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The Shadow of Yesterday’s Triumph: 
Why Kicking the Can Down the Road on 
Welfare Reform Is Not a Solution 

 

 
 

Summary and Background 

 

This summer, America will mark the 22nd anniversary of the enactment of the Personal 

Responsibility and Work Opportunity Act. Reforming welfare was a prominent part of 

then-Speaker Newt Gingrich’s “Contract With America” as well as President Bill Clinton’s 

1992 presidential campaign. After lengthy negotiations and a couple of vetoes by 

President Clinton, the measure was passed with bipartisan support. It promised to 

overhaul the way America handled welfare and government assistance for years to 

come.  

 

Of the historic measure, President Clinton remarked: 

 

“[It] gives us a chance we haven't had before to break the cycle of dependency 

that has existed for millions and millions of our fellow citizens, exiling them from 

the world of work. It gives structure, meaning and dignity to most of our lives.”1 

 

This bill was supposed to be a triumph for every American voter who trusted Congress 

and President Clinton to stop that cycle by putting Americans to work and getting serious 

about government spending. Welfare, as it existed before 1996, had failed millions of 

Americans and put too many in a life that robbed them of any chance at independence. 

 

The measure emphasized work requirements, tighten the means tests for eligibility in the 

programs, and allowed states to design their own welfare systems by instituting block 

grants. The goal was very clear. Welfare’s success should be judged by how many 

people are able to leave the program, not by how many benefits are given out or by how 

many people are receiving government assistance.  

 

                                                        
1
 The American Presidency Project, “William J. Clinton: Remarks on Welfare Reform Legislation and an Exchange With 

Reporters”, University of California Santa Barbara, July 31, 1996, http://www.presidency.ucsb.edu/ws/?pid=53140 
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At first glance, it seemed to work out very well. Employment and earnings went up. The 

number of welfare recipients went down. That seemed to be a clear cut statement that 

the mission of the legislation was being accomplished as planned.2 Both Gingrich and 

Clinton could go to the American people and say that they had saved the wasteful, 

floundering welfare state. 

 

Despite this apparent victory, all these years later, politicians on both sides of the aisle 

still campaign on the need to overhaul our welfare system. Republicans and 

conservatives use largely the same talking points now that Gingrich used over 20 years 

ago. Too many people who are able to work remain on government assistance; the 

system disincentivizes upward mobility, and robs people of the dignity of work. 

 

This begs the question: what happened? While, on the surface, the 1996 welfare reform 

package appeared to be one of the greatest legislative accomplishments of our time, the 

bill was not crafted for long-term success. While the negotiations between both parties to 

come to an agreement on such a hot-button issue should be praised, the final substance 

lacked any safeguards against future abuse, and included loopholes that eroded the 

possibility of meaningful results down the road. To pass meaningful welfare reform in 

today’s world, lawmakers should look at the successes of the 1996 effort, but should, 

more importantly, scrutinize its shortcomings. 

 

The War on Poverty and the Contract With America 

 

In 1994, it had been 30 years since President Lyndon B. Johnson announced his “War 

on Poverty” program. The program initiated incredible levels of government spending to 

create programs like Medicare and Medicaid, expand Social Security, start a Food 

Stamps pilot program, and establish numerous other initiatives. This was kick-started by 

President Johnson’s promise during his 1964 State of the Union Address to “not only 

relieve the symptoms of poverty, but to cure it and, above all, to prevent it.”3 

 

After 30 years, it seemed only fair to ask whether or not this massive undertaking was 

working as planned. The answer was a resounding “no.” The percentage of the 

population in official poverty was already decreasing steadily and had been for roughly 

15 years prior.4 Not only did that trend stop shortly after the War on Poverty started, but 

the percentage started rising again around 1969. By the time 1994 came, the poverty 

level was at 15.1%, which is approximately where it stood in 1966, only 2 years after the 

                                                        
2
 Haskins, Ron, “Testimony: The Outcomes of 1996 Welfare Reform”, The Brookings Institution, July 19, 2006, 

https://www.brookings.edu/testimonies/the-outcomes-of-1996-welfare-reform/ 
3
 Matthews, Dylan, “Everything you need to know about the war on poverty”, The Washington Post, January 8, 2014, 

https://www.washingtonpost.com/news/wonk/wp/2014/01/08/everything-you-need-to-know-about-the-war-on-
poverty/?utm_term=.4564e1ae516e 
4
 Fisher, Gordon, “Estimates of the Poverty Population Under the Current Official Definition for Years Before 1959”, U.S. 

Department of Health and Human Services, Office of the Assistant for Planning and Evaluation, 1986 
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War on Poverty began. Americans were seeing their tax dollars go to waste, and were 

getting absolutely no concrete results in return.5  

           

  
Source: U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements, 

“Historical Poverty Tables - People”, https://www.census.gov/hhes/www/poverty/data/historical/people.html 

 

At the time, the government had already committed $5.4 trillion to the effort, and it didn’t 

even seem to be an ongoing “war” at this point. Poverty was winning. Added to the 

aforementioned failures is the fact that 3.2 million more people were in official poverty in 

1994 than there were in 1964, and almost 16 million more than 20 years prior.6 

 

This prompted Gingrich to include a provision in the “Contract With America” to rethink 

the role government played in alleviating poverty. In his book, To Renew America, 

Gingrich wrote of the situation: 

 

"We must replace our centralized, micro-managed, Washington-based 

bureaucracy with a dramatically decentralized system more appropriate to a 

continent-wide country... 'Closer is better' would be the rule of thumb for our 

decision making; less power in Washington and more back home, our consistent 

theme."7 

 

Beyond creating a more decentralized approach, the proposed welfare regime wanted to 

disincentivize behavior that had previously been rewarded by the welfare system. This 

included having children out of wedlock. Another issue raised was that the previous 

                                                        
5
 U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements, “Historical Poverty Tables - 

People”, https://www.census.gov/hhes/www/poverty/data/historical/people.html 
6
 U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements, Historical Poverty Tables. 

www.census.gov/hhes/www/poverty/data/historical/people.html. 
7
 Gingrich, Newt, To Renew America, HarperCollins Publishers, New York City, NY, Published August 1, 1995 



FreedomWorks | 400 North Capitol Street NW Suite 765  | Washington, DC 20001  | (888) 564-6273 

 
4 

system had created a class of welfare recipients who had little to no work ethic and were 

rewarded for it. Gingrich’s plan wanted to incentivize work. He recognized that failing to 

do so would create a cycle of dependence, which would feed into another cycle of 

rapidly increasing government spending.8 

 

This rhetoric culminated in the aforementioned bipartisan passage of the Personal 

Responsibility and Work Opportunity Act in 1996. It rejected a decent portion of 

Johnson’s War on Poverty and the heavy-handed government policies that came along 

with it. It echoed President Clinton’s promise in his State of the Union Address that same 

year that “the era of big government [was] over.” 

 

Aftermath of the 1996 Welfare Reform Package  

 

We are now well over 20 years past the passage of the Personal Responsibility and 

Work Opportunity Act. Instead of waiting until its 30-year anniversary to evaluate it and 

make changes to it, as we did with the War on Poverty programs, the effects should be 

studied now, to chart a new direction if need be and improve upon it. 

 

One of the aforementioned issues that the War on Poverty had failed to solve was the 

overall number of people considered to be in official poverty. After the 1996 reform, this 

number made a sharp downturn.9 

Source: U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements 

 

As the chart above clearly illustrates, in the first five years after the package was 

passed, the number of people in official poverty dropped by about 5 million. However, 

the data also shows that the number stops falling, and starts to rise once again, reaching 

                                                        
8
 Gayner, Jeffrey, “The Contract with America: Implementing New Ideas in the US”, The Heritage Foundation, October 12, 

1995, https://www.heritage.org/political-process/report/the-contract-america-implementing-new-ideas-the-us 
9
 U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements 
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numbers above pre-reform levels in fairly short order. Part of this can be attributed to the 

brief recession, but the numbers did not stop climbing since its conclusion and have 

reached heights not seen in decades. Surely, this cannot be credited as a success if it 

only lasted a few short years.  

 

On the other hand, when looking at statistics regarding “deep” or “extreme” poverty, 

there are some upsides. The number of families considered to be in this particularly 

destitute group has been nearly cut in half since the passage of welfare reform in 1996. 

The reform also saw the employment rates for single mothers rise, and the poverty rates 

of black children and single-parent households fall. The 1996 reform package was 

certainly not without its share of resounding successes.10 

 

However, some of the better portions of the reform quickly evaporated. John Kasich (R-

Ohio), the Governor of Ohio, and former Chairman of the House Budget Committee 

when the 1996 reform package was passed, recognizes that the welfare state does not 

look like what was intended: 

 

“Looking back 20 years to the passage of historic welfare reforms, it’s troubling to 

see how far we’ve strayed from our original vision, and how often welfare 

recipients, despite their best efforts, are still stuck in the same ruts of 

dependency and poverty.”11 

 

Kasich notes that Congress manipulated certain provisions of the law to wrest some 

control back from the state and local governments. This returned welfare to the one-size-

fits-all model that congressional Republicans railed against prior to the passage of 

reform. It limits the abilities of caseworkers to help recipients get off welfare and land in a 

job that is best suited to their needs. This will decrease the cycle of dependency.12 

 

One of the other issues that Gingrich and company set out to fight, in both the welfare 

space and in government as a general whole, was government spending. Gingrich 

believed that less money should be spent by the federal government on welfare and it 

should be left to the state governments to decide how to handle their programs. This is 

not to mention how astronomical the spending on welfare had become up to that point. 

From 1964 to 1994, the federal government had spent $5.4 trillion to implement 

Johnson’s welfare programs.13 Naturally, one of the metrics by which we can judge the 

success of the 1996 reform is by how much it slowed the growth of federal welfare 

expenditures. 

 

                                                        
10

 Rector, Robert, “Welfare Reform: Two Decades of Success”, The National Review, August 17, 2016, 
https://www.nationalreview.com/2016/08/welfare-reform-successful-statistics/ 
11

 Kasich, John, “20 Years After Reform, Welfare is Still Broken”, The New York Times, August 22, 2016, 
https://www.nytimes.com/2016/08/22/opinion/john-kasich-20-years-after-reform-welfare-is-still-broken.html?_r=0 
12

 Ibid 
13

 Rector, Robert and William F. Lauber, America’s Failed $5.4 Trillion War on Poverty, Heritage Foundation, Washington, 
DC, Published December 1, 1995 
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Source: U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements 

 

As the cart above clearly illustrates, welfare spending did not suddenly decline around 

1994.14 Granted, it did plateau for a period of five years or so, before continuing upwards 

at roughly the same rate at which it expanded before 1996. Again, when discussing what 

has been called the most significant welfare reform measure in decades, we cannot 

claim victory in one area if said victory only lasted five years. It should also be noted that 

ballooning spending levels had little to no impact on reducing poverty rates. 

 

What Went Wrong? 

 

While it is clear there were some benefits following the 1996 welfare reform effort, there 

are also very real deficiencies that limited its long-term success. In some areas, 

improvements were either entirely blunted or were able to thrive for a few years before 

reverted back to the norm. The areas in which success has both been meaningful and 

long-lasting are few and far between. 

 

The next welfare reform effort, which may come in very short order, will be a long battle 

between both parties in Congress to hash out solutions and finalize language. Thus, it 

will be an effort that may not be undertaken again for another few decades. This is 

especially true if other pressing issues occupy the public consciousness. This is what 

makes it so incredibly important for the 115th (or 116th) Congress to avoid the mistakes 

of the past to make sure this time it is done properly. 

 

Work Requirements Fell Short 

 

                                                        
14

 U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements 
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There is no questioning the fact that incentivizing work was a central tenet of Gingrich’s 

push for welfare reform. Conservatives emphasize the dignity of work and how a good 

job will raise poor workers out of government dependency. The number of Americans on 

welfare from year to year either remains stagnant or steadily rises. From 2011 to 2012, 

the monthly participation rate in government assistance programs rose from 18.6% to 

20.9% and recent estimates suggest that now, roughly 21.3% of the population is on 

some form of government assistance.15 

 

Focusing in on single mothers, a very key demographic in welfare considerations, it 

shows that work requirements did work for a time. But, like other aspects of the law, 

fizzled after about 5 years. 

Source: Congressional Research Service, “Welfare, Work, and Poverty Status of Female Headed Families 

with Children: 1987-2013”, 2014 

 

As the chart shows, the number of single mothers who got work, and got off of welfare 

rose steadily from 1994 to about 1999. However, that it soon plateaued, even as the 

number of single mothers who had no work and lost welfare continued to rise.16 

 

This has a lot to do with the way work requirements were structured in the Temporary 

Assistance for Needy Families (TANF) program. Kasich alluded to this problem in his 

analysis of the reform 20 years after the fact: 

 

                                                        
15

 U.S. Census Bureau, “Dynamics of Economic Well-Being: Participation in Government Programs, 2009–2012: Who 
Gets Assistance?”, May 28, 2015, https://www.census.gov/library/publications/2015/demo/p70-141.html 
16

 Congressional Research Service, “Welfare, Work, and Poverty Status of Female Headed Families with Children: 1987-
2013”, 2014 
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“For example, nearly all of our in-demand jobs in Ohio require at least a GED, 

which, when combined with work requirements, often takes longer to obtain than 

the inflexible federal time limits.”17 

 

Under TANF, a single parent with a child under six years old could not count attendance 

in a GED program as a part of their weekly work to satisfy the requirement. Furthermore, 

the federal timetable to which Kasich referred limits job searches to six weeks within any 

twelve-month period.18 With restrictions like this, recipients often jump at the first job that 

comes around. This job will often have no opportunity for advancement, and no better 

prospects because of the way federal law restricts vocational training. Conservatives 

generally oppose most forms of occupational licensing because it limits opportunity and 

employment. However, the successes we claim in the 1996 welfare reform bill actually 

exacerbate the harm that these occupational licensing requirements have on poor 

families. 

 

Block Grants Easily Manipulated 

 

The desire for more federalism and the belief that a more bottom-up approach could 

best cater to the needs of welfare recipients was very much at the heart of the 1996 

welfare reform push. This is what makes it all the more curious the way in which TANF 

replaced its predecessor, Aid to Families with Dependent Children (AFDC).  

 

The TANF block grants were meant to allow states to spend federal money how they 

saw fit to maximize the effectiveness of their government assistance programs. This 

ended up being an idea that worked out far better in theory than in practice (and 

predictably so). The grants were enforced through a requirement that each state engage 

at least half of its welfare population in some form of work. However, there are built in 

gimmicks, in the system, which allow governors to get credits toward meeting that goal 

through other means. Governors could outright reduce caseloads, or count those 

already in unsubsidized work. This effectively allowed states to reduce the work 

threshold to 0, and use the federal welfare money for other projects.19 

 

It’s no wonder the results when it came to work requirements were so lackluster. 

Governors became wise to what their options were, and were able to easily game the 

system in a way that should have been apparent to anyone writing the federal 

legislation. This was not the outcome-based system we were promised. 

 

Oddly enough, AFDC, the system that TANF replaced, did have the skeleton of such an 

outcome-based framework. In 1992, an AFDC waiver program was implemented. This 

allowed states to experiment while maintaining clear standards for the performance of 

the program. Sometimes the waivers were narrow, but states like Rhode Island were 

                                                        
17

 Kasich, John, “20 Years After Reform, Welfare is Still Broken” 
18

 Hammond, Samuel, “Three Ways Welfare Reform Failed Conservatives”, Niskanen Center, August 23, 2016, 
https://niskanencenter.org/blog/welfare-reform-failed-conservatives/ 
19

 Ibid 
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able to obtain a “global waiver” so they could restructure their government assistance 

programs free from restrictions that came from existing Medicaid rules and reporting 

requirements. This came with some success.20 

 

Why, with such a federalist focus, would federal lawmakers depart from this approach 

when considering potential solutions? As illustrated in the previous chart on employment 

for single mothers, it would seem that the increase in employment began before the 

1996 reform, but after the start of AFDC waivers. The progress then leveled off a couple 

of years after TANF. Block grants, instead of creating vibrant federalism and 

experimentation, undermined the work requirements and created a system ripe for 

waste, fraud, and abuse. 

 

Distorted the Free Market 

 

Making sure government assistance does not serve to benefit those who don’t truly need 

it, and to make sure people are not making their living off of it seems a simple enough 

goal. However, in an attempt to solve this problem, lawmakers bent the free market all 

out of shape and actually exacerbated the problem they were trying to solve. 

 

Provisions were included in the 1996 bill to prevent people who had very little cash on 

hand, but had enough in other assets, from being able to become eligible for 

government cash assistance. Again, this seems a noble enough pursuit. However, it did 

not increase efficiency. What it did was push people on the edge of eligibility to spend 

down their savings and assets in order to qualify. 

 

This disincentivizes saving, and it also has the effect of limiting mobility. Cash benefits 

and real estate values in certain parts of the country are enough to prevent recipients 

from moving to find work nearby. Economist Lyman Stone believed such asset testing 

“trapped beneficiaries in place” because of the costs associated with such a move, and 

the penalties they will incur when it comes to their assistance.21 

 

Part of the federalist mantra is being able to “vote with your feet.” This means that if 

conditions for work, or whatever else, are not optimal in one state, citizens can move to 

the state where the policies are more desirable for their needs. This is why our states 

are often referred to as “laboratories of democracy.” Unfortunately, such limitations 

undermine this ideal. Despite the rhetorical nods to federalism that surrounded the 1996 

reform effort, many provisions served to erode it. 

 

What Can Be Done Now? 

 

                                                        
20

 The Lewin Group, “An Independent Evaluation of Rhode Island’s Global Waiver”, The Lewin Group, December 6, 2011, 
http://www.ohhs.ri.gov/documents/documents11/Lewin_report_12_6_11.pdf 
21

 Stone, Lyman, “From Coal-Country to the Sunbelt”, A Medium Corporation, August 12, 2016, 
https://medium.com/migration-issues/from-coal-country-to-the-sunbelt-99da39fdc84 
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The current political climate presents opportunities to make changes both big and small. 

However, knowing the nature of this particular subject, it is important that any and all 

changes be substantive, as lawmakers may be unlikely to want to revisit it for a while. 

They seem to have established a trend of leaving it alone for decades at a time. There 

are more than a few options, beyond fixing the aforementioned defects that lawmakers 

have at their disposal. 

 

Welfare Reform in the Farm Bill 

 

The 2014 Farm Bill is set to expire in September, and passing a new one creates some 

new opportunities to cut back on welfare spending. The 2014 bill terminated direct 

subsidies, which was a step in the right direction. However, a lot of waste now exists in 

the variety of means-tested indirect subsidies that replaced them. 

 

The first indirect subsidies that are in dire need of reform are the “Covered Commodity” 

subsidies. These subsidies come in two different forms: Price Loss Coverage (PLC) and 

Agricultural Resources Coverage (ARC). 

 

PLC sets a benchmark price per unit of crop. For example, a benchmark could be $2.50 

per bushel of corn (hypothetically). If actual prices fell below that benchmark to $1.90 per 

bushel, then farmers who sold corn on the market will be reimbursed 60 cents per 

bushel. The stated limits of this program are that farmers may only be compensated up 

to 125 thousand dollars, and no farm that takes in more than 900 thousand dollars of 

gross income may receive any subsidies. However, there are too many built-in loopholes 

that allow farmers to avoid these limitations.22 

 

ARC is similar, but slightly different. It sets benchmark revenue per acre. For example, if 

it sets a price benchmark at $5.89 per bushel, and a production benchmark of 100 

bushels per acre, the revenue benchmark would be $589 per acre. ARC reimburses if 

revenue falls below 86% of that benchmark. This means that some losses that are 

covered may be very shallow.23 

 

Both PLC and ARC insulate American farmers who underperform from market forces 

and are, at their core, anti-free market. The formulas that both programs use are 

outdated and don’t use rolling averages to come up with their price benchmark. The 

benchmarks often turn out to be far too optimistic, and farmers end up getting reimburse 

even in years where the harvest wasn’t particularly poor. 

 

Getting rid of these programs altogether would save $60 billion over the next ten years. 

Adjusting the formula to a 5-year rolling average would save $12 billion right away. 

                                                        
22

 Congressional Research Service, “Comparison of CCP and PLC Price Support Levels” 
23

 Congressional Research Service, “Agriculture Risk Coverage (ARC) - Low Revenue Scenario for Corn” 
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Tightening the means-tests and eliminating loopholes could also save billions, 

depending on how they were adjusted, and how many loopholes would be eliminated.24 

 

Crop insurance also seeks to prop up farmers at the expense of the taxpayer. There is 

no means test, and big farm moguls can profit off of this with very little risk. On average, 

farms get $2 for every $1 they put into the program.25 This program costs the taxpayers 

$7.3 billion dollars per year on average. Reforming this program by instituting a means 

test, and increasing risk to the farmers who decide to buy into it, is a start that could 

save billions.  

 

Proponents of these subsidies push the myth of the “struggling farmer” to justify their 

position. The top 10% of farms by size receive 60% of all subsidies. Even more glaring 

than that is the fact that the top 6 commodities (corn, wheat, soy, cotton, rice, and 

peanuts) account for 94% of all farm support. In reality, they only account for 28% of the 

market.26 This means that nearly three-quarters of farms in the market operate just fine 

without any government assistance. We can afford to cut back on these subsidies 

without harming our nation’s farmers. 

 

Then, there is the Supplemental Nutrition Assistance Program (SNAP), also known as 

“food stamps.” Despite all of the aforementioned waste in the Farm Bill, food stamps 

accounted for approximately 80% of all outlays from the 2014 Farm Bill.27 The 

redeemable quality of SNAP was that it instituted real work requirements, and got at the 

heart of the 1996 reform push. However, the Obama administration granted waivers for 

the program. They were vaguely worded and allowed states to provide food stamps 

without any form of work expected in return. 

 

This cost money, and ensured that recipients stayed on assistance far longer than 

necessary. Restricting the language of the Obama administration’s waiver criteria, and 

re-implementing more strict work requirements, is a good first step to cutting back on the 

existing welfare state. The Farm Bill is as good a place as any to start. 

 

Emphasize Local Solutions 

 

It’s been made clear by now that the federalism of the 1996 welfare reform bill did not 

have the intended effects. A significant first step would be to either cut down on the 

loopholes in the block grant language, or return the framework to one that resembles the 

evidence-based regime of the AFDC global waivers. This would make the welfare state, 

at the very least, far more efficient than it is now. 

 

A more direct approach would be to abandon the pseudo-federalism of block grants and 

adopt a more direct approach. If we are serious about federalism, the ideal approach 

                                                        
24

 Smith, Vincent H., “How Federal Farm Subsidy Dollars are Spent”, American Enterprise Institute, January 26, 2018 
25

 Congressional Budget Office, using data from the Department of Agriculture’s Risk Management Agency 
26

 Congressional Budget Office, “June 29, 2017 baseline of farm programs and crop insurance data”  
27

 Smith, “How Federal Farm subsidy Dollars are Spent” 
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would be not only to let state governments run welfare outright, on their own terms, but 

to also transfer onto them the fiscal responsibility. About three-quarters of means-tested 

welfare in the US is federally funded, and that number jumps to 90% without Medicaid.28 

We should strive to level that ratio, if not make welfare 100% state funded and operated. 

It is easy for state governors to waste welfare money when it’s not theirs. That would 

change if the burden is placed on them. It is a sure way to slash waste and abuse. 

 

Another part of emphasizing local solutions is looking to reforming other areas that don’t 

appear immediately related to welfare. The federal welfare system is a convoluted web 

of dozens of different programs with different eligibility requirements.29 What would be 

best is to allow each state to define a clear framework for its citizens, as outlined above, 

and focus our legislative efforts on other poverty-reducing measures and eliminating 

barriers to advancement.  

 

Turning our attention to occupational licensing reform would make it easier for recipients 

to get more stable employment. Criminal justice reform would ensure that those most 

vulnerable to returning to poverty have a better opportunity to rise above it. Decreasing 

the federal bureaucracy in education would allow people at the state and local level 

more school choice, to get the education best suited to their needs and their situations.30 

 

One of the main beliefs of federalism holds that the more local leaders are, the more 

they will know about how best to serve their constituents. It would hold then, that 

communities are best equipped to handle the needs of their needy peers. Promoting the 

virtues of private charity will help communities better identify which of their peers are in 

need of assistance and better monitor those who are making every effort to become 

independent.31 Using data and learning from localities will reduce the problem that the 

one-size fits-all approach has given us. 

 

Stop Punishing Success 

 

The aforementioned asset limits that were intended to ensure that no one benefited from 

welfare who did not need it. Unfortunately, it discouraged earnings, savings, and had the 

added consequence of warping the market. If the federal government does intend on 

staying involved with welfare, contrary to the goals listed above, there are a few things it 

can do in this area to assuage the problem. 

 

The first, obviously, is to rethink the asset limits, and create a better metric that 

encourages prudence and thrift. Going along with this, families should not be punished 

through having their benefits rescinded if they move to get to a more economically viable 

                                                        
28

 Sheffield, Rachel and Robert Rector, “Setting Priorities for Welfare Reform”, The Heritage Foundation, February 24, 
2016,  https://www.heritage.org/welfare/report/setting-priorities-welfare-reform 
29

 Tanner, Michael, “The Risks and Rewards of Welfare Reform”, The Cato Institute, December 20, 2017, 
https://www.cato.org/publications/commentary/risks-rewards-welfare-reform 
30

 Ibid 
31

 Friday, Lee, “Get Government Out of the Welfare Business”, The Mises Institute, December 5, 2017, 
https://mises.org/wire/get-government-out-welfare-business 
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location. Currently, asset tests can deny roughly half of a family’s income when they try 

to save by moving.32 

 

Another goal should be to eliminate penalties on increased earnings. Naturally, once a 

person earns enough, there is no longer any need for them to be on government 

assistance. However, the process through which the government moves a recipient from 

full benefits to no benefits puts beneficiaries in a tough position as they slowly accrue 

money. The Congressional Budget Office estimates that someone who moves from 

below the poverty level to 50% above that line, will in effect have their taxes raised from 

17% to 65% as a combination of both a higher tax bracket, and a loss of benefits.33 We 

need to reform the way we phase out benefits so that earning is not discouraged along 

the way.  

 

Part of avoiding the punishment of success is to avoid rewarding failure. This, more than 

anything else, breeds a culture of dependency on the government. Lawmakers need to 

be better at identifying which provisions of welfare law encourage dependency, and alter 

the payout structure for such provisions. For example, welfare benefits pay out 

proportionally to the number of children a recipient has. This encourages those who can 

least afford it to have children. This turns welfare from a means to an end, into a way of 

life.34 

 

Learn from Europe 

 

Many leftists today like to cite European social welfare models as the ideal manifestation 

of what Sen. Bernie Sanders calls, “democratic socialism.” Their version is meant to be 

the vindication of the theory that a robust social safety net produces the most 

economically vibrant society. However, there are a lot of aspects in some European 

countries that can be adopted here to create a more pro-market, pro-work welfare 

system. 

 

The British government combined its confusing array of six different welfare programs 

into one universal credit. The single program both encourages work, and has a more 

gradual sliding scale to phase out benefits as earnings increase. This would eliminate 

the market distortion that comes from American asset limits. Furthermore, the British 

model produced results that found that 86% of beneficiaries were actively trying to 

increase their work hours, and 77% were pursuing higher earnings.35 Combining our 

frameworks and instituting a sliding phase out of benefits for higher earners, could 

drastically improve the American system. 
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Scandinavia, which is thought to have some of the most comprehensive welfare states in 

the world, has some of the most pro-work policies. Sweden incentivizes rapid transitions 

from welfare to work by lowering assistance gradually the longer one is on welfare. 

Denmark sought to deal with declining labor force participation by barring anyone under 

40 from receiving permanent disability benefits. This makes employment a central part of 

the Danish system.36 Instituting these reforms, along with some form of work 

requirement will help put the American workforce back in the workplace. 

 

When factoring in social expenditures and taxes, the US spends more than every 

European nation on its social welfare system, with the exception of France. 37 It amounts 

to roughly 29% of our Gross Domestic Product (GDP), and, as the discourse around this 

issue clearly illustrates, we are not getting many results that are worth praising around 

the world.38 We need to be more innovative in our approach and be willing to learn from 

countries that are more efficient. 

 

It is possible to continue to defend the free market and the value of work, while still 

benefiting from the examples of countries that may not have the same ideals and values 

when it comes to the proper scope of government. If we incorporate aspects of these 
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systems and merge it with our federalist system of governance, we can improve the 

application of social welfare and optimize results for its beneficiaries. 

 

Conclusion 

 

It is clear that previous efforts to roll back the leviathan that is the American welfare state 

have failed to some degree. While some progress was made, many advances have 

either been swiftly undone, or manipulated due to built-in language in the law. If we are 

serious about making the system work for the American people, and reining in 

government spending, these issues need to be summarily addressed. 

 

Clarity in our goals is a must. Too many half measures have brought the country to the 

current state of affairs. If federalism is the goal, it is vital to give states actual flexibility 

and responsibility. If decreasing dependency is the goal, there must be no loopholes to 

avoid the stringent requirements. If cutting spending is the goal, actually cut spending. 

Kicking the can down the road will not be sustainable. 

 

We need to evaluate the flaws within our own system before improving it with new or 

revised programs. This was a mistake lawmakers from 1996 learned the hard way. They 

got caught up in their own talking points and goals, as noble as they were, and failed to 

do the hard analysis of how they would work and what examples existed that could 

predict these results. Looking at past flaws is as important as doing the economic 

forecasting. It is also crucial to try and draw from existing welfare systems to create a 

society that is pro-work and pro-market. An open mind to Europe, despite the talking 

points that may surround their systems, is key. 

 

For now, welfare reform is on the agenda, but not as a drastic overhaul package as it 

was over 20 years ago. That being said, there are a plethora of “small” changes that can 

be made that would save the system billions of dollars. This country cannot continue to 

pour trillions down this rabbit hole, especially considering the lackluster results thus far. 
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