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III. U.S. SOCIAL POLICY: OPPORTUNITY, 
SECURITY, AND INEQUALITY

Mon Oct 5:  The Development of U.S. Social Policies

Wed Oct 7:  Policy Responses to Poverty (Prof. Waters)

Wed Oct 14: Conflicts about Health Reform and Supports 
for Working Families

Some puzzles:
-- why are U.S. policies to help the poor and lower-
income workers so controversial?
-- which U.S. social programs are most politically 
sustainable, and why?
-- why do fights about the Affordable Care Act go 
on and on?  (more on this next week)



 How to think about national systems of social 
policy (aka “the welfare state”). 

 Major phases in the development of U.S. social 
provision.

 U.S. welfare state in comparative perspective

 The politics of direct public social spending 
versus indirect social outlays via tax subsidies or 
credits to private actors (businesses, nonprofits, 
individuals) who deliver social benefits

TODAY’S LECTURE



What images and ideas do 
these phrases bring to mind?

“Welfare”

“Welfare state”



“Welfare state”

Scholars use this term to refer to the entire pattern of 
social expenditures in a nation (and some include 
regulated private arrangements plus indirect “tax 
expenditures” and “tax credits”). 

But in popular discourse, “welfare” refers to 
programs targeted on the poor alone, and the term 
often has a negative connotation.



What is “social insurance”?
 In a market economy, involves taxes and public 

spending, but not necessarily direct government 
delivery (e.g. of services in health care system).

 Idea developed during late 19th century 
industrialization, first in Germany and England.

Spreads costs of family/individual expenses for typical 
risks of unemployment, ill health, disability, old age, 
large family across all citizens or across large groups.

Promotes equality among similarly situated people.

May or may not redistribute from richer to poorer, 
depending on tax and benefit formulas.



Half truths/nonsense 

The welfare state is a drag 
on productivity.

The US has an unusually 
small welfare state.

The US has always been a 
welfare state laggard.



• More accurate statements

Social-welfare expenditures – especially on education 
and health care – have mostly complemented 
capitalism and enriched  nations.

For most of the 19th & 20th centuries the United States 
was a leader in public education. 

From the late 1800s to the early 1900s, the United 
States had very generous disability and old-age 
pensions for northern veterans of the Civil War –
spending more and covering more people than 
Germany and Britain at the time.

Counting all kinds of direct and indirect social 
expenditures on the full range of programs, the US 
social spending system has always been quite large.



Source: Jacob Hacker, The Divided Welfare State, p. 30.

In-kind provision



Gross Size of Welfare States 
in 1900 (with and without education)

Source: Lindert, P. (2005) Growing public: Social spending and economic growth since the eighteenth century. 
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Social Welfare Transfers 
as a Percent of GDP

(with and without indirect employer-provided benefits)

Source: OECD, FY2001
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Source: OECD, FY2001

Social Welfare Transfers 
in US $ Per Person

(with and without indirect employer-provided benefits)
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MAJOR DIRECT (Tax & Spend) SOCIAL EXPENDITURES

 Public schooling: primary and secondary schools spread across 
localities and states from the in the early 19th century.

 Programs for mothers and children: mothers’ pensions, 
workplace regulations spread across states in 1910s, and the 
federal government created the Children’s Bureau and the 1921 
Sheppard-Towner Act.

 “Social Security” old-age insurance: launched in 1935 as part of 
the act with that name. Expanded in steps 1939 to 1956 to cover 
survivors, virtually all employees, and include disability benefits. 

 GI Bill of 1944: offered WWII veterans generous education, family, 
and employment benefits, and loans for homes, farms and 
businesses.

 Medicare and Medicaid in 1965; Affordable Care 2010ff: to fund 
health insurance for elderly and lower income people.



THE POLITICAL UNDERPINNINGS OF GENEROUS AND SUSTAINED  
DIRECT U.S. SOCIAL SPENDING FROM 1900s to 1960s 

 Moral framing as public benefits that reward or prepare 
individuals for service to the nation/community.

 Broad constituencies bridging the middle class & the poor.

 Partnerships between government and citizens’ associations: 
to support and expand inclusive programs.

 Reliable public revenues linked to dedicated taxes or growing 
national revenues.



Major direct social expenditures in the USA were 
originally authorized by the SOCIAL SECURITY ACT 
of 1935, which had three major parts:

• National system of Old Age Insurance (“Social Security”) 
funded by payroll tax on employers and employees.

• Federally required, yet state-administered unemployment 
insurance programs, funded by taxes on employers.  States 
determined taxes and benefit rules and levels.

• Federally subsidized, state-determined and administered 
public assistance (“welfare”) programs for the needy elderly, 
for the blind, and for very poor children.  States could set 
benefit levels and many rules for eligibility.





The GI Bill of 1944 
offered education 
benefits, family 
allowances, and 
home, business, 
and farm loans to 
some 16 million 
veterans of World 
War II – helping a 
large share of 
young adults and 
families in the 
postwar period.



For decades after adoption of the SOCIAL SECURITY 
ACT of 1935, debates about direct public social 
spending (apart from the GI Bill) focused on “social 
security” old-age insurance versus “welfare.” 

 controversies about “welfare” programs for the 
very poor -- especially families with children

 arguments about expanding, then “privatizing” 
“Social Security” insurance programs that primarily 
address the needs of elderly retirees – but also offer 
survivor and disability benefits to working-aged 
families.



By the 1970s, Social Security reached most Americans.  
With generous benefits for lower and middle income 
retirees indexed to inflation.  It became America’s most 
effective anti-poverty program, yet remained very popular. 

https://www.cbpp.org/social-security-dramatically-cuts-poverty-among-seniors-3


Apart from elderly programs, the political basis for 
sustainable social spending weakened after the 1960s

 racialized conflicts over affirmative action and 
welfare for the poor

 generational gaps and missing middle – few post GI 
Bill social benefits for working-aged families

 advocacy groups pushed social spending for 
children or the elderly, but unions and broad citizens’ 
associations went into decline

 changing roles for women and mothers 

 resistance to taxation grew, and indirect tax 
subsidies became the major route for expanded 
social provision



Political debates about welfare in the 1990s increasingly 
reflected a new societal consensus that even mothers of 
young children should work for wages



In 1996, President Bill Clinton signed “welfare reform” replacing 
Aid to Families with Dependent Children with Temporary Assistance 
for Needy Families (TANF) – and thereafter the number of Americans 
receiving cash assistance fell dramatically



SINCE 1975, "HIDDEN" U.S. TAX EXPENDITURES HAVE GROWN 
MORE RAPIDLY THAN VISIBLE, DIRECT SOCIAL EXPENDITURES
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From the mid-1970s to the mid-1990s, indirect social 
expenditures grew more than direct expenditures



Politics of Direct vs. Indirect Expenditures

Different Congressional enactment processes.

Modern Democrats often favor direct 
expenditures, while Republicans have favored 
indirect expenditures. (Christopher Faricy)

Expansion of the “invisible welfare state” reduces 
citizen understanding of government and makes it 
harder for citizens to hold representatives 
accountable. (Suzanne Mettler)

Proliferation of indirect expenditures has 
increased/reinforced economic inequalities.



Tax Expenditures as a Percentage of After-Tax Income 
for Different Groups of U.S. Income Earners, 2007
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Why does U.S. social spending remain so politically 
controversial, even though most benefit?

Many citizens do not “see” their own reliance on public 
spending (especially indirect benefits).

“Welfare” vs. “Social Security” split falls on racial and 
generational lines – and “welfare” is an omnibus 
negative category for many voters.  Tea Party 
movement highlights this divide.

Men and women think differently about social benefits 
– and partisan divides are increasingly gendered. 

Enduring philosophical/value differences about the 
relationship between public social benefits and the 
core American value of “individual liberty.”
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