
T ALKJNG POINTS -- CEA STUDY 


w~ '-<, \, ..\...,:. ~ 
I. This study is further proof that welfare reform works. Now we know: l~h-e:sott:r.ee;ofthe 
record drop in welfare cnseloads iSI1 't .just the ec~moiny, stupid. It's welfare reform as well. 

2. The welt~lre rdorm measures we began over the last 4 years are having a real impact, even 
before the new law was signed. The top 10 states in caseload reduction all received waivers from 
this Administration, and the acknowledged leaders in welfare reform have seen the most 
drarriatic reductions -- Wisconsin (49%), Oregon (43%), Indiana (42%).' 

, [Others: WV-43, OK-40, TN-3':), Ml-38, MA-37, ND-37, SC-36] 

3. This evidence suggests that there is more good news to come. ,Wegranted 80 waivers to 43 
states. Most of these waivers took effept in 95 & 96, and not every state waiver was statewide. 
Moreover, in many states, the work requirements and time limits did not take etfect in this 
peria'd. If we saw these results with ~rily some of the states pushing full-scale retorms, we ' 
should expect continued reductions under the new law, which requires all 50 states to do 
everything in theil' power. ~~~ W\'.-V , ' 

4. The magnitude of the caseload drop is stunning. 2.8m over 4 yrs, fl:OI11 14.1 to 11.35. That's 
20% drop, a record. : 

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

-- It's across the board -- 47 st~tes, even major cities (eg Milwaukee in NYT on Wed.). 
-- States now have almost 25%: more $ to spend on WR than before law was passed. 

- -re.t--- ~'11 .--" ..:h.. - "\ "I 13 • 
5. Budget agmt gives us new resources to do even more: - olw \',ftL \(""C-\"t.. - \'\ 1',('~

$2 billion for WTW 

$600m for WTW tax credits 

$10b for immigrants and $2.5b for food stamps 
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:EXPLAINING THE DECLINE IN WELFARE RECEIPT, 1993-19961 

! 

I 
During the first four years ofthe COOton Administration, from January 1993 to January 1997, 

I 

the'number of individuals receiving welfare fell by 20 percent, or 2.75 million recipients - the largest 
decline in over 50 years.2 Three potential explanations for this decline are (1) economic growth, 
which created 12 million new jobs over the period, (2) FedJral waivers, which allowed 43 states to 

, " I 

experiment with innovative ideas to help reduce welfare dependency, and (3) other policies affecting 
work-related incentives, including the 1990 and 1993 exparlsions qfthe Earned Income Tax Credit 
(EITC) and the recent rise in federal and state spending on Ichild care~ It is important to determine 
the causes of this decline in light of the recently enacted ~elfare reform legislation. If economic 
growth was the major contributor, then continued growtH seems.essential for further progress in 
moving people from welfare to work. Ir'federal policies played a significant role, however, then 
continued efforts along these lines are likely to lead to additional reductions, A statistical analysis 
(d~scribed in the Companion technic8J.'paper to this report) shows that over 40 percent ofthedecline 
resulted from afalling unemployment rate associated with the economic expansion and almost one
third from statewide ~elfare reform waivers (Figure 1),3 Gther factors (which might include other 
policy initiatives, such as the EITC) account for the remainder.' 

" ,,' ',I' . , , 
Figure 1 

Reasons for the Decline in Welfare C,aseloads, 1993-1996 
'" 'I 

Econ,omic expansion 

Welfare waivers 
,Other factors 

, I , 

IWe are grateful to the U.S. Department of Health and H~ Services, Office oime Assistant Secretary for 
Planning and Evaluation for providing technicfll assistance in prep~ring this report> 

i 
2The statistical anilysis 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 (Octo,ber l,l992 to September 30, 1996), me average 
monthly share of the population receiv~g welfare fell from 5.4 percent to 4.7 percent. 

, ., i· 

\ 'Eight states received waivers that affected only a small part of the state, typically a few counties .. Waivers 
granted to. these, states are not included in this analysis. r '/; 
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WELFARE CASELOADS AND THE BUSINESS CYCLE 
, 

Welfare caselo.ads tend to. fluctuate o.ver the business cycle, rising when the eco.no.my mo.ves 
into. recessio.n and declining o.nce a reco.very is underway and the eco.no.my is expanding. Fo.r 
example, the propo.rtio.n o.fthe po.pulatio.n receiving welfare fell during the expansio.n o.f the late 1970s 
and ro.se as the eco.no.my went into. recessio.n in 1980 (Figure 2).4 Between .1989 and 1993, the 
propo.rtio.n o.fthe po.pulatio.n receiving ~elfare sho.t up 25: percent, reaching its highest level ever. 
The recessio.n o.f 1990-1991 and the weak labDr market thro.ugh 1992 certainly co.ntributed to. this 
increase, hindering the effo.rts o.ftho.se welfare recipients s:eeking wo.rk. One might be tempted to. 
argue that the subsequent decline between 1993 and 1996 simply reflected the no.rmal return to. wo.rk 
o.f welfare recipients who. fere unable to.: find jo.bs when t~e eco.no.my wa~ weak. 

, 'Figure 2 I 

Unemplo.yment Rate and Rate o.f ,Welfare Receipt' 
, 
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The business cycle alo.ne, ho.wever, is unlikely to.l acco.unt fo.r the entire decline in welfare 
recipiency after 1993. The 1990-1991 recessio.n was relatively mild; the annual unemplo.yment rate 
peaked at 7.5 percent in 1992, m~ch Io.wer than the beak rates in the 1974-75 and 1981-82 . , 

recessio.ns. It seems improbable that a mo.derate recessio.n wo.uld lead to. such severe swings in the. 
rate o.f welfare receipt. . Mo.reo.ver, so.me states with large reductio.ns in their unemplo.yment rate 
during this perio.d did no.t experience big drops in their welfare caselo.ad, while o.ther states saw a big 
dro.p in welfare receipt even tho.ugh the~r unemplo.yment decline was,mo.derate (see attached map). 
Fo.r that reaso.n it is impo.rtant to. lo.o.k at o.ther facto.rs, including the po.ssible impact o.f changes in 
welfare pro.grams during that time. : 

, I 

, i 
4Two anomalous episodes occwred as well. First, welfare recip'iency declined sharply in 1982 despite 11' worsening 

eConomy. This was because pOlicy changes enacted in !he Omnibus BudgetReconciliation Act ,of 1981 substantially reduced 
welfare eligibility. Second, the dramatic swing in welfare recipiency between 1989 and 1996 was larger than might have 
been expected based on the relatively mild 199Q-91 recession, : ,/' 

.2 
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FEDERAL WELFARE WAIVERS 

Aid to Families with Dependent Children (AFDC) wa~ the Nl;l,tion'sprimary welfare program 
until last year. The AFDC program was administered by the states, subject to Federal requirements. 
Since 1962, ,the Secretary ofHea1th and Human Services has ijad the authority to waive some of these 
requirements ifstates proposed experimental or pilot program' changes that furthered the goals 'of the 
AFDC program. The Bush administration was the first to use this authority extensively, especially 
in its final year. But the Clinton Administration expanded the number ofwaivers dramatically after 
1993, granting waivers to a total of43 states. ! 

Waivers granted 'to states to implement experiment ttl welfare' policies generally contained a 
number of provisions that varied greatly ili scope. Some wer¢ pilot programs that could not have had 
much effect on the size of a state's overall welfare caseload. Others covered a larger sh~re of the 
state's welfare 'population but included some relatively minor provisions that probably had little,effect 
on'the number ofwelfare recipients statewide. Six broad categories ofwaivers that potentially might 

" , 
have had an observable effect in reducing state welfare caseloads are: 

! • ! 

• 	 Termination time limits. States receiving this type bfwaiver are allowed to limit the length 
of time recipients can collect benefits. Once that liinit 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 required to ~ccept work or enter a training program 
in exchange for their benefits. [ 

, 	 , 

• 	 Reduced JOBS exemptions. The Job OpportJnities 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 participating in the program. 

, 
, 	 ; 

• 	 Increased JOBS sanctions. Some states argued ~hat sanctions' for recipients who refused 
to participate in JOBS were inadequate and reguested the ability to strengthen those 
sanctions-includjng termination ofbenefits in some cases. ' 

, 	 , 

.' 	 Family cap. Welfare benefits are scaled to family 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 receiving welfare. f 

"" I 

• 	 'Increased earnings disregard.' For many recipi~nts, a dollar in earnings led to almost a 
dollar reduction in their welfare benefit, providi~g a disincentive to work. Some states 
requested waivers to increase the amount ofeamihgs that welfare recipients could keep. 
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, The number ofstates 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). " . , 

, Figure 3 
Number of Approved Statewide Waivers 
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THE STATISTICAL ANALYSIS 
\ i ' 

Several fact~rs besides economic Conditions and waivers are likely to affect the rate ofwelfare 
receipt; , An increase in female-headed familieswillte~d to increase this rate because the welfare 

, system strongly favors single mothers with children. Th~ generosity of welfare benefits 8Jso may 
affect the number of poor individuals who: seek benefit~. Labor market returns for less-skilled, 
workers, national changes in welfare policy, and cultural attitudes towards welfare receipt, also may 
playa role. The task ofa statistical analysis is to disentangle the separate effects of these factors in 
order to identify the relationship between each of them aQd welfare receipt. 

I 
The exercise reported here use~ state-level data from 1976 through 1996 to estimate the 

contributions ofeconomic growth (measured by the change:in the unemployment rate) and approved 
state waivers to the-recent decline in welfare receipt. The ~se of state level data allow$ us to control 
for changes that affect welfare receipt 'across the entire country ala point in time, such as national 

, ',1 . 
i . 

" 

i 
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changes in welfare policy. S The relationship between, say, economic conditions and the rate of 
welfare receipt can still be identified because recessions tendtp 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 
folloVving changes in welfare receipt within' a state before and after the waiver; Using techniques like 
these, a statistical analysis can estimate the effects ofeconomic activity and waivers on the size of the 

! 

welfare rolls holding 'other things that affect welfare receipt constant. 6 
, 

An Example 

Figure 4 presents a comparison of Florida and Georgia that is intended to provide some 
intuition for the statistical methodology and the manner in v.:hich the effects ofeconomic 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 ofthe population receiving AFDC ovet the same period. Taking the difference, , 
between the two states in each year controls for any differendes that affect both states simultaneously. 

, . I 

Because neither state received a waiver until late in the 1996 fiscal year,the difference in trends 
through virtually all of this time period are unaffected by differences in waiver provisions or their 
effectiveness. Throughout most of the expansion of the jmiddle 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, an9 the difference has been slow to recede. 
Subsequently, AFDCreceipt shows an increase in Florida relative to Georgia. ,The full statistical 
analysis uses this sort ofapproach to identifY the effects of b6th waivers and economic activity on the 

, ' !. , 

rate ofwelfare receipt in all states over ~ime. 

5Although the effects of changes in national welfare policy cannot be determined using this methodology, some 
reCent policies may have contributed to the decline. The 1993 increase in the Earned Income Tax Credit increased the 
retunlS to work. hlCreases in child care SUbsidies made it easier for patents to work. Enhanced efforts to collect more 
child support raised the incomes of some mothers, reducing their reliahce on welfare. The impact of these policies Oli 
the rate of welfare receipt cannot be identified separately in this analysis because they apply equally in all states at allY 
tiIDe; it is incorporated into the effect of other, unidentified factors ..: 

6Jllis methodology does include some fumtations that may pkc1ude a "ca~sal" 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 mi<;leadingJ Second, it is possible that the estimated effect of 
waivers on AIDe receipt may be capturing the tendency for states with;shrinking welfare rolls to be the ones most willing 
to experiment with the sort of waiver policies eX!lIl1ined here. .: "" 
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, Figure 4 i 
A Comparison of Florida and Georgia 
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The Timing of the Welfare Caseload Response 
, 	 , 

A number ofother tests were, conducted to explore; more complicated relationships between 
economic activity, waivers, and the welfare caseload, particularly the possibility that impacts on the 
r~te of welfare receipt might not be contemporaneous with changes in unemployment or 
implementation of waivers: 

• 	 Delayed responses~ Changes in unemployment m~y affect the welfare caseload only after a 
, ,delay. 	 For instance, the onset ofa fecession 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':skillerl workers may 

, 
, , be the'last ones ,hired. 

• 	 Arlvan'ce respo~ses. Waiver policies may have ~ome 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 recipients: to seek work more intensively than they 
might have otherwise or because they chose not to apply for benefits, perhaps concerned that 
they would be treated more harshly by welfare officials. ' 

6 
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iRESULTS I, 

The results of this analysis indicate a strong reiati0I1ship between the welfare caseload and 
both economic activity and Federal welfare waivers. i . 

I 
, 	 ,I 

, • 	 Changes in the welfare caseload do appear to respond to .changes in the unemployment rate 
with a delay. 

i • 	 States' that instituted a major, statewide waiver did experience a decline in the welfare 
caseload in advance of the actual waiver approval. , 

'. 	 Waivers that included strengthened JOBS sanctions;wererelated to a decline in the rate of 
welfare receipt that did not preced:e the waiver approvaL 

• 	 Overall, over 40 percent of the decline in welfare ~eceipt between 1993 and 1996 can be 
attributed to ecOnomic growth, almost one-third wasirelated to federal welfare waivers, and 
the remainder was due to other, uryidentified factors .. 

, 
I 

. These findings say nothing about the outcomes for ¥ose individuals who otherwise would 
have collected benefits had waivers not been granted. AddiHonal research th'at can determine how 
indiViduals fared under the alternative waiver provisions, rathe:r than an aggregate analysis examining 
the statewide caseload, clearly is desirable to help address this issue. ' 

i, 
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...Reduction in Welfare Recipients and Unemployment Rate' .. 
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EXPLAINING THE DECLINE IN WELFARE RECEIPT, 1993-19961 

,During the first 4 years of the clinton Administr~tion, from January 1993 to January of 

1997, the number of individuals receiving welfare benefits fell by 20 percent, or 2.75 million 

2recipients - the' largest decline in 'over 50 years. Three potential factors that may have 

contributed to the dramatic decline in the welfare rolls over the period are economic growth, 

federal welfare waivers, and other policies affecting work-related incentives. First, the recession, 
~ 	 . ,', 


, , 


of 1990-1991 may have hindered the efforts of welfare recipients who were seeking work; as the 

labor market subsequently ~e more robust, creating almost 12 million new jobs from January 
, 	 , 

1993 to January 1997, these individuals may have found jobs more easily and left the welfare 

rolls. Second, over this period federal waivers granted, to states to experiment with innovative 
, 	 , 

approaches to ending welfare dependence may have also played a role. The Clinton Administra
'," '1 "," 	 . . 

ti,cm 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 
I 

, 	 ' ' 

li'mits on'theduration oft>enefit receipt, among other things. Third, other policies like the 1990 

, , 

and 1993 expansions of the Earned Income T~ Credit, (EITC) and the recent rise in federal and 

, 	 , 

state spending on chilcJ care made it easier to enter the labor market and increased the rewards to, 

~ork for individuals that might have otherwise chosen :welfare. 

, i 
~ . 	 . 

lWe are grateful to the U.S, Department of Health and Human Services, Office of the Assistant Secretary for 
Planning and 'Evaluation for providing tecbnicalassistance in prepflring this, report. 

2The statistical analysis 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 to September 30, 1996), the average 
monthly share of the population receiving welfare fell from 5.4 Pt;rcent to 4.7 percent. ' '" 
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It is particularly important to determine the causes of this decline in .light of recently 
, . 

enacted welfare reform legislation that Completely overhauls the system of providing aid to the 
i 

poor. If economic growth was the major contributor to the decline, then continued growth is 
.' . 

essential. for further progress.ill moving people from welfare to work. On the other hand, if 

federal policies played a significant role, then continued efforts along these lines are likely to lead 

to additional reductions. 

This paper will examine the recent decline in receipt of welfare benefits and provide 

estimates of the contribution ~ade by economic growth and one particular federal policy, welfare' 

w¥vers. State-level data from 1976-1996 are used in the analysis. The statistical methodology 

employed controls for differences in the rate ofwelfare receipt across states that are roughly constant 
r' , . ' 

. I 

over time, differences over time that are constant across states, and trends over time that may differ 

between states. This approach allows us to isolate the effects of economic growth and waivers on 

welfare receipt assuming that noneofthes~otherfactors had changed. The results indicate that over 

40 percent of the decline can be attributed to economic groWth and that almost one-third is related 
" . " ~ . ", 

to waivers, particularly those that sanction recipients who do not comply with work requirements. 

Other fa~tors, which might include additional policy. initiatives (like the EITe), account for the 

remainder. 

WELFARE RECEIPT AND THE BUSINESS CYCLE 

Figure 1 displays the trend in the unemploymentrat~ and the share of the population receiving 

welfare benefits between 1976 and 1996. The expansion of the late 1970s is reflected in a declining 

share of the popUlation recdvingwelfare over that period. As the economy fell into a recession in 
. ! 

2 




1980-81, welfare rolls began to increase: However, the f11assive recession of 1981-82 actually 
, 

coincided with a decline in the rate of welfare recipiency. The explanation for this paradox is the 

Omnibus Budget Reconciliation Act of 1981 (OBRA 198D, which reduced AFDC eligibility at 

exactly the time when one might have expected to see a large increase in AFDC receipt. The 

extended recovery of 1983-1~89 apparently had little effect on the welfare. rolls, perhaps because 

those whootherwise.would have entered the welfare rolls were prevented from doing so in that 

recession. 

The recession of 1990-91 had a dramatic impact on the rate of welfare receipt; the share 

, I • , 

of the populCition receiving welfare rose 25 percent betWeen 1989 and 1993 to its highest level 

ever. Given the large increase during that recession, the decline in the rate of benefit receipt 
, ,. , . 

between 1993 and 1996. might have reflected a return to work of welfare recipients who were 

unable to find jobs during bad times. But the 1990-91 recession was relatively mild, with a peak 

unemployment rate of 7. 8 percent in June 1992,much lower th~ 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 welfare receipt. 

Moreover, geographic variatiqn in changes in the unemployment rate and the rate of 

welfare recipiency indicates that factors other than economic growth also contributed to the fall . 
I 

iri the rolls. Figure 2 displays the change in the share of ;the population receiving AFDC and the 
• M' 

change in the unemployment rate ineach state between 1993 and 1996. The correlation between 

changes in unemployment and welfar;ereceipt is not perfect. For instance,between fiscal years 

1993 and 1996, the unemployment rate in Pennsylvania fell by more' than the national average of 

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

3 




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

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

OTHER FACTORS mAT AFFECT WELFARE RECEIPT 

Factors besides economic condit~ons .might be related to the rate of welfare receipt and 

could explain recent trends. These factors include federal waivers awarded to states to introduce 

new welfare policies, other changes in federal policy ttiatalter the environment for low-income 

households, and changes in demographic composition that may alter the share of the population 

. eligible for welfare.' 

WAIVERS 

The most recent policy change directly linked to'welfare r.eceipt, and the focus of much 

ofthe remainder of this analysis, is the substantiarincreasein federal waivers granted to states 

. . 

to' implement new and innovative welfare policies. The AFDC program was administered by 

States, but was subject to federal requirements. Since 1962, the Secretary of Health and Human 

Services had the ability to waive some of these requiremef)ts for states proposing experimental or 
, ,. 

pilot programmatic changes that furthered the' goals of the AFDC system. The Reagan 

Administration made some use of this authority,granting:a limited number of waivers that either· 
. , , 

affected a very small share of a state's caseload or were, superseded by national legislative 

cranges.3 The Bush Adrriinistration granted more waivers~ affecting.larger numbers of individuals 

3Because of this, the analysis that follows only examines the effect of waivers approved during the Bush and 
j .'," 

Clinton Administrations. : ,'" 
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within a state, particularly in itS last year or so. Since 1993,' however; the Clinton Administration 

has used waiver authority extensIvely allowing 43 states to experiment in some way with their' 
l " '. . 

'welfare programs. 

'This analysis examines the effeCts of implementing six important waiver provisions in 

most; if not all, of a state (major, state-wide waivers}. Waivers that only applied to pilot sites, 

such as a few coUIIties, are not examined here because the ma~nitUde of any effect on the s~te's 

caSeload' will be too small to detect:4 Many state waivers also include a multitude of provisions 

that affect few individuals and are unlikely to have a substantial impact on the overall rate of 

welfare receipt in the state. Thus, we focus on the following six types of waivers: termination 

at?d work-requirement time limits, reduced JOBS (Job Opportunities and Basic Skills) exemptions, 

increased JOBS sanctions,' family caps, and increased earnings disregards. The data appendix 

d~~cribes each'type,ofwaiver and identifies the dates that each statewide waiver was approved. 

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 such waivers haa been approved; the 'most common form 

Was an increase in the earnings disregard. If this type ofwaiver has any effect on the welfare rolls 

in the short'-run, it would increase welfare recipiencyhecause it increases the number oflow-eamings 

workers ,eligible for benefits. Byfisc~1 '1996, however, 35 states were granted major, statewide" 

waivers.s Sanctions imposed up~n workers who did ~ot live up to their work or job search 

~equirements are the most common., Because these 'and most of the other types of major waivers 

, " 

'Results of preliminary analysis indicated that pilot programs had no discernible effect on the size of a state's 
welfare rolls . 

.5Since, 1993, 43 states have received waivers; but some of them applied to a small share of the state. 
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would be predicted to reduce the likelihood ofbenefit receipt, their expansion over the 1993-1996 

period may have helped reduce the welfare rolls beyond that brought about by economic growth. 6 

The map in Figure 2 also shows th~ states that have implemented major, statewide waivers. 

Some states that have experienced "large drops in their I welfare rolls without large drops in 

unemployment, like Virginia, have also received waivers. In contrast, other states in which 
I 

unemployment has fallen considerably, but in which large drops in welfare rolls have not occurred, ' 

. , 

like Pennsylvania, have not received any major statewide waiver. Asystematic analysis that 

separately identifies the effects ofwaivers and economic conditions is reported below. 

OTHER WORK-RELATED INCENTIVES 

Several other federal policies introduced over the past several years also may have contributed , 

to changes in the rate ofwelfare receipt. For instance, the EITe was significantly expanded'in 1990. 


and 1993. This tax credit,available for low-wage workers, increased from 14 percent in 1990 


to 40 percent in 1996 and may have made work a better alternative t~an welfare, leading to a 


decline in the welfare rolls. Since 1993, enhanced efforts ,to collect more child support raised the 


. incomes of some mothers, and may have reduced their reliance on welfare. Additional state and 


F,ederal spending on day care may have also made it easier for single mothers to work. 

Changes in Medicaid eligibility over the past decade or so also may have affected the size 

of the welfare rolls. Since 1986 the link between A,FDC and Medicaid eligibility has been broken 

and over time the number of poor children eligible for Medicaid has 'risen dramatically. The fact 

6Moffitt (1996) has argued that the JOBS program (and, by implication, an extension of the JOBS program) 

Inay provide incentives for some to participate in welfare programs so that they can receive the potential benefits of 

these policies and could lead to an increase in the caseload. ' ,'," 
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that some low-income individuals can now work without iosiQg Medicaid benefits for their 

child~en .may reduce the rate of welfare receipt. 7 In fact, :Yeiowitz (1996) finds that changes in 

Medicaid eligibility through 1991 led to a moderate reduction. Although eligibility has continued 

to expand since then, the expansions have been smaller than those that took place in the late 1980s 

and are unlikely to account for a substatltial share of the reduction ip welfare receipt. 8 

DEMOGRAPHIC CHANGE 

The AFDC program was largely targeted to single, mothers, with children and this 

demographic group has grown over tim~. The share of families headed by women rose from 10 

percent to 18 percent between 1970 ,and 1995, which fully explains the increase in child poverty 

over the period. OUt-of-wedlock birth rates have also been on the rise. The relationship between' 

these factors and AFDC eligibility suggests that the welfare rolls should have increased over time. , 
, ' , 

In fact, Gabe (1992) argues that the growth in never-married female-headed families was largely 

responsible for the increase in welfare caseloads between 1987 and 1991. These factors actually 

suggest that we should have expected to see a continued expansion in the rate of welfare receipt; *the observed declin~between 1993 and 1996 means that other offsetting factors were more 
, 

important in determining recent trends. 

'It is also possible thafexpanded Medicaid eligibility may hav~ increased AFDC participation. As more people 
come into contact with the social welfare system through Medicaid, they may flild that they are eligiblt; for AFDC 
penefits as well.' , 

SThis analysis does control for some of the recent changes in Medicaid eligibility that have occured at the 
national level even dlOUgh their effects cannot be separately identified from other factors that affect all states in a given 
year. ' 
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DA TA AND DESCRIPTIVE STATISTICS 

This analysis employs state· level data between the 1976 and 1996 fiscal years .. Descriptive 

statistics for 1993 and 1996 are reported in Table 1, separately for those states with and without 

approved waivers.9, Columns 1 ~d,2 indi:cate that the shar~ of the population receiving AFDC in 
, ' 

('nonwaiver states" fell 0.6 percentage points, from 5.3 to 4.7 percent. The fall in AFDCrecipiency 

was larger in "waiver states"; the share fell 0.8 percentage points, from 5.5 to 4.7 percent in these 
, : 

states. 10 The unemploYment rate in the two sets of states is virtually 'identical in these years, 

indicating that the large~ fall in the welfare rolls in waiver states cannot be attributed to better 

I 

economic conditions. II Although AFDC benefits are more generous in nonwaiver states, real benefits 

have declined at roughly the same rate in 'both sets of states over the time spa~. 

Other factors besides unemployment and benefit generosity may be related to differences in 

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

9AU AFDC recipients are counted here, including those in two-parent families who receive AFDC-UP. Those 

in the latter category are probably more responsive to business cycle conditions because constraints facing single

parents, like fmding affordable day care for their children while tpey work, are smaller in two-parent families. 

Therefore, they are more able to 'work whenjobs are available. Still,AFDC-UP families represent a very small part 

of the total AFDC caseload and including them in this analysis should have minimal effects on the estimated parameters. 


'OJ'he difference in the average reduction across waiver and nonwaiver states is not statistiCally significant. 
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 nonnal variation across states in the share of the population receiving 
welfare swamps any variation across the groups of states over time. : The regression analysis reported below adjusts 
for dlese 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. 

IlTIlis analysis uses the unemployment rate in each state and fiscal year. Because state level unemployment 
data have only been available since 1976, the 1976 fiscal year imemployment rate is measured just for the last three , 

,qtiarters (January dllough September) of that fiscal year. Other measures of unemployment may be more appropriate 
for this analysis. For instaDce, a measure of unemployment for younger women may better represent the labor market 
opportunities of potential welfure recipients. This measure may be somewhat endogenous, however, because changes 
that affect tlle labor supply of welfare recipients will to some extent, also affect the unemployment rate of younger 
women. TIlerefore, one might want to use the prime-age male unemployment rate because it does not suffer from this 
sort of endogeneity. Unfortunately, neither of these alternative measures is available on a state/year basis;'''' 
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· program that mainly provided benefits to low-income unmarri,ed mothers and their children suggests 

I , 

that the extent of poverty and the share of households: headed by women may also matter. 

unfortunately, obtaining reliable estimates of these measures by state is hampered by small sample 

s~s.in the main source ofhousehold data, the Current Population Survey. Research concerned with 

trends across states in variables such as these generally rely on Census data that are only available 

every 10 years. 

The lower block of Table 1 presents poverty rates and the share of households headed by 

women from ,the 1980 and '1990 Censuses by waiver status in 1996. These statistics can highlight 

whether any long-term trends across states could infl'uence a statistical analysis of welfare receipt. 
\;, . '.' '. . . 

'In :both types of states, both measures have been increasing over time, but increases were larger in 

nonwaiver states. For instance, the share of female-headed households 'increased by 2.0 and 2.5 

p~rcentage points in waiver states and' nonwaiver states, respectively.' If these differential trends 

continued through the 1990s, then one would expect the welfare rolls to fall in waiver states relative 

to nonwaiver states because a smallerrelative share of the p'opulation would be categorically-eligible 

f~r benefits. These trends would bias an analysis ofthe effects ofwaive~s on welfare receipt towards 

the finding that waivers matter. Controls for these trends }Vere included in the statistical analysis to 

help remove this' form ofbias (as discusse<;l below). 

METHODOLOGY 

The stati~tical approach employed in this, analysis is designed toesti,mate the effects of 
, ' 

economic conditions' and federal waiver policy on the; size o(the welfare rolls, holding other 

factors that may affect the rate of welfare receipt constan~. To thaterid, we estimated multivariate 
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models Of the natural log of the share of the population receiving welfare, in a state/year. 12 

Specifically, we ~tiinate OLS regression models of the following form: 13 

(1) 

(2) 

where R represen~ the share of the population receiving AFDC, U is the unemployment rate, W 

. is an indicator variable for welfare waiver status; B represents real maximum AFDC benefits in 

1996 dollars for a three-person family, s indexes states, Undexestime, Ys and Yt represent state 

. , 

an? year fixed effects, and € represents a residual. Year fixed effects capture time-varying factors 

that affect all states in a given year~ Such factors might include changes in welfare policy (like 

OBRA 1981), other changes in policies targeted to low-income individuals (like the Earned 

. In~me Tax Credit), or changes in nationat attitUdes regarding welfare receipt that may have been 

linked to the welfare reform debate. 14 This approach incorporates the contribution of factors like 

these, although we cannot specifically identify the effects of each one on the rate of welfare 

receipt. Similarly, state fixed effects control for time-invariant differ~nces across states, such as 

12Another measure of welfare receipt that could be used as the dependent variilble for this analysis is the, 
Dwnber of familie~, or cases, receiving. benefits. Patterns in the welfare caseload over time may differ across states 
as, the munber of child-{)nly cases bas proliferated at differential rates. All of the models reported below have also been 
estimated using the log of the welfare caseload as the dependent vru;iable and mainly find similar results. The main 
difference is that JOBS sanctions apparently have a larger effect on recipients than on cases. This is consistent with 
the fact that many of these waivers only sanction the parent and maintain benefits for the children so that the case 
remains open even though the nwnber of recipients fell. 

. . 


,. 13These regressions are weighted by the state population in each year to yield parameter estimates that are 

representative of the 'entire country. . 

. "Previous studies Of the welfare casetoad that use national time series data (CBO, 1993) have difficulty 
controlling for this type of pattern in the data.' The results presented in Moffitt (1987) imply that it is important to 
control for such "structural shifts. "/,' 



differences in industrial composition that may affect le~s-skilled. workers or attitudes towards .. . 

welfare recipients . 

. As shown earlier, it is also possible that changes may be occurring over time in otherWise 

unmeasured factors that differ across' states, particularly demographic characteristics like the spare 

of female-headed households. Unfortunately, published data on detailed demographic 

characteristics' such as these are unav3ilable at the state l~vel each year. Such differences could 

be fully accounted for by including the interaction of state and year fixed effects, but a model 

including these interactions is under-identified. Asan alternative, we include a state-specific time· 

trend. If the rate of increase in, say, female-headed households in a state is constant, this 

approach will control for these changeS and provide an unbiased ~stimate of the effects of waivers 

and economic conditions on the welfare rolls. IS The effecits of such changes, however, cannot be 

, . 
separately identified. 

Figure 4 presents a comparisOn of Florida and Georgia 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 s~ of the population receiving AFDC over the same period .. 

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

15If differences across states over time are n~nlinear they ~11 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 will be biased. 
Although few candidates for such changes are readily apparent, one' possibility may be the growth in income inequality 
since the late 1970s, documented in the Economic Report of the President (1997). Blank and Card (1993) show dlat 
the rate of growth in inequality has not been constant and has varied across regions of the country; if these differences 
Occur across states and are correlated with waiver policies they may introduce a bias in the results· reported here. Future 
research should investigate this possibility in more detail. ..... 
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both states. simultaneously. Because neither state received a waiver until late in the 1996 fiscal 

. y~, the difference in trends through virtually all of this time period are unaffected by ·differences 

in 'faiver provisions or their effectiveness. 

Throughout mo·st of the expansion of the middle to late 1980s, unemployment in Georgia 

had been somewhat higher than in Flori~a. Over this period, a steady difference in the rate of 
. ., , , . 

AFDC recipiency is also apparent. This difference may be attributed to differences in the two 

states' welfare systems that do not change over time, attitudes towards welfare receipt and the like 

that are controlled for in the analysi~ conducted here. When the 1990-91 recession hit, 

unemployment in Florida rose considerably relative to that iIi. Georgia, and the difference has been 

slow to recede. Subsequently, AFDC receipt shows an increase in Florida relative to Georgia. 

It is important to note that a delay in this respOnse is apparent as Florida's AFDC caseload did not 

begin to rise relative to Georgia's unti11991 or 1992. This timing of the response in the rate of 

AFDC receipt to changes in unemployment (and waivers) will be examined more carefully in the 

empirical analysis below. 

. RESULTS 

Table 2 presents estimates from different statistical specificatIons based on the regression . 

models represented by equations (1) and (2)~ In column 1, the model does not include state-

specific ·linear time trends and provides a baseline set of estimates to identify the effect of 

including these trends. In this model, the unemployment rate is shown to have a substantial effect 

on the rate ofwelfare receipt; a one percentage point increase in the un employ men t rate increases 
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the rate of welfare receipt by almost 5 percent. t6 States that were granted any major, statewide 

w(iiver had almost a 10 percent fall in the share of the population receiving welfare, based on 

es~mates in this model. Filially, benefit generosity is shown to be significantly positively related 

toAFDC receipt; the share of the popula~on receiving benefits ~ncreases by 3.2 percent for every 
, , 

10 percent increase in maximum monthly benefit payments. 
, ) .,' 

'80lumn 2 presents estimates of the same specification except that state-specific linear 
',: ,~ 

trends are induded~ Omitting these trends will introduce bias if they are correlated with the rate 

of welfare recipiency and any of the other explanatory variables. Estimates presented here 

indicate that these conditions are present.. As illustrated in Ta~le 1, trends in factors like female

, , 
h~ded households and poverty rates across states are correlated with waiver status, and ignoring 

these trends biases the estimated effect of waivers upwards. The estimated effect of introducing 
;' , 

a,major, statewide waiver falls from 9.4 percent in colu'mn 1 to 5.8 percent in column 2. The 

eS,timated responsiven~s of welfare receipt to unemployment is also smaller in this specification. 

One surprising finding in this sPecification is that more generous benefits are estimated to 
, .' 

reduce the welfare rolls, although this effect is not significantly different from zero.17 This 

I 

finding is counterintuitive and is the' result of the statistical procedure that has absorbed a 
, " 

, significant share of the' variability in the data. In a model with state and year, fixed effects and" 

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

16 Additional measures of cyclical activity besides the unemployment rate may have a significant effect on 
w~lfure receipt. Preliminary estimates using the rate of employment 'growth within states over time" however. added' 
no additional explanatory power inmodels that also included lags 'of the unemployment rate. 

I7It is possible that this result is driven by a sort of policy endogeneity where sharp changes 
, cuts in benefit levels occur in response to swelling welfare rolls, providing a negative relationship between these variabies:' 

Benefit cuts in California iii the early 19905 that occurred as caseloads were rising in that state maybe an example of this 
eQ.dogeneity. ,~.:.. 
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those resulting from sharp changes within a state over time in the respective variables. Changes 

like this. are exactly what are observed in variables like unemployment and, particularly, in 

indl~tor variables like. those representing waiver status. AFDC benefits generally exhibit little· 
, . 

of this sort of behavior; typically benefit increases are small and benefit cuts largely occur as 

infl.ation slowly erodes the purchasing power of the benefit. Therefore, with little variation left 

to identify the effect of changes in AFDC benefits, the estimated effect becomes less robust. This· 
, . ." ' 

becomes clear in the subsequent model specifications reported in this table where an increase in 

AFDC benefits is estimated to increase welfare receipt, although some of these ~ffects are only 

marginally statistically significant. In essence, these results indicate that the meth'odology 

employed here is not a particularly powerful one to determine the effects of the generosity of 

AFDC benefits on the level of welfare receipt. 

. . 
Estimates in column 3 are obtained from a model that includes a one-year lagged measure 

, 

of'the unemployment rate within a state, providing a more flexible specification of the timing of 
J 

the response in welfare receipt to econQmic conditions. Lagged unemployment may be related 

to,'welfare receipt if, for in~tance, the onset of a recession leads those low-income workers who 

lose their jobs to.spend some time iooking for a new one while drawing down. ~heir limited assets 

before applying for welfare. As a recession ends, these typically less-skilled workers m~y be the' 
" . 

last ones hired. Evidence appears to support this ~ntuition, as lagged unemployment is strongly 

r~lated to the share of the population receiving welfare.' To interpret these findings, consider a 

lvercentage point increase in the unemployment rate that iasts for two years. In the second year, 
? 

I . 

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 r~ipie?cy in this model. 

So, far; waivers have been aggregated into a simple indicator variable that measures 
. . . . . 

whether any. waiver had been approved. Column 4 presents estimates of the effects of each of the 
:' 

six major types of waivers studied in this. analysis on the rate of welfare receipt. In this model, 

th~ only type of waiver that significantly affects the extent of welfare receipt is JOBS sanctions. 18 

'I'his type of waiver is estimated to reduce the share of the population receiving welfare benefits 

by almost 10 percent. 19 Disaggregation ~f the waiver cat~gories did not substantially <:hange the 

estimated impact of an increase in unemployment. 

One potential shortcoming of the model presented in column ~is that many waivers include 

, 
seyeral of the different types all at once, limiting the ability, of the statistical analysis to separately 

identify their effects. Column 5 presents estimates of a more parsimonious model that includes 

whether the state received any major statewide waiver and whether that waiver included'JOBS 

s~nctions .. In this specification as well, no other type of waiver is shown to have a significant 

effect on welfare receipt besides JOBS sanctions. Again, the responsiveness of the welfare rolls. 
. . 

to the business cycle is relatively unaffected by the changes in waiver specific~tion. The analysis 

reported so far has restricted the effect ofwaivers to be observed no sooner than the time the waiver' 

w,as approved. This restriction does not allow for the possibility that the waiver, application process, 

the pUbliCity surrounding it, and potential changes in case workers' behavior and attitudes may 

lSThis fmding is consistent with Pavetti and:Duke (1995). 

l~ennination time limit waivers are also estimated to reduce the rate of welfare receipt, but the estimated effect 
is. only statistically significant at the 10 percentlevel. 

, , 
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provide a signal to potential recipients that the environment in which the welfare system operates is 

about to change; It may lead some individuals contemplating applying for benefits to find other 

sources of income support, whether from work or elsewhere. This possibility is considered in column 

. " 

6, 'where the presence ofany statewide waiver and those including a sanction provision are included . . 

, ' 

in'the model at the tim~ the waiver was approved and, in separate variables, a year before the waiver 

was approved (a "lead") .. 

. Estimates ofmodels including leadsofthe waiver measures are reported in Column 6 ofTable 
, ..;.. 

2. The "threat effect" ofapplying for a waiver does appear to reduce the number of individu~ls who. 

receive benefits the year before the waiver is approved; the share ofthe population receiving welfare 

is· estimated to faU by 6.3 percent in that year. In the following year no additional reduction is 

observed, On the other hand, the effect o{waivers that include JOBS 'sanctions is not observed until 

the year such a waiver is approved .. 

One alternative to a causal interpretation of t~ese findings is that those states which 
I. . 

implemented waivers were among the ones'that experienced the most dramatic run-up in their 

welfare rolls in the late 1980s and early 199Os. This trend may have inspired the waiver request 
I 

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

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

experience a larger-than-average increase in their welfare rolls between 1989 and 1993. In fact,. 

l,ittle relationship acrosswstatesis apparent between the 1989-1993 increase and the 1993-96 
;. ......, ,...,. , .......... -q::, . 


decline. ,... 

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

receipt l;>etween 1993 and 1996 that can be attributed ,to economic growth and federal welfare 

waivers granted to states.· The product ofthe estimated parameters for, say, unemploymeh't and its 
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, I . 

lag and the respective changes in unemployment in each state between 1993 and 1996 provides an 

estimate of the predicted change in welfare recipiency over the period based solely on changes in 

unemployment. The ratio of the predicted change to the actual change indicates the share of the 

reduction attributed to unemployment. An analogous exercise can be conducted to estimate the 
, . 

extent to which waivers contributed to the decline in the welfare rolls. Other unidentified factors 

wo~ld be responsible for the difference remaining after accounting for these two ~ff~cts. 20 

Table 3 presents the results ofthis exercise for ~~veral ofthe statisticc;tl specifications reported 

in Table 2. The results indicate that the deCline in unemployment that continued through the 

eC9no~c expansion contributed about 44 percent towards the decline in welfare recipiency in models 

that included both contemporaneous and lagged unemployment.21 Waivers accounted for roughly 

15:
1 
to 20 percent ofthe decline in models that ignore the potential effects of an impending waiver 

gr~nt. Once these effects are included (Column 6 of Table 2)~ estimates indicate that waivers can 

explain 31 percent ofthe decline in th~ share ofthe'populatio~ receiving welfare. In this model, other' 

unidentified factors:explainan additional 25 percent.
'. 

A similar exercise could be conducted for the 1989-1993 period that saw a tremendous 

increase in the rate of welfare receipt. As discussed earlier, the' magnitude of the increase, 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 

20Simply subtracting Ihe ~ of the two effects from 100 only indicates the contribution of olher factors if no 
interaction between changes in unemployment and waiver policy on' welfare receipt occurs. It may be Ihe case, for 
example, that waiver policies are more effective in states with low unemployment rates. Models lhat incorporated dus 
possibility were also estimated but the results indicated that the interaction between unemployment and waivers was 
not statistically significanUy different from zero at conventional significance levels. 

21Based on estimates from a model of the duration of welfare spells and permanent changes in labor market 
conditions. Hoynes (1996) estimates lhat a typical economic expansion would result in an 8 to 10 percent reduction 
in the welfare, caseload. This estimate is somewhat higher than the findings presented here and the difference is 
consistent with the fact lhat the current expansion is ongoing and, therefore, does not represent a pennan~l~( change 
in labor market conditions. 
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welfare rolls. Waivers were relatively new by 1993 and are found to have very little impact on the 

share ofthe population receiving welfare; in fact, they are expected to lead to a small decline. That 
. .,' 

leaves roughly 70 percent of the rise unexplained by this statistical analysis. Other forces that are 

more· difficult to quantifY must have been changing over this period, contributing to the increase. 

, DISCUSSION 

The findings presented in this paper indicate that a robust economy and federal waivers 

allowing states to experiment with 'new welfare policies have each made large contributions towards 

reducing the rate ofwelfare receipt. The estimates provided here suggest that over 40 percent of the 

decline in welfare receipt between 1993 and 1996 may be attributed to the falling unemployment rate 
. , 

and almost one-third can be attributed ,to the waivers. Other factors that are notidentified in this 

analysis are responsible for the remainder. 

The methodology employed in this analysis poses two problems in interpreting these results. 

First, it is possible that the estimated effect of waivers· on AFDC receipt may be capturing the 

tendency for states with shrinking welfare rolls to be t,he ones most willing to' experiment with waiver 

policies.22 Another shortcoming ofthls research is that it cannot determine the outcomes for those 

individuals who otherwise would have collected benefits had waivers not been granted. Additional 

research that can determine how individuals fare undefthe alternative waiver provisions, rather than 

an aggregate analysis examining the share of the population receiving welfare, is clearly desirabl~ to 

help address this issue. 

, 22()ne 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 fmding a positive relationship 
between waivers and the rate of welfare receipt. 
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DATA APPENDIX: DEFINING AND CODING WELFARE W AIYERS 

Most waivers awarded to states include a multitude of provisions that vary: in the degree of 

their implications. Some affect the entire caseload while others affect 'a very small segment, like those 

, that were introduced in pilot sites, such as a few counties. Some ,contain generally standard 

provisions while others are more complicated and require some judgement in categorizing 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 provide some background regarding each of these different types of ' 

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

Termination and Work-Requirement Time Limits. Under AFDC, families were entitled to 

receive benefits as long as they met the eligibility requirements; states could only impose a time limit 
, 

on the duration ofbenefit receipt ifthey were granted a waiver. Several states received such a waiver 

to implement to two main'typesoftime limits. Termination time limits result in the loss of benefits : 

for the entire family or just for the adult members, depending on the individual state's plan, While 

most states seta limit of24 months or so for all recipients, other states-had variable time limits, For 

example, Iowa's plan called for:recipients to develop a.self-'sufficiency plan that included individually- , 

based time limits, and Texas limite~ benefits to 12,24, 'or 36 months depending on the recipient's 

education and work experience. Illinois provides an example of a state that contained this type of 

\\{aiver provision but that is not coded as such here because it applied to a small fraction of the 

recipients (those with no children under age 13). 

,<,',' 
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Work requirement time limit waivers. continue to provide benefits to adult recipients who. 

reach the time limit as lo~g as 'they comply With mandatory work requirements. For example, 
r 

MB:ssachu'setts requires recipients .unemployed after 60 days of AFDC receipt to do community 

service ~d job search to earn a cash "subsidy." California requires indiViduals who r~ceived AFDC 

for· 22 of the previous 24 months to participate in a comm~nity service program for 100 hours per 
, ",' 

month. New Hampshire alternates 26 weeks each of job search. and work-relat~d activities for 

recipients. West Virginia's plan only requires partiCipation in its work experience program by~ne 

parent in two-parent AFDC-UP cases, which are a small share ofthe total caseload, so it is not coded 

as ~ work-requirement time limit. 

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

code. For instance, Delaware requires "e,mployable" adults, to participate in a pay-for-performance 

work experience program after receiving benefits for 24 months; after 24 months of program 

participation, thefamily completely loses cash benefits. Tim~ limits with provisions such. as this have' 

be~n coded a~ containing both terminatio~ and work requirement provisions. Washington's plan is 

a grant -reduction time limit, subtracting 10 percent ofthe benefjt for those who have received benefits 

for 48 of60 months, then 10 percent for every 12 months thereafter. Because the time frame before 

a significant reduction in benefits could occur is so long, no time limit is coded for Washingt~:m. 

Family Caps. Under AFDC, a family's benefit level depended upon its size, so if a recipient had a' 

baby the grant amount rose. Family cap waivers allowed states to eliminate or reduce the increase 

in benefits when an additionai child was b~om~ A few states, like South Carolina, provide vouchers 

for goods and services 'worth upto the 'amount of the denied benefit increase. Others allow child , 
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, support collected for the additional child to be~xduded from AFOC income calculation. All family 

cap waivers except New Jersey's exempt children conceived asa result of rape or incest from the 

family cap. Several states, such as Wisconsin, Massachusetts and Illinois, specifY that a child born 

or conceived after a fainily no longer receives AFOC can be denied benefits if the family returns to , ' 

AFDC. 

JOBS Ex'eruptions. The Job Opportunities and Basic Skills Training Program (JOBS), part of the 

1988 Family Support Act, provides education, training and work experience activities to AFOC 

reyipients who did not fall into one of the exemption categories. The exemption categories were , 

rather large, however. For instance,parents with children under age 3 were exempt and those with 

chIldren under age 6 could only be required to participate if the state guaranteed child care, Some 

states requested a waiver to narrow the exemption criteria: The most commonly requested waiver; 

required parents with young children (sometimes as young as 12 weeks) to participate in JOBS. 

Other waivers'allowed teen parents attending school and people working 30 hours a week to be 

considered as JOBS participants. Hawaii had aJOBS waiver approved for a pilot site in Oahu, where 

a iarge share of the state's population lives, so it was coded as statewide. 

,JOBS Sanctions. Some states found that the sanctions for non-compliance with JOBS were not 

strong enough to motivate unwilling participants; they requested and ~ere granted waivers to impose 

harsher sanctions. Twenty-two of the states were allowed to impose full-family sanctions (such as 

suspension of the entire famIly's AFOC grant) after a continued period of non-compliance. Other 
, ' 

sta~es requested tOl.,lgher sanctions imposed upon the re~ipient only, leaving the children,,~n the ' 
:,*-., 
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welfare rolls regardless of the parent's behavior. An infonnal survey of state welfare agencies 

co~ducted by the Council of Economic Advisers indicate~. that the use of sanctions has varied. 

considerably across states. Some states have been very aggressive, sanctioning large numbers of 

recipients while others have sanctioned few, if any. For example, over the 1996 fiscal year Missouri 

reported sanctipning an average 00,100 people per month, including sanctions of different,severity 

levels.· Massachusetts temunated benefits for 1,200 families in 1996 for failure to comply with 
: . .' , 

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

Earnings Disregard. Without a waiv:er, individuals are allowed to keep $30 plus one-third ofall 

additional earnings for the first three months of benefit receipt (the "standard AFDC disregard"). 

Mter that almost every dollar of earnings results in a dollar reduction in benefits. Some states 

received statewide waivers to improve the economi~ inc~ntives for recipients to work by increasing' 

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

disregard to disregarding all earned income up to the poverty line .. 

23 
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ApprovalDates ofMajor Statewide Welf~re Waivers in the Bush and Clinton Administrations 

State Any 
Statewide Waiver 

tenn. 
time limit 

work req. 
time limit 

family cap JOBS Earnings Disregard Sanctions 

Alabama 

Alaska 

5/22/95 5/22/95 5/22/95 5122195 

IArkansas 4/5194 4/5194 

California 10/29/92. 9111195. 8/19/96 9111195 8119/96 10129/92 

Colorado 

CI 8129/94.12118/95 12118/95 . 12/18/95 8/29/94. 12118/95 8129/94 8129/94 

Delaware 5/8195 5/8195 5/8/95 518/95 5/8/95 --5/8/95 . 5/8/95 

DC 

Florida 6126/96 6/26/96 6126196 

Georgia 11/1/93.6/24/94 1111/93 6124/94 1111/93 

Hawaii 6/24/94'.8116/96 I 8/16/96 6124/94 8116/96 

Idaho· 8119196 81I9/96 8119/96 

Illinois 11/23/93.9/30/95.6126/96· 9/30/95. 9/30195 11123/93 6126196 

Indiana 12115/94. 81161961 12115/94 12115/94 12115194 8116/96 

Iowa 8113/93. 4/11/96 1 8113193 8113/93.4/11/96 8113/93 8113/93 

Kansas 

KI 

Louisiana 

IMaine 6110/96 6/10/96 

Maryland 8114/95.8/16/96 8114/95 8/16/96 8/16/96 8116/96 

Massachusetts 8/4/95 8/4/95. 8/4195 8/4195 8/4/95 8/4/95 

Michigan 811192. 10/6/94 8/1192 1016/94 8/1/92 1016/94 

Minnesota 
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State Any Major term. work req. family cap JOBS Earnings Disregard Sanctions 

.. ~- - Statewide Waiver . , . - '-, ' 

time limit time limit 
. • r_ <, __ . . .. 

Mississippi 911/95 9/1/95 

Missouri . 4/18/95 4/18/95 4/18/95 

Montana 4/18/95 4118/95 4/18/95 4118/95 

Nebraska 2/27/95 2/27/95 2127195 2127/95 2127/95 2127/95 

Nevada 

New Ramp'shire ' 6118/96 6118/96 6/18/96 6118196 ' 6118/96 

New Jersey 711192 711192 711192 711192 7/1192 

New Mexico 

New York 

North Carolina 2/5/96 2/5/96 2/5/96 2/5/96 2/5/96 

North Dakota . . . 
Ohio 3/13/96 3113/96 3113/96 3113/96 

Oklahoma 

Oregon 7/15/92 3/28/96 3/28/96 7115192 3/28/96 3128196 

PennsYlvania 

Rhode Island 

,South Carolina 5/3/96 5/3/96 ,5/3/96 5/3196 . 5/3/96 

South Dakota 3/14/94 3114/94 . 3114/94 

Tennessee 7125/96 7125/96 7/25/96 . 7125196 7/25/96 7125196 

Texas ,3122/96 3122/96 3/22/96 . 3/22196 

Utah 10/5/92 10/5/92 10/5/92 10/5/92 

Vermont 4112193 4/12/93 4/12/93 4/12/93 4/12/93. -
Virginia 711195 711/95 711/95 7/1195 7/1/95 7/1195 

Washimrton 9/29/95 9/29/95 

West Virginia 7/31195 7/31195 
";;. 

WisconSin 6124/94 8114/95 6/24/94 8/14/95 8114195 
\11. '10 
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Table 1: State Characteristics Over Time, by Welfare ~aiver Status 
.. " \~ 

States without Major 
. Statewide Waiver 

. 

Characteristic 

~ of population receiving 
AFDC 

unemployment rate. 

max AFDC benefit (3 person 
family, 1996 dollars) 

Poverty Rate 13.1 14.0 12.3 12.9 

; 

% ofFamilies Headed 14.5 17.0 ·13.7 15.7 
by· Women 

(1) 

1993 


5.3 


7X 


453 


1980. 


States with Major Statewide 
Waiver 

Short-Term Changes, 1993-1996 

(4) 

1996 


4.7 


5.4 


386 


1990 


(2) 

1996 


4.7 


5.5 


421. 


(3) 

1993 


5.5 


7.1 


420 


Long-Term Changes, 1980-1990 . 

1990 
 1980 
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Table 2: Effect ofEconomic Activity and Federal Welfare Waivers 

on Rate of AFDC Recipiency 
(coefficients multiplied by 100, standard errors in parentheses) 

VARIABLE (1) (2) (3) (4) (5) (6) 

: log of maximum 
, AFDC benefit . 

32.23 
(5.10) 

.-5.91 
(4.80) . 

7.93: 
(4.80) 

11.03 
(4.88) 

9.99 
(4.82) 

8.61 
(4.83) 

. unemployment rate 4.73 
(0.35) 

3.10 
(0.26) 

-0.90 
(0.43) 

-0.86 
(0.43) 

-0.91 
(0.42) 

-0.77 
(0.42) 

lagged 
. unemployment rate 

4.97 
(0.42) 

4.86 
(0.42) . 

4.94 . 
(0.41) 

4.79 
(0.41) 

any statewide 
welfare waiver . 

-9.40 
(2.26) 

-5.78 
(1.94) 

-5.17 
(1.74) 

-1.64 
(2.05) 

2.26 
. (2.38) . 

JOBS sanctions -9.69 
(3.00) 

.:8.35 
(2.59) 

-6.96 
(3.11 ) 

JOBS exemptions 
. 

2.64 
(3.09) 

termination 
, time limits 

-6.37 
(3.74) 

work requirement 
time limits .. 

2.86 
(2.83) 

family cap 
... 

-0.49 
(2.76) 

earnings disregard 0.11 
(2.16) 

lead of any 
statewide waiver 

.. -6.28 
(2.21) 

lead of JOBS 
sanction waiver 

, -1.50 
(2.60) 

: 
state fixed effects 

' .. 
x x x 'x x x 

, year fixed effects x x x· x x x 

state':specific trends x x. x x x 

Note: The dependent variable is the share of the population receiving welfare, measured in 
natural logs. . .. ,:";'" 
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Table 3: Percentage of Change in Welfare Recipients 
Attributable to Different Factors 
(Standard Errors in Parentheses) 

; 

' " 

change in unemployment 
I 

welfare waiver approval 

other 
, 

" 

change in unemployment 
{ 

i 
other 

(2) 


31.3 
(2.7) 

14.9 
(5.0) 

53..8 


23.9 
(2.0) 

76.1 


Based on Results in Table 2~ Column: 
(3) (5) (6) 
. 

1993-1996 

" ' 44.7 44,4 44.1 
(3.2)(3.2) (3.2) 

21.8'13.3 30.9 
(4.5) , (6.2) (9.2). 
42.0 33.8 25.0 

1989-93 


30.8' 30.5 30.4 
(2.7) , (2.7) (2.7) 

69.2 69~5 69.6 

" 
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Table 4: Effect ofEconomic Activity and Federal Welfare Waivers 
on Other Olitcomes 

(coefficients multiplied by 100, standard errors in parentheses) 

VARIABLE 
Total Expenditures on AFDC 

(1) 

Ratio of Child to Adult 
AFDC Recipients 

(2) 
, 

maximum AFDCbenefit 11.55 
(0.98) 

-2.89 . 
(0.98) 

unemployment rate 
: 

0.95 
(0.49) 

0.87 
(0.49) 

I 
lagged unemployment rate 3.01 

(0.47) 
-3.01 
(0.47) 

any statewide welfare waiver 0.69 
(2.76) 

-3.92 . 
(2.77) 

lead of any statewide waiver 
: 

-7.80 
(2.56) 

0.94 
(2.56) 

JOBS sanctions -7.28 .' 

(3.60) 
2.64 

(3.60) . 

lead of JOBS sanction waiver -1.82 
(3.02) 

11.69 
(J.03) .. 

state fixed effects x x 
, 

year fixed effects x x 

state-specific trends x .. x 

Note: Both specifications reported ,are analogous to that reported in Table 2, column 6. 



Figure 1 
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'.Figure 2 


Reduction in .Welfare Recipients and Unemployment Rate 

.P .. ;~ 

1993 to 1996 
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Reduction in welfare recipients 
(share of population): 

1.6 percentage points or more, 
II Oyer 25.~ercent U reduction in unemployment rate 
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Figure 3 


Number of Approved Statewide Waivers 
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Figure 4'. 


A Comparison of Florida and ,Georgia 
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State Welf~re Demonstrations Approved By The ,Clinton Administration: ' 

Contributing To Welfare Caseload Decline 


Today the ,Council of Economic Advisors(CEA) issued a report to explain some of thereasons for ,the dramatic 
decline in the welfare caseload during the last four years. The CEA's analysis shows that the recent \velfare 

, refonn wai\;ers granted to state,s to test iririovative programs to move people from welfare to work have' . 
contributed significantly ,to the declining welfare rolls.' ' 

, Beginning Tbe Move Toward A New WeJfare System ,',,'. " ". ' ' , 
Since taking office, the Clinton Administration has approved 80 welfare refonn programs in 43 states - more than 

,aU previo\ls Administratiqhs c,ombined. By. waiving certainprovisions in federal statutes, states were allowed to 
. require work, time-limit assistance, make work pay, improve cNld support enforcement, and encourage parental., 
responsibility. By the time the welfare reform bill was signed, these welfare demonstrations covered more than 10 

, million, people, approximately 75 percent of all welfare recipients. For example: 
.' . ,,' , .' , 

Oregon: In September 1994 and March'1996, Oregon tecei~ed waive;s fr~mthe 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 AFDCgrants ~d cashed-out Food Stamp allotments. The' 
state time limits assistance to. 24. months' within any 7 year period; requires minor parents to live at home or in an 
adult-supervised setting; and offers each program participant an Individual DevelopmentlEducation Account . 
which w,ill allow them to continue their education and training. And Oregon's new welfare plan mirrors "Oregon 
Option,'" the state\¥ide demonstration project a'pproved in March 1996. From January 1993 to January 1997, 
Oregon's welfare caseload declined by 43 percent. _.' . 

1 '.,', 

Arizona: Arizona's "Employing andMoving People Off Welfare and Encouraging 'Responsibility" 
-(EMPOWER) project, approved by the Clinton Administration in May 1995, . takes a comprehensive approach to 

encouraging work and selfsuftrciency. In additionto ~ime limiiing cash assistance and imposing a family cap, 

Arizona also requires participants' to sign an individual responsibility plan, uses cash assistance and Food 5tiunp 


. 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 EMPOWER demonstration project From January 1993 to January 1997, 
Arizona's \\relfare caseload declined by 22 percent. ' 

Building on State Demonstration Projects, , . 
On August22,the President signed historic welfare reform legislation, embodying the principles of work and 
responsibility and building 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. 50 far roughly 85 percent of states with welfare plans already certified complete have chosen to continue 
or build on their \;Velfate demonstration, project approved by the Clinton Administration, ' 

~ 

Background , , , '" . 

Since President Clinton took office, welfare rolls have decreased by nearly 2.8 million people or 20 percent. 

Forty-'seven out of fifty 'states have seen their case loads decline, miny by more than 20 percent. According to the 

CEA's report released today, over 40 percent of the reduction in the welfare rol1s can be attributed to the strong 

econo'mic gro\vth during the Clinton Administration, nearly one-third can be attributed to waiversgr~ted to 

states:to test innovative strategies to move people fToI11 welfare to work, and the rest is attributed to other 

factors -- such as the Clinton 'Administration's priorities to increase the Earned Income Tax Credit, streI!gthen 

child ,support enforcement; and increase fundingfof child care. " 


Under section 11'1501' the Social Security Act, HHS was authorized to' gr~nt states v.:aivers of current laws. 

governing the AFDC program, This authority is intended to give states the flexibility to demohstratealtematives 

that better match their residents' needs. " 


" 
"Sincf January 1993, HHShas approved eighty welfare demonstration projects in the foIlO\";p.g states and the 


District of Colunlbia: Arizona,Arkansas, California, Colorado', Connecticut, Dela\vare, F1o~ida, Georgia, Hawaii, 

Idahb, Illinois, Indiana, Iowa, ,Kansas, Louisiana, Maine, Maryland, Massachusetts, Michigqn, Minnesota, ' 

Mississippi,Missol:lri, Montana, Nebniska,New Hampshire, New York, North Carolina, North Dakota, Ohio, 

Oklahoma, Oregon, Pennsylv<;lllia, South Carolina, South Dakota, Tennessee, Texas, Utah, Vennont,Virginia, 

Was.hington, ,West V)rginia, Wisconsiriand Wyoming. 


http:successes.of
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QuesLionsand Answers on CEA'Report ; 
. . .. . 	 . 

Q... .If the waiverdemonstrationptojects have been SO 'successful, \vhy did we need the. 
,. welfare reform law that the President'signed inAugusl? . .... 

A' 	 State welfare demonstration projects ,have: been successful in moving people ftom ' 
welfare to self~sufficiency _As the CEA'sanalysls shows, recent welfare reform . 

,waivers granted to states to test innovative programs to move people from welfare to, 
work have contributed significantly to t~e declining welfare tolls, However, the 
welfare law gives states the additional flexibility they need to' continue and build on 
these'innovative programs, while still promotirig our central principles for welfare 

· l~eform:-' requiring work; time-limiting cash assist~mce; strengthening child 'support 
enforcement; r'naking work pay; and encouraging parental responsibility, 

The welfare law also :wiHhelp 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 6 years, allowing more mothers to leave welfare for work, In addition, the new law 

· included the child suppon enforcement measures Presiderll Clinton ptoposed in 1994 -;.
, 	 '. 

the most sweeping crackdowri on non-paying parents in history_ 

,Q 	 How many state plans have been submitted and certified complete'? 

A. 	 Forty-seven states have submitted welfare planS to be reviewed by HHS, as required by 
, 	 r, 

the welfare law, Forty-one states have been certified complete - meaning their plans 

cbmpiy with the federal requirements, including the work requirements and the tin1e ' 

limit.. . 


.Of the 41 states which have had their plans certified complete, ,nearly 35 states have. 
cho~en to continue or build on their waiver approved demonsti-ation projects_ For 
'example, Oregon and Arizona, both have chosen to conLinue the provisions of their 
· innovative welfare demonstration projects as part of. their new statepI·ans. . 

, I 

',';. 

'. 
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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 1990 
and 1993. J'hose 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 spending on child care or training programs) 
at about the same time as they received waivers, it is possible that we are inadvertently 
attributing the reduction t~ ~aivers. 'We know of ~o such changes. 

2) How have the changes in demographic characteristics contributed to the caseload decline? 
, , ' 

" 
Changes in household composition clearly have taken place over the pastfew 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? 

Our nation's poorest households have done worse over time. Because welfare is means-tested, 
this shquld 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 ofwaivers on the number of people collecting welfare benefits' and not 
on their outcomes ifthey left the rolls. lofact, determining the effect ofwaivers on employment 

, outcomes for fonner 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, moreirospitable 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 ~n benefit levels, it 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. Our analysis is conducted only at the state level, however, so what we 
have identified is the average of the effect ofwaivers 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 policies .should not be introduced? ' 

I ,Sanctions were the only specific policY 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 anyone of 
them is difficult. SeCQnd, 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. Thls 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 that their caseload 
haS dropped significantly in response to more harsh treatment by welfare caseworkers. How do 
tho~e sorts of policies relate to ,what you are finding here? 

It is 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 differentiate 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 increased a lot between '1989 and 
199,3. What was going on then? 

That is something ofa 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 th~t only about 113 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 reduc~ the welfare 
'caseload. Under welfare refonn, states will continue to introduce these innovative policies and, 
as long as the economy continues to expand, these policies may be expected to ~~duce the 
caseload further. . ." 
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T~diy the Council of Economic Advisors (CEA) issued a report to explain some of the reasons for the dramatic ~ 
dedlne in the welfare caseload during the last four years. The CEA's analysis shows that the recent welfare 
re~rm waiversgniitted to states to test innovative programs to move people from welfare to \vork bave 
c8ntributea significantly to the declining welfare rolls.' . 

Beginning 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 Administrations combined. In an average month, these welfare demonstrations cover more 

than 1Orni~~li.on pe()ple, approximately 75 pe~cellt of all welfare recipien~S~vt.(T rJ".[l~~;V5:- C. e A-

Even before the President signed the new welfare law in August, With;he Clinton Administration's'support, . 

states wen~already reforrriingwelfare by requiring work, time-limit~rig assistance, making work pay, improving 

child support enforcement, and encouraging pm'ental responsibility/ For e~Jl1.Pl.~ 6' fT '~q2 ?? 

Oregon: O~egon received waivers from the Clinton Administration ~...se (j ~r 199' d March' 1996 to test 

an employment-focused approach to moving people from-welfare to work, by involving people injob-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. 

And Oregon's new plan mirrors its "Oregon Option" demonstration project approved in March 1996. From 

January 1993 to January 1997~ Ores..0n's welfare ~,aselQ.ad has declined bY(13 p.e.~ce~,t. .r.£ 

. C. ek O-"'-~t J (9 b . C/'V .. • I - f'\'''~) l:;;--/..:.... Uc .. . .. 
Ohio: Ohio received three waivers froltrt~ Clinton Administration in Mar~ eptem er 1995 and March, Vll'\( 
1996. In addition to time-limiting cash assistance and creating partnerships Wit.h the private sector to create job 1 
opportunities for welfare recipients, Ohio has focused on encouraging teen parents to.take responsibility, stay in W 

J school and ·prepare for work, The State requires AFDC recipients, who are either pregnant or parents under the 
~ age of 20, to atter:d sch.ool ~r'~ program leading to a,high scllo?l di~loma or equiva~ent an~ p~ovides a financial rvJ' ')

reward forcomphance. OhIO S new welfare plan bulldson theIr waIver demonstratlOn proJects. From January ( 
1993 to Januan: 1997, Oh.io' s wei tare caseload has declined bv 28 percent. . \,..........' .... ", ," . {'''} )
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Background 1~·6"(L{;. 'C'10 
· Since P.resident Clinton took office, ~el~are rolls have.decIfased by n~arly 2.8 milliQnpeople or 20 percent. 

FortY-SIx out of fifty states and the DIstnct of Columbia hqve seen theIr caseloads dec1me, many by more than 

20 percent. According to 'the CEA' s report released today ,~4 percent of the reduction in the welfare roBs can be 

at1ributed to the strong economic growth during the Clint6n Administration, 3 I percent can be attributed to 

waivers grarlted to states to test innovative strategies to move people from welfare to work, and 25 pe~cent is 

attr.ibuted to other unidentified f~to . ...,r .. . '.' .' .
s. 
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Under section II 15 of the Social Security Act, 14 HS is authorized to grant states waivers of currynt laws 

governing the AFDC and Medicaid programs. This authority is intended to give states the flexibility to 

demonstrate alternatives that bener match their residents' needs. 


Since Janu(lfY 19'93, HHS has approved eighty \velfare demonstration projects in the following states and the. 

District of Columbia: ArizO.na, Arkansas~ California, Colorado, Connecticut, Delaware, Florida, Georgia, 

Hawaii, Idaho, Illinois, Indiana,Iowa, Kansas, Louisiana, Maine, Maryland, Massachusetts, Michigan, 

Minnesota, Mississippi, Missouri, Montana, Nebraska, New Hampshire, New York, North Carolina, Nonh 

Dakota, Ohio, Okiahoma, Oregon, Pennsylvania, South Carolina, South Dakota, Tennessee, Texas, 'ctah, 

Vermont, Virginia, WashingtOli, West Virginia, Wisconsin and Wyoming. 
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(.0Prior to Welfare Law, More Than Half the Nation Enacted Welfare Reform Under Clinton Administration "\,.' ,1 

'~~' , 

~Today the Council of Economic Advisors releas~s a ;'eport showlngt1i;it the:receilt \\'elfare reform waivers granted to states to "test innovative programs·to~ 
move people from welfare to work have contributed signiticantly to the declinLng welfare rolls, Since January 1993, the Clinton Administration has ..... 

Napproved 80 welfare reform demonstrations in 43 states and the District of Coluinbia -- more than all previous Administrations combined. In an 
oaverage month, the demonstrations cover over'lO miJlion people -- approximately 75 percent of all recipients. Even before the President signed the new CJI 

welfare law in August, with the Clinton Administration's support, states were already reforming welfare by requiring work, time-limiting assistance, -r:I;,.making work pay, improving child support enforcement, and encouraging parental responsibility: 	 ;..-! 

N 
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N. DESCRIPTION enPRINCIPLE STATES APPROVED 
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<=> 
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Thirtv-Six slales are helping people move fromWor\{ 36 - Arizona, Connecticut, Delaware;Oistrict of Columbia, Florida, en 
,1

welfare to work, from receiving welfare checks to Georgia, Hawaii, Idaho, Illinois, Indiana,' KansaS, Maryland, w 
earning paychecks, by increasin'g education and Massachusetts, Maine, Michigan, Minnesota, l\tIissis~!ppi; Missouri, 
tmining opportunities and creating public/private Montana, Nebraska, New Hampshire, North Carolina, North DakoJa, 
sector paltnerships. Ohio,Oklahoma,.Oregon,.South,Carolina, South Dakota,';relUJessee, .1 

Texas, Utah, VcmlOnt, Virginia, WestVirginia,Wisconsin,:Wyoming 

Thirfv-One slales are Illaking welfare a triinsitional 31 - Arizona, Colorado, Connecticut, Dela\'!'are, District of Columbfa, 
support system, rather than a way or.nre, by 

Time Limited Cash Assist~nce 
Florida, Georgia, Hawaii, Hiinois,lndiana,Jowa, Louisiana, 

providing opportunity, but demanding i\Malyland, Massachusens;Michigan, Missouri, Montana, Nebraska, 
";,.responsihility in return. New Hampshire, North Carolina, North Dakotll. 'Ohio, Oklahoma, 
'"Oregon,' South Carolina, South Dakota, Tennessee, Tc;-.;ns, Venno'nt, .,;:.

.Washington, Wisconsin 
~ 

Twenl}'-Seven slales are strcngtheniilg cl'lild support 27 - Arizona, Connecticut, Delaware, Georgia, ~Iawaii; Illinois,' 
enforcement and sending a clear message that hoth 

Ch~ld Support EnfQrcement 
Indiana, Kansas, Maine, Maryland, Massachusetts, Michigan, 

parents must be responsible for their children. :~Mississippi; Missouri, Montana, New Hampshire, New York, North 
Carolina, North Dakota, Ohio, Oregon, South Carolina, Tennessee. 
Texas, Vennont, Virginia,Wisconsin 

FOl'tp-One Slales are providing incentives and 41 - Arizona, California, Colorado; Connecticut, Delaware, DistriCt of 
encouraging families to work not stay on welfare, . 

Making Work Pay 
Columbia, Florida, Georgia, I:-Jawaii, lIlinois, [ndiana, Iowa, Kansas, 

'so they can achieve and maintain economic self- Maryland, Massachusetts, Maine, Michigan, Minnesota, Mississippi, - sufficiency. Missouri, Montana, Nebraska, New Hampshire, New York, North 

Carolina, North'Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, . ~ 

South Carolina, South Dakota, Tennessee, Texas, 1.1tah, Vermont, 
 \ 

Virginia, Washington, West Virginia, Wisconsin, Wyomi!1g.. 

Thirtv-Nine slates arc promoting parental 39 - Arizona, Arkansas, California, Colorado, Connecticut Delaware, 
responsibility by encouraging education, or limiting 

. Parcntalltcsponsibilily 
District of Columbia, Florida, Georgia, Hawaii, Idaho, flIinois, 

benefits for families \..'ho have another child while ~ rndiana, Iowa, Kansas, Louisiana, Maine, Maryland, -Massachusetts, 
on AFne.. Michigan, Mississippi, Missouri, Montana, Nebraska, New York, ci'. North Carolina, North Dakota, Ohio, Oklahoma, Oregon, I§ 

oPennsylvania, Snllth Carolina, Tennessee, Texns, Utah, Vermont, ~ Virginia, Wisconsin, Wyoming 	 . 
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Exa~es Of State Welfare Demonstrations Approved BJI The Clinton Administration "~KO/l!zr 
Oregon: O'r~gon received waivers from the' Clinton Administration in September 1994 ~nd March 1996 to test 
an employment-fQcused 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. 
And Oregon's new plan mirrors its "Oregon Option" demonstration project approved in March 1996. From 
January 1993 to January 1997, Oregon's welfare case load has declined by 43 percent. 

, , , 

Ohio:Ohid received three waivers from the Climon Administration in'March and September 1995 and' 

March, 1996. In addition to time-limiting cash assistance and creating partnerships with the private sector £0 


create job opportunities for welfare r~cipients, Ohio has focused on encouraging teen parents to 'take 

responsibility, stay in school and prepare for work. The, Stale 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 reward for compliance. Ohio's new welfare plan builds on their waiver 

demonstrati.0n projects. From January 1993 to January 1997, Ohio's welfare caseload has declined by 28 

percent. ' 


," ',' +Y(96'(
Iowa: Iowa's "Family Investment Plan" which was approved by the Clinton Administration in August 1993, ' 
focuses on ind i vidual barriers to self sufficiency. The State requires every welfare recipient to enter into a 
personal co l1tracl oULlining activities and time frames during which the client is expected to become self-
sufficient, and ,after which AFDC benefits will be terminated~ -:>' 07 I /7 

. ' .,..:...> ( (' ~~\...~ 

Indiana: The Indiana ManpO\\;er Placement and Comprehensive Training Program (IMPACT), which was 
approved by the Climon Administration in December 1994 and August .1996, limits benefits to two years; . 

requ~d~s reciPienlts to entehrinh~o self-I~f'ufficie~c~ agreem~ms; req~ir.es w~rk and kmakels wlork Play by givin () feg 

'subsl les to emp oyers \V 0 Ire we are reCIpients, registers recIplems 101; wor' at oca emp oyment an d
 
training offices; limits exemptions; impo$es 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. indi~na's new,welfare plan builds onthis st~tewidedemonstraLion project. . 
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Draft Statement 

Janet Yellen 


EXPLAINING THE DECLINE IN WELF ~ RECEIPT, 1993-1996 

May 8, 1997 ' ", 

The C~imcil of Economic Advise~s is' releasing today a, study that examines the causes oJ 

the substantial deCline in the welfare rolls that has taken Pllce over the past fo~r years. Between , ' , ' , I, 
January of 1993 and January of 1997, the number of individuals receiving welfare benefits fell 

, ' '1;1'"\ OVU Sf; 1Ulr.J. 
by~20 percent, or 2.75 million recipients - the largest decline since the rederal welfare system 

aeg&ft iR tRe 1930s. 

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

the strength of the economy: the labor market' has bee~ qhite robust, creating almost 12 million' 

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

to ftndjobs and leave the welfare rolls. 'Second, we lOOklat the role of federal welfare waivers: 

over this 4 yea~ period, the federal govemmen~ has grbted to states a vareity of waivers to 

experiment with innovative approaches to ending welfare rpenden6e. The Clinton Administra

tiO~ granted waivers to 43 states be~~n 1993 and 19,6 that included provisions which may 

require work and/or training, sanctions ~or those who do nit comply with these requirements, and 

li~its on the duration of benefit receipt, among 0t!1er things. Third, other policies like the 1990 
;, ' : 

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

state spending on child'care made it easier to enter the'la~r market and increased the r~wards to 

w~'rk for individuals that might have otherwise chosen wLfar~.,' , , 

.' Detennining the causes of this decline is PartiCUlarl; important in light of recently enacted 

welfarereform h~gislation that completely overhauls theslstem of pr~vidingaid to the poor. If 
I 

ecOnomic growth was the major contributor to the decline, then continued growth is ess~ntial for 
" ; , , ' ,:.1' 
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further progress in moving people from welfare to work. On the other hand, if federal policies, 

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

reductions,.' ...... I. . . . 

The CEA's research examines the recent decline in receipt of welfare benefits and provides 

esti~~ of the contriburioo made by'economic groW!h and rne panicular federal policy, weIfare 

waivers. We used data on the size of the welfare rolls in each state between 1976 and 1996 in our 
, " ·1 ' ' 

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

" I 
growth and that almost one-third is related to waivers, particularly those that sanction re'cipients who 

, ' I ' 
, i 

do ~ot comply with work requirements. Other factors, which 'might include additional policy 

initiatives, like expansion of the earned income tax credit, a~unt for the remainder.' . 

These findings suggest that w~ may expect to see a Jontinued decline in the welfare rolls in 

the coming years. The curre~t health~dstrengthofthe ebonomY'wiil make it easier for welfare 

recipients to find jobs and move. offwelfare.. But, significaltly, the CEA findings suggest .that it is 
,. , 

no~ the strength of the economy alone that has been responsible for declining welfare caseloads. 

Bas:d on past experience, s~designedto Jove recipients off the welfare rolls are 
, '1, 

, likely to continue to have some success. 


Thc:nI< you. I would be happy to, answer 'any questions 
that you have about the CEA analysis. 


