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The War on Poverty Turns 50

Are We Winning Yet?

By MicHAEL TANNER AND CHARLES HUGHES

EXECUTIVE SUMMARY

he War on Poverty is 50 years old. Over
that time, federal and state governments
have spent more than $19 trillion fighting
poverty. But what have we really accom-
plished?

Although far from conclusive, the evidence suggests
that we have successfully reduced many of the depriva-
tions of material poverty, especially in the early years of
the War on Poverty. However, these efforts were more
successful among socioeconomically stable groups such
as the elderly than low-income groups facing other social
problems. Moreover, other factors like the passage of the
Civil Rights Act, the expansion of economic opportuni-
ties to African Americans and women, increased private
charity, and general economic growth may all have played

arole in whatever poverty reduction occurred.

However, even if the War on Poverty achieved some
initial success, the programs it spawned have long since
reached a point of diminishing returns. In recent years
we have spent more and more money on more and more
programs, while realizing few; if any, additional gains.
More important, the War on Poverty has failed to make
those living in poverty independent or increase economic
mobility among the poor and children. We may have
made the lives of the poor less uncomfortable, but we
have failed to truly lift people out of poverty.

The failures of the War on Poverty should serve as an
object lesson for policymakers today. Good intentions are
not enough. We should not continue to throw money at
failed programs in the name of compassion.

Michael Tanner is a senior fellow with the Cato Institute and author of The Poverty of Welfare: Helping Peaple in Civil Sociery. Charles Hughes is a

research associate with the Cato Institute.
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INTRODUCTION

On January 8, 1964, President Lyndon John-
son delivered a State of the Union address to
Congress in which he declared an “unconditional
war on poverty in America.” Johnson’s goal was
not only to “relieve the symptom of poverty;
Four

»I

but to cure it and, above all, to prevent it.
months later, Johnson expanded on that vision
in a commencement address at the University of
Michigan, calling for a “Great Society” that “de-
mands an end to poverty and racial injustice.”
Aflood of legislation soon followed, establish-
ing many facets of the modern American welfare
state. By the time he left office, Johnson had es-
tablished more than two dozen new anti-poverty
programs, focused on everything from health
care to housing, from job training to nutrition.?
Other programs, such as food stamps, were
expanded or made permanent. A number of
broad-based entitlement programs, like Medi-

Figure 1
Welfare Spending 1973-2013

care, also came out of Johnson’s War on Poverty
and Great Society agendas.

In the decades since, dozens of other anti-
poverty programs have been created. Today
there are 126 separate federal anti-poverty pro-
grams, spanning seven different cabinet depart-
ments and six independent agencies.*

The cost of the War on Poverty has in-
creased dramatically from its rather narrow
beginnings. In constant 2014 dollars, federal
spending on welfare and anti-poverty programs
has risen from $107 billion to $688 billion, a
640 percent increase, while total government
welfare spending—including state and local
funds—has risen from $160 billion to $981 bil-
lion, a 613 percent increase (see Figure 1.

Of course, this amount is not adjusted for
growth in the population. Therefore, a better
measure might be to look at welfare spending on
a per capita basis, specifically per poor person (as
defined by the Federal Poverty Level, discussed
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Sources: Michael Tanner, “The American Welfare State: How We Spend Nearly $1 Trillion a Year Fighting Poverty—and
Fail,” Cato Institute Policy Analysis no. 694, April 11, 2012; Catalog for Federal Domestic Assistance; Gene Falk, “Low Income
Assistance Programs: Trends in Federal Spending,” Congressional Research Service, May 7, 2014; Congressional Research
Service, “Cash and Noncash Benefits for Persons with Limited Income: Eligibility Rules, Recipient and Expenditure Data,”
Report RL33340; Jeffrey Barnett and Phillip Vidal, “State and Local Government Finances Summary: 2011,” United States
Census Bureau, July 2013. The figure starts in 1973 because of a lack of uniform, consistent data prior to that year. State data
for 2012 and 2013 are extrapolated, as most recent state data are from 2011. Federal spending for 2013 is extrapolated from
2012 levels using overall federal spending growth rate for 2013.



below). Measured this way, federal spending
has risen by almost 320 percent, from $4,643 to
$14,848, while total spending rose by 302 percent,
from $6,972 to $21,113 (see Figure 2).0

Altogether, the United States has spent
more than $19 trillion fighting poverty (in con-
stant 2014 dollars). Last year alone, the federal
government spent almost $700 billion, while
state and local governments added nearly $300
billion more, for a total of roughly $1 trillion.
That is equivalent to more than $21,000 for ev-
ery person below the poverty level in America,
or $63,339 for a family of three.” While it is true
that asignificant portion of the actual money in
these “anti-poverty” programs goes to families
above the poverty line, the fact remains that
we spend enough money on the welfare system
to conceivably lift everyone who currently lives
in poverty above the poverty threshold, which
stood at $18,769 for a single mother with two
children in 20138

Figure 2

But what have we bought for all that money?
Have we won the War on Poverty, or are we at
least winning? The evidence is decidedly mixed.

WINNING OR LOSING?

The War on Poverty had many goals. The
most obvious was to reduce poverty. But John-
son made it clear that he did not intend simply
“to relieve the symptom of poverty, but to cure
it and, above all, to prevent it.” Yes, he sought
to meet the “basic needs” of those in poverty,
but also to “replace despair with opportunity.”®

Using traditional measures of poverty, we
can see little progress on Johnson’s goals. In
1966, when the initial War on Poverty legisla-
tion had passed and programs were starting up,
the official poverty rate was 14.3 percent and
had been declining steadily since the end of
World War II. In 2012 it was actually higher, at
15.0 percent.” In fact, the only appreciable de-
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cline since the mid 1970s occurred in the 1990s,
a time of state experimentation with tightening
welfare eligibility, culminating in the passage of
national welfare reform (the Personal Respon-
sibility and Work Responsibility Act of 1996).
Since 2006, poverty rates have risen despite a
massive increase in spending (see Figure 3)."
On the other hand, it is fairly evident that
the sort of deep poverty that existed in 1965
has been largely eliminated. Take hunger, for
example. In the 1960s, as much as a fifth of the
US. population and more than a third of poor
people had diets that did not meet the Recom-
mended Dietary Allowance (RDA) for key nu-
trients. Conditions in 266 U.S. counties were
so bad that they were officially designated as
“hunger areas.”” Today, malnutrition has been
significantly reduced. According to the Depart-
ment of Agriculture, just 5.6 percent of US.

households (7.0 million households) had “very
low food security” in 2013, a category roughly
comparable to the 1960s measurements. Even
among people below the poverty level, only 18.5
percent report very low food security.®

Housing provides another example. As re-
cently as 1975, more than 2.8 million renter
households (roughly 11 percent of renter house-
holds and 4 percent of all households) lived in
what was considered “severely inadequate”
housing, defined as “units with physical defects
or faulty plumbing, electricity; or heating.” To-
day, that number is down to roughly 1.2 mil-
lion renter households (1 percent of all house-
holds).*® In 1970 fully 17.5 percent of households
did not have fully functioning plumbing; today,
just 2 percent do not."”

And if you look at material goods, the case is
even starker. In the 1960s, for instance, nearly

Figure 3
Poverty Rate vs. Welfare Spending 1973-2013
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Figure 4
Spending Trends 1994-2013
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a third of poor households had no telephone.
Today, not only are telephones nearly universal,
but roughly half of poor households own a com-
puter. More than 98 percent have a television,
and two-thirds have two or more TVs. In 1970
less than half of poor people had a car; today,
two-thirds do.™

Clearly, the material circumstances of poor
families have improved significantly over the
last 50 years. By this measure, we have success-
fully made poverty less uncomfortable. But
have we actually reduced poverty?

DIFFERENT WAYS TO MEASURE
POVERTY

One of the biggest barriers to measuring
the success of the War on Poverty is the difhi-
culty in actually measuring poverty.

The official poverty rate used by the Census
Bureau uses a set of income thresholds that vary

by family size and composition to determine who
is in poverty. The threshold income is set at three
times the cost of aminimum food diet in 1963, up-
dated annually for inflation using the Consumer
Price Index for all Urban Consumers (CPI-U). In
2013 the average poverty threshold for an individ-
ual living alone was $12,119; for a single adult with
two children it was $18,769, and for a two-parent
household of four it was $23,624."? Significantly,
this threshold only counts monetary income,
meaning it includes money earned from work as
well as direct cash assistance such as Temporary
Assistance for Needy Families (TANF), for-
merly Aid to Families with Dependent Children
(AFDC). However, it does not include many of
the anti-poverty programs that have played an
increasingly prominent role in recent years, such
as the Earned Income Tax Credit (EITC), the
Child Tax Credit (CTC), the Women, Infants,
and Children nutritional program (WIC), the

Supplemental Nutrition Assistance Program
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(SNAP), Medicaid, and housing assistance be-
cause they are either “in-kind” (noncash) assis-
tance or administered through the tax code.*®
The failure to include noncash welfare in
poverty calculations has become increasingly
important because the welfare system has
changed since the Census Bureau began mea-
suring the poverty rate. When the measure was
firstadopted in the 1960s, direct cash assistance
programs like TANF were among the primary
anti-poverty policies. In recent years the role of
cash assistance has diminished while other pro-
grams have become more prominent in the War
on Poverty, especially since the welfare reform
of 1996 (see Figure 4).”" Direct cash assistance
programs now make up just 12 percent of direct
federal assistance. In-kind assistance and pro-
grams administered through the tax code (like
the EITC) comprise the other 88 percent. **
Therefore, the official poverty rate actually
measures the number of people living in pover-

Figure 5
Poverty Rate Comparison, 2012

ty before taking into account the effect of most
government welfare programs. There is a gap
between what the official rate is telling us and
actual conditions on the ground.

On the other hand, spending patterns have
changed over the last 50 years, meaning that
few people still spend a third of their income
on food. Similarly, taxes can push many low-in-
come workers below the poverty level in terms
of take-home pay. However, tax credits such as
the EITC can pull low-income workers above
the poverty level. None of those factors are ac-
curately reflected in the official poverty rate.

Recognizing the problems with the official
poverty rate, the Census Bureau developed a
Supplemental Poverty Measure (SPM) that in-
cludes the effect of noncash welfare benefits
(as well as taxes and certain cost of living con-
siderations). Based on recommendations from
a 1995 report by the National Academy of Sci-
ences, the SPM threshold is based on the 33rd
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percentile of expenditure on basic necessities
(food, shelter, clothing, and utilities), adjusted
for geographic differences in the cost of hous-
ing.3 The threshold is updated using a five-year
moving average, rather than being indexed to
inflation like the official poverty rate. The SPM
also considers out-of-pocket health care ex-
penses, the cost of childcare, and other factors
that were not included in the official poverty
rate. Some of those changes reduce the num-
ber of people living in poverty, while others in-
crease the number of people considered poor.

Using the SPM, 16 percent of Americans were
considered poor, slightly higher than the official
poverty rate of 15.1 percent. (They also adjust the
official poverty rate to include individuals under
age 15 in order to make direct comparisons to the
SPM possible. This adjustment means their ver-
sion of the official poverty rate is slightly higher
than the previous official poverty rate, 15.1 per-
cent vs. 15.0 percent).** The SPM’s effect on pov-
erty rates varies by age because many anti-pover-
ty programs are targeted at children. Switching
to the SPM significantly reduces the poverty rate
for those under 18, while older Americans—those
most affected by taxes and living costs—show an
increase in poverty (see Figure 5).

The SPM also suggests that taking into ac-
count the full range of welfare benefits received
reduces the number of Americans living in ex-
treme poverty—that is, below 50 percent of
the poverty level—from 6.7 percent to 5.2 per-
cent.” These people no longer in deep poverty
remained poor, but less poor than before. In
other words, these policies did not help them
escape poverty for good, but it did make living
in poverty more tolerable to some extent.

One of the main problems with relying too
heavily on the SPM to evaluate the War on
Poverty is that the SPM is a relative measure
of poverty. Because it is based on the 33rd per-
centile of spending on a basket of goods, some
people will @/ways fall below this threshold,
and thus be defined as being “in poverty” re-
gardless of their actual living conditions. A hy-
pothetical situation in which every American
household’s income doubled overnight would
have no perceivable effect on the SPM, even

though it would obviously make a tremendous
difference in everyone’s lives. Even the White
House’s Council of Economic Advisers con-
cedes that “eliminating poverty defined with a
relative measure may be nearly impossible, as

the threshold rises apace with incomes.”*

Therefore, the SPM tells us little about the
effectiveness of the War on Poverty over time. It
does, however, provide a starting point for several
“unofficial” poverty measures that have formed
the basis, recently; for studies that do attempt to
measure poverty changes since the 1960s.

For example, in their recent paper for
the Brookings Institution, Bruce Meyer and
James Sullivan include in-kind transfers and
account for the tax system (as well as correct-
ing for what they perceive as an upwards bias
in the inflation adjustment used for the official
poverty rate). Using this measure, they found
that only 8.3 percent of Americans were living
in poverty in 2010, a year in which the official
poverty rate was 15.1 percent.”’ More signifi-
cantly, they were able to project their method-
ology backward in time, concluding that pov-
erty rates in the past were actually far higher
than the official measures. As a result, they
estimate that the poverty rate really fell by 23.5
percentage points between 1960 and 201028

A second study by Christopher Wimer and
other researchers at the Columbia Population
Research Center starts with the Census Bu-
reau’s SPM and uses a similar methodology to
calculate an estimate for earlier years. Their
adjustments lead to a widening divergence be-
tween the SPM and official poverty rate the
further back in time one looks. Like Meyer and
Sullivan, they find that the official poverty rate
does not accurately reflect much of the poverty
reduction that has actually occurred.*”

Wimer also found that taxes and in-kind
transfers play a larger role in poverty reduction
today than they did in the past. This makes sense
given the increasingly prominent role these pro-
grams play in the overall welfare regime (as noted
in Figure 4). The difference between Wimer's es-
timated poverty rate and the official poverty rate
is largely the result of these programs. In 1967 the
difference between the Wimer estimate and the
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official rate was just 0.3 percentage points, but as
the relative importance of noncash benefits in-
creased so did the gap between the two measures.
By 2012 transfer programs not accounted for in
the official poverty measure accounted for a 5.5
percentage point gap between Wimer’s poverty
measure and the official poverty rate (see Figure
6).3° It is worth noting, however, that while these
noncash programs had a larger impact in 2012
than previous decades, this has not translated to
areduction in final poverty rates. This finding is a
reflection of the shift to noncash assistance rath-
er than a more effective War on Poverty effort.

A third study by Johns Hopkins professor
Robert Mofhtt and colleagues also included
programs that are not considered by the official
poverty measure, and projected their method-
ology backward in time. The study is in some
ways even more inclusive than either of the
other two papers because the authors also ac-
count for some social insurance programs such

Figure 6

as Social Security, Medicare, Unemployment
Insurance, and Disability Insurance.?'

Mofhitt and his colleagues only look back to
1984, whereas most of the improvement in the
official poverty rate, the SPM, and Meyer-Sul-
livan took place before that time. In line with
those other measures and studies, the authors do
not see asignificant decline in either pre-transfer
or post-transfer poverty rates from 1984 t0 2004.
In fact, they find that the effect of transfer pro-
grams on poverty declines over time. >

Initially, that conclusion appears to be at
odds with the findings in Wimer, but Mofhtt
incorporated the social insurance programs
and cash assistance in addition to the transfers
considered by Wimer. While Wimer simply
showed a shift from cash assistance to in-kind
and tax code programs not accounted for in the
official poverty rate, Moffitt’s study shows that
the aggregate effect of all welfare programs has
declined since 1984, and there has been little

Effect of Transfers on Poverty Rates, Official Poverty Rate vs. Anchored SPM
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poverty reduction since then. Welfare pro-
grams such as the EITC and the CTC remain
fairly effective, but this positive development
has had to compete with the concurrent shift
of resources to less effective in-kind transfers.

BUT WAS IT THE WAR ON
POVERTY?

Each of the above studies could be criticized
methodologically. For example, attributing the
full value of per capita Medicaid spending to an
individual recipient may well overstate the ef-
fect of that program.? Still, it does appear that
there has been a greater reduction in poverty
since the start of the War on Poverty than has
been generally recognized.

However, a much bigger question is whether
that reduction in poverty was due to the War
on Poverty or was the result of other factors.
In other words, how much of it would have

Figure 7

occurred even if we had not spent $19 trillion?
Could we have reduced poverty even more in
the absence of those programs?

After all, poverty was declining steadily be-
fore the War on Poverty began. Clearly we had
made substantial strides in poverty reduction,
and with a considerably smaller welfare state.

Significantly, even those studies cited above
that show a reduction in poverty also provide
evidence that the War on Poverty and the wel-
fare state it established have not been particu-
larly effective. For example, Meyer and Sullivan
found that the majority of improvements in the
poverty rate occurred prior to 1972. Less than
a third of the improvement has taken place in
the last four decades, despite massive increases
in expenditures during that time (see Figure 7).

A plausible conclusion to draw is that the
War on Poverty saw early gains because it was
picking the low-hanging fruit. Further evidence
of this can be seen in the precipitous drop in

Meyer-Sullivan Poverty Rate vs. Combined Welfare Spending
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Brookings Papers on Economic Activity, Fall 2012; Michael Tanner, “The American Welfare State: How We Spend Nearly
$1 Trillion a Year Fighting Poverty—and Fail,” Cato Institute Policy Analysis no. 694, April 11, 2012; Catalog for Federal
Domestic Assistance; Gene Falk, “Low Income Assistance Programs: Trends in Federal Spending,” Congressional Research
Service, May 7, 2014; Congressional Research Service, “Cash and Noncash Benefits for Persons with Limited Income:
Eligibility Rules, Recipient and Expenditure Data,” Report RL33340; Jeffrey Barnett and Phillip Vidal, “State and Local
Government Finances Summary: 2011,” United States Census Bureau, July 2013.
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the poverty rate for seniors, which fell from
49.4 percent in the 1960s to only 19.1 percent by
1980.34 Meanwhile, those in deep, entrenched
poverty were left behind, with the myriad of
welfare programs and the trillions of dollars
only serving to make their lives marginally more
comfortable. As Daniel Patrick Moynihan
pointed out, the “period of social reform was
most successful—was hugely successful—where
we simply transferred income and services to a
stable, settled group like the elderly. It had little
success—if you like, it failed—where poverty
stemmed from social behavior.”

Meyer and Sullivan also examine which pro-
grams had the biggest effect on their poverty
calculations. They conclude that noncash gov-
ernment transfer programs have had a minimal
effect since 1980. As Figure 8 shows, there is very
little difference between the measure that only
includes after-tax money income and one that
also includes noncash benefits. In some years the

Figure 8

poverty measure accounting for noncash ben-
efits is higher than the one that ignores them.
While this may be due in part to underreporting
in receipt of noncash transfers (and the authors
acknowledge as much), this is supportive of the
conclusion that noncash welfare programs have
not had a significant effect on the poverty rate
over time, although it can be said that they can
ameliorate living conditions for those who re-
ceive them. (This could seem at odds with the
findings of Wimer, which found that the effect of
programs not accounted for by the official pov-
erty rate has increased. But that measure also ac-
counts for refundable tax credits, while the figure
below looks at the effect of noncash benefits.)

Wimer also finds that the marginal effect of
noncash welfare programs was “very small” in
the earlier years of the War on Poverty3®

One program that does have a significant
effect, according to Wimer’s research, is the
EITC, which they found to have the largest ef-

After-tax Money Income vs. After-tax Plus Noncash Benefits
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tect on poverty. Because of data limitations, they
do not include the effects of the CTC, but say
that the role of tax credits would be “even larger”
if they had. This notion seems to fit with other
research that suggests that, although they may
have design flaws and other problems, refund-
able tax credits implemented through the tax
code increase work incentives and reduce pov-
erty, and are significantly more effective than in-
kind transfers, which many studies show to have
limited effect in lifting people out of poverty.
Notably, in our study, “The Work versus Welfare
Trade-Off: 2013,” we found that the EITC and
CTC significantly reduced the marginal tax pen-
alty inherent in leaving welfare for work.”’

Finally; as with Meyer-Sullivan, Mofhitt found
that the effect of anti-poverty programs has be-
come smaller over time (see Figure 9).

And, like Meyer-Sullivan and Wimer, Mof-
fitt found that noncash programs have a much
smaller effect on the poverty rate than the

Figure 9

EITC (though Mofhtt, unlike Wimer, conclud-
ed that the effect of the EITC is diminishing).

The Census Bureau also breaks down the
effect of each individual program on the SPM,
which is useful when trying to determine the
comparative effectiveness of the different War
on Poverty programs. The effect of individual
programs on poverty varies widely; Social Se-
curity, for example, reduces the poverty rate by
more than 8 percentage points, while LIHEAP
has a negligible effect (see Figure 10).

One potential problem with using this mea-
sure to analyze the effectiveness of anti-poverty
programs is that it is biased toward larger pro-
grams. As such, Social Security, the largest pro-
gram in terms of outlays at $8oo0 billion annually;
has the biggest effect on the SPM.3® Anything
giving that much directly to beneficiaries should
have a significant effect in lifting a large number
of recipients out of poverty. This size bias may
make a relatively large program such as SNAP

Pre-Transfer vs. Post-Transfer Poverty Comparisons
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Figure 10

Impact of Individual Programs on the SPM
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appear to have a larger effect on the SPM than
smaller, arguably more effective programs.

To gain a complete perspective, therefore,
one should compare programs of similar size
or attempt to measure poverty reduction per
dollar spent. For instance, looking at some
comparable programs shows that SNAP is less
effective than it appears at first glance. Spend-
ing on the refundable portion of the EITC and
CTC totaled approximately $84 billion in 2013
according to the Joint Committee on Taxation,
slightly higher but roughly comparable to the
$79.8 billion for SNAP. But while refundable
tax credits were credited with lowering the pov-
erty rate by 3.0 percentage points, SNAP only
reduced the rate by 1.6 percentage points, or
approximately half the impact per dollar?? Re-
fundable tax credits, therefore, actually deliver
far more “bang for the buck.”

Another way to estimate the relative ef-
fectiveness of programs is shown in Figure 11,
based on the additional outlays needed in each

program to lift one million more people out
of poverty under the SPM. As can be seen, re-
fundable tax credits are the most cost-effective,
while in-kind programs would require more
spending to lift the same amount of people out
of poverty. In part this could be because SNAP
and WIC have a nutritional component, and a
higher proportion of benefits in those programs
go to families above the traditional poverty line,
so not every dollar in increased spending would
go toward lifting people out of poverty. Even so,
this makes a reasonably strong case that direct
aid programs, narrowly targeted toward people
below the poverty line, are more effective than
broader in-kind programs.

ALTERNATIVE REASONS FOR
POVERTY REDUCTION

It is also important to recognize that other
developments have emerged over the last 50
years, unrelated to the War on Poverty, that



Figure 11

Spending Needed to Lift One Million People above the SPM, 2012

18 -

16 -

14 -

12 A

10 -

Billions of Dollars

Refundable Tax SSI
Credits

Housing Subsidies SNAP WIC

Source: Kathleen Short, “The Research Supplemental Poverty Measure: 2012,” United States Census Bureau, U.S. Population

Reports, November 2013.

may have helped reduce the number of poor
Americans.

First, we have had a broad expansion of civil
rights. The Civil Rights Act was passed in 1964,
at the same time that the War on Poverty was
getting started. The poverty rate for African
Americans remains tragically high today, at
roughly 27 percent (using the official poverty
measure).*® However, that represents a nearly 15
percentage point decline since 1966, when it was
41.8 percent.*' At a time when the official over-
all poverty rate has essentially been flat, African
Americans have been climbing out of poverty in
significant numbers. Most of the gains, though,
were from 1965 to the mid 1970s, with progress
slowing more recently. (African Americans were
also hard hit by the recent recession, erasing
many of the gains from the years before that).

‘Why did poverty among African Americans
decline? Some may attribute it to the War on
Poverty because African Americans dispropor-
tionately receive government benefits. But it is

more likely that this poverty reduction resulted
largely from an end to overt racial discrimina-
tion and the ongoing integration of African
Americans into mainstream American eco-
nomic life. For example, James Heckman and
John Donahue found a significant narrowing
of the gap between black and white earnings in
the first decade following passage of the Civil
Rights Act.#

Astudy by Wayne Vroman also found alarge
increase in black male earnings between 1965
and 1975, unrelated to changes in education or
business cycle effects.®® Notably, this increase
was far more pronounced in the South, as
the relative wage gap, which “had historically
been far greater in the South, for the first time
became equal at about 19 percent in both re-
gions” around 1987. That suggests these initial
gains were to a large extent catch-up growth
for blacks in the South as some of the worst
effects of discrimination in earnings and labor
market outcomes were stamped out.*#
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Similarly, Richard Butler and others found
that half of the improvement in black earning
power was due to wage changes in the South,
and another quarter was due to occupational
changes in the South. So, in total, Butler found
that more than three quarters of the improve-
ment in relative earnings of African Americans
from 1965 to 1975 was in the South, further
bolstering the case that declining black pover-
ty was tied to new employment opportunities
resulting from the Civil Rights Act.#

In a related vein, the “women’s movement”
encouraged more women to enter the labor force
and raised wages for those women who were
working. However, those gains were offset by a
second, more negative trend: increases in out-of-
wedlock births and female-headed households.
As Hilary Hoynes and her colleagues at the
University of California, Davis Center for Pov-
erty Research, have pointed out, “During the last
twenty five years, however, there has been tre-
mendous growth in female labor supply; coupled
with increases in female headship, and these two
changes have pulled the poverty rate in oppo-

site directions.”*®

They conclude that “trends in
women’s labor force participation over this time
period offset some of the increases predicted
by changes in family structure. The increase in
poverty was not as extreme as predicted by the
shift to more female heads, because many wom-
en had rising earnings and rising labor force at-
tachment.”# Perhaps most importantly for the
scope of this study, Hoynes found “that govern-
ment programs aimed at alleviating poverty have
had limited impact.”*®

At the same time, technological advances,
entrepreneurship, wage growth, and general eco-
nomic prosperity have made many material pos-
sessions attainable for people living in poverty:
‘Without question, this is a positive development;
we should certainly want those living in poverty
to see as many improvements in their living con-
ditions as possible. Economist Mark Perry illus-
trated these gains by looking at the “time cost”
in work hours necessary to earn enough to pur-
chase a bundle of 11 household appliances. This
bundle included items like a refrigerator, washing
machine, dishwasher, and color television. Using

the average hourly manufacturing wage in 1959,
1973, and 2013, he found that the number of hours
needed to work to earn enough to purchase this
bundle decreased significantly; from 886 hours to
just 170 hours.*?

It is difficult to disentangle exactly which
mechanisms are responsible for how much of
this improvement, so we do not know how much
of this is the result of developments unrelated to
the War on Poverty. What is certain is that many
of these items, which in the early years of the
‘War on Poverty were largely reserved for wealthy
Americans and far out of reach for those living in
poverty, have become attainable.

The role of general economic growth is more
ambiguous. Prior to the War on Poverty and
during its early years, broad-based economic
growth significantly reduced poverty. This is in
part because employment growth was strong, as
were wages for low-income Americans. The eco-
nomic prosperity of the mid to late 1990s briefly
rekindled the connection between “economic
growth” and poverty reduction because there
were employment and wage gains for those in
or near poverty. This period saw strong GDP
growth and significant reductions in both the
official poverty measure and the Meyer-Sullivan
measure. This coincides with the reorientation
of welfare programs to “work,” which was also a
contributing factor.

However, for a 20-year period from the mid-
1970s until the mid-1990s, the relationship be-
tween economic growth and poverty reduction
all but disappeared. Similarly, economic growth
did little to reduce poverty in the first decade
of this century. (Obviously there has been little
economic growth for the last five years.) As
Elizabeth Powers has pointed out, “During the
1960s, a I percent increase in the annual growth
of real GDP was typically accompanied by a 0.4
percentage-point reduction in the poverty rate.
In the 1970s, however, the effect of GDP growth
on poverty reduction was slightly more than half
that amount, and this weaker relationship per-
sisted throughout the 1980s.”>° This trend has
persisted to the present day:

There have been three general theories as
to why economic growth has not automati-



cally reduced poverty in recent years. Those
ideas, it should be noted, are not mutually ex-
clusive and all are likely to have played a role,
though experts differ on the relative weight to
assign each component.

First, some suggest that growth has simply
been too slow and uneven. Former under secre-
tary of commerce for economic affairs Rebecca
Blank, for example, notes that the years “between
1970 and 1982 contained four business cycles . . .
five years of negative GNP growth, and a rapid
increase in both inflation and unemployment.
It is perhaps not surprising that poverty is less
responsive to short and sequential upturns and
downturns in the economy™' Moreover, since
2000 we have also had two recessions and the
current recovery has been tepid at best, with per-
sistently high unemployment.

Second, the weaker relationship may be
something of an illusion, reflecting changes in
the composition of welfare benefits and pov-
erty measurement. Poverty measures may have
become less useful and accurate as Medicaid
and in-kind transfers began to account for a
greater share of transfers to poor families. Pow-
ers argues that

A first look at the consumption poverty
data suggests at the very least that the
picture of increasing inequality and the
failure of the 1980s
all boats may be exaggerated. The poor

)«

rising tide” to lift

appear to benefit from a vigorously
expanding economy now as much as
before. After considering this new evi-
dence, it is not at all clear that a policy
to promote overall growth (and hence
to expand aggregate consumption op-
portunities) is of declining interest to
Americans below the poverty line.’?

Finally, some observers suggest that external
factors like changing demographics, declining
education quality, slower wage growth for un-
skilled workers, and the growth in the number
of female-headed households may have worked
together to offset the reduction in poverty that
would have otherwise occurred because of eco-

nomic growth. In an article in the fournal of
Economic Literature, Isabel Sawhill explains that
“economic growth does produce (small) declines
in poverty among the non-aged once other vari-
ables are controlled for. However, other vari-
ables have been operating to offset the effects of
growth.” She claims that absent these external
changes—if the age, race, and sex composition of
household heads in 1980 had been the same as
that in 1950—the poverty rate would have been
23 percent lower at the end of the period. **

Opverall, it is safe to conclude that economic
growth may have contributed to the drop in
poverty rates during the early years of the War
on Poverty, but more recently its role has di-
minished.”

Finally, we should recognize that there has
also been a substantial increase in private chari-
table efforts and other nongovernmental ac-
tions to alleviate poverty. For example, inflation-
adjusted annual charitable giving in the United
States has risen from $111 billion in 1965 to more
than $335 billion today. 5 Over the 50 years of the
War on Poverty, charitable giving totaled more
than $10.2 trillion (in constant 2014 dollars), of
which roughly 29 percent ($3 trillion) went to hu-
man services or public society benefits.’” Given
the generally acknowledged effectiveness of pri-
vate charity, especially compared to government
welfare programs, it is certainly plausible to at-
tribute some of the decline in poverty over the
past 50 years to these private efforts.

None of the above theories are dispositive, of
course. But they do show that there are many al-
ternative explanations for changing poverty rates.
It would be a mistake, therefore, to automatically
attribute any and all poverty reduction over the
past 50 years to government welfare programs.

POVERTY REDUCTION IS NOT
ENOUGH

Even if we agree that the War on Poverty
may have contributed to a reduction in material
poverty, this should hardly be our only goal. It
is not enough to simply make poverty a bit less
uncomfortable. Rather, we should be striving
to lift people out of poverty, to give them the
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means and opportunity to become self-sufficient,
and to enable the poor to become fully actual-
ized citizens, rising as far as their talents can
take them. In the same vein, we cannot allow
our welfare system to consign children born
into low-income families to be forever stuck in
the terrible cycle of poverty. In this regard, the
‘War on Poverty has clearly fallen short.

Here, the official poverty rate can be par-
ticularly instructive. Because it focuses only
on money income, it is a good measure of how
many people are unable to support themselves
without government assistance. The official
poverty rate has been effectively flat for al-
most 50 years, suggesting that the welfare sys-
tem has done little to increase self-sufficiency
among the poor. In essence, our welfare pro-
grams are not fighting poverty by helping peo-
ple escape to the middle class through work
and education; the programs are merely mak-
ing the terrible situation of living in poverty
more endurable. We are throwing these peo-
ple alife preserver to keep them afloat, but not
pulling them into the boat. We are effectively
creating and perpetuating a dependent class.

We are led to a similar conclusion if we look
at economic mobility among the poor and their
children. If the War on Poverty were successful,
we should see increased upward mobility. That
is, it should become easier for the children of
the poor to escape poverty and reach the mid-
dle class. But the evidence suggests this is not
occurring,

There are two different ways to look at eco-
nomic mobility. The first is “absolute mobility;”
which measures whether people are better off
economically than their parents were at the
same point in their lifetimes. As the Treasury
Department explains, absolute mobility can
be seen as “an escalator where the opportunity
for mobility means that no matter which step a
person starts on, he or she can move up. With
an escalator, while one can get ahead faster by
walking up the steps, much of the movement is
due to the escalator itself.”5® This means that, in
some sense, absolute mobility is strongly influ-
enced by broader economic growth, which in-
creases incomes for everyone. If we hypotheti-

cally doubled everyone’s incomes tomorrow,
this would be reflected in increases in absolute
mobility. Everyone would be significantly bet-
ter off compared to their parents.

A recent paper by Ron Haskins and others
for the Brookings Institution found that two-
thirds of 40-year-old Americans are in house-
holds with larger incomes than their parents
had at the same age, even after adjusting for
changes in the cost of living.’® This rising tide
is certainly a positive development, but more
likely reflects general economic growth rather
than the effect of anti-poverty programs.

If we want to look specifically at the effects
of the War on Poverty, a much better measure
would be intergenerational mobility, which
looks at how likely people are to move between
income quintiles depending on what income
quintile their parents were in. If the War on
Poverty efforts were successful, we would ex-
pect to see an increase in intergenerational mo-
bility over time.

President Obama has called attention to
the importance of intergenerational mobility,
saying that “the idea that those children might
not have a chance to climb out of {poverty}
and back into the middle class, no matter how

»

hard they work” is inexcusable.®® However,
multiple studies have shown that intergen-
erational mobility has been stagnant in recent
decades, hardly a convincing sign that these
welfare programs effectively improve outcomes
for children born into poverty. For example, a
comprehensive study by Raj Chetty of Harvard
University, looking at birth cohorts from 1971
to 1993, found that “measures of intergenera-
tional mobility have remained extremely sta-
ble. ... For example, the probability that a child
reaches the top fifth of the income distribution
given parents in the bottom fifth of the income
distribution is 8.4% for children born in 1971,
compared with 9.0% for those born in 1986.7%"

An earlier paper by Chul-In Lee and Gary
Solon, looking at cohorts born between 1952
and 1975, also found no major changes in in-
tergenerational mobility®> Two papers looking
at birth cohorts that span most of the decades
of the War on Poverty find little change in in-



tergenerational mobility; the introduction of
these programs had no effect in the earlier co-
horts, while the later cohorts that felt the full
effect of these established programs since birth
also saw minimal effects. Even the government
found that intergenerational mobility has been
fairly stable; a report from the Treasury Depart-
ment found that the degree of intergenera-
tional mobility among income groups for the
period 1996—2005 is unchanged from the prior
decade.%3

In short, a child born near the beginning
of the War on Poverty was about as likely to
“climb the ladder” as a child born 13 years and
trillions of anti-poverty dollars later.

Obviously, there are other societal factors
at work here. It would be a mistake to attri-
bute this lack of mobility entirely to the War
on Poverty. It is possible that although mo-
bility was generally flat, these policies were
counteracting other mechanisms that would
have led to a decline in mobility. Still, given the
effort and resources that have been dedicated
to anti-poverty programs, these results are not
encouraging.

UNINTENDED CONSEQUENCES

We actually have a good idea of the keys to
getting out and staying out of poverty: (1) finish
high school, (2) do not get pregnant outside mar-
riage, and (3) get ajob—any job—and stick with it.

Even among people with some kind of job,
high school dropouts are roughly 2.3 times
more likely to end up in poverty than those
who complete at least a high school educa-
tion.# If they do find jobs, their wages are
likely to be low. Wages for high school drop-
outs have declined (in inflation-adjusted
terms) by 17.5 percent over the past 30 years.%
At the same time, children growing up in a sin-
gle-parent family are four times more likely to
be poor than children growing up in two-par-
ent families.*® Roughly 63 percent of all poor
children reside in single-parent families.®”
And only 2.8 percent of full-time workers are
poor. The “working poor” are a small minority
of the poor population. Even part-time work

makes a significant difference. Only 15 percent
of part-time workers are poor, compared with
23.6 percent of adults who do not work. %

Yet, with the exception of some education
programs and job training programs, little of
our current welfare state encourages—and
much of it discourages—the behavior and
skills that would help poor children stay in
school, avoid unmarried pregnancies, and find
ajob. In particular, many of the programs that
rose out of the War on Poverty encourage out-
of-wedlock birth and discourage work.

For example, given the evidence that stable
employment is crucial to escaping poverty, wel-
fare programs should emphasize building skills
and helping program recipients find work. In-
stead, the current welfare system in many cases
provides such a high level of benefits that it acts
as a disincentive for work. In our 2013 study,
“The Work versus Welfare Trade-Off,” we found
that a mother with two children participating
in seven common welfare programs—TANE,
SNAP, Medicaid, housing assistance, WIC, en-
ergy assistance (e.g., LIHEAP), and free com-
modities—could take home income higher than
what she would earn from a minimum wage job
in 34 states, even after accounting for the EITC
and CTC. In fact, in Hawaii; Massachusetts;
Connecticut; New York; New Jersey; Rhode Is-
land; Vermont; and Washington, D.C., welfare
pays more than a $20-an-hour job, and in five
additional states it yields more than a $15-per-
hour job.%

Arecent paper by the Congressional Budget
Office looked at the example of Pennsylvania
and found that marginal tax rates for people
transitioning from welfare to work (after ac-
counting for the loss of benefits) could reach
extremely high levels, discouraging labor force
entry and work hours. The report found that
unemployed single taxpayers with one child
would face a marginal tax rate of 47 percent for
taking a job paying the minimum wage in 2012,
and they could face a high marginal tax rate of
95 percent because their earnings disqualify
them from Medicaid.”® Figure 12, taken from
the CBO report, illustrates the high barrier to
work that some low-income people face.”" As
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the figure shows, as these people’s earnings ap-
proach $20,000, they face an effective marginal
tax rate of almost 100 percent, meaning they
keep only a couple cents for each additional
dollar they earn; the rest is lost to taxes or re-
duced benefits.

Likewise, a 2012 paper in the National Tax
Journal,looking at a similar hypothetical fam-
ily consisting of a single parent with two chil-
dren, found that moving from no earnings to
poverty-level earnings entailed a marginal tax
rate as high as 38.7 percent, and their calcula-
tions only included a limited range of welfare
programs.”?

As Casey Mulligan of the University of Chi-
cago testified before Congress, working

requires sacrifices, and people evalu-
ate whether the net income earned is
enough to justify the sacrifices. When
[welfare programs} pay more, the sacri-
fices that jobs require do not disappear.
The commuting hassle is still there, the
possibility for injury on the job is still
there, and jobs still take time away from
family, schooling, hobbies, and sleep.
But the reward to working declines,
because some of the money earned on

Figure 12
Effective Marginal Tax Rate for Low-Income Worker in Pennsylvania
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the job is now available even when not
working.”

As the CBO has noted,

Leisure is believed to be a “normal good.”
That is, with a rise in income, people will
“purchase” more leisure by reducing their
work effort. . .. Thus, the increase in [the
value of welfare benefits} is expected to
cause people to reduce work hours.”*

Clearly, our current welfare system reduces
the return from working for people in or near
poverty. Unsurprisingly; this leads them to re-
duce work effort, at least to some degree.

As for out-of-wedlock births, we know that
they have risen steadily over the past 50 years.
In 1965, roughly 8 percent of children were
born to unmarried mothers.”” Today, more
than 40 percent are.’® The question arises,
therefore, as to whether the War on Poverty
and the growing welfare state have contrib-
uted to this problem.””

There has been relatively little research
on the relationship between the availabil-
ity of welfare benefits and increases in out-of-
wedlock births since a spate of studies in the
1980s and 1990s. That research was sparked by
Charles Murray’s groundbreaking book, Losing
Ground, which first made the issue part of the
mainstream welfare reform debate.”® Of the
more than 20 major studies of the issue during
the 1980s and 1990s, more than three-quarters
showed a significant link between benefit lev-
els and out-of-wedlock childbearing.”?

One of the few recent studies analyzing the
issue, published in the Journal of Political Econ-
omy, found that “higher base welfare benefits
(1) lead unwed white mothers to forestall their
eventual marriage, and (2) lead unwed black
mothers to hasten their next birth,” although
the effects were modest.3° A second study by
Irwin Garfinkle and others also found “gener-
ous welfare promotes non-marital births.”®"
Specifically, Garfinkle found that “in the 1980—
1996 period, decreases in welfare led to a 6 {per-

cent} decrease in non-marital births.” %>

Finally, it is worth noting that in the wake
of Clinton-era welfare reform, the unmarried
birth rate fell significantly for teens, and re-
mains below those levels.%3 Unwed childbear-
ing declined by 20 percent among 15-17 year
olds and by 10 percent among 18-19 year olds
between 1994 and 1999.34 Moreover, post—
welfare reform declines in unwed childbear-
ing and single-parent families have been dis-
proportionately larger among disadvantaged
groups that were more likely to have been af-
fected by the reforms, such as those with low
incomes and less education, as well as African-
Americans.® We cannot unambiguously de-
clare that reductions in unwed childbearing
are due to welfare reform, but the turnaround
in key demographics suggests that welfare is a
factor in the decision by unmarried women to
have children.

Of course, women do not get pregnant just
to get welfare benefits. A wide array of other
social factors has contributed to the increase
in out-of-wedlock births. But by removing the
economic consequences of out-of-wedlock
births, welfare has removed a major incentive
to avoid them. A teenager looking around at
her friends and neighbors is likely to see sever-
al who have given birth out of wedlock. When
she sees that they have suffered few visible
negative consequences (the very real conse-
quences of such behavior are often not imme-
diately apparent), she is less inclined to modify
her own behavior to prevent pregnancy:.

It is almost impossible to prove a counter-
factual. We really cannot know what would
have happened if the War on Poverty had nev-
er been launched. But it is certainly plausible
that, in the absence of the modern welfare
state, poor Americans might have made differ-
ent choices over the past 50 years. Some might
have been more willing to take jobs and others
less likely to have children outside of marriage.
If so, millions of Americans may have been led
to make decisions that both prolonged their
own poverty and potentially left their children
poor as well. It is conceivable that these unin-
tended consequences might have been larger
than any gains from the War on Poverty:.
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CONCLUSION

Fifty years into the War on Poverty, if we
have not lost the war, we are at best barely bat-
tling to a draw.

The trillions of dollars and a growing list of
programs implemented since Johnson’s momen-
tous promise may have modestly reduced materi-
al poverty, but the data are limited and subject to
various interpretations. The official poverty rate
shows few gains, but studies building on more
sophisticated supplemental poverty measures do
show a reduction in poverty, especially during the
initial years of anti-poverty efforts. How much
of the improvement should be attributed to the
War on Poverty remains an open question. For
example, the evidence suggests that expansion
of civil rights for women and African Americans
was an important contributing factor to poverty
reduction. General economic growth and tech-
nological innovation also played a role.

Even those studies showing the largest ben-
efits from the War on Poverty show that we
have long since reached a point of diminishing
returns. Even if the War on Poverty helped re-
duce poverty initially, the enormous increases
in welfare spending over the last couple of de-
cades have yielded few additional gains. Gains
also appear to have been much greater among
stable socioeconomic groups such as the el-
derly, not the groups that are targeted by most
anti-poverty programs today. By the same to-
ken, what poverty reduction there is among
these groups can be traced primarily to a rela-
tively small handful of programs, most notably
refundable tax credits such as the EITC and
CTC. Most of the current 126 federal anti-pov-
erty programs appear to have little effect.

Even more importantly, there islittle evidence
that the War on Poverty has enabled the poor to
become independent of government assistance.
Nor has it increased upward economic mobility
that would enable children born to poor parents
to escape poverty and move into the middle class.

We all seek a society where every American
can reach his or her full potential, where as few
people as possible live in poverty, and where
no one must go without the basic necessities

of life. More importantly, we want a society
in which every person can live a fulfilled and
actualized life. But should we not judge the
success of our efforts to end poverty not by
how much charity we provide to the poor, but
by how few people need such charity? In this
regard, the War on Poverty has been a failure.

Finally, it is worth considering whether the
‘War on Poverty has brought about unintended
consequences that may have offset any good
that the programs once accomplished. In par-
ticular, the evidence suggests that many social
welfare programs discourage work, while en-
couraging out-of-wedlock childbearing. Thus,
even if one agrees that the War on Poverty re-
duced poverty in some ways, it also created con-
ditions that increased poverty:

‘What does this mean for anti-poverty policy
today?

Simple compassion is not enough. We should
use a mindset of objectivity and accountability
even when judging programs whose goal is to
help the less fortunate. We should constantly
ask, “What is working and what is not work-
ing?” Programs that fail should be ended—no
matter how well-intended.

Looked at objectively, continuing the War
on Poverty is unlikely to further reduce poverty,
increase self-sufficiency, or expand economic
mobility. More anti-poverty programs and more
welfare spending are not the answer to continued
poverty. Fifty years of failure is enough.

NOTES

1. Lyndon B. Johnson, “Special Message to the
Congress on the State of the Union,” January 8,
1964, http:/Avwwlbjlib.utexas.edu/johnson/archives.
hom/speeches.hom/640108.asp.

2. Lyndon B. Johnson, “University of Michigan
Commencement, 1964,” May 22, 1964, http://bent
leyumich.edu/exhibits/Ibjrg6.4/.

3. Many of Johnson’s programs continue to this
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