican
‘majorities made no attempt to override those vetoes, since the legislation had
passed narrowly in the Senate and by smaller than two-thirds majorities in the
House. The Republicans did try to force Clinton to sign various parts of these
proposals into law by attaching them in late 1995 and early 1996 as riders to
appropriations acts, appropriations continuing resolutions, and bills raising the

4 The Senate passed the welfare bill 88-12 with only eleven Democrats voting against it. Clinton
warned that if the Senate bill were not preserved in the conference version and objectionable features
of the House bill, such as a lower maintenance of effort level or bans on additional welfare payment
to welfare mothers who had another child were added, he would veto the bill; such House features
were added to the conference report and Clinton vetoed the bill.

5 Congress approved and President Clinton signed a bill in April 1995 that allowed self-employed
people a tax deduction for health insurance premiums; as part of the bill and because of the need to
“pay” for the new deduction under relevant budget act provisions, Congress and the president agreed
to deny any EITC to people who had incomes in excess of $2,500 from interest, dividends, rental
properties, or royalties.
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federal debt ceiling — measures that were necessary to keep the federal government
open for business. Nevertheless, Clinton refused to sign the measures, large
parts of the federal government closed down on two occasions, and eventually
the Republican majorities voted the measures needed to reopen the federal
government.

Since safety net entitlements have mandatory appropriations, not changing
the legislation that authorizes them allows spending to continue on the same basis
as in previous years, so none of the proposed curtailments on the entitlerment
safety net programs was implemented. But spending levels for discretionary
spending programs helping poor people and poor cities — for example, legal ser-
vices to the poor, mass transit—have to be set annually, and the new Republican
congressional majorities were able to pass with Clinton’s signature continuing
resolutions or appropriations acts reducing the spending for those programs by
about 15 percent from FY 1995.% And if the voters were to elect a Republican
president in November 1996 or increase the Republican majorities to two-thirds
in both houses of Congress, the Republican block-granting and devolution policies
would come back in the 105th Congress as very live issues.

FivE FICTIONS

The “Federal Usurpation” Fiction

The fiction that the federal government has usurped state and local government
powers in undertaking social spending and grant programs and for that reason
should return those powers to the states is disconnected from historical fact.

Federal grant programs like AFDC cash-welfare payments, Medicaid, com-
munity-development block grants, grants for mass transit, food stamps, nutri-
tional programs for pregnant women, infants, and other children, etc. can, quite
literally, never be returned to the states, because the states never had them to
begin with.” The language of ostensibly impartial publications like the New York
Times and the Congressional Quarterly Weekly Report, as well as of academic
analysts, has been so captured by the rhetoric of the Republican devolution advo-
cates that they too talk almost always of returning, rather than simply turning
over to the states for the first time, the social safety net for the poor and other
urban aid programs.

Despite attacks on the federal government’s purported usurpation, most fed-
eral social welfare programs have been based on the so-called spending power

¢ By contrast, spending on discretionary programs that were not targeted to poor people was decreased
by only about 5 percent. See “The House and Senate Omnibus Appropriations Bills: How Would They
Affect Low-Income Programs?” (Washington DC: The Center on Budget and Policy Priorities, 1996},
25 March 1996.

7 Some states had mothers’ pensions for widows with children, but these programs ran out of money
during the Great Depression.
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of Congress, which derives from its constitutional authority “to lay and collect
taxes. . . to pay the debts and provide for the common defense and general
welfare of the United States.”® As Congress exercised it since adoption of the
Constitution and as the Supreme Court eventually ruled in 1936,° this clause
permits the spending of federal monies not only in the substantive areas that
Congress can regulate under its various enumerated powers, but also for any
purpose that comes within the meaning of the broad terms “general welfare” or
“common defense” of the United States.

Nor did the federal government establish individual safety net programs
against some great opposition from states that it simply overrode. In reality,
federal spending programs for poor people were taken on because city or state
officials evidenced either an unwillingness or an incapacity to act. State and local
government participation has been voluntary in virtually all grant programs.
Indeed, state and local governments did not get supplanted by a federal bureau-
cracy but were the governments that actually administered, albeit subject to
federal regulations, the programs receiving federal aid. Also, federal grant and
individual aid programs were not developed in a vacuum by some federal estab-
lishment insulated in Washington, DC, with little contact or awareness of state
and local conditions and needs. Federal benefit programs were developed in full
consultation with state and local officials, who both testified and lobbied on
different aspects. They had to have been approved by a majority of a Senate
whose membership is elected from the fifty states and a majority of a House
of Representatives elected by 435 local subdivisions of states. In this kind of
governmental system, no federal program that has strong opposition in many
states or localities can pass. Thus the federal involvement with social welfare
and other grants to state and local governments reflected not a usurpation of
power, but the traditional pattern in American government that if a serious do-
mestic problem is to be solved, the federal government must join in a cooperative
effort to cope with it.

Moreover, this expansion of the federal role was something the constitutional
Founders foresaw and planned by putting the “necessary and proper” clause in
Article 1 and the “supremacy” clause in Article VI of the new Constitution of
1789.1° James Madison, no friend of federal usurpation, asked rhetorically in
The Federalist, No. 45, when he was urging the New York State convention to
ratify that constitution:

8 U.S. Constitution, Article I, Section 8.

° U.S. v. Butler, 297 U.S.1 (1936).

19 The “necessary and proper” clause reads, “To make all Laws which shal}l be necessary and proper
for carrying into Execution the foregoing Powers, and all other Powers vested by this Constitution in
the Government of the United States, or in any Department or Officer thereof.” Art. I, sect. 8. The
supremacy clause reads, “This Constitution and the Laws of the United States which shall be made
in Pursuance thereof; . . . shall be the supreme Law of the Land; and the Judges in every State shall
be bound thereby, any Thing in the Constitution or Laws of any State to the Contrary notwithstanding.”
Article VI.
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. . if . . . the Union be essential to the happiness of the people of America, is it
not preposterous to urge as an objection to a government . . . that such government
may derogate from the importance of the governments of the mdividual States? Was,
then, the American Revolution effected, was the American Confederacy formed,
was the precious blood of thousands spilt, and the hard-earned substance of millions
lavished, not that the people of America should enjoy peace, liberty, and safety,
but that the governments of the individual States, that particular municipal establish-
ments, might enjoy a certain extent of power and be arrayed with certain dignities
and attributes of sovereignty? . . . [A]s far as the sovereignty of the States cannot
be reconciled to the happiness of the people, the voice of every good citizen must
be, Let the former be sacrificed to the latter. . . .!

It was very early in the nation’s history, in 1819, when John Marshall was
chief justice and many of the other Founders were still alive, that the Supreme
Court held in the case of McCulloch v. Maryland that Congress could legislate
not only on the specific subjects actually mentioned and enumerated in Article
1, but also on whatever was “necessary and proper” to carry out these enumerated
powers and all other powers vested in the federal government by the Constitution.
The major issue in the case was whether Congress had the power to charter a
Bank of the United States, even though chartering banks was not specifically
mentioned in Article 1. As Chief Justice John Marshall wrote, “Let the end be
legitimate, let it be within the scope of the Constitution, and all means which
are appropriate, which are plainly adapted to that end, which are not prohibited,
but consist with letter and spirit of the Constitution, are constitutional.”’? The
Court’s reasoning was that such a bank was “necessary and proper” for carrying
out enumerated powers to “collect taxes, duties, imposts, and excises,” to “borrow
money,” to “coin money,” and “regulate the value thereof.”

In 1995-1996 some Republican devolutionists further claimed that despite
Congress’s general constitutional reach under Article I, Congress was acting
beyond the scope of its powers when regulating or spending in many social and
economic matters, because it intruded in areas reserved to the states under the
Tenth Amendment. The text of that amendment—part of the original Bill of
Rights —reads:

The powers not delegated to the United States by the Constitution, nor prohibited
by it to the States, are reserved to the States respectively, or to the people.

When campaigning in the 1996 Republican primaries, Senator Robert Dole would
wave a notecard that contained the text of the Tenth Amendment and claimed that
if elected he would “return” many programs to the states, “where they belonged.”

Yet it was also in 1819 in McCulloch v. Maryland that the Supreme Court
ruled the Tenth Amendment could not be used to nullify a federal exertion of power
that was justified under Article I's enumerated powers including the “necessary

"' The Federalist, No. 45.
2 McCulloch v. Maryland, 4 Wheat. 316,
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and proper” clause.!®> While in the next hundred years there were a few cases in
which the Supreme Court abandoned the Marshall Court’s view and used the
Tenth Amendment’s “reserved powers” to overturn congressional legislation, by
1941 —some fifty-five years before the 104th Congress —the Court returned to
the Marshall Court’s position and held that, “[t]he power of Congress” under its
enumerated powers “is complete in itself [and] may be exercised to its utmost
extent, and acknowledges no limitations other than are prescribed in the Constitu-
tion.” With respect to any Tenth Amendment reserved powers belonging to the
states, Chief Justice Harlan Fiske Stone said for a unanimous Court:

Our conclusion is unaffected by the Tenth Amendment which . . . states but a truism
that all is retained which has not been surrendered.!*

The “You Can't Solve Problems by Throwing Money at Them” Fiction

This fiction is one way of justifying massive cuts in government spending. If
one can be made to believe that spending money doesn’t work anyway, then that
person can conclude that cutting isn’t going to hurt anyone and may even do
some good by allowing tax cuts.

Of course, in expensive federal spending programs, just as in spending pro-
grams of large private corporations and nonprofit organizations, there are millions
and perhaps even billions of dollars that are not helping to solve problems,
because those dollars are being siphoned away by what is commonly referred to
in government parlance as fraud, waste, and abuse. Everyone agrees that this
kind of unnecessary spending must be eliminated. Furthermore, it is widely
understood that some major social problems are caused by self-destructive and
other antisocial human behavior that we do not yet know how to change for the
better, regardless of what kinds of spending may be available.!> We don’t yet
know, for example, how to change the behavior of unmarried teenage mothers
having babies without fathers of their children to marry them or without having
jobs to take care of them; we don’t know enough about how to stop violent
criminal behavior except through very expensive incarceration; we don’t know
a great deal about how to improve learning in schools in poor neighborhoods.

3 Ihid., 406.

14 United States v. Darby, 312 U.S. 100. But see Garcia v. San Antonio Metro, 469 US (1985)
528, where it was only a slim 5—4 majority that held to the position that the Tenth Amendment provided
no substantive impediment to the exercise of federal power and that the only protection for states came
from their role in the national political process. Also see not a Tenth but an Eleventh Amendment
case where the Supreme Court with a different, but equally slim 5-4 majority ruled that Congress
had unconstitutionally exceeded its powers by requiring suits involving certain disputes between state
governments and Indian tribes to be settled in federal trial courts. Seminole Tribe of Florida v. Florida,
116 S. Ct. 1114.

15 See Demetrios Caraley, “Epistemological Obstacles,” City Government and Urban Problems
(Englewood Cliffs, NJ: Prentice Hall, 1977), chap. 18.
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But there are many other problem areas where we do have the necessary
knowledge, where the technology does already exist, and where all that is needed
to improve conditions is to spend substantially more money. This applies to
governmental housekeeping services like sanitation, highways, water supplies,
and the like. If various governments threw a lot more dollars at the sanitation
departments of different cities so that, say, they could double their budgets, they
could then double the number of sanitation trucks, double the crews, and their
cities would be a lot cleaner. If New York City had a lot more money to spend
during the 1970s, it could have taken care of decaying bridges through preventive
maintenance and would not have had the West Side Highway collapsing. More
money for libraries would allow them to stay open more hours and to buy more
new books. And federal general revenue sharing in the 1970s and 1980s — essen-
tially six billion dollars of block-granted funds, two-thirds of which went directly
to local, and one-third to state governments —gave local and state governments
additional funds to strengthen programs that they decided just needed more money
in order to work better.'®

One major justification often advanced by the 104th Congressional Republi-
cans specifically for cutting safety net programs is that hundreds of billions or
even trillions of federal dollars have been thrown at poverty since Lyndon John-
son’s War on Poverty, yet poverty persists and is severe. But the reality is that
even at the height of spending on Johnson’s War on Poverty, there was never
any authorization or appropriation for simply giving more money to the poor.
That could theoretically have been done through a federally-mandated increase
in minimum welfare payments or through a negative income tax or even through
a massive program of job creation. But this was not done then and has never
been done since. In FY 1994, the median state’s maximum AFDC payment was
only 38 percent of the poverty threshold and when combined with the value of
food stamps, it was still only 69 percent of that threshold. "

The most successful federal antipoverty programs have been those that actu-
ally did give out more money —by increasing social security payments with cost-
of-living increases (COLASs) to the retired and by giving larger earned-income
tax credits to the working poor. Furthermore, the money spent on welfare, Med-
icaid, food stamps, housing assistance, and other safety net programs has in fact
been highly successful, if success is defined not as eliminating poverty but as
keeping poor adults and children at least from starving or dying from lack of

6 General revenue sharing was begun in 1972 at about $6 billion a year in funding and was additive
to federal funding for specific grant programs; the state portion was ended in 1980 under the Carter
administration and the local government part, in FY 1986 under Reagan.

7 Committee on Ways and Means, U.S. House of Representatives, Overview of Entitlement Pro-
grams: 1994 Green Book: Background Marerial and Data on Programs within the Jurisdiction of the
Commirtee on Ways and Means (Washington, DC: U.S. Government Printing Office, 1994), tables
10-11, 366-67.






