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The institutional architecture of antipoverty policy in
the United States: Looking back, looking ahead

tance through categorical entitlements, means-tested aid,
or subsidized employment benefits—determine the gen-
erosity and inclusiveness of the assistance. Policies can
be designed to reduce existing social and market stratifi-
cation or they can exacerbate it by providing tiered assis-
tance that replicates market status.1 As Charles
Lindbloom famously observed, policy designs are
shaped by politics but, once adopted, policy also shapes
politics by mobilizing some interests and marginalizing
others.2

The architecture of U.S. social and health policy is often
described as ‘bifurcated’ between employment-based so-
cial insurance programs for those with strong labor mar-
ket attachments and means-tested social welfare pro-
grams for those outside the labor market. A more
complete description of the U.S. should include a third
system of indirect benefits through the tax system and
publicly-subsidized and regulated private assistance,
particularly employer-provided health insurance.

Indirect and subsidized private benefits are a particularly
important component of the U.S. social policy system
because, in comparison to other rich welfare states, these
benefits make up an exceptionally large share of all assis-
tance.3 The historical lateness of the U.S. social insur-
ance system, which was not adopted (with exceptions
such as Civil War and Mothers’ pensions) until the “big
bang” of New Deal policymaking in the 1930s, fostered
the development of a particularly robust system of pri-
vate alternatives to public social insurance. As Jacob
Hacker argues, these private alternatives are intimately
linked to the early and subsequent development of public
social and health policies. Widespread private benefit
programs rarely arise in the absence of government inter-
vention and support and, once instituted, inhibit the de-
velopment of public alternatives.4 Although employ-
ment-based benefits, particularly health insurance, are
arguably “private,” they are also “public” in many re-
spects because they serve a parallel function to public
programs, are subsidized by government through sub-
stantial tax deductions for both employer and employee
costs, and are heavily regulated to achieve risk pooling
and some measure of redistribution.

In addition to its heavy subsidization of employment-
based benefits, the United States has developed an exten-
sive system of other specialized tax exclusions, deduc-
tions, and credits designed to advance social and health
goals—from encouraging private retirement savings to
promoting private homeownership and subsidizing pri-
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One of the most significant developments for antipoverty
policy over the last 40 years has been retrenchment in
cash assistance programs for the poorest alongside
growth of policies that are not for the poor. As a result,
the U.S. has developed a “trifurcated” system of fairly
generous universal-categorical programs for those with
strong labor market histories, largely invisible indirect-
private assistance through tax and employment-based
benefits for those who can command good wages and
accumulate private assets, and means-tested welfare pro-
grams for those with the worst employment prospects,
lowest wages and fewest assets. This institutional archi-
tecture has done little to offset rising income inequality
or to eliminate poverty among working-age adults and
their children. In the short term, it consigns the poorest to
temporary welfare programs that are too limited in cover-
age and too stingy in benefits to lift households—even
those with some earnings—out of poverty. In the longer
term, because benefits and eligibility for welfare pro-
grams decline sharply with earnings, the trifurcation of
assistance leaves those who manage to get a little
ahead—and a little beyond the income and asset thresh-
old for welfare assistance—with little or no assistance
and no bridge to sustainable forms of assistance that
benefit more advantaged individuals. The trifurcation of
assistance has also been disastrous for antipoverty policy
because it has focused public and political attention on
targeted-welfare programs while obscuring the size and
regressive distribution of indirect-private benefits, such
as employment-based and federal tax-advantaged health
insurance. Looking ahead, one of the crucial challenges
for antipoverty policy will be the design of policies that
provide a bridge from welfare-based benefits to legiti-
mate and sustainable assistance for lower- and middle-
income households.

The trifurcated system

The institutional architecture of social welfare and health
policy is important for antipoverty policy for several
reasons. The details of policy design—from the financ-
ing of assistance through social insurance, general tax
revenues, or tax expenditures to the delivery of assis-
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vate child care costs. The forgone government revenues,
or tax expenditures, that result from these tax benefits
represents a major government investment. They consti-
tute what Christopher Howard terms a “hidden welfare
state” that has substantial but largely unobserved distri-
butional consequences.5

Measuring the social benefit package

Unfortunately, it is difficult to measure the total size of
the trifurcated U.S. system and the distribution of ben-
efits, particularly the “hidden” benefits of employment-
based and tax benefits, because administrative data and
national household surveys fail to capture much of this
assistance.6 To obtain an estimate of the value and distri-
bution of assistance across households I make use of data
from the New York Social Indicator Survey, a house-
hold-level telephone survey of a random sample of New
York City households conducted by researchers at Co-
lumbia University.7 This survey has unusually detailed
questions about receipt of both cash and in-kind assis-
tance from multiple sources. I combine data from surveys
conducted in 1999 and 2001 with administrative data to
estimate the value of a “social benefit package” for each
household. This estimate includes the reported value of
direct cash assistance (e.g., through Social Security or
public assistance benefits); the value of in-kind benefits
such as Food Stamps and child care subsidies, imputed
using government cost methods; and the value of special-
ized tax credits reported by survey respondents, imputed
using survey data and the TAXSIM program.8 I adjust the
benefit package for family size by dividing the total by
the square root of the number of adults and children in
the family.9

As illustrated in Figure 1, the total social benefit package
for New York City households is composed about
equally of the three forms of assistance. Just over one-
third is provided through universal-categorical programs
(or categorical entitlements). The programs included in
this measure are the traditional social insurance pro-
grams provided through Old Age, Survivor’s and Dis-
ability Insurance for retired workers, the surviving de-
pendents of workers, and fully disabled workers;
Unemployment Insurance for covered workers; Medicare
health insurance for those over age sixty-five and some
disabled adults; and public pre-kindergarten programs.10

Approximately another one-third of assistance is pro-
vided through targeted-welfare programs that provide
cash or in-kind assistance. The targeted-welfare pro-
grams in this measure include public assistance through
Temporary Assistance to Needy Families (TANF); food
assistance through Food Stamps and the Women, Infants
and Children (WIC) program; Supplemental Security In-
come for disabled adults and children; health insurance
through the Medicaid and state Child Health Insurance
Programs (CHIP); child care subsidies for welfare recipi-

ents and the working poor; and housing assistance
through public housing and Section 8 housing vouchers.

The final share of the benefit package, accounting for
just under one-third of all assistance, is provided through
indirect-private mechanisms. These benefits include spe-
cialized tax deductions and credits for individual tax
payers, including the home mortgage interest deduction,
the child tax credit, deductions for health insurance and
medical expenses, and the Federal and New York State
child care and Earned Income Tax Credits. This measure
also includes tax savings to employers for employment-
based health insurance. Finally, it includes the value of
employer-provided health insurance, treated here as a
publicly subsidized and regulated form of private assis-
tance.

Different systems, different benefits

The three tiers of U.S. policy are institutionally separate,
overseen by different parts of government, and delivered
through different systems. They also differ fundamen-
tally in the legitimacy, inclusiveness, and sustainability
of the assistance they provide.

The assistance I term universal-categorical is not truly
universal because these programs are categorically re-
stricted, for example by age and disability status, and
most are also limited to those with labor market ties.
Although not universal, these programs are an entitle-
ment for those who meet eligibility requirements. They
are broadly inclusive in coverage, financed largely

Figure 1. Average social benefit package adjusted for family
size, New York City households, 1999–2001.

Source: New York City Social Indicators Survey, Waves II and III.
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through payroll taxes, and are taken up by nearly all who
are eligible. Some, such as Unemployment Insurance,
provide temporary assistance while others, such as Medi-
care for the elderly, are designed to provide sustained,
uninterrupted assistance for as long as needed.

Targeted-welfare programs are most commonly associ-
ated with antipoverty policy. They are narrowly targeted
on households with the lowest incomes. Many require
applicants to meet additional eligibility tests, such as
hours of work, and require frequent and complex appli-
cation and re-application procedures. Most are also lim-
ited by capped authorizations that provide funding for
only a portion of those who are eligible. Among those
who are eligible, take-up of benefits is generally low due
to the difficulty, uncertainty, and stigma of participation.
They are designed for target efficiency, that is, to direct
benefits to the most needy, and most have high “effective
tax rates” because benefits decline with increased market
income. Most importantly, as the critics of public assis-
tance have emphasized, these programs were always in-
tended to provide only temporary assistance. They are
explicitly designed to end assistance as quickly as pos-
sible through a combination of time-limited benefits,
benefit schedules that reduce benefits as earnings rise,
and the imposition of eligibility tests or “hassle factors”
that discourage receipt.

Indirect-private benefits differ from public forms of as-
sistance in important ways. Specialized tax benefits are
an entitlement, in that they can be used by any tax filer
who can document the claim or covered expenditure, but
they are not broadly inclusive because those with lower
incomes and tax liabilities do not benefit from itemized
deductions or from nonrefundable tax credits. Federal
and state Earned Income Tax Credits are the obvious
exception, with refundable benefits for those low earners
who can claim them. Outside of the earned income cred-
its, most tax benefits are regressive, having a higher
value for those with higher tax liabilities. Employment-
based benefits are even less inclusive in their coverage.
These benefits are obviously restricted to those who are
able to individually or collectively negotiate for cover-
age from their employers. Not surprisingly, the distribu-
tion of benefits is regressive, with the most advantaged
workers, who are able to negotiate the most favorable
compensation packages, most likely to receive benefits.

Although indirect-private benefits are neither inclusive nor
progressive, they do have the advantage of being easy to
take up for those who are eligible, and participation rates in
employer-based benefit programs and use of targeted tax
benefits is high. These benefits have little stigma; indeed,
they are generally perceived as legitimate rights rather than
assistance. They are also sustainable over time. They have
no time limits, repeated application requirements, or oner-
ous behavioral requirements. And unlike targeted-welfare
programs, the value of assistance is likely to increase over
time along with earned income.

Stratified and unequal benefits

The trifurcation of the U.S. system is consequential for
antipoverty policy because the distribution of assistance
is highly stratified by market income. Figure 2 compares
the value of each component of the social benefit pack-
age estimated for New York City households by market
income quintiles.

Households at all points in the income distribution re-
ceive assistance through each of the three mechanisms,
but the distribution is highly stratified by income. Those
in the lowest income quintile receive more than one-half
of their assistance through targeted-welfare programs
and most of the rest through universal-categorical pro-
grams. Those in the upper quintiles receive a very differ-
ent package of assistance: households with market in-
come in the highest quintile receive two-thirds of their
assistance through the indirect-private mechanisms of
targeted tax benefits and publicly subsidized employ-
ment-based benefits. Households in the middle of the
income distribution receive assistance from all three
mechanisms in more equal proportions. But because tar-
geted-welfare benefits decline steeply with income, and
indirect-private benefits are sharply regressive, the over-
all distribution of assistance is decidedly “U” shaped.
Although households in the lowest market income
quintile receive the largest total benefit package (ad-
justed for family size), the value of the benefit package is
smallest for the middle quintiles. The “U” shape, and
upward tilt of indirect-private benefits, would be even
more pronounced if we were able to capture more spe-
cialized tax benefits available to more affluent house-
holds.

Looking ahead

The United States has policies that provide generous,
socially legitimate and sustainable social welfare and
health assistance for many through social insurance pro-
grams, tax benefits, and tax-advantaged and subsidized
private benefits. Unfortunately, this assistance is gener-
ally not available to the poor. Instead, means-tested wel-
fare assistance provided to the poorest households is, as
many have observed, “poor assistance”—meager, diffi-
cult to access, and socially stigmatizing.

Most problematically, from an institutional perspective,
assistance for the poor is designed to be temporary but
has no linkage to the sustainable assistance that is avail-
able to the more advantaged. TANF provides some cash
assistance for those with no earnings but no bridge to
Unemployment Insurance or coverage for those who do
not have sufficient earnings to qualify for UI. Medicaid
and CHIP provide health insurance to the poorest fami-
lies, but as their earnings rise they become disqualified
based on incomes before they are likely to obtain em-
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ployment that provides comparable employer-provided
benefits. The Child Care Development block grant funds
subsidies for the poorest families but parents’ earnings
typically disqualify them from assistance long before
they have sufficient earnings and tax liabilities to benefit
from nonrefundable child care tax credits. Low-income
housing assistance provides residential security that al-
lows some families to achieve a level of economic inde-
pendence and security, but these subsidies rarely last
long enough for them to secure the wages and accumu-
late the savings that would allow them to purchase homes
and benefit from the home mortgage interest deduction.

The U.S. has policies that provide generous, socially
legitimate and sustainable social welfare and health as-
sistance for some. Unfortunately, it is not for the poor.

Looking ahead to the next 40 years of antipoverty policy,
one of the most crucial challenges will be to design
policies that reduce the stratification of the trifurcated
U.S. system and close the gap between temporary assis-
tance for the poor and middle earners and sustainable
assistance for the affluent. We now know that economic
growth, even robust growth, will not assure economic
security for all or close the gap between the most- and
least-advantaged. For the foreseeable future, a sizable
share of U.S. workers and their dependents will not earn
enough to achieve stable economic security. Given these
realities, efforts to craft effective and legitimate antipov-

erty policy will continue to flounder as long as we pro-
vide assistance to the poorest that is stingy, temporary,
and institutionally separate from legitimate and sustained
assistance for the nonpoor. Our challenge is to design
antipoverty policy that is not about “poverty” but about
economic security and not for “the poor” but for all who
contribute to the phenomenal economic growth and pros-
perity of the U.S.�
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Postdoctoral Fellowships, 2008–2010

The University of Michigan’s Research and Train-
ing Program on Poverty and Public Policy at the
National Poverty Center offers one- and two-year
postdoctoral fellowships to American scholars
who are members of groups that are
underrepresented in the social sciences (e.g.
members of racial and ethnic minority groups,
individuals from socio-economically disadvan-
taged backgrounds, etc.). Fellows will conduct
their own research on a poverty-related topic
under the direction of Sheldon Danziger, Henry
J. Meyer Distinguished University Professor of
Public Policy. Funds are provided by the Ford
Foundation. Applicants must have completed
their Ph.D.s by August 31, 2008. Preference is
given to those who have received their degree
after 2002. Application deadline is January 11,
2008. Contact: Program on Poverty and Public
Policy, Gerald R. Ford School of Public Policy,
735 South State St., University of Michigan, Ann
Arbor, MI 48109. Applications can be down-
loaded from: http://www.fordschool.umich.edu/
research/poverty/fellowship_opps.html.


