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ABSTRACT Decentralized safety net programs provide much of the social provi-
sion in the US, yet the consequences for social provision have received remarkably
limited attention. In this article, we examine cross-state inequality in social safety
net provision from 1994 to 2014. We ask whether programs that are more decen-
tralized in terms of policy design are more variable across states in terms of the
generosity of benefits and inclusiveness of receipt and whether there has been con-
vergence or divergence in programs affected by the Personal Responsibility and
Work Opportunity Reconciliation Act (PRWORA) as well as in those that were
not. We find substantial cross-state inequality in provision, with greater cross-state
inequality in programs with more state discretion. In examining change over time,
we find remarkable consistency in the levels of cross-state inequality; however, we
also find that the devolution of authority under PRWORA increased cross-state in-
equality in programs affected by this legislation.

In recent years, inequality has received increasing attention in political,
policy, and academic circles. In the United States, the conversation has
been overwhelmingly national in scope with a focus on inequalities of in-
come and wealth and differentials in access to remunerative employment,
quality schooling, safe neighborhoods, and affordable health insurance.
This national focus misses another enormously consequential axis of Amer-
ican inequality, one that has received inadequate attention in contemporary
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academic and policy circles—that is, how decentralized provision of social
and health assistance has shaped geographic inequalities across the 50 US
states. Policy scholars have studied cross-state policy variation, often lever-
aging this variation as a methodological tool for policy evaluation. Yet state-
to-state policy variation in social and health assistance is rarely conceptu-
alized as a form of inequality per se. In our view, that is precisely how it
should be viewed. As Wildavsky (1985) famously observed 30 years ago,
federalism means inequality.

In this article, we shine a spotlight on how federalism produces in-
equality through the decentralized policy designs of safety net programs.
To do so, we consider two research questions. First, is the magnitude of
cross-state variation in provision associated with the degree of state discre-
tion in administration, financing, or rule making? We examine 10 federal-
state programs that make up much of the safety net for low-income or un-
employed adults and their families: cash assistance (Aid to Families with
Dependent Children [AFDC]/Temporary Assistance to Needy Families
[TANF]), food assistance (Food Stamps/Supplemental Nutrition Assis-
tance Program [SNAP)), child health insurance (Medicaid and Child Health
Insurance Program [CHIP]), child support enforcement, child-care subsi-
dies (Child Care Block Grant [CCBG]/Child Care Development Fund [CCDF]
and TANF), early childhood education (Head Start and state pre-K [prekin-
dergarten] programs), Unemployment Insurance [UT], targeted work assis-
tance through AFDC/TANTF, child disability assistance (Supplemental Se-
curity Income [SSI]), and state income taxes for families at the poverty
line. Second, has there been convergence or divergence in safety net pro-
grams from 1994 to 2014? In answering this second question, we pay par-
ticular attention to the case of the Personal Responsibility and Work Op-
portunity Reconciliation Act of 1996 (PRWORA), which modified state
discretion over some but not all safety net programs. In examining change
over time, we find remarkable consistency in the levels of cross-state in-
equality; however, we also find that the devolution of authority and respon-
sibility to states under PRWORA increased cross-state inequality in pro-
grams affected by this legislation.

THE DECENTRALIZED US SAFETY NET

Social provision in the US is unequal by design, providing tiered and cat-
egorically based assistance that varies—across jurisdictions and citizens—
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in both quantity and quality. Programs in the top tier are standardized or
uniform in terms of their benefits and broad in terms of their coverage;
programs in the bottom tier—the focus of our analysis—are narrowly tar-
geted, means tested, and more variable in terms of the benefits they pro-
vide and what potentially eligible populations receive their benefits. While
programs in the top tier are financed and administered at the federal level,
the majority of the programs in the bottom tier have some degree of de-
volved authority or discretion to lower levels of government.

The primary programs that comprise the contemporary safety net for
working-age individuals began as local charity efforts and were partially,
but not completely, federalized during the New Deal Era of the 1930s
and the War on Poverty and Great Society of the 1960s. Each reflects a par-
ticular negotiation of power between local and federal policy makers to
determine the type and extent of state discretion, authority, and responsi-
bility. Individual programs have evolved over time as a function of their
original policy design, the negotiated settlements of federalism, and state-
specific factors. This evolution has not altered the most fundamental struc-
tural feature of the safety net, however, which is decentralization of author-
ity to state and local governments.

Assistance through what is commonly termed the “safety net”—the
only assistance for most economically needy, nondisabled, working-age
adults and their dependents—is a patchwork of income transfers, in-kind
assistance, and services, all of which are funded with a combination of fed-
eral, state, and local tax revenues and managed either jointly by federal
and state governments or wholly at the state or local levels. The primary
national program that supports the economic security of these individuals
is the Earned Income Tax Credit (EITC), which, while immensely impor-
tant to those who receive it (Halpern-Meekin et al. 2015), is restricted to
tax-filing individuals who have employment income in the previous year.

CROSS-STATE INEQUALITY IN SAFETY NET PROVISION

This decentralized structure has produced substantial inequalities in pro-
visions across states and across populations within states (Meyers,
Gornick, and Peck 2001; Allard 2008; Lobao and Kraybill 2009; Soss, Ford-
ing, and Schram 2011). In the late 2000s, the concern about unequal re-
sponses to people’s needs was further magnified by the Great Recession.
As Jason DeParle observed in reporting on the state of safety net assis-
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tance during the Great Recession, the most vulnerable victims of the Re-
cession confronted “a jumble of disconnected programs that reach some
and reject others, often for reasons of geography or chance rather than dif-
ference in need” (2009).

The extent and implications of the decentralized structure are among
the most underappreciated features of the US welfare state (Pierson 1995;
Howard 1999). Decentralization of control over social and health assis-
tance reflects a trade-off between uniformity through federal provision
that is reflective of equality in social rights and variability through state
or local provision that is reflective of inequality in social rights (Obinger,
Castles, and Leibfried 2005). Horizontal equity and economic rights are
two principles used to critique this form of inequality (Marshall 1949;
Finegold 2005). “Equity arguments suggest that all citizens should have
access to equivalent public assistance when in need, while economic rights
arguments claim that access to basic economic resources should have the
same standing as citizenship rights” (Blank 1997, 193).

We leverage the decentralization of US safety net provision to assess the
degree of cross-state inequality in provision. We begin by examining the
magnitude of cross-state variation in the generosity and inclusiveness of as-
sistance provided through safety net programs that differ in the extent of
state discretion for financing, rule making, or administration. To examine
this, we identify 10 primary federal-state safety net programs and categorize
the extent of state discretion created through policy design in three domains:
(D financial, joint federal-state funding arrangements, partial state funding
for programs (state supplements, etc.), or state discretion in spending federal
funds; (2) rule-making authority, authority to determine rules regarding el-
igibility, benefits, and other aspects of the program (conditions of receipt,
etc.); and (3) administration, flexibility and discretion in the implementation,
management, and frontline delivery of assistance.

We draw on these categorizations of levels of state discretion to formu-
late two expectations. First, we expect less inequality in the generosity of
benefits in programs that are primarily federally funded and correspond-
ingly greater inequality in those programs in which states have more re-
sponsibility for financing and exercise more discretion in setting benefit
levels. This expectation is drawn from the cross-national literature on fis-
cal federalism, which posits a general trade-off between subnational finan-
cial responsibility, inequities in the redistributive capacities of subnational
governments, and uniform social welfare benefits (Broadway and Shah
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2011). Second, we expect that state inequality in inclusiveness will be high-
est in programs for which states claim high levels of both rule-making au-
thority and administrative flexibility. Researchers document substantial geo-
graphic variation in programs over which states have authority to set
eligibility rules, benefits, and conditions of receipt, which are the primary
mechanisms used to control program access (e.g., Fender, McKernan,
and Bernstein 2002; Soss et al. 2011; Lobao et al. 2012; Schott, Pavetti,
and Floyd 2015). Additional variation in access is introduced by localized
administration and management; states vary, for example, in the vigor of
their outreach efforts, ease of application procedures, and stringency in
enforcing conditions of eligibility, often strategically managing claims
for assistance in order to minimize costs to the state and maximize federal
dollars received by state residents (Beamer 1999; Keiser 2001; Wolfe and
Scrivner 2005; Soss and Keiser 2006; Nicholson-Crotty 2007; Ratcliffe,
McKernan, and Finegold 2008; Miller and Keiser 2013).

POLICY CONVERGENCE IN THE POST-WELFARE REFORM ERA

The concern about unequal responses to citizen needs was heightened by
the significant changes made to safety net policies in the welfare reform
era of the 1990s. The most substantial change to the safety net available to
low-income families with children in this time period was the passage of a
historic welfare reform bill (PRWORA), which President Bill Clinton fa-
mously declared “ended welfare as we know it.” This welfare reform legis-
lation eliminated a federal entitlement (AFDC) and created a conditional
cash assistance program (TANF), in which state governments had discretion
in financing, administration, and rule-making. Touted by some as the devo-
lution revolution, in which increased authority of state and local officials
would allow for the flourishing of what Justice Brandeis called laboratories
of democracy (Pierson 1995; Volden 2006), others described the changes as a
more complicated form of “load shifting,” through which federal authorities
increased the responsibility of state and local governments while retaining
authority to determine the metrics against which policy outcomes are mea-
sured (Peck 2002; Holzinger and Knill 2005; Obinger et al. 2005; Terman
2015). PRWORA in this regard was a mix—it increased state discretion in
some programs (e.g., cash assistance, child care, targeted work assistance)
but also specified additional federal regulations, guidelines, and incentives
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for states that reduced state discretion (e.g., child support enforcement, aid
to immigrants and the able-bodied without children).

Twenty years after the historic welfare reform of the mid-1990s, safety
net provision remains structured by a variety of negotiated settlements
between local, state, and federal governments as to levels of rule-making
authority, administration, and financial responsibility across programs.
Whether these shifts in federal-state relations led to increasing variation
in social provision across the states, a convergence as states learned and
responded to similar economic conditions, or the persistence of initial
state differences over time is an outstanding empirical matter. Therefore,
we examine whether states have pulled closer together or drifted further
apart in the inclusiveness and generosity of their administration of 10 pro-
grams in the post-welfare reform era.

Within a set of related literatures on policy adoption and diffusion
(Berry and Berry 1990; Dobbin, Simmons, and Garrett 2007), policy con-
vergence (Heichel, Pape, and Sommerer 2005; Knill 2005; Starke, Obinger,
and Castles 2008), and policy retrenchment (Pierson 1994; Béland and
Vergniolle de Chantal 2004; Obinger et al. 2005), there are several com-
peting expectations regarding the trends in the degree of cross-state var-
iation in social provision. Drawing on what is known about the factors and
conditions under which states adopt similar or divergent policies, we
might expect convergence over time as states adopt more similar policies
as a result of learning about policy successes (Volden 2006; Volden, Ting,
and Carpenter 2008) or respond to similar economic cycles and federal
policy changes (Shipan and Volden 2012). We might also expect conver-
gence as states compete in a “race to the bottom” in the generosity of ben-
efits that are seen to attract less productive, more dependent individuals to
their state (Peterson and Rom 1990; Schram and Soss 1998; Volden 2002;
Bailey and Rom 2004).

A mixed expectation of both divergence and convergence can be de-
rived from theories of federalism that point to the ongoing, strategic com-
petition for policy control within multilevel governance systems (Mashaw
and Calsyn 1996; Obinger et al. 2005). As Béland and Vergniolle de Chantal
(2004) argue, in the intrastate structure of US federalism, states attempt to
influence policy both locally, through state legislative and administrative
action, and nationally, as institutionalized interest groups seeking to ad-
vance their regional and ideological interests. The PRWORA reflects a par-
ticularly interesting settlement of political demands for increasing the so-
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called personal responsibility of individuals while reducing the power of
the federal government to specify the terms for assistance. The legislation
increased state control over policy in some programs, most significantly
by replacing individual entitlements with state-controlled block grants,
while also imposing more centralized control in other areas, such as man-
datory state enforcement of private child care obligations for recipients of
cash assistance. Over time, it is possible that the welfare reforms sparked
both convergence and divergence in state provisions, depending on the
specific rebalancing of centralized mandates and decentralized discretion
within each affected program.

Finally, institutional theory suggests an expectation of consistency over
time in the degree of cross-state inequality, assuming path dependence
and feed-forward effects through the influence of current policy on the or-
ganization of bureaucratic capacity and political interests (Pierson 1994,
2000). Although US states share a common institutional structure for safety
net programs, Schneider (2012, 195) observes that policy design and action at
the state level does create distinctive “public policy cultures that cohere
around certain themes and endure for many generations” and influence sub-
sequent policy decisions. Absent major policy shocks that change the bal-
ance of federal and state control over financing, rule-making, or administra-
tion, we expect to observe consistency in state responses to new economic
and policy conditions. Although the overall levels of assistance may rise or
fall over time, unless state-level policy discretion is substantially increased or
curtailed, the degree of variation across the states is unlikely to change.

DATA AND MEASURES

We use the State Safety Net Policy (SSNP) data set, a unique data set that
the authors have assembled from publicly accessible state and federal ad-
ministrative records, secondary sources of these records, and original pop-
ulation estimates calculated using the Annual Social and Economic Supple-
ment of the Current Population Survey. These data include 10 federal-state
programs for low-income or unemployed working-age adults and their fam-
ilies: cash assistance (AFDC/TANF), food assistance (Food Stamps/SNAP),
child health insurance (Medicaid and CHIP), child support enforcement,
child care subsidies (CCBG/CCDF and TANF), early childhood education
(Head Start and state pre-K programs), Unemployment Insurance (U1), tar-
geted work assistance through AFDC/TANTF, child disability assistance (SSI),
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and state income taxes for families at the poverty line. We use two criteria in
selecting programs for inclusion in the SSNP data set. First, we focus on pro-
grams in which the state has discretion in financing, administration, or rule-
making. Second, we select programs that influence the economic resources di-
rectly (by providing cash) or indirectly (by providing other goods or services)
to low-income or unemployed working-age adults and their dependents.
For each type of assistance, generosity is calculated by dividing total
benefit spending (federal, state, or both, as appropriate) by a state’s case-
load or number of recipients.! The generosity measures are adjusted to
constant (2012) dollars using the Bureau of Labor Statistics Consumer
Price Index Research Series (CPI-U-RS). Inclusion is calculated by divid-
ing the number of actual program recipients in a state by the number of
potentially needy individuals or families in the state. For means-tested
programs, the estimate of the potentially needy is the number of individ-
uals or families who (a) fall into categorically eligible groups and (b) have
market (or pretransfer and tax) incomes below the federal poverty thresh-
old or below some percentage of the threshold depending on the income
eligibility criteria of the program (estimated using 3-year moving averages
from the Annual Social and Economic Supplement of the Current Popula-
tion Survey).? Table 1 provides a description of the construction of each

1. We use the yearly total number of recipients or caseloads when available. When not
available, we use monthly average caseloads.

2. Pretax and transfer or market income uses the following income components: wage and
salary; self-employment; farm; interest; dividends; rents, royalties, estate, and trust income; al-
imony; private and occupationally based retirement, survivors’, and disability pensions (not in-
cluding Social Security, Veteran’s Affairs benefits, or Workers Compensation); financial assis-
tance from friend/family; and income reported in the “other income” category that was one
of the previous types of income. Pretax and transfer poverty (market income) is used as the
income measure for determining potential need for assistance, in order to capture the income
resources available before any direct transfers or taxes. This differs from the official poverty
measure (which includes cash transfers) and the poverty or income guidelines used by many
government programs to determine eligibility (which are based on the official poverty thresh-
olds but differ in a number of ways including income level, the way assets are counted, and the
time period considered). Counts of the number of families or children falling below the poverty
threshold in a given year are weighted to the state level using the person weight assigned to the
family or household head. We use measures of the categorically eligible population with income
below the poverty threshold as opposed to estimating the more narrow potentially eligible pop-
ulation based on specific program eligibility rules in order to assess how deep the receipt is into
the economically needy population. We are not assessing whether states are meeting their own
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policy indicator, including specific data sources for each policy indicator.
Generosity of benefits and inclusiveness of receipt are calculated for each
type of assistance for all 50 states for 1994-2014.> The generosity and in-
clusion policy indicators are smoothed using 3-year moving averages to re-
duce the year-to-year fluctuations and top and bottom coded at 2 standard
deviations above and below the 50-state mean.

These data have several unique strengths that allow us to build on pre-
vious scholarship on geographic inequalities in social provision. First, al-
though several scholars have provided detailed accounts of individual pro-
gram variation (Campbell 2014; Schott et al. 2015; Hahn et al. 2017) or
different aspects of social provision (Allard 2008; Newman and O’Brien
2011), we examine the decentralized safety net more comprehensively.
These data provide the only comparable measures of safety net provisions
across multiple programs of the decentralized safety net. Second, these
data measure policy as a net output of federal and state government ac-
tions, including policy choices, funding levels, and administrative and
management practices. They also measure this output as it is delivered
or available to individuals and families within each state. Unadjusted mea-
sures of state expenditures and program caseloads, used in many policy
studies, may be reasonably comparable. But without adjustments for the
number of people served or the level of underlying need in the state, such
measures do not capture either the level of state safety net provision, rela-
tive to need in that state, or how the safety net is experienced on average by
individuals and households in need (i.e., their chances of getting assistance

eligibility criteria. States could set very high eligibility thresholds or have other restrictive eligi-
bility criteria and serve 100 percent of those families; however, that would not be an accurate
measure of the reach the program has into the population of families or children in need. The
Urban Institute Transfer Income Model (TRIM) program can be used along with Current Pop-
ulation Survey data to more accurately estimate potentially eligible populations for various pro-
grams on the basis of state-specific eligibility rules. We do not use this approach because we are
interested in the potentially needy population and what proportion of this group is assisted. This
approach allows for better comparability over time within programs such that, even as the pro-
gram eligibility rules change, the measure of the potentially needy stays the same. An additional
benefit of using this approach is that it allows us to have a more consistent population across
programs, so we can examine whether a larger proportion of this group receives one kind of as-
sistance or another.

3. Child-care indicators are available starting in 1998. The most recent year of data for the
health insurance indicators is 2012, and it is 2013 for targeted work assistance.
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14 | Social Service Review

and the dollar value of that assistance). Third, these data provide compa-
rable yearly estimates of program generosity and inclusion from 1994 to
2014, allowing us to map policy trajectories across periods of dramatic policy
and economic changes. This allows us to conduct one of the only longitudinal
studies of multiple programs that make up the safety net in each state.

While these data have several strengths, they also have limitations. The
10 programs included in the SSNP data set are the primary sources of sup-
port for most low-income or unemployed working-age adults and their de-
pendents but are not exhaustive of all programs. For example, because of
data limitations, the SSNP data set does not include a handful of other pro-
grams that are available to this population, including the Low Income En-
ergy Assistance Program (LIHEAP), the Special Supplemental Nutrition
Program for Women, Infants, and Children (WIC), or subsidized school meal
programs. Second, as measures of the output of government policies and
programs, the indicators capture both factors that state policy makers can
control through explicit policy choices and administrative decisions as well
as factors outside their control such as market prices for services and indi-
vidual behavioral responses to program rules. Third, during the time period
under investigation, various safety net programs were revised, eliminated,
or replaced, and data availability and reporting formats changed. This makes
rendering exact over-time comparisons difficult; however, we have attempted
to create measures that are as comparable as possible given program and data
changes (see table 1 for descriptions of each program indicator measure, in-
cluding changes in programs and data reporting or sources).

ANALYTICAL METHOD

To answer our first research question concerning the extent of variation in
social safety net provision across the US states, we estimate several mea-
sures of variation and dispersion. To describe the magnitude of difference
across states in a readily interpretable metric, we provide the absolute values
observed at different points in the distribution of states (90th and 10th per-
centiles). To estimate the level of cross-state variation or inequality, we
estimate the range (using the 90/10 ratio), the variance (using the standard
deviation), and the coefficient of variation (COV), which is calculated as
the mean divided by the standard deviation. We rely most heavily on the
COV because it is a standardized measure of dispersion or variance, and
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Consequences of Decentralization | 15

TABLE 2. Categorization of Safety Net Programs by Level of State Discretion

Financing Rule-Making Administration

Cash assistance High High High
State income tax High High High
Targeted work assistance High High High
Child care Medium Medium/high High
Preschool/early education Medium/high Medium/high Medium/high
Child support Medium Medium High
Unemployment insurance Medium Medium Medium
Child health insurance Medium Medium Medium
Supplemental Security Income Low Low Low
Food assistance Low Low Medium

Note—Low = limited state discretion; high = a great deal of state discretion. Authors’ coding
based on program design features distributing federal and state responsibilities and authority. Pre-
school/early education combines programs operating with different forms and degrees of state discre-
tion: state funded pre-K programs, over which states have full control, plus the federal Head Start pro-
gram that is funded and managed directly by federal agencies.

it is the most widely used measure in the study of policy convergence
(Heichel et al. 2005; Knill 2005). Although the COV is the most commonly
used measure, it does have an important limitation. Values of the COV are
affected by the underlying metric of the data. Because the COV is calculated
as deviations from the mean, the size or magnitude of the COV is affected
by the size or magnitude of the mean. Therefore, one can compare COVs
that are based on the same underlying metric (in our case spending per re-
cipient or proportion of potentially eligible receiving benefits) but not across
metrics.

In order to assess the correspondence between the extent of state discre-
tion and the magnitude of cross-state variation, we categorize each program
as providing high, medium, or low levels of control (see table 2). Although
states exercise discretion in each of the programs, we are interested in dif-
ferences in the extent of discretion associated with the particular balance
of federal and state authority embedded in the institutional program design.

For benefit financing, discretion is coded as low if federal funds or ser-
vices are provided as categorical entitlements to individuals on the basis of
federal eligibility and benefit rules (with opportunities in some programs
for states to supplement benefits).* Discretion is considered medium if fed-
eral funds are provided through formula-based matching funds or block

4. In the case of direct services, including health insurance and child care, variation in
local market prices may also cause the generosity of benefits to vary across states even when
state discretion over financing is limited.
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16 | Social Service Review

grants that impose specific rules and limitations on the use of funds or if
funds are obtained through federally mandated collection of payments from
individuals or employers based on state specific formulas. And discretion is
coded as high when benefits are fully funded at the state level or are funded
through federal block grants that require matching funds and give states
broad authority over the use of those funds, including transferring funds
to other programs or purposes.

In program rule-making, discretion is coded as low in programs with
standardized federal rules for coverage, eligibility, service type, and other
program elements (with opportunities in some programs to apply for
waivers of federal rules). Discretion is coded as medium if the program
is governed by federal mandates, performance standards, or broad policies
but states determine specific policies for eligibility thresholds, benefit lev-
els and duration, conditions of receipt and termination, and other policies
and procedures for the treatment of individuals claims. And discretion is
considered high if states set all or most specific policies governing eligibil-
ity, benefit receipt, and termination.

In program administration, discretion is coded as low if programs are
administered through federal agencies at the subnational level or if state-
designed systems are governed by specific federal rules and subject to reg-
ular oversight and monitoring of operations. Discretion is considered me-
dium if states develop their own administrative systems for providing or
contracting for assistance, subject to federal performance standards and
monitoring of compliance. And discretion is coded as high if states design
and manage their own systems within very broad federal guidelines with
minimal review or direct monitoring of operations at the local levels.

To answer our second research question, we use 20 years of data to com-
pare the trajectories of change in cross-state variation across programs. The
analysis of change over time examines two aspects of convergence: the de-
gree or magnitude of change, observed as change in variation, and the loca-
tion of change, observed by examining change at different points in the dis-
tribution (Heichel et al. 2005; Holzinger and Knill 2005). The degree of
convergence is assessed by comparing changes in the COV from 1994 to
2014. To determine when we should interpret the changes in the degree
of variation as substantively meaningful, we statistically test the difference
in COVs. Although there is no standard statistical test for differences in
measures of variation such as the COV, we use a bootstrap method that gen-
erates a sample of COVs for each yearly comparison and estimate the prob-
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Consequences of Decentralization | 17

ability that the observed difference is random.® To further assist in the in-
terpretation of the changes in the COV, we also estimate significant changes
over time in the two components of the COV (the mean and variance/stan-
dard deviation). To test for significant changes in the mean, we use t-tests,
and to test for significant changes in the variance we use the Levene test. Ex-
amining all three together (COV, variance, and mean) provides insight into
why the COV is increasing, decreasing, or remaining stable over time (e.g.,
the mean and variance may both increase, which would not lead to an in-
crease in the COV). The location of convergence is assessed by comparing
the values at the 10th and 90th percentiles, which allows us to identify
whether there is evidence of states at low levels of provision catching up
with others or if states at high levels of provision are reducing their levels
of provision more than other states.

RESULTS
EXTENT OF CROSS-STATE INEQUALITY
IN SAFETY NET PROVISION

A comparison of cross-state variation in safety net provision across the
10 programs reveals that programs differ in the extent of variation and
whether states vary in generosity, inclusion, or both (see table 3). As we ex-
pected, in 2014 we observe greater variation in the generosity of benefits in
those programs over which states have greater financing responsibility and
control (see fig. 1). The COV measures are largest—ranging between 0.40
and 0.87—in the three programs that have high levels of state control over
funding (cash assistance, state income taxes, and targeted work assistance).
For example, state income taxes (COV = 0.71) are financed entirely at the state
level and reflect state policy choices regarding refundable tax credits for low-
income families (e.g., state EITC) and minimum thresholds for tax liability.®

5. In the bootstrapping process, we resample pairs of observations by state (as opposed to
resampling based on year values). This leads to much lower variation in the bootstrap esti-
mates because state values are highly correlated over years. To determine when a change
in COV is significant statistically, we rely on a bootstrapping estimation procedure that tests
the difference in COVs across 2 years using a cutoff of p <.05. A bootstrapping method sim-
ilar to what we employ here is used by Kenworthy (1999).

6. Average tax liabilities at the poverty line are reverse coded to capture state tax benefits.
States with no income tax—that rely on more regressive sales taxes—are not included in
these measures.
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Cash Assistance G 0.4
State Income Taxes I 0.71
Targeted Work Assistance I .57
Child Care EEG—G_———— 0.27
Preschool/Early Education | 0.26
Child Support Collections —— 0.18
Unemployment Insurance NN 0.24
Child Health Insurance N 0.24
Supplemental Security Income 0.03
Food Assistance 0.1

o0 01 02 03 04 05 06 07 08 09 1

FIGURE 1. Generosity indicators in 2014, coefficient of variation. All measures use 2014
data except for targeted work assistance (2013) and health insurance (2012).

Cash assistance (COV = 0.40) and targeted work assistance (COV = 0.87) are
financed through the federal TANF block grant that gives states large discre-
tion over how much to spend overall and the share of funding that is dedicated
to recipient benefits or services. The COV ranges between 0.18 and 0.26 in five
programs that have medium levels of discretion and responsibility for financ-
ing. Employment-contingent subsidized child care (COV = 0.27) is funded
with a mix of block grant funds, state matching funds, and supplements that
allows states considerable latitude in both total and per-recipient expendi-
tures. Variation is also in the middle range for UI (COV = 0.24) and child sup-
port benefits (COV = 0.18), in which states are mandated to collect and dis-
tribute assistance within broad federal rules, and in child health programs
through Medicaid and CHIP (COV = 0.24) that are financed with a mix of
state and federal matching funds. In contrast, the two programs with the least
cross-state variation are largely or entirely federally funded, leaving states
with limited discretion for determining total spending or individual benefit
levels: food assistance (COV = 0.10) and SSI (COV = 0.03).”

7. States can supplement the SSI benefits, but currently 18 states do not supplement the
federal benefit for children, and 4 states only supplement benefits for specific types of dis-
abilities. The supplements that the remaining states do give are relatively small (Social Secu-
rity Administration 2016). Albritton (1989) also found less variation in programs with more
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The extent of cross-state variation by program also conforms to our
second expectation, that variation in inclusiveness would be greatest in
programs over which states exercise greater discretion in rule-making
and administration (see fig. 2). Five of the 10 programs are characterized
by high levels of both rule-making authority and administrative flexibility;
these programs are also among the most variable across states: cash assis-
tance (COV = 0.63), preschool/early education (COV = 0.58), child care
(COV = 0.49), and targeted work assistance (COV = 0.37). High levels of
state variation in the TANF-related programs is not surprising given the ex-
plicit devolution of authority to set eligibility criteria and rules in the TANF
block grant (Schott et al. 2015). The variation in inclusiveness of preschool/
early education programs reflects the combination of Head Start, a federally
administered program, and state initiated and managed pre-K programs, which
vary dramatically across states (Barnett et al. 2015). In contrast, the pro-
grams with the least variation in the inclusiveness of receipt—food assis-
tance (COV = 0.15) and health insurance (COV = 0.15)—are both subject
to standard federal eligibility criteria and require states to seek waivers for
significant deviations from these criteria, and they are also subject to direct
federal oversight and monitoring.® Variation in the children’s SSI program
is also substantial (COV = 0.34) despite the direct administration of the pro-
gram by federal authorities. One possible explanation for this is variation in
state effort to increase participation in the federally funded program, which
has been associated with the aggressiveness of state TANF reforms (Schmidt
and Sevak 2004), state revenue and expenditure changes (Kubik 2003), and
geographic region (ASPE 2015).

Taken together, these findings reveal substantial cross-state variation
in safety net provision, resulting in highly unequal access and benefits pro-
vided through the same programs in different states. Direct federal fund-
ing and nationally uniform eligibility criteria appear to reduce geographic

federal financing in several programs, including SSI for the aged, blind, and disabled and cash
and food assistance from the late 1960s to the mid-1980s.

8. The eligibility for children in Medicaid/CHIP varies greatly in terms of the income el-
igibility levels. The federal government mandates coverage of children under 100 percent of
the federal poverty line (FPL), and all states have chosen to expand coverage to children
above this minimum. The vast majority of states have eligibility levels between 200 and
300 percent of the poverty line, and only three states fall below this threshold (Kaiser Family
Foundation 2016).
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Cash Assistance I 0.63
State Income Taxes N (.24
Targeted Work Assistance I 0.37
Child Care NN 0.49
Preschool/Early Education I 0.58
Child Support Collections IEEEG—_—_———— 0.29
Unemployment Insurance N 0.29
Child Health Insurance N 0.15
Supplemental Security Income 0.34
Food Assistance 0.15

0O 01 02 03 04 05 06 07 08 09 1

FIGURE 2. Inclusion indicators in 2014, coefficient of variation. All measures use 2014
data except for targeted work assistance (2013) and health insurance (2012).

inequality in state provision. Even in programs with consistent federal
rules, however, state administrative actions appear to introduce variation
in treatment, particularly in access to benefits. The weaker the federal role,
the further apart are the states with respect to both the share of the needy
they help and the level of assistance they provide.

MAGNITUDE OF CROSS-STATE INEQUALITY
OF SAFETY NET PROVISION

To give substantive meaning to the extent of variation measured by the
COV, we also examine the absolute differences in the value of benefits
and share of the potentially needy served in higher- and lower-provision
states (see table 3). We find meaningful levels of geographic inequality
in the generosity of benefits. For example, a poor family receiving cash as-
sistance in 2014 in a state near the 10th percentile receives an average ben-
efit of $1,957 (in 2012 dollars); a similarly poor family in a state near the
90th percentile receives an average benefit of $5,811—a $3,854 or 66 per-
cent difference. In states with an income tax, to take another example, a
one-parent family of three with poverty-level income would receive a
$1,019 tax refund in the state around the 90th percentile, due to a progres-
sive tax schedule and targeted benefits; a similar taxpayer would face a
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$131 liability in the state at the 10th percentile.® In fact, in eight of the
10 programs the difference in average benefits between low- and high-
provision states is more than $1,000, which is nearly 10 percent of the fed-
eral poverty threshold for a single-person household.

Inequalities between states are even more pronounced in the inclu-
siveness of social safety net programs. The inclusion measures control
for level of need within each state by calculating recipients as a share of
the relevant poor (or unemployed) population. Although targeted on the
neediest, most programs serve only a fraction of those at risk. In seven
of the 10 programs, the average rate of inclusion is less than half in 2014,
and even states at the 90th percentile of inclusiveness served fewer than
two-thirds of those in need. Only two programs—food assistance and chil-
dren’s health insurance—effectively reached not only those in poverty but
a share of those over the FPL."> With the exception of these two relatively
expansive programs, levels of inclusion are generally low and vary by
50 percent or more between the more and less inclusive states. In cash as-
sistance, for example, the average inclusion is just under 20 percent—or
two out of 10 poor families with children—across all states. But states near
the 90th percentile reach about one in three such families (respectively),
whereas those near the 10th percentile reach fewer than one in 10. The pri-
mary alternative form of cash assistance, UL, reaches only about one out of
every three unemployed adults nationwide, because of restrictive coverage
and eligibility rules. In states near the 90th percentile, however, the rate is

9. One concern might be that these differences in the generosity of benefits are due to
cost-of-living differences across states. To assess this possibility, we adjust the generosity
measures using the state-specific all-items Regional Price Parity measures from the Bureau
of Economic Analysis. In the case of cash assistance, using the adjusted measure results in
the 10th percentile increasing to $2,111 and the 90th percentile decreasing to $5,748—a
$3,637 or a 63 percent difference. As this example demonstrates, there are not large differ-
ences between the adjusted and unadjusted measures in either the range of values or the
magnitude of variation for any of the programs. See the appendix, available online only,
for a fuller analysis and description of these differences.

10. Households with children and gross incomes up to 130 percent of the FPL are gener-
ally eligible for food assistance (SNAP) as long as they meet other resource and asset tests;
therefore, the denominator for the food assistance inclusion measure is 130 percent of the
FPL. States can get federal CHIP matching funds for child coverage up to 300 percent of
the FPL; therefore, the denominator for the child health insurance inclusion measure is
300 percent of the FPL. Fully 46 percent of states cover children above 200 percent of the
FPL (CMS 2016).
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as high as one out of two, and in states near the 10th percentile it is as low as
one out of four. These differences create geographic inequalities in the
treatment of similar claimants and, by allowing some states to provide very
low benefits to a very small fraction of the needy, exacerbate the weakness
of the safety net as a whole.

CONVERGENCE, DIVERGENCE, OR STASIS IN STATE PROVISIONS

Turning to our second research question, we examine changes in the ex-
tent of cross-state inequality since the mid-1990s using the COV. Overall,
we find little evidence to support a “race to the bottom” in state safety
net provisions. Instead, the majority of programs and measures conform
to the predictions of institutional stability over time in state approaches.
Levels of generosity and inclusion changed significantly in nearly all of
the programs. When the change in dispersion (standard deviation) is stan-
dardized for change in levels (mean) using the COV, however, we see con-
siderable consistency in the extent of state-to-state variation (see table 3).
Significant changes in the COV are observed in the generosity of benefits
for only two programs and for inclusiveness in a somewhat larger group of
five programs.

At both the beginning and the end of the period, states were relatively
tightly clustered in measures of generosity with COV values in the 0.12 to
0.35 range for most programs (see fig. 3). The COV for generosity changed
significantly in only two programs over the total period: states pulled
much further apart in spending per participant in targeted work assistance
for TANF recipients, and states pulled somewhat closer together in the av-
erage benefit received by disabled children in the SSI program.

Inequality was substantially higher in the inclusiveness of safety net
programs than in the generosity of benefits at both points in time, and
there were more marked changes in variation in the inclusiveness of pro-
visions over time (see fig. 4). States diverged to a significant degree in the
inclusiveness of three programs: cash assistance, preschool/early educa-
tion, and child care. They pulled closer together in two: child support col-
lections and child health insurance.

Consistent with the expectations suggested by the changes in federal-
state responsibilities in the PRWORA legislation, three of the programs in
which we observe substantive divergence in the magnitude of cross-state
variation—cash assistance and child care (in inclusion) and targeted work
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assistance (in generosity)—were directly affected by the welfare reforms
of the 1990s that granted states greater flexibility. However, the location of
change within the total distribution of state efforts varied. While states
pulled further apart on the generosity of targeted employment assistance
because of very large increases in spending in a few states, the divergence
in the inclusiveness of cash assistance and child care was driven largely by
especially steep reductions in states that began the period with low levels
of provision. The case of cash assistance is particularly dramatic: states at
the 10th percentile in 1994 provided assistance to 38 out of 100 poor fam-
ilies with children but only to six out of 100 poor families in 2014. Diver-
gence is also observed in the inclusion of children in preschool/early ed-
ucation, but it resulted from nearly the opposite change with low-provision
states contracting slightly while those near the 90th percentile nearly dou-
bled the share of children served.

It is equally notable that one of the two programs for which we observe
significant convergence across the states—child support inclusion—was
also addressed in the PRWORA legislation. In this case, rather than in-
creasing state flexibility, federal lawmakers increased expectations for
state performance, along with administrative funds for meeting new stan-
dards. In response, all states increased their inclusiveness in child support
collections. This increase is most dramatic in states near the bottom of the
distribution, leading to a convergence in the extent of cross-state inequal-
ity. A similar pattern is seen in the inclusiveness of child health insurance.
The creation of CHIP soon after the passage of the PRWORA, with more
generous federal cost shares and higher eligibility thresholds, both man-
dated and incentivized greater inclusion in state-run programs. This ex-
pansion of federal involvement in children’s health care corresponds to
the substantial increases in inclusiveness observed across the board, with
larger increases for states at the bottom of the distribution and a reduction
in cross-state inequality in provision.

Despite significant changes in levels of provision between 1994 and
2014, as measured by the generosity of benefits and inclusion of the needy,
the extent of state-to-state variation did not change significantly on most
measures. Although the states were doing more, or less, as a whole, at the
end of the period they generally increased or decreased provisions at sim-
ilar enough levels to maintain the extent of cross-state variation observed
in 1994. Most cases in which states were observed to pull further apart or
closer together were in programs directly affected by federal legislation in
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the mid- to late 1990s, including a widening gap in the inclusiveness of
programs (cash assistance and child care) in which the conversion from
individual entitlements to block grants by the PRWORA increased state
discretion and a narrowing of interstate variation in programs for which
federal actions mandated (child support collections) or incentivized (child
health insurance) greater inclusion of the needy.

CONCLUSION

The decentralized structure of the safety net is one of most crucial yet
least carefully studied structural design features of the US welfare state,
and it has dramatic consequences in terms of inequalities in social provi-
sion across the states. Using state-level measures to examine geographic
inequality in safety net programs, we shed new light on the potential con-
sequences of the decentralized structure of assistance for working-age
adults and families.

The most striking finding of our analysis is the extent and persistence
of geographic inequality. Scholars have long observed that inequality is an
inevitable outcome of a federalist system, especially in the absence of fiscal
redistribution. But the extent of inequality in the US safety net has rarely
been assessed across the weakly coordinated system of numerous separate
programs that make up the American welfare state. When we undertake
such an assessment using state-level measures of generosity and inclusion,
we find that the magnitude of cross-state inequality corresponds closely to
the level of state discretion in financing, rule-making, and administration.
The magnitude of inequality in provision, using measures that control for
underlying need, suggests unequal treatment of individuals and house-
holds with similar needs who live in different jurisdictions. The highest
levels of inequality are observed in those programs for which states have
the highest level of financial responsibility and greater rule-making and
administrative autonomy, especially in regard to the inclusiveness of pro-
gram receipt.

The implication of these findings is that designing policies with state
discretion in financing, rule-making, or administration is likely to lead to
greater levels of cross-state inequality in provision than a design in which
state discretion is limited. Recent work examining state policy choices and
social welfare spending also highlights potentially negative consequences
of allowing state discretion. For example, recent work on state spending of
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the TANF block grant finds that 10 states spend less than 10 percent of
their TANF block grant on basic assistance (Schott et al. 2015), which likely
substantially weakens TANF’s role in the safety net (Floyd, Pavetti, and
Schott 2017). Building on a long line of scholarship, Soss and colleagues also
demonstrate the significant role that race plays in state social welfare policy
choices, with states with a greater representation of African Americans be-
ing more likely to adopt paternalistic policy designs that include more pu-
nitive sanctions and more restrictive and invasive conditions on the re-
ceipt of social welfare benefits (Soss et al. 2011).

The consequences of devolution can also be seen over time. While we
find several cases of changes in the extent of cross-state inequality, the vast
majority of programs can be characterized as having relatively stable lev-
els of cross-state inequality in provision. This is likely a result of the sub-
stantial path dependence or feed-forward effects of the initial policy de-
signs that established particular federal-state arrangements in terms of
responsibility for financing, rule making, and administration.

However, the most notable findings regarding change over time in
cross-state inequality in provision is that the change in federal-state rela-
tions resulting from PRWORA increased cross-state inequality in three of
the programs funded in part by this block grant (cash assistance, targeted
work assistance, and child care). This dynamic is underscored by a rare ex-
ception: in the one program, child support, in which the PRWORA im-
posed new and more stringent federal requirements, state outcomes con-
verged.

These findings of policy stability with select cases of convergence and
divergence have several implications for the field of social policy and the
well-being of families with children. First, while these patterns of over-
time, cross-state inequality are likely a result of a number of economic and
political factors, we demonstrate that policy convergence and divergence
are also related to how a policy structures the federal-state relationship.
In other words, while political ideology or economic conditions may influ-
ence the policy diffusion and adoption process, attention must also be paid
to how the policy itself is structured. Second, given the magnitude and gen-
eral stability of between-state inequalities in provision, any change in the
policy environment that is intended to reduce such inequality would need
to include changing the level of state responsibility for these programs. In
fact, even the most optimistic observers of post—civil rights era federalism
concede that state discretion—in the absence of high federal standards

This content downloaded from 074.072.245.075 on September 26, 2019 11:35:42 AM
All use subject to University of Chicago Press Terms and Conditions (http://www.journal s.uchicago.edu/t-and-c).



Consequences of Decentralization | 31

and serious benchmarking of outcomes—is likely to do more damage than
good (Freeman and Rogers 2007). Indeed, even some champions of the
1996 reforms have beaten a retreat—expressing surprise or dismay at the
ability and willingness of states (especially in the case of cash assistance)
to eviscerate rather than innovate (Haskins 2016). Given the active role taken
by many city and local governments to implement dramatically more pro-
gressive policies such as the $15 minimum wage, state actions ranging from
preemption laws to drastic cuts in all state spending, and federal proposals to
block grant Medicaid or other safety net programs, questions of state (and
local) discretion and the relations between federal and state governments
are centrally implicated in social welfare policy debates and should likewise
be examined as centrally important aspects of social welfare policy research.
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