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Introduction: American Social
Policy and the Reagan Legacy

JAMES MIDGLEY

Louisiana State University

With the retirement of Ronald Reagan from active political life; the long
terin cffects of his policies and programs need to be addressed. This in-
troduction to the special issue on The Reagan Legacy and the. Amer-
ican Welfare State draws on the findings of the various coniributors to
provide an overview of the impact of Reagan administration’s policics
on various facets of the welfare stale, and an assessment of their Iikely
louger term cffects.

Al the lime that Ronald Reagan’s sccond presidential term
of office expired, therc was much speculation about whether
his presidency had produced a lasting legacy that would shape
the character of American society for years to come. Unlike its
predecessors, the Reagan administration set out to produce a
significant and enduring alteralion to prevailing institutions and
it is for this reason that the nolion of revolution was frequently
used to characterize the administration, especially in its early
days. Indeed, this was an analogy that the Reaganites not only
encouraged but cultivated.

Although other Republican presidents had expressed oppo-
sition to New Deal social policies, none had previously mounted
such a concerted and vigorous attack on state welfare programs.
Inspired by radical right wing teachings, the Reagan adminis-
tration declared its opposition to state sponsorship of the hu-
man services, believing that needs and problems should be
addressed through individual initiative, the market, the family
and voluntary effort. These ideas had, of course, been articu-
lated before but they had not been as resolutely implemented.
The massive tax cuts and budgetary reductions of the early
1980s, the incessant propagandistic attacks on the social ser-
vices and their beneficiaries, and the introduction of so-called

3



4 Journal of Sociology & Social Welfare

welfare reform legislation in 1988 formed the vanguard of the
Reagan antiwelfare campaign.

Just how revolutionary these initiatives were, is of course
open to interpretation. While those on the radical left, such as
Piven and Cloward (1982) view the Reagan era as the incarna-
tion of a new class war, writers associated with the right wing
Cato Institute (Boaz, 1988) have berated the Reagan adminis-
tration for its failures to secure meaningful, long term changes.
Although these very different assessments may have the ironic
effect of placing the Reagan presidency in a moderate position
along the ideological spectrum, most traditional Republicans,
Democratic liberals and social democrats would reject the impu-
tation of moderation. For them, Reaganism was a radical move-
ment that sought to introduce profound changes.

Significant changes were indeed introduced. The exacerba-
tion of inequalities of income and wealth; the reductions in
social expenditures and the retrenchment of human service pro-
grams; deregulation and the weakening of the labor movement;
the consolidation of the ‘underclass’ phenomenon as a perma-
nent feature of urban life; the huge, deliberately fostered budget
deficit; the appointment of a conservative higher judiciary, and
various other developments are seen by those at the political
center as comprising a radical departure from accepted prac-
tices. Although there is disagreement about whether a true rev-
olution has taken place, few analysts believe that these events
are transient in their effects. ‘

The Scope of This [ssue

Revolutions do produce Jegacies and it if there was a Reagan
revolution it should be possible to assess its long term impact.
Despite the notorious unreliability of social science prediction,

it is the social scientist’s task to extrapolate the present and to
speculate about the future course of current events. The signifi-
cance of the Reagan era for the American welfare state presents
a challenge to social scientists concerned with issues of social
policy. When this special issue of the Journal of Socinlogy and
Social Welfare was being prepared, two years had passed since
Ronald Reagan returned to his ranch in California to prepare
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his memoirs. The time is ripe for an assessment of the Reagan
legacy and its impact on social policy.

The issue has brought together a group of scholars who
have extensive knowledge of the American Welfare State. They
are well qualified to review the Reagan years and to assess the
effects of the Reagan legacy. Although they are drawn largely
from schools of social work, they have different interests which
facilitate a multi-sectoral assessment of the impact of the Rea-
gan era. They are, therefore, able to offer an incisive examina-
tion of the effects of the Reagan administration’s policies on the
constituent components of the welfare state including income
maintenance, health care, housing, social work, and urban pol-
icy. They have also assessed the broader effects of these policies
on incomes, inequality and poverty, and the position of women
and people of color. In addition, the issue begins with an over-
" view of the Reagan era and its ideological character.

The issue is concerned with social policy and not with the
many other effects of the Reagan administration on American
society. Although it is true that social policy cannot be readily
divorced from political, economic, judicial and cultural trends
or from international events, it is not possible to embrace these
complex realities within the limitations of a collection of this
kind. Nevertheless, while the various authors contributing to
this volume focus on the welfare state, they are aware of these
wider influences and allude to them.

Social science commentaries of this kind cannot be value
free. Although objective analysis remains a desited goal in the
social sciences, investigators who seek to transcend simple de-
scriptions of social phenomena must interpret their findings and
inevitably, such interpretations require perspectives that frame
conclusions. Such perspectives, in turn, rely on theoretical mod-
els that draw on underlying ideological, cultural and social tra-
ditions. For this reason, social scientists are readily identified by
their theoretical leanings. Indeed, it has been argued that the
integrity of social science research is safeguarded by the dec-
laration rather than obfuscation of preferences. The idea that
interpretations of any complex social event are abjective in the
conventional sense of the word has long since been negated.
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Admittedly, none of the contributors to (his volume are apol-
ogists for the Reagan administration’s social policies but this
does not mean that their normative position is invalidated by
partisanship. On the contrary, their perspective facililates an
interpretalion of the impact of the Reagan years which will be
readily understood and amenable to challenge by thosc com-
mitted to alternative points of view. And, as will be seen, their
accounts offer a lively, interesting and yct reasoned assessment
of the Reagan legacy.

The Impact of Reaganism and its legacy

The authors of the articles in this issue have reached similar
conclusions. Although they have focused on different sectors
of the welfare state, they agree that the Reagan administration
set out deliberately to alter prevailing New eal social policies.
They also generally agree that while significant changes were in-
troduced, they fell short of what the radical vight desired. Nev-
ertheless, most of the authors take the normative posilion that
these changes were damaging to the welfare of the great major-
ity of American citizens. Low income groups were, of course,
{he most severely alfected but even the middle class did not fare
particularly well despite the Reagan administration’s promises.
In addition, the polarization of society, the business scandals
which sent several prominent Wall Street and lesser known Sav-
ings and Loans tycoons to prison, and the budget deficit itself
all generated wider social diswelfares.

The special issue begins with an introduclory article by James
Midgley which seeks to examine the historical and ideological
factors leading to Ronald Reagan’s election in 1980. I1e shows
that Reagan was nol just another Republican candidate who
fought a successful presidential campaign but an anointed, care-
fully chosen leader, who radical right wing activists believed,
would lead the nation out of the international humiliation, do-
mestic economic stagnation, and pervasive moral decline into
which it had allegedly fallen in the 1970s. This required more
than faith alone. Armed with the dogma of New Right thinking,
and a tenacious commitment to succeed, the Reaganile aclivists
set about, almost conspiratorially, to achicve their guals. The
article examines the ideological threads which were woven into
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a complex political agenda o comprise the basis of Reagan-
ism. Midgley contends that the remarkable achievement of the
radical right in the 1980s was its ability to combine economic lib-
ertarianism, cultural traditionalism and authoritarian populism
and, in so doing, to appeal to a broad constituency. These ideo-
logical themes also informed the Reagan administration’s social
policies and although not implemented to the exlent intended,
they have had a major impact on the American welfare state.

Robert Plotiick focuses on the changes which look place in
incomes and standards of living during the Reagan years. lic
argues that despite some gains, the record of economic well-
being in the 1980s belied the Reagan administration’s claim that
Americans would be better off if tax rales were cul and if the
welfare state was scaled back. Although the standard of living
rose, income inequality increased and (he incidence of poverly
was about the same as in 1980. These developments were the
result of policy decisions made by the Reagan administration.
Reductions in transfer payments fosteted an increase in inequal-
ity as well as an increase in poverty; however, this was offsel by
changes in tax policy. In addition, broader social and economic
factors widened income diffcrentials and failed to reduce the
incidence of poverty despite cconomic growth.

The article by Howard Jacob Karger deals with the impact of
the Reagan administration policies on income maintenance pro-
grams. The article shows how the massive budgel cuts of the
early 1980s, major modifications to the tax system and the wel-
fare reform initiative of 1988 all undermined the principles on
which income maintenance programs for the poor were based.
Although an attempt was also made to privatize the nation’s so-
cial security syslem through the introduction of individualized
retirement accounts, this did not succeed. Karger concludes that
while income maintenance programs ai the core of the welfare
state ideal survived, the present situation is far from satisfactory.
The huge budget shortfall, the recent deficit reduction agree-
ment and the. absence of a ‘peace dividend’ do nol auger well
for those who hope for an expansion of income maintenance
programs.

Health care issues are examined by Terri Combs-Orme and
Bernard Guyer in the following article. Combs-Orme and Guyer
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point out that because of the extensive private health care sys-
tem in the United States, hcalth conditions are not as sus-
ceptible lo changes in public policy as they are in other
Western countries where state involvement in health care is
extensive. However, there arc two groups—the clderly and
young children—who ate most directly affected by government
health care policy and it is on these groups that lhey focus
their attention. The authors point out thal although the Reagan
administration attempted to introduce major changes in health
care services for these groups, these were opposed by Congress
and did not have as serious an effect as was predicted. Never-
theless, changes in health care funding and administrative ar-
rangements have had a negative impact on the needy, and, in
addition, it is clear that these effects have been exacerbated by
the Reagan administration’s wider social and economic policies
which have contributed negatively to the health conditions of
low income groups.

Mimi Abramovilz is concerned with the impact of the Rea-
gan administration’s programs and polilics on women and mi-
nority groups. She argues that the growth of the welfare state
was accompanijed by the emergence of informal accords with
the trade union, civil rights and women’s movements which
were compatible with the necds of political stability and prof-
itable production. However, by the 1970s, as ncw contradic-
tions made welfare state programs less useful to the needs of
capitalism, these accords ceased to be functional and had to
be undermined. A primary lask of the Reagan administration
was to undo the class, race and gender accords which had
characterized the welfare state and brought posilive benefits
to many.

In the next article, Beth Rubin, James Wright and Joel Devine
discuss the effects of the Reagan cra on housing, especially
for low income families. They argue that the exacerbalion of
income inequality, the role of tax incentives for the weallhy
and the middle class, the increase in gentrification and condo
conversion have resulted in a major squeeze on housing for
low income groups with the result that many have become
‘unhoused’. The absence of proper budgetary allocations for
housing and of carefully formulated social policies designed
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lo resolve these difficulties, have perpetuated the disgraceful
problem of homelessness which, they believe, will worsen as
time goes by.

David Stoesz argues that the Reagan era coincided with
a major shift in the American urban scene from the drab
industrial city to its glittering, post-industrial successor. It also
coincided with a sharp decline in industrial employment and
an increase in poverty, marginalization and the growth of the
urban underclass. The Reagan administration’s ablique but suc-.
cessful urban policies decimaled categorical grants lo cities for
community and urban development and exacerbated the flight
of capital from the rustbowl to the sunbelt. In the absence of al-
ternative policies, the legacy of deindustrialization, the creation
and maintenance of a permanent underclass and the exacer-
bation of urban bllbhl is likely to be perpetuated with serious
consequences not only for those wha live in America’s large
cities but for the nation as a whole.

In the concluding article, Karen Haynes and James Mickelson
discus the impact of the Reagan administration’s policies on
social work services and on the social work profession. The au-
thors argue that a priority ilem on the Reaganite social policy
agenda was the creation of a charity model of welfare in which
well-meaning volunleers provide services to the deserving poor
and by which for-profit enterprises cater lo the middle and up-
per class. By slashing human service budgets this model was
vigorously institutionalized creating a huge problem of unmet
need. Although social work has not responded adequately to
the problems crealed during the Reagan era, the profession can
meet the challenge by becoming more involved in advocacy on
behalf of the poor and needy.

As can be seen, the articles in this special issue are wide
ranging and deal with many differenl facets of the Amecrican
welfare state. However, the overall conclusions of the aulhors
are similar. Most believe thal while significant changes were
made during the Reagan ycars, Lthe welfare stale remains intact.
However, they also believe that the welfarist Lradition of the
New Deal has suffered greally as a result of the Reagan era. In
other words, while (he Reagan presidency’s drive to abolish the
legacy of the New Deal failed, it did not fail miscrably.
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The authors also believe that it is unlikely that any signifi-
cant effort will be made in the foreseeable future to reconstruct
the welfare state. Most analysts recognize that Lhe huge federal
budget deficit has preempted any major injection of new re-
sources. Popular opposition to taxation, so carefully cultivated
by both Ronald Reagan and George Bush in their campaigns,
further exacerbates the problem. The successful representation
of planning as a failed ideological tool of socialism will per-
petuate the fragmented, haphazard and incremental approach
which has long characterized American social policy. The delib-
eralte and propagandistic exploitation of anti-welfarist attitudes
which have been an integral element in American popular cul-
ture, present a further impediment to serious reform.

Nor does George Bush’s current popularity auger well for
an improvement in the situation. At the time of writing, the
President had secured widespread support for his military ini-
tiative in the Persian Gulf and it is likely that this will serve
him well in his next electoral campaign. Despite the rhetoric
of a “kinder, gentler America” which pervaded his administra-
tion’s coming to office, the President’s budget (which was in-
troduced in Congress early in 1991) contained proposals which,
if implemented, will have negative implications for social pro-
grams. The apparent absence of a serious Democratic opponent
for the next presidential race as well as the lack of workable
and politically acceptable welfare alternatives among liberal
Democrats also poses a major problem for the proponents of
the welfare state.

Generally, the outlook for the American welfare state may
not be hopetess but neither can it be described as hopeful. Under
these conditions, the most optimistic normative scenario seems
to be the preservation of the status quo. While this state of af-
fairs may be conducive to despair, it should foster resolve. The
creation of the welfare state was the result of complex politi-
cal strategies promoted and implemented by political beings.
Its weakening during the Reagan years was also the result of
deliberate political action. These historical realities suggest that
political resolve combined with a concerted political effort can
be activated for its renewal.



Introduction 11

References

Boaz, D. (Ed.). (1988). Assessing the Reagan Years. Washington DC: Calo Institute
Piven, F. F,, & Cloward, R. (1982). The new class war: Reagan's allack on the
welfare state and its consequences. NY: Pantheon.






Socicty, Social Policy and
the Idcology of Reaganism

JAMES MIDGLEY

Louisiana Slale University

The complex histarical and idveological themes which formed the Insis for
Reaganism in the 1980s are based on economic imdividualism, tradition-
alism and authoritarian populism. By creating an ideolagical formation
which appealled to a wide constituency, right-wing activists sought to
reverse the centrist consenstis fibevalism of the New eal. These ideas
afsa informed the Reaynn wdministration’s social policies and, although
nol inplemented as infended, have had @ major impact ;i the Awerican
welfare state.

When Ronald Reagan cntered the White House in January,
1981, many believed thal the tradition of cenlrist, consensus
liberalism which had governed political affairs in the United
Slates for decades would be dismantled. In his clection cam-
paign, Reagan dramalically confronted the liberal tradition, and
caught the mood of a disillusioned electorate amenable o new,
simple, homespun messages. Ounce in office, his administra-
tion implemented radical right wing policies with ruthless re-
salve. Although the Reaganite agenda was nol implemented
as intended, it had a major impact on the nalion’s legacy of
consensus politics.

Many political commentators contend that Ronald Reagan
came to power as a resull of an orchestrated reaction against
cstablishment centrist politics (Blumenthal, 1986; Kymlicka and
Matthews, 1988; Himmelstein, 1990). They view the Reapan vic-
tory not as a discreet historical cvent, but as the culmination of
a long and, some would arguc, conspiratorial period of strug-
gle in which radical right wing activists sought to reverse the
dominance of centrist liberalism and its pervasive influence
on ecuonomic, cultural, judicial and social affairs. Tronically, the
struggle against liberalism originated at the time that Reagan’s |
erslwhile hero, Franklin Rooscvelt established the New Deal
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and at a time when'Reagan, as he himself admits, was a “near
hopeless hemophiliac liberal” (Reagan and Hubler, 1981, p. 18).

Although Ronald Reagan’s success may be attributed lo
many factors, an examination of the ideology of Reaganism is re-
quired if the the Reagan era is to be properly understood. At the
heart of the Reagan phenomenon is a skillful blending of ideo-
logical themes that catered to a broad spectrum of the electorate
and attracted support from very different constituencies. Eco-
nomic libertarianism, cultural traditionalism and authoritarian
populism were effectively coalesced to appeal simultaneously to
urbane Wall Street stockbrokers, fanatical fundamentalist Chris-
tians, mainstream middle class suburban Americans and rural
Southerners. As an ideology, Reaganism offered a credible al-
ternative to the apparently depleted traditions of centrist lib-
eralism. It also successfully challenged the dominant welfarist
ideology of the New Deal.

Reaganism'’s Historical Origins

As an activist program of social and ecanomic reform, Roo-
sevelt’'s New Deal lasted for a relatively short time. But, seen in
terms of its broader effects, the New Deal exerted a profound
influence that lagted for decades. Following earlier and mote
dramatic changes in Europe, the New Deal legitimized the in-
stitutionalization of statism and welfarism in American society.
Although the New Deal failed to create a highly centralized and
comprehensive European style welfare state, it secured support
for the notion that the state is a central social institution respon-
sible not only for defense and law and order but for economic

- planning and the promotion of growth, the enhancement of wel-
fare and the regulation of many facets of everyday life.

The New Deal also brought about a major political realign-
ment in American politics. Under Roosevelt, the Democrats
ceased to be a predominantly Southern party drawing support
from the cities and from urban workers, ethnic voters and a
large section of the middle class. Re-emerging as a force for
progressive liberalism, the Democratic party also succeeded in
building a coalition between liberal politicians, the labor move-
ment, intellectuals, professionals and the business sector.
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Above all, the New Deal institutionalized a culture of prag-
matic, centrist liberalism that many believed heralded the end
of ideology. Unlike most of Europe, where ideological differ-
ences between the major political parties were unambiguous
and readily identified with class and other sectional interests,
the New Deal facilitated a convergence in American politics in
which the two major parties adopted similar centrist policies
and forged a consensus around major economic, social and po-
litical issues. This convergence was reflected in the policies of-
successive Republican and Democratic administrations.

These developments led many analysts to conclude that the
end of ideclogy had been definitively reached. In a much cited
work, political scientist Daniel Bell claimed that ideology, had
“come to a dead end” (1962, p. 393). In his attempt to formulate
a generalized sociological construction of the social world, the
celebrated Harvard sociologist Talcott Parsons (1951) conceived
of American society as a well-regulated, homeostatic system
characterized by consensus rather than conflict. Most analysts
agreed and also took the view that radical movements on both
the right and left were aberrations in the smooth functioning
new world of mainstream consensus liberalism. For example,
Richard Hofstadter (1963) argued that organizations such as
the John Birch Society, Christian Crusade and supporters of
McCarthyism were little more than disaffected groups on the
social fringe struggling to deal with their status anxieties.

Those on the radical right took a different view. For them, -
consensus politics was not a mainstream phenomenon but the
product of an insidious, left-leaning liberal establishment that -
had successfully penetrated both political parties to exert a pow-
erful hegemonic control over the nation. Determined to chal-
lenge its dominance, the radical right schemed, organized and
planned in the hope of forming an effective counterestablish-
ment capable of fermenting a counterrevolution to the New Deal
and its allegedly perfidious influence (Blumenthal, 1986).

Some analysts place the origins of the radical right’s coun-
terrevolution in the mid-1960s, after the failure of Barry Gold-
water's presidential campaign. But its roots are much older.
Indeed, the lineage of right wing struggle against the centrist
legacy of the New Deal is a long one. It can be traced back to
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Hoover himself, the embittercd former president whose wealth
and name supported a policy research institute which has vigor-
ously propagated radical right ideas, and served as a a model for
numerous other right wing think tanks. It can be traced to the
cccentric activities of Albert Jay Nock and his prophetic faith in
a ‘Remnant’ that would one.day rise up and overthrow the New
Deal and its attendant evils. It can be traced back to the publica-
tions of works such as The Road lo Serfdom in 1944, and The Con-
servative Mind in 1953 by then obscure authors Friedrich Hayek
and Russell Kirk, and the founding of National Review in 1955.

The Reagan victory can also be traced to the failures of the
radical right to exercise real political power during the liberal
post-New Deal years, including those when Republican presi-
dents were in office. Despite its fanatical vigor, the McCarthy
campaign of the 1950s fizzled and while considerable resources
were mobilized, the atlempt to send a right wing candidale
lo the White House in 1964 ended in embarrassing defeat. Al-
though Richard Nixon had appropriate credentials, he betrayed
the radical right because of his appatent accommodation with
communism, his moderate stance on many domeslic issues and,
of course, the Walergate fiasco. His selection of Gerald Ford
as his successor, and Ford’s subsequent nomination of Nelson
Rockefeller as Vice President dismayed right wing radicals. As
" Richard Viguerie, one of their most dedicated activists reports,
“For many of us, it was the last straw” (1980, p. 28). While Ford
represented the comprising, consensus polilics that had domi-
nated Washington’s political establishment fur decades, Rocke-
feller’s Eastern establishment background and his opposilion to
Goldwater in 1964 personified everything that was wrong with
mainstream Republicanism. As Viguerie notes, the radical right
did not lack money or enthusiasm, nor did it lack ideas and ide-
ologues; what it lacked was a leader who could appeal to the
electorate and convince citizens of the need for radical change.
The leader who emerged to fill this vacuum was Ronald Reagan.

Reagan dates his own conversion (rom New Deal liberalism
lo his early days in Hollywood when he came lo believe that
the film industrty was riddled with communists whom liber-
als refused to oppose. By the 1960s, e had not anly become a
dedicated anticommunist but an opponent of the very policies
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Roosevelt had introduced. In 1962, he formaily changed party
affiliation to join the Republicans and in 1964 he campaigned
aggressively for Goldwater. Polonberg (1988) points out that
Reagan’s speeches at this time were characterized by a viru-
lent antiwelfarism which castigaled the welfare state as “the
most dangerous enemy known to man,” and ridiculed unem-
ployment insurance as a stale sponsored “prepaid vacation plan
for freeloaders.”

During the 1970s, radical right wing forces gathered around
Reagan. Disillusioned with traditional republican leaders, they
had considerable resources at their command. Far right busi-
ness tycoons such as William Simon and Charles Wick poured
millions of dollars into the campaign. The candidate also had
a clearly articulated ideology with specific programs for action.
Beginning with William Buckley and the creation of National
Review in the 1950s, the intellectual base for radical right wing
ideas had becn carefully articulated. With the help of right wing
think tanks, and numerous journals and magazines, these ideas
were presented as a plausible program for action. Effective coali-
tions were built with electorally significant movements such
as the fundamentalist Christian right, and with the support of
highly organized campaigners such as Viguerie and Weyrich,
the stage was set for a Reagan viclory in 1980. In addition,
salutary lessons had been learned from the campaign for the
Republican nomination in 1976. '

Jimmy Carter was an ideal opponent. Despite his eflective
use of populist electoral strategies in the 1976 presidential race,
Carter was caught in a web of circumstances thal favored the
Reaganite strategy. The cconomic difficulties of the 1970s werce
presented as the result of liberal mismanagement, heavy taxes
and an overgenerous welfare system and not as a consequence
of global difficulties stemming from the rapid oil price increases
or from deindustrustrialization and other international eco-
nomic events. An increase in permissiveness, moral relativism
and individual choice which had characterized the 1960s was
depicted nol as the consequence of inevilable social change
in an advanced industrial society but of the failure of liber-
alism to maintain social order and support traditional values.
The foreign policy debacle of Iran was successfully portrayed
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as the result of liberal weakness and placatory concessions lo
the nation’s enemies. Exploiting these problems, Ronald Rea-
gan successfully caricatured Carter and his troubles as a man-
ifestation of failed liberalism and he victoriously secured the
White House.

( The Ideology of Reaganism

If events in the 1970s served the radical right’s campaign
efforts, the message they presented is equally important in un-
derstanding Ronald Reagan’s electoral appeal Juxtaposing their
new, easily comprehensible and aggressive ideology against the
teachings of mainstream [iberalism, the radical right secured
widespread voter support. While notions of self-doubt, a recog-
nition of the complexity of issues, and the toleration of diverse
views have long been central ingredients in traditional liberal
thought, these became electoral liabilities. In the context of se-
rious economic difficulties, increased moral relalivism and de-
clining international influence, the idcals of liberalism appeared
ineffectual and incapable of dealing with the problems of the
time. Reaganism, on the other hand, offered s:mple, common-
sensical and vigorous solutions. Reagan’s aggressive posturing
on international issues, his dogmatic assertion that tax cuts and
welfare reductions would resolve economic problems, and his
promise of better times were effectively packaged.

However, behind the media messages lay a serious and
deadly effective constellation of ideological beliefs which had
been successfully forged into a unitary system through years of
intellectual experimenlation. These were cleverly synthesized to
. comprise the new ideology of Reaganism which had consider-
able appeal. At least three themes can be identified within this
complex ideology: these are economic individualism, cultural
traditionalism and authoritarian populism.

The Role of Economic Individualism

. The New Deal legilimized state intervention in economic,
social, cultural and other spheres of life and exemplified a con-
certed attempt at economic regulalion and planning. Using Key-
nesian techniques, post-New Deal administrations intervened
directly to manage the economy. The prosperity of the 1950s
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and 1960s suggesled that inlerventionism was not only desir-
able but effective. A few dissenters, such as I'layek and the mi-
nority free-market wing of the Department of Economics at the
University of Chicago (where Milton Friedman'’s ideas were cul-
tivated) were relegated to the fringe of the discipline.

Keynesian doctrine first appceared to be in serious difficulty
in the carly 1970s when the phenomenon of stagflation be-
came endemic. Recessionary tendencies had previously been
amenable to demand stimulus, but now recession and soar-
ing inflation combined to present a new and apparently insol-
uble problem. Faced with stagnation, escalaling energy costs,
increasing trade union activism, falling productivity, de-indus-
trializalion and capital flight, Keynesianism seemed impotent.
Suddenly, the advocacy of radical economic individualism
seemed plausible.

Fricdman was the first of the radical economic individual-
ists to pain national attention. His Capitalism and Ereedom (1962)
was wrilten in lay language and despite claims to posilivist ob-
jectivily, it offered an attractive ideological formulation which
was highly compatible with American traditional culture. I'ried-
man worked closely with Goldwater to develop a radical right
alternalive economic strategy and by the mid-1970s, his ideas
had formed the basis for various economic individualist theses.

The most important of these was Arthur Laffer’s supply-side
economic theory which contended that large reductions in taxa-
tion would stimulate economic activity and, as a result-of higher
output, generate higher fiscal revenues. Supply-side teachings
caught Reagan’s imagination and provided formal justificalion
for his instinctive desire to slash taxes. And it was in the name-
‘of supply-side economics thal massive budgctary cuis and tax
reductions were introduced carly in the president’s first term.

The ideological bases for monetarism, supply-side econom-
ics and similar formulations are grounded in classical individ-
ualisl thought and, as such, offer little that is new. They have,
however, been implemented with considerable effecl. In the
Uniled States, supply-side idecas resulled in the massive
de-regulation of broadcasting, communications and the cnergy
sector. They also resulted in substantial budgetary reductions
particularly to state welfare programs. And, as Phillips (1990)
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reports, they produced a substantive re-distribution of income
in favor of the wealthy.

However, the promised results of the aggressive adophon of
economic individualism have not been realized. Tax and bud-
getary reductions have nol spurred prosperity but have resulted
in a mammoth deficit and in the increased immiserization of
the poor. Contrary to the belief that de-regulation would facil-
itate greater competition, monopolizalion conlinues apace. Pri-
vatization of state human service programs has not magically
solved pressing social problems but merely provided new av-
enues for entreprencurship. Also, the radical right's dogmatic
adherence to economic individualism has not reduced stale
power. Instead, the Reagan years have shown that the very con-
siderable resources of the state can be used to promote the sec-
tional interests of the powerf{ul rather than the general welfare
of the population.

The Importance of Traditionalism

A second theme in the ideology of Reaganism is cultural
traditionalism. Conservatives have always valued tradition and
order and this impulse was successfully inlegrated into the Rea-
ganite campaign. A primary stimulus for (he radical right's ob-
session with order was (he counterculture of the 1960s. The rise
of campus and other revolutionary groups, an increase in fa-
bor activism, the urban riots, the popularization of narcotics,
increased sexual freedom and mass opposilion to the Vietnam
War appalled conservalives and appearcd (o threaten the fun-
damental values of American society. While the Johnson ad-
minislration was hardly subversive of established authority, its
liberalism bore the brunt of the traditionalist backlash.

Transitionalist reaction to permissiveness and diversity came
from several quarters. As may be expected, il galvanized funda-
mentalist opinion which cagerly supported Reagan. The prom-
ise of order also had considerable appeal to ‘middle Americans’
in the suburbs and rural communities who viewed campus id-
iosyncrasies, urban violence and loud rock music alike with
increasing alarm. Bul of equal significance was the reaction of a
group of intellectuals, loosely known as the Neo-conservatives,
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who provided the theoretical basis for the traditionalist compo-
nent of Reaganite ideology.

Although Irving Kristol and Norman Podhoretz are most
frequently identified as the movement’s leaders, numerous
other writers and academicians including Robert Nisbett,
Michael Novak, George Gilder, Peter Berger and others have
been associated with Nco-conservative thinking and with their
leading journals Conmmentary and Public Intcrest.

Central to the Neo-conservative’s critique lies an abhorrence
of liberalism’s acceplance of modernity and permissiveness.
Kristol regards the rampant individualism of the modern age
as a primary cause of societal ills. By placing individual rights
above those of duty and responsibility to the wider commu-
nity, the values of society are dangerously weakened with the
vesull that nihilism replaces order and undermines organically
binding institutions. This has resulted in an increase in crime,
violence, and other social problems and in the demise of the
traditional family wilh a concomitant increase in welfare de-
pendency. Instead of counteracting these trends by seeking lo
impose traditional values, the modern state has licensed per-
missiveness, and thus undermined vilal social institutions.

These ideas have been articulated with particular reference
to welfare and family policy in the writings of George Gilder
(1973, 1980) and Charles Murray (1984), both of whom claimed
that the liberal New Deal and its welfare programs had under-
mined the traditional family and its responsibility to care for
its members. The rise of feminism had further exacerbated the
problem, creating falherless, rootless familics unable to utilize
their own resources lo contribute to the good of the commu-
nity. Similarly, the increase in permissiveness had encouraged
illegitimacy and wellare dependency.,

The Neo-conservative’s rejection of moral relativism and
their emphasis on the revitalization of traditional values had
electoral resonance. The Reagan campaign aligned closely with
the fundamentalist Christian right and although Carter had pre-
viously claimed to be a born again Christian, his support of
liberal causes such as abortion caused massive defections of his
fundamentalist followers. Concentrating their electoral effort on
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those constituencies that were most amenable to traditionalist
appeal, the Reaganites scored notable gains.

" There were some attempts to translate traditionalist ideas
into legislative action during the Reagan years. Although the
introduction of the Family Life Support Bill in the administra-
tion's early years was a major traditionalist legislative initiative,
it failed miserably. If enacted, it would have restricted abortion,
prohibited legal aid in cases of divorce, abortion and homosex-
ual rights, required an emphasis on traditional American family
values in the classroom and prohibited teaching materials that
“denigrates the role of women as it has been traditionally un-
derstood” (Jorstad, 1987, p. 18). Nevertheless, it appears that the-
traditionalist struggle against-abortion, pornography and acces-
sible contraception, which is today being waged in the streets
- by highly committed groups of right-wing and fundamentalist
activists, is making some headway. ‘

The Appeal of Authoritarian Populism
American politics has relied extensively on populist ideo-

logical strategies and Ronald Reagan’s use of these techniques
were not, therefore, novel. Indeed, Jimmy Carter had shown
in the 1976 campaign that he was a dexterous manipulator of
populist sentiment. But Reagan played the populist card with
greater effectiveness not only ir terms of electoral technique but
. in terms of ideological content.

~ Analysts of populism (Wiles, 1969; Canovan, 1981) have
contended that populism has greatest appeal in times of so-
cial stress. Effective populist political strategies seek to exploit
feelings of discontent by juxtaposing the interests of ordinary
people against those of the cause of discontent. During the Rea-
gan campaign, the liberal establishment and its big government,
~were effectively presented as the cause of social ills.

A major focus of the Reaganite populist campaign was the
economic difficulties of the time. While most politicians rec-
ognized the complexities of the sjtuation and supported ef-
forts to formulate intricate solutions, ordinary people became
increasingly perplexed. The presentation of a simple diagnosis
of the situation, and of straightforward remedies in terms that
were readily comprehensible was highly successful. Instead of
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attributing economic woes to complex international and do-
mestic developments, the Reaganites blamed indifference, high
taxes, welfare dependency and trade union obstructiveness for
the country’s economic difficulties. Since this confirmed popular
beliefs, many voters instinctively identified with the candidate
and his simple, homespun explanations.

The Reagan campaign skillfully injected another element
into the  populist agenda—strong, authoritarian leadership.
Casting Jimmy Carter’s entanglement in the Iran crisis as weak
and indecisive, Reagan projected a belligerent Rambo-like ap-
proach to foreign policy and particularly towards communism. ,
Here was a leader who would not placate the enemy but as-,
sert American superiority. The “evil empire” would be resisted
with a massive defense build-up and with technelogically su-
perior new weapornry that would secure militaty supremacy.
Even though the president’s television appearances suggested
a faltering approach, an indecisiveness when answering ques-
tions, and a preference for jelly beans rather than war, the strong
leader image was effectively cultivated and it had huge appeal.

Other elements which formed the basis of Reaganite author-
itarian populism include antiwelfarism, traditionalism, racism,
anticommunism and patriotism. The Reaganite attack on wel-
fare, moral relativism, the alleged excesses of affirmative action,
and the decline in national pride effectively exploited subter-
ranean authoritarian sentiments, and provided comfort to those
who felt that their grievances were being ignored by an indiffer-
ent political establishment. The appeal to populism also had the
effect of facilitating social cohesion. The administration’s unre-
lenting attacks on the Soviet Union strengthened the image of
a common enemy and fostered cohesion. By exploiting populist
sentiments, Reagan deftly developed Nixon’s earlier notion of -
the silent majority. Ordinary people who opposed welfarism,
communism, permissiveness and the excesses of liberalism were
not only in the majority, but the authentic upholders of true
American values and beliefs. In so doing, Reagan not only in-
creased his electoral support but enhanced emotive feelings of
nationhood and fostered an organic identification between the
people and their national leader. Since this reduced the feelings
of alienation and discontent which characterized the late 1970s,
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the claim that the Reagan had restored national pride and self-
confidence has some validity.

Social Policy and the Ideology of Reaganism

The themes which comprised the ideology of Reaganism
have found expression in the administration’s various programs
and legislative enactments in social policy. Economic individ-
ualist ideas pervaded the substantial budgetary cuts imposed
on the human services during the president’s first term. Tradi-
tionalist ideas were expressed in the way administrative proce-
dures in the human services were tightened to the detriment of
needy women with children. The Family Support Act of 1988
gave expression to both economic individualist ideas and to an
underlying traditionalist antagonism to single parent families
dependent on state support. By curtailing human service pro-
grams, the Reagan administration effectively affirmed dearly
held beliefs about the importance of work, sobriety and success
in American society.

In their campaign, the Reaganites consistently emphasized
antiwelfarist themes, effectively evokirig the familiar image of
the workshy, freeloading welfare recipient who is luxuriously
supported by the state at great cost to the taxpayer. Although
antiwelfarist sentiments have long had a prominent place in
the folk demonology of American popular culture, Reagan ef-
fectively linked economic troubles and the perceived decline in
moral standards to the Johnson administration’s social policy
initiatives. Drawing on the arguments of right wing think tanks
as articulated by Murray (1984), he effectively communicated
the idea that American social policy over previous decades had
harmed rather than helped the poor. The alternative, he argued,
was a radical disengagement of the state from social welfare.
Unlike his conservative predecessors who sought to curtail wel-
fare, Reagan argued for abolition.

Although the Reagan administration did not meet this objec- .
tive, it certdinly tried. In its first two years of office, it imposed
substantial budgetary cuts on social expenditures and by 1984,
as Bawden and Palmer (1984) reported, the administration had
succeeded in cutting deeply into major social programs. Unem-
ployment insurance had been reduced by 17.4%, child nutrition
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programs by 28%, food stamp expenditures by 13.8%, and the
Community Service Block Grant program by 37.1%. Aid to Fam-
ilies with Dependent Children, a primary target of the admin-
istration’s antiwelfarism, suffered by a cut of 14.3%. These cuts
were accompanied by reductions in benefits levels and by the
imposition of stringent eligibility requirements which excluded
many needy people from receiving any form of aid. Moffit and
Wold (1987) have shown that the cuts in the 1981 Omnibus
Budget Reconciliation Act alone terminated as many as 35% of
working AFDC recipients. ‘

The attack on the human services was accompanied by sub-
stantial tax cuts which were intended not only to implement
supply-side doctrine but as David Stockman (1986), the ad-
ministration’s budget director cynically admitted, to starve
Congress of the revenues needed to restore the cuts and to
introduce new programs. Tax cuts benefited the wealthy and
the corporations. Citing just one example of the massive subsi-
dies directed at the commercial and industrial sectors, Harrison
and Bluestone-(1988) show that changes to the rules governing
the depreciation of equipment resulted in taxpayers subsidiz-
ing the full costs of business capital outlays. The antiwelfarist
developments of the 1980s were consonant with Reaganite ide-
ology which had censistently condemned state involvement in
welfare. Instead, self-reliance, the family, the voluntary sector
and the for-profit commercial human service sector would re-
place the state as primary providor. As Carlson and Hopkins
(1981), two-Reagan White House aids explained, state provision
waould be permitted only for those who could not work and had
absolutely no other means of support.

Two factors impeded the realization of the radical right’s
antiwelfarist goals. First, Congress resisted the cuts and with
the return of a Democratic majority, the Reaganite agenda was
thwarted. Second, the cuts and the recession combined to gen--
erate a highly visible poverty problem. As Friedmanite mon-
etarist prescriptions were introduced by the Federal Reserve,
and as interest rates soared, GNP fell by 4.9% in the fourth
quarter of 1981 alone and by another 3.2% during 1982. By the .
end of 1982, 4.5 million more people were unemployed than
in 1979 (Harrison and Bluestone, 1988). Homelessness became
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a serious problem and the incidence of infant mortality and
hunger increased. Faced with these dramatic consequences, the
“administration reluctantly began to soften its position. Monetary
policy was relaxed and budgetary appropriations for military
and other items were increased.

But while the welfare state survived, the Reaganiles suc-
ceeded in severely undermining its legitimacy and budgetary
base. It is perhaps ironic that the administration’s artificially
induced recession and its massive budget cuts impeded its pri-
mary goal of abolishing the welfare state. Had the recession not
been so severe, and produced negative reactions, the adminis-
tration may not have reversed its position, And, had the budget
cuts not been so ruthlessly and carelessly implemented, the vol-
untary sector might well have emerged as a credible alternative
to state provision. Instead, as Salaman (1984) noted, budget ap-
propriations for the voluntary sector suffered major cuts and
this effectively hindered its ability to replace state services.

The Reagan Legacy: Durable or Transient?

The Reagan administration’s coming to office in 1981 her-
alded a major change in American politics. The radical ideology
of Reaganism coupled with an aggressive political style sug-
gested that Reaganite resolve would engender enduring eco-
nomic, political and social changes. Now, ten years later, it is
possible to make some initial assessment about the significance
of the Reagan years.

As has been suggested earlier, the Reagan administration
did not achieve all its objectives. The welfare state remains more
or less intact even though-its effectiveness has been impeded.
Although somewhat more fragmented that before, welfare plu-
ralism continues to characterize the American approach to social
policy and despite the Reagan onslaught, the country remains
what Jansson (1988) and others have called as a ‘reluctant wel-
fare state’.

On the other hand, the administration clearly introduced
significant and durable changes. Perhaps the most important of
these for social policy is the budget deficit which will effectively
preclude the generation of new revenues for social expenditures
in the immediate future. The successful facilitation of populist
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antitax sentiment through tax cuts, tax reform and skillful cam-
paigning, have reinforced popular anlipally to new revenucs,
especially for the human services. Of equal impaortance is the ef-
fects the Reagan years have had on the Democratic party which
has failed to mount an effective counterattack. While the Reagan
administration did not succeed in bringing about a fundamen-
tal political realignment in electoral politics, it weakened the lib-
eral consensus.' As Schneider (1988) abserved, moderates within
both parties who previously formed Lhe core of centrist liberal-
ism, have been swept to the side while those on the right now
appear lo hold sway. The hardening of public opinion as well
the deliberate weakening of the trade unions has exacerbated
the problems facing the Democratic party and its traditional
allies. While welfarists wilhin the party search for ways of pre-
senting their ideals in ways thal are clectorally realistic, many
have turned away [rom the parly’s historic commitment to wel-
fare. In this situation, it not clear who will effectively represent
the deprived, needy and powerless in American sociely.
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The record of economic well-being in the 1980s belied Reagan’s claim
that Americans would be better off if they scaled back the welfare state
and cut tax rates. Though the standard of living rose, its growth was no
faster than during 1950-1980. Income inequality increased. The rate of
poverty at te end of Reagan’s terin was the sane as in 1980. Cutbacks in
inconte transfers during the Reagan years helped ucrease both poverty
-and inequality. Changes in tax policy helped increase inequality but
reduced poverty. These policy shifts are not the only reasons for the
lack of progress against poverty and the rise in inequality. Broad social
and economic factors have been widening income differences and making
it harder for famnilies to stay out of poverty. Policy choices during the
Reagan Administration reinforced those factors.

One overarching goal of the welfare state is to promote and
ensure the economic well-being of its people. Since World War I1
the consensus-view in the United States has been that this goal
is best pursued by developing and expanding social welfare
policies concerned with income maintenance, health care, hous-
ing, education and job training, labor market outcomes, and -
social services. The Reagan Administration challenged the con-
sensus, arguing that the Nation’s economic well-being would
be promoted more effectively by scaling back and reorienting
the modern social welfare state. Though Congress resisted the
massive cutbacks of social welfare spending proposed by the
Administration, it did acquiesce to substantial reductions rela-
tive to the trends of the 1960s and 1970s.

Did this shift in policy direction increase Americans’ eco-
nomic well-being, as Reagan’s policy makers claimed it would?

29
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Did it make us worse off? Or, despite the heated debates and
palitical maneuvering, did it make little difference either way?

To assess the general level of economic well-being in a so-
ciety, we need answers to a relatively small set of questions:
What is the average level of economic well-being (the standard
of living)? Has it been increasing? How many people have stan-
dards of living that are unacceptably low? That is, what is the
level of poverty and what is its trend? How equilable is the
distribution of economic well-being, and is it becoming more or
less equitable? Because defining and meastring “equity” raise
insuperable problems, analysts usually rephrase this last ques-
tion in terms of the level and trend of inequality of economic
well-being.

The first task of this article, then, is to describe the changes
in poverty, inequality and the standard of living during the Rea-
gan years, and compare them to trends of the prior 30 years.
These are the broadest indicators of economic well-being and
the ones most frequently used, but are hardly exhaustive. One
might also want information on life expectancy, infant mortal-
ity, hunger, homelessness, leisure, and related social indicators.
Because these three indicators omit important aspects of the
quality of life, one must always keep in mind they are indica-
tive of economic well-being, not human welfare.l

Poverty, inequality and the standard of living are prod-
ucts of complex social and economic forces. Many, such as the
pace and nature of technological change, international economic
trends, and:demographic change, are largely outside the con-
trol of the public sector. Others, though, are not. Policy choices

"about the size and nature of cash and noncash income sup-
port programs, oversight and regulation of the labor market
through minimum wage, antidiscrimination and other policies,
the development of human resources through public education
and job training programs, and the character of the tax system
can significantly alter the distribution of income and level of
poverty. Depending on their character, such policy choices can
counteract market-driven and demographic influences on pov-
erty and inequality, or reinforce them.

To what extent did the changes in social welfare policies
during the 1980s produce the observed changes in poverty and
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inequality? To what extent were they products of more funda-
mental economic and social forces and, therefore, would have
occurred regardless of who held the Presidency and set the do-
mestic policy agenda? The artlcle s second task is to address
these questions,

Economic We]l -Being Before and After Reagan Took Office

The Siandard of Living

The quality of life depends partly on a person’s consumption
of material goods and services, but also on intangibles such as
freedom, degree of security from crime and violerice, the quality
of family and personal relationships, and spiritual contentment.
So, while we waquld like to know the trend in the average quality
of life before the Reagan era, and how it changed in the 1980s,
no one knows how to fully measure this concept. Instead, we
examine the material standard of living.

Column 1 of Table 1 shows the trend in real median fam-

ily income measured by the Census Bureau. The 1980 value is
indexed to 100 as a convenient point of reference.
.. Although the trend in real median family income is a widely
"used indicator of the standard of living, it can be misleading for
several reasons. A growing fraction of Americans have chosen
to live alone, cohabit with partners or otherwise have living
arrangements that do not count as “families” according to the
Census Bureau definition. Looking at median family income
ignores the trend in income among the increaging portion -of
the population living as “unrelated individuals.j Also, because
average famlly size has declined over time,-in recent years the
same real income can buy a higher standard of living for the
typical family. The trend in median family income does not
adjust for the decline in average needs.

To deal with these problems, column 2 shows the trend in
real median income after three adjustments. First, all income re-
ceiving units are included, not only families. Second, the income
of each unit is corrected with an “equivalency scale” thal ad-
justs observed incomes for differences in the age structure and
size of families. Third, instead of counting each unit's equiva-
lent income once to derive the median, each person in the unit is
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Table 1

Trends in Real Median Iicome Under Alfernative Measures of huunu and
Reporting Unit, 1950-1388 (1980 = 100)

v

Census Bureau

Family [ncome Adjusted Family Income,
All Familics Person Weights, All Persons
1950 . " 54 ' NA
1955 65 NA
1960 74 NA
1965 86 NA
1970 ‘ 99 87
1973 106 96
1975 . 100 : 93
1979 106 103
1980 100 100
1981 96 98
1982 95 ' 97
1983 97 . : 99
1984 100 L ' 102
. 1985 101 104
1986 105 108
1987 106 109
1988 106. 112

NA = nal available

Source: Column 1: U.S. Bureau of the Census (1990, table 727). Column 2: Karoly
(1990, tabie B.i).

assigned its equivalent income. The equivalency scale is the one
implicit in the federal poverty thresholds (discussed below). The
median is then computed over all persons. Each person, rather
than each family, carries equal weight. As in Column 1, the 1980
value of median “adjusted family income with person weights”

is indexed to 100. These data are not available for as long a pe-
riod as the standard Census Burcau measure. (See U.S. House
of Representatives, 1990, pp. 1070-1071 for explanation of the
approach. Though an improvement compared to using median
family income, this approach is still problematic because the
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income concept used in the series excludes noncash forms of
income and does not deduct direct taxcs.)

Real median family income grew steadily from 1950 to 1973
and nearly doubled over this period. The ail crisis of 1973 and
ensuing recession produced a sharp decline by 1975, but in-
comes recovered by 1979. The severe recession which began
in 1980 and continued during the early years of the Reagan
Administration drove median family income sharply down in
the early 1980s. Since 1982, median family income has gradu-
ally risen and in 1987 finally reached the level last experienced
in 1973.

From 1950 to 1980, the average growth rate of real median
family income was 2.1% per year. In contrast, during the eight
years of Reagan’s term the annual growth rate was only 0.7%.
Compared to the prior 30 years, the Reagan era was not a pros-
perous one. On the other hand, it was far better than the trend
from 1970 to 1980, when real incomes stagnated.

The evidence in column 2 leaves a rather different impres-
sion of the Reagan years and how they compare with the 1970s.
The decline in income during the early 1980s appears less se-
vere and the recovery looks much stronger. Real adjusted family
income grew at a rate of 1.4% during the Reagan years, twice
the rate in column 1. However, real adjusted family income
also-grew by 1.4% during the 1970s. Based on this income mea-
sure, then, the Reagan years did not produce an improvement
in the growth rate of the standard of living compared to the
- prior decade. .

Column 2 is probably closer to the “truth.” Because its in-
come measure is based on reports from the enlire population,
corrects for needs, and gives all persons equal weight, it better
captures the trend in the standard of living for the median resi-
dent of the United States. Under either measure, though, one can
reasonably conclude that on average people had higher incomes
when Reagan left office than when he entered, but that the Rea-
gan years did not increase the growth rate of the standard of
living compared to its record over the three prior decades.

The 12% increase in living standards from 1980 to 1988 (from
column 2) was not uniformly enjoyed by all types of families.
'For person in families with a married couple and childrén, real
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mean adjusted family income rosc 14.3%. For those in families
with a single mother and children, however, the rcal mean ac-
tually fell 1.3% Among the nonelderly childless, it rose 11.3%;
among the elderly childless, it rose 13.0%.2

Income Inequality

Table 2 shows the trend in the dnstnbullon of income based
on a simple summary. measure of inequalily: the ratio of lotal in-
come received by the top 20% of the populalion to total income
received by the bottom 20%. Of the many ways to measure in-
come inequality: this one has the advantage of being available
for the distribution of income.among families as defined by the
Census Bureau and for the distribution of adjusted family in-
come with person weights. Thus, the columns in table 2 use the
same concepts of income and reporting unit as the correspond-
ing columns in Table 1.

Column 1 shows that income inequality among families ex-
hibited little trend from 1947 until the carly 1960s, declined
modestly until the late 1960s, and increased modestly until 1980.
The Reagan years witnessed a sharp increase in inequality with-
out precedent since 1920 (Williamson and lindert, 1980, pp. 76-
77). The summary measurc increased 18% belween 1980 and
1988, to the highest value obscrved since 1947, when this data
serics began. And it was higher yet in 1989.

The data in column 2 tell nearly Lhe same story. Inequality
of adjusted family income rose slightly in the 1970s, and rapidly
in the 1980s. In contrast to-the pattern in column 1, inequality
crested in 1986-1987 and dropped slightly in 1988. (Informalion
for 1989 is not available.)

Poverty

The official measure of poverty is derived from a set of pov-
erty lines which vary by household size, the age of the head
of the household, and the number of children under 18. (Until
1981, sex of the head of househald and farm/nonfarm residence
were other distinctions.) The poverly lines are updated yearly
by the percenlage change in the Consumer Price Index, so they
represent the same real purchasing power each year. For 1988
the average line for a family of four was $12,092. If a family’s’
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Trends in Income Incquality Under Alternative Measure of Income and
Reporting Unit: Ratio of Share of Top 20% to Share of Bottom 20%

Census Bureau

* Family Income

All Families

Adjusted Family Income,

Person Weights. All persons

1947
1950
1935
1960
1963
1970
1973
1977
1979
1980
. 1981
1982
1983
1984
1985
1986
1987
1988
1989

8.6
9.5
8.6
- 86
7.9
76
7.5
8.0
8.0
82
84
9.1
9.1
9.1
9.5
9.5
9.5
9.6
9.7

NA
NA
NA
NA
NA
NA
74
7.9
8.0
8.3
8.9
9.7
99
10.0
10.3
10.3
10.3
10.0
NA

NA = nal a\'ni]ablc:‘.

Source: Column 1, compuled from dala in U.S. Burcaw of the Census (1989) for
1947-1987; U.S. Bureau of the Census (1990a, p. 30) (or 198_8-1989. Column 2,
computed from data in U.S. louse of Representatives (1990, p. 1092).

annual income falls below its poverly line, ils members count

as poor.

The official poverty definition mcasures income by counting
cash income from all public and private sources, except capi-
tal gains. It does not ltake inlo account public or privale non-
cash benefits such as food stamps, subsidized public housing or
employer-provided health insurance, nor does it subtract taxes.
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Table 3. .
Percentage of Persons in Poverty, 1959-1989

Official Poverty Measure

Official Poverty Adjusted for Selected
Measure Noncash Transfers and Taxes
1959 22.4 NA
1965 17.3 NA
1969 12.1 . NA
1974 11.2 NA
1979 11.7 9.9
1980 13.0 . 11.6
1981 14.0 132
1982 15.0 14.2
1983 15.2 14.6
1984 - 14.4 13.9
1985 14.0 13.5
1986 13.6 13.1
1987 134 12.6
1988 13.0 12.0
1989 12.8 NA

NA = nat available

Source: Column 1, U.S. Burcau of the Census (I99fla, p- 57); column 2, U.S. House'
of Representatives (1990, p. 1042).

Yet both noncash benefits and taxes affect a family’s standard
of living.

The first column of Table 3 shows the rate of poverty among
persons according to the official federal poverty measure. In
1959 22.4% of Americans were poor. In the next decade the
poverty rate declined dramatically to 12.1. After a small increase
‘during the mild recession of the early 1970s, it decreased again
to 11.1% in 1973, the lowest level ever abserved. The level of
poverty rose slightly in the mid and late.1970s but was less
than 12% at the end of the decade. The economic downturn
during the early 1980s drove poverty sharply up. It peaked at
15.2% in 1983, the highest rate since 1965. During the remainder
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of Reagan's term, poverty gradually declined as the economy °
expanded. By 1988 il had [allen merely 2.2 percenlage points to
13.0%, higher than any year from 1968 to 1979 and equal 1o the
1980 level. A year later, the poverty rate was 12.8%, the same as
in 1968, and 31.5 million persons were poor, 3.2 million more
than in 1980.

Among major demographic groups, only the aged have
made sustained strides against poverty. Their 1988 poverty rate
of 12.0% was the lowest cver for this group and marked a de-
cline of 3.7 percenlage points from 1980, just before Reagan look
office. Poverty among children, in contrast, soared lo more than
22% in 1983 and was 19.5% in 1988. This rate was 5.6 percenlage
points greater than in 1969, the year when child poverty was
lowest, and 1.2 percentage points grcater than in 1980. Children
are now the poorest age group in the United Slates, and have
been since 1974.

Poverty among blacks was 31.3% in 1988, 1.2 percentlage
points lower than in 1980 but no lower than- it was throughoul
most of the 1970s. Among Hispanics, 26.7% were poor in 1988,
1.0 percentage points greater than in 1980. And among whites,
the 1988 p0\ erty rate of 10.1% was virtually 1denL1c1l o the
1980 rate.

Column 2 of Table 3 shows the recenl trend in poverty us-
ing a modified measure of income in conjunction with the same
official poverty lines. Means-tested noncash transfers from the
federal food stamp, school lunch and housing programs are val-
ued at their estimated private market cost and added to the in-
come measure. Medical benefits are not included because there -
remains substantial disagreement about how to properly mea-
sure their value to low income pérsons. Federal income taxes
and the employee share of federal payroll taxes are subtracted.
(See U.S. House of Representalives, 199(, pp 1038-1039 for fur-
ther detail.)

Because low income persons receive most food and housing -
benefits and pay relatlvely few income and payroll taxes, these
adjustments lower the poverty rate in each year by between 0.3
and 1.4 percentage points. They do not, however, significantly
affect the trend during the Reagan years. the poverty rate still
peaked in 1983, then declined slowly. One minor difference is
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that in 1988 it was slightly greater than in 1980. According ta
this measure, there were 29.2 million poor persons in 1988, 3.2
million more than in 1980. (Data for 1989 are not yet available.)

Economic Well-Being During the Reagan Years: The Bottom Line

A central tenet of Reagan's 1980 campaign was that Amer-
icans would be better off economically if they scaled back and
reoriented the modern social welfare stale, and cul marginal
tax rates. Bowing to the ensuing political mandate, Congress
launched a great experiment to test this claim by cutting back
the expansion of social welfare expenditures and passing major
tax cuts. Hlow did it turn out?

Not very well. On the positive side, the slandard of living
rose. But its growth rate was no faster than during the 1950-
1980 period, and persons in families with a single mother and
children were, on average, worse off in 1988 than 1980. The
gap between the most and least affluent widened substantially.
Indeed, the gap widened so much that, even though real me-
dian income rose, the average real income of persons in the
bottom fifth of the adjusted family income distribution declined
by about 2% between 1980 and 1988 (U.S. House of Represen-
tatives, 1990, p. 1092).

The deterioration in economic well-being among lower in-
come persons was best captured in the poverty statistics. The
level of poverty at the end of Reagan’s term was identical to
its level in 1980. Throughout the Reagan years, poverly affected
a larger percentage of Americans than in any year from 1968
to 1979. |

- If there is a “Big Tradeoff” between equality and efficiency
(Okun, 1975), the efficiency oriented palicies of the Reagan Ad-
ministration, pursued at the expense of efforts to directly reduce
poverty and income differences, might have been expected to
pay off by producing more rapid growth in the standard of liv-
ing. From this perspective, the record of poverty and inequality
in the 1980s may not be surprising. What is surprising is the (ail-
ure of median adjusted family income to rise faster than during
the 1970s, a decade widely perceived as economically stagnant,
and one when social welfare spending rose rapidly.
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Did Reagan’s Policies Make Poverty and Inequality Worse?

This section presents evidence on the extent to which the
changes in poverty and inequality can be attributed to changes
in income maintenance and federal tax policy enacted during
the Reagan years. The analysis concentrates on these policics
because they direclly affect the net incomes of many families,
Other recent changes in social welfare policy have affected pov-
erty and inequalily by altering the distribution of market
income. For example, federal policies on financial aid for col-
lege students affect attendance choices and, consequently, adult
earnings. These more indirect effects are difficult to detect, have
received litlle attention, and so will not be discussed.

Accounting for Changes in Poverty Between 1980 and 1988

Three basic factors drive changes in paverty. Changes in real
earnings and other private sources of income (market income)
affect “market poverty,” the number of persons who arve poor
if only their before-tax market incomes are counted. Second,
because income support programs and taxes alter most families’
market incomes, changes in these policies affect the number of
poor after transfers and taxes are counted in income, given the
level of market poverty. Third arc demographic factors. Overall
population growth would increase the number of poor even
if the rate of markel poverty and the impact of transfers and
taxes on poverty did not change. Demégraphic shifts towards
groups with higher (lower) than average rales of poverty would
tend to increase (decrease) the overall level of poverty, other -
things equal.

Table 4 shows how much of the 3,184,000 increase in the
number of poor persons between 1980 and 1988 can be ac-
counted for by each of these components.! The measure of pov-
erty is identical to that in column 2 of Table 3, which includes
benefits from food and housing pragrams in income and sub-
tracts major federal taxes. '

A clear story emerges. Gains in market incomes during this
period acted to reduce the number of poor by 973,000. The net
effect of changes in federal tax policy. was to further reduce
the number of poor by 450,000 in 1988. The Tax Reform Acl-of -
1986 eliminated income tax liabilities for nearly all poor persons
and families and expanded the earned income tax credit. The
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Table 4

Sorces of the fncrcase in the Poverty Popl.dalion Between 1980 aned 1988

Change in number of posltransfer, postlax pom due to:

Market income changes - 973,000
Social insurance program changes ) 250,000
Means-tested program changes 1,734,000
Federal tax changes - 450,000
Average population growth 2,163,000
Demaographic shifts and other 460,000
Total increase 3,184,000

decline in poverty produced by these reforms was parlly olfset
by increases in Social Security taxes. _

Cutbacks in social insurance and means-tested hansfer pro-
grams, in contrast, raised the number of poor by 1,984,000
Without this increase, the rate of poverty would have been 0.8
percentage points lower in 1988—below the 1980 value instead
of above it. Cutbacks in means-tesled benc{its were responsible
for the bulk of the increase. Controlling for changes in market
incomes, govérnment transfers and federal tax policy, simple
population growth plus other demographic factors would have
added 2,623,000 poor persons.

The cutbacks in welfare programs, especially ATDC and
food stamps, were championed by the Rcagan Adminisiration
as a means to reduce dependency and encourage work. Success
in these objectives was minimal, and at the high cost of increas-
ing poverty. The increase was particularly felt among persons in
single parent families with children. The cutbacks pushed more
than 1.1 million of them below the line and raised their raté of
poverly by 3.9 percentage points.

Though federal welfare ‘policy changes under Reagan bear
much of the responsibilily for helping to increase poverty, the
states are also partly responsible. During 1980-1988 most states
allowed their AFDC benefits to fall in real terms, thereby further
reducing the antipoverty effectiveness of this important element
of the safety net.



Changes ' 41

Accounting for Chauges in Income Incquality

Gramlich, Kasten and Sammartino (1900) have analyzed the
impact of federal taxes and cash transfers on inequality of ad-
justed family income with person weights during the 1980-1990
period. (This is the same income concept as'in column 2 of Table
2.) For 1990, they compare the pretax, pretransfer distribution of
income to the posttax, posttransfer distribution to compute the
impact of taxes and transfers on inequality. Then, the analysis
holds the distribution of pretax, pretransfer income at its 1990.
level and adjusts taxes and transfers to what they would have
been if 1980 policies had remained in effect, but benefits and
taxes had kept pace with the growth of other incomes. This pro-
cedure isolates the effects of policy changes from other economic
and demographic changes between 1980 and 1990. The impact
on inequality is then recomputed. Table 5 displays the key find-
ings using the Gini.coefficient, a measure of inequality ranging
- from 0 to 1, with smaller values indicating less inequality.

Table 5

lmpact of Federal Taxes and Transfers on Income Im’qunltlj (Muasured by
the Gini Coefficient)

Decline

Pretax, Posttax, - Ducto
Pretransfer Posttransfer  Transfers
Incomes (ncomes and Taxes
1980 Markel Incomes, 473 395 078
Transfers and Taxes
1990 Market Incomes, 923 463 060
Transfers and Taxes _
1990 Market Incomes, 523 452 071

1980 Transfers and Taxes

Source: Gramlich, Kasten and Sammartina (199Q), tables 4, 8.

Comparirig rows 2 and 3 shows that inequality of posttax,
posttransfer income would be slightly less if the 1980 transfers
and taxes had remained in place. The 1980 policies would have
reduced the Gini coefficient by. 071; the actual 1990 policies
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reduce by. 060 or 15% less. Most of this decrease can be lraced to
a decline in the redistributive impact of federal laxes caused by
large reductions in marginal income tax rates for persons with
high incomes combined with increased payroll tax rales for low
and middle wage earners. Again the message is clear: changes
in tax and transfer policy during the Reagan years contributed .
to the increase in inequality. '

On the other hand, these changes have p]aycd a relalively
small role in the overall increase in inequality since 198(). The
observed posttax, posttransfer Gini coefficient rose from .395
to .463, or by .068. With 1980 policies in place, the rise would
still have been 057, only 16% less. The surge in inequality since
the late 1970s owes far more to broad labor market and other
economic factors than to shifts in tax and transfer policy. ’

The Policy Verdict

Did policies enacted during the Rcagan Administration
make poverty and inequality worse? Yes. Culbacks in transfer
benefits helped increase both poverty and inequality. Changes
in federal tax policy helped increase inequality bul, on balance,
reduced poverty.

At the same time, it would be a serious mistake to attribute
the lack of progress against poverty and the increase in inequal-
ity entirely to these policy shifts. The extent of poverty and
inequality is determined by many social and economic force
besides social welfare policy. Beginning in the mid to late 1970s
and continuing throughout the 1980s, strong, poorly understood
market and demographic forces have been widening income dif-
ferences in the U.S. and making it harder for families to stay out
of poverty. Even if 1980 tax and income transfer policies had.
remained in place, the 1988 poverty rate based on adjusted in-
come would have been 11.2%, 1.3 percentage points higher than
it was in 1979. And the Gini coefficient for income inequality
would have been. 057 higher in 1990 than in T980.

No politically feasible set of transfer and tax reforms could
have fully counteracted these markel and demographic factors’
(Gramlich, Kasten and Sammartino, 1990, p. 18). Perhaps the
pollcy response would have parlly done so il persons hold-
ing traditional views of the welfare state’s function had been
in control. Instead, the temper of the times and the character
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of the Reagan Administration ploduced policy choices which
reinforced those [actors.

Implications for Poverty and [nequality in the Future

The rise in incquality is receiving greater public recognition
and has emerged as a target [or Democratic politicians. These
political developments, in concert with conlinued concern about
the deficit, have, as of this writing, thwarted Bush Administra-
tion proposals to reduce the capital gains tax, and are creating
‘pressure to modestly raise tax rates on high income persons.
The disequalizirig effects of the 1980s changes in the income
tax, therefore, will probably not Lontmue and may be reversed
to a small degree.

Child support obligations will be more widely respected and
enforced in the 1990s. This will help reduce poverty and wel-
fare dependence among single parent families. In addition, the
wark-oriented welfare reforms of 1988 will become more widcly
implemented in the 1990s and are likely to make a small con-
tribution towards reducing poverty among such families. There -
also appears to be increasing concern that ghetto poverty (lhe
“underclass”) and poverty among children can no longer be ne-
glected. Major initiatives to address these problems have not yel
been adopted, but may.emerge in the next few years.

In a fiscally conservative climate, it may well be possible to
reshape tax and social welfare policies in a manner that reduces
the level and growth of spending while preserving or even cx-
tendmb their antipoverty and equalizing impacts. The Reagan
Administration and Congress chose not to try. The recent past,
however, does not necessarily portend the future. There are
grounds for thinking that policy developments in the 1990s will
not contribute to greater poverty and inequality, and may even
help reduce them. If so, the American welfare state will return
to its long-standing function ‘of preserving and enhancing the
economic well-being of its inhabitants.
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Notes

L. Assessing ceonomic well-beingy i not the same as assessing, cconomic
performance, The latter might vonsider emplovment and praductivity
growth, the unemployment, inflation and exchange rates, and other broad
cconomic indivators. Taking the stance, thougly, that the main purpose of
ecanomic aclivily is to improve the material well-bwing of individuals, this
article foruses on measures of cconomic well-being,

The disaggregated figures refer Lo the mean inclead of the median The

trends would be neazly ideatical if medians were used. The discrepaney

is because the means are laken frome the US, House of Representatives

(1990, pp. 1092-1093), bul the median for all persons was taken fiom

Karoly (1990, table B-1) because this source had a lunger recard ol Jdata

un adjusted family income,

A In 1989 the poverty rates for these groups weres children, 19.6; apged 114
blacks, M1.7; Hispanics, 26.2; whites, 10.0 (U8, Burcan of the Census, Fi9ey,
pp. 37-59).

4. The results in table 4 are derived using the methad described in LS,
House of Representatives (1900 pp. 1031-1053) o statistically decompose
the change into several compaoneis, the analysis treats cach change inde-
pendenily. ul in reality changes in one caomponent affect the ofhers, For
example, transfers and laxes aflect work effort, choice of living arrange-
ments and Lanily structure, mud hence, the disteibution of markel incomes,
Market income opportunitivs affecl demographic choices and vive versa,
Thus, the findings do not necessarily show the carrect nel effect of each
. factor in the decomposition, [7L"~pll(‘ this qu. lhlu-llmn, the findings are
" suggeslive of the importance of the various (avtors,

X
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and the Reagan Domestic Agenda
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Income maintenance programs are a key feature of the American weifare
stade. The impact of the Reagan adwinisiration’s social welfave policies
are evamined in lhis article, which also speculates abowt the long-Term
effects of his successes on the future of incame maintenance programs.
Specifically, this article provides a brief historical background of income
nuiintenance programs, examines Reagan's idcological and strategic ap-
praach to deconstructing the welfare state, coaluates the domestic sue-
cesses of the Reagan wlministration, and explores the long-term impact
of Reagan's policies on the future of income maintenance pragrams.

A precise definition of income maintenance—at least within
the American context- -is elusive. Some policy analysts define
income maintenance programs solely as public assistance pro-
grams, such as Aid (o Familics with Dependent Children
(AFDC), General Assislance, and Supplemental Security Income
(SSI) (Karger and Sloesz, 1990). Others define income main-
tenance programs more broadly (o include public assistance
programs and social insurance programs such as Social Secu-
* rity, Unemployment Compensation, and Workers” Compensa-
tion (DiNilto and Dye, 1987). For the purposes of this article the
more inclusive definition of income maintenance will be used.

This article provides a brief hislorical background of income
maintenance programs and describes the major changes that
have occurred in those programs over the last fifly years. It
also examines the Reagan agenda for limiting (e income main-
tenance sector, and the major short- and long-term impact on
income maintenance programs resulling from Reagan adminis-
tration initiatives.
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The Pre-Reagan Welfare Slate

Since ils origins in the mid 1930s, the American welfare
state has been an amalgam of idcologically disparate programs.
Unlike Luropean welfare stales such as Brilain, the American
welfare state did not emerge from a coherent social vision. In-
stead, IFranklin D. Rousevell crealed a patchwork welfare state
in response to the social volatility of the Depression and the
need to salvage what remained of capitalism. Ongoing public
assistance-based incume maintenance programs for the poor—
what has been transformed into AFDC and SSI—were periph-
eral to the primary social insurance focus of the New Deal. Even
the tenuous security offered by the fledgling American welfare
state was uneven. lor example, unemployment insurance was
not gencrous in its benefits, and Social Security originally ex-
cluded certain groups of workers, notably domestics and agri-
cultural workers. Despite these flaws, public assislance-based
income maintenance programs grew because they addressed
importanl social needs.

The expectation that welfare programs would lead lo greater
equality, social justice, and the redistribution of income and re-
sources occurred in its most focused form during the Great So-
ciety and War on Poverty programs of the 1960s, a period that -
came to represent the halcyon days of liberal social welfare pol-
icy. Important social welfare policies of the mid-1960s included
the Food Stamp Act and the introduction of Medicare and Med-
icaid. At the same time, aggressive social plans were designed
that promised a poverly-free America and a nonsligmatized,
community based, and easily accessible system of social welfare.
To realize these objectives, the Johnson administration devel-
oped myriad programs designed to help low-income children,
families, and communities. Ingrained within these programs
was a belief that the welfare state could cnsure equality of op-
portunity and a redistribution of social, cconomic and political
resources, In one of the rare instances in recent American history
where rhetoric was backed up by fiscal resources, the number
of federal domestic aid programs rose from 200 to 1,100 from
the early 1960s to 1975 (Gilbert, 1986).

America’s brief flirtation with bold social welfare initiatives
ended by the early 1970s, and Liberals had few successes to
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point out when pressed to justify the massive expenditures of
the 1960s. While AFDC rolls lripled (from 3 million (u 9.6) from
1960 to 1970, social problems, such as drug addiclion, cime,
teenage pregnancy, child abuse, and mental illness continued {0
grow. By 1968 the Great Sociely programs had become unpop-
ular with the American public and stinging critiques of them
began to appear regularly in newspapers and magazines.

The American welfare state enlered a paradoxical period
with Lhe clection of Richard Nixon in 1968, While the bold
social experiments of the War on Poverly were terminated or
reassighed to mainstream federal burcaucracies, the more es-
tablished income maintenance programs—Social Sccurity and
AFDC—grew dramalically.! In addition, when Nixon took of-
fice again in 1972, he attempted to streamline income mainte-
nance programs by propesing a Family Assistance Plan (FAD),
which called for a guaranteed annual income to replace AFDC,
Old Age Assistance (OAA), Aid to the Blind (AB), and Aid to
the Permanently and lotally Disabled (A"TD). While the FAP
was rejected by Congress, the OAA, AB, and APTD programs
were federalized under a new program called Supplemental Se-
curity Income (SSI). Although the Nixon administration’s am-
bivalence toward social wellare was followed by lwo low key
presidencies, the relative lull in social welfare thinking from
1975 lo 1979 was abruptly shattered by the explosion of the
Reagan administralion.

Vision and Action: The Reagan Weifare State

Unlike the more pragmatic Nixon, Reagan viewed income
mainlenance through a highly ideological lens. Charles Ather-
ton (1989) outlines five propositions that sum up the New
Right‘Q—and by implication Reagan’s—socio-political philoso-
phy of income maintenance programs.

First, conservative analysts claim thal the welfare state is
paternalistic and antilibertarian. They argue that any state with
the power to shifl resources from one group to another rep-
resents a form of economic {yranny. As such, they focus on
the abridgement of the rights of those cocrced into subsidiz-
ing the poor. Second, Conservalives arguc that the welfare state
is both ineffectual and counterproductive. Third, Conservatives
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contend that the welfare stale is loo expensive, ils results are
spurious, and they doubt whether the gains made by welfare
programs justify spending 17% of the U.S. Gross National Prod-
uct (GNP). Fourlh, Conservatives believe that the welfare state
is based on faulty principles of social enginecring that even-
tually lead to centralized planning and a managed economy.
Lastly, the wellare state is viewed by many conservatives as
having lost sight of basic American values (Gilder, 1981). Ac-
cording to these critics, the welfare slate does nol reinforce the
work ethic; the goal of self-sulliciency, self-support, and self-
initiative; the importance of intact families (Mead, 1985); the
fiscal responsibilily of the parent Lo the child; and the notion
of reciprocity—lthe idea that recipients have an obligalion to
behave in a socially acceptable manner in return for receiving
assistance.

Reagan’s vicws on income mainlenance were informed by
the simple philosophy that the way o wealth and national in-
come growth—and out of poverly for the poor—was through a
vibrant, nonrcegulaled markelplace and personal initiative.
Shortly after assuming office, Reagan signed the Omnibus Bud-
get Reconciliation Act (OBRA) of 1981. Among other things,
OBRA substantially cut public assistance benefits and punished
recipient family heads who were trying to improve their eco-
nomic lot. After passage of the QOBRA legislation, AINC recipi-
enls found their child care expenses capped at $160 per month
per child; their deduction for work expenses limited to $75 per
month, and their carned income disregard (the first $30 per
month and one-third of income thereafler) eliminated after four
months. Combined with other measures, OBRA had a profound
impact on AFDC rolls, resulting in 408,000 familics losing eli-
gibility and another 299,000 having their benefits reduced. In
effect, 5% of the total AFDC cascload became incligible due to
OBRA, and about 35% of those who were working were ter-
minated (Moffitt and Wold, 1987, p. 248). Monlhly income loss
resulting from OBRA ranged from $229 in Dallas to $115 in
Boston. In addition, former AV1IIC beneficiaries in these cities
also lost Medicaid coverage. In Dallas, 59% of terminaled fam-
ilics could not secure alternalive health insurvance; in Boston,
27% (Moffitt and Wold, 1988).



Inconie Muaintenanee 49

All told, the budget cuts of 1981 resulted ina 11.7% redue-
tion in AFDC funding, sliffer eligibility requirements,'and a 19%
reduction in Food Stamps (other (ood programs were reduced
by 13%). In addition, the duration of unemployment insurance
was reduced by 13 woeks (Ray, 1989), Because of budget cuts
and other fiscal policies, the poverty rate in 1984 climbed to
15.3%, higher than any year since the carly 1960s (Karger and
Stoesz, 1990).

l‘or Conservalives, simple reductions in welfare benefits
failed (o get at the heart of the problem. What was needed was
preventive medicine: the transformation of the very tax slruc-
lure that generated Lhe revenues necessary for welfare benefits.
Conservatives justificd their position by arguing that il taxes
were less progressive, the rich would benefit; howcever, if the
poar were also provided rebates they would benefil- as well.
By exempting the poor from a pwdalmv and regressive lax
structure, Conservatives could cut the flow of vital revenues for
wellare programs and improve the lot of those in cconomic dil-
ficulty. Thus, lax policy became social welfare policy, but in a
manuner antithetical to the liberal umlmslandmg of both tax and

wellare policy (Sloesz and Karger, 1991).

Tax policy was repeatedly substituted for welfare policy dur-
ing the Reagan administration.? Claiming that the burden of
inllation disproportionalely affected those on limiled incomes,
Reagan’successfully argued for a tax cul soen after faking ol -
fice. The concept of using tax expendilures—indirect payments
through tax exemptions, credits, or rebates—as a proxy for di-
rect welfare payments was a relatively recent possibilily. In 1975
the Larned Income Tax Credit (EITC) was instituted whereby
low-income tax-payers were given a rebate. The EITC proved
lo be just the program Lhal conservatives were looking for as a
substitute for direct income maintenance payments.

Pespite the increases in EITC, the tax rebates failed to com-
pensale for the deep culs in welfare programs made under Rea-
gan. According Lo Kevin Phillips (1990), “Low-income families,
especially the working poor, lost appreciably more by culs in
government services than they gained in tax reduction” (. 87).
Morcover, because the wealthy continued to benefit from less
progressive taxalion, the income disparity between rich and
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poor widened. Between 1980 and 1990, the federal lax burden
for the richest quintile of taxpayers decreased 5.5%, while taxes
of the poorest fifth increased 16.1%. This loss of income occurred
despile the increased level of EITC payments (Greenstein and
Barancik, 1990).

Although public assislance ptugxams were an important tar-
get for Conservatives, the lion‘s share of federal cxpendilures
were in the social insurances. By the middle 1970s Social Se-
curity began to show signs of being in trouble. Between 1975
and 1981, the Old Age and Survivors Fund saw a net decrease
in funds with a deficit in the reserve of between $790 million
and $4.9 billion a year, an amount thal threatened to deplete
the reserve by 1983. Moreover, the prospects for Social Security
secmed bleak. While the ratio of workers supporling beneficia-
ries was one to three, by the end of the century the ratio was
expected to be two to one. The long term costs of the program
would have thus exceeded its projected revenues.

Through 1981 OBRA, the Reagan administration was able to
exploit the Social Security crisis by whittling away at benelits,
including the elimination of benefits for postsecondary students,
and restrictions on payment of the death benefit. These reduc-
tions were expected lo save the program $3.6 billion by 1983,
an amount insufficient to make up for future shortfalls. In or-
der to insure the future integrity of the Social Security system,
the Reagan administration quickly empancled a bipartisan com-
mission. Facing short and long-lerm problems, Congress moved
quickly and passed P.L. 98-21—lhe Social Security Amendments
of 1983. This legislation included various changes, such as a
delay in Cost-of-Living-Adjustments (COLA) and a stabilizer
placed on future COLAs. In addition, Social Security benefits
became taxable if taxable income plus Social Security benefits
exceed $25,000 for an individual or $32,000 for a couple. And,
by 2027 the retiremenl age was to be increased lo 67 for lhose
wanting to collect full benefits. Although People could still re-
tire by age 62, they would receive only 70% ol their benclits,
down from the current 80%. Lastly, coverage was extended:
new federal ecmployces were covered for the firsl lime, as well
as members of Congress, the president and vice-president, fed-
eral judges, and employees of, nonprofit corporalions. For 1990,
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these changes added over $308 billion to the Old Age Sur-
vivors Insurance and Disability Insurance Trusl Funds (Stoesy.
and Karger, 1991).

Although Liberals viewed the 1983 Social Sccurily reforms
as a success, the major Conservative victories were less appar-
ent. By trimming benefits through OBRA, Conservalives had
reversed cecades of steady expansion of the Social Securily pro-

rram; by increasing the regressive payroll tax through the 1983
amendnwnts they placed the solvency of the program squarely
on the shoulders of middle-income waorkers, Thus, while total
annual federal revenue receipts from income lax fell from 47%
lo under 45%, revenues from Social Securily increased from 31
to 36%. Senator George Milchell pegged (he resulting, income
redistribution from middle-income workers to the wealthy al
$80 billion (quoted in Phillips, 1990, p. 80).

Despile the conservative bent of the 1983 Social Security
Amendments, the sharp erosion of income experienced by recip-
ients of public assistance programs was not replicated in the so-
cial insurances. T'his was not for lack of creativity. Conservatives
fashioned privatized approaches o almost every governmen-
lal function, incliding the substitution of Indlwdml Relirement
Accounts (or Soctal Security. And, despite his campaign pledge,
Reagan tock on the social insurance programs. Throuph more
restriclive determinations for disability under Social Security,
the Reagan administration sharply reduced the number of ben-
eficiaries for disability payments. From 1981 to 1984, the number
of initial terminations for disability insurance were four times
that for the period of 1977-1980. Belween 1978 and 1983, the
number of disability bencliciaries declined by more than one
million, a reduction of 21.7% . Although aver half of those ter-
minated were o have thvn b@n(!fllb restored by 1987, the net
result was the termination of 37% of cases (Commitlee on Ways
and Mecans, 1990).

One of the arcas hardest hit by the Reagan administration
was Uncemployment Insurance (Ul). In 1975, over 75% of all
unemployed waorkers were caovered by UL by 1980 that number
had dropped to 50%; and by 1988 it has dropped to a record
low of 31.5% (Karger and Stoesz, 1990). Because rales of un-
employment insurance coverage differ on a slale-by-slate basis,
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these aggregate figures tell only part of the story. In states such
as Texas, Virginia, South Dakota, Louisiana, Arizona, Indiana,
Georgia and Florida, the percentage of workers receiving un-
employment benefits in 1988 was at or below 20%.

While the unemployment rate came down from a high of
9.7% in 1982 to 5.5% in 1988, the status of the unemployed did
not return to the 1979 level. Specifically, the typical person who
became unemployed in 1979 remained out of work for a shorter
period of time (10.8 weeks) than in 1988 (13.5 weeks). Moreover,
in 1979 there were 535,000 people who were unemployed for six
months or more compared to 809,000 people in 1988 (Shapiro
and Nichols, 1989). At the same time that spells of unemploy-
ment increased, federal and state changes in the Ul system made
it more difficult for unemployed workers to qualify for benefits.
For example, in 1988 it was more difficult for states to provide
extended coverage for an additional 13 weeks to workers who
had exhausted their 26 weeks of standard unemployment in-
surance benefits. In 1981, the threshold in which a state can pay
these extended benefits was substantially increased at the be-
hest of the. Reagan administration (Shapiro and Nichols, 1989).
In short, federal policies enacted during the Reagan adminis-
tration formed a disincentive for states to extend or liberalize
their unemployment insurance coverage.

Income Maintenance Programs and the Reagan Legacy

- The Reagan administration left an important ideological
legacy for the American welfare state, one that was cemented
through the creation of a massive budget deficit. The realization
of Reagan'’s ideological promises is best illustrated by the adop-
tion of the Family Support Act of 1988, the crowning domestic
achievement of his second term.

Although Conservatives were concerned about Social Secu-
rity, Ul, and S8I, their real attention had always been focused
on what they saw as the most vulnerable income maintenance
program—AFDC. Until the Reagan administration, welfare re-
form had a liberal connotation and reform proposals usually
called for expanding the scope, benefits, and eligibility of wel-
fare programs. However, by the 1980s conservative scholars be-
gan to develop plausible proposals for welfare reform, including
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serious proposals in the areas of workfare, community devel-
opment, and child welfare (Rabushka, 1980; Anderson, 1980;
Gilder, 1981; Meyer, 1981; Murray, 1984; Butler and Kondratas,
1987; Novak, 1987; Lind and Marshner, 1987). Within a short
period, the liberal hegemony in social welfare was confronted
by a group of scholars who held a vastly different view of the
limits, scope and responsibilities of the American welfare state.
‘Out of this melange of conflicting interests emerged the Family
Support Act of 1988.

The Family Support Act of 1988 was a compromise bill that
emerged from a Congress besicged by a huge federal budget
deficit. Although inherently conservativé, the Family Support
Act appeared moderate in light of the proposals coming .from
the Reagan White House. For example, an earlier proposal made
by the Reagan administration, the Low-Income Opportunity
Act, would have effectively eliminated a poor mother's enti-
tlement to support from federal welfare programs. This pro-
posal would have given states wide latitude in program
design, eligibility guidelines, beneﬁt levels, .and the allocation
of program resources.

Despite its conservative features, Representative Thomas
Downey, Chair of the House Subcommittee on Public Assis-
‘tance, hailed the Family Support Act as the first “significant
change in our welfare system in 53 years” (Eaton, 1988, p. 15).
Under this bill, $3.34 billion was to be allocated over the first five
years for states to establish education and job-seeking programs
for AFDC recipients. During 1990 and 1991 states would have
to enroll at least 7% of AFDC parents in “workfare,” and by
1995, the mandatory enrollment would rise to 20%. Although
the AFDC-Unemployed Parent program (covering two-parent
families) was made mandatory for all states, beginning in 1997
one parent will be required to work at least 16 hours a week
in an unpaid job in exchange for benefits (Rich, 1988). Among
the more progressive provisions of the bill were the extension
of eligibility for day-care grants and Medicaid for one year after
leaving AFDC. This bill also mandated the automatic deduction
of child support from an absent parent’s paycheck. Represen-
tative Dan Rostenkowski, Chair of the House Ways and Means
Committee (which oversees most welfare legislation), estimated
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impede self-sufficiency if beneficiaries were forced lo do make-
work instead of seeking real work in the labor market. Gar-
nishing wages of the noncustodial parent was also unlikely to
increase the economic independence of many female-headed
households or of low-paid male workers. In cases of marginal
incomes, garnishing wages of low-paid male workers can cre-
ate a disincenlive to work.

The Family Support Act also did not alleviale the long-
standing erosion of cash grants to poor families. AFDC benefits
currently remain below the poverty level for all slates, excepl
Alaska (Committee on Ways and Means, 1988), From 1970 to
1988, the median state’s AFDC benefit dropped 35% (in con-
stant dollars) as a result of inflation. In other words, if AFDC
benefits had kept up with inflation, beneficiaries in 1988 would
have received an additional $5.88 billion. The wélfare reform
bill would redistribute to the poor anly 5§7% of this lost incomc
($3. 34 billion) over a five year span. Morcover, cven this inad-
equate reallocalion would be diluted by channcling it through
a compulsory workfare program (Karger and Stoesz, 1990).

Lastly, the Family Support Acl bill failed to tackle one of the
most scrious problems in AFDC—the lack of a national AFDC
benefit standard. Specifically, this bill did not rectify a system
which allows states such as Alabama, Kenlucky, Louisiana, Mis-
sissippi, Terinessee, and Texas to award a [amily of three an
ATFDC grant of less (han $200 per month (Karger and Stoesz,
1990). (In comparison, Alaska, California, Vermont, and Con-
necticut pay the same family over $600 per month.) Despite its
obvious shortcomings, three fundamental values of the Reagan
administration were reflected in the Family Support Act of 1988:
reciprocity, produclivity, and familial responsibilily.

Reciprocity

Conservatives insist that welfare programs conlribute to de-
pendency and dysfunctional behaviors, especially when benefits
are nol linked to an expected standard of conduct. Charles Mur-
ray (1984) maintains Lhat the very system designed to help the
poor has created dependency by penalizing the virtuous and
rewarding the dysfunctional. Although reciprocity is promoted
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as a way to encourage socially desirable behavior in welfare
recipients, it is also becoming, a necessary component lo aid the
public credibility of welfare programs.

Productivity

In order to survive in a highly compuelitive global cconomy,
the U8, is forced to consider new ways ta more cffectively
utilize its labor force. Given the new economic realities, the
ascenddence of conservative values, and the severe budgetary
restraints, the federal government is likely to force social pro-
grams lo become more congruent wilh cconomic productivity.
Within this context, relief will be defined from.an emphasis on
welfare {o one of work. Allying welfare with produclivity will
also draw social programs closer to the American economic sys-
tem, a strategy lhal may be necessary lo justify future social
welfare expenditlures.

Familial Responsibﬂi!-_l/

Another ideological premise of the Family Support Act is the
belief that government should abandon its role as the “rescuer
of first resort.” Relreating to traditional values, this philosophy
dictates that biological parents have the ultimale responsibil-
ity to support their oftspring (thus justilying the stringent en-
forcement of child support laws). The values institutionalized in
the Family Support Act are likely to guide income maintenance
policies for at least the present decade.

To ensure that his domeslic agenda would not be temporary,
Reagan presided over the largest budgel deficit in the history
of the United Slates. The scope of the federal budget deficit
is difficult to grasp. While the 1989 Gross National Product
(GNP) of the United States was $5 trillion, the budget deficit
was rapidly approaching %3 trillion. In other words, the fed-
eral budget deficit equalled three-fifths of the entire GNP in
1989. In 1988 the world. traded a total of $2.7 trillion worth of
goods, less than the $2.83 (rillion U.S. federal budgel deficit in
the third quarter of 1989. Broken down, the federal debl ex-
ceeds over $13,000 for every man, woman, and child in the
Uniled States. By creating an enormous debl (from about $50
billion a year in the Carter term to between $145 to $200 billion
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a year in the 1980s), the Reagan vconomic legacy paralyzed the
growlh of fiscal-based income maintenance programs until the
next century.

While the Reagan administration could rightfully claim ma-
jor successes in reshaping American social welfare policy during,
the 1980s, its most important achicvement was in crealing a far-
reaching conservalive ambicnce. This lepacy is most visible in
the budget deficit reduction package of 1990,

The framewuork for the 1990 budget package was created by
the lax-culs of the first Reagan term, which contributed loan un-
precedented budyel deficit. Throughout the late 1980s, Congress
and the Reagan, then Bush administrations, postponed the day
when the budget would have to be reconciled with the Gramim-
Rudman-tollings Delicit Reduction Acl. However, facing o
huge revenue shortfall in 1990, the Congress and the president
were forced to develop a more viable budget package. Reflecting,
the diflicult consequences of any serious budget compromise,
the initial deal was cut beyond the view ol the public and press
at Andrews Air Force Base. Failing (o get past outraged lib-
eral Demaocrats and conservative Republicans (who hacd signed
a campaign pledge nol to raise taxes), anather round of bar-
gaining cnsued.

On October 27, 1990, the House and Senale approved sweep-
ing budgctary legislation thal made changes in numerous enli-
tlement programs, raised taxes, placed ceilings on defense
and non-entitlement spending programs, revised the Gramum-
Rudman-llollings deficit targets, and made impartant changes
in Congressional budget procedures. The next day, Congress
approved Lhe f{inal thirteen appropriations bills for fiscal year
1990 that set specific funding levels for hundreds of programs,
All told, these measures were designed Lo reduce the deficil
by $42.6 billion in fiscal year 1991 and $496 billion from 1991 {o
1996. After a decade of punishing program cuts, Liberals greeted
* the budget compromise with relief, since it increased domeslic
expendilures over a five year period by 422 billion (Stoesz and
Karger, [991).

The delicit reduction program consisted of five elements: (a)
reductions in entitlement programs, (b) reductions in defense
spending, (c) increases in user fees for government services,
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(d) tax increases, and (e) reduced inlerest payments on the na-
tional debt. Taken logether, this budgel package represented a
mixed bag of reforms. On the positive side, it contained pro-
gressive tax increases (the tax burden on the wealthy was to
go up more than for the middle class, and the tax burden on
households with incomes of less than $20,000 would actually de-
cline), the out-of-pockets costs borne by Medicaid beneficiaries
was reduced by two-thirds (poor Medicare beneficiaries were
shielded from the moderately higher Medicare rates), (ederal
programs largeted at poor or unemployed people were pro-
tected, Medicaid coverage was extended to poor children up
to age 18, low-income families with children were to receive
new or expanded tax credits under the EITC program (they are
slated to receive over $18 billion over Lhe next five years), iwo
new grant programs were cstablished o provide day care ser-
vices for low and moderale income families, and Medicaid was
expanded to include the functionally impaired elderly living,
at home. In addition, the budget package conlained increases
for Head Start, low income housing programs, and the WIC
program (Leonard and Greenstein, 1990). Significantly, Social
Security was safely “Off-budgel,” guarded by “firewall” proce-
dures in Congress (House Budget Committee, 1990). Congruent
wilh conservative values, the main beneficiaries of the budget
package were not public assistance recipients, but poor work-
ing families with children.

On the negative side, this package prohibited the transfer of
funds between defense and damestic appropriations for three
years, thus precluding any peace dividends. In effect, prohibil-
ing the transfer of funds betwcen defense and domestic bud-
get lines meant that social programs musl compete with each
another for a fixed amount of lunds, thercby making it more
difficull to fund new welfare initiatives. In addition, changes
in budgetary procedures shifted power from a relatively liberal
Congress to the more conservative Office of Management and
Budget (OMB). For example, any breach of spending ceilings
for defense or domestic nonentitlement programs will trigger
an across-the-board cut in that particular category of programs.
Hence, no enlillement program could be increased unless
such measures are offset by other entitlement programs or tax
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changes. The final arbiler of whether spending cellmgs have
been violated or whether new tax thresholds have been reached
is the OMB (Lconard and Greenstein, 1990).

Although the lax changes in the deficit compromise wcre
prognessxve, they did not pmfoundly affect the increasingly
skewed income distribution in the United States. A House Bad-
get Committec noted that the total lax increases under 1990
OBRA, 2.2% over five years, paled in contras! to the 1981 Rea-
gan tax cut of 16% (House Budget Comumittee, 1990). Morcover,
extension of Medicaid to cover every poor child is phased in
over a lwelve year period, meaning that all poor children will
not be assured of heaith care until October 2002 (Leonard and
Greenstein, 1990).

The successes of the Reagan administration seems likely to
influence income maintenance policy throughout the present
decade. Income maintenance ideologies thal slress reciprocity,
productivily, and familial responsibility represent a return to
traditional values of self-reliance, independence, individual re-
sponsibility, and the limited role of government. For Liberals
who advocate expanding sacial welfare programs, these values
represent a deterioration of the traditional liberal consensus thal
guided American social welfare palicy since World War I1.
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Notes

1. Although Nixon ended many of the experimental programs of the Great
Saciety, he did not curb welfare expenditures, which grew at a healthy
rate during his administralion. See Diane M. DiNitto and Thomas R, Dye,
Social welfare: Politics and public policy (Englewaad Cliffs, NJ: Prentice-Hall,
Inc.,, 1987).

2, Reagan's emphasis on using tax payments as a subslitute for direet welfare
payments was continued Lhrough the Tax Reform Act of 1986, As o result
of a compromise with Liberals who were concerned about the continued
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erosion af the income of the working poor, the Tax Reform Acl of 1986
effectively removed roughly 6 million low-income families from the tax
rolls, Instead of paying laxes, these familics received cash payments from
the Treasury through the EIT'C. On the other hand, Liberals also agreed
to a more regressive lax structure in which the previous fourteen income
graclations were collapsed into just twao,
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Becanse of the dominance of the private sector in health care in the Uniled
States, health conditions are not as susceptible to changes in public pol-
icy as they are in other Western countries. However, the clderly and
youpy children-are directly affected by the federal government’s health
cure poficivs and while both groups were the focus of wajor chaiges
infroduced by the Reagan administration, these changes were opposed
Iy Congress. Nevertheless, changes in health care funding and admin-
isteative arrangements have had a negative impact on the needy and,
i aeddition, they have been exacerbated by the Reagan administration’s
wider social and economic policies which have contribuled negatively to
the health conditions of the poor.

Analyzing the effect of the Reagan Administration upon the
American heath care system is a challenging task. The subject
is not health itself, but rather specific public health care policies
and programs. Health as it is conventionally defined is relatively
insensitive in the short run to political influence, due largely to
the multiplicity of personal and societal factors that influence
the health of individuals and groups, and the incremental effects
of these factors on health, Many of the traditional indicators of
health, such as infant mortality, for example, change slowly;
important rends can be scen only over long periods of time.
Also, most health care interactions occur in the private sector
(Litman, 1990), and under limited, if significant, government
influence.

There are two important exceptions to this generalization:
the clderly and low-income women and children, two groups
wha are called “dependent” by Preston (1984) cluie Lo the fact
thal they are not part of the work force and are largely sup-
ported by that work force. It is within these (wo groups thal
the effects of governmental policy are most evideny; this analysis

63



ol [ournal of Sociology & Social Weltare

focuses on low-income mathers and children, the most depen-
denl of these two groups.

This paper analyzes the Reagan effect on American health
care by first describing the Rva;,an agenda and- actions by the
Administration. Next we assess carly reactions by health ad-
vocates, and finally we examine the immediate and long-lerm
effects of the Reagan Administration’s actions an the American
liealth care system.

The Reagan Mroposals For Health Care

It is natable that the Reagan speeches do not contain refur-
ences to a “health agenda”; health apparently was not a cam-
paign issue nor a major parl of the “Reagan revolulion’ excepl
as it concerned the financing, ol health cave. Greenbery, (1980)
noled that “Health policy, in lacl, was barcly touched onin the
campaign” (p. 1542). Davis noled in 1981 “The most striking
gap in the Reagan Administration health policy is the absence ol
any posilive agenda to aderess pressing problems in the health
care sector” (p. 328). Indeed, in one of the President’s Tew di-
recl comments on health in a specch an the annual meeting of
the American Medical Associalion (June 23, 1983), the 'resident
concenlraled on health financing vather than health itself:

Flealth care cosls are consuming a growing portion of the Nation's
wodlth, and that is wealth that cannot be spent on educalion ar
housing or other social needs. . s high time that we put health
care costs under the knife and cut away the waste and inefliciency.
{p. Y07-908)

He alsu reiterated a traditional, and arguable, consvrvative
position:

We have the best health care in the world, because it has remained

private (p. 908).

The health-related issue thal did dominate the Reagan cam-
paign was abortion, although it was cast nol as a health issue
but as a moral one. There is no doubl that Reagan presented
himsell as opposed 1o aborlion. He stated this position dur-
ing Lhe Presidential campaign and courted support from the
pro-lifc movement. Early on in the Administration, he stated
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his position on abortion bul ik not support a constitutional
amendment to ban aborlion:

Now, | happen to have belicved and stated many timwes that |
believe in an abortion we are taking a humaa life, Butif this is once
delermined, then there isn't really any need for an amendment,
because once you have delermined this, the Constitution abready
protects the right to human life. (March 6, 1987, p. 212)

Nathan and colleapucs (1987) summarize the preeminent
goal of the Reagan Administration as retrenchment in social
“policy in the broad sensc. Toward this end, the Administration
proposed a new philosophy of government, his New Peder-
alism, and economic renewal initiatives as operalionalized by
redductions in spending.

New | ederalisim

Reagan made his views on the role of government known
at the moment of his inaugural address, January 20, 1981, call-
ing povernment the problem rather then the solution: “It s
time lo check and reverse the growth of government, which
shows signs of having grown bevond the consent of the pov-
erncd” (p. 1). These comments and the proposals thal (ollowed
focused on the Federal povernment, allthough Nathan (1987)
raises evidence to indicate thal the Administration intended to
achicve retrenchment at all levels of government. The Reagan
analysis concluded that Federal government had grown beyond
the intent of the Conslitution. This growth in the size and role
of the Federal Administration was attributed to the influences
ol spuecial inlerest groups on the Congress. The Constitutional
argument led the Administration to propase the stralegy of
relurning, powers and responsibilily to the states: “It is my inten-
tion to curb the size and influence of the Federal establishment
and Lo demand recognition of Lhe distinction between the pow-
ers granted to the Federal Government and those reserved (o
the Stale or to the people” (January 20, 1981, p. 2).

Block Granis

The vehicle for implementing the New Federalism (devolv-
ing power to the stales) was to be block grants, lump-sums of
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moncy designaled far broadly defined purposes to be spent ac-
cording to the needs of the individual states. Block grants had
their beginnings in 1966, when nine formula grants for var-
ious hcalth programs (dental health, wberculosis, etc) were
combined into the Partnership in tealth Act. The principle
that guided government’s involvement in ils citizens” health
as the Reagan Administration assumed power aripinated with
the Sheppard-Towner Act in 1921 and resulled in the Federal
grants-in-aid system that was institulionalized in the Social Se-
curity Act in 1935. Title V of the Acl was the vehicle through
which the Federal governmenl funded services to mothers and
children, through grants-in-aid lo the stales on a matching ba-
sis. An enormous number of categorical programs developed
over the years, creating a palch-wark system of health care,
Now President Reagan proposed consalidating all or part of
83 of these categorical health programs into six human-service
block granis of $11 billion, claiming that the calegorical pro-
grams burdened the states with regulations and paperwork:

Incffective targeting, wasteful administrative overhead—all can be
climinaled by shifting the resources and dedision-making author-
ity to local and State government. This will also consolidale pro-
grams which are scattered throughout the Federal bureaucracy,
bringing government closer Lo the peaple and saving $23.9 billion
over the next 5 years. (February 18, 1981, p. 111)

The earliest objective of the Administralion was to creale a
single health care block grant in which all of the discretionary,
categorical Federal health care programs would be included. lo
implement this proposal, however, required agreement from a
large number of congressional commitlees that had jurisdiction
on various pieces ol legislation. Important Congressional lead-
ers like Robert Dole (Republican of Kansas), who chaired the
Senale Finance Committec and had jurisdiction over all of the
Social Securily Act programs, would not relinquish any author-
ity. Thus, Congressional opposition led o legislation for four
block grants. These were: the alcohal, drug, abuse and commu-
nity menlal health grant;the preventive health services grang;
the community health centers grant; and the Maternal and Child
Health (MCH) Services Block Grant (Iglehart, 1983).
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The MCHL Block Granl L(maohdalod seven previous cale-
gorical programs: the basic MCH program (which provided -
maternity and infant health care and pedialric services), Crip-
pled Children’s Services, special services [or disabled children
receiving Supplemental Security Income, lead-based paint poi-
soning prevenlion, Sudden Infant Death Syndrome services, ge-
netic screening and counseling services, hemophilia treatinent
services, and the adolescent pregnancy program.

The legislation to implement the block grants was carefully
crafted. The Administration had done a tremendaus amount of
homework to identily all the relevant pieces of legislation and
the corresponding citations and cross references o the health
legislation. In addition, they carefully identified all of the rop-
ulalions attached 1o these laws as the regulations were offen
highly prescriptive.

The legislative vehicle for enacling the block grant cansoli-
dations was the Omnibus Budget Recanciliation Act. Using this
process, the Administration was simultancously able to circum-
vent [he process of Congressional hearings and debate and at
the same time, achicve the budget reductions. David Stackman,
the Director of the Office of Managcement and Budgel, was able
to use the reconciliation process in Congress to evade the pow-
ers of the appropriations commiltees and introduce program
changing legislation through the budget bill. That procedure
has dominaled Federal policy-making ever since and introduced
the acranym, OBRA (The Omnibus Budgel Reconciliation Act),
into the American political lexicon, (The maost recent Congyress
enacted a new budgelary vehicle called “pay-as-you-go” that
replaces OBRA (Congressional Quarterly, 1990).)

In addilion to creation ol the block grants, the Administra-
tion made changes in Medicaid that enhanced stales” abilitics
to limil bencfits. Medicaid is a partnership between the Federal
government and the states, with stales permitted to set elipi-
bility standards and reimbursement levels within broad Fed-
eral guidelines. Changes in 1981 permitted states (0 negoliale
rates of reimbursement rather than paying “usual and custom-
ary” rales, and allowed stales Lo assign recipients to providers
inslcad of selecting the providers of their choice (Nathan &
Doolittle, 1987). )
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Deregulation

As part of devolving power down to the state level and
restructuring the Federal role in Lhe funding of programs, the
Reagan Administration sought specifically 1o reduce regulation.
The regulatory aspecls of heallh care seem (o have been imbed-
ded in a more fundamental assessment ol government regula-
lions as interfering with the competitive forces of (he market
place. And on this issuc the Administration had done its home-
work; in a February speech, President Reagan already knew the
number of pages of law and regulations thal would be reduced
by block grants and deregulation:

In the health and social services arca along, the plan we're propos-
ing will substanlially reduce the need for 463 pages of [aw, 1,400
pages of regulalions, 5,000 Federal employees who presently ad-
minister 7,600 separate grants in about 25,000 separate locations.
Over 7 million man and woman hours of work by State and local
oflicials are required to fill ot rovernmunl (orms. (February 18,
1981, pp. 114)

In the case of health care, however, the drive to deregulate
was tempcxed somcwhat by the self-interest of the Federal gov-
ernment in reducing ils massive health care expenditures. The
Administration belicved thal competition would reduce health
care costs (January 27, 1987, p. 70), and ciled the experience of
the Carter Administration in lrying to reduce the expansion of
health care costs through regulation. Certificates of Need and
other cost containment strategics were generally seen as failurces,
although evaluation data were scarce and could be interpreted
as showing some slowing of the expansion of hospilal capital
costs ([2itvis, 1981). Reagan introduced the conservalive notion
of trealing health carc as a commodity and using competition
in the market place as the vehicle for reduced expenditures.

One case involving Federal regulations illustrates the Presi-
dent’s tendency to approach social policy issues through ancc-
dotes and his preference lo address them through personal
intervention. Early in the Administration, he learned of the
plight of Katie Beckelt:

Thu incident of jusl a few days ago that 1 know you're all aware
of—thal almosl accidentally came to our allention—of the litlle
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3 1/2-ycar-old girl who had never lived at home with her parents
and coukdn’t, actually, because of a regulation with regard to the
government granl lhey had to have for medical expenses of 10
to 12 thousand dollars a month. And Dick Schweiker found out
within 24 hours afler we made it public that, by golly, he could
change that regulation and got it changed. And I had the pleasure
of calling those parents and speaking to them and their unspeak-
able happiness that the fact thal their little girl was going (0 come
home. (November 18, 1981, p. 1072)

Katic Beckett was a child with serious chronic lung, dis-
ease owing lo premature birth and resulling in dependence
on an arlificial respirator. She spent much of her youny life in
hospital. Undler the SSI-DCP (Supplemental Security Income-
Disabled Children's Program), Katic was clipible for S5I bene-
(its and Medicaid while hospitalized. The Becketts, an educated
family, wantled to lake Katie home and take care of her with
home-based lechnology. Were (his to happen, however, Katie
would no longer be eligible for 551 and Mudicaid because her
parents’ income would be counted. Despite the fact that the
government could have saved thousands of dollars in expen-
sive hospilal costs, they would not provide Medicaid to Katie
once she went home.

This little case—you know an example of whal we're trying, to cure
is this one that, God bless themy, Dick Schweiker grabbed a hold
after I madle it public the other day of the little girl out in fowa, and
how quickly we macle this change. To think that our government—
and | was wrong; | had old-fashioned figures when [ said $6,000.
It was costing belween $10,000 and $12,000 a month for Medicaid,
and even the doctors said she should be home, that she'd be better
off al hume, and it would cost $1,000 a month at home, Bul that
was more than her family could afford, so they couldn’l take her
home because they couldn’t take over the cost. But here was the
government shelling out $10,000 or $12,000 cvery month, when
a silly regulation stood in the way of them getting il for $1,000
a month. Dick found a way lo ignore thai, make an exception to
that regulation, butl you wonder how many more cases are oul
there in the country like thai. (November 19, 1981, p. 1076)

The President’s decision, of course, was correct. The policy
was foolish and short-sighted. However, rather than undertake
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a comprehensive reform of the way Medicaid, SSI and other
Federal programs for the disabled interacted to create disincen-
tives to appropriate care, Reagan preferred to solve the single
dramatic case. Regulations were subsequently written to allow
states to seek Medicaid waivers in the cases of other ventilator-
dependent children. :

Reductions in Spending

As'the 1970s drew to a close with steep increases in the cost
of health care and rising Medicaid and Medicare expenditures,
cost containment was the major by-wo:d -Federal efforts to cur-
tail health care costs had been evident in efforts by Presidents
Nixon, Ford, and Carter in the 1970s to set limits on reimburse-
ments to hospitals and physicians (Aaron & Schwartz, 1984).
Further efforts were made by state governments (Bovbjerg &
Holahan, 1982). Thus when President Reagan assumed com-
mand in 1981 cost containment as already a major heath care
issue, and much of the focus was on the cost of the Medicaid
and Medicare programs.

Two areas were prime targets for spending reductions: the
entitlement programs of Medicaid and Medicare, and the new
block grants. The powerful lobbying arm of senior citizen
groups made Medicare (Title 18 of the Social Security Act, en-
acted in 1965) less of a target than Medicaid. Moreover, Medi-
care, which financed medical services for the elderly, enjoyed
wide popular support, in part due to its image as an insurance
program, in contrast the Medicaid, which was viewed as wel-
fare. Nevertheless huge Medicare expendilures were a major
concern of the Administration’s as they had been of previous
administrations. Doomsayers predicted the complete collapse of
the Hospital Insurance Trust Fund and the Medicare program
itself (McCarthy, 1988). As a result, Public Law 98-21, the Social
Security Amendments of 1983 were enacted to limit Medicare
spending.

The new legislation limited spending by creating a system
of prospective payments to hospitals based upon a system of
categorizing all diagnoses into 383 Diagnosis Related Group
(DRG) categories with preset reimbursement levels. Certain ad-
- justments were made to the payments made based on location
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of hospitals (urban vs. rural) and local differences in wage rales.
Although hospital costs for the Medicare population nonelhe-
less continued to rise, DRGs did result in reduced admissions
and lengths of stay for the Medicare papulation (Dougherly,
1989). Although the effects of the DRG system on the qual-

ity of care for the elderly are more difficult to ascertain, many
physicians feel that pressures on phyq:cmnq to reduce costs
are resulting in patients being discharged “quicker and sicker”
(Dougherty, 1989).

Medicaid (Title 19 of the Social Security Act, also enacted in
1965), which financed health care for certain categories of poor
persons who were believed to lack access to care, was origi-
nally almost a tack-on to Medicare and was generally believed
to be quite unimportant. It was a Federal grant-in-aid program,
with the amount of Federal match (between 50 and 80%) being
higher for states with Jower per-capita incomes. The popularity
of Medicare lay in part in its image as an insurance program,
in contrast with Medicaid, which was viewed as “welfare.”

' The Federal government had become a major payor of
health care costs through Medicare and Medicaid; the two pro-
grams accounted for more than 39% of all Federal health care ex-
penditures in 1980 (U.S. Health Care Financing Administralion,
1988). Because Medicaid and Medicare are entitlement programs
(open-ended, and all eligible persons must receive included ser-
vices), Administration objectives to reduce Federal taxing and
spending had to be met through mechanisms other than restruc-
turing to block grants. (On the other hand, Nathan and Doolittle
(1987) maintain that Reagan hoped to restructure Medicaid to
a functional block grant.)

Thus, claiming that the program was nol cost-cffective, the
President proposed: “. . .to put a cap on how much the Federal
Government will contribute, but at the same time allow lhe
States much more flexibility in managing and structuring the
programs (February 18, 1981, p. 111).

There was an early proposal to swap Federal and state re-
sponsibilities for Aid to Families with Dependent Children
(AFDC) and Medicaid (State of the Union, January 26, 1982,
p. 76). Under this plan, the Federal government would have as-
sumed all the costs for Medicaid while the states made
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welfare-AFDC-an. entirely state program. Legislation to imple-
ment the idea was never proposed, perhaps due in pari to oppo-
sition by the National Governors’ Association (Iglehart, 1983).

In the 1981 OBRA, the Administration reduced spending
in two ways. PFirst, the eligibility level for AFDC was reduced.
Thus in 1982, at the end of a recession with increasing pov- .
erty, there were 597,000 fewer recipients of AFDC than there
had been in 1980 (U. S. Social Security Administration). Because
AFDC conveys automatic eligibility for Medicaid, these women
and children also lost their health insurance. After a decade of
improvements in access to health care for low-income women
and children, advocates feared reversals.

In fact, some reversals did occur-in prenatal care utilization, '
for example. Low-income and’'minority women, who do not
generally receive the same level of prenatal care during preg-
nancy as mote advantaged women, but whose risks for poor
pregnancy outcome are greater, made significant improvements
during the 1970s that generally were attributed to Medicaid and
Federal Maternal and Child Health programs (Davis & Schoen,
1981). As Figure 1 shows, these gains were partially lost in the
1980s, although of course it is not possible to demonstrate con-
clusively why this occurred. Health advocates:were particularly
concerned that no progress was made in improving prenatal
care for black women.

It was in the area of lost benefits that the President’s greatest
image problem plagued him. The President played on the oid
‘American notion of a truly needy class and the existence of .a
safety net of supports to meet their basic needs. The net was
intended to prevent the undeserving poor, the working and
able-bodied poor, from benefiting:

We will continue to fulfill the obligations that spring (rom our
national conscience. Those who, through no'fault of their, own,
must depend on the rest of us—the poverty stricken, ihe disabled, .
the elderly, all those with true need—can reset assured that the
social safety net of programs lhey depend on are exempt from any
cuts. (February 18, 1981, p. 110)

A cartoon by the syndicated cartoonist Dan Wasserman is
* illustrative. It portrayed David Stockman, Director of the Office
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Figure.1

Percenl of pregnuant women recicving adequale preuatal care and inadequate
care by race, 1970-88
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Source: Vilal Stalisli&s. National Cenler for Flealth Statistics.

of Management and Budget (OMB) and the chief architect of
the Reagan budget proposals, in four frames saying, “To sim-
plify the fight over budget culs,” “we’re. planning an elimina-
tion lournament. ..” “The farmers can take on the elderly, the
jobless vs. the school kids, etc.” “The winner gets to.go one-on-
one wilh the Pentagon.”

The President clearly brislled al this image of cruelly:

Contrary to some of the wild charges you may have heard, this
administration has not and will not turn its back on America’s
clderly or América’s poor, . . The entitlement programs thal make



74 Journal of Saciology & Sé)cial Welfare

up our safety net for the truly needy have worthy goals and many
deserving recipients. . .Don't be fooled by those who proclaim
that spending cuts will deprive the elderly, lhe needy, and the
helpless. . . (January 26, 1982, pp. 74~75)

In 1986, James C. Miller succeeded Stockman at OMB. Was-
sermann portrayed a Congressman asking, “Mr. Miller, you call
for culs in Food Stamps, Medicaid, nutrition and job training.”
“How does that square with the President’s pledge not to bal-
ance the budget...” “on the back -of the man who is poor?”
And in the final frame, Miller replied, “Congressman-these cuts
would mostly affect women and children!”

‘The second proposal to cut costs was to reduce the Fed-
eral burden for Medicaid by placing a cap on the percentage of
Federal contribution to the program. Congress, under pressure
from the natipri’s governors, modified this proposal to reduce
the percentage of Federal maiching to Medicaid. The net ef-
fect was a 5% reduction in Federal expenditures for entitlement
programs between 1981 and 1982 (p. 50).

Figure 2 shows the number of Medicaid recipients and ex-
penditures from 1972 through 1988 and demonstrates two im-~
portant facts. First, the cuts in numbers of recipients  are not
obvious; this .is due to the effects of the recession of 1981-82,
with Increasing numbers of persons qualifying for Medicaid de-
spite stricter requirements. 1f not.for the slricter requirements
that moved many women and children from AFDC eligibility,
there would have been a steep increase in AFDC-based recip-
ients during the early 1980s, Second, despile moderations in
the number of recipients, costs continued to climb due io the
increasing cost of health care. This is parlicularly evident for
non-AFDC-based recipients, who are mostly comprised of el-
derly and disabled recipients. The bulk of Medicaid payments
for this group consists of hospital and institutional care costs,
which are very expensive.

Creation of the block grants also provided the opportunity
to reduce spending. Part of the rationale for block grants was
that greater efficiency and reduced duplication would reduce
wasleful administrative costs (Omenn, 1982). Yet the General
Accounting Office (1982) was unable to find evidence that block
grants resulted in cost savings. (This appeared to be due to Lhe
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Medicaid recipients and payments by besis of eligibility’, Fiscal 1972-88.
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lack of requirements for evaluation and accountability by the
states.) Reductions in spending authorization varied amang the
four block grants. Mental health and preventive health services
were reduced by the 25% that had been proposed; the Maternal
and Child Health (MCH) Block Grant authorization {evel in FY
1982 was about 13% below the total (in real dollars) for the
individual categorical programs in fiscal 198I (Iglehart 1983).
(See Figure 3.)
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Figure 3

Title V or MCH Block' Grani Appropriations in nominal and 1967 C.P.1.
ndjusicd dollars, Fiscal Years 1967-89.
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Successes and Failures of the Reagan Proposals

Reactions to the Reagan Administration’s plans and pro-
posals were swift and generally full of rhetoric. Some feared
polio epidernics (Boston Herald American, February 11, 1982)

or “dead babies” (Boston Herald American, November-25, 198[),
whtle the ‘Children’s Defense Fund called Reagan policies “an
unconditional war on children” (Boston Globe, 1982). Statislics
on child deaths due to Administration policies were widely
quoted (Common Health, 1984). "
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More restrained reactions also emerged. Davis (1981) noted:

This policy represents a profound.shift in direction in the health
sector. [t encompasses a far-reaching rcexamination of the role of
the federal government in financing health care services, admin-
lf-termg direct programs to promate: preventive and primary care
services, regulating costs in lhe health seciar, sponsoring biomed-
ical behavioral, and social science research, and supporting the
training of health professionals, (p. 312)

The Block Grants

Rosenbaum (1983) of the Children’s Defense Fund, a Highly
effective child advocacy group, noted some positlves in the
MCH Block Grant, including some useful guidelines for plan-
ning. In fact the MCH programs had always been very loose
with regard to regulations, and the Block Granl provided some
improvements. For example, aithough no negulalions‘ were
included to guarantee implementation, OBRA 1981 prohibited
discrimination and contained requirements Lhat addressed the
issue of quality of care,

But neither did.the block grants come out of the Congress in
the way Reagan had originally proposed. Congressiorial com-
mittees exercised their influence, and spccial inlerest groups
were not about to be pushed- aside. Presidenl Reagan com-
plained that his plan to consolidate 86 “duplicative, regulation-
ridden” programs into block grants had beer rejecled and crit-
icized the legislation (June 19, 1981, p. 545}

First, many of the measures that are needed to curb the automatic
spending programs have not been adopted. These reforms would
target programs more directly loward the truly needy while thcy
help to climinate waste and abuse.

Unfortunately, the House comimittee has adopled owly one-

" third of the savings that thesc reformis would bring, And the result,
if unchallenged, will be $23 billion in additional red ink and in-
flationary pressure’in the next several years. Doing only one-third
of the job is not good enough.

Sccondly, certain House committees have not yel ILCLIVEC‘ the
message of last November Lhat the American people wanl less
burcaucratic overhead in Washington aind less red tape typing up
Stale and local- govcrmnent i - .

(R}
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Nonctheless, onc year after taking office, President Reagan
would report the success of his New Federalisn:

Togrether, after 50 years of taking power away (rom the hands of
the people in their Slales and local communilics, we have slarted
relurning power and resources to then (funuary 26, 1982, p. 73)

Not only did Congress not pass the block grants the way
the 'resident wanted; they were not implemented as the Presi-
dent had hoped they would be. States used a number of tactics
ta blunt the effects of the block grants. Feldman's (1985) study
of the impact of MCH Block Grant cuts on [live states (Texas,
Massachusetts, Michigan, New York, and California) and four
large urban areas (Boston, Detroit, New York City, and San An-
tlonio) found that states used “carry-over” funds and increased
their own contributions to block grant programs (o reduce the
impact of spending culs. Sume states delayed implementing the
block grant mechanism for a year. There was great variability
in cilics” abilities to draw on other funds, however. With the
exceplion of San Anlonio, real service reductions did occur in
malernity and pediatric services. Nathan and Doolittle’s (1987)
extensive study of Lhe effects of Reagan's palicies on the slales
also emphasizes Lhe states’ successes in forestalling many effects
of the cuts. This expansion occurred through the replacement
of liederal funds with state dollars, new fiscal coping mecha-
nisms, delaying measures, and administralive reform. Some 38
stales raised taxes and increased real spending during the years
1984-86 (GAO, 1984; Nathan, 1987). Indeed, their study showed
that several states used the increased flexibility in Medicaid to
expand their programs, rather than contracting then.

Perhaps most important, however, is that aller an initial pe-
riod of dramatic success, a kind of political blitzkrieg, Congress
reclaimed authority and after 1981, rejecled most of the Ad-
ministration’s proposals for further budget culs and even ap-
proved some new domestic spending. Most notable, in 1983,
Cangress reacted o the sletp recession of 1981-82 with an emer-
pency jobs act that added $2.8 billion o domeslic programs,
including many of those cut in earlier years. For example, pas-
sage of the bill added $105 million to the original $373 mil-
lion appropriation to ‘litle V. The FY 84 appropriation had been
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$399 million, 35 percent lower than necessary lo maintain 1980
service levels (Feldman, 1985). Federal aid outlays stayed about
the same (in real dollars) from 1982 through 1984, then increased
in 1985. Outlays were below the 1981 levels, bul considerably
above whal the Reagan /\leuusllatlon had planned (Nathan
& Doolittle, 1987).

Medicaid Reductions

President Reagan’s cfforts o reduce l\'lud?;nid also were
short-lived Although OBRA 1981 reduced the Federal malch
for Medicaid, tolal Medivaid expenditures increased cach year
between 1979 and 1987 (1uealth Care Financing, Administration,
1988). (T'his occurred despile changes in AFDC that removed
over half a million recipients from the program.) Moreover,
while the President was working to reduce Medicaid, child
health advocates were working to expand the program. In 1984,
Federal matching levels wore relurned Lo the levels they had
been in 1981 (Children’s Defense Fund, [984). Other changes
that year returned Medicaid to many familics by restoring their
ATDC cligibility.

That year also marked the beginning ol a scries of expan-
sions thalt included the Child FHealth Assurance Program
(CHATD). The Children’s Defense Fund called these changes,
which uncoupled eligibility for Medicaid from calegorical pro-
grams such as AFDC, “the biggest wctmy in Congress for poor
children and families in several years™ (p. 1). Obery, (1990) doc-
umenls how legislation passed cach year beginning in 1984 cx-
panded Medicaid to include women who were pregnant for
the first lime, women in hwo-parent families, and children from
birth to age live, and then age eight. Stales were tirst permitted
in 1985 to include individuals up to 100% of the Federal pov-
erly level, then permitled to include those up to 185% and in
1988 required to include those up Lo 100% (OBRA 1989 further
mandated pregnant women and children with family incomes
less than [33% poverty.)

Communily Health Centers

A major failure of the Reagan plan was the destruction
of Community Health Cenlers (CHCs), identified carly by the
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Administration as an “infrastructure for a national health ser-
vice” (Clark, 1984). CI17< Liepan as part of the War on Poverly,
and were designed lo address the problem ol lack of access (o
health care in many areas. I'reeman, Kiecoll, and Allen’s (1982)
analysis of a large data set on two surveys in five communitics
found thal CHCs were the primary source of care for many low-
income persons-disproportionately so for children. Moreaver,
they found CHCs (o reduce the use of more expensive hospital
clinics and emergency rooms and to lower hospilalization rales.

The Community Health Centers (CHC) program had been
funded in FY 1981 at $324 million; 845 centers were funded o
serve about five million persons wha were mostly women and
children (Wallace, 1983). Funding for the converled block grant
was $281 million in FY 1982, but was increased 1o $360 in FY
1983 (Library of Congress, 1984).

WIC

Reagan also wanted Lo fuld the Special Supplemental Nulri-
tion Program for Women, Infants, and Children (WIC) into the
MCH Block Grant (Rush, 1982; Food Research Action Cenler
1983), but Congress rejected this idea, as well as cuts that would
have reduced funds substantially. (The WIC program, enacled
in 1972, provides certain highly nutritious foods, and nutritional
counscling, for pregnant and lactating women, and youny chil-
dren. Services are available (o low-income women and children
who are deemed to be.at nuiritional risk. Allhough the cvalu-
ation dala are mixed (Rush, 1982), most MCI advocales sup-
port the program (Paige, 1982).) The President did manage to
cut other nutrition programs by about: one third in inflation-
adjusled dollars (Robbins, 1983).

The WIC program was lhe source of a major confronlation
between the President and the health community. The Food Re-
search and Action Center (I'/RAC) had released data in 1982 that
it claimed showed increasing infant mortality in many stales
and linking those increases to propuosed cuts in the WIC pro-
gram, There was wide press coverage, and Edward N. Brandt,
Assislant Sectetary for Health, DHHS, festified before a Senate
subcommittee. Although Brandt’s testimony mainly consisted of
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clarifying the data and noting some true mcthodological short-
comings of the FRAC repart, this controversy contributed lo
President’s cold-hearted image.

When the political cost of attempts lo cul WIC became too
greal, the President (with the support of Senators Robert Dole
and Jesse Helms) conceded the need for the program for preg-
nanl women and infants bul attempted to remove older children
(rom the program. Again, the President failed and WIC was left
relatively untouched.

Rescarch

Two health-related areas did receive the President’s support.
The first was Federal funding for research. The only area of ox-
pansion of the Federal health budget in 1982 was the proposed
$168 million for the Nalional Tnslitutes of Fealth (Davis, 1981),
How this occurred is not entirely clear, but the President’s in-
dustrial and business supporlers placed high value on the na-
tion’s scienlific position (Greenbery, 1980) and DEFIES Sccretary
Richard 8. Schweiker was a vigorous advocate of the National
Institutes of tlealth (Iplchart, 1983).

During the campaipn Reagan had crilicized the Carter bud-
gel cuts for rescarch (Greenberg, 1980), The President’s an-
nouncement of a $100 million increase for biomedical research
churing his 1982 State of the Union message was the only health-
related reference in the speech (p. 73). In fact, Congress ap-
proved considerably more than the Administration requestud
(I:lehart 1983).

Yet although rescarch fared well, the related item of data and
information systems did not do well. Onc of the early viclims of
the Administration’s cuts was the Morbidity and Morlality Weekly
Repart (MMWR), a publication from the CDC. For 20 years, the
MMWR had become a trusted and valued publication, sent free
to Lthousands of official agencies and practicing physicians. As
a budget-saving device, the Administratian initialed a very ex-
pensive subscription that had the effect of reducing circulation
of the MMWR dramatically. ILis not casy to interpret this event.
By reducing the availability of the MMWR the Administration
undermined the nolion that a Federal agency might be viewed
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as highly effective and essential. The effort also fits with other
efforts to reduce Federal data systems (Relman, 1982).

These other efforts include culs in nalivnal health inlerview
surveys, and reductions at the National Center tor Health Statis-
tics. It is possible that the Administration intended to limit the
availability of Federal information as a method of preventing,
any links belween Federal cut-backs (in budpet and role) and
adverse health outcomes [or the population. If the information
was not available, then crilics could not draw the associations,

Medicare

The second health-related area that was (he subject of the
Administration’s interest concerned cataslrophic health care
coverage for the clderly. In contrast to the President’s dedica-
tion to reducing social services programs and spending, and in
opposition to many of his usual allies, he declared his interest in
this program al his 1986 State of the Union address. On July 1,
1988, he signed the Medicare Calastrophic Caverage Act of 1988
(P1. 100-360). The bill marked the most significant expansion of
the Medicare program since its 1965 inception (Iglehart, 1989).

The program would have expanded Medicare to include in-
surance against (reatmenl for major acute illness, and il also
ended the necessily of one spouse’s becoming impoverished in
order to entille the other to Medicaid coverage of long erm
care. Nevertheless, the program still left many gaps in health
care coverage, including the most important one of long-term
care. In the end, however, the bill was repealed not because
of its many gaps, but becatse of the apposition by the clderly,
whose copayments and premiums would have financed most of
the program. Approximately one-third of the costs of the pro-
gram would have come from a fixed monthly premium, while
the rest would have come from an income-related surcharge
paid by approximately one third of the more affluent clderly
(Levitan, 1990).

Dereguiation

On the goal of deregulatiun, President le,an appears (o
have been successful. At a news conference in Qctober ol 1981
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he held up six pages of block grant regulations and boasted
that they veplaced 318 papes of regulations for 57 calegorical
programs that had been replaced by the block grants. I his
State of the Union Address one year after laking office, P'resident
Reagan waould reporl: “Together, we have cul the grrowth ol new
Federal regulations nearly in-half. In 1981 there were 23,000
fewer papes in the Federal Register, which lists new regulations,
than there were in 19807 (January 26, 1982 p. 73).

Federal involvement was reduced under the block grant ap-
proach, although it has begun to spring back under the Bush
years. The OBRA 89 amendments to Title V give the Federal
government renewed authority lo specify how funds are spent,
and Lhey require the slales to submil an application for their
block grant funds in a format now prescribed in “guidance”
(not by law or regulations).

Abortion

On aborlion, the President accomplished little that was sub-
stantive. [n fact, he probably learned that he had relatively
few tools wilh which o inflluence the abortion debale. He did,
however, nominate Dr. C. Everett Koap, a nationally respected
pedialric surgeon from Philadelphiy, lo the position of Surgeon
General of the United States, in part because of Koop's well
known opposition to abortion. In one of the great {ronies of
the administration, Koop hecame converted to the public health
mission. [{e campaighed for strong povernment positions on
smoking and other public health measures that may have ran-
kled Republican supporters of the P'resident. He took a national
leadership position on AIDS. And, finally, he equivocaled on
the abortion issuc.

In 1983, the Administration acted lo close down one of
the few oxplicitly abortion-related aclivities of the lederal gov-
ernment, the Aborlion Surveillance Branch at (he Centers for
Diseasce Control (CDC). The director of that unit, Dr. Willard
Cates, had carried out numerous sludies showing that legal
abortion was much safer for women than cither illegal abortion
or, in many cases, pregnancy itsell, Cates” work was (requently
quoted by prochoice advocales. Dr. Cates was transferred to the
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CDC's section on sexually transmitled diseases aclivity. Later in
the Administration, however, il becaine evident ta the prolife
lobby that they no longer had any data an which to make their
case that the number of abortions being, carried oul in the U.S.
was excessive. In another reversal, the Abartion Surveillance
Branch was pul back to work to revive its annual reports.

Late in the Administration, Surpeon General Koop was
askedd by the ‘Administration to come up with the data that
showed the psychological damage to women of abortions (July
30, 1987, p. 898). An expert commitlee was convened at the
CDC, Their report indicated that there was no scienlific evidence
for such an effect and a large scale study was unwarranted. It
appears that Koop himself was convinced by this finding and
moderated his stance on abortion, The Administration and its
right-to-life constiluency were said to be furious. Tt is likely that
this episode was an important component of the decision of the
new Bush Administration not to reappoint Koop as Surgeon
General in 1984

P'resident Reagan expressed his support for e Constitu-
tional Abortion Amendment in a September 8, [982 letler, and
in a specech on Seplember 14 made an astonishing clain: “1 think
the fact that children have been prematurely born, even down
the 3-month stage, and have lived lo-—the record shows—to
grow up and be normal human beings, that ought 1o be enough
for all of us” (p. 1151). The bulk of the President's action on
abortion during his two terms consisted of such rhetoric. He
often spoke of abortion, nearly always linking il with the is-
sue of school praver, in numerous appearances before religious
groups such as the Nalional Assoaciation of Evangelicals (March
8, 1983) and the National Religious Broadcasters (January 31,
1983). He regularly offered support for the Hyde Amendment,
prohibiting Medicaid payments for abortions, and other legis-
lation. At a luncheon for membuers of a conservative Political
Action Commiltee on ebruary 20, 1987, he said:

Last week we sent o Congress legishalion to enact on a perma-
nent, governmenl wide basis the Hyde amendment restriclion on
Federal funding of abortion. Qur proposal would also cul off Tund-
ing, under title 10, 1o private orpanizations that refer or perform
abortions except when a mother's life is in danger (p. 167).
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Although the President was not successful in passing a Con-
stitulional amendment, onee again ke did achicve some abjec
tives in the financing aspect of abortion. Tis other suceess, in
keeping, the conservalive position before the public, is more
difficull 1o measure but was certainly nol a complele failure.
Subsequent failures in several states to further limit access o
abortion would suggest that neither was his rhetorical cam-
paign a complete sucevss,

Summary: The Legacy

Overall, the legacy of the Reagan Administration on Amer-
ica’s health care delivery svslem was nol the calastrophic one
that was predicied. The worst of the spending reductions, while
severe, were relatively shorl-lived and parlly compensaled for
by the stales. The most significant culs occurredd in 19815 overall,
there was o 7% cul in Federal grants-in-aid to state and local
governments— 12% in real ferms (Nathan & Doolittle, 1987). 1
the case of the MCH Block Crant, a major vehicle for delivery
of services lo poor women and children, the Reagan culs only
continited a trend of erosion of funding,. In the case of Med-
icaid, the Reagan efforts were off-sel by a powerful advocacy
movemenl. In fact, the expansions that oceurred in the mid-to
late-1980s and will continue to 2002, are profound and, in the
absence of creation of # national heallh insurance program, will
provide health care seenrity for hundreds of thousands of low-
income women and childven.

Yel no mistake should be made: the effects of the reductions
in spending on health care fell most dramatically on the poor,
and particularly on poor women and children. At least for a
time, maternity and infanl services were lost, The Children’s
Defense Fund reported in 1983 thal in the previous 18 months
every stale had reduced health services for the poor (New York
Times, January 17, 1983).

The Children’s Defense Fund also reported (New York
Times, January 17, 1983) that the reduction of funding for the
Community Flealth Centers of 18% to (Lo $373 million) had re-
sulted in 725,000 persons being denied services, with 64% of
those being children or women of child-bearing age. Cerlainly
many of those services were later restored, but some damage
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prabably occurred from Lhe interruption of health care expe-
vienced by many persons. It is difficult to assess the additive
cffects of cuts in Medicaid, which provided access (o private
sector health care, and these other culs which reduced the avail-
abilily of public-scector health cave.

Sccond, it is clear that the Reagan cfforts (o reduce Fed-
eral authority in favor of the slates has resulted in prealer state
power (Nathan & Doolittle, 1987). What is not entirely clear is
whal (hat greater state power means for health care for the poor.
Although liberals have always assumed state authority to cor-
respund with relrenchment in social policy and maore restrictive
programs and policivs, this does not appear to be universally so.
Larger, more liberal slates spent more than more conservalive
oncs, but most buffered Federal culs to some extent. Long-lerm
cffects on health and welfare programs will be difficull to assess
until the economic recession abales,

A maore profound impact on the health care delivery system
may be due to the deficit left by Reagan's simultancous lax cuts
and increases in defense spending. When he assumed olfice in
1981, the deficit was $78.9 billion, atd he said “this kind of jrve-
sponsibility can’l go on” (March 2, 1981 p. 177). When President
Reagan left office, il slood at $155 billion (Office of Manage-
ment and Budget). Nathan and Doaolittle (1987) emphasize the
long-term meaning of the deficil: “. . . what is not debalable is
the inhibiting effect of the deficit on propoesals for new federal
programs. The signal from Washington was -clear; new social
program initialives would have to occur elsewhere” (p. 13).

Some other profound influences are more philosophical.
First, the Reagan Administration clearly reversed the commit-
ment to the “working poor” that had been evident in the Carter
Administration. Yet with the Family Support Act of 1988 (which
extended Medicaid cligibility for six months for families who
leave AFDC duce to linding employment) and the uncoupling
of Medicaid from AFDC, much of thal commitment seems to
have been recovered. ’

Second, the Reagan years continued a pronounced shift in
cancern and resources away from children and loward the el-
derly. By 1984, for example, Federal expenditures per child were
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only 9% of the per capita expenditures for the elderly (Preston,
1984). During, the 1980s, the real benelits of Medicaid eligibility
for AI'DC children decreased by 30% while the benefits for the
elderly increased 10% in inllation-adjusted terms (Schlesinger,
1989). The results are clearly demonstrated in increasing num-
bers of children in poverly, contrasted Lo decreasing numbers
of elderly persons. It is difficult to determine exactly how this
shift has occurred, but demographic changes, as well as a strong,
political lobby on behall of the elderly, have probably bueen
influential.

In conclusion, there is no doubt that the Reagan Administra-
tion made a significant impact upon the American health care
system Some of the negalive impact on low-income mothers and
children remains; much of it has been amelioraled by states and
subsequent Federal action. In the Jong run, however, the ma-
jor impact of the Reagan Administration on the health cave of
women and children and low-income familics may have og-
curred through the Administration’s social and economic poli-
cies, which arc discussed in other arlicles in this issue.
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The Reagan Legacy: Undoing
Class, Race and Gender Accords.

MIMI ABRAMOVITZ
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The impact of Reaganonics on women, workers, and persons of color
is explored by looking at structiral forces in the political econonry it
encowrage business and government at one time to support qd another
time to wudermine the weljave state. The expansion of the welfure state
Jraw 1935 to the mid-1970s weshed well with the needs of profitable pro-
duction, political legitimacy and patrinechal control. With the cconomic
crisis of the 1970s, the seelfare state became toa competitioe with capital
accumudation and too supporlive of empozcered popular mavenienls and
had to go. Women, persons of color, and the peor riked high amony
the victims of the new auslerity plan.

The 1935 Social Scecurily Act, widely viewed as marking, the
birth of the modern welfare state in the United Slales, was en-
acted during a crisis in which the political and economic ar-
rangements supportive of capital accumulation, sociul stability,
and patriarchal controls from the [890s to the 1930s collapsed
(Bowles, 1982; Bowles & Ginlis 1982; Bowles Gordon, & Woeis-
skapf, 1983, 1986; Kotz, 1987, 1990). Signaled by the 1929 stock
market crash, the crisis revealed whal many already knew: that
the drive for high profits and low wages that characlerizes cap-
ilalist production, could not assure the levels of wages and em-
ployment needed to supporl the average family unless the stale
intervened. The state had 1o step in and absorb more of the
costs of family formation and maintenance since profitable pro-
duction depended heavily on the family system (and women's
unpaid labor within it) to produce, nurture, and socialize the
currenl and future labor force; o provide cave for those oo
young, old, sick to care for themselves; and Lo assure that in-
dividuals affiliate with and integrate into sacicly (Gough 198();
Dickinson & Russell, 1986; Sukoloff, 1981).

()l
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The enaclment of the Social Security Act effectively legal-
ized federal responsibility for social welfare. In the short run,
this major restructuring of the svstem of social welfare provi-
sion cushioned the immediate blows of the Depression. it pud
cash into emply hands and increased purchasing, power, which
assisted people in nced while stimulating the depressed econ-
omy. In the long run, bringing the federal government inlo so-
cial welfare acknowledged that the slate had to socialize Lhe
costs of family life on a permanent basis. Instead of relying on
famities, charitivs, religious institutions and local governments
lo mediate belween economic profils and economic security, the
federal government had to provide minimal support (Bowles,
1982; Bowles and Gintis, 1982; Bowles, Gordon & Weisskopf,
1983, 1986; Kolz, 1987, 1990).

The Social Security Act also help o restore the political legil-
imacy of the state. The thirties witnessed widespread agitalion
by trade union and numerous other popular mavements seek-
ing redress from the collapse and underlying, incquities of the
market. Tn the short run, the New Deal programs helped lo
restore polilical and economic equilibrium by providing some
cconomic reliel to thousands of people, legalizing unions and
collective bargaining, and bringing the leaders of popular move-
ments into the New Deal Administration. In the long run, the
welfare stale stabilized the new cconomic order, restored the
political legilimacy of the state, and muled the class conflicts
penerated by vrganized labor and other dislocated and disen-
(ranchised groups.

The restructuring of social welfare focused hravily on restor-
ing business activity and conlaining class conflicl, Much less
altention was paid to the demands of the varly civil rights
and women’s movements. The NAACP, the Urban league and
women’s rights movement had been active since the early parl
of the century but still Jacked the voting power and political
clout to secure ils agenda (Piven & Cloward, 1971; Skocpol,
1988). Although Roosevelt supported New Deal programs thal
benefited African Americans and white women, his adminis-
tration did not challenge the discrimination and the disenfran-
chisement of black Americans nor the lack of equal opportunily
for women. Both the civil rights and women's movement faulted
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the New Deal for excluding theiv members, Blacks in addition
criticized Roosevelt for not intreducing antilynching laws or
passinyg civil rights Iegislation during his four ptesndcnlml lerms
(Leuchtenburg, 1963; Sitkoff, 1981). The wamen’s movement cri-
tiqued the New Deal programs for placing them in sex slerco-
typed jobs, offering, them benefits as dependent spouses, and
refusing to undo laws barring employment by married women
(Abramovitz, 1988; Scharf, 1983, Ware, [981).

The Poslt War Expansion of the Welfare State

The welfare state expanded rapidly alter World War 11, Dur-
ing this period Congress liberalized the Social Security Act and
created new social service programs, Fueled by prosperity and
political struggles, the vxpansion cantinued into the sixtics wilh
the War on Poverly, The Greal socicly, and new laws to protect”
civil rights, women's rights, the workplace, and the environ-
ment. The postwar instilulionalization of the welfare state im-
proved the standard of living and demacratic rights of women,
labor, and people of color. [t also meshed well with business
prafils, political stability, and patriarchal controls. Reflecling
the acceptance of government regulation of the economy and
concessions to popular movements, the expansion of the wel-
fare stale was underpinned by Cognilion economic theory.and
informal accords negoliated with the trade union, civil rights,
and women’s movements,

Keynesian Econamics

Keynesian economics actively sanctioned a more interven-
tionist state. It called for governmenl spending and regulations
to assure that the cconomy recovered from its periodic crises of
low production and high unemployment. The theory pramised
that if governmenl tax and spending policies increased agpre-
gate demand, tolerated a moderate deficil when necessary, and
controlled inflation, higher profits for business and a beller stan-
dard of living for workers would result. The emphasis on in-
creasing demand and therefore consumplion, reversed carlier
economic practices which extracted profits by lowering rather
than raising the standard of living. By arguing that the careful
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use of fiscal and monetary policy would benefil the rich, the
middle class, and the poor, Keynesian economics drew support
for active government involvement. It did not, however, predict
that the informal accords negotialed with the tracde union, civil
rights, and women’s movemenls would later turn the expanded
welfare state into an arena of political struggle.

The development of capitalism itself eroded the institutional
arrangements that previously shiclded the cconomic activity of
business and the state from political influence (Piven & Clow-
ard, 1982). While promoting a more interventionist state, Key-
nesian economics could not eliminate the drive for high profits
and low wages nor could it promaote greater equality. The re-
sulting inequities led the trade union, civil rights, and women's
movements to gain strength and to intensify their struggles.
The labor, race, and gender accords granled important distri-
butional and political gains lo cach group while ensuring the
continued dominance of business and the stale. The accords
functioned unlil the mid-1970s when profound problems in do-
mestic and internalional economies forced a new restructuring
of the social order and made the postwar accords susceptible
lo attack.

Labor-Managemcitt Accord

The postwar period witnessed a reorganizalion of labor-
management, which until this time had been highly contentious
and disruptive. According to Bowles, Gordon and Weisskopf
(1983, 1986) labor and manageiment negotiated a new but infor-
mal pact which took hold after World War II. Grounded in parl
in New Deal lcgislation, the pact stabilized labor-management
relations, increased the bargaining power of unions and ex-
panded the welfare state. The 1935 Social Security Act,
cspecially Unemployment Insurance, provided wuorkers with
an cconomic backup which strengthened their ahility to resist
unfair wages and working conditions. The 1935 Wagner Acl
legalized collective bargaining which further strenglhened la-
bar's hand and established the National Labor Relations Board
lo mediate labor-management conflicts. The 1946 Employment
Act broughl the federal government into the picture lo control
prices, unemployment, and infllation. The new laws gave man-
agement control over the workplace with fewer strikes, longer
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~unjon contracts and new shop floor rules. Tn exchange for its
~cooperation, labor won a share in capitalist prosperity through
~higher wages, betler working conditions, greater job sccurity
sand fewer anti-union campaigns. The government agreed to
_reguhle economic conditions and mediale the dispules.
. The accords smoothed the way (or postwar business prolils,
mlegmlcd labor inlo the pulltlcal mainstream, and made labor
“relations more predictable. Maradoxically, however, the accords
“also empowered labor. The expansion of the welfare slale, the
: growth of the trade union movement, and the enforcement of
“newly won gains by he stale improved labor's standard of liv-
“ing and gave unions a greater say on the shop floor. The 1947
Taft-Hartley Act and the 1950 Macarran Act and the rise of
. McCarthyism narrowed labor's advances. Bul at the time of the
- merger of the American Federation of Labor and the Congress of
Industrial Organizations in 1955, a record 35% of the labor force
- was unionized. A higher standard of living, backed by stronger
“unions and new welfare state programs made it possible for la-
. bor to challenge the power of business and government through
" most of the postwar ycars, The struggle for control never ended,
_but in the mid-1970s, the cost of fringe benefits, the expansion of
. social programs, and labor's empowcerment weakened business’
= eontrol over labor and conlributed to the demise of the accord.
' The labor accord analysis developed by Bowles (1982),
_Bowles and Gintis (1982), Bowles, Gordon, Weisskopl (1983,
x 1986), Piven and Cloward (1982) among olhers does not directly
deal with issues of race and gender. But the historical records
show thal by the late 1960s, business and Lhe state had nego-
. tiated similar pacts with persons of color and women. A key
- goal of Reaganomics was to undo all three accords in order lo
contract Lhe welfare state and disempower popular movements.

The Racial Accord

The postwar period also witnessed reorganization of race
relations as Lthe “go slow” politics of the carly civil rights move-
ment gave way to more militant demands for integration and
civil rights in the mid-1930s. Until then Jim Crow remained
strong and the dominant wing of the civil rights movement ac-
cepled limited change through self-help, litigation, and lobbying
and tokenism. African Americans lacked the resources needed
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lo win the fight for racial integralion despile a (enfold increase
in the membership of the NAACP and the formation of the
Congress of Racial Equalily. Bul with the 1935 Montgomery Bus
Boycott the civil rights movement became more militant. Tired
of gradualism and (okenism the civil righls movement turned
to direct action such as sil-ins, pray-ins, wade-ins, boycotts and
Freedom Rides lo secure ils ends. The NAACTP's numerous court
victories against segregation, bul especially the 1954 Supreme
Courl decision banning separale but cqual schools empowered
the movement.

The growing size and militancy of the civil rights move-
ment eventually forced slate action to maintain civil order and
reslore black confidence in the government. When, in 1956, an-
gry black volers lefl the Democratic Party to profest its lack
of support for civil rights, politicians took note. In 1957, Lisen-
hower reluctantly sent Federal troops into Little Rock, Arkansas
to enforce the 1954 Supreme Court decision. That same year
both Democrats and Republicans backed legislation which pro-
tected Lhe right of blacks to vote and created the Commission
on Civil Rights (Piven & Cloward, 1971). At the same lime,
the blatant and often violent refusal of Southern while afficials
to obey federal civil rights laws engendered sympathy for the
cause among working-class blacks and northern whites. Finally,
the civil rights movement escalaled ils demands moving (rom
constitutional prolections {0 equilable distribulion of socictal
power.

The race accord, negotialed by Kennedy who owed his nar-
row 1960 presidential victory to the swing black vole (Mveier &
Rudwick, 1976) reduced racial barricrs o voling employment,
educalion, and housing and expanded social welfare programs.
The shift in the Democratic Party’s civil rights stance was sig-
naled when Kennedy appointed blacks to high federal posi-
tions, forced Governor Wallace lo desegregate the Universily
of Alabama, recommended a sweeping civil rights law, sup-
ported the march on Washington led by Dr. Martin f.uther King,
and privately encouragied nearly 100 corporale and (oundation
leaders to contribute over ane million dollars to the five major
civil rights grroups (Meier & Rudwick, 1976; Sitkoff, 1981). After
Kennedy’s assassination Johnson offered to scat the Mississippi
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Freedom Duemocralic Party al the 1964 Democratic Convention.
Congress followed suit and passed the 1964 Civil Rights Act and
it passed the 1965 Voting Rights Act. The movement’s demands
for greater cconomic justice were met with The Great Sociely
and the War on Poverly which further enlarged the welfare
slate. Sargent Shriver, who direcled the War on Poverly, said
it created “a new relationship and new grievance procedure
between the pour an the.rest of society just as the National
Labor Relation Act did for unions” (I'iven & Cloward, 1971,
pp. 270-271).

Negotialed by business and government Lo contain the civil
rights movement without modifying white supremacy, he ra-
cial accord eased lensions for a while. Business and govern-
menl secured increased political loyally from the rising num-
ber of African American voters who from 1960-1964 furnished
Demacrats with the presidency and control over bath houses of
Congress (Sitkofl, 1981). Race relations were stabilized withoul
any loss of while privilege or control of the political process.
In exchange for their cooperation, African Americans and other
persons of color won basic rights and greater access (o the polit-
ical and economic systems. But Lhe race accord also empowered
the civil righls movement and maodified the balance of power,
making it casier for persons ol color to challenge and at times
threaten the dominance of the while pawer structure. In the
late 1960s, these challenges included the “long-hol summers,”
the spread of the civil rights movement from the South to the
North, and the mplaccmonl of the integrationist call for “Black
and While Together” by the more radical demand for “Black
Power” (Sitkoff, 1981). In the 1970s, middle-class African Amer-
icans won local and state office and in 1984 Jesse Jackson was
a candidate (or President of the United States.

The Gender Accord

The post-war period also witnessed a reorganization of gen-
der polilics due to changes in women'’s role thal posed threals
to patriarchal authority and fueled the rebirth of the feminist
movement. Under the accord, the stale reduced gender barriers
to employmenl, education, credit and pensions, expanded social
welfare benefits and reproductive rights, and granted women
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greater acaess o the state. In exchange for these advances, the
women’s movemenl promised tess militancy, conlinued politi-
cal allegiance, and demands that would nol challenge the un-
derpinnings of patriarchal arrangements.

The women’s movement had been in the doldrums during
the 1940s and 1950s, but it did not disappear. A small network of
middle class women sustained mutually antagonistic voices in
behalf of women's rights with une wing supporting legislative
reforms for poor and working women and Lhe other pressing
for the Equal Rights Amendment (Evans, 1989; Rupp & Tay-
lor, 1987). African American women kept segregation, lynching,
and race discrimination on the political agenda; and working-
class women of both races struggled to preserve their wartime
employmenl pains (Evans, 1989; Gabin, 1990; Rupp & Taylar,
1987). Meanwhile, changes in the structure of work and family
life exposed thousands of women to discriminalion, led them
lo ask why (he equal-opportunity-for-all promisc did not apply
o them, rencwed interest in the Equal Rights Amendment, and
eventually revived the feminist movement.

Kennedy iniliated the gender accords in 1961 o fulfill prom-
ises to the women who. voted for him, to side-track renewed in-
terest in the ERA and to keep increasingly independent women
voters tied Lo the Democratic parly. Pressed by Esther Peterson,
his appointed head of the Women's Bureau, Kennedy estab-
lished the Commission on the Status of Women in 1961 (Evans,
1989, McGlen, 1983; Rupp & Taylor, 1981). its 1963 report, Amer-
ican Women paicd careful obeisance to the centrality of women’s
traditional roles, but documented the realitics of female inequal-
ity. Although the report opposed the Equal Rights Amendment,
it exposed many problems of employment discrimination, un-
equal pay, the lack of social services, continued lepal inequalily
and other gender inequities.

Although supportive of womuen's traditional role, the Com-
mission’s Reporl activated many women. It generaled commis-
sions on the stalus of women in most states and led to the
passage of the 1963 Equal "ay Act which outlawed gender-
based wage discrimination (Evans 1989). Bul palriarchal resis-
tance persisted. Congress refused to provide equal pay based
on comparable worth, the broader pay equity concept favored
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by the women’s movement. A legislator added the word “sex”
to Title VIT of the 1964 Civil Rights Act in hopes of deflvaling, the
bill which prohibited employment discrimination (Evans 1989;
Rupp & Taylor, 1987).

Just as the stale’s reluctance to enfarce the 1954 Brown-de-
cision catalyzed the civil rights movement in the lale 1950s,
the refusal by Equal Employmenl Opportunity Commiission to
act on thousands of sex discriminalion complaints mobilized
the feminist movement. Tired of gradualism and lokenism and
angered by the widening male-female wage gap (Bird, 1968),
middle-class women formed new feminist organizations in the
1960s including the National Organization of Women (NOW)
(1967), the Women'’s Ligquily Action League (WEAL) (1970), and
the National Women's olitical Caucus (NWPQ) (1971). The in-
surgency crossed race, class, and age lines with the appearance
of the National Welfare Rights Organization (NWRQ) (1966),
National Black Feminist Organizatlion (NBFO) (1973), and the
Coalilion of Labor Union Women (CLUB) (1974). Younger
women activists in the Student Non-Violent Organizing Com-
mitiee (SNCC) and Student For a Democratic Socicty (S1S)
angered by male domination of their organizations and personal
lives began to call for women's liberation, nol just women’s
rights (Chafe, 1978, Livans 1980, 1989).

The new militancy expanded the gender accord in the carly
1970s. President Johnson issued FExcculive Order 11375 in 1967
which mandated affirmaltive action to redress discrimination by
firms with federal contracts. In 1972, Congress passced the ERA
although right-wing opposition in a few key slates prevenied
its ratification. This was followed by Title IX of the 1972 Educa-
tion Act Amendments, the 1974 Equal Credit Act, and the 1978
Pregnancy Disabilily Act. The Supreme Court ruled in favor of
women in a host of class action sex discrimination suils and in
1973, it legalized the right to abortion. Women also secured ac-
cess lo party councils, political appointments, and elected office.

Negotiated to contain the women’s liberation movement
without modifying patriarchal arrangements, the gender accord
expanded women's rights, welfare state benefits, and economic
opporlunities. Grealer cconomic independence, reproductive
control, and access o the state madified the gender balance
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of power and madec il easier for women (o challenge the palri-
archal powers of business and the state.

Taken together in the shorl run, the postwar accords en-
hanced economic profilability, political legitimacy, and stabi-
lized class, race and gender relations wilhout cosling, business
and the state, undue loss of control. In fact, they conlained pop-
ular movements. By confining the contest Lo demaocralic rights
and distributional gains, they directed the struggles away from
the structural roots of inequality. Bul in the long run, the ac-
cords had paradoxical effects that eventually caused business
and government to retreat from them. They increased the polit-
ical influence of popular movements whose protests spread to
new issues and new groups. The demands of the empowered
movements turned the welfare slate as well as the workplace
into highly contested lerrains, The hard-won viclories of trade
unions, civil rights and women’s groups, among others, chal-
lenged the unce impervious structures of class, race, and gender
dominance in the family, the market, and state (Bowles, & Gin-
lis, 1982; Bowles, Gordon, & Weisskopf, 1983, [Y80; Piven &
Cloward, 1982).

In brief, the accords leveled the playing field tov much for
business and the slatc. Like the nation's founding falhers who
worried that with “too much democracy” the landless major-
ity might overrule the landed minority (Farrand, 1972), today's
leaders explored ways to roll back increasingly effective chal-
fenges to the power structure (Crozier, Huntinglon, & Wala-
nulsi, 1975; Dickson & Noble, 1981; Wolle, 1980). The accords
no longer achieved their ends and had 1o be undone.

Breaking the Accords: The Reagan Legacy

Throughout most of the postwar period it seemed that the
modern welfare state, fueled by Keynesian economics and the
three accords, would expand forever, Bul hindsight reveals that
business and government’s support for the welfare state was
one of a series of time-bound solutions o the problems of cap-
ital accumulation and social conflict of a particular historical
period. By the mid-1970s, these post-war solutions had begun
lo unravel due to the loss of United Slates world hegemony,
increased inlernational economic competilion, rising national
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indebledness, declining corporale profitability, chronic eco-
nomic stagnation and aclive resistance from arganized popular
movements, The ecrosion of the nalion’s cconomic and politi-
cal power reached crisis proportions in the 1970s and required
plans Lo restruclure the polilical cconomy. While its prior re-
structuring during the Greal Depression had expanded the wel-
fare slate and strengthened the trade union, civil rights, and
women's movements, the new political steategy emphasized
auslerily and sought to roll back the gains of the previous pe-
riod. Ils goals included redistribuling income upwards, cheap-
ening he cost of labor, and curbing the influcnce ol popular
movements (Piven & Cloward 1982; Weisskopl, 1981). Accom-
plishing this goal included shattering, the poslwar consensus on
government’s expanded role in the economy, and undoing the
labor, race, and gender accords.

Shattering the Postwear Consensus on Aclive Governnent

The Reagan revolution began by attacking, big government.
The prevailing cconomic orthodoxy now held that countries
with low labor and welfare state costs fared best in domes-
tic and international trade. Reflecting this, a special [974 is-
suc of Business Week on the capilalist crisis, called for less gov-
ernment spending to promole privale investmentl. The reporler
acknowledged that idea of doing with less so thal biy busi-
ness could have more would be a hard pill for Americans to
swallow. The altack on big government meant Keynesinn eco-
nomics had (o go. “Supply-side cconomics,” ils replacement,
blamed the nation’s economic ills on “big povernment” and
called for lower laxes, reduced government spending (military
exempled), fewer government regulations, and more private
seclor initiatives. Supply-side economics undercut the welfare
state by intentionally creating the largest deficit in the nation’s
history. David Stockman, Reagan’s first budget director, later
confessed that the Administration haped that the deficit would
justify domestic program culs for vears o come (Block, 1987).
These policies combined with economic downturns and dein-
dustrialization redistribuled income upwards, lowered the stan-
dard of living, and put popular movements an the defensive
(Phillips, 1990; Greenstein & Barancik, 1990). Without (olally
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eliminating Keynesian demand-side policies, supply-side eco-
nomics weakened the material and the ideological support for
government intervention in the ceconomy, especially in the so-
cial welfare arena.

The allack on big government and the retreat from the
accords wenl hand in hand. Both were part of Lhe cffort by
business and the slate o transfer the costs of production andd
reproduction back o the poor and working, class, and to re-
zain control over the family, the market, and the slate. To re-
distribute income upwards and to curb the influence of popular
movements, il was necessary o launch an assaull on the wel-
fare slate and on the groups whose demands conlributed to
its growth, The Jower standard of living that followud is con-
firmed in regular media accounts of the feminization of poverly,
the loss of civil rights gains, the rise of the working, poor, and
the declining middle class.

Undoing the Labor Accord

During the poslwar years, cconomic prosperity, relatively
low unemployment, and the labor-management accord brought
a degree of harmony lo the warkplace and the state, especially
in the highly unionized industries. By the mid-1970s, facing a
profitability panic, business turned against the unions and the
wellare state whose victories now interfered with its ability {o
lower labor costs and control labor-management relalions. The
post-war labor accord which had increased the power of the
unions and expanded the welfare state had to go.

By all accounts, Rm;,an signaled the end of the posl-war
labor management pact in 1981 when he fived over 1,000 strik-
ing air traffic controllers, This action, combined with antilabor
appointments (o the National Labor Relations Board, implic-
itly granted employers permission to revive long-shunned an-
tiunion practices: decertifying unions, out-sourcing production,
and hiring permanent replacements for striking workers (Kil-
born, 1990; Prokesch, 1985). To strip unions of their excessive
power, business fought labor law reforms and encouraged the
- formation of new antiunion groups such as the Council for a
Union Free Environment (Boyie [980).
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Combined wilth plant closures, bankruplcies, and the de-
cline of jobs in manufacturing, the altack on labor weakened the
labor movement. Union membership felt to 15% of the labor
force, down from its 1955 peak of 33%. Unable to fight back,
workers and unions accepled smaller wage increases, less fa-
vorable work rules, and a host of other take backs just to save
their jobs. Bul according to most experts, the promised exchange
of job security never materialized (Prokesch, 1985).

Shrinking social welfare programs not only transferred the
cosl of family maintenance back to workers and the poor, but
helped management regain control over labor. It restoved the
disciplinary power of unemployment which management had
historically counted on to keep wages down, bul which expand-
ing cash assislance programs had undercul. NDespite their mea-
gerness, programs such as Aid to Dependent Children (AFIDC)
and Uncmployment Insurance (Ul) crealed an cconomic cush-
ton for workers, The cushion helps employed workers risk join-
ing unions or otherwise fighting for belter paying jobs. Inllation
and the Reagan cuts reduced purchasing power and the nuimber
of people who qualified for both Ul and AFDC. The Admin-
istration’s refusal to raise the minimum wage from 1Y81-1990
pressed wages downward as did the 1988 Family Support Act
which channeled many poor women into low-paid jobs in the
rapidly expanding service sector where labor shortages threat-

ened lo force wapes up.

Retrent Tram The Race Accord

The civil rights revolution bronght a degree of harmaony to
race relations. It strenglhened the Democratic party, secured
black altegiance Lo the stale, and began o redress historic racial
grievances. However, the registration of more black volers, the
dramalic increase in the number of black clected officials, and
the implemenlation of allirmative action programs thal com-
pensaled blacks for past inequalilies also challenged white su-
premacy. Support for the race accord was shorl-lived and came
to an abrupt end. Uncomlortable with expanded civil rights,
many white Americans began to regard them as reverse dis-
crimination. For business and the slate, the empowered civil
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righls movement had become too strong, too demanding, and
too cxpensive.

Once vicwed as central Lo elecloral viclaries, both Democrals
and Republicans began Lo ignare black volers. Despite the dev-
astating riols that fullowed the assassination of Marlin Luther
King, Jr., the issue of racial equality dropped from the politi-
cal agenda of both major political parlics (Orlicld, 1988). The
1968 presidential campaign was the last Lo seriously debate the
problems of the urban ghetto. An ideological campaign helped
to justify the shift. From Moynihan's 1965 report that blamed
poverty on the black family, to Nixon's Southern Strategy” to
Willie Horton’s appearance in Bush’s 1988 campaign ads, the
GOP wooed disaffected while Democrats by manipulating racial
tensions. The Republicans carried the while vole in every elee-
tion betiveen 1968 and 1984 (Sitkoff, 1981). Smarting from their
fosses, the Democratic Parly backed away from the race accord,
To keep while volers, blacks were asked ta lay low and to desist
from pushing their agenda too hard. In contrast to the Party’s
historic paltern of rewarding loval interest groups, when blacks
did not obey, party leaders tarred them wilh the special in-
terest label implying that they were sclfish and motivated by
sell-interest (Wellman, 1968; Edwall and ldsall, 1991).

With the cooperation of many Demaocrals, the Reagan
Administration dismantled the civil rights programs thal com-
prised the racial accord. It equated affirmative action with quo-
tas and reverse discrimination, decimated the budgets of civil
rights enforcemenl agencies, and appointed civil rights oppo-
nents to the Civil Rights Commission and the Supreme Court
(Chambers, 1987). In 1990, Bush vetoed the Civil Rights Acl
which tried o redress some of these wrongs. In 1991, he nomi-
nated Clarence Thomas, a conservative African American
opposed lo affirmalive action, lo replace the reliring liberal Su-
preme Courl jurist Thurgood Marshall. The Administration’s
domestic cutbacks also weakened the posilion of people of color.
They focused heavily on means-lesled programs such as
AlDC, Mudicaid, and subsidizing housing—which serve dis-
proportionate numbers of impoverished people of color while
treading more lightly on Medicare and Social Securily which
serve more middle-class whites (Slessarcv, 1988).
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The hard-won gains made by persons of color faded during,
the eighlies. The number of poor families of color rose sharply
while in all classes, persons of color lost pround. Their slan-
dard of living, life expectancy, and health status declined while
infant mortality and diseases rates climbed. Fewer persons of
color received student loans, graduated from high schoaol or at-
tended college. Mortgage loans become less available, and their
neighborhoods became more segregated, By retreating (rom the
racial accord, the nation’s leaders pul the civil rights movement
on lhe defensive. They divided the nation on racial grounds,
and implicitly provoked the rise of hate violence,

Undoing The Gender Accord

The gender accord stabilized gender relations by bringing,
the law into line with the changing realitics of women's lives,
correcting  fong-standing  gender  inequilies, and  granting
women a place in electoral politics. But it also expanded the
welfare stale, empowered the women’s movement, and under-
cut patriarchal arrangements. Like Lthe racial and labor accords,
the gender accord came to an abrupt end. The result has been
cheaper labor, a redistribution of income upwards, and the
strenglhening of patriarchal structures.

The 1980 platform of the Republican Party sipgnaled the end
of the post-war gender accord. It dropped the party’s former en-
dorsement of the Equal Rights Amendment, called for o consli-
tutional amendment (o end abortion, affirmed the Party’s belie
“in the traditional role and value of the family in our society,”
and emphasized the importance of motherhood and homemak-
ing in maintaining the nations value (McGlen & O'Connor, 1983,
p- 74). If fully implemented, the Family Protection Act of 1981
would have made societal institutions maore patriarchal. It pro-
posed to end federal support for child care, abortion, family
planning, women's shelters, rape crisis centers and welfare pro-
grams belicved to undermine the traditional nuclear family. It
prohibited legal aid lawyers from handling abaortion, divorce,
lesbian or gay rights cascs, banned sex education in schools,
coeducalional sports, and the use of federal funds for school
malerials depicling homaosexualily and non-traditional gender
toles (Time Mavazine, 1981).
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Secking to transfer the costs of family maintenance back to
the family, the Reagan administration encouraged working and
middle-class women Lo return hame, The atlack an big govern-
menl eliminated thousands of public sector jobs that emploved
women anc persons of color (Erie, Rein, & Wigel, 1983). Re-
duced child care, housing, health care, food benefits and social
services increased women's houschald burdens which made it
harder for them to be employed. Lack of services also added Lo
the costs of family mainlenance previously subsidized by the
state. Undoing the gender accord also weakened allirmalive ac-
tion and anti-discrimination laws. It ignored sex and race segre-
gation of the workplace and refused o support family policies
to easc women's work and family burdens. In sharp vontrast o
efforls lo send middle-class women back home, the 1988 Family
Support Act replaced AFDC's voluntary work incentives with
rules which forced poor women Lo wark outside their homes.
Those nol deprived of support, saw the value of their benefits
fall by a third. AFDC, which allows women o raise children
withoul men, came in for especially harsh treatment because it
openly threatened patriarchal norms.

The altack on aburtion rights and family planning services
and the rise of involuntary sterilizalions undermined women's
control over their boclies, while less support for women's shel-
ters, programs for batlered wives, and rape crises centers
implicitly endorsed male violence against women. With the in-
troduction of Learnfare which docks about a $100 a month from
the checks of welfare mothers whose children miss school with-
oul an acceptable excuse (Gerharz 1990), wellare programs be-
come mare coercive. Similar coercive tendencies characterize
“wedfare” which gives women a bonus for marrying and leav-
ing the rolls (Kerr 1991), and plans thal offer financial incentives
to women for using Norplant, the new long-term contracep-
tive implant.

These and other measures struck déeply at the institutions
which support the economic security and independence of
women. The cuts also reversed gains that women along with
persons of color and urganized labor have won since the 1930's,
The altack on the Equal Rights Amendment and abortion pul



Acconts I

the women's movement on the defensive and limiled its ability
to seek new gains,

Conclusion

The historical forces that underpin the expansion and con-
traction of the welfare state, sugpest that the Reagan lepavy
goes beyond the machinations of an actor turned president to
the roots of our cconomic and political systemy, and that the rise
and fall of the wellare state has more to do with maintaining cor-
porate profitability, political legitimacy, racial hicrarchies, and
palriarchal arrangements than the satisfaction of human needs.

Reaganomics was not fully implemented nor lotally success.
ful, But it did engincer a dramatic reversal of public policy and
ignored the high human cost Lthat accompanied the change. Al-
templing lo secure cconomic and political control, the president
undermined the philosophy and structure of the liberal wellare
stale, weakened popular movements, and croded democralic
structures. The new austerity program has fostered distrust and
violence, as economiv deprivation and inflammatory politivs pit
one group against another. The rale of business and the slale
in creating the Reagan legacy is obscured to the extent that ob-
servers blame the fear, chaos, poverty, social decay, and loss
of communal solidarity thal now plaques aur nation, on the
behavior of those al Lhe bottom instead the decisions made by
those at the top.

No social system can function for long without a viable
labar force, familics able to maintain themselves, and a mini-
mally content and loval citizenry. No social svstem can thrive,
no maller how much military might and patriotism it musters,
if its people remain divided, and disaffected, Recognizing, this
fact, leading business groups have begun to call for health care
and educational reforms (The Committee on Feonomic Devel-

opment, 1987) and policies Lo reduce the rising rales of crime,
hunger, homelessness, illiteracy, illegal drug use, high infant
mortality, and other by-products of Reaganomics (New York
Times, 1988a, 198KD). Lven some laxpayers have accepled the
need for more revenues. Finally, coalitions of social aclivists
have continued (o resist the attack on the welfare state. These
movements have the potential to undo the disastrous Reagan
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legacy. Eventually, their victories will confirm that progressive
social change cannot arise wilhoul people’s aclivism and “pres-
sures from below.”
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Unhousing the Urban Poor: The Reagan Legacy®
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The Reagan cra was characterized by the popularity of individual level
explanations and market based sofutions for a range of social problems,
including homelessness. We argue that such an epproach was inade-
quate and may, in facl, have worsened the housing situation. We claim
that homelessness is fundamentally a housing problem linked to two key
trends-of the 1980s: the increasing rate of poverty and the declining sup- -
ply o low-income housing. Market approaches to housing policy have
resulted in housing policies by default: gentrification, condo conversion
and displacement as well as tax policies that explicitly favor the non-
poor. Those policies geared towards the poor, vouchers and subsidies,
were inadequatc responses to increasing need. In swm, the Reagan years
witnessed dramatic declines in the supply of low-cost housing, substan-
tial increases in the poverty rate, and drastic shifts in fedeval policy
towards housing the poor.

A sample of homeless people in San Francisco was once
asked to identify “the most important issues you face or prob-
lems you have trying to make it in San Francisco or generally.
in life” (Ball and Havassy, 1984). The most common responses
were “no place to live indoors” (mentioned by 94%), followed
by “no money” (mentioned by 88%). No other response was
chosen by as much as half the sample. At a sufficiently abstract
level, the connections between poverty, the housing supply, and
homelessness may seem dim. At the level where life is lived,
the connections are stunningly obvious.

The clarity of perception revealed in these results may be
usefully contrasted with a piece by Randall Filer, “What do
we really know about the homeless,” that appeared in the Wall

Qur thanks to Brian T. Smith for comments on previous drafts and to
Martha Wittig for research assistance.
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Street Journal (10 April (990). Filer is skeptical that homeless-
ness has become a social problem that requires government
intervention. Like olhers, he views welfare bencfils, Aid to Fam-
ilies with Dependent Children (AFDC) and any other “citizen
wage” as a threat to the markel because they reward the poor
for being poor (or the homeless for being homeless), .. . [The
more generous the programs [or the homeless are, the greater
this number [of homeless] will be as people respond to the in-
cenlives created.” He adds, “Despile the implication of the word
‘homeless,” we know almost nothing about the connection be-
(ween homelessness and housing markets. There is no reliable
evidence that homelessness is more extensive in cities with tight
housing markets.”

Filer's comments mislead; as we argue in this paper, there
cerlainly is a relationship between the housing market and
homelessness. The relationship is rather a simple one: the cost
of housing has come to exceed what many impoverished fam-
ilics and persons can aflord to pay. We also argue that Filer's
sentiments, although incorrect, were shared by President Rea-
gan throughout his administration and were institutionalized in
budgets and policies thal exaccrbated the homelessness prob-
lem. As a result, the homeless situation was much worse at the
end of the decade of the 1980s than it had been at the begin-
ning. Unhousing the urban poar is a lamenlable bul enduring
legacy of his administration.

Ferrara (1990, p. 539) has pointed to increasing levels of
Federal expenditure o aid the homeless as evidence of Rea-
gan's merit. For example, he notes that expenditures in the De-
partment of Housing and Urban Development (IUD) increased
from $12.5 billion in 1980 lo an estimated $22.8 billion in 1990.
But these figures do nol reflect expendilures on low-income
housing programs or on the homeless; they. are, rather, fotal
HUD expenditures on all programs (Table I). The 1990 HUD
pay-out specifically for low-income housing programs is about
$1.6 billion (Table 2), cetlainly nat $22.8 billion.

It is true that HUD expenditures on low-income public hous-
ing programs and low-renl public housing loans more than dou-
bled in the 1980s. In constant dollars, however, the increase is
unimpressive; in fact, corrected (or inflation, FHIUL expenditures
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Table 2
HUD Outlays for Low-Income and Low-Rent Public Housing (X $1,000)
Payments (or Low-Income Low-Rent Public Housing
Housing Programs Loans and Other Expenses
1980 755,300 159,304
1981 928,581 77,359
1982 1,007,558 -21,118
1983 1,541,558 110,603
1984 1,135,116 1,111,012
1985 1,205,020 13,885,412
1986 1,180,865 977,001
1987 1,387,985 1,355,655
1988 1,488,551 1,172,953
19892 1,547,357 922,407
1990° 1,651,357 634,323

*Changed lo ‘operation of Jow-income housing’
YHUD estimale
* Source: see Table 1.

" at the end of the decade were nearly identical to those at the
" beginning. It is also true that only a part of the total HUD bud-
get is spent on housing subsidies for the poor, and that an even
- smaller share is spent on the subsidized construction of new
- low-income housing. To suggest that the federal expenditure
- for this purpose is anywhere close to $20 billion seems inten-
“tionally misleading.
. Expenditures on the homeless poor or on facilities to assist
. the homeless are not tallied as a separate category in any of
. HUD’s documents prior to 1987. In 1987, $15,000,000 was ap-
: propriated for this purpose, although no figure for the actual
. outlay is provided. Also, in 1988, within the category of “Policy
" Development and Research Expenditures,” there was an outlay
_ of $2,661,000 for “supplemental assistance for facilities to assist
. the homeless.” Expenditures on the homeless increased in 1988
and thereafter, under provisions of the Stewart B. McKinney
. Homeless Assistance Act; these expenditures are reviewed later.



116 Journal of Sociology & Social Welfare

Ferrara also remarks thal the tolal number of families as-
sisted by HUD programs increased from 3.1 million in 1980 to
4.4 million today. But with a current poverty population in ex-
cess of 30 million, it is obvious that the HUD coverage rate of
households in need is very limiled, whalever the total num-
ber of households receiving assistance. Table 3 shows state-by-
state coverage rates for the very low-income renter population
(not the total poverty population); the coverage is almost never
above 50% and nation-wide averages less than a third (Cen-
ter for Budget and Policy Priorities, 1990). Tt can also be noted
that Ferrara’s figures include nonpoverty households who re-
ceive HUD housing assistance, for example, the elderly (among
whom the poverty rate has been declining and who now enjoy
the lowest poverty rate of any age group in the nation).

By far the largest and most aggressive federal effort on be-
half of the homeless is the McKinney Act, enacted in 1987.
Under the terms of this act, FIUD has spent more than $200
million on the Supportive Housing Demonstration Program,
an expenditure frequentiy ciled as evidence of the Reagan ad-
ministration’s willingness to solve the housing problems aof the
homeless (e.g., Access, 1990). Other housing provisions within
the act have provided roughly $80 million to subsidize more
than 2,200 single room occupancy (SRO) halels (or a decade,
have underwritten the opening and operation of emergency
shelters for the homeless, and so on (see Table 4). The support-
. ive housing program is a particular source of pride because it is
housing geared to the unique and diverse needs of subgroups
within the homeless population (the alccholic, the mentally iit),
a pet theme of HUD Secretary jack Kemp.

Close examination of the budgetary outlays from the Mc-
Kinney Act reveals that relatively little of the budget goes to
the provision of permanent low income housing; much of it is
targeted towards other purposes and populations. In 1987, to
illustrate, a total of $80 million was appropriated for the sup-
portive housing program. Of that $80 million, $20 million went
lo transitional housing for homeless families, not to permanent
low cost housing. In 1988, $100 million was authorized for the
program but only $65 million was appropriated and of that,
$20 million was again for transitional, not permanent housing.
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Table 3
Low-tucome Housing Assistance
Number of  Number of Maximum’
Renter Very Low Number of
Households Income Renter Very Low Income
State Assisted Households  Renter Households
1985 1983 Assisted
Alabama 75,469 T 224,320 33.6%
Alaska 9,224 16,980 54.3
Arizona 34,638 139,320 249
Arkansas 38,709 130,840 296
California 336,310 1,564,110 21.5
Calorado 39,605 159,850 24.8
Connecticut 64,225 154,030 41.7
Delaware 10,422 29,060 359
Dist. of Columbia 28,131 69,330 40.6
Florida 134,471 587,050 22.9
Georgia 115,297 337,760 34.1
Hawaii 16,175 53,160 304
Idaho 9,072 40,630 22.3
Iinois 168,448 646,150 26.1
Indiana 79,052 214,860 36.8
lowa 31,076 115,350 26.9
Kansas 26,702 103,130 25.9
Kentucky 68,314 192,420 355
Louisiana 69,307 261,240 26.5
Maine 21,473 54,720 39.2
Maryland 81,215 210,330 38.6
Massachusetts 144,990 347,830 41.7
Michigan 123,958 409,380 30.3
Minnesota 77,519 169,070 45.9
Mississippi 40,148 143,000 28.1
Missouri 73,636 237,110 311
Montana 14,346 38,290 37.5
Nebraska 22,715 67,950 334
Nevada 15,016 47,620 315
New Hampshire 16,042 40,530 39.6
New Jersey 139,169 403,040 34.5
New Mexico - 21,749 69,530 313

New York 454,852 1,484,980 30.6
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North Carolina 97,754 305,81 32.0
North Dakota 12,311 27,840 44.2
Ohio 190,309 537,230 354
Oklahoma 55,721 153,030 36.4
Oregon 34,491 154,350 22.3
Pennsylvania 189,449 564,120 33.6
Rhode Istand 32,398 63,370 51.1
South Carolina 45,692 156,080 293
South Dakota 16,827 35,230 47.8
Tennessee 91,364 259,260 35.2
Texas 196,290 766,090 25.6
Utah 10,039 57,390 17.5
Vermont 7077 . 26,220 270
Virginia 79,566 262,330 30.3
Washin glon 37,263 224,990 233
West Virginia 26,844 86,230 31.1
Wisconsin 67,385 193,200 349
Wyoming 3,915 16,620 23.6
Total 3,816,172 12,652,690 30.2

“This is a maximum because nol all househalds receiving assistance have *very low
incomes.” The number of “very-low income” housing unils in 1983 was compared
to the number of assisted units in 1985 because both scts of data are the lalest
available on a state-by-stale basis.

Source: 1980 Census Data and 1983 Annual Housing Survey. Data on programs
from Department of Housing, 1983 unpublished data.

As is apparent in the budgetary outlays, most of the McKin-
ney housing money has been spent in marginal ameliorations
of the worst aspects df'the housing situation of the homeless
(shelters, SROs, transitional programs, etc.); relatively liltle has
been invested in adding permanent units to the low income
housing supply.

Despite the claims of Kemp and olhers within the Bush and
Reagan administrations, the homelessness problem worsened
in the 1980s and the federal response did very little to dampen
the trends. While some monies were being spent on low in-
come housing and on programs specifically for the homeless,
the broader housing policies of the administralion undid what
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good these low-income and homelessness programs might oth-
erwise have accomplished.

In brief, housing policy in the Reagan years was two-
pronged: tax subsidies to underwrite the housing costs of up-
per income groups and a largely unrestricted privale market for
lower income groups. This approach to housing policy was ide-
ologically consistent with the overall Reagan agenda of dereg-
ulation, privatization and liberation of the “Invisible Hand,” as -
was the evident consequence: the institutionalization of the pri-
vate market as the solution to the inadequate low income hous-
ing supply. Sadly, the private market has few if any incentives
to provide low income housing; there is much more money in
housing the rich than in housing the poor. Privatizing the low
income housing market means in essence that the federal gov-
ernment has abnegated its historical commitment to guarantee
to all citizens a minimum standard of housing adequacy.

Part of Reagan’s reluctance to provide housing stemmed
from his well-known belief that many homeless people “are,
well, we might say, homeless by choice” (a spontaneous com-
ment in a press conference). A related theme in the administra-
tion was that housing conditions reflect cultural problems spe-
cific to certain ethnic groups. Regarding the doubling-up that is
associated with a housing squeeze (Mutchler and Krivo, 1989),
Philip Abrams of HUD suggested that it is “ . . . characteristic of
Hispanic communities, irrelevant to their social and economic
conditions. . .. It is a cultural preference, T am told” (quoled in
Momeni, 1990, p. 136). Even if true, which is unlikely, the rel-
evance of this comment is uncertain since Hispanics comprise
only about a tenth of the total homeless population.

The viewpoint argued in this paper, although rather a sim-
ple one, would find little favor with Filer, Ferrara, Abrams,
Kemp, Bush, or Reagan himself. It is that homelessness is funda-
mentally a housing problem (or alternatively, that the key dis-
tinguishing feature of the homeless is that they lack an accept-
able place to live). We provide evidence on two key trends of the
1980s: the increasing rate of poverty, and the declining supply of
low income housing. Our position is that continual increases in
the number of poor people, coupled with continual decreases in
the supply of housing that poor people can afford, necessarily
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predestines an increase in homelessness, a point made insis-
tently by scholars and analysts throughout' the decade.

Poverty and Housing during the Reagan Years

From 1978 to 1985.(here was a 25% increase in the house-
holds living below the poverty line as well as an increase in
just how poor the poor are. For example, in 1985 the median
income of poor families was $4,000 beneath the poverty line; in
constant dollars, that amounts to being $600 deeper into pov-
erty than the comparable 1978 figure (FHartman and Zigas, 1989,
p- 3). That the poor “are getting poorer” has been the theme of
countless recent newspaper and magazine articles.

Over the past thirty years, the number of Americans living
below the official poverty line has varied from a low of about
23 million in 1973 to a high of nearly 40 million in 1960. Year-
to-year fluctuations in the number of the poor can be quite sub-
stantial. These annual changes, which often amount to several
million persons, result mainly from macroeconomic conditions
that affect the unemployment rate. During periods of general
economic growth (e. g., the 1960s), the rate of employment in-
creases and the number of the poor goes down. Alternatively,
during recessionary times, unemployment and therefore pov-
erty tend to increase. Other factors also influence the general
rate of poverty, but the rate of employment is probably the
most critical.

Decade by decade, the overall pattern is reasonably clear-
cut. The number of the poor declined steadily throughout the
1960s, from 40 million poor at the beginning of the decade
to about 25 million poor at the end. Not coincidentally, the
sharpest declines occurred after the onset of Johnson’s War on
Poverty in 1964. Throughout the 1970s (often referred to as the
“Decade of Inflation”), the number in poverty fluctuated right
around the 25 million mark, with no obvious trend in either
direction. Then, starting in 1978, the number of the poor began
to increase, reaching the 35 million mark in 1983 and hovering
close to that number since.

The 1983 figure is of historical significance because it rep-
resents the largest number of persons in poverty ever recorded
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since the beginning of the War on Poverty in 1964. In five years,
the gains of the previous two decades were erased as some ten
million persons were added to the poverty count. In these re-
spects, the Reagan years can only be described as a giant step
backward.

For comparative purposes, most observers prefer to look at
the poverty rale, rather than the raw numbers. The thirty-year
trend shows that the highest poverty rates—in excess of 20% of
the population—preceded the War on Poverty. From the early
1960s through 1973 (that is, from the beginning of the War on
'Poverty to the first Arab oil embargo and the ensuing collapse of
‘the world economy), the rate of poverty in America was halved
(falling from 22.2% lo 11.1%). From 1973 through the end of
the decade, no further progress was made and beginning about
1980, the rate began to increase, reaching a post-1965 peak of
15.2% in 1983 and remaining at mid-60s levels since. Thus, the
secular trends in the poverty rate are much the same as the
trends in the total numbers; overall, the patlern is one of consid-
erable progress in the 60s, stagnation in the 70s, and significant
deterioration in the 80s.

Not only has the number of the poor increased, bul their
poverty has deepened. The total share of national income going
to the poorest tenth of the population has declined by more
than 10% in recent years; the share going to the most affluent
twentieth has increased by 37%. Accordingly, the gap between
‘the poverty line and the median US family income has widened
-(Table 5). In 1980, the “income deficit” for Lhe poor (the distance
‘between the 3-person poverty level and the median income)
“was $14,458; the corresponding figure in 1988 was $22,755—a
:57% increase.

In a privatized economy dictated by the laws of supply and
demand, an increase in the number of the poor and the ensu-
.ing increase in the “demand” for low income housing would
‘automatically produce an increase in the low-income housing
_supply. This has obviously not happened, simply because need
‘and demand are not the same thing. A demand is a need (or a
- preference) backed up with cash, which the poor lack by defi-
nition. The need for low income housing is large and growing,
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Table 5
Poverty Levels, income Deficit and Maximum Affordable Rent, 1980-1988
Year -~ Weighted? Medianb Income Maximumd
Poverty Family Deficit Affordable
Family of ‘Income Gross Monthly
Three : Rent
1980 $6,565 $21,023 —$14,458 $218.00
1981 — 22,388 — —
1982 7,693 23,433 - 15,740 256.00
1983 7,936 24,674 -16,738 264.00
1984 8,277 26,433 - 18,156 276.00
1985 8,573 27,735 -19,162 286.00
1986 8,737 29,458 -20,721 291.00
1987¢ 9,056 30,970 —-21,914 302.00
1988 9,436 582,191 -22,755 315.00

aMoney income

YCurrent dollars

‘Based on revised methodology

- dBased on 40% of monthly income

but the demand (cash-backed need} is wanting. It is evident that
millions of poor people need decent housing that rents, say, for
$200 a month or less (see below), but it is foolish to see this
as an economic demand or to assume that there is profit to be
made in responding to the need.

A comparison of the number of unils renting for less than
$250 a month (30% of a $10,000 annual income) and the number
of households with annual incomes under $10,000 reveals that
in 1985 there were four million fewer units than renter house-
holds needing units (Shapiro and Greenstein, 1988; from whence
Table 6). The discrepancy between the number of poor families
and the number of very low income rental housing units ex-
ists in every state. The shortage is lowest in West Virginia (11%
more low income households than low income units), highest
in California (268%) and nationwide stands at 94%. In the na-
tion as a whole, in short, there are nearly twice as many very
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Table 7

Comparison of HUD Subsidized Huusing Assistance for Fiscal Years 1980-
1989

Reagan Budget

Request Funding Levels Net Additional -
(in billions) (in billions) Fouscholds Assisted
1980 26.6 187,892
1981 249 138,885
1982 13.2 13.2 55,836
1983 -50 8.6 53,732
1984 -2.3 9.9 88,345
1985 6.2 ‘ 9.9 _ 102,721
1986 .5 88 98,585
1987 0 7.3 92,980
1988 39 7.6 75,802
1989 6.5 74 83,685

‘Represents Reagan Administration’s allempts (o rescind Budgel Authorily already
appropriated by Congress.

Source: Subcommittee on Housing and Communily Development of the House
Committee on Banking, Finance, and Urban Affairs. Serial 111-9. March, 1989,

low income renter households as there are low-cost units to
accommodate them.

Despite this gap, HUD funding levels for subsidized hous-
ing assistance declined sharply from 1980 to 1989. In 1980, the
funding for this purpose stood at $26.6 billion, and in 1989, 7.4
billion (Table 7). In rccent years, the number of additional fam-
ilies receiving assistance has been less than 100,000 per annum
(recall that the poverty population exceeds 30 million).

The actual housing situation is apparently even worse than
the figures so far reviewed suggest. The count of very low in-
come units shown in Table 6 may contain as many as 800,000
vacancies, nearly 20% of the total supply (Zigas and Hartman,
1989). Among other things, high vacancy rates oflen indicate
inadequate living conditions; many of these units are “vacant”
because they have been condemned. The number of truly
livable low-income houtsing units available in the market is
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apparently not known, but is surely less than the total units
tallied in Table 6.

In contrast to claims by ACCESS and others that HUD plays
a major role in solving the housing crisis through an infusion of
funds inlo the system, HUD officials, in concordance with the
Reagan administration, have indicated that they are “backing
out of the business of housing” (Hartman and Zigas, 1989, p. 14).
The ideology of the Reagan adminjstration opposed “market in-
terventions” of every sort, preferring to let the market operate,
to the extent possible, free of governmental dictate. The spend-
ing trends indicated in Table 7 reflect this ideological imperative;
the consequent gap between the nced for and supply of low-
income units has surely worsened the homelessness situation.
In the meantime, as we discuss later, federal subsidies for high-
income housing continue unabated. As others have noted, the
policies of the Reagan years amounted to socialism for the rich
and free-market capitalism for the poor.

These recent trends in the federal obligation to subsidize the

construction of low income housing reverse a long historical
commitment. The government undertook its first public hous-
ing program in 1937. That program provided federal subsidies
to amortize the cost of building low-cost housing, was admin-
istered by local housing boards, and was highly restrictive in
eligibility (Levitan, 1985). The Housing Act of 1949 established
a national goal of upgrading and augmenting the general hous-
ing stock so that every American would have a “decent home
-and suitable living environment.” Throughout much of the post-
“War period, the housing industry was highly productive, the
“concern over “inadequate housing” referred to the quality, not
quantity, of available units, and the number of relatively afford-
able suburban single-family units steadily increased.

The Housing Act of 1968 set a goal of 26 million new units
over the next decade, six million of them targeted to low-income
households (Hartman and Zigas, 1989: 8). The goal was not met
and thereafter the government refrained from setting specific,
numerical housing goals. The 1980s witnessed lowered housing
production levels across the board and a sharp diminution in the
federal low-income housing effort. To be sute, national housing
policy has always been market determined, and that has always
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worked fairly well for moderate-lo-upper income groups. That
~ the market does not work particularly well for lower-income
groups has been recognized in federal housing policy since the
Depression. This half-century of recognition notwithstanding,
during the Reagan administration housing palicy for the poor
has been market-based with a vengeance, much to the overall
detriment of the low-income housing supply.

Gentrification, Copglo Conversion and Displacement:
Housing Policy by Default

A market-based housing policy implies that the private sec-
tor will invest in the housing options thal generate the most
profit in the shortest time. Despite the growing need for low-
income housing in the 1980s, the decade witnessed considerable
outright destruction of the low income housing supply (through
urban renewal and the “revitalization of downtown”) and a
great deal more conversion of low-income to upper-income
units, through a process that has comc to be known as gen-
trification. Rather than increase the number of low-rent units to
meet the growing “demand,” the “market” (which is to say, pri-
vate investors) have destroyed much of the low income housing
that was there in the first place.

The process known as gentrification resulted in significant
declines in low income housing throughout the 1970s and 1980s.
According to Carliner (1987), gentrification “inverts the normal
flow of housing” from more to less affluent consumers. In the
conventional model of housing flow, older, less desirable units
are abandoned by the affluent in favor of newer housing in pre-
viously undeveloped areas; the units thus abandoned become
available to the poor. This is the “trickle down” theory of low
income housing and is much in the spirit of the Reagan admin-
istration’s ideology. In the 1970s and especially in the 1980s,
however, older urban housing was sought out by affluent in-
dividuals and (typically child-less) couples for renovation and
reclamation; urban development policies throughout the nation
encouraged this practice (gentrification) as a means of making
downtown attractive once again to the middle class.The “down-
ward trickle” of housing has thereby been inlerrupted. Hartman
and Zigas (1989, p. 6) estimate that gentrification has resulted
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in a Joss of over a million units of SRO housing in the past two
decades. In general, “demolition, rehabilitation, abandonment
and condominium conversion have lessened the number of low-
rent housing units in most major cities” (Huttman, 1990, p. 84).
Thus, “the revitalization of downtown” has been rather a
mixed blessing. On the one hand, no one can possibly object
to the razing of rotted urban slums and their replacement by
attractive boutiques, elegant restaurants, up-scale condomini-
ums and the like. There is likewise little doubt that these de-
velopments have successfully lured a segment of the middle
class (and its tax base) back into some central city areas. At
the same time, these processes have displaced large sectors of
the urban poverty population and have destroyed large tracts of
low-income housing, particular SRO housing, which has always
- served as the “housing of last resort” for the most down-and-out
among the urban poverty population (Kasinet, 1986). With little
regard for the replacement of lost low-income units, many of
“those displaced by gentrification have come to be permanently
displaced, which is to say homeless (Wright and Lam, 1987).
 The loss of single room occupancy units has been particu-
larly widespread and disturbing. SROs require relatively little
"in the way of initial outlay and are most useful for the elderly
. poor, the disabled, and other nonconventional households for
: whom inner city living, with its proximity to business and trans-
s portation, is a boon if not an outright necessity (Kasinet, 1986;
Hoch and Slayton, 1989; Huttman, 1990). And yet, despite the
evident need for SRO housing, its availability continues to de-
cline. For example, in San Francisco, from 1975 to 1979 alone,
17.7% of the existing SRO units were destroyed or converted,
- with further losses since. Similarly, in New York City there was
. an overall 60% loss of SRO hotels between 1975 and 1981 (Hoch
“and Slayton, 1989). The number of New York hotels charging
; less than $50 per week declined from 298 to 131 in that pe-
_riod; of those dropping out of the price range, the majority are
" no longer even hotels and have been converted to other uses,
mainly to condos (Kasinet, 1986: 248; Huttman, 1990).
;. The SRO picture is evidently the same everywhere. Den-
_ver lost 29 of its 45 SRO hotels between 1971 and 1981, Seattle
" lost 15,000 units of SRO housing from 1960 to 1981, and San
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Diego lost 1247 units between 1976 and 1984 (I{och and Slay-
ton, 1989: 175). Tronically, in one city, 1,800 SRO units were
converted by the City Social Service Department to temporary
“use as emergency shelter for the homeless. In some instances,
SROs have been converted to tourist hotels, for example, the
Villa Florence hotel in the Tenderloin district of San Francisco
(Huttman, 1990, p. 84); in other cases SROs have been converted
to expensive apartment or condo complexes, somelimes with fi-
nancing through Section 8 renovation funds. (On the Section 8
program generally, see below.) Whatever the end use, these con-
verted SROs no longer function as low income housing, and this
has had obvious negative consequences for the most marginal
segments of the urban poverty population,

Unfortunately, the destruction of SROs is only part of a
larger process of displacement; the loss of low-income housing
extends well beyond the SRO sector (Huttman, 1990). Based on
data from the Annual Housing Survey, Huttman estimates that
somewhere between 1.7 and 2.4 million persons are being dis-
placed annually through outright destruction of units. Razed
units are predominantly low income units; replacement units
frequently are not. For &xample, in 1987 Lhere were 346,500 new
apartments built nation-wide. Of these, only 23,500 (7%) rented
for less than $350 a month; 74% of these lower-income units
were occupied within 3 months. The median rent for new units
constructed in 1987 was nearly $550 per month, well beyond the
reach of low income families (Statistical Abstract, 1989: 704). In
the same vein, between 1980 and 1986, some 2300 rental and
cooperative units were built for lower income people in San
Francisco. While a positive step, it is clearly inadequate given
an estimated need for 2600 new units eaclt year (Hultman, 1990).
Despite a growing need, the number of new low income public
housing units under construction nation-wide has been shrink-
ing since 1983 (Table 8).

Conversion to condominiums is another way in which low-
income housing is transformed into housing for the upper mid-
dle class. From 1970 to 1975, 86,000 rental units were converted
to condos; from 1975 to 1979, another 280,000 were converted
(Hope and Young, 1986, p. 107), with these trends no doubt
accelerating in the 1980s. Condo conversion usually results in an
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- Table 8

+ Low Income Public Housing Units (1,000s)

g Occupied Under

" Year Total Units! Construction Other?
1980 1,321.1 . 11956 20.9 10.6

. 1981 1,404.0 1,229.3 51.5 123.2

¢ 1982 1,432.2 1,2314 66.7 134.1

- 1983 1,483.3 1,262.5 86.7 134.1

" 1984 1,368.7 1,312.9 24.0 318

- 1985 1,378.0 1,344.6 9.6 19.5
+ 1986 1,365.0 1,333.8 121 19.3
1987 1,3717 1,339.1 9.5 232

~ WUnder management or available for occupancy
To be constructed or to go directly under management because no rehabilitation
needed '

Source: Statistical Abstract, 1989

approximate doubling of housing costs and, according to HUD,
about two-thirds of the original occupants move out (Hope and
Young, 1986). In some cases, SRO units that once rented for
less than $200 per month have been canverted to up-scale units
renting for $700 a month or more. Thus, gentrification and con-
dominium conversion are housing policies that generate high
. profits for developers and provide new and elegant urban hous-
ing for the affluent, at the direct expense of housing options for
the poor. To quote the Mayor of Boston, “Just look at the money
being made by conversions. It is second only to the lollery in
the amount of money you can make in one shot” {quoted in
Wright, 1989, p. 46).

Taxes: Housing Policy for the Non-Poor

Even as the Reagan administration was cutting back on
HUD's low income housing programs and encouraging “re-
vitalization” efforts that further eroded the low-income hous-
ing supply, they also continued to support a long-standing and
very expensive program of housing subsidies for the affluent,
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namely, the provision of the lax code that allows homeowners
to deduct mortgage interest payments (and local property taxes)
from their taxable incomes. Although not usually considered an
element of housing policy, this direct tax subsidy of the housing
costs of homeowners in fact dwarfs the government’s expendi-
tures on low income housing and is in that sense very much a
part of the overall policy posture aof the Reagan administration.

Disallowing the home mortgage inlerest deduction was con-
sidered as part of the Tax Reform Act of 1986, but the deduction
survived unscathed. Few people appreciate the magnitude of
this de facto federal subsidy for the home-owning classes. Dol-
beare (1988, p. 39) estimales that special housing deductions—
primarily, the deduction of mortgage interest and local property
taxes from one’s taxable income—cost the treasury more in two
years than did the total outlay for subsidized housing over the
last half-century. Specifically, the tolal federal expenditure for
low-income housing payments plus public housing operating
subsidies from 1937 through the 1987 fiscal year amounted to
$97 billion; in two years, 1986 and 1987, the total income tax
foregone via housing-related income tax deductions amounted
to $103 billion. At present, the federal lax subsidy for middle
class housing exceeds $50 billion per year (Dolbeare, 1988, p. 39;
see also Zigas and Hartman, 1989:2; Lang, 1989; Sanjek, 1986).

The income lost to the Treasury through housing-related tax
deductions (known among housing specialists as the “housing
tax expenditure”) doubled in the 1980s, rising from $26 billion in
1980 to more than $50 billion in 1988. Table Nine shows how this
housing subsidy is distributed across income classes. As would
be expected, the largest share—about two-thirds of the total—
goes to families with incomes in excess of $50,000 per year;
about one-tenth of a percent goes o families with incomes less
than $10,000 a year. (Mgst low-income families, of course, rent
rather than own and are therefore excluded from the benefits
of these deductions.)

Comparing these data on the annual housing tax expendi-
ture with HUD budgetary outlays (Table One) reveals that the
federal subsidy of middle-to-upper income housing exceeds the
total HUD budget by an approximate factor of two annually.
Thus, the government spends a great deal more subsidizing
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Table 9
Estimated Household Income and Housing Subsidy Distribution, 1988

Annual Income Housing Tax Percent
Expenditures

Less than $10,000 $0.1 1%
$10-19,999 1.1 2.2
$20-29,999 38 7.6
$30-39,999 54 10.7
$40-49,999 6.6 13.0
$50,000 & over 33.6 66.4
Total 50.6 ~ 100%

Source: Table 12, Dalbeare, 1988:41

the housing costs of the affluent than it does underwriting the
housing costs of the poor. Also of relevance in this connection,
Reagan’s tax policies reduced the tax benefits of investment in
low-cost housing, as discussed in Lang (1989).

Vouchers and Subsidies: Housing Policy for the Poor

A major thrust of the Reagan administration’s low-income
housing policy was to withdraw (as much as possible) from the
direct subsidy of new low-income housing construction and to
focus on the use of existing units to house the poor, this via the
Section 8 voucher program. Section 8 provides housing vouch-
ers for qualifying low-income households that can be used in
lieu of cash for rent. In order to qualify as a Section 8 unit,
an apartment must rent for less than a designated “fair market
value.” At the same time, to prevent obvious abuses, the unit
must also meet certain housing quality standards. Landlords
providing such units receive what amounts to a guaranteed
clientele whose rents are, in essence, being paid by the federal
government. In theory, Section 8 enhances the housing purchas-
ing power (housing “demand”} of the poor and this should in
turn cause landlords to increase the supply of eligible low-rent
units, either via new construction or through renovation of ex-
isting units to bring them up to the mandated quality standards.
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(Critically, Section 8 does not provide direct financing either for
new construction or for renovation; developers must find their
own financing throughtprivate sources.) .

Section 8 relegates the provision of low-income housing to
the private market. Qualifying households receive certificates
that make up the difference between what they can afford to pay
and the going price of rent. Consistent with the Reagan agenda,
this then gives poor families the freedom lo find available Sec-
tion 8 housing that suits their needs and purposes; it also gives
landlords and developers the incentive to supply housing that
satisfies this new demand. Section 8 is thus a classic market
solution to the low-income housing problem.

When Section 8 was first implemented, it was assumed that
a qualifying family could afford to spend 25% of its income on
housing; the voucher made up the difference between this in-
come figure and the designated fair market rent. (Fair market
rent standards vary from city to city, as would be expected.)
The “affordability” standard was later raised to 30% of income,
to keep the total cost of the program down (Zigas and Hart-
man, 1989, p. 10; Lang, 1989, p. 77). Critically, and contrary to
a common misconception, Section 8 certificales are not consid-
ered to be entitlements given to every qualifying family; there
are a limited number of vouchers available each year and they
are given mainly to AFDC recipients.

By far the largest problem with the Section & program is
that apartments good enough to satisfy the quality standard
but cheap enough to satisfy the rent standard are few and far
between, this despite the supposed program incentive for pri-
vate developers to create such units (Wright, 1989, p. 48). In
fact, approximately half the households who receive a Section 8
voucher in any given year must return it unused precisely be-
© cause an acceptable qualifying unit cannot be found (Carliner,
1987). Thus, Section 8 has done little to address the low-income
housing supply problem, although it has certainly made some
difference to the (relatively few) low-income families who re-
ceive certificates and find acceptable units.

Since the gap between average rents and the ability of the-
poor to pay those rents has increased substantially (see below),
the annual cost of the Section 8 housing voucher program has
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also grown. In order to fund the voucher system and keep to-
tal budgetary outlays within limits, federal funding for new
construction and for rchabilitation of existing units has been
slashed; thus, the Section 8 voucher system is practically all
that remains of the federal commitment to low-cost housing.

The recent and dramatic decline in federal subsidies for
the construction of new low-income housing was shown in Ta-
ble Seven. At the same time, inflation, abandonment, conver-
sion, and gentrification have seriously diminished the available
quantity of unsubsidized low income housing (Lang, 1989). To
illustrate, in 1980 there were some 350,000 “low-to-moderate
income” housing units produced; in 1985 only 200,000 were
produced. Most of the “low-to-moderate incomc” housing now
~coming on the market is in fact occupied by families with in-
comes above poverty but below the median income, not by the
truly poor. Many of the landlords in these developments re-
" quire a stable, secure source of income and thus exclude the
neediest seclors of the population. “Low to moderale” income
households are usually not poor but rather young middle class
families on their way up (Lang, 1989; Hartman and Zigas, 1989).

When all is said and done, HUD housing programs assist
fewer and fewer new households each year, for shorter peri-
ods of time (the standard HUD commitment has been reduced
from 24 to 12 years), and at a lower dollar subsidy per unit cost
of housing. The General Accounting Office has estimated that
without additional budget. authority, tenant based programs
with five year contracts will be eliminated completely by 1991 if
new contracts are not extended (American Association for the
Aging, 1987).

Additionally, despite the growing number of assisted house-
holds, the lag between assistance and need continues to grow.
At present, for each low-income househald that receives sub-
sidized housing, there are three additional eligible households
that do not; in other words, existing subsidies supply relief to
only about a quarter of income-eligible families (Dolbeare, 1988).
Even among renters earning less than $2500 per year, fewer than
a quarter live in assisted housing.

With the supply of low-income housing continuing to shrink
and the need continuing to grow, it is not surprising that the
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waiting lists for subsidized housing have become interminably
long. The U.S. Conlerence of Mayors recently surveyed pub-
lic housing waiting lists in 27 large cities. The average waiting
time from application to occupancy of a subsidized unit was 22
months. In Chicago, the average applicant will wait 10 years for
Section 8 housing and in Washington DC, 8 years. It has been es-
timated that the waiting Jist for subsidized public housing units
is 17 years long in New York and 20 years long in Miami (Daly,
1990: 137). The Conference of Mayor's survey also showed that
waiting lists for assisted housing have been closed in 65% of
the surveyed cities due to excess demand. In Ohio, there are
40,000 people waiting for public housing; officials from the Na-
tional Association of Housing and Redevelopment eslimate that
in 1987, a half million families nation-wide were on the waiting
lists for assisted housing:(Report to the Commillee on Banking,
Housing and Urban Affairs, 1987). (Table Ten shows data on
waiting lists in selected cities.)

Reaganomics shifted the focus of federal low income hous-
ing policy away from the subsidized conslruction of low income

Table 10

Waiting List for Public Housing in Select Citics, 1986

No. Applicants Waiting Total Units

Akron 1,720 4,784
Baltimore 13,875 17,679
Buffalo 3,039 5,069
Chicago 44,000 49,155
Greensboro 1,177 2,220
Philadelphia 8,400 20,380
Pittsburgh : 2,957 9,850
Sacramento 2,755 2,791

Source: Council of Large Public Housing Authorily lelephane survey, July 1986
from “A new housing palicy™: recommendation of nrganizations and individu-
als concerned about alfordable housing in America. U.S. Government Printing
Office, 1987.
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units and towards so called “tenant based” subsidies (Section 8
vouchers) that, contrary tu theory, have not added to the hous-
ing supply. “In 1980, 81% of incremental HUD subsidized units
were new or rehabilitated Section 8 or public housing units; by
1988 that figure had fallen to 4%" (Zigas and Hartman 1989,
p- 19; see also Carliner, 1987, p. 126). So far as the remaining
“supply side” subsidies are concerned, HUD's current focus is
on projects with local governments as the housing providers.
Most of these projects are targeted to temporary shelter and
short-term services (Daly, 1990).

An additional problem for the 1990s is the possible loss of
subsidized housing units through expiration of their existing
HUD contracts. Lang (1989} estimates that there are presently
some 900,000 federally subsidized units that will be eligible for
refinancing over the next few years; in most cases, these re-
financed units will be permanently subtracted from the low-
income housing stock. Already (according to Lang), numerous
public housing projects have been either demolished or sold to
the private sector.

As indicated earlier, what remains of the federal commit-
~ ment to low income housing is mainly the Section 8 voucher
' program. Section 8 vouchers are usually short term commit-
¢ ments (5 years) because HUD officials initially hoped that falling
" interest rates would soon render the voucher system unneces-
* sary. This, of course, has not happened and is not likely to
. happen anytime soon. In the interim, only a quarter to a third
of income eligible households receive any form of federal low-
income housing assistance (Zigas and Hartman, 1989: 15).

Whether the houscholds currently receiving housing vouch-
- er assistance will continue to do so is highly problematic. About
a million existing Section 8 contracts will expire between 1990
- and 1994. In the face of the Reagan-induced budget deficit, the
cost of renewing them may well prove prohibitive. In this vein,
the Director of Housing and Monetary Policy for the AFL-CIO
estimates that “over a 5 year period and with a 5 year occu-
* pancy renewal cycle, the cost to the [federal government] of [re-
newing] 5 year vouchers for 968,000 units would increase from
$29 billion in the 1990-1994 cycle to $33.5 billion for the next 5
years” (Schecter, 1989: 149). One is entitled to doubt whether -
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the federal coffers will sustain “hits” of this magnitude in what
can be referred to as the Gramm-Rudman era; if not, roughly
a million families will soon be dropped from the housing as-
sistance rolls.

It is obvious that the voucher program can only succeed if
there is an ample supply of acceptable units. Units meeting the
Section 8 rent and quality standards are in noticeably short sup-
ply, as we have already said, and the exceptionally low vacancy
rates in these units further compound the problem (Zigas and
Hartman, 1989: 12). While vacancy rates nation-wide have been
around 7-8% in recent years, the rates vary sharply by region
and by type of unit (Table Eleven). For example, vacancy rates
are lowest in the Northeast (usually around 4%). Vacancies in
larger apartments are lower still (about 3%). Nation-wide, most
vacant units are either high rent luxury apartments, suburban
units that are not available to the poor, very small units that
are not adequate for poor families, or simply substandard units
(Huttman, 1990). Among acceptable and adequate units within
the means of the poor, vacancy rates are minuscule. For exam-
ple, the vacancy rate of apartments renting for less than $100 a
month was only about 2% in 1989.

Conclusions

The general portrait sketched here has been drawn by many
others; the principal feature that comes consistently into view
is more poor people couipeting for less low income housing
(Wright and Lam, 1987; Bassuk, 1986, Dolbeare, 1988; Lang,
1989; Hartman and Zigas, 1989; Zigas and Hartman, 198%;
Huttman, 1989; Sanjek, 1986; McChesney, 1988). The overall di-
mensions of the low income housing “squeeze” are easily illus-
trated. In 1970, there were two low-income units (renting for
less than $125 a month) for each low-income renter household
(annual income below $5,000). By 1983, that situation was re-
versed; two low-income renter households for each low-income
unit (Dolbeare, 1988). In 1975, 3.7 million low-income renters
paid more than 50% of their incomes for rent; in 1983, 16 mil-
lion low-income renters paid more than 50% of theit incomes
for rent, some two-fifths of the total (US Conference of May-
ors, Report to the Subcommittee, 1989). In 1983, of the 2 million
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Table 11
Vacancy Rates, 1982-1987 (%)
1982 1983 1984 1985 1986 1987

Total rental

units 5.3 5.7 59 6.5 7.3 7.7
Inside SMSAs 5.0 5.5 5.7 6.3 7.2 7.7
Qutside SMSAs . 6.2 6.3 6.4 7.1 8.2 7.8
Northeast 3.7 4.0 37 3.5 39 4.1
Midwest 6.3 6.1 5.9 59 6.9 6.8
South 5.8 6.9 7.9 9.1 10.1 109
West 54 52 5.2 6.2 7.1 7.3
Units in structure:

1 unit 3.6 3.7 38 38 3.9 4.0

2 or more 6.2 6.7 7.0 79 9.2 9.7

S or more 6.5 7.1 7.5 88 104 11.2
Units with:

3lrooms or less 7.2 7.2 7.5 8.8 10.2 10.7

4 rooms 5.0 57 6.3 6.9 8.0 8.6

5 rooms 40 44 4.6 3.0 5.3 5.4

6 rooms or more 3.5 3.7 35 3.2 3.3 3.3
Monthly rent:

Less than $100 34 2.5 2.7 35 2.8 2.2

$100 or more 54 5.7 5.9 6.6 7.7 9.0
Year built;

1960 or later 53 59 6.6 7.9 9.5 11.2

1965 or later 5.6 6.2

1940 ~ 1959 5.2 54 5.6 8.2 6.9 7.7

1939 or earlier 55 5.6 5.3 5.0 5.0 5.1
Plumbing:

With all facilities 5.1 5.5 3.7 6.3 72 7.5
Lacking faciliies 122 118 136 13.8 14.5 16.2

Source: Statistical Abstract, 1989
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renters with incomes less than $3,000 per year, 86% paid more
than 60% of their incomes for rent (Nelson, 1990). The median
rent (in 1988) for a two bedroom apartment in San Francisco
was $850 per month; in Los Angeles, $616 a month; in Nassau-
Suffolk county (New York), $670 a montly; in Washington DC,
$563 a month; in St. Louis, $419 a month; and in Houston, $400
a month (Huttman, 1990: 89). Most rental housing in the ur-
ban areas is priced well beyond the means of the poor, even
as the number of the urban poor has increased. But even the
poor have to live sumcwhere. Increasingly, “somewhere” has
meant on the streets. Even more frightening is the possibility
that as many as 3.5 million additional [ow cost rental units will
be taken out of the housing supply over the next few years
(Lang, 1989: 17).

The U.S. Conference of Mayors concluded (in testimony be-
fore the House Subcommittee on Housing and Community De-
velopment) that none of the 27 cities they had surveyed would
be able to meet the near-term housing needs of their low income
families because of the continued federal cutbacks in housing
subsidies (1989: 293). The Subcommiittee responded that from
1980 to 1989, its jurisdiction over low-income housing had been
dramatically reduced and that little (if anything) could be done.
This reduction is reflected in a 72% cut in the Subcommittee’s
budgetary authority for the Subsidized Housing Account and
a consequent decline in the number of households assisted by
that account, from 187,892 assisted households in 1980 to 83,685
in 1989. '

As we and many others have shown, the Reagan years wit-
nessed dramatic declines in the supply of low-cost housing,
substantial increases in the poverty rale (especially in the large
cities), and drastic shifts in federal policy towards housing the
poor. A related development, one that we have not touched on,
was an increasingly stringent, even punitive, atlitude towards
low-income recipients of federal assistance, a tightening of wel-
fare eligibility requirements, a reduction in the level of assis-
tance, and the “purging” of the assistance roles (Hope and
Young, 1986; Stern, 1986: 117). The inevitable consequence has
been a crisis in low-incotpe housmg and an increase in the num-
bers without housing, Wthh is to say the homeless.
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Next to adequate nutrition, suitable housing is the most ba-
sic element of social welfare and housing policy is therefore
a fundamental component of social policy in general (Esping-
Anderson, 1985). Most of the advanced industrial democracies
find it necessary to subsidize their housing supplies in order
to achieve their overall social welfare goals. In contrast, in the
United States, we have always subsidized a lower percentage of
the housing stock than virtually any other industrialized nation
(Hartman and Zigas, 1989, p. 9), a comparison that became even
less favorable in the Reagan years. For all practical purposes,
we now stand alone among the Western nations in our apparent
indifference to housing the poor. _

Adequate housing has become, it seems, a privilege of the
affluent rather than a basic right of citizenship guaranteed to
all. There is obviously no philosophical or ideological objection
to the general notion of housing subsidies, since every home-
owning household that itemizes its federal income tax deduc-
tion receives one. The objection, rather, is to providing housing
subsidies to those that truly need them.

The notion thal the private market would somehow take
care of the housing needs of the poor, wilh only a little federal
voucher assistance to those of greatest need, must be counted
as one of the greal delusions of the 1980s. “The Market” was
responsible for the outright destruction of a great deal of low-
income housing as the central cities were revitalized to accom-
modate the tasles of the young and wealthy, but it provided a
meager to non-existent backflow (or downward trickle) of low-
cost housing for those displaced by the renovation effort. The
result is that hundreds of thousands, possibly millions, now
find themselves without housing and must either avail them-
selves of lhe good will of friends and families, utilize tempo-
rary over-night shelters, or sleep in the streets. This cannot in
good conscience even be called a housing policy. It is madness
masquerading as a “free market” ideology—perhaps the most
enduring legacy of the Reagan administration.

What can be done now to undo the harm inflicted on the
poor by the housing sirategies pursued in the 1980s? There may
well be some alternative in all this to a renewed federal com-
milment to the subsidized construction of low-income housing
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units, but frankly, we fail to see what it might be. Unfortunately,
the size of the federal deficit (another inheritance from the Rea-
gan years) in essence rules out any bold, new, social welfare
programs for at least the nexl decade. In the meantime, it is an
easy prediction that the homelessness problem will continue to
worsen and that the new Millennium will find us still grappling
with and embarrassed by this national disgrace.

[
A
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The Fall of the Industrial City:
The Reagan Legacy for Urban Policy
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The Reagan presidency reversed a half-century of federal aid to cities.
Poor minorily communities were particularly hard-hit, since this was
accompanied by a white flight to the suburbs and the replacement of bet-
ter paying industrial jobs requiring little education with poorer paying
service jobs requiring more education. Meauwhile wealtity communities
prospered. To address urgent social problems, urban politicians are advo-
cating stralegies such as industrial policy, public entrepreneurship, and
guerrilla welfare.

The Reagan presidency oversaw a fundamental change in
American urban policy—the deimise of the drab, industrial city
and the rise of its glittering, postindustrial successor. Reversing
a policy stance established during the New Deal, the Reagan
administration failed to develop federal legislation to amelio-
rate the social and economic dislocation concomitant with the
very substantial shifts in capital and population which have
occurred. In place of a visible and coherent urban policy, the
Reagan administration preferred an oblique, but highly success-
ful, strategy in urban affairs. This strategy decimated categorical
grants to cities for the purposes of economic and community de-
velopment, exacerbating an already-marginal standard of living
for the poor who were experiencing significant loss of benefits
through means-tested programs. Less recognized at the time,
tax cuts and deregulation served to accelerate the flight of capi-
tal from the industrial, “rustbowl” in favor of the postindustrial,
“sunbelt.” A decade after the inauguration of Ronald Reagan,
the two issues most prominent in urban America follow from
this strategy: the emergence of an underclass in older cities, and
the massive Savings and Loan scandal attributable to specula-
tion in the booming metropolitan areas of the West and Soulh.

149
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Urban Policy and Social Welfare

Since its inception during the Progressive Lra, urban policy
has been inextricably bound to the American welfare state. The
predecessors of modern social service agencies were established
in America’s industrial heartland before the turn of the century:
the first Charity Organization Society in Buffalo in 1877; the first
Settlement House in New York City in 1887 (soon (ollowed by
the most well-known Settlement—Hull House—in Chicago in
1889) (Axinn and Levin, 1982). The Progressive penchant for
efficient administration directly influenced the next generation
of social service agencies, as evident in the Milford Conference
Report, which detailed the structure and process of both public
and private agencies (National Association of Social Workers,
1974). This implicitly urban format for service provision was
veplicated in virtually every city, leading Wilemky and Lebeaux
to conclude that “virtually all welfare service” was dispensed
through this model (1965, p. 231).

Progressives’ concern for effective administration comple-
mented their campaign for good government, an atlempt to rid
municipal governance from the corruption associated with the
likes of Tammany Hall's Boss Tweed and George Washington
Plunkett. “Good Government” became a rallying cry for such
luminaries as Jacob Riis, Lincoln Steffens, and Upton Sinclair.
Together, the “clean administration” Progressives and the “good
government” Progressives laid the groundwork for what was to
become the New Deal. It is significant that many of the architects
of the American welfare state wete tenants of Jane Addams’
Hull House, among them Edith and Grace Abbott, Julia Lath-
rop, Florence Kelley, Frances Perkins, and John Dewey. Harry
Hopkins, a lightmng—rod for many of FDR’s initiatives, had
resided at New York'stChristadora House Settlement (Karger
and Stoesz, 1990, p. 339).

Federal urban policy began with passage of the Housing
Act of 1937, which provided assistance to states and cities for
purposes of eliminating unsafe and unsanitary housing. After
the War, the Act was amended so as to focus an slum clearance
and urban renewal (Karger and Stoesz, 1990, p, 243). The broad
authority granted to local government coupled with the lack
of advocacy by minorities and the poor resulted in federally-
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funded projects which severely damaged working class commu-
nities (Gans, 1962), often replacing them with housing projects
which resembled vertical concentration camps. In 1954, the Act
was again amended, eliminating a requirement that residential
housing be a substantial portion of federally-supported projects.
As a result, African-Americans claimed, by an ironic semantic
shift, that the “urban renewal” provision of the Act actually
meant “Negro removal.”

The War on Poverty, declared by President Johnson, ushered
in a series of domeslic programs which were intended to im-
prove the plight of minorities and the poor. Because these popu-
lations disproportionately inhabited urban areas, programs
targeted for them were beneficial for cities. Among lhem, the
Manpower Development and Training Act of 1962 financed ed-
ucation and job training for the poor; the Civil Rights Act of 1964
enhanced the life opportunilies for racial minorities; the Food
Stamp Act of 1964 improved nutrition of the poor; the Com-
munity Mental Health Centers Acts of 1963 and 1965 funded
psycho-social services for the poor; the Medicaid and Medi-
care amendments to the Social Security Act provided health
insurance for the poor-and clderly; and the Economic Oppor-
tunity Act of 1965 provided an umbrella for several impor-
tant initiatives, including ead Start, the Job Corps, the Le-
gal Services Corporation, Model Cities, and the Community
Action Program.

The Community Action Program (CAP) quickly became the
most controversial facet of the War on Poverty. Because local
CAPs administered programs independent of municipal gover-
nance, Lhey were viewed skeptically by city officials. However,
when CAPs were required to have one-third representation by
the poor in decision-making, and the poor challenged the power
structure in many cities, mayors reacted strongly (Moynihan,
1969). The instability generated by “citizen participation” in
poverty programs was punctuated by utban riots of the mid-
1960s which were attributed to prevalent racism and an absence
of opportunity for the poor (National Advisory Commission on
Civil Disorders, 1968). Turbulence in federal urban policy was
addressed in the Housing and Community Development Act
of 1974, which reassigned virtually all .of the CAP programs
to other agencies, dismantled CAPs as they were known, and
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relegated participation of the poor to an advisory function. Rein-
forcing the role of mefydpolitan government, the 1974 Act incor-
porated a range of programs—including wrban redevelopment
and beautification, Model Cities, neighborhood improvement,
and historic preservalion—which were budgeled at $11 billion
for 1978-80. By 1981, the Dtpartment of Housing and Urban
Development (HUD), the primary agency through which urban
policy was implemented, subsidized about 3.5 million housing
units (Karger and Stoesz, 1990, pp. 244, 243).

The Reagan FEra

With the inauguration of Ronald Reagan, a half-century of
progress in federal urban policy abruptly came to an end. The
federal reversal of aid to cities was the resull of a dual strategy—
divesting the federal government of its responsibility for social
problems while assigning that task to subordinate levels of gov- -
ernment (federalism), and delegating as much of the program
function as possible to nongovernmental providers (privatiza-
tion). By the end of the decade, federalism and privatization
had had a profound impact on the welfare of America’s cities
and their peoples.

For the record, it is important lo recognize that the Reagan
legacy in urban policy was not complelely remiss. During the
early 1980s, much legislative attention was directed at an initia-
tive which promised to lure industry inlo the nation’s, most eco-
nomically depressed communities. Pioncered in Greal Britain
and imported to the US. by Stuart Butler, a British analyst
recruited by the conservative Heritage Foundation, the Urban -
Enterprize Zone (UEZ) concept was poised as the Republican
antithesis to a series of Demacratic urban programs. In designat-
ing UEZs, government would offer business special considera-
tions, such as tax rebates, reductions in the minimum wage, and
waving certain occupational and health prolections, in order to
induce firms to relocate in poor areas. Aggressively promoted
by then-Representative Jack Kemp, UEZ legislation attracted
the endorsement of such dispavate groups as conservative
ideologues, Democratic mayors, and civil rights organizations
"(Stoesz, 1985). Yet, a combination of neglect on the part of the
Reagan administration and whal was laler to prove glaring
incompetence in the administration of the HUD, under the
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direction of Samuel Pierce, who was later charged with mis-
appropriating $2 billion in low-income housing aid (Ostrow,
1990), effectively killed any prospect that UEZs would become
‘national policy. Ironically, the UEZ concept remains the maost
viable urban policy option [or the Bush administration, and it
is HUD Secretary Jack Kemp who is again promoting the idea
in the face of even greater obstacles.

Federalism and privatization provided a power{ul ralionale
for the withdrawal of the national government in urban pol-
icy. From 1980 to 1988, federal spending for housing decreased
from $27.9 billion to $9.7 billion (Leonard, Dolbeare, and Lazere,
1989, p. 32). As a resull, the supply of low-income housing failed

‘to keep pace with the number of poor households. While the
number of poor renter households increased by 3.2 million be-
tween 1974 and 1985, the number of low rent units fell by 2.8
million (Greenstein and Leonard, 1990, p. 21). This, of course,
“contributed significantly to increases in homelessness during
_the same period.

- Federal grants to cities declined sharply during the Reagan
_administration. Between 1975 and 1980, federal aid to subordi-
nate levels of government for community development block
grants increased from $38 million to $3.9 lillion—but had de-
clined to $3.3 billion by 1987. Similarly, the federal contribution
for community services block grants decreased from $557 mil-
lion in 1980 to $334 million in 1986 (Statistical Abstract of the
United States, 1988, pp. 260, 337). The House Ways and Means
Committee reported that “for HUD's programs alone, appropri-
ations of budget authority declined (in 1989 dollars) from a high
of $57 billion in 1978 to a low of $9 billion in 1989 (Commit-
tee on Ways and Means, 1990: 1311). Still, in some respects Lhe
Reagan administration pales in its dunning of urban programs
compared to that of his successor. The Bush administration bud-
get for 1991 proposes to further reduce federal assistance for
low-income housing by 4.2%. For the same year, federal alloca-
tions for community development block grants are dropped to
$2.7 billion, and federal support for community services block
grants plummet to only $42 million (Greenstein and Leonard,
1990, Table 1).
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An Urban Diaspora

During the Reagan presidency, federal urban policy failed
utterly to address problems associated wilh substantial shifts
in demography and capital affecting American cilies. During
the last two decades millions of Americans abandoned older,
industrial cities for the “sunbelt.” John Kasarda reports that be-
tween 1975 and 1985, “the South and West accounted for more
than 85% of the nation’s population growth” (1988 p. 154). The
consequence for select cities is depicted in Table 1 below.

Table 1
Population Changes of Seleted Major Cilies (in thousainds)
Population Population Percentage

City 1970 1984 Change
St. Louis 622.2 4293 ~31.0
Detroit 1,511.3 1,089.0 -279
Cleveland 751.0 346.5 -272

- Buffalo 462.8 339.0 —-26.8
Pittsburgh 520.2 402:6 -22.6
Los Angeles 28161 3,096,7 +10.0
Dallas 844.2 974,2 +154
San Antonio 654.3 842.8 +28.8
San Diego 696.6 960.5 +37.9
Houston 1,232.4 1,705.7 +384
Phoenix 581.6 8533 +46.7

Source: Dearborn (1988, p. 256).

Maoast of the explosive growth of southern and western cities
was fed by flight from those of the Northeast and Midwest.
Residents left behind in older cities tended to be minorities.
Between 1975 and 1985, the minority population of northeastern
cities increased from 33% to 42% (Kasarda, 1988, p. 156).

As the white population fled industrial urban areas, Lhe
economic base of America’s cities changed dramatically—blue-
collar jobs requiring less education vanished and were replaced
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by those of the information and services sectors. This penal-
ized particularly the unskilled and poorly-educated minority
-population left behind in industrial cities of the northeast and
‘midwest. “Unfortunately, the northern cities that have lost the
greatest numbers of jobs with lower educalional requisites dur-
ing the past three decades,” concluded Kasarda, “have simul-
taneously experienced large increases in the number of their
minority residents, many of whom are workers whose limited
educations preclude their employment in the new urban growth
industries” (1988, p. 178). The interaction of white flight and
technological transformation has been devastating for minor-
ities residing in older, industrial cities, particularly African
American males, as shown in the table below.

"Table 2

~ Unemployment Rates and Proportion of Male Central City Residents Aged
16-24 Whao Are Not in School and Not in the Labor Force, by Race and
. Region, 1985

Region Unemployment Percentage Not in School
. and Race Rate % and Not in Labor Force
~ All regions :
 White 13.5 6.1

Black 37.1 14.1

Northeast '

~ White 16.7 94
" Black 43.5 245
. West

White 11.3 5.5

Black 29.6 9.3

Source: Kasarda (1988, p. 187).

If the unemployment rate is combined with the labor force non-
. participation rate, the plight of young blacks is immediately
. apparent. For example, in 1985 68.0% of young blacks living in

the northeast were unemployed or not in school or not working,
. compared to 38.9% who lived in the West.
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The Undercinss

The consequence of these developments has been the spread
of an urban “underclass.” From exploralory investigalions of
the deterioration of poor, urban ncighborhoods (Glasgow, 1981;
Auletta, 1982; Lemann, 1986), social rescarchers have developed
a more sophisticaled understanding of the correlates with un-
derclass status (Wilson, 1987; Mcl.anahan, Garfinkel, and Wat-
son, 1988). In a synthesis of previous studies, McLanahan and
her associates idenlified three factors contributing Lo underclass
status: persistent and weak attachment ta the labor {orce, inter-
generational dependence, and ghettoization. Of particular inter-
est is the latter, the increased social isulation of the very poor,
as shown in the following table.

Table 3
Trends in Social Conditions in Large Central Cilics, 1970-1980
Census Tracts with Census Tracts with
20 Percent "oor 40 Percent PPoor
I'ercentage Percentage
Indicator 1970 1980 Change 1970 1980 Change
Employmenl rale Ny
males, 16+ 63.3 © 560 =13 565  d6.0 ~22
AFDC familics 198 280 10 0.2 420 + 40
Black persons 272 265 ~3 6.3 8.3 + 32
Poor Blacks 28.3 305 8 94  13.1 +40

Adapted from Mclanahan, Garfinkel, aned Walson, (1988, p, 130)

While poverty continued to impact poor neighborhoods (cen-
sus tracts with 20 percent poor), it worsened considerably the
conditions of poorer neighborhoods (census tracts with 40 per-
cent poor).

A conspiracy of events, then, transformed the industrial city
beginning in the 1970s. White flight decimated citics of the
Northeast and Midwest, leaving behind larger concentrations
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of minorities. Technologival and economic shifts reduced the
demand for unskilled labor, reducing sharply employment op-
portunities for African-Americans. Concommitantly, fedcral re-
ductions in grants lo lhe poor and to cities failed to help those
left behind make up for lost ground. As a result, the social and
economic circumslance of the poor worsened considerably, fur-
ther isolating them from the American mainstream. Unarguably,
a consequence of the Reagan administration’s unwillingness o
fashion a coherent urban policy is the emergence of an Ameri-
can underclass. By the 1990s, areas of many industrial cilics had
virtually imploded (Jencks, 1988; Williams, 1988).

The Querclass

While industrial urban areas withered, postindustrial cities
expanded dramalically as a result of massive infusions of capi-
tal. Rejuvenating the vconomy had been a primary concern for
the Reagan administralion, of course, especially after a blis-
tering campaign assault on the “stagllation” that plagued the
Carler presidency. More immediately, the severe depression of
the early 1980s made il imperative that the administration move
swiflly. In short order, Congress agreed lo a sizable fax cut
which benefitted wealthy individuals and corporations, and it
stripped much of the regulatory red-lape from the financial in-
dustry. The latter action would ultimately lead to the preatest
financial debacle in the nation’s history--the Savings and Loan
(S&I.) scandal.

Deregulation of the financial industry had direct implica-
tions for social welfare, since poverty programs were funcded
through public funds. According o “supply-side economic the-
ory”, government expendilures must be reduced since federal
revenues are derived from laxes, monics that the privale sec-
tor needs for capilalization. In effect, “Reaganomics” held that
government compeled with industry for capital by levying taxes
on private revenue, starving the goose hat lays the golden epgp,.
As regards wellare, cventually an unfellered economy would
generate an even greater surplus which could be taxed, thercby
compensating for carlier reductions in expenditures for domes-
tic programs. Flowever flawless it may have seemed in theory,
in practice “Reaganomics” proved abrasive o the nation’s social
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fabric. Reagan domestic policy led to a massive shift in wealth
from the poor lo the wealthy, creating an income gap that
reached its widesl point since data had been first collected in
1947 (Greenstein and Barancik, 1990). And, through the dereg-
ulation of the S&L industry, it resulted in an enormous devel-
opment program—one which ultimately (avors the burgeoning
cities of the “sunbelt” at the expense of thase of the “rustbowl.”

By deregulating the financial industry, the Reagan adminis-
tration was able to replace a diminished, yet enduring, govern-
ment urban policy with a corporate policy which overwhelmed
federal programs of the previous half-century. The amount of
this “corporate urban policy” is roughly the amount taxpayers
will have to fork-over to repay deposilors for money lost to
speculative investments, primarily in real estate—between $300
and $500 billion over the next ten yecars (Greider, 1990, p. 11).
Because S&Ls in conservatorship tend to be located in the sun-
belt, the S&L bailout represenls an unprecedented, intranational
transfer of funds. According to Hill, 37 stales will finance the
liquidation of debt incurred in the remaining 13. Of these, sev-
eral stand to gain substantially: “Texas will receive 43.2% of the
gross bailout funds, followed by Arkansas (7%), Florida (6.8%),
California (6.7%), New Mexico (5.1%), Louisiana {4.6%), Arizona
(4.2%)” (1990, p. 42). As presently conceived and assuming a fi-
nal cost of $300 billion, the bailout will penalize the “frostbelt”
states $123 billion.! In presenting his analysis, Hill identified
the bailout as an “economic development program in the same
sense that debt forgiveness” is offered to Lhird-world nations,
except in reverse. “The bulk of the trans(er will be coming from.
the Northeast and Midwest, regions attempling to renew their
economies. The recipients are mainly located in regions that
have experienced rapid job growth,” noted Hill. “Money capi-
tal is being taken from regions that are attempting to renew their
infrastructure, or physical capital, and given to regions with the
newest physical capital” (1990, p. 44).

While the 5&L scandal has substantial implications for ur-
ban policy, it also affects the national culture. If one aspect of
the Reagan legacy in urban policy is the rise of the “under-
class” due to cutting benefits to the poor, its corollary is the
rise of Lhe “overclass” as a result of tax cuts for the wealth, and
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fiscal wheeling and dealing. Here, Sidney Blumenthal’s acerbic
portrayal is worth reprinting.

The overclass is the distorled mirror image of a caricature of
the underclass. It is not the old establishment of Prescott Bush,
George's father; it is, rather, the demimonde of rentiers who, un-
der Reagan, clbowed Lheir way to the top, where they haslily built
mahogany-paneled offices to create an aura of settled legitimacy.
This overclass piled up vast wealth shuffling junk bonds, paper
assets, and .real cstate. [is monuments are not factories but At-
lantic City casinos and boarded-up department stores. The over-
class battencd under Reagan; under Bush it sought to consolidate
its respectability (1990, p. 20).

In an exhaustive analysis of the excesses of the Reagan era,
Kevin Phillips (1990) profiled the American “plutocracy” which
emerged during the 1980s. “Corporate executives and investors
‘were the prime 1980s beneficiaries,” he concluded (p. 166).

Yet, the contradictions posed by an ostentatious overclass
'_are not so facilely reconciled with a stricken underclass. Con-
sider that the $1 billion in indiscretions of Silverado S&L—in
‘which the President’s son, Neil, is implicated—easily exceeds
the $691 million proposed by his father in aid for the home-
less for 1991. Or, that the amount taxpayers will absolve Lin-
.coln $&L’s Charles H. Keating, Jr. of $2.5 billion, eclipses what
‘the Bush administration proposed for the Women, Infants, and
Children Supplemental Food Program for 1991.2

Reconstructing Urban America

= As a result of the feoeral retreat from urban policy, mo-
‘mentum gained on several fronts lo address the increasingly
‘ dire straights of many American cities. Since the programmatic
-articulation of these orientations has yet to be broadly demon-
-strated, they are largely expressions of ideology. Still, a post-
' Reagan urban policy is likely to be influenced by present discus-
.sions around “industrial policy,” “public entrepreneurship,” or
+ “guerrilla welfare.” While these differ in important ways, they
-share an important dimension—an acceptance of the premise
‘that the federal government is not the sole actor in 1esolvmg
“urban problems.
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Industrial Policy

Ciling, the decline of American industry in an increasingly
competitive global economy, several analwl\ have called for the
creation of a national industrial policy. Leaving the particulars
aside, such a policy would be negotiated through a troika con-
sisting of governmentrindustry, and labor. Since an industrial
policy would altempt to bolster existing industry threatened by
international competitors as well as foster the cmergence of new
enterpriscs, it has direct implications for urban policy. Through
a national urban policy, decaying urban infrastructure could
be rebuilt, blue-collar workers retrained {ur new high-tech jobs,
communities where heavy industry had predominated could be
transformed lo showcasces for light manufacturing and informa-
tion technology. As exemplars, proponents of national industrial
policy point to Japan and West Germany which have benefited
mightily from a high degree of economic management during
the post-war era.

To some cextent the prospects that urban America will ben-
efit from an industrial palicy are contingent an which form of
economic management is proposed. Drawing from leftist the-
oreticians (O’Connor, 1973; Gough, 1979), some analysts called
for an industrial policy heavily influenced by a nalional govern-
ment (Thurow, 1980; Kullner, 1984, 1987). Others, showing alle-
giance loward labor and community, advanced more populist
initiatives (Bowles, Gordon, and Weisskopl, 1983; Alperovitz
and Faux, 1984; Harrison and Bluestone, 1988). To the right,
Kevin Phillips proposed a variant in which the corporate sector
was dominant (1984). Plaving a middle ground, Robert Reich
opted for greater coordinalion among principles, a de facto in-
dustrial policy without calling il as much (1983, 1987).

Yel, (or all the intellect aimed al developing a national eco-
nomic recovery policy, a decade of deliberation failed to de-
fiver such a policy. In fact, al the national level, government
pursued a laissez-faire tack, secking further integration of the
U.S. economy in international capitalism. At the state level, the
sole effort Lo develop industrial policy was rejecled by Rhaode
Island voters in the mid-1980s (Reich, 1989, pp. 255-57). Short of
a major economic dislocalion - -attributable lo a global depres-
sion, the consolidation of the European Economic Communily
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in 1992, or, guite possibly, the S&I. crisis—(he prospects of the
U.S. farging an industrial policy remain slim. In its absence, the
industrial cities of the Northeast and Midwest will conlinue to
lose capital and population.

Public Entireprencurship

Facing the political equivalenl to Chapler 11, mayors sought
allernale supports as the federal government reneged on ils
commilment to the nation’s cities. States would pick up some of
the slack, though some, such as Calilornia and Massachusetts,
had passed initialives which limited stale tax increases, Ulti-
malely, city leaders had little choice but to turn Lo the private
sector, experimenting with “public-privale partnerships”. La-
beled “public enlreprencurship” by John Kirlin, urban leaders
sought “to mainlain local business and employment growth—
and thus local government revenues—by stimulaling privale
seclor involvementl in local economic development projects and
- urban service delivery” (Kirlin and Marshall, 1988, p. 349).

This strategy led mavors to innovative relationships with
foundations and business. For cxample, after experimenting
~ with locating computer assembly facililies in poor neighbor-
hoods, Control Data Corporalion cslablished the City Venture
Corporation to further its plans in civic responsibilily (McK-
innon et al., 1982). In order to wean community development
programs from dependency on donors, the Ford Foundation
established the Local Initiatives Support Corporation (LISC) to
make them economically self-sufficient. By the mid-1980s, LISC
claimed assets of over $100 million and projects in 23 cilies (Os-
borne, 1988, pp. 30:4-5). The Enterprise Foundation, lounded by
~developer James Rouse in 1981, used revenues from a profit-

making subsidiary (o [und housing developments for the poor.

By 1984, the Enlerprise Foundation claimed projects in 12 cities
and had targeted 50 cities for intervention by the end of the
decade (Enterprise Foundation, 1983).

Such endeavors led lo the creation of Community Devel-
- opment Corporalions in several cities in order to beller focus
" the inlerests of governiment, foundalions, and business on dis-
tressed neighborhoods. In a review of such efforts, Osborne
urged the creation of “development banks” to regenerate poor
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communilics. Ciling examples such as Chicago’s Shorebank
Corporation and the Kentucky Highlands Investment Corpo-
ration, Qsborne concluded that

the ideal community development strategy watld build compres
hensive development arganizations, cach tailored to the realities
of the local community. These institutions would have signifi-
cani resowrces. They wauld (ocus on bolth economic and social
problems. Their goals would be investment, rather than spend-
ing. Thev would leverage as much private investiment as possible.
They w ould seck to build the Lapaul\ uf local people and insti-
tutions. They would have built-in market feed back mechanisms,
And Lhey would have the capital and political commitment to
remain in place for the long haul (1988, p. 302).

What remains to be seen of Lhe public éntrepreneurial stral-
egy is whether it is possible to generate the capital and will
to address lhe tenacious prablems associated with deteriorating
urban l‘lCll.,hbolhOOd‘%Lll’lhdhllL‘Ll by the underclass, With present
governmenl expenditures already restricled by the deficit and
future appropriations commilted to the S&l. bailout, public
funds are not likely to be forthcoming, Privale sources, either
from foundations or corporations, are conlingent on a healthy
economy. The market crash of October 1987 and wild slock
fluctuations accompanying cvents in the Mideast in 1990 tend
to dampen the enthusiasm al business leaders for civic projects.
Under the best of circumslances, private seclor innovalions are
unlikely o produce the capilal necessary (o freshen the nalion’s
economic backwaters. Still, considering the federal retreal from
urban allairs and the fiscal straightjackel slifling, city manage-
ment, mayors have litlle choice but make the maost of “public
entrepreneurship”.

Guerrilla Welfare

Inevitably, the social and economic palhology besetting
many cilies drove some community activists lo radical taclics.
Radicalism has been a continuous feature of the American ur-
ban experience, so this is hardly surprising. Much of the social
programming of the American welfare stale can be attribuled
to radical organizers of the labor movement, reflecled in the
New Deal, and the civil rights movemenl, reftected in the War
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on Poverty. In their classic history of public assistance benefits,
Piven and Cloward (1971) demonstrated that the "generosity”
of welfare programs is actually cyclical, contingent on politi-
cal and economiv inslability, which is, to a degree, generated
by radical organizers, Saul Alinsky’s organizing stralegies (and
antics) in Chicagio and Buffalo have become as legendary as his
wrilings (1972).°

Still, the 19805 marked a particularly mean period in the na-
tion’s treatment of the economically and socially dispossessed.
Despite worsening, conditions, civil disturbances of the 1980s
failed to materialize on a scale of those of the 1960s. To ad-
dress problems of the homeless in Washington, D.C., Mitch
Snyder and other pacifist radicals, founded the Community
for Creative Non-Violence (CCNV). While the Reagan admin-
istration launched its assault on poverty programs in the carly
1980s, CCNV began its offensive against Reagan. Through such
dramatic aclions as creating a symbolic cemetery—in Lafayette
Park across froin the White House-of those having, died ol expo-
sure, and underlaking several hunger strikes, CCNV seized the
moral high ground. Ullimately, CCNVs radical laclics not only
led to concessions by the Reagan administration in aid to the
homeless in the nation’s capital, bul contributed (o the passage
of the McKinney 1lomeless Assislance Act in 1987 (Hombs and
Snyder, 1983; Simon, 1990; 1fll, 1990). In Milwaukee, a classic
example of the disinvestment alfecling older, industrial cities,
alderman Mike McGoee formed the Black Panther Militia, threat-
“ening the cily with violence unless $100 million was invested
in the African-American community there. Milwaukee's direc-
tor of the department of social services, [oward Fuller, pointed
to the city’s loss ol 25,000 manulacturing jobs during the last
15 years as Lhe source of growing mililancy by Blacks. McGee
has hinted at a lerrarist strike at convenlion facililies or rolling
burning tires onto lreeways, tactics that do not scem so far-
fetched once the uniformed and cadenced Militia is considered.
“I've been studying this. I've got 1,001 ways that we can com-
pletely disrupt while life in Milwaukee,” observed McGee, “It
ain’l going to take a lot” (Maraniss, 1990, pp. 9-10).

The 1990s are apt Lo see an upsurge in radicalism in Amer-
ican cities. As the federal government walked away from cities
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and business migratedd to the sunbelt (and overseas), mayors
scrambled to cobble logether resources o deal withy a host of
festering problems. Increasingly, urban factions had lo compete
for diminishing resources. In particular, compelition increased
among those trying to clean up the social debris left behind,
a problem exacerbated since Lheir consliluents were economs-
ically and politically peripheral. Radical taclics were a quick
and visible method of climbing (o the top of the public agenda.
The problem with guerrilla welfare, as Max Weber would have
noted, is routinizing civil disobedience. With Snyder's suicide,
it is difficult to idenlify a figure capable of translorming lo-
cal achievements into a populist movement on behalfl of the
disenfranchised.! Insurgent tactics will probably become more
plausible among frustrated urban activists, but radicalism in the
U.S. has not always been progressive. Social and economic con-
ditions which marginalizc (he poor, foslering the likes of CCNV
and McGee, also marginalize the working, class, breeding the in-
tolerance of evangelical reactionaries and white supremacists.

Denouement

Approaching the end of the century, il is difficull to be san-
guine about the emergence of an urban policy thal is benefi-
cent toward minorilics and the poor. Evoking federalism and
privatization, the Reagan administration was able o reverse a
half-century of federal support for the nation’s cilies; yet, a con-
servative, governmenlal program of urban development failed
to emerge. Instead, deregulation of financial institutions resulted
in a massive, corporale urban aid program-—more popularly
known as the S&L ctisis—which benefits cilics of the "sunbelt”
at the expense of those in the “rustbowl”. To worsen matters,
Reagan rhetoric was (ollowed by Bush's ingenuous appeal to
American altruism as a substitule for effective aclion. In a real
sense, the Reagan legacy for urban policy has been "a thousand
points of blight.”

For their part, advocates for the urban poor have begun the
task of fashioning a post-Reagan urban policy, bul they have
much work to do. The prospects of a comprehensive strategy
through industrial policy are faint; privale-public partnerships
have been noteworthy, but spotty; and, radical action is even
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more idiosyncralic, Still, it has been out of such confusion and
despair that major iniliatives have been advanced in the nation's
welfare experience. Social activists can look 1o leaders of the
Progressive and Civil Righls movements for models of those
who have championed efforts to deal with urban poverly while
advancing social justice. However discouraging Lhe recent past,
the future is redolent with opportunity.
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Notes

1. For this calculation, a ratio used by Hill was employed. Hill’s penalty for
the frostbelt states was placed at $51.6 billion, but this was based on an
earlicr, low assessment of bailout costs.

2. Details on Neil Bush’s activities can be found in Day (1990), those on
Keating, in Adams (1990), Budget figures are from Greenstein and Leonard
(1990).

3. For details on Alinsky, see Horwitt (1989); on grassroots organizing, see
Paget (1990).

4. The most-likely candidate is Jesse Jackson; however, his political philaso-
phy has become more mainstream as a result of his involvement in pres-
idential politics and those of the District of Calumbia.
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A priority item on the Reagan administration’s social policy agenda
was the creation of & clarity modet of welfare, in which well-meaning
volunteers provide sevvices o Hie deserving poor and for-profit. enier-
prises cater fo the middle and upper class. This wmodet was implemented
because hman service udgets of public agencies were slashed and sub-
sidies reduced for the not-for-profit sector. This reduction resulied in
substantial wnmet needs for social services, which have wot been ade-
qualely addressed.

The authors confend that the profession of social work was not as
directly affected by these changes as may be surmised sivee professional
social workers did nol constitule a large part of the public social service
labor farce. Incrcased adiocacy is reconumended as part of the solution.

The impacl of the Reagan era on this country’s human ser-
vices has been well documented. Funding was reduced, with
consequent changes in the social service inlrastructure, and ide-
ological support built over the decades was significantly altered.

Although the challenges to the social work profession were
many, they were not as direcl, immediate, or fundamental as
they were to the public social scrvices targeted. To demonstrate
this point, it is important to examine the historical development
of the profession and the primary ideolugy of the Reagan erva.

This article examines the size and centrality of the profes-
sion of social work lo public social services before and after
the Reagan cra and the trickle down effect on the not-{for-profit

16Y
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services. Strategies to reduce the severity of fulure policies and
funding cuts are described.

Development of the Profession: Charily to professionalism
(1880-1980)

Social work had its beginnings in the friendly visitors of
the settlement houses and the Charity Organization Societies,
and in the activists who founded and stalfed these early nol-
for profit organizations. Consequently, in the early days social
work was synonymous with charity and volunteerism. How-
ever, with industrialization, urbanization, and immigralion, city
and community problems became more complex and family life
more separated from work and less well supported.

Formally organized services emerged, creating the increased
need for training for service deliverers which contributed lo the
establishment of the early schools of social work. With the de-
pression of 1929, publicly funded social services began. They
were sirengthened and expanded twice more, in the 1960s and
the 1970s: first with the enactment of the Economic Opportu-
nity Act and the Community Mental Health Centers Act, and
then with the passage of the Title XX amendments to the So-
cial Security Act. Such gxpansions broadened the support and
funding for social servicés, bul did not include professional so-
cial workers either in the policy making process or in actual
service delivery (Reeser & Epstein, 1991 p. 15).

Although the profession may have viewed Lhese sweeping
bills as opening new vistas, apportunities, and roles for pro-
fessional social workers, in (act, there were insufficient num-
bers of Masters in Social Wark (MSWs) to even begin to fill
these new positions. By the late 1960s, therc were only 70 grad-
uate schools of social work in the United States, producing
approximately 5,600 MSWs annually (Council on Social Work
Education, 1971). Therefore, the profession was unable to fill
all of the direct service delivery positions available. Similarly,
policy making positions might have included social workers
trained at the doctoral level in research and/or policy analy-
sis. But by 1970 only 1,000 doclorates in social work had been
awarded; again, an insufficient number for leadership in estab-
lishing policies.
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Although the decade of Lthe 1970s saw growth in social work
education and ils expansion to three educational levels (adding
the Baccalaureate in Social Work [BSW] to the MSW and Ph.D.
levels) this expansion did notl occur early enough, or in suffi-
.cient scope, to create an impact on these public seclor services.
The initiation of BSW accredited programs in 1974 began the
step to further differentiation of skills, but the total BSW labor
force by the end of this decade was still inadequate to serve the
social service labor force. While new doctoral programs begun
during the 1970s produced another 1,000 graduates, most were

“employed by the expanding social work education programs.

The membership of the National Association of Social Work-
ers (NASW) grew approximately 35% during the 1970s. Al-
though this increase was dramatic, the total NASW member-

- ship was still under 75,000 by the late 1970s. Fewer than half
" of these professional social workers (37,000) were reported to
“be in the public sector. Therefore, despite this growth in the
- production of BSW and MSW social workers, they represented
-less than one quarter of the nation’s social service labor force
_at the beginning of the Reagan era (Statistics on Social Work
" Education in the United States, 1979; Bureau of Labor Slalistics,
:1979). Additionally, the activism of the 1960s and the account-
“ability focus of the 1970s occurred outside the boundaries of
professional roles. Although community organization as a legit-
imated social work method began in the 1960s, many nonsocial
workers were active and became organizers Further, the man-
agement focus of the 1970s caused many employers to look to
- other degrees to provide the technical expertise in budgeting,
program evaluation, personnel management, and management
- information systems.
- Thus the organizing and local initiatives required by the
- Economic Opporlunity Act and the Community Mental Health
. Centers Act did not lure many professional social workers into
either direct service or policy making positions. The manage-
rial expertise required by the Title XX granting mechanisms
~ appeared more compatible with the skills and values of grad-
uates from masters degrees in business administration (MBA),
. public administration (MPA), and health administration (MI1A)
programs.
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Another reason for social work’s absence (rom the public
sector was its focus on improving its professional stature. As a
consequence, it turned its attention to issues of legal regulation
of social work practice, labor force differentiation, and scien-
tific research. The 1970s, more than any previous time, was a
decade of the profession’s internal reassessment, reorganization,
and reprioritization. NASW created a new struclure with state
chapters, established a national Political Action (or Candidate
Endorsement (PACE) committee and an Lducation Legislation
Action Network (ELAN), and drafted model legal regulation
bills. Although PACE and ELAN were advocacy focused, they
were in too early a developmental slage al the beginning of the
Reagan era to be of significant ulility.

A final reason is that the education of the vast majority of
the professional social work labor force historicalty and at the
beginning of this decade was directed at individual solutions
and therapeutic interventions. Consequently, the fit between the
new public social services labor force needs and the professional
social worker’s training was not compatible {(Reeser & Epstein,
1991, p. 12).

Therefore, as the 1970s drew to a close, it was evident that:
(a) the public support of services had expanded; (b) public social
services had not replaced the traditional not-for-prolit services;
(c) professional social workers were still employed predomi-
nantly in the historic and traditional fields of praclice such as
not-for-profit family and children’s services, mental health ser-
vices, and hospital-based services and (d) social activism had
diminished in social work, as it had throughout the nation,
since the 1960s.

Thus, the authors conlend that professional social workers
historically were never a significant portion of the public sec-
tor, and were therefore not a large part of the huge federal/slate
bureaucracies created in the decades preceding the Reagan ad-
ministration. This is not to diminish the imporlant public policy
roles of professional social workers such as Jeannette Rankin,
Harry Hopkins, Jane Addams, and Wilbur Cohen, but to em-
phasize that there were not large numbers of professional so-
cial workers in the public sector to be displaced by Reagan’s
policies.
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The Reagan Agenda: The Charity Model

The central thrust of the Reagan presidential agenda was
to return to the former model of social services as charity de-
livered to the worthy poor by well-meaning volunteers. Since
the enormity of the federal deficit had to be acknowledged and
reduced, President Reagan chose to slash domestic social ser-
vices, and espoused it as the return of decision-making to local
units of government.

The blame for the deficit, rather than being focused on the
escalating military expenditures, was placed on the increased
public social service costs. Given no visible reduction in pov-
erty, the blame was once again laid at the feet of the profession
and the social welfare structure which had been incrementally

‘established over decades, And once again the policies of welfare
‘reform focused on reform of these antiqualed systems rather
than on the Jarger and real problems of illiteracy, high school
.dropouts, teen pregnancies, and unemployment.

Continuously the rhetoric in the early 1980s was the safety

" net for the worthy poor. However, the passage of the Gramm-
. Rudman Balanced Budget and Emergency Deficit Control Act of
-1985 signalled that indeed these deficit reductions would only
- be achieved through benefit cuts and other reductions in virtu-
“ally every low-income entitlement program. The Federal argu-

ment was that there would not be cuts in essential programs

for the truly needy because state and local governments and
- philanthropic associations would replace the lost federal dol-

" lars. The further argument was that waste and fraud would
- be reduced.

One extremely detrimental effect on the profession which

- began in the 1970s and continued during the 1980s was declas-
_ sification of social service positions. Arguments were that pro-
- fessionally educated social workers were not interested in public
. social services; that on-the-job training was sufficient; and that
. employees who were professionally educated were overquali-
+ fied. Thus, by reducing educational qualifications, salaries could
| be reduced (NASW, 1981}.

To provide empirical supports for this argument, bench

* mark task analyses were conducted and the public social service
_ labor force was asked to describe what tasks it performed. The
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tautology of this research design — given thal this preponder-
ance of this labor force was neither professionally educated nor
trained and thus would describe tasks and skills that did not
require professional training — was either lost on bureaucratic
administrators or provided the desired assessment regardless
of the flawed methodology.

Therefore, even in the more advanced states where enlight-
ened administrators understood that qualified, professional staff
might be part of the long-range solution, particularly in the re-
duction of recidivism, these research outcomes and the demand
to cut budgets forced declassification o become an acceptable
solution. Consequently, at what might have been a pivotal point
in the movement of professional social workers into the pub-
lic sector in large enough numbers and high enough places to
make a difference, budget reductions and declassification activ-
ities occurred.

Thus professional social workers had to develop arguments
and research in a reactive posture to attemnpt to protect against
any further declassification efforts. Unfortunately, part of this
debate included the opposition’s argument that if these posi-
tions were not declassified (or conversely, if positions were re-
classified to account for the need for professionally educated
social workers), there would be insufficient numbers of profes-
sionally trained social workers to fill these positions.

While these reductions were not directed to the not-for-
profit sector, lhe trickle-down effect reduced the number of
people eligible for public services and the number and diver-
sity of public social services, thereby increasing the demand on
the not-for-profit sector, Although the planned Reagan agenda
was to return to the private philanthropic model, the ability
of the private sector to move in and replace these cuts in fed-
eral expenditures was greatly diminished by the recession and
the emergence of new social problems. As a consequence, the
biggest demand on the profession was to address the ever in-
creasing needs for all services with reduced budgets.

Although differentially impacted, many private not-for-
profit social services suffered reduced or stagnant budgets be-
cause the private mechanisms of the United Way campaigns,
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annual donor drives, private foundations, and public demon-
stration and training granls were also affecled by the recession.
Most not-for-profits were hit with higher caseloads shifted from
the public seclor or due to new problems emerging. Conse-
quently, many of these not-for-profit agencies experienced re-
ductions in funding and increases in caseloads as did the public
sector (Gibelman & Demone, 1990; Demone & Gibelman, 1984;
latridis, 1988).

Unfortunately, the proflession entered the 198(s without
sufficient interest or expertise in political activity, neither en-
trenched in the public sector nor immersed in advocacy. As
-earlier noted, this was partly due to the management and ac-
‘countability era of the 1970s; partly because political activity
has always been somewhat suspect in professional social
work circles; and partly due to our acceptance of the privati-
~zation model.

The New Right: Instiluting the Charity Model

~ The profession of social work in the early 1980s found itself
-in the age-old dilernma of either being agents of social control
.or agents of social change and chose the former role. In order
“to cope with these reduclions in funds and increases in ser-
vice demands, not-for-profit agencies decided not to turn clients
-away or turn them against the govertunent, which would have
represented a social change model. Instead they utilized social
~control sclutions that didn't increase service delivery budgets.
 Approaches such as higher caseloads, increased use of volun-
. teers, consumers as deliverers of service, and increased fees for
_services were employed. In some instances, agencies have been
. able to compensate for federal reductions but have not increased
- revenues sufficient to cover the increased caseloads (Gibelman
& Demone, 1990).
- There are several cxplanations for the acceptance of a
social control model and the utilization of privatization as a
- solution. First was the emergence of the New Right, which Rea-
: gan capitalized on and which represented a combination of eco-
~ nomic libertarianism and social traditionalism, This paradoxical
combination invoked different themes. The New Right spoke of
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“freedom and individualism on economic matters, restraint and
community on social matlers, and total mobilization on national
security matters” (Himmelstein, 1983, p. 17).

Given that these issues emerged with such force and had
linkages in American cullure, there was somelhing for every-
one to grab on to, even though one might not agree with the
total package. For example, how could anyone disagree about
the importance of the family? However, a simple position state-
ment such as “keeping the family together” did not convey the
total philosophy of Lhis new American conservatism because
the stalement really meant that women should stay home. The
subtle effectiveness of this strategy is evident when one realizes
that to speak out against this message was Lhen interpreted as
an “against the family” statement. Reagan and the New Right
artfully employed phrases which utilized a positive “pro” ter-
minology and forced likerals and social workers to be labelled
“anti”: antifamily; antichoice.

Reagan and the New Right had as their enemy liberals who
operated through the federal government. As previously noted,
social workers were not employed in greal numbers by the fed-
eral government but they did use these programs to assist their
clients. Consequently, social workers were included on the en-
emy list. To combat this attack or to dillerentiate themselves -
{from the untrained public employees, new labels were used to
describe professional social workers clinical social worker, ther-
apist, family or marriage counselor, manager.

Although it seems inconsistent with our professional his-
tory to adopt threads of the New Right philosophy, not only
was it adopted, but it appears (0 have become quite imbedded
in our practices. For example, with the renewed emergence of
the issues of hunger and homelessness, social workers and the
private sector were quick to mount food drives and create tem-
porary shelters rather than to mount large-scale campaigns to
expand AFDC benefits, food stamp eligibility, and public hous-
ing. As people began to beg in the streets, previously an un-
common sight in many parts of the country, the public became
uncomfortable. Social workers responded with approaches such
as meal tickets which the public could purchase and give to the
beggars to use in the agency’'s soup kitchen. Such a response
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was ciled as a creative approach to addressing the needs of
the new streel people as well as to developing revenue for the
agency. What this creative approach did was to accept begging
rather than question hunger in this wealthy nation. It was cre-
ative in relieving the public’s guilt.

The expanding problems related to the increase in AIDS or
domestic violence resulted in similar creative mechanisms such
as the increased use of self-help groups and reliance on vol-
unteers for hospices and shelters, rather than to demand more
professionals, increased funding for research on effective meth-
odologies, or funding for preventive strategies.

Also, these creative solutions helped to set the profession
behind other professions. For example, an additional creative
response was o schedule lime for essential lraining or planning
activities through the use of staff’s personal time. Administra-
tors who argued that they could not spare social workers from
direct service delivery because of the high caseloads suggested
that these on-the-job training or long-range planning activities
could be conducted after hours and on Saturday with no ad-

- ditional remuneration. Such approaches perpetuated the myth

- that social workers must be dedicated and altruistic and accepl
long hours, low pay, and negative public images, while other
- professionals, such as medical doctors, nurses, and lawyers,
demanded and received better salaries and greater resources
to accomplish their duties, particularly when their caseloads
" increased.

Traditional social service agencies were quick to call these
solutions creatlive and proaclive. Professional social workers be-
gan to defend, il not promole, them in professional circles as
acceptable solutions. While it is clear that these ideas may be
acceptable Band-aids, they cannot be conceived of as part of
the long-term structural solution. '

[t has been argued by many, including the authors, that once
again the profession accepted society’s definition of the prob-
lem, which included the social work profession as part of the
problem. The profession was labelled either as overly educated,
liberal dogooders, or unscientific bleeding hearts.

Another reason that the profession accepted the social con-
trol model is the public’s acceptance of Reagan’s attitude toward
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the disadvantaged. Unfortunately, the great communicalor was
successful not only in changing the public’s atlilude but the
social work profession’s as well (Reeser & Epstein, 1990, p. 14).

Shortly into the decade there was a change in attitude
toward the unemployed. President Reagan was seen holding up
the want ad page and saving that with all these jobs, anyone
can work. While this may have been ludicrous for those who
are knowledgeable about labor force supply and demand, it
nonetheless left in the mind of the public a nagging thought that
the unemployed could work if they wanted to. Similar rhetoric
toward civil rights, poverty, and women’s roles led to a resur-
gence and acceptance of previous slereotypical altitudes.

The community felt strongly thal canned food donated to
the poor was an acceptable method of feeding the hungry in
this country. The public could feel charitable and helpful and
again, the profession was placed in a position of being seen as
anti-charity. Thus, professional sacial workers got behind these
movements and convinced themselves that these were stopgap
until such time as structural and instilutional solulions could
be reinitiated. The concern is that such a philosophy seems to
have become well imbedded and mainstreamed.

For example, during the Reagan era, homelessness became
a major national issue. The response lo this new social problem
was to provide programs such as daycare service for homeless
children, special classes, meals, or mail delivery. The supply of
public, low-income housing did not increase and consequently
the country has now instilutionalized homelessness.

Given this strong movement and the fact thal the social work
profession was caught short of social workers trained in or even
interested in advocacy, either as a professional career choice or
at least as an adjunct to clinical practice (Haynes & Mickelson
1991, p.xvi), and given that they did not exist in the public sec-
tor in large numbers, it is understandable that the profession
accepted the social control model. Although it would seem log-
ical that social workers would have been the professional group
to defend and support human service programs, such support
was almost nonexistent.

Therefore, instead of mounting proactive campaigns, the
profession’s position was of reacting fo these culbacks and
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counting success by holding off further reductions. Thus so-
cial work strategies that were consistent with the privatization
model, which had same bases in the New Right, were utilized.

The Reagan era found social workers using seemingly cre-
ative mechanisms to fill the holes in the safety net and trying
to explain how this creativity did not diffuse professionalism in
responding to human need — a professionalism that had taken
100 years to conslruct.

In Response lo Reagan; Advocacy

While undoubledly the Reagan era had a devastating effect
on public social services and created new obstacles to profes-
“sional social workers who wanted to enter or move up in the
public social services, it may have had a positive although cer-
“tainly unintended effect on the profession.

Although it was slow in starting, a resurgence of advocacy

“began in the 1980s. In 1982 the Council on Social Work Educa-
“tion included in its curriculum policy statement that students
“should be prepared “to exert leadership and influence as leg-
‘islative and social advocates, lobbytsts, and expert advisors to
_policy makers and administrators” . . .in ways that * w1ll further
_the achievement of social work goals and purposes.” The inclu-
“sion in curriculum is still uneven, as school bulletins, catalogue
‘descriptions, and CSWE self-study submissions reveal.
" Increased interest in social work education particularly dur-
ing the latter half of the 1980s is well documented through the
+enrollment and application data (CSWE, 1979; 1985; 1990), IFur-
‘ther, the managerial and bureaucratic language of the 1970s is
.being replaced in the classroom with the language of advocacy.
Ina 1989 survey, 42 of 100 graduate schools had courses on com-
‘munity organization, advocacy, and/or planned change (Corn-
‘man, 1989). In fact, one graduale program has established a
‘specialization in political social work; another in social justice
-(Reeser & Leighninger, 1990).

Further evidence of this change is an increase in professional
“articles and textbooks addressing issues of advocacy. Some of
‘these works are about political skills; Burghardt’s The Other Side
“of Organizing; Fisher's Let the People Decide; Neighborhood Organiz-

ing in America; Haynes and Mickelson’s Affecting Change: Social
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Workers in the Political Arena; and Mahaffey and Ilanks’ Practical
Politics: Soctal Work and Political Responsibility (Burghardt, 1982;
Fisher, 1984; Haynes and Mickelson, 1986; and Mahaffey and
Hanks, 1982). Others were about organizing and other advocacy
roles to influence policy makers. still aothers found increases in
the political awareness and advocacy of social workers in the
late 1980s (Ezell, 1989; Reeser and Epstein, 1990).

The reduction of governmental supports coupled with the
recession brought many social problems closer to home and
made them more publicly visible. Additionally, unanticipated
consequences ‘of the new philanthropy, which promoled the
use of affluent volunteers and consumers as service deliverers,
were to broaden the base of support for services; to increase
the understanding of human suffering; to enlighten more peo-
ple about the cause of that suffering; and to value the need
for professional, systematic, and institutionalized responses to
that suffering. ' '

The increased development of coalitions composed of an
assortment of sometimes disparate groups were constructed to
combat further reductions. Generations United is a good exam-
ple of an effort to address the Reagan administration’s question,
“Where do we cut — children or senior citizens?” This divisive
effort by the administration, although not entirely eliminated
by such coalitions, was confronted. An additional by-product
of these coalitions was that other professional and volunteer
groups became more educated about and more supportive of
professional social workers’ roles and skills and of the need to
form coalitions for increased advocacy.

Another example of this increased advocacy by both volun-
teers and social workers can be seen in support of one group of
the population that was especially hard hit by the Reagan era
(Phillips, p. 206). Children took the brunt of the Reagan admin-
istration’s cuts {(Kids Count, 1991). From this despair sprang a
renewed form of child advocacy different from previous advo-
cacy efforts. '

In 1984 the Association of Child Advocates was established
with 14 member organizations which grew to over 50 by the
time Reagan left office and to 90 by the end of the decade.
The Children’s Defense Fll‘.lll’ld increased its staff and budget and

N
N
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the Child Welfare League of America took a new and stronger
role in advocacy. These efforts encouraged the profession to
continue on this steady course of increased advocacy, not only
in children’s issues, but across the human service continuum
as well.

With the increased pressure on the not-for-profit human ser-
vice organizations, executive directors increased their political
activities to advocate for clients to receive governmental social
services. Although directors faced conflicting expectations and
demands from different constituencies about political activities,
research indicates that they were engaged in a variety of advo-
cacy activities on and off the job (Pawlak and Flynn, 1991).

Social workers learned advocacy techniques from the Rea-
gan administration as well. Advocates who had always strug-
-gled with the question of where the additional money was
going to come from found the answer in Secretary of Defense
Weinberger. His response to such a question when he proposed
a tremendous increase in the defense budget: “That’s not my
problem. I'm here to tell you what needs to be done.”

" Also during this era there was a change in the number of

social workers elected to political office. On local levels there

‘was a greater effort to elect social workers to city council seats,

county commissioner positions, and mayoral posts. MSW social

.workers became mayors of major cities and state legislators.

Additionally, not only was one more social worker elected lo

-Congress, but the first social worker in history was.seated in the

‘United States Senate, Lhereby establishing excellent role models -
of political advocates for others to follow.

In the early 1980s, social worker/politicians were reluctant
toidentify themselves with the profession because of public and
‘professional pressure. As more support came from the profes-
:sion, these social worker/ politicians became mare public about
their professional identity (Haynes & Mickelson, 1991, p. 146).
_The profession’s support for political activity can also be mea-
sured in the growth of NASW’s political action committee,
PACE. From 1982 to 1988 annual contributions almost doubled.
PACE also encouraged and supported student placements and
‘created a paid political scholarship.
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These activities may suggest that the profession has made
significant strides in its advocacy efforts, However, it must be
remembered that this resurgence in advocacy has occurred be-
cause of the devastation to social services and to clients. It is
important to continue this trend, given the dark ages of the
Reagan era.

Conclusion

The Reagan era had some detrimental cffects on the pro-
fession, although theseé were neither as devaslating nor as pet-
manent as an uninformed or superficial examination might
suggest. It is evident that the Reagan era did slow same gains
which might have resulted in the profession’s assumption of a
greater leadership role in the public sector during the 1980s.

The profession found itself opposing Reagan’s ideology, but
nonetheless adopting the methodologies of the charity model.
However, this conflict and the continued assault on clients gave
rise to the seeds of advocacy. It had become self-evident that
complacericy and absence from the political and legislative
arenas left the profession and our clients vulnerable to any ide-
ological shift, Therefore, resurgence of advocacy in the profes-
sion, if nurtured and sustained, will serve as some protection
to the profession and ils clientele from capricious extremism in
the future.
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or research support.

Style.  Overall style should conform to that found in the Publication Manual of
the American Psychological Association, Third Edition, 1983. Use in-text citations
(Reich, 1983), (Reich, 1983, p.5). The use of footnotes in the text is discour-
aged. If footnotes are essential, include them on a separate sheet after the last
page of the references. The use of italics or quotation marks for emphasis is
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stricting phrasing and unnecessary masculine pronouns. Use of plural pro-
nouns and_truly generic nouns (“labor force” instead of “manpower”) will
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