Federal programs fail, States solve poverty better by tailoring to state needs
Tanner ’22 [(Michael D Tanner; 12-15-2022; Former Senior Fellow at the CATO Institute, headed research on domestic policy regarding poverty and social welfare "Welfare Reform," Cato Institute, )//IshMonkey]
Consolidate and decentralize federal welfare programs; move to cash transfers; emphasize individual control
Given the failure of more than 50 years of federal welfare policy to significantly reduce poverty or increase economic mobility, it should be apparent that the federal government does not know best. Nor have we demonstrated that we know enough about how to reduce poverty to impose a one‐​size‐​fits‐​all policy throughout the country. Five decades of failure should have taught us to be modest.
Wherever possible, Congress should shift both the funding and operational authority for welfare and other anti‐​poverty programs to the states. The “laboratories of democracy,” as Justice Louis Brandeis described them, should be the primary focus of anti‐​poverty efforts, not an afterthought. That means more than simply giving states the authority to tinker with programs as they exist today. It means federal funding, even in block grant form, should not be accompanied by federal strings. Instead, states should be given control over broad categories of funding, with the ability to shift funds freely between programs at their discretion, but within a framework in which their efforts are rigorously evaluated and held accountable for achieving results. Some states may wish to emphasize job training or public service jobs. Others may feel that education provides the biggest bang for the buck. In some states, housing may be a priority; in others, the need for nutrition assistance may be greater. Some may wish to impose strict eligibility requirements, while others may choose to experiment with unconditional benefits, even a universal basic income.
Moreover, states that have successfully reduced poverty while also reducing the number of people on the welfare rolls should be allowed to shift funds to other priorities entirely. Success should be rewarded. States that fail to achieve results, after accounting for factors beyond their control, should have their funding reduced, with any shortfall made up from state funds. Failure should not be subsidized.
While shifting funds from the federal government to the states represents a good first step, the states should go even further by moving away from in‐​kind benefits and to direct cash payments. While it is reasonable for taxpayers to seek accountability for how their funds are used, this paternalism may be both unnecessary and self‐​defeating. For starters, arguments that the poor can’t be trusted with cash are too often based on erroneous and racially biased stereotypes rather than on sound evidence. In fact, studies from states that drug‐​test welfare recipients suggest that the use of drugs is no higher among welfare recipients than among the general population. And numerous studies have shown that even when welfare recipients are given totally unrestricted cash, they do not increase their expenditure on “temptation goods” like tobacco or alcohol.
Furthermore, cash benefits can allow the poor to decide for themselves how much of their income should be allocated to rent, food, education, or transportation. They might also choose to save more or invest in learning new skills that will help them earn more in the future. A 2015 Financial Industry Regulatory Authority report found that 53 percent of American households with incomes less than $25,000 had no investment accounts, compared to just 1 percent of households making over $150,000 a year without investment accounts. We can’t expect people to behave responsibly if they are never given any responsibility.
Cash benefits also could encourage mobility, helping to break up geographic concentrations of poverty that can isolate the poor from the rest of society and reinforce the worst aspects of the poverty culture, especially if those benefits are received early in life. Armed with money instead of vouchers redeemable only at certain locations, the poor could escape bad neighborhoods the same way vouchers and tax credits allow children to escape bad schools. Doing so can produce tremendous results: Chetty et al. (2016), for example, found that families that moved into low‐​poverty areas before their children entered their teen years saw the children go on to earn 31 percent more later in life than did comparable children who remained in high‐​poverty areas. Beyond higher earnings, children from families that moved saw a wide range of other positive outcomes. They were more likely to attend college, less likely to be single parents, and more likely to live in better neighborhoods when they grew up and left home.
Any cash payment system should be designed to help low‐​income Americans solve their immediate problems without becoming ensconced in the welfare system. Thus, Congress could encourage states to expand existing cash‐​diversion programs, which provide lump‐​sum cash payments in lieu of traditional welfare benefits. Currently in use in 32 states and DC, these programs are designed to assist families facing an immediate financial crisis or short‐​term need. The family is given a single cash payment in the hope that if the immediate problem is resolved, there will be no need for going on welfare. In exchange for receiving the lump‐​sum payment, welfare applicants in most states—but not all—give up their eligibility for TANF for a period ranging from a couple of months to a year. Several studies indicate that for individuals who had not previously been on welfare, diversion programs significantly reduced their likelihood of ending up there. Studies also suggest that diversion participants are subsequently more likely to work than become traditional recipients of welfare.
Finally, Congress should reform the EITC to turn it into a pure wage supplement. Benefits should be available to childless adults and should not rise with the number of children in a family. Payments should arrive monthly rather than in an annual lump sum. Any additional cost due to expansion should be paid for by reductions in other welfare programs.
Reforms to federal, state, and local policy will ensure that workers have the compensation, flexibility, and benefits that meet their diverse needs.
Provision of public welfare to at least some people may be justified, according to certain ethical viewpoints, but is insufficient and counterproductive to effectively deliver human flourishing. We should not judge the success of our efforts to end poverty by how much charity the state redistributes to the poor, but by how few people need such charity in the first place.
Truly improving the lives of the poor is not a question of spending slightly more or less money, tinkering with the number of hours mandated under work requirements, or rooting out fraud, waste, and abuse. We need a new debate, one that moves beyond our current approach to fighting poverty to focus on what works rather than noble sentiments or good intentions—a system built on work, individual empowerment, and Americans’ philanthropic impulse.
Congress should therefore
-consolidate all current welfare and anti‐​poverty programs;
-shift remaining welfare programs to the states with as few strings as possible;
-encourage states to transition from in‐​kind benefits to cash grants;
-encourage states to make greater use of welfare diversion (lump‐​sum cash) programs; and
-transform the EITC into a pure wage supplement linked to work rather than family size/​composition.
State governments should—
-transition from in‐​kind benefits to cash grants;
-review benefit levels; phaseout ranges and asset and income tests to reduce “welfare cliffs” and disincentives to work, savings, and family formation;
-avoid arbitrary and punitive restrictions on the use of benefits;
-expand the use of diversion programs and lump‐​sum payments in lieu of traditional benefits; and
-make greater use of federal waivers to experiment with different ways to deliver benefits, combine programs, and change program incentives.
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