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Figure 1: Important dates in the history of the U.S. transfer system

individuals if they have sufficiently low income or assets, was created in 1972. Up to
that time, there was no national program under which poor, aged, or disabled were
eligible for cash assistance if they did not qualify for Social Security, although there
were state programs. The Special Supplemental Nutrition Program for Women, Infants,
and Children (WIC), which provides food and nutrition assistance to pregnant women
and to infants, was created in 1975. Finally, Congress passed the Earned Income Tax
Credit (EITC) in 1975, giving working families a tax credit on their federal income
taxes in proportion to their amount of earnings. Economists call this an “earnings
subsidy” program because it helps those who work more by supplementing their earned
income. Although the public does not ordinarily see the EITC as a welfare program, it
does, in fact, fit the definition: it gives credits to only those families whose earnings are
below an upper level cutoff and is intended to help only those in the population who
have low or modest levels of earned income.

As I asserted in the Introduction, the dominant view of researchers is that this era of
expansion of the welfare state and programs to help the poor was followed by a long
period of retraction and retrenchment, or at least stabilization and failure to further
expand. Many observers believe that this began as early as 1971, when President Nixon
submitted to Congress, and later resubmitted, a bill to create a program called the
Family Assistance Plan which provided a guaranteed annual income to poor families, a
program called a “negative income tax” by most policy analysts (Table 1). It failed in
Congress after both submissions. Later in the 1970s, President Carter formulated a

Table 1 Important dates in the history of the U.S. transfer system

Date Event

Beginnings

1935 Creation of Aid to Families with Dependent Children (AFDC), Old-Age Survivors Social
Security program, and Unemployment Insurance (UI)

1956 Creation of the Social Security Disability Insurance (SDDI) program

Great Expansion

1964 Formation of Food Stamp program

1965 Creation of Medicare and Medicaid programs

1965 Creation of Head Start program

1966 School Breakfast and National School Lunch programs formalized

1972 Congress creates the Supplemental Security Income (SSI) program

1975 Creation of the Women’s, Infants, and Children (WIC) program

1975 Congress legislates the Earned Income Tax Credit (EITC)

Contractionary Developments

1971–1972 President Nixon’s Family Assistance Plan (FAP) fails in Congress

Late 1970s President Carter’s expansionary welfare reform plans fail

1980 Ronald Reagan elected president after campaign proposing retrenchment

1984 Charles Murray publishes Losing Ground

1988 President George H. W. Bush’s expansionary work-based welfare reform plan passes
Congress but later is judged a failure

1996 President Clinton oversees the most contractionary welfare reform in modern U.S. history

The Deserving Poor, the Family, and the U.S. Welfare System 733

Heckman The Deserving Poor



Figure 2: Real aggregate transfer program spending per capita, 19702007

25 %, from 1975 to 1986. However, the end date 1986 is selected in Fig. 1 despite the
contractionary events after 1986 noted in Table 1, because spending picked up again
after that year. From 1986 to the end of the period in 2007, spending rose significantly,
by 72 %—larger than in the first period of the early 1970s. Although this third period
was obviously longer in total years than the initial five-year period, there is no sign of a
slowdown in spending growth in that recent 20-year period.2,3

One issue with these figures is that they include major social insurance programs,
and it is well-known that the Social Security retirement program (as only one example)
was liberalized repeatedly by Congress over the 1960s and 1970s. In addition, toward
the latter period, the size of the older population has been growing. The upper line in
Fig. 2 shows a data series compiled by the Congressional Research Service (Spar 2006)
for per capita real spending on 84 of the largest means-tested programs in the country,
thereby excluding those for social insurance; however, the series was not collected after
2004 and was only sparsely collected before 1975. The rates of growth of real per
capita means-tested spending, in fact, rose faster than total spending, by 90 %, 18 %,
and 93 % in the same three periods. Thus, social insurance programs are not respon-
sible for the continued growth of spending in the last period.

Another issue is that the large rate of growth in the third period may be partly a result
of the growth of spending in the Medicaid program, which is by far the largest means-
tested program in the country in terms of expenditure and which has been growing
more rapidly than spending in other programs in recent decades. From 1986 to 2007,
for example, real per capita Medicaid spending rose by 210 %.4 The lower line in Fig. 2

2 The annualized rates of growth in the three periods are 10 %, 2 %, and 2.6 %, respectively.
3 Spending in the third period also rose relative to gross domestic product (GDP), from 9 % of GDP in 1985 to
12 % in 2007, a significant and nontrivial increase.
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Fig. 1 Real aggregate transfer program spending per capita, 1970–2007. Values represent sums over the
largest 16 transfer programs. All values are in 2009 CPI-U-RS dollars

4 Part of this growth is a result of increases in medical care prices, which were rising faster than general
inflation over this period. These figures deflate spending by a general price index and hence overstate the
growth of real medical care utilization.
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Figure 3: Real expenditure per capita in means-tested programs,
19702007

returns to the large programs shown in Fig. 1 but excludes the five social insurance
programs as well as Medicaid. Although the rate of growth of spending in the third
period is now less than that of the upper line in Fig. 2, it is still 69 %, representing a
major increase in spending. In sum, this evidence provides no indication of a more
conservative era of retraction and retrenchment that the popular view assumes.

The explanation for the difference in the popular view and the actual experience is in
large part that the 1996 welfare reform referred to in Table 1, which dramatically
reduced the size and spending in one important program (AFDC-TANF), was the
exception rather than the rule. This is demonstrated in Fig. 3, which shows growth in
per capital real spending from 1970 to 2007 for that program but also for several other
important ones. As the line for the AFDC-TANF program in the figure shows, spending
in the program took a dramatic dive in the 1990s. By 2007, spending was only about
one-quarter of what it was in 1995. In fact, it was lower in 2007 than it was in 1970.
Comparatively, spending in the SSI program, for example, which pays cash to poor
aged, blind, and disabled individuals, rose by 80 % in the five years between 1990 and
1995. This extra spending was a result of changes in eligibility rules that allowed more
children to be defined as eligible by disability criteria (Daly and Burkhauser 2003).
Additionally, the EITC, which provides a tax credit to low-income families with
earnings, was greatly expanded by both Presidents George H. W. Bush and Clinton
in the late 1980s and early 1990s, resulting in expenditure growth of 274 % from 1988
to 1998 and taking it from a minor program in the country’s welfare system to one of
the leading ones (and the largest one among those shown in Fig. 3). Another tax
credit, the Child Tax Credit (CTC), was passed by Congress and signed by
President Clinton in 1997 and started in 1998. The CTC gives low-income
families with children a significant tax break and, as Fig. 3 shows, is now a
major program in the country’s safety net. The Medicaid program—not shown
in the figure because the magnitude of the numbers is so much higher than for
other programs—also rose dramatically beginning in the mid-1980s.
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Fig. 2 Real expenditure per capita in means-tested programs, 1970–2007. Sources: Top 84 programs from
Spar (2006), and 10 largest programs from author’s calculations from individual program statistics. Expen-
ditures are sum of federal, state, and local total expenditures on the programs. Top 84 figures prior to 1975 are
interpolations between 1968, 1972, and 1975. All values are in 2009 CPI-U-RS dollars

736 R.A. Moffitt

Sources: Top 84 programs from Spar (2006), and 10 largest programs from authors calculations from individual program
statistics. Expenditures are sum of federal, state, and local total expenditures on the programs. Top 84 figures prior to 1975
are interpolations between 1968, 1972, and 1975. All values are in 2009 CPI-U-RS dollars.
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Figure 4: Selected means-tested program spending per capita, 19702007

The SNAP program, as shown in the figure, grew through the 1980s, fell as the
economy improved in the later 1980s, but then rose again to a new peak in the early
1990s as a result of changes in the program that liberalized various rules. The most
interesting aspect of the spending growth in the Food Stamp program is that after falling
in the late 1990s as a result of the improvement in the economy, it resumed growth
through the middle and latter part of the 2000s despite a falling unemployment rate over
the period, growing by 20% from 2003 to 2007. The reason for the increase was that the
U.S. Department of Agriculture reformed the program to reduce barriers to participation
and to reduce paperwork, and encouraged families who were eligible but hadn’t applied
to apply for benefits—a conscious and deliberate expansion of the program.5

Answering the Second Question: Whether There Has Been
a Redistribution of Benefits

Although aggregate spending continued to rise after the mid-1980s, and even acceler-
ated for many programs, whether the distribution of that spending differed across
families of different demographic and economic types is a separate question. Indeed,
Fig. 3 suggests that the distributional impact of the rise in aggregate spending may not
have been neutral: most of the programs that grew served different types of recipients
than the program that fell (AFDC-TANF). An obvious example is the SSI program,
which serves only the aged, blind, and disabled, not the poor population in general or even
single-mother families, one of the major groups served by AFDC-TANF. Further, by its
structure, the EITC does not serve any family with no workers because it is an earnings

5 Some of the decline in spending after 1996 has been attributed to the decline of the AFDC-TANF program as
well given that many recipients of that program prior to 1996 had been automatically eligible for Food Stamps.
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Fig. 3 Selected means-tested program spending per capita, 1970–2007. All values are in 2009 CPI-U-RS
dollars
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Figure 5: Monthly benefits received in 1983 and 2004 by families by age
and disability status

adult receiving SSI or SSDI,8 and the residual category that I term “non-elderly
nondisabled families.” The figure shows mean total transfers over all families of each
type and indicates whether families receive benefits (or not) from each of the programs;
hence, the figure shows an average of benefits received among recipients of each
program weighted by the fraction of the group receiving benefits from each program.
Figure 4 clearly shows that families with older adults and families with disabled
members receive much more in transfers than other families, which is a result of the
high rate of receipt of Social Security retirement benefits by older individuals and of the
relatively high benefit amounts in the retirement program and in SSI and SSDI: that is,
they are intended to cover all expenses, not just food or medical care, and are much
higher than AFDC-TANF benefit amounts. More relevant to the issue here is the
change over time. Figure 4 shows that although all three types of families experienced
increases in benefits, the families with older individuals and with disabled members
received greater increases than non-elderly nondisabled families in absolute magnitude
($208, $74, and $20, respectively), although in percentage terms, the third group had a
somewhat large increase because of its small base (percentage increases for the three are
19%, 6%, and 13%, respectively). Thus, the share of transfer benefits received by older
adult families necessarily rose between 1983 and 2004, and the benefits for the disabled
also rose significantly, which represents one type of redistribution of total benefits.

Figure 5 shows similar figures for non-elderly, nondisabled single-parent families,
married-parent families, and childless individuals and families.9 Here again, the size of
transfers differs markedly across groups, with single-parent families receiving more
than married-parent families and with childless individuals and families receiving very
little from the U.S. transfer system. However, changes in benefits over time for the
three groups are dramatically different, with transfers to the average single-parent
family falling by 20 % and those to the average married-parent family rising by 68 %.

8 It would be preferable to define a disabled population independent of benefit receipt, but the questions on
disability in the SIPP data are not adequate to do so.
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Fig. 4 Monthly benefits received in 1983 and 2004 by families by age and disability status. All values are in
2009 CPI-U-RS dollars

9 The data on cohabitation in the 1983 SIPP are inadequate, so marriage is used to define the first two groups.
Families with children are those with children under age 18 in the household.
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Figure 6: Monthly benefits received in 1983 and 2004 by non-elderly,
nondisabled families by family type

The decline for single-parent families reflects the contraction of the AFDC-TANF
program combined with increases in transfers from other programs, which were smaller
in magnitude because those other programs largely served different family types.
Transfers to childless individuals and families were essentially unchanged, rising by a
mere 7 %. These results imply a redistribution of benefits away from single-parent
families toward married-parent families.

These figures suffer from the obvious problem that income is not being controlled
for, and transfers should ordinarily be expected to flow disproportionately to those with
low income. It is possible that the redistributional movements shown in Figs. 4 and 5
could be the result of differential changes in income across the different groups, which
would give them a rather different interpretation. To address this issue, I must condition
on private income for each family. To this end, I define private income for a family as
the sum of its earned income and its private unearned income. For most families
eligible for welfare programs, private unearned income is very small relative to earned
income; most families have very little capital income and only miscellaneous income
from other sources (e.g., child support). After calculating each family’s income, I will
classify their degree of disadvantage by the relation of their income to the official U.S.
government poverty threshold for their family size, putting families into one of
four groups: private income less than 50 % of the poverty threshold (referred to
as “deep” poverty); private income greater than 50 % but less than 100 % of
the threshold (the “shallow” poor); private income greater than the poverty
threshold but less than 150 % of it (the “near-poor”); and greater than 150 %
but less than 200 % of the threshold (the “nonpoor”).

Figures 6, 7, and 8 show the results when the three groups in Fig. 5 are broken out
by the level of their private income relative to the poverty threshold. Figure 6, for
example, shows the results for single-mother families. If their overall decline observed
in Fig. 5 had been solely a result of a change in the private incomes of those families,
the average benefit levels for the four separate private income groups would have been
stable over time, but the fractions in each group would have changed. Instead, what is
shown is a sharp decline in the transfers made to the poorest single-mother families—
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Fig. 5 Monthly benefits received in 1983 and 2004 by non-elderly, nondisabled families by family type. All
values are in 2009 CPI-U-RS dollars
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Figure 7: Monthly benefits received in 1983 and 2004 for non-elderly,
nondisabled single-parent families by private income level

those in pretransfer deep poverty—by a remarkable 35 %. At the same time, the
transfers made to single-mother families in shallow poverty rose (by 73 %) as did
those in the near-poor and nonpoor groups (75 % and 80 %, respectively).10 These
patterns are explained by the changes in the AFDC-TANF, Food Stamp, EITC, and
CTC programs. On the one hand, the drastic decline in the AFDC-TANF program
meant that although 57 % of single-mother families in private income deep poverty
received support from the program in 1983, only 20 % did by 2004. Real benefits of
recipients also fell. In addition, the percentage of families in deep poverty receiving
Food Stamps declined from 73 % to 54 % over the same period, probably because
AFDC recipients were automatically eligible for Food Stamps, whereas non–AFDC
recipients have to make an independent application to the program. On the other hand,
the major expansion of the EITC program in the late 1980s and early 1990s provided
significant additional support to working single-mother families above about $10,000
of annual earnings. And the introduction of the CTC, which is a nonrefundable tax
credit—meaning that only families with positive tax liability are eligible, and therefore
the size of the credit grows as earnings grow, up to a point—led to additional
government support for working single-mother families but little or no support to those
with low levels of private income. The net result was another redistribution of benefits,
in this case from the poorest single-mother families to those with higher incomes.

Figure 7 shows the same pattern for married-parent families, with declines in support
among those in pretransfer deep poverty (31 % decline) and large increases for those
with higher incomes (ranging from 75 % to 138 % increases).11 Part of the decline
among the poorest families of this type was also from the decline of the AFDC-TANF
program because although the participation rate of married couples in 1983 was less
than one-half of what it was for single-mother families, it was still substantial. The
AFDC program did allow two-parent families to participate in the program; in addition,

10 The percentage of single mothers in the income groups did change somewhat over the period. In 1983, the
percentage of families in the four groups (of those with private income less than 200 % of the poverty
threshold) from lowest to highest were 53 %, 16 %, 16 %, and 14 %, and they had changed to 41 %, 22 %,
21 %, and 16 % by 2004.
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Fig. 6 Monthly benefits received in 1983 and 2004 for non-elderly, nondisabled single-parent families by
private income level. All values are in 2009 CPI-U-RS dollars

11 There are many fewer married-parent families in deep poverty: 20 % in 1983 and 17 % in 2004.
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Figure 8: Monthly benefits received in 1983 and 2004 for non-elderly,
nondisabled married-parent families by private income level

stepparent families have always been treated by the program as single-parent families
because both biological parents are not present (Moffitt et al. 2015). Married-parent
families in deep poverty also experienced declines in Food Stamp receipt and in UI
receipt. At the same time, married-parent families with higher incomes received even
greater EITC payments than working single-mother families because the former had
both higher earnings levels and more children, both of which raise EITC benefits in the
relevant ranges.

Figure 8 shows a similar pattern for childless families and individuals, but the
amounts are very small, with a difference of only a few dollars in the two years’
benefit levels. The major benefits received by the low-income childless are Food Stamp
and UI benefits, although working families could receive a small tax credit from the
EITC as well.12

Transfers to families with older individuals, individuals receiving disability benefits,
and the residual non-elderly nondisabled group can also be separated by private income
category. Figures for their trends in benefits are not shown, for brevity. However,
almost all families in the first two groups are not working, so a comparison with the few
families who work is not particularly important. Nevertheless, the results show that
average benefits for both these two groups rose from 1983 to 2004, even for those with
private incomes less than 50 % of the poverty threshold. Once again, the sizable
increases in benefits from the Social Security retirement program, the SSDI program,
and SSI are responsible for this result.

The results in this section of this article allow me to answer the second question that
I posed at the beginning: namely, whether there has been a change in the distribution of
transfer benefits to low-income families within the overall growing total size of total
transfers. The results show three major redistributions: (1) a redistribution away from
non-elderly and nondisabled families to families with older adults and to families with
recipients of disability programs; (2) a redistribution away from non-elderly, nondis-
abled single-parent families to married-parent families; and (3) within single-parent and
married-parent families, a redistribution of transfers away from the poorest families to

12 Separate tabulations for childless individuals and married childless families show similar, small changes.
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Fig. 7 Monthly benefits received in 1983 and 2004 for non-elderly, nondisabled married-parent families by
private income level. All values are in 2009 CPI-U-RS dollars
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Figure 9: Monthly benefits received in 1983 and 2004 for non-elderly,
nondisabled childless individuals and families by private income level

those with higher incomes—those with incomes just below and just above the official
government poverty threshold. These developments constitute a new type of “diverging
destinies” (McLanahan 2004), although in this case not between those from low-
income and middle-income families, but between different types of families within
the low-income population.13

Caveats and Concerns

Three caveats and concerns are worth addressing: the importance of the Medicaid
program, the impact of the Great Recession, and the relevance of incentives to work
and to change family structure. All these issues could, in principle, affect the results on
trends in redistribution found in the previous section.

The Medicaid program is omitted from the benefit calculations because government
spending on each individual family cannot be obtained in a household survey. Yet,
those eligible for Medicaid can receive it even if not working, and hence it is an
important benefit for the poorest families. In addition, there were significant expansions
of eligibility over the 1983–2004 period: although most who were eligible in 1983 were
single mothers on AFDC, eligibility was extended in the late 1980s and early 1990s to
poor pregnant women in general and later to most children in poor families. Later,
many states also extended eligibility to many parents in low-income families in general.
In addition, looking to the future, Medicaid eligibility expansions under the Affordable
Care Act (ACA) are likely to make even more low-income families eligible.

On the other hand, some researchers have obtained data from different sources that
have information on medical spending under Medicaid for individual families

13 Some other past research on related topics provides complementary evidence. A literature on “disconnect-
ed” families shows a rising fraction of low-income families who have little or no earnings as well as little or no
cash welfare (Blank and Kovak 2009; Loprest 2011). Shaefer and Edin (2013) showed an increase in the
number of families with incomes less than $2 per day, which is partly a result of these declines in government
assistance for the poorest families.
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Fig. 8 Monthly benefits received in 1983 and 2004 for non-elderly, nondisabled childless individuals and
families by private income level. All values are in 2009 CPI-U-RS dollars
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