TALKING POINTS -- CEA STUDY
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L. Flns study is [urther proof that welfare rcfolm works. Now we know: I‘If&mmree:tﬂ the
record drop in welfare ¢; lselmds isn t just the economy, stupid. It’s welfare reform as well.

2. The welfare retorm measures we began over the last 4 years are having a real impact, even
hefore the new law was signed. The top 10 states in caseload reduction all received waivers from
this Administration, and the acknowledgeid ieaders in welfare reform have seen the most
dramatic reductions -- Wisconsin (499%), Qregon (43%), Indiana (42%).-

' [Others: WV-43, OK-40, TN-39, MI-38. MA-37, ND-37, 5C-36]

This evidence suggesis that there is more good news to come. We granted 80 waivers to 43
states. Most of these waivers took effect in 95 & 96, and not every stale waiver was statewide.
Moreover, in many states, the work requirements and time limits did not take effect in this
period. 1f we saw these results with only some of the states puqhind full-scale reforms, we
should expect continued reductions under the new law, which requires all 50 states to do
ew,rythmg n thelr POWEL. Lo s M fon L0

4. The magnitude of the caseload lep is stunning. 2.8m over 4 yrs, from 14.1 to 11.35. That’s
20% drop, a record. _

-- Wellare caseloads dropped as much in {ast 4 yrs as they increased in first 25 yrs of the
AFDC program, from 1935 to 1960.

-- It’s across the board -~ 47 states even major cities (eg lewctukee M NYT on'Wed.).

-- States now have almost 259 ’o more § to spend on WR than before law was passed.

) ' =~ Votm preg vete -4 ya,
1o . ‘ .
S. Budget agmt gives us new resources to do even more: | _ DLw boAL ek - 17 g

$2 billion for WTW
$600m for WTW tax credits
$1Cb for immigrants and $2. 5b for food: stamps
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.EXPLAINING THE DECLINE IN WELFARE RECEIPT, 1993-1996'
: ‘ !

During the first four years of the Clinton Adminjstratio!n, from January 1993 to January 1997,
the-number of individuals receiving welfare fell by 20 percent, or 2.75 million recipients — the largest
decline in over 50 years.? Three potential explanations for this decline are (1) economic growth,
which created 12 million new jobs over the period, (2) Federal waivers, which allowed 43 states to:
experiment with innovative ideas to help reduce welfare dependency, and (3) other policies affecting
work-related incentives, including the 1990 and 1993 expansxons of the Earned Income Tax Credit
(EITC) and the recent rise in federal and state spending on ‘child care. Itis important to determine
the causes of this decline in light of the recently enacted welfare reform legislation. If economic
growth was the major contributor, then continued growth seems.essential for further progressin
moving people from welfare to work, If federal policies played a significant role, however, then
continued efforts along these lines are hke!y to lead to addxttonal reductions. A statistical ana1y51s
(descrlbed in the companion technical paper to this report) shows that over 40 percent of the decline
resulted from a falling unemployment rate associated with the economic expansion and almost one-
third from statewide welfare reform waivers (Figure 1).> Other factors (which might include other
: pollcy initiatives, such as the EIT C) account for the remainder.”

" Figure 1 ,
Reasons for the Decllne in Welfare Caseloads 1993-1996 -
!

Econgmic expansion

Welfare-waivers

"We are grateful 0 the U.S. Departmient of Health and Hum.:a.n Services, Office of the Assistant Secreeary for
Planiing and Evaluation for providing technical assistance in preparing this report.”
*The statistical analysis présented here uses data ou the average monthly share of the population receiving .
. welfare in a fiscal year. Between the 1993 and 1996 fiscal years-(October 1, 1952 1 September 30, 1996), the average
monthly share of the population receiving welfare fell from 5.4 perceut 0 4.7 percent.

' 3Bight states received waivers that affected only a smail part of the state, typically a few countles Wawers

granied to. these states are not mcludecl in this analysis. ‘
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WELFARE CASELOADS AND THE BUSINESS CYCLE

Welfare caseloads tend to fluctuate over the business cycle, rising when the economy moves
into recession and declining once a recovery is underway and the economy is expanding. For
example, the proportion of the population receiving welfare fell during the expansion of the late 1970s

" and rose as the economy went into recession in 1980 (Figure 2).' Between 1989 and 1993, the
proportion of the population receiving welfare shot up 25 percent, reaching its highest level ever.
The recession of 1990-1991 and the weak labor market through 1992 certainly contributed to this
increase, hindering the efforts of those welfare recipients seeking work. One might be tempted to
argue that the subsequent decline between 1993 and 1996 simply reflected the normal return to work
of welfare recipients who were unable to find jobs when th‘e economy was weak.

B
o

Figure 2 '
Unemployment Rate and Rate of Welfare Receipt
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The busmess cycle alone however is unlikely to' account for the entire decline in welfare
recrp:ency after 1993. The 1990- 1991 recession was relatively mild; the annual unemployment rate
peaked at 7.5 percent in 1992, much lower than the peak rates in the 1974-75 and 1981-82
recessions, It seems improbable that a moderate recession would lead to such severe swings in the
rate of weifare receipt. Moreover, some states with large reductions in their unemployment rate
during this period did not experience big drops in their welfare caseload, while other states saw a big
drop in welfare receipt even though their unemployment decline was moderate (see attached map),

For that reason it is important to look at other factors mcludmg the possible impact of changes in
welfare programs dunng that time. |

“Two anomalous episodes occurred as well. First, welfare recipiency declined sharply in 1982 despite 4 worsening
economy. This was because policy changes enacted in the Omnibus’Budgct Reconciliation Act of 1981 substantially reduced
welfare eligibility. Second, the dramatic swing in welfare rcc1p1ency between 1989 and 1996 was larger ﬂmn mi ghl have
been expected based on the relatively mild 1990-9) recession. !
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FEDERAL WELFARE WAIVERS
. |

Aid to Famulies with Dependent Children (AFDC) was the Nation’s primary welfare program
until last year. The AFDC program was administered by the states, subject to Federal requirements.
Since 1962, the Secretary of Health and Human Services has had the authority to waive some of these
" requirements if states proposed experimental or pilot program changes that furthered the goals of the
AFDC program. The Bush administration was the first to use this authonty extensively, especially .

in its final year. But the Clinton Administration expanded the number of waivers dramatically after -

1993 granting waivers to a total of 43 states. ' ;

Waivers granted 10 states to impIement expeﬁmental welfare policies generally contained a
number of provisions that varied greatly in scope. Some were pilot programs that could not have had
- much effect on the size of a state’s overall welfare caseload. Others covered a larger share of the’
state’s welfare population but included some refatively minor provisions that probably had little effect
on the number of welfare recipients statewide. Six broad categorres of waivers that potent:ally might
have had an observable effect in reducmg state welfare caseioads are:

«  Termination time limits. States receiving this type of waiver are allowed o limit the length
of time recipients can collect benefits. Once that limit is reached, benefits are terminated.

» Work-requirement time limits. These waivers are similar to termination time limits, but
once the limit is reached, recipients are requrred to accept work or enter a training program
in exchange for their benefits. '

.« Reduced JOBS exemptions. The Job Opportunities and Basic Skills (JOBS) training-

program, enacted in 1988, required a share of the welfare caseload to participate in work
. and/or training programs. ‘Waivers were granted to some states to reduce the number of
 recipients who were exempt from pa'rticipating in the program.

~ « Increased JOBS sanctions. Some states argued that sanctions for recipients who refused
' to participate in JOBS were inadequate and requested the ability to strengthen those
, sanctronsmrncludrng termination of benefits in some cases.

. qunily cap. Welfare benefits are scaled to familjr size and normally increase when a recipient
has an additional child. Some states requested waivers to eliminate the additional benefit for
women who had a child while recervmg welf'are ;‘

! _

.+ ‘Increased earnings disregard. 'For many recipients, a dollar in earnings led to almost a

dollar reduction in their welfare benefit, providing a disincentive to work. Some states
requested waivers to increase the amount of earnings that welfare recipients could keep.

t



 The numbser of states with statewide waivers of these types rose dramatically between 1993
and 1996 (Figure 3).. Some states that experienced large drops in welfare receipt are also states that
received waivers (see attached map). i -

Figure 3 ..
Number of Approved Statemde Waivers
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THE STATISTICAL ANALYS]S

Several factors besrdes ecanomic condltlons and waivers are likely to affect the rate of welfare
recelpt An increase in female-headed families will tend to increase this rate because the welfare
_system strongly favors single mothers with children. The generosity of welfare benefits also may
affect the number of poor individuals who' seek benefits. Labor market returns for less-skilled.
workers, national changes in welfare poli¢y, and cultural attitudes towards welfare receipt, also may
play a role. The task of a statistical analysis is to disentangle the separate effects of these factors in
order to identify the relationship between each of them and welfare receipt. :
|
The exercise reported here uses state-level data ﬁ'om 1976 through 1996 to estimate the
contributions of economic growth (measured by the change in the unemployment rate) and approved
state waivers to the recent decline in welfare receipt. The use of state level data allows us to control
for changes that affect welfare receipt across the entire country at a point in time, such as national
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changes in welfare policy.’ The relationship between, say, economic conditions and the rate of
welfare receipt can still be identified because recessions tend to be worse in some parts of the country
than in others and could lead to differences across states in patterns of welfare receipt. Using data
over several years allows us to control for long-run differences in welfare receipt that exist across
states. The relationship between waivers and welfare receipt, for Example can be observed by
following changes in welfare receipt within a state before and after the waiver; Using techniques like
these, a statistical analysis can estimate the effects of economic activity and waivers on the size of the
welfare rolls holding other things that affect welfare recelpt constant ®

An Example o : |

Figure 4 presents a comparison of Florida and Gf.orgia that is intended to provide some
intuition for the statistical methodology and the manner in which the effects of economic activity are
estimated separately from other potential confounding factors. It should not be considered a rigorous
test. The figure plots the difference between the two states in unemployment rates between 1984 and
1996 and in the share of the population receiving AFDC over the same period. Taking the difference .
between the twao states in each year controls for any dlfferences that affect both states simultaneously.
Because neither state received a waiver until late in the 1996 fiscal year, the difference in trends
through virtually all of this time penod are unaffected by differences in waiver provisions or their
effectiveness. Throughout most of the expansion of the middle to late 1980s, unemployment in
Georgia had been somewhat higher than in Florida. When the 1990-91 recession hit, unemployment
in Florida rose considerably relative to that in Georgia, and the difference has been slow to recede.
Subsequently, AFDC receipt shows an increase in Florida relative to Georgid. . The full statistical
analySIS uses this sort of approach to identify the effects of both waivers and economic actmty on the
rate of welfare receipt in all states over time.

3
|

SAlthough the effects of changes in national welfare palicy cannot be deternined using this methodology, some
recent policies may have contributed to the decline. The 1993 mcrease in the Barmned Income Tax Credit increased the
retums to work. Increases in child care subsidies made it easier for parems to work. Enhanced efforts to collect more
child support raised the incomes of some mothers, reducing their reliance an welfare. The impact of these policies on
the rate of welfare receipt cannot be identified separately in this analysis becausc they apply equally in all states at any
time; it is incorporated into the effect of other, unidentified factors... :

“This methodology does include some hmnauous that may p;eclude a “causal” interpretation of the estimated

relationship between, say, waivers and the rate of welfare receipt.” First, if factors like out-of-wedlock birth rates

suddenly fell in waiver states at precisely the time that their waivers were approved, a negative estimated relationship
between waivers and the rate of welfare receipt would be misleading. Second, it is passible that the estimated effect of
waivers on AFDC receipt may be capturmg the tendency for states with, shrmkmg welfare rolls to be the ones most w11hng
to expenment with the sort of waiver pohclcs exammcd here. ‘ ;
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_ Figure 4 !
A Comparison of Flofida and Georgia
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A number of other tests were conducted to explorei more complicated relationships between
economic activity, waivers, and the welfare caseload, particularly the p0551b111ty that impacts on the
rate of welfare receipt might not be contemporancous with .changes in unemployment or

Delayed responses. Changes in unemployment m‘a}y affect the welfare caseload only after a

" delay. For instance, the onset of a recession may lead those low-income workers who lose
their jobs to spend some time looking for a new one while drawing down their limited assets
before applying for welfare. When a recession ends, these typically less-skilled workers may
be the last ones hired. -

Advance responses. Waiver policies may have some effect on the welfare caseload even
before the waiver is actually approved. This effect could occur if publicity regarding the new
proposed policies led potential welfare rec1p1ents to seek work more intensively than they
might have otherwise or because they chose not to apply for benefits, perhaps concemed that
they would be treated more harshly by welfare officials. ' :
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The results of this analysis md:cate a strong relanonshxp between the welfare caseload and
both economic activity and Federal welfare waivers. | :

X Changes in the welfare caseload do appear to respond to changes in the unemployment raie
wnth a delay.

e States that instituted a major, statewide waiver did experience a decline in the welfare
~ caseload 1n advance of the actual waiver approval. . :

'»  Waivers that included strengthened JOBS sanctions, were related to a decline in the rate of
welfare receipt that did not precede the waiver approval.

« Overall, over 40 percent of the decline in welfare receipt between 1993 and 1996 can be
attributed to economic growth, almost one-third wasjrelated to federal welfare waivers, and
the remainder was due to other, unidentiﬁed factors. '
These findings say nothmg about the outcomes for those individuals who otherwise would

have collected benefits had waivers not been granted. Additional research that can determine how
individuals fared under the alternative waiver provisions, rather than an aggregate analysis examining
the statewide caseload, clearly is desirable to help address this issue.
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. EXPLAINING THE DECLINE IN WELFARE RECEIPT, 1993-1996'

‘Durl;ng the ﬁpet 4 years pf the Clinton Adrninistrdtion, from Janunry 1993 to Jannary of
1997, .the number of individualsyeceiving welfare benef;'lts fell by 20 percent, or.2.75 rniilion
recipients — the Jargest ‘decline in over 50 years.? 'f‘h;ee .potential factors that may have °
com{riduted o the- dramatie decline in ;the welfare rolls lover'thelperiod are economic gno@th,
federal welfare waivers, and other policies affecting ‘work_—reiated incentives. Fifst, the recession :
of. 1990-1991 may have hindered Ithe efforts of welfare reeipients who were seeking work; as the
labor'.rnarket éubsequenﬂy became more robust, 'creating almost 12 m‘illion new jobe from January
1993 to January'1997, these --individuais may have founld jobs more easily and left the welfare
rdlls. Second, over thls period federal waivers granted to states to experlment with innovative
approaches to endmg welfare dependence may have also played a role. The Clinton Administra-
tion granted waivers to 43 states between 1993 and 1996 that included provi.sions which may
require work and/or training, -salnctions for those who Ido not comply with these requirements, and
liumits oln‘the.duration of benefit r,eceipf, among other fhings. Third, other policies like the 1990
‘ dnd 1993 expansions ef the Earned Income qu Creditj(ElTC)l and the recent rise in federal and

state spending on child care made it easier to enter the fabor market and increased the rewards to

work for individuals that might have otherwise chosen welfare.

‘ i
"We are grateful to the U.S. Depamneﬁt of Health and Human Services, Office of the Assistant Secretary for
Planning and Evaluation for providing technicat assistance in preparing this report.

*The siatistical analyms presented here uses data on the average monthly share of the population receiving -

welfare in a fiscal year. Between the 1993 and 1996 fiscal years (October 1, 1992 1o September 30, 1996) rhe average
montlhly share of the population receiving welfare fell from 5.4 percent to 4.7 percent.
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It is partiCularly-importa.nt to determine the causes of this decline in light of recently
enacted welfare ref;orm legislétion that @mpletely overhz;u]s the> system of providing aid to the
| ‘poor. I_-f e_conomic growth was the majbr contributor to.the decline, then continued growth i.s
esset;tial,for furthe; progress.in rﬁoving people from welfare to work. On the other hand, if
federa! policies playe& a significant rolel, then continuéd efforts along these lines are likely to lead
to additional reductions. .‘ |

This paper will examine the recent decline in réceipt of welfare benefits and -proﬁide
estimates o'f.the contribﬁtion made by economic growth and one partilcular federal policy, welfare
Iwéivers. State-level data frorﬁ 1976-1996 are used in the analysis. The statistical methodo.logy :
employed controls for differences in the rate -of welfare recei;;_t across states that are roughly c;dnstant
.oﬁer time, differences _ovef t.ime that are (;onstant across states, and trends over time that may diﬂ“er
bétween states. This approach allows ué to isolate the effécfs of economic g_rowth and‘ waivers on |
\&{elfafe receipt assunﬁﬁg that none of these other factors had changed. The results indicate t'hat.over
40 percent of th.e decline can be attributed to economic growth and that almost one-tﬁird is related
té waivers, particularly thdse that sanction recipients whc; do not comply with work reqdirements.
Other factors, which might include additional poficy initiatives ('1ik-§ the EITC), account for the

remainder.

-

WELFARE RECEIPT AND THE BUSINESS CYCLE
Figure 1 displays the trend in the unemployment 'raté and the share of the pop_ulatioﬁ receiving
welfare benefits between 1976 and 1996. The expansion of the late 1970s is reflected in a declining

share of the population receiving welfare over that period. As the economy fell into a recession in



}980~81, welfare rﬁlls began to intreasq: However, the massive recession of 1981-82 actually
coincided with a decline in the rate of welfaré recipiency. 'f'hﬁ explanation for this paradqx is the
Omnibus Budget Reconciliation Act of 1981 (OBRA 198 1) which reduced AFDC eligibility at
‘exactly the time when one lﬁight have éxpec_ted to sec a‘large increase in AFDC reécipt. The
exﬁ:nd_ed recolvery of 1983-1989 apparently had little effccf on the \ﬁelfare.;olls, pérhaps because
those who otherwise would have entered the welfare roll§ were prevented from doing so in that
recessibn. ' | |

o Th;e receséion 6f 1990—91_‘had'a dramétic impact on the raie of wellfare receipt; thé share
of the population receivihg welfare rosé 25 percent bet“}een 1989 and 1993 to its highest level
eyér. ‘Given thé large increése_ d;.lring'that recession, the decline in the rate of benefit receipt
. between 1993 and 1996_might have reflected a return td work of -weifafe recipients who were
unable to find jobs durling bad'timc_:s. But the 1990-91 recession was relatively mild, with a peék |
" unemployment rate pf 7.8 percent in June 1992, much I(_iwer than the peak rates‘in the 1974-75
aﬁd 1981-82 recessions. It seems improbable that a moderate recession would lead to such severe
swings in the rate of welfére receipt. |

| Moreover,- geographic vériatiqn in changes in @e unempldyment rate and the rate of
welfare recipiency indicates that fa_ct-ors other than econpmic growth also col;tributed tothe fall
in the roils. Figure 2 displays the change in the shé_lre of ?the' poplul‘ation receiving AFDC gn‘fjl the
change in thelune'mployment réte.in each state between 1993 and 1996. The correlatiohn‘ between
chan ges in unemploymem-iﬁd \.vélfare_.recei-pt is not pérfect. For instance, between fiscal years
1993 and 1996, the unemplﬁyment raﬁ 1in Pgnnsylvania f;all by more than tﬁe nationa‘]laverage‘of

1.6 percent, yet the decline in the share of the state's population receiving welfare was smaller



bl

than the average. Virginia, by contrast, experienced a]mosi a 20 percent drop in welfare receipt

over the period even though it experienced a below average decline in its unemployment rate.

- OTHER FACTORS THAT AFFECT WELFARE RECEIPT
Factors be;:ides economic @nditﬁons.might be rel::ited to the rate c;f welfare receipt and
could explgiﬁ recent trendg. These factors include federal Qaivers awarded to states to introduce
ne\f-.f welfare policies, other changes in federal pd]icy that falter- thc environment for low-income
households, and changes in demographic composition that may alter the sha?e of the pOpulétion

eligible for welfare.

WAIVERS

The most recent policy change direétly linked_to‘;velfare receipt, and the focus of much
6f. the remainder c;f this analysis, is thé substantial increase in federal waivefs granted to states.
to implement'nt_aw, and innoyative welfare policies. The AFDC progr;im was administered by
Stétes, but was subject to federal requi re__fnents. Since 1962, the Secretary of Health and Human
Services had the ability to waive sdme of.th.ese requifements for states proposing experimentat or
pilot programmatic changes that fur;théred thé"goa'lls c;f the AFDC system. The Reagan
A_:dmini‘stration made some use of this a_t%thority, 'grantingila limited number of waivers that either
affccteci a very small share of a state’s caséload or v.iferc. supcrseded by national iegislative

changes.® The Bush Administration granted more waivers, affecting. larger numbers of individuals

‘Because of this, the analysis that follows only examines the effect of waivers approved during the Bush and
Clinton Adiministrations. : - T



within I.':-l state, particularly in its last year or s0. Since 1993, however, the Clinton Administratidq
has used waiver authority.extens;ivé.ly‘ailowihlg 43 states to expefimenf in some way with their’
-weflfa.re programs. | |
| “This énalysis, examines thé effects of implemé_ntiﬁg si)lc important waiver prbvisions in
mcEJst,' if not atl, of a state (major, state{wide‘waivelrs). Waivefs that only appliéd to pilot sites,
suéh as a few counties, are not examined here because th; magnimdc of any cffect on the state’s
ca;seioad'wi]l be 'too sméll to detec;;" Many staté waivers also include a multitude of provisions
thét affect few individuals and are unlii(ely to have a substantial impact on the overall rate of |
wblfare receipt in the state. Thus, \&;e focus on the follo‘wing six types of waivers: termiﬁation
‘and work-re;]uirément time limits, r'e,duc'.edIJOJ.BS (Job Opportunities and Basic Skills) exemptions,
iﬁcreased JQBS §éncti0ns, family céps, and increased e:amings disregards. The data appehdix
d%:;cribes each'type of waiver and identifies the dates th’atfeach statewide waiver was aplproved.
Figure 3 displays the number of major, statewide waivers in effect in fiscal 1993. and 1996.
: By the end of the 1993 fiscal year, seven sﬁch waivers had been apprbved; the most common form
was an increase in the earnings disregalird. If this -type of waiver has any effect on the welfare rolls
in the short-run, it would increase welfaré recipiency.becaus:,e it increases the number of low-earnings
workers eligible for Eeneﬁts, By ﬁscgl 1996, however, 35 states were grant;id major, statewide
waivers.’ Sanctions impoSed updn‘workérs who did not live up to their work or job search

requirements are the most common. Because these and most of the other types of major waivers

i

Results of preliminacy analysis indicated that pilot programs had no discernible effect on the size of a state’s
-welfare ralls. : o

*Since 1993, 43 states have received waivers, but some of them applied to a small share of the state.
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woy;ld be predicted to reduce the likelihood of benéﬁt rccei[;t, their expansion over the 1993-1996
per;lod may have helped reduce the welfare rolls beyond that brought about by.ecdnomic growth.®

The rlrllap in Figure 2 also sths the states that have implemented major, statewide waivers,
Sor.ne states that have expeﬁencea-'large drops in Itheir_'wellfare rolls without large drops in
-uhé;mployment, like Virginia, hzive alsolrecéiv‘ed wgiver;. Inl cOntras-t, other states in which
unémployment has fallen considelrably, bﬁt in which large drops in welfare rolls have not occurred, ‘
liké Pennsylvania, have not received any major statewide wéiver. A systematic analysis that

separately identifies the effects of waivers and economic conditions is reported below.

- OTHER WORK-RELATED INCENTIVES ,-
Severa! other federal policies mtroduced over the past several years also may have contrlbuted .
to changes in the rate of welfare receipt, Eor insta.nce, the EI_TC_ was significantly ex'panded‘in _1990-
c;md 1993.. This tax credit, availablé for i.ow—wage‘»;zorkers, il_icrease.d frpm 14 percent in 1990
to-46 percent in 1996 and may have made work a better alternative than welfare, leading to a
d’écline in the welfare rolls, Since 1993, enhancedlcfforis to collect more child éupport raised the
“incomes of some mothers, and may have reduced their reliance on welfare. Additional state and
F,ede;al spénding on day ca;'e may havé also made it easier for single mothe;s to worl_c.
| Changes in Medicaid eligill‘Jility_:ovér the”past de(;ade or so also may have affected the size
(;f thé welfare rolls. Siﬁce 1986 the link between -A_FDC and Medicaid eligibility has beenl broken |

and over ti.me‘ the number of poor children eligible for Medicaid has risen dramatically. The fact

Moffitt (1996) has argued that (he JOBS program (and, by implication, an exsension of the JOBS program)
may provide incentives for some o paruc:pate in welfare programs so that they can receive the pcvtenua] bencﬁts of
lhese poticies and could lead to an increase in the caseload.
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that some low-income individuals can now work tvithoirt losin-g Medicaid benefits for their
_chi_idr_en .mey reduce the rate of welfare receipt.” In fact, Yelowitz (1996_) finds that changes in
Medicaid eligibility through 1991 ledto a imoderatereduction. Aithough eligibility has continued
to expand since then, the expansione have been Smalier than those that took place in the late 1980s

and are unlikely to account for a substantial sheire of the reduction in welfare receipt.® -

DEMOGRAPHIC CHANGE

The AFDC program was largeiy targeted to single mothers w1th children and this
demographic group has grown over tlme. The share of families headed by women rose from {0
‘ percent to 18 percent between 1970 and 1995,_whieh fully expiainslthe increase in child poverty
over the period. Oi.it-of-wed]oek birth rz-ites have also been on _the rise. The relétionship between -
_ these factors and AFDC eligibility suggests that the welfere' roils should have increased over time.
In fact, Gabe (1992) argues that the'growth_in never-married feniale;headed families was largely
responsibie for the inerease in welfare caseloads between 1987 and 1991. "i‘hese factors actually
suggest that we should have expected to see a continued expanswn 1n the rate. ot welfare receipt;
the observed decline between 1993 and 1996 means that other offsettmg factors were more

important in determining recent trends.

[t is also possible that expanded Medicaid eligibility may have increased AFDC participation. As more people
come into contact with the social welfare system through Medicaxd they may find that l.hey are eligible for AFDC
benefiis as well. ]

- ®This analysis does oontrol for some of the recent changizs in Medicaid eligibility that have occured at the
national level even though dheir eﬂ'ects cantiot be separately identified from other facton that affect all states i m a given
year.




DATA AND DESCRIPTIVE STATISTICS

This analysis employs state-level‘data Eetween the 1%-)76 and 1996 fiscal yeérs.‘ Desfsribtive
statistics for 1993 anci 1996 are r.e;portedkin Table 1, separate]y-for those states with and w'ithout‘
approved waivers.g- Columns 1 aﬁd.z indi:cate that the _Sharé of the pqpulati‘on réceiving AFDC s}
“nc%nwailver states” fell 0.6 percentage boints, from 5.3 to 4.7 percent. The fall in AFDC recipiency
wa; larger in “waiver stéttesf’; the sﬁare felllO}.S per?;entzigé ;points; from 5.5 to 4.7 percent in these
states.' The une_rﬁploﬁﬁent rate in the two sets of states is virtually identical in these years,
ind.icating that the larger fall in the welfare rollg in waiyer states cannof be attﬁbuted to better
ecc:.)nc'amic conditions."" A]thoﬁgh AFDC béneﬁts are More generous in nonwaiver states, real benefits
have declined at roughly thé same rate in i:both sets of stgte§ over the time-sp_ar‘l.

Other facto;'s b.esides uneﬁplomént Iand benefit ggnerqsity may be related to diﬂ"ergnces 1n

the relative size of the welfare rolls across states. In particular, the categorical nature of the AFDC

*All AFDC tecipients are counted bere, including those in two-parent families who receive AFDC-UP. . Those
in the lauter category are probably more responsive to business cycle conditions because constraints facing single-
parents, like finding affordable day care for their children while they work, are smaller in two-parent funilies.
Therefore, they are more able to-work when jobs are available, Sill,- AFDC-UP families represent a very smal! part
of the wotal AFDC caseload and including them in this analysis should have minimal effects on the estimated parameters.

"“The difference in the average reduction across waiver and noowaiver states is not statstically siguificant.
The power of this test, however, is very weak in that waiver states may have had a waiver in effect for a very small -
part of this three year period. In addition, the normal variation across states in the share of the populadon receiving
welfare swamps any variation across the groups of states over time. ' The regression analysis reported below adjusts
for these problems and results from model specifications that mimic this simple “difference-in-difference” test statistic
indicate that the reduction in waiver states is significantly larger than that in nonwaiver states.

- "This analysis uses the unemployment rate in each state and fiscal year., Because state level unemployment

. .data have only been available since 1976, tke 1976 fiscal year unemployment rate is measured just for the lase three

- quarters (January through September) of that fiscal year. Other measures of unemployment may be more appropriate
for this analysis, For instance, a measure of wnemployment for younger women may betier represent the labor market
opportunities of potential welfare recipients, This measure may be somewhat endogenous, however, because changes
that affect the fabor supply of welfare recipients will to some extent, also affect the unemployment rate of younger
wormen., Therefore, one might want to use the prime-age male unemployment rate because it does not suffer frown this
sort of endopeneity. Unfortunately, neither of these alternative measures is available on a state/year basis:
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- program that mainly providéd.beneﬁts to low-income unmarri?:d mothers and their children suggests
thati the extent of poverty and the. share of households ;headed' by women may also matter.
ﬁnfonunafely, obtaining reliablf:: estimai-eé of these _meaéures by state is hampered by small sampie
size‘s‘iﬁ the .main'sour(';e ,cl>f householdldata, the Current Pbpula.tion Survey. Research Ibo ncermned with
trends across states in variables such as these generally rei)f on Censu.s date; that are only ajvailable '
evéﬁ 10 years.,

The lo.wer block of Table 1 presents poverty rates and the share of households headed by
women from _‘the 1980 and 1990 Censu'se:s by waiver status in 1996. These statistics can high[ighf
wlzether. any long-term tfends‘across ‘stat‘es could inﬂ‘uence:,. a statistical analysis of welfare receipt.
‘In "bot'h- types of states, both rheasures'have been increasiné over time, but increasgs Qere farger in
nonwaiver statéé. F(;r instance, the sha;'g of female-headed households inéreased by 2.0 and 2.5
pt{rcentage points in waiver states and‘nonwaivq states, Irespe‘ctively.-) if th¢se differential trends
continued through the 1990s, then one Would expect the welfare rolls to fall in waiver states relative
to nonwaiver states because a smaller Vre‘lative share of the pbpulation would be categg;)rically- eli gible
fqr benefits. Thes_e trends would bias an analysis of the eﬂ"et;ts of waivers on welfare receipt tO\Qarchs
_gh.e finding that waiycrﬁs matter. Controls for these trends y;xere included in the statistical analysis to

help remove this form of bias (as discﬁssed below).

METHODOLOGY
The statistical approach employed in this analysis is designed to estimate the effects of
economic conditions and federal waive_,?r policy on the size of the welfare rolls, holding other |

factors that may affect the rate of welfare receipt constant. To that end, we estimated multivariate

1
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models of the natural log of the share of the population receiving welfare in a state/year."

Spéciﬁcally, we estimate OLS regression rﬁodels of fhe following form:"
‘ ln R‘sl = Usl ﬁl + wsl B2+ Iﬂ Bn [33 + Yn+ Yt + Eat . ) (1)
lﬂ Rst =‘Usl Bl + w!l. [32 + lﬂ Bst HJ + Ysl+ Yt + trend*Yn + est ‘ .V (2)

where R fepreéenﬂ; the sha-'re‘of the popullat.ion receiving AFDC, U is the unemployment rate, W
is an indicator variable.for welfare waiver status, B réprcsenfs real maximum AEDC benefits in
19:96 dollars for a tﬁree—person family, s indexeé. states, tiindexes 'lirnel, Y, and +l. represent state
and year ﬁxed effects, and e. represents a residuai. Year ﬁxled effects capture time-varying factors
tﬁét affect all states in a given year. Such factors might i_nclude changes in Qelfare policy (like
OERA 1981), other ch.anges in pOliCitE::S t_é;geted to loﬁ-iﬁcome individuals (like the Earned
| Iné;pme Tax Credit), or changes in national attini-des regard-in g welfare receipt that may ha\;e been
H_r;ked to the welfare reform debate,™* This approach ihcofporates tﬁc contribution of factors like
thésc_:, Ialthough we cannot speciﬁcally id.entify the ;tffects of each one on the rate of welfare

reccipt. Similarly, state fixed effects control for time-invariant differences across states, such as

?Another measure of welfare receipi that could be used as the dependent variable for this analysis is e
number of families, or cases, receiving bepefits. Patterns in the welfare caseload over time may differ across states
as the nwnber of child-only cases has proliferated at differential rates. All of the models reported below have also beets
estimated using the log of the welfare caseload as the dependent variable and mainly find similar results. The maio
difference is that JOBS sancdons apparently have a larger effect on fecipients than on cases. This is consistent with
the fact that many of these waivers oanly sanction the parent and mamtam benefits for the children so chat the case
remains open even though the number of recipients fell.

B These regressions are wclghted by the state populadon i each year to yield parameter estimates lhat are
rcprcscntauve of the entire country,

"Previous studies of the welfare caseload that use national ume series data (CBQ, 1993) have d1fﬁc:ulty

contro!img for this type of pattern in the data. The results presented m Moffitt (1987} me!y that it is unponant to
control for such “structural shifts,” :
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differences in industrial composition that may affect less-skitled workers or attitudes towards
welfare recipients. |

-AS s_howﬁ eérﬁef, it is also poslsibie i:hat changes may be occurring over time in otherwise
unmeaéured faétors that differ across-“ states, pai'ﬁcularly demographic characteristics_ like the share
of female-headed households. U'nfor'tunately, qulished data on detailed demographic
éharacteristics'suéh as these are unavailable at the state level each yeﬁr. Such differences could
be fully accounted forl by including the interaction of state and year fixed effects, but a model-
_in@luding these interactions is under-identified. As an alternative, we include a Statéwspeciﬁc time -
trénd. If the réte of increase in, say, Ifemale-headed ?households in a state is cor_lstaht, this
approagh will control for these changes and provide an unbiased estimate of the effects of waivers
and economic conditions on the welfare mllls.ﬁ The effeqts of suchlchanges, howeverr,‘ cannot be
separately identified.

; Figure 4 p'resénts-a comparison of Fllorida and Georgia that is intended to provlide sonie
intuition for the statistical methodolog-\.y and the manner in which the effects of economic activity
a1;e estimated separately from other poténﬁa] cbnfounding factors. It should not be c‘onsidefed a
rigorous té.j;t. The ﬁgufe plots. the d'ifferencc bét'Ween tﬁe two states in unemployment rates
.between 1984 and 1996 and in the share of the population receiving AFDCJover the same period. -

Taking the difference between the two states in each year controls. for any differences that affect

If ifferences ‘across states over time are gonlinear they will not be captured by these trends and, if these
differences are correlated with waiver awards, the estimated effect of waivers on the rate of welfare receipt witl be biased.
Although few candidates for such changes are readily apparent, one possibility may be the growth in income inequality
since the laie 1970s, documented in the Egonomig Report of the President (£1997). Blank and Card (1993) show that
- the rate of growth in inequality has not been constant and has varied across negmu.s of the country; if these differences

oceur across states and are conelated with waiver policies they may mtmduce a bias in the results: reponcd hene Future
research shoutd investigate this possibility in more detail. . =
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both states simultaneously. Because nleit:her state reccive& a waiver until Jate in the 1996 ﬁscal.
yea}, the differen&, in trends through virtually all of this timé peﬁod are unaffccte(i by differences
in waiver provisioﬁs- or. their effectiveness. % |

‘ Throughout most of the expénsion of the middle to iate 1980s, unemployment in Georgia
hajj been somewhat h.igher. than in Flori_da. Qver this period, a steady dif'ferencé in the rate of
AFDC recii;)iency is aJso‘ apbarent. Thirs difference may be attributed to differences in the two
states’ welfare sysmﬁs that do not change over time, attitudes towards welfare receipt and the like
th.':it are controlled for in the analysis conducted heré. When thé 1990-91 recession hif,
. unemploymént_ in Floricia Irose.'considerablly relative to that Ln Georgia, and the difference has been
sl(;w to recede.l Subsequéntly; AFDC receipt shows an increase in Florida relative to Georgia.
It .is i111p0@t to note-that a delay in this response is apparent as Floﬁda’s' AFDC caseload did not
begin to rise relativé to Georgia’s until 1991 or 1992.‘ Tﬁis timing of .the response in the rate of
AfDC r&éipt to chan‘ges. in unemployment (and wéivers) will be examined more carefully in the

' empirical analysis below.

RESULTS
Table 2 presents estimates from different statistical specifications based on the regression -
models :epreséh;ed by .equations (1) and (2). In célumn 1, the model does not include state-
specific -li_ne.ji:r time trends and 'pro_vildes.a baseline gét of estimates to identify the effect of |
ihcluding- these Lfénd's. In this model, the unempIOymént rate 1s '.shown to have a substantial effeét

on the rate of welfare receipt; a one percentage point increase in the unempldy ment rate increases
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the rate of welfare receipt by almost 5 Il)er_cent.“ States that wefe granted any major, statewide
waiver had almost a 10 ‘percent fall in the share of the populatiqn febeiving wé}fare, based on
est;imétes in this model. Finally, benefit generosity is shm;m to be signiﬁc;'mtly positively related
to-AFDC receipt; the share of the pﬁpula@ion recemng benéﬁts increases by 3.2 percént for every
ld percent increase in maximpm month:ly benefit payments.

Column 2 presents estimates ofz the same speciﬁcaﬁon except that staté~sﬁeciﬁc linelz1r
tfe;nt'is are included. Omitting these trends will introduce bias if they are correlated with the rate
df welfare recipiency and any of the other explanatory variables. Estimatés presented here
indicate that these conditions are present.. As illus_trated iﬁ 'Ta'ble 1, trends. in .fac;tors like female-
headed households and povérty rates across states are corfelated with -waiv_er status, and ignoring
tﬁése trends biases the estiﬁéted efféct of waivelré upwards, The gstimatcd effect of introdﬁcing
a }nﬁjor, statewide waiver falls from 9;4 percent in coluj"mn lto '5.8 percent in column 2. The -
esltimated responsiveness of welfare receipt to -une_mploylm‘ent is also smailer in this specification.

, One ;ufprising finding in this lsj)eciﬁcation is that more generous benefits are esti_mated to
réclu_ce the welfare rolls, although this effec-:t 1s not éiéniﬁcantly different from z.ero.'7 This
ﬁhc;,ling 18 counterintuitive and is thefresult of the sta;tis‘tical procedure that has absofbed a

significant share of the variability in the data. Ina model with state and year fixed effects and -

b

‘state-specific linear trends, the only type of variation that can provide statistical identification are

A dditional measures of cychcal activity besides lhe unemployment rate may have a significant effect on
welfare receipt. Preliminary estimates using the rate of employment growth within states over time, however, added -
1o additional explanatory power in models that also included lags of the uncmploymcnt rate.

"It is possible that this result is driven b)r a sort of policy endogeuelty where sharp changes
cuts in bensfit levels occur in response to swelling welfare rolls, ‘providing a negative relationship between these variables:
Benefit cuts in California in the early 199%0s that occurred as caseloads were rising in that state may be an example of this
endogenenty :

13



those resulting from shé.rp changes wi_thin.a state over time-in the respective variables. Cﬁanges
likell this are exactly what are observejd in variables _Likej}uneniployme‘nt and, particularly, in
indgc':ator variables likelfhosé representing waiver étatus. AFDC benefits generally exhibit little™
of this sort of behavior; typically benefit increases aré small and benefit cuts largely occur as
iinflation slowly erodes the purchasing bower of the beﬁéﬁt. Therefore, with little Ivariatioln left .
to idenﬁfy the effect of changes"m AFDC benefits, the es_timatéd effect becomes less robust, Thisl
becomes clear in the subsequeﬁt rhddcl-s'pe.aciﬁcations reported i.n this table where an inc;,rea,se in
AFDC benefits is estimated to increase ;Nel-farel rece_ipt, allthough some of these effects ar¢ only
marginally statisticz;lly significant. In essence, these results indicate that .the methodology
-erﬁpIOyed here is not-a. phrticular.ly‘powerful one to determine the effects of the generosity of
AFDC Beneﬁts on the level of welfare receipt. .- |
Estimates 1n column 3 are obtajnéﬂ from a model that includes a one-yeér lagged measuré
of the unemplﬁyment rate within a slate-, pfoviding a more flexible speciﬁcétion of the timing of
the response in welfare receipt to ecbndmic conditions. Lapged ﬁnerﬁployment mz{y be related
to ' welfare re'c::eipt if, for inst;nce, thé onset of a recession leéds those low-income workers who
lose theﬁ jlobs to spend some__tin'l_é Im]dng for a new one »;.fhile drawing down their limited assets
bqfore applying for welfare_. Asa fecession ends, these ty_pica.lly less-skiiled v}zorkers may be the -
last ones hired. "Evidence Iappeérs to éuppon this intuition, as lagged unemployment is strongly
ref'lated to the share of the population recgiving welfare. To interpret these findings, consider 4
lipercen[age point increase in the unemployment rate that faSts for two years. In the second year

the share of the population receiving welfare will be 4 percent larger (because the coefficients on
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the' two unemployment measures are summed). States awarded a major statewide waiver are
- estimated to experience a 5.2 percent decline in welfare récipiepcy in this mcI)d_el.l

So faf; waivers have been aggrégated into a simple indicator variable that measures
w'h:ether any waiver had been apﬁrerd. Colum_n 4 presents estimates of the effects of each of the
31x majdr types of waivers studied in this analysis on fhe rate of welfare receipt. In this model,
the only type of waiver that significantly Affécts the extent 6f welfare receipt is JOBS sanctions, '
: Thls t}"pe of wai-ve.r is estimated to reduce the share of the population réceiving welfare bgneﬁts
by almost 10 percent.” Disaggregation of the waiver catég;:)ries did not substantially change the
estimated impact of an inc?ea;e in unen;ployment. o

One pétential shortcoming of the modt;,l présent_ed in column 4 is that many waivers include
se;reral of the different types all at once, ﬁmiting the abilit}gl of Ithe statistical analysis to separately
identify their effects. Column 5 presenfs estimates of a rﬁore parsimonious model thét includés
whether the state'feceived anj major s.tatewidel waiver and wheth& that w‘z-iiver included JOBS
sanctions. In £his specification as wel}, no oth;:r type o_f waiver is shown to have a signiﬁcanf _
‘ef;fect on wglfaré reééipt besides JOBS sanctions. -Agz;in,' the responsiVehess of the welfare rolls
to the business cycle is relatively unaffe;‘tedby the changes in wai\;er _specifiéqtion. The analysis
reported so far has restricted the eﬁ'éct of waivers to be obseﬁed no séoner than 'the time the waiver
was approved, This restriction does no‘t. allo'w. for the possibilityl that tlhe \;vaiver»application pfocess,

the publicity surrounding it, and potential changes in case workers’ behavior and attitudes may.

"This finding is consistent with Pavetr and Duke (1995).

*Tenmination tmlc Limit waivers are also estimated to reduce the rate of welfare receipt, but the estlmated effcct
:s only sxaua:ucally significant at the 10 percent level, ) - .

3
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provide a signal to potential recipients tﬁat the environment in which the welfare system operﬁtes is
ﬁbout to change: It méy lead some in_dividua]s coﬁtem'plating applying for benefits to find other
sources of income support, whéther from work or elsewhere. This possibility is considered in column
'6, :where the presencé of any‘ statewide wa;iver and those including a sancﬁon' i)rovision are inc]uded
in‘the model at the timé. the waiverlwas'appro;ed and, in sepafate variables', a year Before £‘l1e waiver
wﬁs approved (a “1ead”). : |
! R Estimates of models :mcluding leads of the waiver measures are reported in VCo]‘umn 6 of Table
2. The “threat effect” of applying for a wz;iver does appear to reduce the numbgr of individuals who
receive benefits the year before the waiver: is approved, the share of the population recei.vi'ng-welfare'
is’f estimaled to fall by 6.3 percent in that year. Iﬁ the following year no additional reduction is
oEserved. On thé 6thef hand, the effect of ‘waivers that include jOBS sanctions is not observed unti_lv
tll1e year such a waiver is approved. -
One alternative to a causal interprétatibn' of these findings is that those states which
N v '
implemented waivers were among the ones that experienced the most dramatic run-up in their

welfare rolls in the late 1980s and early 1990s. This trend may have inspired the waiver request

and mean reversion may be responsible for the subsequent decline in the rate of welfare receipt

relative to other states. Tests of this hypothesis, however, indicate that waiver states did not

experience a ]arger»manéverage increase in their weifare rolls between 1989 and 1993. In fact,.
i

little relationship across states is apparent between the 198‘9-1993 increase and the 1993-96 -

-

decline.
g-_______—n-n-ﬂ-'a

The results reported in Table 2 can be used to estimate the share of the reduction in welfare

i

receipt between 1993 and 1996 that can be attributed to economic growth and federal welfare

waivers granted to states. . The product of the estimated parameters for, say, uneniployme'ﬁ:'t" and its
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lag’and the respective changes in unempléyment in ¢ach state between 1993 and 1996 provides an
esﬁnﬂate of the predictea change in welfalre recipiency over llhe period‘based solely on changes in
.uﬁerlnploymeﬁt.- TBe ratio of the pr_edided change to the actual change indicates the share of the
red:uction attributed £o unemployment, An analogous exercise can be condu‘cted to estimate the
ext_e‘nt to which waiyers_ contributed to the decléne in the welfare rolls. Other unidentified factors -
would be responsible for the difference remaining after accounting for these two éffécts?f’

Table 3 presents the results of this exercise for several of the statistical speciﬁcations reported
in Tabie 2. The results indi.cate that the decline m unehployment that continued through the
ecgnqmjc expansion contribﬁted about 44 peréent "cowarlds the decline in welfare recipiency in models |
that includ_éd both contemporaneous and lagged’ unemplOyment.21 Wai';fers accounted for roughl_y
15;; to 20 percent of the decline in models that ignore the poﬁential effects of an impending waiver
gr%mt. Once these eﬂ'écté are included (Column 6 of Table 2), estimates indicate that wai.\.fe::rsL can

| explain 31 percent of the decline in the share of the populatior:l receiving welfare. 'In this model, other -
unﬁdentiﬁed factors-explain an additionai‘flli percent.

A simila..r exercise could be conductéd for the 1989;1993 period thatlsaw a éremendous
Increase in the rate of welfare recéipt. As diséussed eérlier, the magnitude of the inc}ease‘is.

somewhat surprising given the relatively mild recession in the period. The estimates provided here

reinforce the mystery; changes in unemployment can only explain about 30 percent of the rise in

Simply subtracting the sum of the two effects from 100 oaly indicates the contribution of other factors if no
interaction between changes in unempioyment and waiver policy on’ welfare receipt occurs, It may be the case, for
example, that waiver policies are more effective in states with low unemployment rates, Models that incorporated (his
possibility were also estimated but the resules indicated that the interaction between unemployment and waivers was
not statistically significantly different from zero at conventional significance levels,

"'Based on estimates from a model of the duration of welfare spells and permanent changes in labor market
conditions, Hoynes (1996) estimates that a typical economic expansion would result in an 8 to 10 percent reducton
in the welfare caseload. This estimale is somewhat higher than the findings presented here and the difference is
consistent with the fact that the current expansion is ongoing aud, therefore, does not represent 2 permanent change
in tabor market conditions. :
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welfare rolls. Waivers were relative]y new by 1993 and are found to have very little imﬁaét on the
sh;re of the population receiving welfare; in fact, they z.irele:xpected to lead to a small decline. That
lééves roughly 70 percent of the n'sg unexplained By this s.tatistical analysis. Other forces fhat are
rmore.diﬁicult to quantify musf have beén changing over this period,.contributi-ng to the increase.
: DISCUSSION

-. The findings presented- in this paper inldicate that a robust Iéconomy and federﬁ] waivers
allowing states to expériment \;nrith :new-welfare-policies have each made large contributions towards
rgducing the rate of welfare receipt. The estimates provid éd here suggest that over 40 percent of the
decline in welfare receipt bétween 1993 and 1996 may be t.J,tfributed. to the falling unemployment rate
ai;1d almost one-third can be attributed to-the Waivefé. Other factors that are not identified in this
ana]ysils are responsible for the remainder.

The methodology cmpl.oyt_:d‘in this énalysislposes two problems in interpreting thése results.

Firsi, it is possible that the estimated éffect of waiver.s‘on AFDC receipt may be captur_ing thel
tendency for states with shﬁnking welfare rolls to be the ones most will;mg to‘expeﬁrﬁent with waiver -
plolicics.12 Another shortcoming of t-his‘research is thaﬁ it.canhot determine the outcomes for those
iﬁdividuals who otherwise would have collected beneﬁts had waive-rs not been granted. Additional
r.esezllrch that can determine how indi'vidpalsf&ire. under 'the‘altemative waiver prdvisions, rather than |

an aggregate analysis examining the share of the population receiving welfare, is.clearly desirable to

help address this issue.

ZOne might expect states with difficulties in holding down their welfare rolls to experiment with approaches
to achieve that end. This sort of policy endogeneity would bias the results towards finding a positive relutionship .
between waivers and the rate of welfare receipt. ) ,

18


http:policies.22

- References

Congressmnal Budget Office. Forecasting AFD: loads, 'with_an Emphasi:
Washington, DC. July 1993. ' o

Council of Economic Advisers. Egmm_c_ﬂgpgﬁ_o_t,hg_gsﬂg_ﬁ Wastungton DC: Government
Printing Office. February 1997. '

Gabe, Thomas. Demographic Trends Affecting Aid to Famili
Caseload Growth. Congressional Research Service. December 9, 1992

denes, Hilary Williamson. “Local Labor Markets and Welfare Spells: Do Demand Conditions
Matter?” National Bureau of Economic Research, working paper 5643, June 1996. :

Moffitt, Robert. “Historical Growth in Participation in Aid to Families with Dependent Children:

Was There a Structural Shift?” Joumal of Post Keynesian Economics. Spring 1987. pp. 347-363.

Mofhitt, Robert A. “The Effect of Employment and Training Programs on Entfy and Exit from the
Welfare Caseload.” Journal of Pghg{ Analysis and Mgnagemgm Vol. ]5 No. 1(1996). pp. 32-50.

Pavettl LaDonna A. and Amy-Ellen Duke. n in Work an rk-Rel

Act:wgtes Lessons frgm ive State Welfare ﬂgfgrm nggns;rapgn Prolgct The Urban Institute:
Washmgton DC. September 1895. .

Yelowitz, Aaron S. “The Medicaid Notch, I_abor.Su‘ppIy, ajﬁd Welfare Parficipéfion: Evidence from -
Eligibility Expansions.” Quarterly Journal of Ecomics. November 1995. pp. 909-939.

19



DATA APPENDIX: DEFINING AND CODING WELFARE WAIVERS

Most waivers awarded to states include a multitude Iof provisions that vary in the degree of
théir implications. Some affect the entire caseload thle otj]el:s aﬂ'ect 'a. Qery small segmeﬁt, like those
' thgt were introduced in pilot sites, such as a few counties. Son;é contain generally sltandard
_'prlovis'ions while others are more mﬁplicated and require some judgé;'nent n categoﬁzing them. | In
this paper, six major types of waivers _that were implemented in most, .if not all, of the state are
considered. This appendix will providelsome backgrbunq regarding each of these different types of -

‘waivers, and how they have been coded for this analysis.

Termination and Work—Requiremenf Time Limits.l :UnderrAFDC, families were entitled to
re-.céivé benefits as long as they met the eiigibilityrequirements; states could only impose_ a ﬁm_e limit
on the duration of benefit receipt if they were granted a waiver. Several states received such a waiver
to implement fo two main types of time limits. Termination time limits result in the loss of benefits’
for the entire family or just for the adult members, depending on the indivildual-state’s' plan. While
most states set-a limit of 24 months or so for ;ill recipients, other states-had vadable tirﬁe _limitls. For
example, Towa’s plan called for__reciﬁients t6 develép a seltlsuﬁiciency pla}l that in;ludéd' individually-
based time limits, and Texas limited bcqeﬂts to 12, 24, of 36 months dépe_nding on the recipient’s
education and work experience. Tilinois provideS'an.example of a state that contained this type of
waiver provision but that is not coded as such here bec:ause it applied to a small fraction of the

‘recipients (those with no children under age 13).
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Work requ_irement time li;nit -wai;.;er's, continué to provide benéﬁjcs to adult recipie{;ts who
reach the time limit as I_oﬁg as they Cbmp_ly }i\rith'mandatory Wo_rk requirements. .For example,
Ma\l‘ssachu‘sétts requires recipients unemployed after 60 days of AFDClreceipt to do comrﬁunity |
service and job search to eam a cash é‘s'ubsidy.” Cal.ifoﬁﬁa requires individuals whol received AFDC
for 22 of the previous 24 months to' panicipéte ina conﬁnﬁnity service program for 100 hours per
nﬁ(;nfh. New Hémpshire aitemates 26 w-eeks each of jobl search and work-relailed acti-viti_t_as -for

| reéipients. West Virginia’s plén only réciuires partik:iﬁation in its Wor’k experience program by one
pafent in two-parent AFDC-UP cases, which are a small share .of the ;total caseload, so it is not coded
asa work—reﬁuirement tirﬁe limit-..

Some time limit waivers contain more ﬁomplicated provisions that make them difficult to

.. o . .
code. For instance, Delaware requires “elmpldyable” aduitsl to participate in a pay—for—pefformance
work 'experienc_e program after receiving benefits for 24 months; after 24 months of program
pa;tic.ipation, the family completely losés cash ben:eﬁts. Timé limits with,provlisions sulch_ as this have
been coded as containing both 'Len‘ninatiop and-WOEk requirement provisions. Washington's plaﬁ is
a g::mnt-reductidn'time lil;iit, subtracting 10 percent of £hé benéﬁt for thoge who have received benefits
fof 48 of 60 monfhs, then 10 percent for eireljy 12 months thereafter. Because the timle frame before |

a significant reduction in benefits could occur is so long, no time limit is coded for Washington. .

Family Caps. Under AFDC, a family’s béheﬁt']t_’:vel depended upon its size, so if a recipient had a’
ba:by the grant amount rose. Family cap waivers allowed states to eliminate or reduce the increase |

in benefits when an additional child was bvom.l A few state's, like South Carolina, provide vouchers

for goods and services worth up to the amount of the denied benefit increase. Others allow child
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-sup:port co_llected for the additional child to be excluded from AFDC income calculation. All fz;mi!y
cap waivers except Neﬁ{ Jérsey’s exempt children conceive'd as a result of rape or incest from the
fan;ily cap. SQVeral states, such as'Wisconsin,“Massachusetts and Illinois, specify that a child born
or gbnceived after a family no longer receives AFDC can be denied benefifs if the family returns to

AFDC.

JOBS Ex'emption‘s. Th.e'J ob ,Opportunitli'es and Basic Skill;«; Training Program (JOBS), part of the
19:88 Family Support Act, provides education, training and work experience activities to AFDC
_'rec;ipients w.hcly did not fall into one of the exempti;.)n cate.,gon'es. The exemption categories were
rather larée, however. For instance, plarents with children under age 3 were exempt and those with
children under age 6‘ could only be required to participate if the state guaranfeed child care. Some
states requested a waiverto na&dw the exemption criteri'a,: The most commonly requested waiver -
re;]uired parents With young :ch.ildre'n (sometimes as young as 12 weeks) to participate in JOBS.
(-)thérl waivers allowed teen parents attending school and people Working 30 hdurs a weetc to be
ccﬁnSidered as JOBS paiticipe;nfs. Hawaii };ad a JOBS waiver approved for a pilot site in Oahu, where

a large share of the state’s population lives, so it was coded as statewide. -

JOBS _Sanctioﬁs. Some s;tates found that the saﬁctions for non-compliaﬁce \_:;'ith JOBS were not
strang enough to motivate u'nwi]ling. ;-)ani'dpants; they requested and were granted waivers to impose
harsher sanctions. Tchty-two of the states were allowed to impose full-family sanctions (such as
sUspenlsiOn éf t'he enfire fami‘ly’s AFDC graqt) after a contiﬁued period of non-compliance. Other

states requested tougher sanctions imposed upon the recipient only, leaving the Children__pn the
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welfare rolls regardless of the parent’s behavior. An informal $urvey of state welfare agencies
con_b'ducted by tﬁe Council of Ecc;nonxip Advisers indicaté;s._rth‘at the use of sanctions has varied I_
cbr;siderably across states, Some stétes have been véry aggressive, sanctioning large numbers of
recipients while others have sanctiouéd few, if any. For exampl'.e,. ov-ér the 1996 fiscal year Missouri
rep;arted sanc;.ti_oning an average of 3,106 peoﬁle per month, including sanctions of‘ diﬁ'erent!sew_erity
1evrel‘s.. Massachusetts Fei‘ﬁ)iqated bleneﬂtls for 1,200 familjles in 1996 fof failure to comply' with

training/work requirements, On the other hand, Georpgia sanctioned few recipients in 1996.

Ea__‘r'nings Disregard. VWith;)ut a waiver, indi_viduals are allowed to keep $30 plus one-third of all
a-dditilonal earnings for the first three monthlslof benéﬁt re(::eipt (the “standard 'AFDC disregard™).
After that aln;m.st eveliy dollar of eammgs results in a dollar reduction in benefits. Some states
reciei'ved statewide ﬁaivérs to improve the economic incéptiyes for recipients to work by i.n'crea‘sing '

earned income disregards. The changes ranged from reﬁioxdng the time limit on the standard AFDC

disregard to disregarding all earned income up to the poveﬁ:y line. .
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Approval Dates of Major Statewide Welfare Waivers in the Bush and Clinton Administrations

. State

~ Any Major

IOBS

Sanctions

24

term. work req, family cap - Eamings Disregard
Statewide Waiver time limit time himut ‘

Alabama

Alaska

Arizons 5/22/95 5/22/95 5022195 5/22/95

Arkansas _4/5/94 4/5/94

California 10/29/92 9/11/95 8/19/96 911795 8/19/96 10/29/92

Colorado ' -

Comnecticut 8:’29;@4, 12/18/95 12/18/95 - 12/18/95 8/29/94, 12/18/95 ‘ 8/29/94_ 8/29/94 -

Delaware 58195 5/8/95 5/8/95 5/8/95 595 5/8195 SIS

DC - - -

Florida 6/26/96 6/26/96 6/26/96

Georgia 11/1/93, 6/24/94 11/1/93 6124794 lill 193

Hawaii 6f24f94l8/1 6/96 8/16/9 6/24/94 B/16/96 -

Idaho 8/19/96 8/19/9¢ 8/19/96

Ninois 11/23/93, 9/30495. 6/26/96 9/30/95 9/30/95 11/23/93 626196

Indiana 12/15/94, 8/16/96 12/15/94 12/15/94 12/15/94 8/16/96

Iowa B/13/93, 4/11/96 8/13/93 8/13/93, 4/11/96 8/13/93 _ 8/13/93
| Kansas '

Kentucky

Louisiana

Maine 6/10/96 6/10/96

Marviand 8/14/95, 8/16/96 8/14/95 8/16/96 8/16/96 B/16/36

Massachusetts _BM/95 8/4/95 {/4/95 R/4/95 8/4/95 R/4/95

Michigdn ‘ 8/1/92. 10/6/94 8/1/92- | 10/6/94 - 8/1/92 10/6/94

Minnesota ' i




State _ Any Major term. ~work req. family cap JOBS Eamings Disregard Sanctions
' _ Statewide Waiver time limit | time limit _ : :
Mississippi 9/1195 9/1/95 ﬂ
Missour - 4/18/95 . 4118595 o 4/18195
Monltana 4/18/95 4/18/95 4/18/95 4/18/95
Nebréska 2!27-/95 227135 2/27/95 2727195 2127195 2027195
Nevada _ 3 _
New Hamp'shirér' 6/18/96 6/18/96 6/18/96 6/18/96 . 6/18/96
New Jersev 7/1/92 ' 71493 92 711/92 7/1/92
I New Mexico ' ‘ .
i New York

North Caroling 2/5/96 21596 _ 20509 21509 2/5/96
North Dakota_ .
Ohio 3/13/96 3/13/96 3/13/96 313/96 -
Oklahoma | | |
Qregon 7415792, 3128/.96 3/28/96 7/15/92, 3/28/96 328196
Pennsvlvania - '
Rhode Island
South Carolina L '5/3/96 5!3/96 ‘ 53196 5/3/96 573196
South Dakota 3/14/94 314594 . 3/14/94
Tennessee 7/25/96 T125/96 ' 7/25/96 . 172596 7/25/96 __ 125796
Texas 322196 3/22/96 3/22/96 3/22/96
Utah 10/5/92 16/5/92 10/5/92 10/5/92
Vermont 4/12/93 B 4129 4/12/93 4/12/93 4/12/93
Virginia 7/1/95 B 7/1/95 7/1/95 71195 711095 1095
Washington 9/29/95 | 9/29/95
West Virginia 7/31/95 . . 7/31/95
Wiscon;s:'in 624794, 8/14/95 6/24/94 8/14/95 8/14/95
Wyoming | -
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PRELIMINARY & CLOSE HOLD

1st DRAFT _
FOR OFFICIAL USE ONLY May 7, 1997
Table 1: State Characteristics Over Time, by Welfgre Waiver Status
. States without Major States with Major Statewide
- Statewide Waiver Waiver
Short-Term Changes, 1993-1996
| | n (2) 3) Q)
Charactenistic ' 1993 1996 - - 1993 1996
% o-fpopulation'rebciving N 53 47 : 55 - 47
unemployment rate,. . 7.1 5.5 7.1 - 5.4
max AFDC benefit (3 person 453 421 - 420 386
family, 1996 dollars) ' ‘ , ~
Long-Term Changes, 1980-1990
| 1980 | 1990 1980 | 1990
Poverty Rate . 131 14.0 . 123 12.9
% of Families Headed 145 17.0 137 157
by Women - Lo : : .



It DRAFT

PRELIMFNARY & CLOSE HOLD

FOR .CJFFICIAL‘USE ONLY May? 1997
Table 2: Effect of Economic Actlwty and Federal Welfare Waivers
on Rate of AFDC Recipiency
(coefficients multiplied by 100, standard errors in parentheses)
VARIABLE m | @ ®) @ | 6 | ®
! log of maximum 3223 | .-5.91 793 | 11.03 9.99 8.61
, AFDC benefit . (5.10) | (4.80) | (4.80) (4.88) (4.82) (4 83)
 unemployment rate 473 | 310 | -090 | -08 | 091 | -077
(0.35) | (0.20) (0.43) (0.43) (0.42) (0.42)
lagged .‘ 497 | 4386 494 | 479
. unemployment rate (0.42) (0.42) | (041) | (041
" any statewide 940 | -578 | -5.17 -1.64 2.26
+ welfare waiver (226) | (1.949) (1.74) _ (2.05) (2.38)
JOBS sanctions | - -9.69 -8.35 -6.96
' _ (3.00) (2.59) @1y
- JOBS eﬁcemptions 2.64
: - (3.09)
termination - -6.37
. time limits (3.74)
work requirément 2.86
time limits (2.83)
family cap -0.49.
(2.76)
. -earnings disregarcl 0.11
(2.16)
lead of arry ' -6.28
statewide waiver (2.21)
lead of JOBS 1150
sanction waiver (2.60)
state fixed effects - X x X X X
year fixed effects X X X CX X X
state-specific trends X X X X X
Note: The dependent variable is the share of the populatlon recewmg welfare measured n
natural logs. B




o DRAFT : : . . PRELIMINARY & CLOSE HOLI>
FOR OFFICIAL USE ONLY . May 7, 1997

Table 3: Percentage of Change in _Welfare Recipients
' Attributable to Different Factors :
" (Standard Errors in Parentheses)
o " Based on Results in Table 2, Column:
(2) R ), (6)
O 1993-1996
change in unemployment 313 447 | 444 4.1
' o 2.7 32 G2) - (3.2)
welfare waiver approval 149 133 21.8° . 30.9
o | | (o) - (4.5) (6.2) (9.2)
llother - - -- ©s38 | 420 338 25.0
1989-93

change in unemployment 239 308 305 304
‘. | 2oy | en. | en | e
other | | 761 | 692 . 695 69.6




1t DRAFT : : o o ' . PRELIMINARY & CLOSE HOLD
FOR OFFICIAL USE ONLY _ ,' ' . : May 7, 1997

" Table 4: Effect of Economic Activity and Federal Welfare Waivers
on Other Qutcomes
(coefﬁments multiplied by 100, standard érrors in parentheses)
VARIABLE N Ratio of Child to Adult
' - | Total Expenditures on AFDC AFDC Recipients
| L (1) - @
" maximum AFDC benefit . 1LSS | -2.89
‘ (0.98) (0.98)
: unémploymént rate - 0.95 C : ‘ 0.87
. (0.49) (0.49)
. lagged unemployment rate 301 -3.01
| \ 04n S (047
" any statewide welfare waiver | 0.69 ‘ : -3.92
\ QI8 . (2.77)
- lead of any statewide waiver -7.80 o 0.94
, - @56 e (2.56)
JOBS sanctions ‘ ' -7.28 . - 2.64
. S| (3.60) - ' (3.60) .
lead of JOBS sanction waiver -1.82 ' 11.69
| (3.02) L 3.03)
state fixed effects - o x 7 X
year fixed effects _ X 1 x
state-specific trends , ' x . X
Note Both specifications reported are analogous to that reported in Table 2, column 6.
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o ~ Figure 2 |
Reduction In .Welfare Recipients and‘Unempl'oyment__Rate
. 1993t0199%6 o

Reduction in welfare recipients
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State Weifarc Demonstrations Approved By The Clmton Admlmstranon
Contrlbutmg To Welfare Caseload Decline

Today the Councti of Economic Advisors (CEA) 1ssued a repor‘t to explain some of the reasons for the dramatic
decline in the weltare caseload during the last four years. The CEA’s analysis shows that the recent welfare
reform waivers granted to states to test irinovative programs (o move people fron welifare to work have |
contributed significantly to the declining weifare rolls : |

‘ Begmnmg The Movc Toward A New Welfare System
Since takmg office, the Clinton Administration has approved 80 welfare reform programs in 43 states — more than
.all previous Adm1mstrat10ns combined. By.waiving certain provisions in federal statutes, states were allowed to
“require work, time-Jimit assistance, make work pay, improve child support enforcement, and encourage parental
respon51b111ty By the time the welfare reform bill was signed, -these welfare demonstrations covered more than 10
mitlion. people appro*clmately 75 percent of all welfare recipients. For example:

Oregon: In Seprember 1994 and March'1996, Oregon recelved wawers from the Clinton Administration to test

an employment-focused approach to moving people from welfare to work, by involving people in job-related
activities, providing supports for employment such as child care and transportation. Oregon also provides

.. subsidized public or private employment by combining AFDC grants and cashed-out Food Stamp allotments. The "
state time limits assistance to. 24 nonths within any 7 year period; requires minor parents to live at home or in an
adult-supervised setting; and offers each program pammpant an Individual DevelopmenU’Educatxon :Account

which will allow them to continue their education and training. And Oregon’s new welfare plan mirrors “Oregon
Option,” the statewide demonstration project approved in March 1996 From January 1993 {0 January 1997,
Oregon’: s welfare caseload deehned by 43 percent _

Anzona Arizona’s “Employ ing and Mowng People Off Wellare and Encou.raglng Responsrbxhty
{EMPOWER) project, approved by the Clinton Administration in May 1995, takes a comprehensive approach to
encouraging work and self sufficiency. In addition to time limiting cash assistance and imposing a family cap,
Arizona also requires participants {0 sign an individual responsibility pian, uses cash assistance and Food Stamp
- benefits as incentives to employers to hire recipients, and makes work pay by creating individual development
accounts to allow recipients to achieve education or training goals, In its new welfare plan, Arizona chose to
continue with all the provisions in its EMPOWLER demonistration project From January 1993 to January 1997
Anzona s \xelfare caseload declmed by 22 percent.- ,

Bulldlng on State Demonslrallon Projects * - :

On August 22, the President signed historic welfare reform legislation, embodylng the prmmples of work and
responsibility and buildmg on the successes of state demonstrations. Under the welfare reform bill passed by :
Congress states with waivers that were approved prior to the law's enactment generally may continue their
waivers. 8o far roughly 85 percent of states with welfare plans already certified complete have chosen to continue
or buJId on therr welfare demonstranon pro;ect approved hy the Chnton Admlmstratton

B'lckground ' '

Since President Clinton took ofﬂce welfare roHs have decreased by nearly 2 & million people or 20 percent.

. Forty-seven out of fifty states have seen their caseloads decline, many by more than 20 percent. According to the
CEA’s report released today, over 40 percent of the reduction in the welfare rolls can be attributed (o the strong
economic growth during the Clinton Administration, nearly one-third can be attributed to waivers granted to
states 1o test innovative sirategies 10 move people from welfare to work, and the rest is attributed to other

factors -~ such as the Clintan Administration’s priorities to increase the Larned Income Ta\ Credlt strengthen ‘

child. support enforcement, and increase fundmg for child care.

Under section 1115 of the Social Secuuty Act HHS was aut‘norlzed to grant stales waivers of cunent laws
governing the AFDC program. This autherity is mtended to give states the flexibility to demOnstrate aJternatlves

that bener match their resIdents needs.

Sunce January 1993, HHS has approved elghlv welfare. demonstratlon projects in the tollomng states and the
Distfict of Columbia: Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Florida, Georgia, Hawati,
Idaho, tllinots, Indiana, lowa, Kansas, Louisiana, Maine, Maryland Massachusetts Michlgan Minnesota,
Mississippi, Missouri, Montana Nebraska, New Hampshire, New York, North Carohna North Dakota, Ohio,
Oklahoma, Oregon, Pennsylvania, South Caro]ma South Dakota, Tennessee Texas, Utah, Venmont, Vrrglma
Washlnmon Wesi Vnrglma Wisconsin and Wyommg S
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. If the waiver. demonslralion pro;ecta have been so quccessful why did we need the .
- welfare reform law that [he Prebldent smned in August’ ' :

State welfare demonstration projects 'have; been suécessﬁﬂ in moving people from

'-Welfare to self-sufficiency. As the CEA’s analysis shows, recent welfare reform
:wawerq granted to states 1o test innavative programs 10 move people from welfare (o .

work have contributed significantly to the declining welfare tolls. However, the _
welfare law gives states the additional ﬂexrblllty they need to continue and build on
these innovative-programs, while stil} promoting our central principles for welfare

eform: “requiring work; time-limiting cash assistance; strengthemng child support

enforcement; rmaking work pay; and encouraging parental responsibility.

The welfare law also will help many families move from welfare to economic self-

sufficiency because it significantly increased child care funding and strengthened child
support enforcement. The welfare law increased child care funding by nearly $4 billion
over & years, allowing more mothers to leave wetfare for work. In addition, the new law

_ Included the child support enforcemem measures President Clinton proposed in 1994 -

the most sweeping crackdown on nor- paymg parents in hmory
-Ho_w many state plans have been submjtied and certiﬁed co_mplele'?

Foity-seven states have submitted weltare »‘p'lan‘s to be reviewed by HHS, as required by
the weliare law. Forty-one states have been certified complete - meaning their plans
comply with- the federal requrremems mcluclmcr the work requrrcmemq and the tlme
Limit.

'

of the 41 states-which have had their plans certtified compléte,_-nearly 35 states have.

chosen to continue or build on their waiver approved dembnstration projects. For

example, Oregon and Arizona, both have chosen 16 conlinue the provisions of [hEU'
-innovative wc,lrare demonbtrarlon pr0jects as part of 1herr new stdte pldns

ooy



)‘ - CEA documait

Q & A’S FOR WELFARE CASELOAD PAPER

1) Can other factors explain the relationship between waivers and welfare receipt?

It’s possible, but unlikely. One set of reasons why welfare receipt may have fallen is that other
policy changes were occurring at the same time. For instance, the EITC was broadened in 1996
and 1993. Those changes increased the returns to work and could have provided an incentive
for some to get a job and leave the welfare rolls, Our results are based on different patterns
across states, not national changes, so any policy change that affects all states cannot explain our
results. To the extent that states introduced other policies that may have altered people’s
decision to collect welfare benefits (like additional spendmg on child care or training programs)
at about the same time as they received waivers, it is possible that we are madvertently .
attributing the reductlon to waivers.'We know of no such changes.

2) How have the changes in demograph:c charactenstlcs contributed to the caseload decline?

Changes in household composition clearly have taken place over the past few decades as out- of- '
wedlock births, divorce, and female-headed households have become more prevalent. Because-
. the main cash transfer program largely targets single mothers with children, we should expect
——  to see an increase in the welfare caseload, not a decline. |

3) Has the increase in income inequality contributed to changes in the welfare caseload?

Qur nation’s poorest households have done worse over time, Because welfare is means-tested,
this should increase the size of the welfare caseload, not decrease it.

4) Did those who left the welfare rolls get jobs?

.Actually, we really do not know the answer to this question. This research has focused
specifically on the effects of waivers on the number of people collecting welfare benefits' and not
on their outcomes if they left the rolls. In fact, determining the effect of waivers on employment.

- outcomes for former welfare recipients is a very important question and one that deserves further
attention.

5) Could your results be explained by welfare recipients moving out of a state that received a
waiver into a different state that was more-hospitable to welfare recipients?

It is possible, but I believe it is unlikely. This question has often been asked regarding differences
in welfare generosity that exist across states. Some states offer much larger benefits than other
states and- that might induce people to migrate in search of larger checks. The academic
literature on this topic provides little evidence that this sort of behavior occurs. If it does not

' happen in response to differences in benefit levels, 1t seems unlikely that it would happen in
response to a waiver. :



6) In a state like Wisconsin, that has been very aggressive in implementing reforms, we know that

the response in places like Milwaukee has been less encouraging than in rural areas. Does your

analysis take into account changes in welfare receipt that might be occurring within a state?
No. It certainly is possible that some welfare recipients in inner cities may respond differently
to a waiver than others. Qur analysis is conducted only at the state level, however, so what we
have identified is the average of the effect of waivers in inner cities than in outlying areas. '

7 Your analysis considers six different types of waivers, but only sanctions seem to matter. Does
this mean that the other pollmes should not be introduced? -

- Sanctions were the only speqﬁc pollcy that we were able to identify that reduced welfare
caseloads. This does not mean that the other policies had no effect. First, many states received
waivers that included several of the different provisions and picking out the effect of any one of
them is difficult. Second, we found that a state that introduced a major, statewide waiver,
regardless of whether or not it included sanctions, experienced a reduction in the caseload in
advance of the actual waiver approval. This indicates that the act of requesting a waiver may
_have changed the culture of welfare receipt in a state in a way that led people to alter their
‘behavior and find an alternative to welfare.

* 8) An article in the Wall Street Journal indicated that Oklahoma has found fhat their caseload

has dropped significantly in response to more harsh treatment by welfare caseworkers. How do
those sorts of policies relate to what you are finding here? '

Itis possible that a waiver 'request is associated with the way that welfare recipients are treated
in a state. Ifso, the approach we have used would not be able to dlfferentlale which change, the
waiver or the treatment of recipients, led to the decline.

9) One of your figures shows that the rate of welfare receipt'i_ncreased a lot between 1989 and
1993, What was going on then?

That is something of a mystery actually. The economy did go into a recession in 1990 that was
followed by a slow recovery through 1993. The recession was relatively mild, however, and
cannot explain the magnitude of the increase. We find that only about 1/3 of the increase can
be attributed to deteriorating economic conditions. Other people (Becky Blank) have also been

- looking into the increase and have been unsuccessful in explaining much of it. Actually, one -

~ possible explanation for what has been going on over the past few years is just the “return to
normal” after a mysterious rise. That is probably not the case, however, because states that
experienced the largest increases between 1989-93 were no more likely to see a large decline
between 1993-96.

10) Do you expect the welfare caseload to continue to fall?

Our results indicate that experimental welfare policies do significantly reduce the welfare

. caseload. Under welfare reform, states will continue to introduce these innovative policies and,
as long as the economy contlnues to expand, these policies may be expected to reduce the
caseload further.
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)R iA State Welfare Demonstrations Approved By The Clinton Admlstrdhon M W
: Contributing To Welfare Caselozd Decline 76/
O Wo  im—~aer f?f P es

Todiy the COLlIlCll of Econormc Advisors (CEA} 1ssued a report to explain some of the reasons for the dramatic-

‘ deame in the welfare caseload during the last four years. The CEA’s analysis shows that the recent welfare
leform walvers granted {o states to lest innovative programs t¢ mave people from welfare to work have
céatributed significantly to the declining welfare rolls.

Bcommn;, The Move Toward A New Welfare System -
Since taking office, the Clinton Administration has approved 80 welfare-to-work programs in 43 states — more
than all previous Admlmstratxons combined. In an average month, these welfare demonstrauons cow 61 more

than 16 mlllion peop]e approximateiy 75 percent ofali v.felfare recipients. ,; ;;r i ¥ ‘//\/g E /. 3

Even betore the Presndent signed the new welfare law i in August, with Lhe Chnton Adnunistration’s- support
states were already reformmolwelfare by requiring work, tune- llmnylg assistance, making work pay. improving
child support enforcement, and encouraging parentai responsibility/ For example: K (%) 20

Oregon: Oregon received waivers from the Clinton Administration in.Se d March' 1996 to test
an employment-focused approach to moving people from-welfare to work, hy involving people in job-related
activities, providing supports for employment such as child care and transportation. Oregon also provides
SUbSldIZCd public or private employment by combining AFDC grants and cashed-out Food Stamp allotments.
And Oregon's new plan mirrors its “Orcgorl Option” demonstration projéct approved in March 1996. From

_ Ianuaq 1993 to January 1997, Oregon’s welfare caselglad has declined by 43 percent -

E e T = 17 e e vl

Ohio: Ohio received three waivers fiamrthe Clinton Admlmstratkon in March and eptem er 1995 and March, \Q_
1996. Tn addition to time-linuting cash assistance and creating partnerships with the private sector to create job
opportunities tor welfare recipients, Ohio has focused on encouraging teen- parents to.take responsibility, stay in

> school and -prepare [or work. The State requires AFDC recipients, who are either pregnant or parents under the

~ age of 20, to attend school or-a program leading to a high school diploma or equivalent and provides a financial M\j\ )
rcward for compliance., Ohio’s new welfare plan builds-on their waiver demonstration projects. From Tanuar\f ‘

1993 Januar\ 1997, Ohio’s we!tare Labtload has declined by 28 percwt . o
- h

Building on State Demonstratmn PmJects
On August 27‘ the President signed histaric w elfare reform legtslatwn embodymg the prmCJpIes of w ork and

wawcrﬂ""en when they conﬂlc wit
difeadyert cemﬁemﬁme cl 1osen 1o continue or buﬂd on thelr weifare demonstration pro;ect appro»ed by

the Chinton Admmmtl auon

Background GO 7

Since President Clinton took ofﬁce weilare rolls have decreased by nearly 2.8 rmlhon people or 20 percent.
Forty-six out of fifty states and the DlStnCt of Columbia have seen their caseloads decline, many by more than
20 percent. According to'the CEA’s report released today. 34 percent of the reduction in'the welfare rolis can be
attributed to the strong economic growth during the Clintdr ' Administration, 3| percent can be attributed to
waivers gran[ed 1o states 1o test innovative strategies Lo move people from welfare 10 wark and 25 percent is

attributed 10 other unidentified factors. :
= e T A

Under section 1115 of the Social Security Act, HHS 1s authorized to grant states waivers of current laws
governing the AFDC and Medicaid programs. This authority is intended to give states Lhe flexibility to
df,monsl:ate alternatives that better match their residents’ needs.

Since January 1993, HHS has approved,elgh_ty welfare demonstration projects in the following states and the .
District of Columbia: Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Florida, Georgia,
Hawai, Idaho, [{linois, Indiana. Towa, Kansas, Louisiana, Maine, Maryland, Massachusetts, Michigan,
Minnesota, Mississippi. Missouri, Montana, Nebraska, New Hampshire, New York, North Carolina, North
Dakota, 0!110 Okiahoma, Oreﬂon Pennwl\ ania, South Carolina, South Dakota, Tennessce Texas, Ltah
Vermonl Virginia, W a:;hmcton. West Virginia, Wisconsin and Wyommo
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Prior to Welfare Law, More Than Half the Nation Enacted Welfare Reform Under Clintop Administration

Today the Council of Economic Advisors releases a report showing that the récent welfare réform waivers graated to states to‘test innovative programs to-
- move people from wellare 1o work have contributed significantly to the declining welfare rolls.: Since January 1993, the Clinfon Administration has

approved 80 welfare reform demonstrations in 43 statcs and the District of Columbia -~ more than all previous Administrations combined.

In an

average month, the demonstrations cover over 10 million people -- approximately 75 percent of all recipients. Even before the President signed the new
wclfare taw in August, with the Clinton Administration’s support, states were already reforming welfare by requiring work time-limiting assistance,

making work pay, improving child support Lnfor(.em(:nt and encouraging perntal respomlblhty

PRINCIPLE

- DESCI{[_PTION

STATES APPROVED

Worke

Thirtv-Six states ar¢ helping people move from
welfare to work, from receiving welfare checks to
caring paychecks, by increasing education and
(raining opportunitics and ceeating public/privale .
sector partnerships.

36 - Arizona, Conneclicut, Delaware, District of Columbia, Florida,
Georgia, Haw'lii Idaho Iliinois, ]_ndiaria Kansa’§ Mary!and
Montana, Ncbia<ka Ncw Hampslnre North quoial!iﬁ‘ Norlh Dakola
Ohio, Oklahoma. Oregon South.Carolina, South Dakota, Tengessee,
TL\dS Utah, Vermont, Virginia, Wesl Virginia, Wisconsin,. \V)onnn°

Time Limited Cash Assistance

Thirty-One states dre niaking wellare a transitional
support system. rather than 2 way ol ife, by
providing opportunily, but demanding
responsibility in retuen,

1/ - Arizona, Colorado, Connecticut, Delaware, DsmctofCo]umbla
Florida, Georgia, Hawait, 1llincis, Indiana, Towa, L.ouisiana,
Maryland, Massachuserns, M:ch:oan Missouri, Montana, Nebraska,
New H']mpshm North Carolina. North Dakots, Ohio, Oklahoma,
Qregon, South Carotina, South Dakota, Tenneqaee 1*.\'15 Vcrmont
Washmgton Wisconsin :

Child Support Enforcement

Twenry-Seven siages are strengthening child support
enforcement and sending a ¢clear micssage that hoth

" parents must-be responsible for their children,

27 - Arizona, Counecticut, Delaware, Georgia, Howaii; Tlinois, -
Indiana, Kansas, Maine, Maryland, Massachusetis, Michigan,

Mississippi; Missouri, Montana, New Hampshire, New York, North
Carolina, North Dakola, Ohio, Oregon, South Carolina, Tennessee,
Texas, Vermont, Virginia, Wisconsin '

Making Work Pay

Fo:fy~0,-:e stares are pI(WIdln“ 1nctnt|vc< and
encouraging families to work not stay on welfare, -
50 they can achicve and maintain ecos mrmc self-

| sufficiency.

Colurmnbia, Flonda, Georgia, Hawaii, [llinois, [ndiana, lowa, Kansas,
Maryland, Massachusetts, Maine, Michigan, Minnesota, Mississippi,
Missouri, Montana, Nebraska, New Hampsh:re New York, North
Carolina, North Dakata, Ohio, Oklahoma, Oregon, Pennsylvania, -
South Carolina, South Dakota, Tennessee, Texas, Ulah, Vermont,
Virginia, Washington, West Virgima, Wisconsin, Wyoming

1 Parental Responsibility

Thirty-Ning siates arc promoting parental

responsibitity by encouraging education, or limiting
benefits for familics who have another child while
on ATDC

| North Carolina, North Dakota, Ghio, Okiahoma, Qrcgon,

39 - Arizona, Arkansas, California, Colorade, Connecticut, Delaware,
Distriet of Columbia, Florida, Georgia, Hawaii, Idahe, Tllinois,
Indiana, lowa, Kansas, Louisiana, Mainc, Maryland, Massachusetts,
Michigan, Mississippi, Missouri, Montana, Nebraska, New York,

Pennsylivania, South Carolina, Tennessee, Texas, Utah, Vermont,
Virginta, Wisconsin, Wyoming

47 - Arizona, Califarnia, Colorado, Connecticut. Delaware, District of
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Qregon: OIegOn recewed waivers from the Chn[on Administration in September 1994 and March 1996 to test
an employment-focused approach to moving people from welfare to work, by involving people in job-related
activities, providing supports for employmeant such as child care and transportation. Oregon also provides
subsidized public or private employmerit by combining AFDC grants and cashed-out Food Stanfp allotments.
And Oregon’s new plan mirrors its “Oregon Option™ demonstration project approved in March 1996. From
January 1993 10 January 1997, Oregon’s welfare caseload has declined by 43 percent.

Ohio: -Ohio received three waivers from the Clinton Administration in"March and September 1995 and’
March, 1996. In addition to time-limiting cash assistance and creating partnerships witi the private sector to
create job oppormnities for welfare recipients, Ohio has focused on encouraging teen parents to take
responsibility, stay in school and prepare for work. The. State requires AFDC recipients, who are either .
pregnant or.parents under the age of 20, to attend school or a program ieading to a high school diploma or
equivalent and provides a financial reward for compliance. (hio’s new welfare plan builds on their waiver
demonstration projects. From January 1993 to January 1997, Ohio's welfare caseload has declined by 28

percent.
+ (07

lowa: Iowa's Fama]y Investment Plan which was approved by the Clinton Administration in August 1993,
focuses on individual barriers to self sufficiency. The State requires every welfare recipient to enter into a
personal contract outlining activities- and time frames during which the client is expected to become self-

sufficient, and aher whnch AFDC benefits will be termmated
07( W’fa T~

Indiana: The Indiana Manpower Placement and Comprehensne Trammg Program (IMPACT), which was

approved by the Clinton Administration in December 1994 and August 1996, limits benefits to two years; .

requires recipiznts 10 enter into self-sufficiency agreements; requires wOrk_ and makes work pay by giving 6 /<
subsidies to employers who hire weifare recipients, reaisters recipients for work ar locai employment and

training offices; limits exemptions; imposes a family cap; and strengthens child support enforcement. With

this comprehensive approach, Indiana has decreased it's welfare rolls by 42 percent from January 1993 to

January 1997 Indndna s new welfare plan builds on this statewide demonstration project, '
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Draft Statement
Janét Yellen
EXPLAIN]NG THE DECLINE IN WELFARE RECEIPT 1993-1996
May 8, 1997

The Council of Economic Advisers is releasing today a study that examines the causes of

the substantial deeline in the welfare rolls that has taken place over the‘past four years. Between

January of 1993 and January of 1997 the number of individuals reoelvmg welfare benefits fell - -

| in Ovpy SO YearT,
by20 percent or 2.75 million recipients — the largest decline smee_the-federalaaelfafe-sysiem

In this study, we describe three potential explanations for the decline. First, we look at

the strength of the economy: the labor market has been quite robust, creating almost 12 million

new jobs between January 1993 to January 1997, making it easier for potential welfare recipients

1o find jobs and leave the welfare rolls. ‘Second, we look at the role of federal welfare waivers:

‘over this 4 year period, the federal government has granted to states a. varelty of waivers to

expcnment with innovative approaches to ending welfare dependence The Clmton Administra-

tion granted waivers to 43 states between 1993 and 1996 that included provisions which may

require work and/or training, sanctions for those who do not comply with these requirements, and

limits on the duration of benefit receipt, among other things. Third, other policies like the 1990

* and 1993 expansions of the Earned Income Tax Credit (EITC) and the recent rise in' federal and

state spending on child care made it easier to enter the -labér market and increased the rewards io
work for individuals that might have otherwise chosen w’elfare.

Determmmg the causes of this decline i is partlcularly lmportant in light of recently enacted

. welfare reform legislation that completely overhauls the system of provndmg aid to the poor. If

economic growth was the major contributor to the decline, then continued growth is essential for



further progress in moving people fro_ni welfare to work. |On the other hand, if federal pblicies‘

played a significant role, then continued efforts along these lines are likely to lead to additional
red:ictions..

The CEA’s research examines the recent decling in receipt of welfare benefits and provides

estimates of the contribution made by'egonomic growth and one particular federal policy, weélfare

waivers. We used data on the size of the welfare rolls in eai:h state between 1976 and 1996 in our

analysis. The results iridicate that over 40 percent of the decline can be attributed to economic

gro{vth and that almbst one-third is related to waivers, particullarly those that sanction recipients who
do not comply with work requirements. Other factors, which might include additional palicy

initiatives, like expansion of the eamed income tax credit, acl-:count for the remainder.

- These findings suggest that we may expect to see a continued decline in the welfare rolls in
: P ‘

the coming years. The current health and strength of the e!<ionomy'wiﬂ_ﬁ13ke it easier for welfare

recipients to find jobs and move off welfare. But, significantly, the CEA ﬁnd’ingé suggest that it is
not the strength of the economy alo‘m:‘.that has been respdnsible for 'declining welfare caseloads.

- Based on past experience, st@designedlto move recipients off the welfare rolls are

likely to continue to have some success.

Thank you. Twould be happy to answer any questions that you have about the CEA analysis.




