











































































































Shifting cases to the foster care system would financially benefit a state, but increase the
drain on the federal treasury.

Complications During the Transition Period

A shorter-range problem is that the Kassebaum plan would be difficult to
administer accurately and equitably during the five-year transition period. State
maintenance-of-effort requirements, as well as federal payments to states during this
period, would be determined by a formula under which HHS and USDA estimated
how much AFDC, food stamp, and WIC caseloads would have risen in each state in
each calender quarter during the transition if the current programs had remained
intact. Such estimates would be extremely difficult to make accurately. Disputes and
extensive litigation would be likely.

V. Conclusion

Realignment of federal and state roles is an important issue, and there are strong
advantages to greater federal participation in Medicaid. A “swap” that devolves
various federal programs in return for increased federal Medicaid funding may be
worth exploring.

But this does not mean any federal program is an appropriate candidate for
devolution. Various community and economic development, infrastructure, education,
and services programs may be candidates. But income security programs for the poor
— especially basic safety net entitlements for poor children — are not.

Senator Kassebaum is neither a welfare-basher nor someone seeking to harm
poor children. Nevertheless, her proposal would likely have severe effects. As a New
York Times editorial noted on November 25, “States may be the right place to locate
many programs Washington houses, but welfare is not one of them. States have a huge
financial incentive to skimp on benefits — to drive poor residents out and persuade the
poor from other states never to enter. Note that states eviscerated welfare benefits
during the 1970s and 1980s while Washington kept federal benefits whole.”

Devolving food stamps, AFDC, and WIC — especially at a time when the federal
government is likely to cut sharply into other federal grants to state and local
governments — is likely to lead to increases in poverty, hunger, and even homelessness

in the decades ahead. As a result, it would risk making our society more deeply
divided.

Devolution and increased state flexibility are not synonymous. Proposals can be
designed to accord states substantially increased flexibility in designing and operating
their AFDC programs without terminating federal support for cash and food assistance

for poor families.
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