States’ priorities don’t align with devolution – they can’t handle it carefully enough
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States will increasingly take center stage in U.S. social policy as devolution proceeds. A basic task will be the finance of existing commitments, not to mention the new responsibilities assigned by the national government. A basic finding in these studies is that state economies can accommodate these challenges to a great extent, and state governments have the capacity and tools to cope, but the recent reform of welfare remains problematic. A similar reform of health care could substantially heighten the risks and potential problems faced by the federal system in the future. As this is being written, state fiscal conditions are sunny and the national economy is steaming along. How devolution will work under less favorable circumstances remains to be seen. National policy-makers in Congress and the Administration would do well to monitor the welfare reform process closely, particularly in terms of the fate of those who leave, are removed from, or decline to join the welfare rolls. They should keep an eye open for signs of competitive pressure on state tax systems. They should give renewed consideration to opportunities for public investment that have been neglected in the past. State governments need to heighten their focus on the problem of fiscal disparities, which a variety of factors could exacerbate in the future. They also need to look forward in terms of the future revenue needs implied by the current or prospective policies and reforms voters desire. An obvious threat deserving preparation in the form of ‘rainy-day’ funds is the onset of the next recession. In the specific, active field of welfare reform, states need to emphasize the objective of reducing poverty as the goal of welfare reform, not the mere reduction of caseloads. Insofar as education is viewed as a solution to poverty, fiscal equalization is an essential task. States also need to be alert to the social and fiscal costs associated with fiscal disparities, or (in the specific area of welfare reform) caseload reduction, so that the true costs and benefits of diverse policy options may be seen clearly and understood. If federalism is a laboratory, the devolution experiment requires safety goggles. At the very least, devolution ought to be an experiment that affords us a learning experience, so that policy achievements can be replicated, and mistakes not repeated. We hope that readers who observe, participate in, or are the objects of this experiment will benefit from this book.
Source: AT States and Devolution CP - Michigan Classic 2023 BLP · Michigan · 2023




