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ExXEcuTIVE SUMMARY

The report’s main findings are as follows:

« The number of families on welfare declined by 50 percent between the passage of welfare
reform legislation in August, 1996 and the date for the most recent caseload statistics, Sep-
tember, 2000.

« Most of the women heading these families have gone to work, contrary to the expectations of
many welfare reform critics. The proportion of single mothers who work has increased dra-
matically since welfare reform, nearly matching the proportion leaving welfare.

 Regression results indicate that Temporary Assistance to Needy Families (TANF), the fed-
eral program created in 1996 pursuant to the welfare reform law, accounts for more than half
of the decline in welfare participation and more than 60 percent of the rise in employment
among single mothers.

« These results also show that although the booming economy of the late 1990s contributed
both to the decline in welfare and to the rise in work participation among single mothers,
that contribution was relatively minor compared to the contribution of TANF, accounting
for less than 20 percent of either change.

» The decline in welfare participation was largest for groups of single mothers commonly
thought to be the most disadvantaged: young (18-29) mothers, mothers with children under
seven years of age, high school dropouts, black and Hispanic single mothers, and those who
have never been married.

« Employment gains have also been the largest among disadvantaged single mothers: mothers
who have never married, mothers between the ages of 18 and 29, mothers with children
under seven years of age, high school dropouts, and black and Hispanic mothers.

* TANF’s beneficial effects extend even to the most disadvantaged portions of the welfare-
eligible population. TANF accounts for 40 percent of the increase in work participation among
single mothers who are high school dropouts; 71 percent of the increase in work participa-
tion among 18-29 year old single mothers; and 83 percent of the increase in work participa-
tion among black single mothers.
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GAINING GROUND?
MEASURING THE IMPACT
oF WELFARE REForM ON WELFARE AND WORK

INTRODUCTION

The history of welfare reform in the United States has recorded many failures and few suc-
cesses. To the surprise of many observers, however, we now appear to be witnessing a major
policy success. Between January of 1994 and September of 2000, eight and a half million people
left the U.S. welfare rolls and the proportion of the total population on welfare declined from
5.5 percent to 2.1 percent, a level not seen since the early 1960s. Equally important, during the
same time period single mothers—the dominant group of welfare beneficiaries—greatly in-
creased their work participation as their welfare participation declined. Thus, the past six
years have seen dramatic progress.

These dramatic changes in welfare and work occurred during a time of radical change in
welfare policy itself. The most notable feature of that change was the passage in August, 1996,
of the Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA), which
terminated Aid to Families with Dependent Children (AFDC), the nation’s basic welfare pro-
gram since the 1930s, and replaced it with Temporary Assistance to Needy Families (TANF).
TANF is a striking departure from the past. Under AFDC an eligible family was entitled to an
income from welfare as long as it had a child under the age of 18 present in the home. Under
the new law, welfare is no longer an entitlement either in terms of its financing or its philoso-
phy. As its name suggests, TANF is intended to serve as a temporary helping hand. TANF
benefits are restricted to a lifetime limit of five years, and all adult recipients must fulfill a
strict work requirement.

PRWORA did not have an easy passage. Many welfare rights groups bitterly contested the
“tough love” character of the policy reforms which had been written into the legislation by
the Republican-dominated Congress. Three high level officials in the Clinton Administration
resigned in protest. Nonetheless, President Clinton eventually signed the bill into law. Critics
expected the worst. Writing in the New Republic, Katha Pollitt said,” . . . we know how welfare
reform will turn out, too: wages will go down, families will fracture, millions of children will
be more miserable than ever.”!

The apparent failure of these predictions to come true has not stopped welfare reform critics.
As increasingly positive news has been reported, critics of PRWORA have faced off with re-
form proponents over what is responsible for the record-breaking decline in the welfare rolls.
Critics have alleged that most of the credit is due to the booming economy of the late 1990s,
while reform proponents have contended that the law itself was the primary cause of these
positive developments. Some critics concede that the law has reduced welfare rolls but claim
that the result has been the impoverishment of families. Proponents point to the dramatic
increase in work participation among those formerly receiving welfare. As of yet, however,
there has been little definitive evidence to resolve the debate.?
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This report is the first in a series documenting the actual results of welfare reform. Here we
examine in detail the changes that have occurred in the welfare and work participation of
single mothers. We ask whether single mothers with the greatest socio-economic disadvan-
tages have left welfare and entered the labor force to the same degree as mothers with more
education and skills. Equally as important, we use regression analysis to estimate the extent
to which welfare reform efforts themselves can explain the changes in welfare and work,
taking account of the booming economy and many other relevant factors. Our main conclu-
sions are as follows:

= Contrary to the concerns of many critics, women who are thought to be least
able to become self-sufficient have left the welfare rolls in large numbers since
the mid 1990s. Single minority mothers who never married and those who
dropped out of high school were among those with the largest absolute de-
clines in welfare participation.

= Single mothers entered the work force nearly as quickly as they have left the
welfare rolls. Large increases in work participation were made by those with
educational and other disadvantages, mirroring the pattern of change in wel-
fare participation.

< TANF is the most important single factor accounting for the decline in welfare
and the rise in work participation among single mothers in the years since TANF
was implemented. Regression results show that TANF accounts for half of the
decline in welfare participation and more than 60 percent of the rise in employ-
ment among single mothers. The decline in unemployment—which we use as a
proxy for the booming economy—during the TANF period accounts for less
than 20 percent of either the decline in welfare or the increase in work.

These results strongly suggest that the positive news of the last few years is primarily the
result of the passage of PRWORA.

A BRIEF HISTORY OF WELFARE REFORM

The welfare caseload grew sharply during the late 1960s and early 1970s. This surge was
sparked during the period when the so-called War on Poverty was launched and welfare
benefits were enhanced and eligibility liberalized. The main policy response to the caseload
growth was the provision of employment and training programs for welfare recipients. In
addition, new financial incentives to work were provided by *“disregarding” some of a
recipient’s earnings in determining the reduction in her benefit amount. As a result of this
provision, a welfare recipient could keep a larger share of her welfare benefits as her earnings
increased and still remain on welfare.

By the 1980s it became clear that these policies were not working very well. Indeed, some
observers concluded that the earnings disregard provision had contributed to caseload growth
by making welfare participation more attractive.® The disregard provision was eliminated by
the Omnibus Budget Reconciliation Act of 1981 (OBRA), which also put a monetary cap on
the amount of income a person could receive and still remain on AFDC. These restrictive
eligibility provisions served to limit welfare caseloads through the 1980s.* But despite a growing
economy and rapid declines in the unemployment rate, welfare caseloads in virtually all states
remained at or near their record-high levels of the late 1970s.
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This fact sparked yet another attempt to reduce the welfare rolls, through the Family Support
Act of 1988. Using the same approach of offering employment and training services, it estab-
lished a Job Opportunities and Basic SKills Training program (JOBS) which added an educa-
tional component to the standard job training elements and provided transitional Medicaid
support and childcare for recipients going off AFDC. As with the earlier earnings disregard
program, however, this service enrichment may have done more to increase welfare partici-
pation than to reduce it. The welfare caseload rose more sharply between 1989 and 1994 than
can be explained by the economic downturn of the early 90s. Part of that unexplained rise may
be due to the welfare enhancement aspects of the JOBS program.

The rise in the AFDC caseload in the early 1990s and mounting criticism of the program from
policy analysts and legislators (including Bill Clinton and Newt Gingrich) finally spurred
reform measures that truly were departures from the past. Initially, individual states took the
lead by conducting experiments and introducing more permanent reforms under waivers
from the prevailing law granted by the federal government. During the period of waiver ac-
tivity, 1992-1997, thirty states implemented a major waiver (Appendix A, Table A-1). In con-
trast to the earlier welfare reform efforts, the new state initiatives began to change the
psychology of the program. A number of states introduced measures that restricted eligibility
for benefits and imposed tough conditions for their receipt. Ultimately, the Congress passed
PRWORA, abolishing AFDC and creating the TANF program.

Although TANF gives the states broad authority to determine conditions of eligibility for
benefits, certain conditions are mandatory for all states—and these conditions shared a “tough
love” philosophy similar to that found in many state waiver initiatives. Of particular impor-
tance is the imposition of the 5-year lifetime limit for receipt of TANF benefits and the require-
ment that all adult recipients fulfill a work requirement after a maximum of two years on the
program. States have the option to impose tougher restrictions and many of them have done
so (See Appendix A, Table A-2). For example, 19 states have a time limit stricter than 60 months,
either because the limit is simply shorter or because it is shorter within fixed periods (such as
no more than 24 months in a 60-month period). Many states also imposed strong work provi-
sions; for example, requiring work registration immediately on entering the program, and job
search and work activity well before 24 months. The use of sanctions and the policy of allow-
ing exemptions from work only to those with very young children (under six months of age)
have further toughened the work requirement.

On the other hand, states have some room to ease the TANF requirements. For example, they
may choose to pay for benefits beyond the 60 month time limit with their own funds and are
allowed to use federal funds for cases with particular handicaps, but are limited to 20 percent
of the caseload for that purpose (See Appendix A, Table A-2).

This dramatic change in philosophy towards welfare sparked outcry and predictions of deso-

lation, despair, and doom for the women and families affected. It has now been almost five
years since PRWORA'’s passage; what do the data show about its effects?
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LEAVING WELFARE, GOING TO WORK: WHAT THE DATA SHOW

Overall the data are very encouraging. As shown in Figure 1, the welfare rolls have plum-
meted by more than half since late 1994, with most of that decline occurring after TANF’s
enactment. Furthermore, as shown in Figure 2, the women who left welfare have not been
left destitute; instead, they have joined the workforce in record-breaking numbers. Never-
theless, aggregate figures cannot tell the whole story. It is possible, as many critics allege,
that those who have left welfare for work are primarily more educated, white women with
work experience, leaving behind a caseload that is increasingly dominated by women with
educational and other disadvantages. Another allegation is that when disadvantaged
women—high school dropouts, black and Hispanic women, young mothers with young
children—are pushed off welfare by work requirements and sanctions, they will not be able
to find jobs and will consequently fall into extreme poverty. However, careful consideration
of both the conceptual issues involved and the evidence indicate that these pessimistic fore-
casts have not materialized. Single mothers with disadvantaged characteristics sharply re-
duced their welfare participation in the years of welfare reform and just as sharply increased
their participation in the work force.

Figure 1: Families Receiving AFDC/TANF, Years 1936-2000
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Figure 2: Single Mothers Reduced Their Welfare Participation and Increased Their Work
Participation as Their Exposure to Welfare Reform Grew
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(CPS); Percent exposed to waivers/TANF based on state of residence of single mothers and date of implementation of first major waiver and of
TANF.

A. Conceptual Issues

Under the old AFDC program, women with relatively little education and other disadvan-
tages were more likely than better-situated women to go on welfare in the first place, and
were more likely to stay on welfare for long periods if they did go on the program.® There are
obvious reasons for this differential. The welfare benefit package—cash benefits, food stamps,
Medicaid, housing subsidies—is more financially attractive when the income alternatives to
welfare are low, and disadvantaged women are more likely to have low potential earnings
and poor marriage prospects.

Welfare reform, however, has greatly changed the relative attractiveness of welfare. The time
limit ultimately eliminates the choice of being on welfare; and work requirements and tough
sanctions change life while on welfare, reducing leisure time and time at home generally.
Although these changes affect everyone, they represent the most dramatic change for those
who would have been long-term recipients—accumulating more than five years on welfare—
under the old system. Under that system, high school dropouts and those with an early first
birth out of wedlock were particularly likely to be long-term welfare recipients.® Potential
long-term recipients would have a stronger incentive than potential short-term recipients to
postpone entry to save up the five-year welfare allotment for a rainy day. Some may be shocked
into rethinking their life situation and follow a different path—stay in school longer; other-
wise acquire more work skills; postpone a first birth.
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Because the change in policy is more radical for those with a higher propensity to be on welfare,
the disadvantaged are more strongly affected by the change. However, single mothers with
more education and fewer disadvantages may respond more quickly to policy changes because
they are more informed and more capable of making the transition from welfare to work.

In this section we examine in detail what has actually happened and report on the trends in
welfare and work participation of single mothers with different characteristics. This descrip-
tive analysis provides a picture of the timing of changes in welfare and work participation
and the extent to which that timing has been coincident with the implementation of welfare
reform during the waiver and TANF periods. Comparing the trends in welfare and work for
groups of single mothers who differ by race, schooling, age, and other characteristics related
to the propensity of the group to go on welfare provides additional insight into the possible
effects of welfare reform.

The examination of trends, while suggestive, cannot be regarded as conclusive. We turn later to
amore rigorous statistical evaluation in which we control for the effects of unemployment along
with a large number of other factors that could also influence welfare and work participation.

B. Data Sources

The data source for both our descriptive and regression analyses is the annual March supple-
ment to the U.S. Current Population Survey (CPS), a large, nationally representative survey of
American households conducted monthly. We analyze data on individual respondents from
each of the March supplements from 1983 through 2000. Our use of individual, or micro data,
is one important methodological difference between our analysis and that of most other stud-
ies of the effects of welfare reform which have analyzed aggregate state caseload data. In
contrast to caseload data, the CPS micro data have the great advantage of providing informa-
tion on the welfare receipt, employment, and detailed demographic characteristics of each
person, thereby enabling the analyst to control more precisely for such factors (Appendix B
compares the CPS data on welfare recipients with the standard caseload data).

We limit the sample to single mothers ages 18 to 44—i.e., never-married or previously mar-
ried mothers who have children under the age of 18. This is the group of women who are most
likely to be eligible for welfare benefits and therefore potentially “at risk™ for receipt of ben-
efits. The pooled sample, which we later use for regression analysis, contains approximately
80,000 single mothers. Although a majority of single mothers head their own independent
households, a significant minority—23 percent—are “sub-family” heads living with their chil-
dren in the household of a parent or another related or unrelated adult. We include all single
mothers, whether independent or heading sub-families. We start the analysis in 1983 because
that is the first year for which the CPS provided the information needed to identify the single
mothers of children living in multi-family households. We choose an early start date so that
our sample can span several changes in the business cycle, allowing more accurate measure-
ment of the economic effects.

C. Single Mothers, Especially Disadvantaged Mothers, Have Left the Welfare
Rolls in Large Numbers

Single mothers with the lowest skills and other deterrents to labor market success have always
had the highest rates of welfare participation. Yet these groups have experienced as large or
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larger declines in welfare participation in the late 1990s than more skilled groups. As noted, the
structure of the policy reforms suggests that the impact could differ among population sub-
groups. Figures 3 through 7 depict trends in welfare participation for women in different cat-
egories classified by age, age of children, education, race/ethnicity, and marital status. The results
are as follows:

Age of Mother and Age of Youngest Child. The decline in welfare participation has been
largest for the youngest mothers (Figure 3).” One reason for an age differential in response is
that the imposition of a time limit is likely to mean less of a change for older women than for
younger women. Under the AFDC program, benefits ended when the youngest child turned
age 18. Older women are likely to have older children and a woman whose youngest child is
13to 17 is not likely to regard a TANF time limit as very different from the old AFDC rule that
terminates benefits when the youngest child reaches age 18.2 More evidence for this explana-
tion is provided in Figure 4, which shows a considerably milder decline in welfare participa-
tion after 1993 for mothers whose youngest child is 13 to 17 than for mothers with younger
children. As we have explained, the time limit combined with a work requirement that in
many states allows no exemption for mothers of children older than six months (even younger
in a number of states), plus a possible family cap, add up to a benefit package dramatically
reduced from AFDC days.® Under these circumstances a young mother might not apply for
welfare, or if already on the program, she might leave welfare for a job, school, or marriage.
With the five-year time clock ticking and a good job market, young mothers may also choose
to bank their welfare participation for the future.

Figure 3: The Decline in Welfare Participation is Largest for Single Mothers in the Youngest
Age Groups
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Figure 4: The Decline in Welfare Participation is Largest for Single Mothers
with Young Children
% of Single Mothers on Welfare

50

45

V\/ \ Youngest Child Under 7
) - \

35 \
30

Youngest Child Ages 7-12

25 ~— — P

~ — \
. TN ~
. N

Youngest Child 13 or Over \\
10

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Source: Micro data files, March Current Population Survey (CPS).

Schooling and Race. Single mothers with the lowest levels of education have poorer labor
market prospects and they are significantly more likely to take up welfare. However, since
1992, high school dropouts, the most disadvantaged group, have experienced a particularly
large decline in welfare participation (Figure 5). Black and Hispanic women have less school-
ing than white non-Hispanic women, which is one reason why their welfare participation
rates are higher (Figure 6). Nevertheless, since 1992 the participation rates of black and His-
panic mothers have declined more than those of white non-Hispanic mothers and the gap in
rates narrowed noticeably by 1999.

Figure 5: A Larger Welfare Decline is Observed for High School Dropouts
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Figure 6: Welfare Participation Has Declined for All Race/Ethnicity Groups, but the
Decline is Larger for Black and Hispanic Mothers
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1999

Marital Status. Single mothers who never married typically have less education and are much
more likely to go on welfare than are single mothers who were previously married and have
been divorced, separated, or widowed. Yet again, however, the data show that these disad-
vantaged women left welfare much more quickly between 1992 and 1999 than their previ-
ously married counterparts, significantly narrowing the difference between the two groups in
welfare participation rates (Figure 7). Once again the group of single mothers most likely to be
affected by the change in the welfare program experienced the greatest absolute reduction in

welfare receipt.

Figure 7: Welfare Participation Declined More for Never-Married Mothers Than for
Previously Married Mothers
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D. Single Mothers, Especially Disadvantaged Mothers, Greatly Increased
Their Work Participation

Single mothers have entered the workforce nearly as quickly as they have left the welfare
rolls, resulting in an impressive increase in their work participation. The timing of the rise in
work participation suggests that welfare reform could be an important factor motivating the
increase in work effort as well as the decline in welfare participation.

Marital Status. Trends in employment participation differ considerably among women ac-
cording to their marital status. The employment rate of married mothers increased gradually
over the 1980s and 1990s, but the employment of the two groups of single mothers (never-
married and previously married) noticeably turned upwards only in the welfare reform era
(Figure 8).1° Moreover, the upturn is much more pronounced for never-married mothers than
it is for previously married mothers. If the decline in unemployment and/or other trends in
the economy favoring women were the main factors prompting this rise in employment, we
would expect to see similar patterns of change for all mothers 18-44, regardless of their mari-
tal status. The fact that the upturn is strongly related to the degree of welfare dependence of
the group suggests that welfare reform is likely to have played an important role in the rise in
work participation.’ In 1992, 64 percent of currently married mothers were employed during
the week prior to the March CPS survey, while only 44 percent of never-married mothers
were so employed. In the span of time between 1992 and 2000 this gap was closed, with 67
percent of never-married mothers and 67.5 percent of currently married mothers employed
during the March 2000 reference week.

Figure 8: Single Mothers, Especially Never-Married Mothers, Experienced Greater
Employment Gains Than Married Mothers
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Source: Micro data files, March Current Population Survey (CPS).

Civic Report July 2001

10



Gaining Ground? Measuring the Impact of Welfare Reform on Welfare and Work

Generally speaking, the pattern of employment gains made by sub-groups of single mothers
almost mirrors (in reverse) the pattern of welfare declines. Dramatic employment gains were
made by disadvantaged women who traditionally have had the greatest welfare attachment
and were therefore likely to be most strongly affected by welfare reform.

Age of Mother and Age of Youngest Child. Similar to the pattern of change in welfare partici-
pation, the sharpest employment gains have been among the youngest women (Figure 9). While
only 38 percent of 18-24-year-old single mothers were employed in 1992, 60 percent were so
employed in March, 2000. Among 25-29 year olds, employment rates rose from 50 percent to 72
percent. In stark contrast, among 40-44 year old single mothers, employment rates were already
quite high in 1992 (73 percent) and rose only moderately (to 79 percent) by 2000.

Figure 9: Younger Single Mothers Made the Largest Employment Gains
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A similar pattern emerges when we compare the trend in employment among single mothers
sorted by age of youngest child. The gain in employment for single mothers whose youngest
child was less than seven was huge—from 46 percent employed in 1992 to 70 percent in 2000
(Figure 10). On the other hand, the percent employed among single mothers whose youngest
child was 13-17 fell somewhat (it was 77 percent in 1992 and 75 percent in 2000). As noted,
this group would not be affected by the five-year time limit since welfare rules under AFDC
had always terminated benefits when the youngest child reached age 18.

Figure 10: Employment Increased the Most for Single Mothers with Young Children
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Schooling and Race. Single mothers with low levels of education and skill lagged behind
during the 1970s and 1980s as other women with children greatly increased their work par-
ticipation. Yet the employment rate of this group increased more rapidly than that of other
education groups during the 1990s (Figure 11). Thus, among single mothers who were high
school dropouts the percent working rose from 31 percent in 1992 to 50 percent in 2000.12 The
employment rate of high school graduates rose from 60 to 74 percent, and for single mothers
with at least some college level schooling, it increased from 74 to 84 percent.

Figure 11: Large Gains in Employment Made by the Least-Educated Mothers
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White single mothers typically have had higher employment rates than black or Hispanic
single mothers (Figure 12). However, strong employment gains by black and Hispanic women
have narrowed this differential considerably. In 1992 only half of black single mothers were
employed, but by March 2000 their employment rate had climbed to 69 percent. Gains for
Hispanic women were nearly as large, rising from 47 percent employed in 1992 to 63 percent
in 2000. Among white single mothers employment rates rose more moderately—from 65 per-
cent in 1992 to 79 percent in 2000.

Figure 12: Particularly Strong Employment Gains by Black and Hispanic Single Mothers
Have Narrowed Racial and Ethnic Employment Differentials
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Summary on Changes in Welfare and Work. In sum, the welfare participation of single mothers
generally declined and their work participation rose during the period of welfare reform (1992-
2000), first during the waiver years and then after TANF. Moreover, especially large declines
in welfare participation and increases in work are observed among women with characteris-
tics associated with high rates of welfare receipt: young single mothers with young children,
black and Hispanic women, high school dropouts, and mothers who never married. In this
respect, the fears of critics have proved unfounded. But we have yet to answer an important
guestion: was this startling change in behavior the result of the booming economy or of wel-
fare reform?
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WELFARE REFORM IS THE LEADING CAUSE OF RECENT DECLINES IN WELFARE
AND INCREASES IN WORK

The overall patterns of change in welfare and work participation, and the patterns of those
disadvantaged sub-groups considered to be most vulnerable to changes in policy, suggest
that welfare reform was a causal factor spurring these changes. As noted, however, the sharp
decline in unemployment that occurred over the same period is also likely to have played a
role. The true effect of welfare reform cannot be determined without accounting for changes
in unemployment and other possible factors affecting single mothers’ choices.

A. Research Strategy

Our empirical analyses address two different questions. First, using regression analysis, we
ask the causal question: Other things staying the same, what is the effect of the welfare policy changes
brought by the state waivers and TANF on the probability that a single mother was on welfare? “Other
things” include the level of unemployment and wage rates in the woman'’s state of residence;
the generosity of that state’s welfare program; and the woman’s relevant demographic char-
acteristics (e.g., her education, her age, and the ages of her children). We conduct a similar
analysis of the probability that a single mother is employed.

Second, we use the behavioral parameters to simulate (a) the share of the actual aggregate changes
in welfare and work attributable to welfare reform, and (b) the share attributable to the economy.

B. Using Regression Analysis To Determine the Effect of TANF on Welfare Participation
and Work Participation

To identify the effects of welfare reform, we rely on three kinds of comparisons.

First, because our data span the 18-year period 1983-2000 and major waivers were not intro-
duced until 1992, we can compare the probability that a similarly situated woman would be
on welfare (or would work) in years with and without a waiver or with and without TANF.

Second, similarly situated women in the same year were exposed to different welfare reform
regimes, and that variation provides us with another basis of comparison. We take advantage
of the fact that the 50 states and the District of Columbia varied in their use and date of imple-
mentation of waivers and also in their date of implementation of TANF.

Third, we conduct separate regressions for sub-groups of women—who differ by their pro-
pensity to be on welfare—and compare their responses to welfare-policy changes and to
changes in the economy. Our comparison groups differ by education, by age, and by race.

The Variables. We use multiple regression analysis to analyze both welfare and employment
outcomes.
The dependent variables are:

* Whether or not a single mother received any public assistance income during the
previous calendar year; and

* Whether or not a single mother was employed during the March CPS reference week
(the last week before the date of the survey interview).
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Our choice of explanatory variables is intended to allow us to control for factors that would
affect the welfare or work participation of single mothers in a given year and in a given state.
The factors can be categorized as those that pertain to the individual’s personal demographic
characteristics and those that relate to the economic conditions and welfare policies in the
individual’s state of residence.

The explanatory variables are:

» Waiver and TANF. Both measured as indicator or dummy variables, which turn
on in a particular year for an individual woman when her state of residence
implemented a major statewide waiver or TANF. If the policy was in effect for a
full year the indicator gets a value of one. However, in the first year of imple-
mentation the policy typically was introduced during the year. In that case the
value of the indicator is the fraction of the year that the policy was in effect (the
indicator takes a value of zero in all years when no waiver or TANF is in effect) .

Unemployment. This factor is measured as a set of indicator variables denoting
whether the individual lived in a state in a particular year in which the unem-
ployment rate was (@) less than 4%, (b) 4-5%, (c) 5-6%, or (d) 6-7%, with 7% or
over as the omitted, or reference variable. We chose this specification to capture
the possible non-linear effects of changes in the unemployment rate. The data for
these variables were obtained from supplementary tabulations of CPS data that
measure the annual average unemployment in each state for each calendar year
for use in the welfare participation models and the average unemployment rate
in February and March for use with the employment participation models which
refer, as noted, to outcomes in March.

Wage Rates and Welfare Benefits. Wage variables are intended to capture changes
in the gain from work and from investments in work skills, and the maximum
welfare benefit for a family of three is a measure of changes in the generosity of
welfare benefits in each state and each year. The wage rate is estimated for work-
ers with a high school education or less and an additional variable measures the
ratio of the wage of college graduates to that of high school graduates.”®* Wage
and benefit variables are measured in constant dollars and in logarithmic form.

» Demographics. Among these variables are;

Age of mother, specified as a series of indicator variables (18-21, 22-25, 26—
29, 30-34, 35-39, with 40-44 as the reference variable).

Race of mother (with white non-Hispanic as the reference group and black
non-Hispanic, Hispanic, or other non-Hispanic as the categories).

Education of mother (high school graduate as the reference group, and
whether or not the mother was a high school dropout, had some college,
or graduated from college as the categories).

Other: the number of children under 18; the age of youngest child (three
categories—less than 7, 7-12, and age 13 or over—the last is the reference
category); whether the mother was never married; whether or not the
mother lived in the central city of an MSA or a non-MSA area, the refer-
ence group being residence in the ring—i.e., the suburbs and small towns
immediately surrounding the central city.
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Although we are able to control for a large number of factors that could affect the welfare or
work participation of single mothers, we could not readily measure some factors which also
might have an effect. Specific policies—increases in the value of the Earned Income Tax Credit,
subsidies for childcare, Medicaid coverage for those off welfare, the cultural or political envi-
ronment—can vary from state to state and over time. If they are correlated with our key vari-
ables of interest and are excluded from the analysis they could artificially enhance or obscure
the true effects of these variables. In an effort to handle this potential problem we have fol-
lowed standard practice and included (a) variables indicating the individual state of resi-
dence of each woman in each year, (b) a trend and trend squared variable, and (c) the interaction
of each state variable with the trend variables.

Regression Results. After controlling for the state of the labor market and the other relevant
variables, regression analyses enable us to estimate the impact of welfare reform on (a) the
likelihood that a single mother receives welfare, and (b) the likelihood that she works. Our
estimates—first for all single mothers by age group and then for education and racial sub-
groups—are summarized in Tables 1, 2 and 3.

Differences by Age Group. Among all single mothers ages 18-44, the implementation of TANF
had a powerful effect, reducing the probability of welfare participation by six and a half percent-
age points—an effect that is statistically significant as well as large in relative magnitude (Table 1).

Table 1: Estimated Impact of Welfare Reform on the Percentage of Single
Mothers Receiving Welfare and the Percentage Who Work

Ages 18-44 Ages 18-29 Ages 30-44
Percentage Point Change in Welfare
Participation Due to Implementation of:
Waiver -0.51 -3.46 ** 1.47
TANF -6.48 *** -12.94 *** -2.51 **
Average percent of single mothers
on welfare over the years 1982-1999 31.01 42.21 23.78
Percentage Point Change in Work
Participation Due to Implementation of:
Waiver 2.34 *** 2.38 2.04*
TANF 6.59 *** 8.14 *** 5.43 ***
Average percent of single mothers employed
in March of the years 1983-2000 60.10 47.89 68.00

Note: The percentage point changes in welfare and work participation are based on regression coefficients (multi-
plied by 100). Each set of coefficients is derived from a separate regression holding constant each woman’s age,
marital status, schooling, number of children, race, MSA residence, and state characteristics (AFDC benefit levels,
wage rates, unemployment rates) as well as state fixed effects, trend variables, and state and trend interactions. See
the text for a detailed explanation. The data are from micro data files of the March Current Population Survey,
1983-2000. Welfare participation is measured for the prior calendar year. The work participation rate is the percent
of single mothers employed in the week prior to the March CPS survey week.

*statistically significant at the 10% level.
**statistically significant at the 5% level.
***statistically significant at the 1% level.
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Exposure to a state waiver had a weaker effect, however, reducing the probability of being on
welfare by about half a percentage point. These effects are stronger among younger women.
The weak measured effect of the state waivers is partly due to the small portion of the popu-
lation that was initially affected by any waiver. Only about half of all single mothers lived in
a state that had implemented a waiver by 1996. Moreover, the waivers varied considerably in
their content—for example, less than half of those adopted included a time limit (Appendix
Table A-1).2* TANF, which was implemented nationwide under federal law, required a time
limit and a work requirement in all states. It is not surprising that the waivers, on the whole,
have a weaker measured effect on welfare participation than TANF.

As anticipated, we also find that the greatly improved state of the labor market had a large
and statistically significant effect on the welfare participation of single mothers. In a state
where the unemployment rate fell below four percent, the welfare participation of single moth-
ers living there was estimated to be six and a half percentage points lower than that of a
similarly situated single mother in a state with an unemployment rate above seven percent.

The welfare participation of younger single mothers (ages 18-29) is considerably more sensitive
to welfare policy than is the participation of older mothers (ages 30-44). Our estimates indicate
that TANF reduced the probability of being on welfare among younger mothers by almost 13
percentage points, compared to 2.5 percentage points for older mothers.”® The response of younger
mothers to waivers, although not nearly as large as it is to TANF, is nonetheless significant both
in size and in a statistical sense. The effect of declining unemployment on welfare participation
does not differ very much between older and younger single mothers.

Welfare policy had a similar effect on the work participation of single mothers as it did in
reducing welfare participation. TANF again has a larger impact on welfare reduction than
waivers, although the impact of waivers on the propensity to work is somewhat stronger
than it was regarding the propensity to be on welfare. Thus, for women ages 18-44, the
effect of waivers on welfare participation was weak and statistically insignificant while
waivers had a small but statistically significant effect on work, producing a 2.3 percentage
point increase in participation. TANF, however, has an equally strong effect on work as on
welfare, increasing work participation by 6.6 percentage points and reducing welfare par-
ticipation by 6.5 percentage points for all women ages 18-44. The effect of TANF on work
participation is greater among younger women ages 18-29 than it is for women 30-44, in-
creasing the employment rate of the younger group by 8.1 percentage points and that of the
older group by 5.4 percentage points.

The effect of the state’s unemployment rate also bears a strong and statistically significant
effect on work participation. Among all single mothers ages 18-44, living in a state with an
unemployment rate of less than four percent is associated with an increase in work participa-
tion of 5.6 percentage points relative to similar women in states with unemployment rates
exceeding seven percent.
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Differences by Education and Race. TANF had a large and statistically significant effect on
reducing the probability of welfare participation at all education levels (Table 2). However,
the effect is largest for college-educated women. This finding initially may appear to be incon-
sistent with Figure 5, which graphically depicts a larger decline in welfare participation among
high school dropouts since 1992. The graph, however, gives the aggregate picture of change
due to many causes. Moreover, as we noted in the conceptual discussion, it is possible that
educated women respond more quickly to policy changes because they are generally more
informed and adaptive. Waivers had a much smaller but still statistically significant effect in
reducing welfare participation among college-educated mothers. However, that effect was
insignificant (and in the wrong direction) among mothers with less education.

The effect of TANF on work participation is both large and statistically significant among
women at all levels of schooling, increasing the employment rate of high school dropouts by
6.3 percentage points, of high school graduates by 5.6 percentage points, and of those with
some college by 7.6 percentage points.

Table 2: Differences by Education in the Estimated Impact of Welfare Reform on the Percentage
of Single Mothers Receiving Welfare and the Percentage Who Work

High School High School One Year of
Dropout Graduate College or More

Percentage Point Change in Welfare Participation
Due to Implementation of:
Waiver 1.06 0.20 -2.49 **
TANF -5.50 ** -5.23 *** -9.09 ***
Average percent of single mothers
on welfare over the years 1982-1999 52.08 28.77 17.59
Percentage Point Change in Work Participation
Due to Implementation of:
Waiver 0.64 0.98 4.45 ***
TANF 6.25 ** 5.58 *** 7.62 ***
Average percent of single mothers employed
in March of the years 1983-2000 34.38 63.28 75.99

Note: The percentage point changes in welfare and work participation are based on regression coefficients (multi-
plied by 100). Each set of coefficients is derived from a separate regression holding constant each woman'’s age,
marital status, schooling, number of children, race, MSA residence, and state characteristics (AFDC benefit levels,
wage rates, unemployment rates) as well as state fixed effects, trend variables, and state and trend interactions. See
the text for a detailed explanation. The data are from micro data files of the March Current Population Survey,
1983-2000. Welfare participation is measured for the prior calendar year. The work participation rate is the percent
of single mothers employed in the week prior to the March CPS survey week.

*statistically significant at the 10% level.
**statistically significant at the 5% level.
***statistically significant at the 1% level.
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Comparing the results by race and Hispanic origin (Table 3), we find that black single moth-
ers experience the strongest effect of TANF on both the probability of welfare and the prob-
ability of work participation. TANF is associated with a very large and statistically significant
reduction in welfare (8.4 percentage points) and an equally large 8.7 percentage point increase
in work among black single mothers. TANF is also shown to have a strong effect on both the
welfare and work participation of white non-Hispanic mothers. However, the response of
Hispanic mothers to TANF appears to be much weaker than that of either black or white
mothers. The low response of Hispanics is particularly surprising in view of the sharp restric-
tions placed by PRWORA on the eligibility of immigrants for TANF benefits, since Hispanics
have a higher proportion of immigrants than other groups.

Table 3: Differences by Race/Ethnicity in the Estimated Impact of Welfare Reform on the
Percentage of Single Mothers Receiving Welfare and the Percentage Who Work

White, Black, Hispanic
Non-Hispanic Non-Hispanic

Percentage Point Change in Welfare
Participation Due to Implementation of:

Waiver -0.81 -1.78 2.46
TANF -6.71 *** -8.37 *** -5.00 *
Average percent of single mothers on

welfare over the years 1982-1999 23.10 39.66 39.82

Percentage Point Change in Work
Participation Due to Implementation of:

Waiver 3.80 *** 0.94 -0.25
TANF 6.50 *** 8.65 *** 475*
Average percent of single mothers employed

in March of the years 1983-2000 68.73 52.56 48.46

Note: The percentage point changes in welfare and work participation are based on regression coefficients (multi-
plied by 100). Each set of coefficients is derived from a separate regression holding constant each woman'’s age,
marital status, schooling, number of children, race, MSA residence, and state characteristics (AFDC benefit levels,
wage rates, unemployment rates) as well as state fixed effects, trend variables, and state and trend interactions. See
the text for a detailed explanation. The data are from micro data files of the March Current Population Survey, 1983—
2000. Welfare participation is measured for the prior calendar year. The work participation rate is the percent of
single mothers employed in the week prior to the March CPS survey week.

*statistically significant at the 10% level.
**statistically significant at the 5% level.
***statistically significant at the 1% level.
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C. Welfare Reform Is Responsible for Over Half of the Decline in Welfare Participation
Since 1996, and Over 60 Percent of the Rise in Work Participation

Our regression results simulate the contributions of both welfare reform and the economy—
as measured by the decline in unemployment—to the actual aggregate changes in the welfare
and work participation of single mothers during the 1990s. We have made separate estimates
for the pre-TANF period, when the state waivers came into effect (1992-1996), and for the
period when TANF was implemented (1996-1999).1 Our estimates are shown in Tables 4, 5,
and 6 (see pages 22-24).

The relative contribution of welfare reform is presented as a ratio of the predicted change
induced by welfare reform (or the economy) to the actual total change in welfare (or work)
participation. For example, the procedure for estimating the contribution of welfare reform to
the decline in welfare participation during the waiver period first measures the change in the
proportion of mothers exposed to a waiver, then multiplies that change by the general effect
of waivers on welfare participation derived from the regressions (the coefficients shown in
Table 1). That product is the predicted change in welfare participation attributable to waivers.
To obtain the contribution of waivers, we express that predicted change as a percentage of the
actual change in welfare participation. The contribution of TANF to the decline in welfare
participation was estimated following the same procedure, but with the data relevant to TANF.

The inferred relative contributions vary in exact magnitude, depending on the population
group. However, there are some clear patterns:

» Welfare reform contributed the lion’s share to the decline in the welfare rolls during
the post-TANF period, accounting for almost half of the 11 percentage point decline
in welfare participation among single mothers. Declining unemployment accounted
for less than 20 percent of the welfare decline (Table 4).

» Welfare reform brought by waivers contributed less than economic factors to the
decline in welfare participation in the pre-TANF period. While the decline in unem-
ployment accounted for 30 percent of the decline in welfare participation in that pe-
riod, the implementation of waivers accounted for only 12 percent.?’

» Welfare reform accounted for an even larger share of the rise in work participation
among single mothers during the post-TANF period (more than 60 percent) while,
again, less than 20 percent could be attributed to declining unemployment. The contri-
bution of declining unemployment to work participation was higher (35 percent) in the
waiver period. During this period, welfare reform contributed 22 percent to the rise.

» Welfare reform explains a much larger share of the decline in welfare participation
among young single mothers than it does among older mothers. During the post-
TANF period, welfare policy is estimated to account for more than 70 percent of the
decline in welfare among younger mothers ages 18-29, compared to 29 percentamong
mothers ages 30-44. In both the waiver and TANF periods, the economy plays a
relatively more important role among older mothers compared to younger ones.

» Welfare reform accounts for an equally important share (one-half) of the decline in
welfare participation among blacks, whites and Hispanics in the TANF period (Table
6). But reform accounts for an especially large share (83%) of the rise in employment
among black single mothers.
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« In the TANF period, the contribution of falling unemployment to the decline in wel-
fare participation is below 20 percent for all population sub-groups but one. The
exception is older single mothers, for whom the contribution is only slightly higher
(26 percent).

« Patterns in the rise in work participation mirror patterns in the decline in welfare
participation. During the waiver period, declining unemployment contributes some-
what more to the rise in work participation than it does to the reduction in welfare
participation. During the TANF period, however, the decline in unemployment plays
aminor role in increasing work participation. Thus, among all single mothers 18-44,
welfare reform explains 62 percent of the rise in employment participation; falling
unemployment explains only 17 percent (Table 4). Among black single mothers the
welfare policy share rises to 83 percent in the TANF period, while declining unem-
ployment accounts for only 21 percent.

Table 4: The Contribution of Welfare Reform and the Decline in Unemployment to the
Decline in Welfare Participation and the Increase in Work Participation of Single Mothers
by Age Group

Waiver Period (1992-1996) v TANF Period (1996-1999) 2
Ages Ages Ages Ages Ages  Ages
18-44 18-29 30-44 18-44 18-29  30-44
Actual Change in Welfare
Participation (in percentage points) ¥ -7.8 -12.0 -4.4 -11.3  -135 -10.3
Inferred share of the change in
welfare participation contributed by: 4
(1) Welfare reform policy 115% 25.7% -10.1% 49.2% 72.5% 29.0%
(2) Decline in unemployment 29.7% 24.1%  44.5% 17.2% 16.0% 25.5%
Actual Change in Work
Participation (in percentage points) ® 8.1 135 4.1 7.7 8.5 7.4
Inferred share of the change in
work participation contributed by: ¥
(1) Welfare reform policy 22.0% 15.1%  37.0% 61.7% 71.2% 52.3%
(2) Decline in unemployment 35.0% 25.4% 61.4% 174% 16.8% 18.3%

Note: The contribution of welfare reform and unemployment to changes in work and welfare participation
generally do not sum to 100 percent because many other factors also contribute to the outcomes and they are not
shown in the table. If the net effect of those other factors is positive, welfare and unemployment will sum to less
than 100 percent, but if the net effect is negative thay will sum to more than 100 percent.

Y The waiver period is March 1993-March 1997 for work participation.

2The TANF period is March 1997-March 2000 for work participation.

®The welfare participation rate is the percentage of single mothers in the relevant age group who received welfare
in the stated year.

4 The contributions of waiver, TANF, and the decline in unemployment are estimated based on the relevant
regression coefficients and the changes in the proportion of women exposed to the variable. See the text for an
explanation.

% The work participation rate is the percent age of single mothers in the relevant age group who were employed in
the week prior to the March CPS Survey.
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Table 5: The Contribution of Welfare Reform and the Decline in Unemployment to the
Decline in Welfare Participation and the Increase in Work Participation of Single Mothers
by Education

Waiver Period (1992-1996) ¥ TANF Period (1996-1999) 2

High High One Year High High One Year
School School of College  School School of College
Dropout Graduate or More Dropout Graduate or More

Actual Change in Welfare

Participation (in percentage points) ¥ -11.3 -8.5 -2.2 -15.1 -10.6 -9.2

Inferred share of the change in

welfare participation contributed by:

(1) Welfare reform policy 0.1% 5.5% 96.0% 36.5% 45.2% 75.0%

(2) Decline in unemployment 23.7% 33.0% 62.3% 19.5% 17.0% 14.7%

Actual Change in Work

Participation (in percentage points) ® 7.5 8.3 4.9 13.3 6.3 4.7

Inferred share of the change in

work participation contributed by: 4

(1) Welfare reform policy 11.9% 12.7% 61.1% 40.1% 71.2% 96.9%

(2) Decline in unemployment 34.7% 42.5% 43.1% 16.0% 35.3% -1.2%

Note: The contribution of welfare reform and unemployment to changes in work and welfare participation generally
do not sum to 100 percent because many other factors also contribute to the outcomes and they are not shown in the
table. If the net effect of those other factors is positive, welfare and unemployment will sum to less than 100 percent,
but if the net effect is negative thay will sum to more than 100 percent.

Y The waiver period is March 1993-March 1997 for employment participation.

2The TANF period is March 1997-March 2000 for employment participation.

3 The welfare participation rate is the percentage of single mothers in the relevant age group who received welfare in
the stated year.

4 The contributions of waiver, TANF, and the decline in unemployment are estimated based on the relevant regres-
sion coefficients and the changes in the proportion of women exposed to the variable. See the text for an explana-
tion.

® The employment participation rate is the percentage of single mothers in the relevant age group who were
employed in the week prior to the March CPS Survey.
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Table 6: The Contribution of Welfare Reform and the Decline in Unemployment to the
Decline in Welfare Participation and the Increase in Work Participation of Single Mothers
by Race

Waiver Period (1992-1996) TANF Period (1996-1999) ?
White, Black, Hispanic White, Black, Hispanic
Non- Non- Non- Non-
Hispanic Hispanic Hispanic Hispanic
Actual Change in Welfare
Participation (in percentage points) ¥ -6.5 -9.7 -8.9 -10.2 -12.8 -13.3
Inferred share of the change in
welfare participation contributed by: ¥
(1) Welfare reform policy 17.6% 16.3% -9.3% 54.7% 525%  44.7%
(2) Decline in unemployment 33.9% 29.4% 22.3% 14.6% 12.7%  18.9%
Actual Change in Work
Participation (in percentage points) ® 7.6 9.6 7.6 6.0 8.9 11.0
Inferred share of the change in work
participation contributed by: 9
(1) Welfare reform policy 34.4% 13.0% 3.6% 63.8% 82.9% 41.0%
(2) Decline in unemployment 31.8% 35.7% 38.3% 9.9% 20.5%  18.5%

Note: The contribution of welfare reform and unemployment to changes in work and welfare participation
generally do not sum to 100 percent because many other factors also contribute to the outcomes and they are not
shown in the table. If the net effect of those other factors is positive, welfare and unemployment will sum to less
than 100 percent, but if the net effect is negative thay will sum to more than 100 percent.

Y The waiver period is March 1993-March 1997 for employment participation.

2The TANF period is March 1997-March 2000 for employment participation.

3 The welfare participation rate is the percentage of single mothers in the relevant age group who received welfare
in the stated year.

4 The contributions of waiver, TANF, and the decline in unemployment are estimated based on the relevant
regression coefficients and the changes in the proportion of women exposed to the variable. See the text for an
explanation.

® The employment participation rate is the percentage of single mothers in the relevant age group who were
employed in the week prior to the March CPS Survey.
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CONCLUSION

The welfare reforms of the 1990s have altered the work and welfare behavior of single moth-
ers. While some of the decline in welfare numbers is, indeed, attributable to the booming
economy, welfare reform has been a more important factor—accounting for one-half or more
of the changes.

The policy changes have also been successful in reducing welfare and increasing work among
disadvantaged women. Contrary to the fears of critics that they would be left behind, in many
instances they have made the largest changes. As detailed in Appendix C, the single mothers
who are currently on welfare are still less advantaged than other women, although they are
no more or less so than they were before welfare reform.®®* However, the number of women on
welfare is now much smaller than it was.

Will the gains that have been made be sustained? There are two kinds of risks. One concerns
the economy; the other, politics. An economic downturn is bound to occur at some time; in-
deed, it may be occurring as this research is released. Using the results of our statistical model,
we estimate that a downturn in the economy that increased unemployment to the level of
1993 would increase the welfare participation rate of single mothers by five percentage points.
That higher rate is still considerably lower, by 15 percentage points, than the welfare partici-
pation rate that actually prevailed in 1993. However, that estimate assumes, among other
things, that PRWORA will not be weakened by legislation and that states will continue to
implement policy as strictly as today.

Of course, political outcomes are no more predictable than the economy. If the PRWORA
reauthorization chips away at the time limits and weakens work requirements, welfare par-
ticipation could mount once again.

We have reason to be optimistic, however. The combination of welfare reform and a tight
labor market has enabled a very large number of single mothers to gain work experience.
Earnings rise with work experience and this relation is as true for former welfare recipients as
it is for others. As experience and earnings rise, the less likely a woman is to slide back to
welfare. The changes will be reinforced if the new generations of young women postpone
childbirth and stay in school longer. If these long-term changes do occur in the next few years,
then it can truly be said that welfare reform will have significantly reduced poverty in America.
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APPENDIX A

Table A-1: AFDC/Waiver Policies Implemented in States

% Decline in Any Major Whether State implemented a particular waiver:

Caseload Waiver (Date  Any Time Medium or Tough Family Strict Work
1993-1996 Implemented) Limit High Sanction Cap v Exemption ?

State

Alabama -17.8

Alaska 1.7

Arizona -9.4 11/95 X X

Arkansas -14.7 7/94 X

California 4.3 12792 X

Colorado -16.7

Connecticut 14 1/96 X X

DC 3.6

Delaware -8.8 10/95 X

Florida -16.5

Georgia -1.7 1/94 X

Hawaii 20.2 2/97 X X

Idaho 13.9

Illinois -3.1 11/93 X X X

Indiana -27.5 5/95 X X

lowa -10.6 10/93 X X X

Kansas -16.9

Kentucky -13.3

Louisiana -21.6

Maine -14.2

Maryland -7.6 3796 X

Massachusetts -22.7 11/95 X X

Michigan -22.5 10/92 X X

Minnesota -9.0

Mississippi -20.1 10/95 X

Missouri -8.0 6795

Montana -7.7 2/96

Nebraska -15.0 10/95 X X

Nevada 13.8

New Hampshire -13.6

New Jersey -11.0 10/92 X

New Mexico 8.3

New York -0.3

North Carolina -13.5 7/96 X X

North Dakota -24.6

Ohio -19.9 7/96 X

Oklahoma -20.0

Oregon -21.6 2/93 X X X

Pennsylvania -7.4

Rhode Island -4.5

South Carolina -14.1

South Dakota -16.7 6/94

Tennessee -8.2 9/96 X X X

Texas -8.5 6/96 X

Utah -19.6 1/93 X X

Vermont -9.0 7/94 X

Virginia -11.9 7/95 X X

Washington -2.4 1/96 X

West Virginia -11.6 2/96 X

Wisconsin -24.9 1/96 X

Wyoming -27.7

1) A tough family cap eliminates all benefits to additional children conceived while on welfare. Some states adopted a
milder cap that reduces but does not eliminate benefits to additional children.
2) A strict work exemption exempts only those with a child 6 months of age or under.
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Table A-2: TANF Policies Implemented Between 1996 and 1998 by State

% Decline Date TANF Whether State implemented a particular policy:

in Caseload Implemented Tough Time Medium or Tough Family Strict Work

1996-1998 Limit v High Sanction Cap? Exemption
State
Alabama -43.9 11/96 X
Alaska -17.1 7/97
Arizona -36.6 10/96 X X
Arkansas -39.2 7797 X X X X
California -21.1 1/98 X X
Colorado -40.1 7/97 X
Connecticut -18.8 10/96 X X
Delaware -26.9 3797 X X X X
DC -17.1 3797
Florida -47.6 10/96 X X X
Georgia -40.0 1/97 X X X X
Hawaii -22.7 17/97 X
ldaho -78.9 17/97 X X X X
Illinois -23.7 7/97 X X X
Indiana -25.0 10/96 X X
lowa -23.2 1797 X X
Kansas -44.6 10/96 X
Kentucky -26.7 10/96 X
Louisiana -32.2 1797 X X
Maine -25.4 11/96
Maryland -35.8 12/96 X
Massachusetts -24.9 9/96 X X X X
Michigan -30.5 9/96 X X
Minnesota -16.8 7/97
Mississippi -50.8 7/97 X X
Missouri -27.3 12/96
Montana -32.4 2/97 X
Nebraska -5.6 12/96 X X X X
Nevada -29.7 12/96 X X
New Hampshire -33.7 10/96
New Jersey -30.3 7/97 X X X
New Mexico -36.9 /97 X
New York -22.0 11797
North Carolina -32.5 1/97 X X
North Dakota -32.7 7/97 X X X
Ohio -32.1 10/96 X X
Oklahoma -37.9 10/96 X
Oregon -43.4 10/96 X X X
Pennsylvania -29.1 3/97 X
Rhode Island -94 5/97
South Carolina -44.8 10/96 X X
South Dakota -35.0 12/96 X X
Tennessee -42.3 10/96 X X X X
Texas -43.1 11/96 X
Utah -27.0 10/96 X X X
Vermont -18.7 9/96 X
Virginia -34.2 2/97 X X X
Washington -21.3 1797
West Virginia -52.5 1/97 X
Wisconsin -75.7 9/97 X X X
Wyoming -74.5 1797 X X

1) A tough time limit is shorter than 60 months in total or shorter within a fixed interval.

2) A tough family cap eliminates all benefits to additional children conceived while on welfare. Some states adopted a milder
cap that reduces but does not eliminate benefits to additional children.

3) A strict work exemption exempts only those with a child 6 months of age or under.
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APPENDIX B:
DATA ISSUES: CASELOAD DATA VERSUS THE CPS

In this study we use the Current Population Survey (CPS) as our primary data source. Other
studies have relied on state administrative data based on records of the welfare caseload.
How do these different sources compare? We find that trends in the number of single mothers
receiving welfare benefits are similar under different definitions and data sources. Figure B-1
displays these trends for the entire Basic family caseload and for the subset of Basic cases after
the “child-only” cases have been subtracted. (The Basic caseload includes families with a de-
ceased, disabled or absent father and child-only cases; the only group excluded is two-parent
families with an able-bodied but unemployed father present.) Both series are caseload data
from the administrative records of the individual states. The child-only cases refer to those in
which only a child or children are receiving benefits, and such cases are exempt from the
federal regulations concerning work requirements or time limits. Child-only cases can be cre-
ated when a parent is present but does not qualify for TANF benefits because of alien status,
a sanction, or receipt of SSI benefits. In other child-only cases the parent is not present and the
child is under the care of a grandparent or other adult. The number of child-only cases in-
creased throughout the 1990s and in 1999 accounted for about 30 percent of the Basic caseload.

Figure B-1 also compares the two series of caseload data with the estimated number of single
mothers on welfare, ages 18-44, as counted in the March CPS. Although the patterns are quite
similar, the caseload data indicate a larger count of female family heads on welfare than the
CPS, even when the comparison is with the series omitting the child-only cases (which is not
only closer for the CPS data but also more nearly parallel). In part this is because the caseload
data include a wider range of ages of family heads than the 18-44-year-olds in the CPS data
included in Figure 7. It is also possible that the caseload data double count some beneficiaries
who have moved from one state to another or who may have gone off and then gone back on
welfare within a month in the same state. On the other hand the CPS is believed to undercount
welfare recipients, particularly those who were on welfare for a short time during the year.?
We use CPS data for most of the analysis in this report because it contains information about
both the general population and the welfare population and because it provides the necessary
detail on the characteristics of each individual.
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Figure B-1: Trends in the Number of Female Family Heads Receiving Welfare Are
Similar Under Different Definitions and Data Sources

(Numbers in thousands)
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Source: Caseload data from the U.S. Department of Health and Human Services, Administration for Children and Families (ACF); Number
of single mothers on welfare estimated from micro data file, U.S. Bureau of the Census, March Current Population Survey (CPS).
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APPENDIX C:
COMPARING THE CHARACTERISTICS
OF WELFARE RECIPIENTS AND OTHER WOMEN

The demographic characteristics of single mothers on welfare are very different from those
of other women ages 18-44 or even of other mothers. They tend to be younger and they
have much less education. In 2000, 36 percent of single mothers on welfare were high school
dropouts compared to 13 percent of all women ages 18-44, 11 percent of married mothers,
and 16 percent of single mothers not on welfare. Only 2 percent of the welfare recipients
were college graduates compared to 24 percent of all women 18-44, 26 percent of married
women, and 11 percent of single mothers not on welfare. Welfare recipients also differ strik-
ingly by race from other women. In 2000, only 34 percent of welfare recipients were white
non-Hispanic compared to 67 percent of all women 18-44, 72 percent of married women,
and 52 percent of single mothers not on welfare. Black non-Hispanic women made up 41
percent of the welfare population but only 14 percent of all women 18-44, 8 percent of mar-
ried women, and 30 percent of single mothers not on welfare. Hispanic women 18-44 have
increased sharply in the population—from 8.4 percent in 1988 to 13 percent in 1999—and
comprise an ever larger share of the welfare population, having reached 22 percent in 1999.
Single mothers on welfare have more children and younger children than either married
mothers or single mothers who are not on welfare. These and similar data are presented in
detail for the years 1988, 1994, 1997 and 2000 in Tables C-1 and C-2. It is notable, however,
that the difference in characteristics between welfare mothers and other single mothers did
not change during the period of welfare reform.
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Table C-1: Characteristics of All Women and Women with Children Under 18, Ages 18-44, by Marital
Status, Before and After Welfare Policy Changes

All Women All Single Mothers Married Mothers

1988 1994 1997 2000 1988 1994 1997 2000 1988 1994 1997 2000
Age (percentage)
18-29 459 41.3 40.3 40.9 412 388 373 388 28.8 240 212 209
30-34 54.2 58.7 59.7 59.1 58.8 61.2 628 61.2 713 76.0 788 79.1
Schooling (percentage)
<High School 14.8 13.7 13.2 13.3 27.0 239 214 199 135 119 116 111
High School 37.8 329 32.2 30.7 42,7 384 389 393 435 355 345 325
Some College 28.6 329 32.2 324 221 301 316 313 24.3 30.3 294 300
College Graduate 18.9 20.6 224 23.6 82 76 81 96 18.7 222 245 264
Race (percentage)
Black, Non-Hispanic 12.8 13.7 13.9 14.2 341 340 327 319 7.7 7.1 7.5 7.8
White, Non-Hispanic 75.4 715 69.5 67.4 51.7 49.7 499 491 79.6 771 748 719
Hispanic 8.4 10.7 11.6 13.0 120 137 146 156 8.9 11.3 127 149
Other 3.4 4.2 5.1 5.4 23 27 29 34 3.9 4.5 5.1 5.4
Age of Youngest Child *
(percentage)
<6 42.4 44.6 44.8 43.7 55.0 56.5 56.7 483 43.1 442 448  46.1
7-12 29.7 30.7 304 31.9 28.1 288 28.7 336 31.6 327 326 331
>13 28.0 24.8 24.8 244 17.0 146 145 181 25.3 231 226 209
Number of Children 1.2 1.2 1.2 11 18 18 18 17 2.0 2.0 2.0 2.0
Percent employed
last year 78.2 775 78.6 79.9 68.0 68.7 75.7 83.0 72.1 738 744 746
Percent employed in
March survey week 67.8 68.1 70.7 715 576 58.1 65.7 734 62.0 654 681 675
Percent on Welfare 5.8 7.8 5.9 3.2 329 351 26.7 154 1.9 2.9 2.2 1.3

Last Year

Total Number
(weighted in thousands) 52,532 54,849 54,836 55,134 7,228 8,762 8,753 8,304 22,127 22,375 21,963 21,188

Sample Size 33,769 31,514 27,043 26,510 4,597 4,901 4,243 3,971 14,578 13,347 11,142 10,634

* For families with at least one child.
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Table C-2: Characteristics of Single Mothers, Ages 18-44, by Their Welfare Status,
Before and After Welfare Policy Changes

Single mothers who were Single mothers who were not
welfare recipients welfare recipients

1988 1994 1997 2000 1988 1994 1997 2000
Age (percentage)
18-29 54.3 52.9 49.6 55.7 34.7 31.2 327 357
30-44 45.7 47.1 50.4 44.3 65.3 68.8 67.3 643
Schooling (percentage)
<High School 46.0 38.3 37.9 41.6 17.7 16.1 154 16.0
High School 39.5 37.6 36.0 36.2 44.2 38.8 399 3938
Some College 13.4 22.3 24.0 20.2 26.4 34.3 343 333
College Graduate 1.1 1.8 2.1 2.0 11.7 10.8 10.3 10.9
Race (percentage)
Black, Non-Hispanic 44.7 429 39.8 40.9 28.9 29.1 30.1 303
White, Non-Hispanic 36.4 37.8 38.6 33.6 59.1 56.1 54.0 51.9
Hispanic 16.6 16.5 18.9 217 9.7 12.2 13.0 145
Other 2.2 2.8 2.7 3.9 2.3 2.6 2.9 33
Age of Youngest Child * (percentage)
<6 715 72.2 70.3 69.9 46.9 48.1 51.8 442
7-12 20.8 217 215 21.6 31.6 32.7 314 359
>13 7.8 6.1 8.2 8.5 215 19.3 16.8 199
Number of Children 2.2 2.1 2.1 21 1.6 1.6 1.6 1.7
Percent employed last year 34.3 37.0 45.9 60.0 84.6 85.9 86.7 87.2
Percent employed in
March survey week 19.1 22.7 34.9 43.3 76.5 77.3 77.0 789
Total Number (weighted in thousands) 2,380 3,078 2,341 1,280 4848 5,684 6,413 7,024
Sample Size 1,498 1,732 1,154 622 3,099 3,169 3,089 3,349
* For families with at least one child.
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NoOTES
1 Pollitt, Katha, 1996, “What We Know,” The New Republic (August).

2 Although a number of studies have tried to measure the separate effects of policy changes
and the economy on the decline in the welfare caseload during the 1990s, most of those
studies have focused on the pre-TANF period of state waivers primarily because the data
pertaining to TANF were not yet available. A few have included the initial period of TANF
(for example, the report by the Council of Economic Advisers, The Effects of Welfare Policy
and the Economic Expansion on Welfare Caseloads: An Update, Technical Report, August 3, 1999
and Robert F. Schoeni and Rebecca M. Blank, 2000, “What Has Welfare Reform Accomplished?
Impacts on Welfare Participation, Employment, Incomes, Poverty and Family Structure,” NBER
Working Paper 7627). Most of the studies deal exclusively with explaining the decline in
welfare. The Schoeni and Blank paper is one of very few that has examined changes in work
participation. The various studies typically use either caseload data or data aggregated on a
state level and therefore cannot adjust very well for changes in the demographic character-
istics of the population. Hill and O’Neill utilize micro data on individual single mothers
from the Current Population Survey (CPS) which allow for more detailed and precise ad-
justment for demographic changes. In addition the analysis is extended to 2000 and there-
fore includes more years in the post-TANF period. Prior studies are summarized by Rebecca
Blank in “Declining Caseloads/Increased Work: What Can We Conclude About the Effects
of Welfare Reform?” forthcoming in a special conference volume of the Federal Reserve
Bank of New York’s Economic Policy Review.

3 See Frank Levy, 1979, “The Labor Supply of Female Heads, or AFDC Work Incentives
Don’t Work Too Well,” Journal of Human Resources 14 (Winter); and Robert Moffitt, 1992,
“Incentive Effects of the U.S. Welfare System: A Review,” Journal of Economic Literature 30
(March): 1-61.

4 See O’Neill, June, 1990, Work and Welfare in Massachusetts: An Evaluation of the ET Pro-
gram, (Boston: Pioneer Institute for Public Policy Research); and Janice Peskin, J. Topogna,
and D. Marcotte, 1992, “How the Economy Affects AFDC Caseloads,” (paper presented at the
annual meetings of APPAM, Denver, October); and Janice Peskin, 1993, “Forecasting AFDC
Caseloads, with an Emphasis on Economic Factors,” Congressional Budget Office Staff Memo-
randum, July.

5 Among the many empirical studies reaching this conclusion are: June O’Neill, Laurie J. Bassi,
and Douglas A. Wolf, 1987, “The Duration of Welfare Spells,” Review of Economics and Sta-
tistics 69: 241-249; and Rebecca Blank, 1989, “Analyzing the Length of Welfare Spells,” Jour-
nal of Public Economics 39, 3 (August): 245-273; and David T. Ellwood, 1986, “Targeting ‘Would
be’ Long-Term Recipients of AFDC,” Mathematica Policy Research.

6 Data tabulated by the authors from the National Longitudinal Survey of Youth, 1979 cohort
(NLSY79), show large differences between disadvantaged and other women in the likelihood
of going on welfare and large differences in the total number of years on the welfare rolls
accumulated by those who had ever been on welfare. Among current and former welfare
recipients ages 33-37 in 1994, high school graduates had spent an average of 5.5 years on
welfare over their lifetimes. But among high school dropouts the average was 7.8 years and
among those who had never married it was 8.3 years. One-third of high school dropouts and
38 percent of never-married mothers were on welfare for more than 10 years compared to 18
percent of high school graduates. Also see the studies cited in note 4 above.

July 2001 Civic Report

33



34

7 Changes in percentages can be measured in absolute terms—i.e., as percentage point changes,
or as percent changes. We use percentage point changes to describe the shifts in welfare and
work participation. However, comparisons of percent changes can give a different ranking
than percentage point changes.

8 Jeff Grogger makes this point. See his “Time Limits and Welfare Use,” National Bureau of
Economic Research Working Paper 7709, Cambridge, MA: NBER, 2000.

9 A family cap refers to a state policy to determine the family’s welfare benefit based on the
number of children born or conceived before the family went on welfare. States without a
family cap generally provide an additional child benefit at the birth of a child even if the child
was conceived while the mother was on welfare. With a family cap the family’s welfare ben-
efit is not increased (or in some states with a partial cap, it is partially increased) when a child
is born after the mother has been on welfare for 10 months or more. New Jersey enacted a full
family cap under a state waiver in 1992. Appendix A lists the states that have implemented a
family cap.

10 Note that the measure of work participation in Figure 2 referred to the question asked in
the March CPS concerning whether the person had worked at all in the prior calendar year. It is
used there because it is juxtaposed against welfare participation which also refers to the prior
calendar year. However, although Figures 8-12 also show work participation, they refer to
current participation which is reported for the last week before the date of the March CPS
survey interview. Thus, while the most recent data for welfare and work participation in the
prior calendar year are for 1999, the data on work participation last week are available for
March 2000.

11 The percentage of married mothers on welfare is trivial and previously married mothers
are much less likely to go on welfare than never-married mothers.

12 The work participation of single mothers who are not on welfare is higher than that of all
single mothers, a group which includes mothers still on welfare. For example, among single
mothers, ages 18-44, who were high school dropouts and received no welfare in 1999, 74
percent worked at some point during the year and 61 percent worked 26 weeks or more.
However, panel data are needed to measure directly the percentage of former welfare recipi-
ents who work. Data from the NLSY79 show that among those women who were on welfare
in 1994 and were off welfare by 1998, 75 percent were working in the 1998 survey week. The
percent employed was somewhat lower among recent leavers—those who left in 1997 or 1998
(69 percent). (If they left in 1995 and stayed off through 1998 their work participation was
higher—385 percent.) High school dropouts had lower but still impressive employment rates.
Of those who were on welfare in 1994 and off by 1998, 64 percent were employed in 1998 and
among recent leavers the percentage was almost the same (63 percent). These panel data refer
to women ages 29-37 in 1994 and 33-41 in 1998.

13 For each state and in each year the wage rate was estimated from annual CPS data, as a
weighted average of the full-time weekly wages of high school graduates and of workers with
less than a high school education, ages 18 to 45.

14 We investigated the effect of specifying the particular state waivers by redefining and ex-
panding the waiver variable in the regression analysis to identify waivers with time limits
and waivers without limits. Waivers with time limits have a clear negative effect on welfare
participation, although the result is not quite statistically significant at standard levels.



15 The response of the older single mothers to waivers actually had a positive sign (meaning
that it increased welfare participation) though it was statistically insignificant. It is possible
for waivers to increase welfare participation if the waiver had features that attracted welfare
recipients such as providing substantial disregards for earnings in determining welfare ben-
efits.

16 The years 1996 and 1997 were transition years for TANF. Our analysis assumes that a state
waiver continued until the month TANF was implemented, which did not occur in some
states until late 1997 (or early 1998 in the case of California). The contribution of welfare re-
form shown in Tables 4-6 is the sum of the contribution of TANF and waivers in each period.

17 The single exception to the pattern of a weaker role for welfare reform in the waiver period
is for college-educated mothers for whom reform in the waiver period is estimated to account
for 96 percent of the decline in participation (Table 5). However, this observation may be a
statistical anomaly, the result of a larger-than-average regression coefficient for the waiver
variable and only a 2.2 percentage point decline in welfare participation during the waiver
period.

18 In a recent paper Robert A. Moffitt and David Stevens use a different technique to examine
whether the caseload has become disproportionately disadvantaged during the PRWORA
period and conclude that no change has occurred except for a decrease in never-married women,
a group that is typically more disadvantaged. See Changing Caseloads: Macro Influences and
Micro Composition, a paper presented at the conference “Welfare Reform Four Years Later:
Progress and Prospects,” Nov. 17, 2000.

19 See Karen Goudreau, Howard Oberheu, and Vaughn Denton, 1984, “An Assessment of the
Quiality of Survey Reports of Income from the Aid to Families with Dependent Children (AFDC)
Program,”_ Journal of Business & Economic Statistics, 2, 2 (April); and Dave O’Neill and June
O’Neill, 1997, Lessons for Welfare Reform: An Analysis of the AFDC Caseload and Past Wel-
fare-to-Work Program, (Kalamazoo, MI: W.E. Upjohn Institute for Employment Research).
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