
8/3/99·, CLINTON-GORE ACCOMPLISHMENTS 

REFORMING WELFARE 

i 
1" ,

i On August 22, 1996, President Clinton signed the Personal Responsibility and Work 
I Opportunity Reconciliation Act, fulfilling his longtime commitment to 'end welfare as we 
! know it. ' As the President said upon. signing, this legislation provides an historic ii••• 

i opportunity to end welfare as we know it and transform our broken welfare system by 
~' promoting the fundamental values ofwork, responsibility, andfamily. JJ 

TRANSFORMING THE BROKEN WELFARE SYSTEM 

• 	 , Overhauling the Welfare System with the Personal Responsibility Act: In 1996, the 
1 President signed a bipartisan welfare plan that is dramatically changing the nation's welfare 

. I system into one that requires work in exchange for time-limited assistance. The law contains 
, strong work requirements, performance bonuses to reward states for movipg welfare 
: recipients into jobs and reducing illegitimacy, state maintenance of effort requirements, 
comprehensive child support enforcement, and supports for families moving from welfare to 
work -- including increased funding for child care. State strategies are making a real 
difference in the success of welfare reform, specifically in job placement, child care and 
transportation. In April 1999, the President unveiled landmark new welfare regulations that 
will promote work and help those who have left the rolls to succeed in the workforce and stay 

, off welfare. 

o 	 Law Builds on the Administration's Welfare Reform Strategy: Even before the Personal 
: Responsibility Act became law, many states were well on their way to changing their welfare 
, programs to jobs programs. By granting federal waivers, the Clinton Administration allowed 
,43 states -.: more than all previous Administrations combined -- to require work, time-limit 
, assistance, make work pay, improve child support enforcement, or encourage parental 
. responsibility. The vast majonty of states have chosen to build on their welfare 
demonstration projects approved by the Administration. 



! the country connect with job training organizations and job-ready welfare recipients. In 
Iaddition, SBA provides training and assistance to welfare recipients who wish to start their 
iown businesses. SBA provides assistance to businesses through its 1-800-U-ASK-SBA 
: number, as well through its network of small business development and women's business 
, centers, one-stop capital shops, Senior Corps of Retired Executives (SCORE) chapters, 
: district offices, and its website. 

\ 

• 	 Mobilizing Civic, Religious and Non-profit Groups: Vice President Gore created the 
,Welfare-to-Work Coalition to Sustain Success, a coalition ofnational civic, serVice, and 
faith-based groups committed to helping former welfare recipients succeed in the workforce. 

, Working in partnership with public agencies and employers, Coalition members provide 
. , mentoring, job training, child care, transportation, and other support to help these new 

I 	 . 

'workers with the transition to self sufficiency. Charter members of the Coalition include: 
'AlphaXappa Alpha, the Boys and Girls Clubs of America, the Baptist Joint Committee, 
: Goodwill, Salvation Army, the Unit~d Way, Women's Missionary Union, the YMCA, the 
; YWCA, and other civic and faith-based groups. 
! 

• 	 !Doing Our Fair Share with the Federal Government's Hiring Initiative: Under the 
I 	 , 

:ClintoniGore Administration, the federal workforce is the smallest it has be,en in thirty years. 
" Yet, this Administration also believes that the federal government, as the nation's largest 

. ! 	employer, must lead by example. In March 1997 , the President asked the Vi~e President to 
:oversee the federal government's hiring initiative in which federal agencies committed to 
!directly hire at least 10,000 welfare recipients in the next four years. In August1999, Vice 
:p'resident Gore announced that the federal government has hired over 14,000 welfare 
;recipients,meeting the goal nearly two years ahead of schedule. As a part ofthis effort, the 
White House pledged tO,hire six welfare recipients and has already exceeded this goal. 

~ 	 . 

• 	 'Funds to Help Move More People from Welfare to Work: Because of the President's 
leadership, the 1997 Balanced Budget Act included $3 billion for Welfare-to-Work grants to 
,help states and local communities move long-term welfare recipients, and certain non­
custodial parents, into lasting, unsubsidized jobs. These funds can be used for job creation, 
job placement and job retention efforts, including wage subsidies to private employers and 
'other criti~al post-employment support services. The Department ofLabor provides 
oversight, but most of the dollars are placed through the Private Industry Councils, in the 
:hands of the localities who are on the front lines ofthe welfare reform effort. In addition, 
i25% of the funds are awarded by the Department ofLabor on a competitive basis to support 
iinnovative welfart;!-to-work projects. The President announced the first round of 49 
!competitive grants in May 1998, and the Vice President announced the second round of75 
I 

:competitive grants in November 1998. In January 1999, the Department of Labor announced 
:the avai,Iability of $240 million in competitive grants for FY 1999. These funds will support 
(innovative local welfare-to-work strategies for noncustodial parents, individuals with limited 
;English proficiency, disabilities, substance abuse problems, or a history of domestic violence. 

The President's FY 2000 Budget proposes to inve~t $1 billion to extend the Welfare-to-Work 
prog~am to help more long-term welfare recipients and noncustodial parents in high-poverty 
lareasmove into lasting unsubsidized employment. The initiative would provide at'least $150 
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•million to ensure that every state helps fathers playa responsible part in their children's lives. 
Under this proposal, states and communities would use a minimum of20% of their formula 
funds to provide job placement and job retention assistance to low-income fathers who sign 

·personal responsibility contracts committing them to work, estahlish paternity, and pay child 
· support. This effort would further.increase child support collections, which have risen 80% 

., since the President took office, from $8 billion in 1992 to $14.4 billion in 1998. Remaining 
funds will go toward assisting long-term welfare recipients with the greatest barriers to 

: employment to mov~ into lasting jobs. The reauthorized program also would double the· 
Welfare-to-Work funding available for tribes. The Administration's reauthorization proposal 

i is included in H.R. 1482 introduced by Congressman Cardin and S. 1317 introduced by
!Senator Akaka. . 

.iTax Credits for Employers: The Welfare-to-Work Tax Credit, enacted in the 1997 Balanced 
. : Budget Act, provides a credit equal to 35% ofthe first. $ 10,000 inwages in the first year of 

: employment, and 50% ofthe first$lO,OOO in wages in the second year, to encourage the 
!hiring and retention of long term welfare recipients. This credit complements the Work 
: Opportunity Tax Credit, which provides a credit of up to $2,400 for the first year of wages 
'for eight groups ofjob seekers. The Omnibus Budget Act of 1998 included an extension 
'through June 30, 1999 and the President's FY 2000 Budget proposes to extend both credits 
'for an additional year. 

• 	 'Welfare-to-Work Housing Vouchers: In 1999, the President proposed and Congress 
· approved $283 million for 50,000 new'housing vouchers for welfare recipients who neeci 
;housing assistance to get or keep ajob. Families will use these welfare-to-work housing 
I vouchers to move closer to a new job, to reduce a long commute, or to secure more stable 
housing that will eliminate emergencies which keep them from getting to work every day on 
.time. Nearly all of these vouchers will be awarded to communities on a competitive basis, to 
;co~munities that create cooperative efforts among their housing, welfare and employment 
Iagencies. The President's FY 2000 Budget provides $430 million for 75,000 welfare-to­
,work housing vouchers, including $144 million in new funds for 25,000 additional vouchers. 
, 

I 


• 	 ;Welfare-to-Work Transportation: One of the biggest barriers facing people who move 
!from welfare to work -- in cities arid in rural areas -- is finding transportation to jobs, training 
IPrograms and child care centers. Few welfare recipients oWn cars. Existing mass transit does 
:not provide adequate links to many suburban jobs at all, or within a reasonable commute· 
:time.. In addition, many jobs requir~ evening or weekend hours that are poorly served by 
:existing transit routes. To help those on welfare get to work, President Clinton proposed a 
i$100 million a yearwelfare-to-work transportation plan as part ofhis ISTEA reauthorization 
:bill. The Transportation Equity Act for the 21st Century (TEA-21) authorized $750 million 
over five years for the President's Job Access initiative and reverse commute grants. Of this 
amount, $50 million is guaranteed funding in FY 1999, rising to $150 million in 2003. The 
pmnibus Budget Act included $75 million for thIS program in FY 1999, and in May, Vice 
!President Gore awarded $71 million ofthese funds to 179 communities in 42 states around 
the country. The President's Budget proposes to double funding for FY 2000, bringing the 
program to the authorized level of$150 million. The Job Access competitive grants will 
:assist states and localities in developing flexible transportation alternatives, such as van 

I 
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: services, for welfare recipients and other low income 'workers; 

SUPPORTING WORKING FAMILIES 

, , 

I Expanding the Earn,ed Income Tax Credit: Expansions in the EITC included in the 
: President's 1993 Economic Plan are making work pay for 15 million working families, 
!including former welfare recipients. A study conducted by the Council ofEconomic 
; Advisors reported that in 1997, the EITC lifted 4.3 million American out of poverty ~- more 
; than double the number in 1993~ The findings also suggest that the increase in labor force 
participation among single mothers 'who received welfare is strongly linked to the EITC 
I, ,

iexpansion. ' 

i . . 
'Improving Access to Affordable and Quality Child Care: Under the Clinton 
Administration, federal funding for child care has increased by 70%, helping parents pay for 
the care of ab'out one million children. The 1996 welfare reform law increased child care 
lfunding by $4 billion over six years to provide child care assistance to families moving from 
lwelfare to work. . . 

, iThe President's budget proposes to expC!11d the Child Care and Development Block Grant to 
help working families struggling to meetthe costs ofchild care. The President's proposal: 
(1) increases funding .for child care subsidies by $7.5 billion over five years, and these new 
funds, combined with funds provided in welfare reform, will enable the program to serve an 
';additional1.15 million children by FY 2004; (2) provides $3 billion over five years to 
promoteeariy learning; and (3) provides $173 million to improve child care quality. 
Additional funds for subsidies are necessary because currently, only 1.25 million of the 
approximately 10 million families eligible for assistance under federal law receive help. 

1'he President's proposal also includes $5 billion over five years to expand the Child and 
Dependent Care Tax Credit (CDCTC) to provide greater tax relief for nearly thre,e million 
working families paying for child care and eliminate income tax liability for almost all 
families with incomes below 200% ofpoverty. Additionally, the proposaUncludes $1.3 
billion to enable parents who have children under one year old to take advantage of the 
CDCTC by allowing these 1.7 million families to claim assumed child care expenses of 
$500. The President's plan also includes a new tax credit to businesses that offer child care 
~ervices to their employees.- The President has proposed spending $600 million in FY 2000 
to triple funding for the 21stCentury Community Learning Center Program, which supports 
~he cre,ation and expansion of after-school and summer-school programs to help roughly 1.1 
million children each year. Finally, the President'.s proposal includes a significant new 
investmentin Head Start, our nation's premier early childhood development program,with 
an additional $607 million in FY 2,000 to reach 42,000 more children, enabling the program 
t~ serve 877,000 low income children. 

~roviding Health Care to Low-Income \Vorking Families. The President has insisted on 
maintaining the Medicaid guarantee and has successfully fought to increase low-income 
families' access to health care. ' 
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I 
!~ Creation ofthe Children's Health Insurance Program. The President, with 

bipartisan support from the Congress, created the Children's Health Insurance 

I' Program (CHIP). The Balanced Budget Act of 1997 allocated $24 billion dollars 

J 
I over the next five years to extend health care coverage to uninsured children through 
i State-designed programs. States project that they will ensure 2.5 million children 

when their new CHIP programs are fully implemented. 
Allowing States to Expand Medicaid to Cover Families. The welfare law allows 
states to expand Medicaid coverage under section 1931 to families who earn too 
much to be eligible for Medicaid but not enough to afford health insurance. These 
expansions allow states to present Medicaid as a freestanding health insurance 
program for low-income families -- an important step towards removing the stigma 
associated with the program and reaching families who do not have contact with the 
TANF system. 
Providing Medicaid Coverage to Low-income Two-Parent Families Who Work. In 
August 1998, the President eliminated a vestige of the old welfare system by allowing 
all states to provide Medicaid coverage to working, two-parent families who meet 
State income eligibility requirements. Under the old regulations, adults in two-parent 
families who worked more than 100 hours per month could not receive Medicaid 
regardless of their income level: Because the same restrictions did not apply to 
single-parent families, these regulations created disincentives to marriage and full­
time work. Prior to eliminating the rule entirely, the Administration allowed a 
number of states to waive this rule. The new regulation eliminates this requirement 
for all States, providIng health co'verage for morethan 130,000 working families to 
help them stay employed and off welfare. . 
Tr[Jnsitional Medical Assistance (TMA). TMA provides time-limited Medicaid· 
coverage to low-income households whose earnings or child support would otherwi.se 
make them ineligible for welfare-related Medicaid under state income eligibility 
standards. The President's FY 2000 Budget would reduce burdensome. reporting 
requirements, including TMA eligibility procedures in the current Medicaid eligibility 
redetermination process. The budget also exempts those states that have expanded 
Medicaid coverage to families with incomes up to 185% of the federal poverty level 
from burdensome TMA reporting requirements,providing'states with additional- . 

incentives to provide critical health care services. 
Helping States Help Low ..Income Families. In March 1999, the Administration 
released new guidance encouraging States to reach out to children and families who 
are no 10Q.ger eligible for cash assistance but are still eligible for Medicaid or CHIP. 
It also establishes that states must provide Medicaid applications upon request and 
process them without delay: The guidance reiterates state responsibilities to establish 
and maintain Medicaid eligibility for families and children affected by welfare 
reform, and provides creative examples of the best way to liberalize eligibility. 

i '. . 
• Helping Working Families to Buy Food: In July 1999, the President took the following 

three executive actions to help ensure working families who need Food Stamps have access. 
I 

.~ New policy guidance making it easier for working families to own a car and still 
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I 
receive food stamps; 

1)- New regulations making it easier for states to serve working families by simplifying 
rules so that families don't have to report income as often and states'won't be 
penalized for small errors in projecting families' future earnings; and, 
A new public education campaign to educate working families about food stamps, 
including a toolkit to assist local, state, and community leaders in understanding food 
stamp program requirements, as well as model strategies to improve participation and 
future efforts by Secret:py Glickman to include new informational materials and an 
enhanced toll-free information line. 

"I 
• 	 ~Investing for the Future: In 1992, the President proposed to establish Individual 

jDevelopment Accounts (IDAs) to empower low-income families to save for a first home, 
post-secondary education, or to start a new business. The 1996 welfare reform law 
iauthorized the use of welfare block grants to create IDAs. And last year, the President signed 
Ilegislation creating a five-year demonstration program. Households that are either eligible , 
lor Temporary Assistance for Needy Families or qualify for the Earned Income Tax Credit, 
'and have' a net worth below $10,000 are eligible to participate in the demonstration. The FY 
;1999 budget includes $10 million to launch this initiative, and the President has proposed to 
~ouble the commitment to $20 million in FY 2000. . 
i 

PROMOTING PERSONAL RESPONSIBILITY 
I
I 	 . 

• 	 Increasing Parental Responsibility and Enforcing Child. Support: Tougher measures 
'4nder the Clinton Administratio~ resulted in a record $14.4 billion in child support 
tollections in 1998, an increase of $6.4 billion, or 80% since 1992. Not only are collections 
\iP, but the number of families that are actually receiving child support has also increased. In 
i997, the number ofchild support cases with collections rose to 4.2 million, an increase of 
48% from 2.8 million in 1992. 

I;;.. 	 Improving the Collection System. A new collection system, proposed by the 
President in 1994 and enacted as part of the 1996 welfare reform law, has located 
over 1.2 million delinquent parents in its first nine months of operation. With 
approximately one-third of all child support cases involving parents living in different 
states, this National Directory ofNew Hires helps track parents across state lines. 
Tougher Penalties. In June 1998, the President signed the Deadbeat Parents l' 
Punishment Act, a law based on his 1996 proposal for tougher penalties for parents 
whp repeatedly fail to support children living in another state or who flee across state 
lines to avoid supporting them. ' , 
Increasillg Paternity Establishments. Paternity establishment, often the crucialfirst 
step in child support cases; has dram~tically.increased, due in larg~ part to the in­
hospital voluntary paternity establishment program begun in 1994 by the Clinton 
Administration. In 1998, the number of fathers taking responsibility for their children 
by establishing paternity rose to a record 1.5 m~llion, triple the 1?92 figure of 
512,000. In 1998,40%, or 614,000 of all paternities were established through the in­
hospital program. 

1 
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, }> 	 Increasing Collections. Finally, President Clinton has taken executive action, 
including: collections from federal payments such as income tax refunds and 
employee salaries, and steps to deny federal loans to delinquent parents. ,The federal 

'\ 	 government collected over $1.1 billion in delinquent child support from federal 
income tax refunds for tax year 1997, a 70% increase since 1992. 

, 

I 


• ;, Breaking the Cycle of Dependency -- Preventing Teen Pregnancy: Significant 
jcomponents of the President's comprehensive effort to reduce teen pregnancy became law 
Iwhen the President signed the 1996 Personal Responsibility Act. The law requires unmarried 
:minor parents to stay in school and live at h9me or in a supervised setting; encourages 
["second chance homes'~ to provide teen parents with the skills and support they need; and, 
;provides $50 million a year in new funding for state abstinence education activities. Since 
j1993, the Administration has supported innovative and promising teen pregnancy prevention 
Istrategies, including working with boys and young men on pregnancy prevention strategies., 
iThe National Campaign to,Prevent Teen Pregnancy, a private nonprofit organization, was 

, :formed in response to the President's 1995 :State of the Union. In 1997, the President 
,announced the National Strategy to Prevent Teen Pregnancy. The first annual report on this 

. Strategy reported that HHS-supported programs already reach at least 31 % or 1,470 
~ommunities in the United States. , In April 1999, the Vice President announced new data 

, showing that we continue to make real progress in encouraging more young people to delay, 
parenthood -- teen births have declined nationwide by 16% from 1991 to 1997, and have 
fallen in every state and across ethnic and racial groups.' In addition, teen pregnancy rates are 
~t their lowest level in 20 years. 

I
t, 

I , 
\ 
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5124199TEMPORARY ASSISTANCE TO NEEDY FAMILIES (TANF) 
Summary of State Spending of Federal Funds 

'..FY 1997 through First Quarter FY 1999 

IFEDERAL FUNDS TRANSFERRED TRANSFERRED AVAILABLE· TOTAL UNLIQUIDATED UNOBLIGATED 

FY 97 FUNDS 

FY 96 FUNDS -

AWARDED TO CCDF TO SSBG FORTANF EXPENDITURES OBLIGATIONS BALANCES 

13.360.423.923 

16:562.360.591 

4,431.919.162 

314,735,733 

747,652,286 

125.821.015 

432.529,663 

.­
1.090,643,748 

83.035,017 

12,613,158,307 

14.723.864.555 

4,223,063,130 

·11,487,797,994 

11,099.568,087 

1,569,143,349 

922,446,091 

1,605,236,436 

762,684,096 

232,473.219 

2.076.594,795 

1.900.765.6491FY 99 FUNDS 

TOTAL $34.354,723,676 $1,188,409,036 $1.606.208,648 $31,560,105,992 $24,156;509,430 $3.290.566.627 .$4.211.853,663 


PERCENTAGE 100% 3% 5% 92% 70% 10% 12% 




Table 2 Monthly Total Income for a Family of Three under Four Work Scenarios 
'in 12 States . 

Work Scenario 

Part-Time, Full·TIme, 
Minimum Minimum Full·TIme, 

State No Work Wage Wage $9/Hour 

Alabama $479 $894 $1,198 $1,442 
California 825 1,226 1.449 1.512 
Colorado 674 1.041 1,243 1,478 
Florida 618 1,036 1,275 1,489 
Massachusetts 825 1,209 1,448 1.522 

. Michigan 743 1,082 1,257 1,470 
Minnesota 763 1,168 1,409 1,475 
Mississippi 435 905 1,215 1,477 
New Jersev 726 1,066 1,300 1,491 
New York 833 1.205 1.447 1,536 
Texas 503 901 1.233 1,482 
Washington 812 1,120 1,344 1.482 

Median 734 1.074 1,287 1.482 

Notes: TOlallncome consislt or eunlnp. TANF benefil. c.ub value or rood 'lamp allotment. redertl Woed Income Tax 
Credit. aDd ,tale earned income and other lax CNldllJ, leu the employee" shue or payroll taxes and redenland ,Iale 
Income I&x Uabilitles. . 

Program rules are ~sed on the Ur~n Institute', summary 01 ,late TANF plan" leglslallon. I.lld !'ellulallon, as 01 
October 1997. 

Source: G. Acs, et al. (1998) Does work Pay? Analysis of the Work Incentives 
Under T ANF (Occasional Paper #9). Washington, DC: Urban Institute 



RESTORING FAIRNESS AND PROTECTING THE MOST VULNERABLE 

ThePresident made a commitment to fix several provisions in the welfare reform law that had 
nothing to do with moving people from welfare to work. In 1997, the President fought for and 
ultimately was successful in ensuring that the Balanced Budget Act protects the most vulnerable. In, 
1998, the President continued his proposals to reverse unfair cuts in benefits to legal immigrants. 
The Administration's FY 2~00 budget would build on this progress byrestoring important disability, 
health, and nutrition benefits to additional categories of legal immigrants, at a cost of $1.3 billion 
ovedive years. The Administration's proposal is included in the Fairness for Legal Immigrants Act 

,of 1999 (S.7921H.R.1399) recently introduced by Senator Moynihan and Representative Levin. In 
addition, Senators Chafee, McCain, Mack, Jeffords, Graham, and Moynihan.introduced S. 1227, a ' 
bipartisan bill similar to the Administration's proposal to restore health coverage to legal immigrant 
children and pregnant women. 

• Disability and Health: The Balanced Budget Act of 1997 and the Noncitizen Technical 
Amendment Actof 1998 invested $11.5 billion to restore disability and health benefits to 
380,000 legal immigrants who were in this country before welfare reform became law 
(August 22, 1996). The President's FY 2000 Budget would restore eligibility for SSI and 
Medicaid to legal immigrants who enter the country after that date if they have been in the 
United Stat~s for five years and become disabled after entering the United States. This 
proposal would cost approximately $930 million and assist an estimated 54,000 legal 
immigrants by 2004, about half ofwhom would be elderly. 

• Nutritional Assistance: The Agricul~ural Research Act of 1998 provided Food Stamps for 
225,000 legal immigrant children, senior citizens, and people with disabilities who enter the 
United States by August 22, 1996. The 'President's FY 2000 Budget would extend this 
provision by allowing legal immigrants in the United States on August 22, 1996 who 
subsequently reach age 65 to be eligible for ~ood Stamps at cost of $60 million, restoring 
benefits to about 20,000 elderly legal immigrants by 2004. 

• Health Care for Children and Pregnant Women: Under current law, states have the option 
to provide health coverage to immigrant children and pregnant women who entered the 
country before August 22, 1996. The President's FY 2000 Budget gives states the option to 
extend Medicaid or CHIP coverage to low-income legal immigrant children and Medicaid to 
'pregnant women who entered the country after August 22, 1996. The proposal would cost 
$325 million and provide critical health insurance to approximately 55,000 children and 
23,000 women by FY 2004. This proposal would reduce the number ofhigh-risk 
pregnancies, ensure healthier children, and lower the cost ofemergency Medicaid deliveries; 

• Helping People Who Want to Work but Can't Find a Job: The Balanced Budget Act, as 
amended by the Agricultural Research Act, also restored $1.3 billion in food stamp cuts. The 
welfare reform law restricts food stamps to 3 out ofevery 36 months for able-bodied childless 
adults, unless they were working. Acknowledging that finding a job often takes time, the 
BBA provided funds for work slots and food stamp benefits to help those who are willing to 
work but, through no fault of their own, have not yet found employment. In addition, the 
BBA allows states to exempt up to 15% ofthe food stamp recipients (70,000 individuals 
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monthly) who would otherwise be denied benefits as a result of the "3 in 36" limit. 
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THE WHITE HOUSE 


Office of the Vice President 


For Immediate Release Contact: 
Monday, August 2, 1999 (202) 456-7035 

VICE PRESIDENT GORE ANNOUNCES FEDERAL GOVERNMENT IS DOING ITS 

SHARE IN MOVING FAMILIES FROM WELFARE TO WORK 


Washington, DC -- Vice President Gore announced today that the federal government has 
hired over 14,000 weJfare recipients since launching the F ederaIWelfare-to-Work Hiring Initiative 
in March 1997, far exceeding the goal to hire 10,000 individuals by the year 2000. And, new data 
from the U.S. Office ofPersonnel Management show that federal Welfare-to-Work hires are not only 
getting off welfare, but they are staying off and succeeding in their new jobs. 

"More and more people are moving from welfare to work, and I'm proud the federal 
government is doing its part," said Vice President Gore. "And I'm particularly pleased that nearly 
70 percent of federal Welfare-to-Work hires were still on board with us after one year a far higher 
retention rate than for other federal employees .. Clearly, welfare to work can payoff for both 
employers and employees." 

As of September 1998, almost 70 percent offederal Welfare-to-Work hires were still working 
in their federal positions after one year. In comparison, only 37 percent of the non-Welfare-to-Work 

employees hired during the same period for similar jobs and pay levels, were still in their jobs. 

These results are consistent with the experience of the private sector employers involved in The 


. Welfare-to-Work Partnership. Businesses in dozens of industries find that welfare-to-work retention 

is often higher than that experienced with non-welfare hires. Welfare hiring programs no(only help 

meet labor needs, but decrease costly employee turnover. 

Today, Vice President Gore will talk with successful federal Welfare-to-Work hires from 
several agencies around the country. Dedicated cabinet secretaries and agency coodinators have. 
hired over 14,000 individuals in jobs such as Clerks, Food Service Workers, Enumerators, and Motor 
Vehicle Operators in hundreds of federal offices nationwide. Four out of five federal Welfare-to­
Work hires work outside the Washington area. As part ofthis effort, the White House pledged to 
hire six welfare recipients and has already brought eight individuals on board. 

Vice President Gore's Second Annual Report to the President on the Federal Welfare-io­
Work Hiring Initiative highlights strategies that agencies use to recruit and retain their federal 
Welfare-to-Work hires. Retention strategies include: on-the-job training, mentoring programs, 
counseling services, health benefits, as~istance with transportation and child care, flexible work 
schedules, and information on supports for working families such as the·Eamed Income Tax Credit. 

"Welfare-to-Work works for federal employers," said U.S. Office ofPersonnel Management 
Director Janice Lachance. "Federal Welfare-to-Work hires are almost twice as likely to stay on the 
job for a full year than non-Welfare-to-Work employees. What a great incentive to keep the. 
momentum going." 

### 
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TABLE 1 
TEMPpRARY ASSISTANCE FOR NEEDY FAMILIES 

TANF WORK PARTICIPATION RATES 
FISCAL YEAR 1998 

't" 

ALABAMA 

~ 
ARIZONA 

~ 
COLORADO 
CONNECTICUT 

GEORGIA 
rGUAM7 
'ltAWAlI 
IDAHO 
ILLINOIS 
INDIANA 
IOWA 
KANSAS 
KENTUCKY 
LOUISIANA 

MAINE 
MARYLAND 
MASSACHUSETTS 
MICHIGAN 

c::MiiiNESOW 
MISSISSIPPI' 
MISSOURI 
MONTANA 

csEaRASIW 
NEVADA 

NEW HAMPSHIRE 
NEW JERSEY 
~-
NEW~O~K .c1JOiiT:ARO II~ 
NORTH DAKOTA 
OHIO 

. OKLAHOMA 

~N . 
!:NNtVLVANjA) . 

TENNESSEE 

~ 
UTAH 
VERMONT 
~RGIN ISLAND!l 

~ 
~~;TO~WES Gi 

WISCONSIN 
WYOMING 
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CHANGE IN TANF CASELOADS 


, 

Total. TANF families and recipients 
(in thousands) 

Percent 
Jan-93 Jan-94 Jan-95 Jan-96 jan-97 Jan-98 Mar-99 (93-98) 

F~milies 4,963 5,053 4,963 4,628 4,114· 3,305 2,668 -46% 

2,295,000 fewer families 

Recipients 14,115 14,276 13,931 12,877 11,423 9.132 7,335 -48% 

6,780 fewer recipients. 

Total TANF recipients by State 
Percent 

. STATE Jan-93 Jan-94 . Jan-95 Jan-96 Jan-97 Jan-98 Mar-99 (93-98) 

Alabama 141,746 135,096 121,837 108,269 91,723 61,809 46,934 -67% 

@sk]) 34,951 37,505 37,264 35,432 36,189 31,689 28,020 @oiJ 
Arizona· 194,119 202,350 195.082 171,617 151,526 113,209 92,467 -52% 
Alabama 73,982 70,563 65,325 59,223 54,879 36,704 29,340 -60% 

2,415,121 2,621,383 2,692.202 2.648.772 2,476.564 2.144,495 1.818,197 E%§j<ga:«I0rnia)
olorado 123,308 118,081 110,742 . 99,739 87,434 55,352 39,346 -68% 

Connecticut 160,102 164,265. 170,719 161.736 155,701 138,666 90,799 -43% 
27,652 29,286 26,314 23,153 23,141 18,504 16,581 -40% 
65,860 72,330 . 72,330 70,082 67.871 56,128. 52,140 

701.842 689,135 657,313 575,553 478,329 320,886 198,101 -7 0 ~ 
402,228 396.736 388,913 367,656 306,625 220,070 137,976 -66% 

5,087 6,651 7,630 7,634 7,370 7,461 8,620 
54,511 60,975 . 65,207 66,690 65,312 75,817 45,515 
21,116 23,342 24,050 23,547 19,812 4,446 . 2,897 

Illinois 685,508 709,969 710,032 663,212 601,854 526,851 382.937 -44% 
Indiana 209,882 218,061 197,~25 147,083 121,974 95,665 109,675 -48% 

,
Iowa 100,943 110,639 103,108 91;727 78,275 69,504 60,151 -40% 
Kansas 87,525 87,433 81,504 70,758 57,528 38,462 32,873 -62% 
Kentucky 227,879· 208,710 193,722 176,601 162,730 132,388 99,560 -56% 
louisiana 263,338 252,860 258,180 239,247 206,582 118,404 111,074 -58% 
Maine 67,836 65,006 . 60,973 56,319 51,178 41,265 34,108 -50% 
Maryland 221,338 219,863 227,887 207,800 169,723 130,196 89,003 -60% 
Massachusetts 332,044 311,732 286,175 242,572. 214,014 181.729 151.592 -54% 
Michigan 686,356 672,760 612.224 535,704 462,291 376,985 263,583 . -62% 
Minnesota 191.526 189,615 180,490 171,916 160,167 141,064 140.128 -27% 

174.093 161,724 146,319 133,029 109,097 66,030 38,426 @~ 
Missouri 259,039 262,073 259,595 238,052 208,132 162,950 135,383 -48% 
Montana 34,848 35,415 34,313 32,557 28,138 20,137 15.508 -55% 
Nebraska 48,055 46,034 : 42,038 38,653 36,535 38.090 34,662 -28% 
Nevada 34,943 37,908 41,846 40,491 28,973 29.262 20,283 -42% 
New Hampshir 28,972 30,386 28.671 24,519 20,627 15,947 16,090 -44% 

NeWJer~ 349,902 334,780 321,151 293,833 256,064 . 217.320 175.223 -50% 
. <!§.iMex~;J 94.836 101,676 105.114 102,648 .; 89,814' 64,759 80,686 . ,~ 

New York 1,179,522 1,241,639 1,266,350 1,200,847 1,074,189 941.714 828,302 -30% 
North CarolinCi 331,633 334,451 317,836 282,086 '253,286 192,172 138,570 -58% 
North Dakota 18,774 16,785 14,920 13,652 11.964 8,884 8,355 -55% 



Percent 

STATE Jan~93 Jan·94' 'Jan·95 Jan·96 Jan-97 . Jan-98 Mar-99 (93·98) 


Ohio 720,476 691,099 '629,719 552,304 518,595 386.239 282,444 -61% 

Oklahoma 146,454 133.152 127,336. 110,498 87,312 69,630 56,640 -61 % 

Oregon 117.656 116,390 107,610 92,182 66,919 48.561 . 45,450 -61% 

Pennsylvania 604,701 .615.?81 611,215 553.148 484,321 395,107 312,364 -48% 

Puerto Rico 191,261 184,626 171.932 156,805 145,749 130,283 107,447 

Rhode Islana 61,116 62,737 62,407 60,654 54,809 54,537 53,859 .• %
l:~?~ 
South Carolina 151,026 143,883 133,567 . 121,703 98,077 73,179 42,504 -72% . 
South Dakota 20,254 19,413 17,652 16,821 14,091 10,514 8,445 ·58% 
Tennessee 320.709 '302,608 281,982 265.320 195.891 139,022 ,152,695 -52% 
Texas 785,271 796.348 765,460 714,523 626.617 439,824 313.823 -60% 
Utah 53.172 50.657 47,472 41.145 . 35,493 29,868 26,428 -50% 
Vermont 28.961 28.095 27,716 25.865 23,570 21.013 18.230 -37% 

@.irgin Islands 3.763 3,767 4.345 5,075 4,712 4,129 3.533 -67;1 
Virginia 194,212 194.959 189,493 166,012 136,053 ,107,192 88,910 -54% 
Washington 286,258 292,608 290,940 276,018 263,792 228.723 174,099 -39% 

119,916 115,376 107,668 98,439 98.690 51.348 44.367 -63% 
241,098 230,621 214,404 184:209 132,383 44,630 28.863 

18.271 16,740 15,434 13.531 10,322 2,903 1,770 -90o/t~ 
U.S. Total 14,114,992 14.275,877 13,930,953 12,876,661 11,423,007 9,131.716 ' 7,334,976 -48% 

Source: 

U.S. Dept. of Health & Human Services 

Administration for Children and Families 

Aug-99 
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THE WHITE HOUSE 


Office of the Vice President 


For Immediate Release Contact: 
Monday, August 2, 1999 (202) 456-7035 

VICE PRESIDENT GORE ANNOUNCES FEDERAL GOVERNMENT IS DOING ITS 

SHARE IN MOVING FAMILIES FROM WELFARE' TO WORK 


Washington, DC -- Vice President Gore annoUnced today that the federal government has 
hired over 14,000 welfare recipients since launching the Federal Welfare-to-Work Hiring Initiative 
in March 1997, far exceeding the goal to hire 10,000 individuals by the year 2000. And, new data 
from the U.S. Office ofPersonnel Managem~nt show that federal Welfare-to-Work hires are not only 
getting off welfare, but they are staying off and succeeding in their new jobs. 

"More arid more people are moving from welfare to work, and I'm proud the federal 
government is doing its part," said Vice President Gore. "And I'm particularly pleased that nearly 
70 percent of federal Welfare.:.to-Work hires were still on board with us after one year - a far higher 
retention rate than for other federal employees. Clearly, welfare to work can payoff for both 
employers and employees." 

As ofSeptember 1998, almost 70 percent offederal Welfare-to-Work hires were still working 
in their federal positions after one year. In comparison, only 37 percent of the non-Welfare-to-Work 
employees hired during the same period for similar jobs and pay levels, were still in their jobs. 
These results 'are consistent with the experience of the private sector employers involved in The 
Welfare-to-Work Partnership. Businesses in dozens of industries find that welfare-to-work retention 
is often higher than that experienced with non-welfare hires. Welfare hiring programs not only help 
meet labor needs, but decrease costly employee turnover. ' 

Today, Vice President Gore will talk with successful federal WelfaJe-to-Work hires from 
several agencies around the country. Dedicated cabinet secretaries and agency coodinators have 
hired over 14,000 individuals in jobs such as Clerks, Food Service,-W:orkers, Enumerators, and Motor 
Vehicle Operators in hundreds of federal offices nationwide. Four out of five federal Welfare-to­
Work hires work outside the Washington area. As part of this ~ffort, the White House pledged to 
hire six welfare recipients and has already brought eight individuals on board. 

Vice President Gore's Second Annual Report to the Presirient on the Federal Welfare-to­
. Work Hiring Initiative highlights strategies that agencies use to recruit and retain their federal 
, Welfare-to-Work hires. Retention strategies include: on-the-job training, mentoring programs, 

..... 

counseling services, health benefits, assistance with transportation and child care, ~exible work 
schedules, and information on supports for working families such as the Earned Income Tax Credit. 

; . . 

'" Welfare-to-Work works for federal employers," said U.S. Office ofPersonnel Management 
Director Janice Lachance. "Federal Welfare-to-Workhires are almost twice as likely to stay on the 
job for a full year than ,non-Welfare-to-Work employees .. What a great incentive to ,keep the 
momentum going." 

, ###' 
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Welfare to Work Q&As 
August 3, 1999 - 100ig version 

Today's Announcements 

Q: 	 What is the President announcing today? 

A: 	 Today, three years after enactment of the welfare refonn law, President Clinton will announce 
that a1150 states met the law's overall work requirements in '1998, and nearly four times more of 
those on welfare are working than when he took office. These are the first work data from every 
state to he released under the 1996 welfare refonn law, and ~hey con finn a growing body of 
evidence that three years later, record,numbers ofpeople are moving from welfare-to'-work. 
These findings, along with new figures showing cas'eloads have declined by 6.8 million since the 
President took office, will be contained in a report transmitted to Congress today: The President 
will make these announcements at a National Forum corivened by The Welfare-ta-work 
Partnership, whose companies have hired over 410,000 welfare recipients. At the National 
Forum, the President will talk to former recipients about their experiences mov:ing from welfare­
to-work, ,call on business leaders to hire even more people from the welfare rolls, challenge 
federal, state and local officials to invest funds in those who need help the most, and warn , 
Congress not to renege on the bipartisan commitment to help states and communities finish the 
job of welfare refonn. ' , 

Q:, 	 What's the significance of the work participation rates released today? 

A: 	 These are the first full year ofwork data available under the 1996 welfare refonn law, and 

the first data available for all states. The data to be released by the President today show 

that every state and the District of Columbia met the'welfare law's overall work 


, requirement for 1998, which requires 30 percent of families to' have a parent working or 
engaged in a work activity at least 20 hours per week. Nationally, 35 percent of all 
welfare recipients were participating in a'work activity in 1998, cont1nning that we are 
dramatically changing the welfare system to focus on work. Not all states met the law's 
two parent work rates, which require 75 percent oftwo parent families to participate: of 
the forty-one states subject to the rate, 28 met it. These data cover fiscal year 1998 
(October 1, 1997 through September 30, 1998). Last December, HHS released data for 
that 39 states that were required to meet the work rates for the last quarter ofFY 1997 
(July 1, 1997 - September 30, 1997), showing that the 39 st&tes met the overall work 
requirement and 15 states met the two-parent rate. 

NOTE: A table with state-by"'state,participation rate data has been provided to the press office. 

Q: 	 How is welfare reform going? 

, A: 	 First, welfare refonn has been successful in moving many families fromwelfare-to-work. 
The 1998 data show that four times more welfare recipients are working than when the 
President took office. Nationally, the percentage of the welfare recipients working rose 
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from 7 percent in 1992 to 27 percent in 1998, with the remainder fulfilling their 
participation requirements through job search, education and training. 

Second, we have learned a fair amount about the effects of welfare reform on 
employment and earnings, and the early news is very encouraging. Numerous 
independent studies confirm that more people are moving from welfare-to-:,work. A 
recent General Accounting Office report found that between 63 and 87 percent ofadults 
have worked since leaving the welfare rolls. Preliminary findings from six of the HHS 
funded studies of families leaving welfare indicate that between one-half and three-fifths 
of former TANF recipients found work in jobs which were covered by their States' 
Unemployment Insurance program. At the same time, the Census Bureau's Current 
Population Survey shows that between 1992 and 1998, the employment rate of previous 
year welfare recipients increased by 70 percent. 

Third, caseloads are down dramatically. Welfare caseloads are at their lowest level since 
1967 and the welfare rolls have fallen by nearly half since the beginning of this. 
Administration. Thenumber of recipients fell from 14.1 million in January 1993 to 7.6 
million in March 1999, a decline of nearly 6.8 million or 48% fewersince President· 
Clinton took office. 

Fourth, there has been NO raCe to the bottom in state welfare spending-states are . 
spending more per recipient now than they did in 1994. In 1998, all states met the 
minimum speI1ding requirements required by law and 13 states exceeded them .. 

Fifth,a majority of states are increasing their "earnings disregards." That means they're 
raising the amount of earnings that are not counted when determining a recipient's 
benefits. This will not only help pull families out ofpoverty,ii will send the message to 
low wage earners that going to work is a better deal than staying home. 

This is clearly not the end ofwelfare reform, it is only ~he beginning. And that's why this 
Administration has challenged all Americans to help make this historic law work even 
better. The President has spoken forcefully about the need f~r the business community to 
hire people corning offwelfare; The 12,000 companies that have joined the Welfare-to­
Work Partnership hl:'\ve hired 410,000 welfare recipients. The federal government has 
done its fair share too, hiring over 14,000 welfare recipients. 

Congress can.also do more. The Administration's budget requests $19 billion in 
significant new funding for child care to help working families meet the cost of child care 
requests; $430 million for welfare-to-work housing vouchers; doubles Access to Jobs . 

. transportation funding; and extends tax .credits to businesses to encourage the hiring and 
retention of welfare recipients. 
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Participation Rates 
Q: What do these participation rates tell us about welfare reform? 

A: This early report on activities in the states is very promising, showing that we are making 
progress in moving parents on welfare into jobs or giving them the work skills they need 
to get a job. It's important to note that all states met the all family participation rate 
standard for 1998, confirming a growing body of evidence that three years since the 
welfare refo~ law, record numbers of people are moving from welfare to work. 

Q: What is going to happen to the states which failed to reach their participation rate 
requirements? " 

. A: First, it's important to note that all states met the overall participation. Second, there were 
some states that failed to meet the two-parent participation rate. For these states, the 
penalty amount will be based on the percentage of two-parent families in the state's 
caseload. However, states can submit corrective compliance plans or appeal the penalty 
for a reasonable cause exception. . . 

The states that failed to meet the two-parent participation rates are Alaska, Arkansas, 
Delaware, District of Columbia, Minnesota, Nebrask~, New Mexico, North C8.!olina, 
Pennsylvania, Rhode Island, Texas, Virginia, Washington, and West Virginia. In 1998, 
the territories were subject to penalties for the first time. Guam, Puerto Rico 'and the 
Virgin Islands did not meet the overall participation rate requirements and are liable for 
penalties. They can also submit corrective plans or appeal the penalty. 

[Background: The penalty amounts range from $2~339 to $1,616,434. The list of states 
follows: 

For the states failing to meet the 2-parent rate the penalties are as follows. (Also note that the 
two-parent penalty has been pro-rated based on the proportion of two parent cases in the state.) 

Alaska 
Arkansas 
Delaware 
D.C. 
Minnesota 
Nebraska 
New Mexico 
N. Carolina 
Pennsylvania 
Rhode Island 
Texas $61,182 
Virginia $13,214 
Washington $127,175 
West Virginia $42,640 . 
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" .. 

For the 3 territories failing the all-family rate, the penalties are: 

Guam $76,24i 
Puerto Rico $1,616,434 
Virgin Islands $47,015 

Q: What is the maintenance of effort penalty and are any states going tobe penalized? 

A: As a condition of signing the 1996 welfare law, President Clinton insisted on a provision 
that would require states to maintain a percentage of state spending in the welfare 
program to guard against a "race to the bottom." The requirement includes a strong 
penalty for failing to maintain state 'spending. There has been no race to the bottom since 
the welfare law was enacted with states spending more per recipient now than they did in 
1994. If a state failed to meet the level of funding, the penalty is the-amount under spent 
by the state plus the state is required to spend the same amount into the T ANF program. 
~n 1998, no state is subject to the maintenance of effort penalty. . 

Q: Why are there such differences between the states as far as two-parent caseloads? Is 
. there any way to categorize these differences? 

A: Under the new welfare law, states continue tohave considerable flexibility in establishing 
eligibility for programs for two-parent families. Nationally, the numbers remain small at 
about 6 percent of the totalcaseload. Some states have made changes to expand 
eligibility for the two-parent family program by increasing the number ofhours parents 
can work while retaining their benefits. This change can account for some of the increase 
in both numbers and percentage of families engaged in work actiyities. . 

Q: Why do some states not have two-parent programs? 

A: States have always had, bother under the previous AFDC and current T ANF programs, 
flexibility in the eligibility and size of two-parent welfare programs. There is no 
requirement for a state to have a two-parent program. Nationally, the numbers remain 
small at about 6 percent of the total'caseload. Of the 10 states and territories not subject 
to the participation rate requirement, six states have opted to establish separate state 
programs for two-parent families that they have the flexibility to do under the 1996 
welfare law. Under a separate state program, the state is not' subject to the participation 
rate requirements. Four states and territories have chosen not to have a two-parent' 
prograITl· 

- 4­



Q: 	 . What is the participation rate requirement and how do you cakulate the rates? 

A: 	 Under the Temporary Assistance for Needy Families (TANF) program established by the 
new welfare law, states are required to meet minimum participation rates of parents on 
welfare either working or engaged in work activities. The rates for all families started at 
25 percerit in 1997 and increase 5· percent each year to 50 percent in 2002. For two­
parent families, the rates started at 75 percent and increase in 1999 to 90 percent. In 
1998, states were required to meet 30 percent for all families and 75 percent for two­
parent families with single parents working a minimum of 20 hours per week and two 
parents working a minimum of 35 hours per week. States call receive a credit for 
reductions in their welfare caseloads for parents leaving welfare compared to previous 
years.· The credit adjusts the target. in both rates for each state. Also, several states had 
adjustments to their rates because they continued waivers approved under the Clinton 
administration. 

Q: 	 How do the participation rates work? What kind of work activities are the families 
doing? 

A: 	 Under the new welfare refonn law, states are required to have a specific percentage of 
their welfare cases involved in work activities for each year. There are two rates for FY 
1998: 30 percent of all TANF families must be engaged in work activities (for at least 20 
hours.per week) and 75 percent of two-parent TANF families must be engaged in work 
activities (for at least 35 hours per week). The two-parent families make up only a small 
percentage of the total caseload, less than 10 percent nationwide. About three-quarters of· 
those counting toward the work rates were in a direct work activity (unsubsidized 
employment, subsidized employment, work experience or community service, with the 
vast majority of these inunsubsidized employment). The remainder fulfilled their 
participation requirements through job search, education or training. 

Q: 	 Isn't it true that some states only met the participation rate because they reduced 
their welfare caseloads? ' . 

A: 	 The law provides states with credit for thos<:: who left the welfare rolls, to ensure success 
is not simply measured by those who stay on welfare and work. However, two-thirds of 
states met or exceeded the overall family work rate without the caseload reduction credit, 
and nationally, 35 percent of all welfare families were participating - exceeding the target 
of 30 percent. 

The "caseload reduction credit" in the law reduces a state's participation rate target by the 
number of percentage points its caseloads declined between 1995 and 1997. For 
example, if a state's caseload went down byl 0 percent between 1995 and 1997, its 
participation rate target for all families is reduced from 30 percent to 20 percent. 
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Q: 	 What is the basis for saying the percent of people working ~as quadrupled? 

A: 	 State data reported to HHS shows that four times more of those on welfare are working 
than when the President took office. Nationally. the percentage ofwelfare recipients 
working rose from 7 percent in 1992 to 27 percent in 1998 - the highest level ever 
recorded. The 27 percent working includes employment, work experience and 
community service. . 

Caseload 
Q: 	 How much have welfare caselo~ds declined? 

. A: 	 New welfare caseload numbers to be released by the President today show the percent of 
Americans on welfare is at its lowest level since 1967. The welfare rollshave fallen by 
48 percent, or 6.8 million, since January 1993, when they stood at 14.1 million. State-by­
state numbers show that since 1992, 31 states have had declines of 50 percent ''or more. 
Since the welfare reform law was signed in 1996, caseloads have declined by 4.9 million 
or 40 percent. Nationally, 2;7 percent ofAmericans receive welfare benefits funded 
through the Temporary Assistance for Needy Families program. 

NOTE: A ta,ble showing state-by-state caseloads has been provided to the press office . 

.Q: 	 How much of the caseload decline is due to the economy? 

A: 	 '. A new report by the Council of Economic Advisers, released today, finds that the 
implementation ofwelfare reform is the single most important factor contributing to the 
widespread and continuous caseload declines from 1996 to 1998. CEA estimates that the 
program changes implemented as a result of welfare reform account for approximately 
one-third of the caseload reduction from 1996 to 1998. The 's,trong economy has also 
played an important role, accounting for approximately ten percent of the decline between 
1996 and 1998. 

A growing economy does not always produce caseload declines. The General 
Accounting Office recently testified that during the 1980s, with a booming economy, 
welfare rolls actually increased by 12 percent. Declines did not begin until 1994, arid 
decreases were modest until welfare reform was enacted. 

Q: 	 Is the rate of caseload decline beginning to slow? 

A: 	 No. Both the absolute decline (238,000 recipients) and the rate of decline (-3.1 percent) 
for January to March1999 is larger than the declines for the same period last year 
(222,000 recipients and -2.4 percent). However, we would not find it terribly surprising 
that the rate ofdecline may be slowing for some states that have reduced their caseloads 
dramatically over the past few years and are now working with those who have the 
greatest challenges to employment. That is exactly why we need to make an additional 
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A: 

Q: 

A: 

Q: 

A: 

Q: 

A: 

investment in helping those who remain 'on the rolls move into jobs and to ensure that 
those who have gone to work succeed in their jobs. 

How can you continue to tout caseload declines as a measure of welfare reform 
, , 

success when you still don't know what's happening to families leaving the rolls? 

Welfare caseload is one measure we have to determine how welfare reform is succeeding. 
We have several oth~r reports that show that more parents on welfare are working and 
those leaving the rolls are going into jobs. Nationally, the percentage of the welfare 
recipients working rose from 7 percent in 1992 to 27 percent in 1998, with the remainder 
fulfilling their participation requirements through job search, education and training. 
Thus, almost one in four recipients was employed,in atypical month, the highest level 
ever recorded. State evaluations indicate that 60 percent or more of the parents leaving 
welfare are going into jobs. We wi1lleam even more about parents moving into jobs, 
staying employed and earning more, both as a result of the high performance bonus that 
will encourage states to compete for$200 million additional federal dollars and from the 
ongoing HHS-funded studies of families leaving welfare. 

What is the caseload reduction credit? . 

Welfare 'reform effectively began prior to the new welfare law in 1996 when the Clinton 
administration granted 43 states waivers to test stronger work requirements, time limits of 
assistance and tougher parental responsibility provisions. States can claim a credit for 
reductions in their welfare caseload to be applied to the reporting year's minimum , 
participation rate for the year previous to FY 1995. States do have to adjust that number, 
for any reductions that are attributable to eligibility changes. For this second 
participation rate requirement, states can take a credit for caseload reductions in FY 1997. 

AIl-families versus two-parent families - are we using two different caseload 
reduction credits? 

, , 

States have the option to use the all-family caseload reduction rate for both all-family and 
two-parent minimum participation rates. Otherwise, 'states apply the reductions for all­
families and two-parents for the two participation rates respectively. 

What process does ACF use with the States for calculating compliance with work 
participation rates? 

First, states submit to ACF their work participation rate and recipient characteristic data, 
caseload reduction and waiver infOlmation. ACF then determines a caseload reduction 
credit for each State. (To ensure fair treatment of States that help families become self­
sufficient and exit the welfare rolls, Congress created the caseload reduction credit. As a 
result, states can claim a credit for reductions in their welfare caseload to be applied to the 
reporting year's minimum participation rate forthe year previous to FY 1995. It excludes 
reductions due to Federal law or to changes in eligibility criteria). ACF also determines 
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and applies the waiver provisions, and calculates the filial rate as well as appropriate 
, penalties. 

Second, ACF sends notification letters to States, which have 60 days to submit any 
requests for reasonable cause exceptions and ,corrective compliance plans. To ensure 
State accountability, a limited number of circumstances under which States may 
demonstrate reasonable cause are defined. Although the final T ANF regulations do not 
go into effect until October 1, f999, ACF is following the same basic principles 
concerning ,reasonable cause exceptions that the regulations embody. 

" ' 

The general factors that a State may use todaim reasonable cause exceptions are: (a) 
,natural disasters and other calamities; (b) federal guidance that provided incorrect 
'information; or (c) isolated problems of minimal impact. There are also two specific 
reasonable cause factors for failing to meet the work participation rate: (a) federally 
recognized good ca)lse domestic violence waivers; and (b) alternative services provided 
to certain refugees. Finally, the Secretary has discretion to grant reasonable cause in 
other circumstances. 

The statute provides for reductions in the work participation penalty based on the degree 
of the state's noncompliance. ACF is carrying this requirement out as follows: (a) if a 
State fails only the two-parent work participation rate, its penalty is prorated based on the 
proportion of two-parent cases in the State; and (b) a State receives a penalty reduction 
based on the percentage it achieves of the' target rate (as reduced by its caseload reduction 
credit). 

Finally, if a State does not demonstrate that it had reasonable cause, it may enter into a 
corrective compliance plan that will correct the violation and insure continued 
complianc(! with the participation requirements. If a State achieves compliance with 
work participation rates in the time frame that the plan specifies, then we do not impose 
the pen'alty. 

Vice President Announcement 
Q: What is the Vice President announcing Monday? 

A: The Vice President is announcing Monday that the federal government has hired over 
14,000 welfare recipients since launching the federal Welfare-to-Work Hiring Initiative in 
March 1997. We not only exceeded our goal to hire 10,000 individuals by the year 2000, 
but we did so nearly two years ahead of schedule. As a part of this effort, the White 
House pledged to hire six welfare recipients and has already brought eight individuals on 
board. And new data compiled by the Office of Personnel Management (OPM) show 
that welfare-to-work hires have 85 percent higher retention rates: almost 70 .percent of 
federal Welfare-to-Workhires were still working in their federal government positions 
after one year, compared to 37 percent of the non":Welfare-to:-Work employees hired 
during the same period for similar jobs and pay levels. According to The W elfare-to­
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Work Partnership, these results are consistent with the experience of the private sector 
employers. 

NOTE: A table showing agency-by-agency hires has been provided to the press office. 

The Welfare-to-Work Partnership Convention 

.Q: 	 What is the Welfare-to-Work Partnership and what is the purpose of the Chicago 
conference? 

. 	 . 

A: 	 The Welfare-to-Work Partnership is an independent, nonpartisan entity consisting ofbusinesses 
. committed to hiring welfare recipients into private sector jobs, which was created in response to 
the President's challenge in the 1997 State of the Union. Over 12,000 businesses of all sizes and 
industries have joined The Welfare'-to-Work Partnership since its launch at the White House in 
May 1997, -and they have already hired .an estimated 410,000 people from the welfare rolls. 

The three-day Chicago convention will allow over 2,000 company representatives, federal, state 
and local officials, and community-based organizations from around the country to participate in 
over 100 workshops highlighting successful welfare-to-work strategies they can replicate at 
home. 

Seventy-six percent of companies in The Welfare-to-work Partnership have hired former welfare 
recipients for full-time jobs and the average salary is $17,000 a year. More than 8 in 1(j 
executives have found their new hires are good, prod~ctive employees; sixty':'five percent of 
business leaders report that welfare-to-work hires have the same or higher retention rates than 
other employees, making welfare-to-work a smart solution for business.. 

Q: 	 Who were the p,articipants iii today's National Forum with the President? 

_A: - Today, the President participated in a national forum with over 2,000 businesses, federal, 
state and local officials, community-based organizations, and individuals who have 
moved from welfare-to-work around the country. He spokewith large and small 
businesses from a variety of industries, former welfare recipients who have been hired by 
these companies, community-based groups who partner with business to recruit and 
prepare welfare recipients for work and help them succeed on the job, and state and local 
elected officials. 

General Welfare 
Q:-	 Are you concerned that families leaving ~elfaremay be experiencing hardship? 

A: 	 This Administration has always been concerned about making work pay for low-income 

working families just above the poverty line. In-particular, we have fought for and 

succeeded in ensuring that families moving from welfare-to-work will have support, such 

as child care, housing, transportation, food stamps and Medicaid that they need to 

succeed in the work force. ThisAdministration also fought successfully to expand the 
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Earned Income Tax Credit and raise the minimum wage to ensure that working families 
can get out ofpoverty. In addition, through the ~elfare high performance bonus, we are 
providing states with a powerful incentive to move people not just offwelfare but into 
jobs by rewarding the states based on their success in plaCing people into jobs and 
helping them succeed in the work place. 

Si.nce welfare reform there has been a dramatic increase in employment amOIlg welfare 
recipients. The percentage of recipients who were working, including employment, work 
experience and community service, reached 27 percent in 1998, a nearly fourfold increase 
over the 7 percent recorded in 1992. Finally, all States met the first overall work 
participation rates required under the welfare reform law for FY 1998. 

Preliminary findings from six of the HHS funded studies of families leaving welfare 
indicate that between one-half and three-fifths of former TANF recipients are working 
jobs which are covered by their States' Unemployment Insurance program. Employment 
rates were even higher - '68 to 82 percent - when measured as the percentage of th()se 
who were ever employed within the first 12 months. A recent General Accounting Office 
report also found that between 63 and 8.7 percent of adults have worked since leaving the 
welfare rolls. 

We know from state evaluations and Census data that more parents are leaving the rolls 
and moving into jobs than was the cas~imder the old AFDC program. We do expect to 
know more as states compete for the High Performance Bonus. The bonus for each state 
will be measured by the numbers of adults moving into jobs, staying in work and earning 
more. We will, ofcourse, continue to monitor both the states' success in placing people 
into jobs and having these people succeed in the work place. 

Q: 	 Do you agree with Families USA that 675,000 people lost Medicaid coverage and 
became uninsured in 1997 because of welfare reform?· 

A: 	 . No. While the latest Medicaid enrollment figures show that there was a decline in the 
Medicaid rolls from 1996 to 1997, it is too early to say with confidence what has caused 
the decline. There are a number of employees particiPllting in employer-sponsored health 
insurance that contribute to any change in enrollment numbers. It's also important to note 
that while Medicaid enrollment has declined since 1996, the number of people under the 
poverty level who are unin~uredhas not increased in that period. 

We do believe that states can and should do more to ensure that they retain access to 
important work supports such as health insurance. In fact, states have more options now 
than ever before to provide health insurance to low-income families, 'including the ability 
under section 1931 to make more families eligible for Medicaid, and the option to waive 
the "100 hour rule" to expand Medicaid eligibility to working, two-parent families. 

HeFA also intends to be aggressive in ensuring that states carry out their responsibilities 
under Medicaid law. A new guidebook forstates released last month is just the latest of 
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, our efforts to work with states to ensure that people moving off cash assistance programs, 
and working families who may not realize they are eligible for assistance still get 
Medicaid benefits. The guidebook also makes clear that states' TANF-Medicaid 
application must furn~sh a Medicaid application upon request and may not impose a 
waiting period. States must also process Medicaid applications without delay. 

, 	 ' 

Q:, 
, 	
What has HCFA been doing to 

, 
ensure that States have been following the law and 

enrolling people into the Medicaid program? Has HCFA been lax in its 
enforcement of the law? 

A: 	 HCFA has been working hard with states to ensure that people who should be enrolled in 
Medicaid are, in fact, enrolled. 

Medicaid is ajointpartnership between HCFA and the states. States have primary 
responsibility for operating their programs. Nevertheless, HCFA continues to provide 
technical assistance to states and intends to be aggressive in ensuring that states follow all 
federal rules involved with Medicaid eligibility determinations. 

, Since the beginning of 1997, HCFA has issued numerous letters designed to inform and 
educate States oftheir responsibilities under Medicaid. ' A new guidebook for states 
released last month is just the latest of our efforts to work with states to ensure that' 
people moving off cash'assistance programs, and working families who may not realize 
they are eligible for assistance, still get Medicaid benefits. The guidebook also makes 
clear that states' TANF-Medicaid application must furnish a Medicaid application upon 

, request and may not impose a waiting period. States must also process Medicaid 

applications without delay. 


Next Steps on Welfare Reform· 

Q: 	 What's the President's agenda for moving more people from welfare-to-work? ' 

A: 	 Today, the President called for: 

• 	 The companies in The Welfare-to-Work Partnership to hire even more people from the 
welfare rolls, and to help new employees succeed in the workplace. 

• 	 Congress to honor its bipartisan commitment to welfare reform by resisting proposals to 
cut the Temporary Assistance for Needy Families block grant created in the 1996 welfare 
~ct. ' 

• 
• 	 States and communities to use the resources provided in the welfare reform law and the 

, flexibility provided in the recent welfare 'reform rules to invest in those who need 
additional help to leave the welfare rolls and to support working families who have left 
the rolls succeed in the workforce. 
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• Congress to finish the .job by enacting his initiatives to help those families with the 
greatest challenges move from welfare-to-work and succeed in the workforce, including: 

./ ,$1 billion to extend the Welfare-to-Work program to help long-term welfare 
, recipients and low-income fathers work and support their families. 
Welfare-to-Workfunds ai"etargeted to those individuals who need the most help, 
including long-term welfare recipients with low basic skills, substance abuse or 
poor work history, and are distributed to states and communities based on 
concentrations of poverty, welfare dependency, and unemployment. Also under 
the President's proposal, states and'communities would use a minimum of20 
percent oftheir formula fund~ to provide job placement and job retention 
assistance to low-income fathers who sign PROW A contracts committing them to 
work, establish paternity, and pay child support. The Administration's 
reauthorization proposal, which has been endorsed by the U.S. Conference of 
Mayors,' is incl~ded in H.R. 1482 introduced by Congressman Cardiri and S. 1317 
introduced by Senator Akaka. The reauthorization would build on the $3 billion 
Welfare-to-Work program the President secured in the 1997 Balanced Budget Act. ' 

, Toct'ate,communities.in nearly every state are using Welfare-to-Work funds to 
help individuals with the greatest challenges, and today the Vice President, 
announced the Department ofLabor would release over $100 million in grants to 
the states of Alaska, Illinois, Indiana, Kansas, Minnesota, and New Jersey. 

Significant new funding for child care to help working families meet the cost of 
child care including: (1) $7.5 billion over five years to expand the Child Care 
Block Grant, (2) $5 billion over five years in greater child care tax relief, (3) $3 
billion over five years in child care quality improvements, (4) a new tax credit for 
businesses that provide child care services for their workers, and (5) new tax relief 
for parents who choose to stay at home with their young children. With more 

'parents entering the work force, the need for child care has risen as acritical, 
support to help parents keep their jobs. The 1996 welfare law did provide $4 
billion in additional funds to states to provide more care and help improve the 
quality ofprograms, but the unmet need remains large. There are approximately 
10 million children eligible for CCDBG child care assistance, yet in 1997, only 
1.25 million children received assistance. Ensuring that families who leave 
welfare for job's stay employed is one of the next challenges of welfare reform, 
and reliable, safe, arid affordable child care is one of the critical ingredients for 
parents succeeding in work. 

Additional welfare-to-work housing vouchers and transportation funds to provide 
25,000 more housing vouchers and double Access to Jobs transportation funding 
from $75 million to$150 million. The welfare-to-work housing vouchers will 
help families move closer to ajob, reduce a long commute, or secure more stable 

, ' 

housing that will help them get or keep ajob. The Job Access grants will provide 
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funds for communities to provide innovative transportation solutions so welfare 
recipients and other low income workers can get to work. 

,-.I' 'Extend both the Welfare-to-Work Tax Credit and the Work Opportunity Tax 
Credit to encourage the hiring and retention of long-term welfare recipients and 
other disadvantaged individuals. 

Q: 	 Why is the President seeking more funding for child care, Welfare-to-Work, 

housing vouchers, and transportation when states aren't spending all their welfare' 

block grant (TAN F) funds? 


A: 	 First, not all states have unspent T ANF funds -- 19 states have obligated all of their FY 

1998 TANF dollars, including large states such as California, Illinois, Ohio and Texas 

and small states such as Connecticut and Delaware. Many states that have TANF 

reserves are prudently saving funds for a rainy day. Second, an even more intensive 

commitment ofwelfare-to~work resources will be necessary in the coming years as the 

work requirements increase and those left on the rolls face the most serious barriers to 

,employment. Third, there is a great need for child care funds -- the Child Care and 

Development Block Grant serves only 1.25 million of the estimated 10 million children 

eligible for child care assistance under federal law and states have many more applicants' 

than they can serve. And finally, in many regions, jobs are being created far from where 

many welfare recipients live .;- about two-thirds of new jobs are being created in the 

suburbs, but three of four welfare recipients live in rural areas or central cities -- and new 

housing vouchers and transportation efforts are needed to help people get to work. , 


, Q: Why aren't states spending their TANF funds more quickly? 

A: 	 The most recent data reported by the states to the Department of Health and Human 

Services show that by the 1st quarter ofFY 1999, states had obligated about 27.3 billion 

of $31.5 billion TANF funds available to them from FY 1997 through the firstquart FY 

1999. HHS expects future data to show a substantial increase in spending commitments 

because states will have had the opportunity to appropriate these additional funds, which 

they did not initially plan for becau~e they did not expect such large caseload declines. 

HHS expects states to leave some T ANF funds unspent, leaving them in the federal 

treasury for a "rainy day" when additional funds may be needed due to population 

increases or a regional recession. 


Q:Isn't it true that some states don't even want this Welfare-to-Work money? 

A:' 	 Demand for Welfare-to-Work funds continues to be strong: In FY 1998,44 states applied 

for formula funds and the Department ofLabor received 1,400 applications for 

competitive grants totaling $5 billion and only had funds to award grants of $468 million. 

This year, 42 states have already applied for formula funds: 
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, Other Welfare Reform Issues 

Q: 	 How do you respond to critics who say we don't know what's happening to people 
leaving welfare? 

A: 	 Numerous independent studies confirm that people leaving the·rolls are going to work. 
Results from a new national survey released yesterday by the Urban Institute found 69 
percent of recipients had left welfare for work, and 18 percent had left because they had 
increased income, no longer needed welfare, or had a change in family situation. A 
recent General Accounting Office report based on state surveys found that between 63 ' 
and 87 percent of adults have worked since leaving the welfare rolls~ results similar to 
state studies funded by the Department ofHealth and Human Services. At the same time" 
the Census Bureau's Current Population Survey shows that between 1992 and 1998, the 

, employment rate of previous year welfare recipients increased by 70 percent. 

We 'will soon know,more about the employment statusofthose leaving the rolls when 
HHS completes its ,analysis of data from the states applying for the High Performance 
Bonus that will reward states with the most success in placing welfare recipients in jobs 
and ensuring they succeed in those jobs. Accordingto HHS, 46 states have submitted 
these data. In addition, HHS has funded numerous state and national research efforts that 
will enhance our knowledge on these important questions. 

Q: 	 What are the implications of the study released by the Urban Institute yesterday? 

A: 	 This new national survey released yesterday confirms what has been shown in a number 
of state-specific studies most women who have left welfare are working. The study 
found 69 percent of recipients left welfare for work, and I8/percent left because they had 
increased income, no..1onger needed welfare, or had a change in family situation. The 
report also found that women leaving welfare were working at "nearly identical rates, 
.types ofjobs, and at salaries as other mothers with incomes up to 200 percent of poverty 
9r $32,000 a year for a family of four. 

Q: 	 " Didn't the Urban Institute study find that former welfare recipients are struggling 
to pay their bills and put food on the table? 

I 

A: 	 The Urban Institute found that low income families - whether or not they used to be on 
welfare - have trouble paying bills and putting food on the table, and formerwelfare 
recipients have slightly more difficulty. To help low income working families like these 
is why the President is pushing an increase in the minimum wage to $6.15 an hour, which 

I 	 would provide a full-time worker with another $2,000 a year, enough to buy groceries for 
7 months or pay for 5 months' rent. Also, last month the President took executive action 
to help ensure working families access to food stamps, by: (1) allowing states to make it 
easier for working families 'to own a car and still be eligible for food stamps; (2) 
simplifying food stamp reporting rules to make it easier for families to get food stamps; 
and (3) launching a nationwide public education campaign and a toll-free hotline to help 
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working families know whether they're eligible for food stamps. Families with earnings 
up to 130 percent ofpoverty ($8.50 an hour for a family of three) can be eligible for food 
stamps to supplement their income and help buy food for their families, but only two of . 
five working families eligible for food stamps actualiy apply for and receive them. And, 
finally, the President's proposal to increase child care subsidies and tax credits for low 
income families would 'help low income working families pay one of their largest 
monthly expenses. 

Background: The report found 28 percent of families unger 200 percent ofpoverty who were not 
recently on welfare and 39 percent of former welfare recipients sometimes cannot pay bills. 
Similarly, 36 percent of families not formerly on welfare ahd 49 percent of former welfare 
recipients said food doesn't always last through the month. 

Q: What has the President done to help welfare reform succeed? 

A: The President started reforming welfare early in his first term, granting waivers to 43 
states to require work and encourage personal responsibility, expanding the:Earned 
Income Tax Credit and the minimum wage to make work pay, and pushing the Congress 
for nationwide welfare reform legislation which he signed into law inAugust 1996. 
Since 1996, 'he has launched The Welfare-to-work Partnership which now includes 
12,000 businesses that have hired an estimated 410,000 welfare recipients; issued an 
executive order to ensure the federal government hired its share ofwelfare recipients -­
over 14,000 hired to date; encouraged the launching ofthe Vice President's Coalition to 
Sustain Success, a coalition of national civic, service, and faith-based groups are working 
to help these new workers with the transition to self sufficiency; fought for and won 

, additional funds for welfare-to-work efforts for long term recipients in high poverty areas 
($3 billion in Department ofLabor Welfare-to-Work funds enacted in the Balanced 
Budget Act), a new tax credit to encourage the hiring of long term recipients, and funding 
for welfare-to-work transportation ($75 million in FY 1999) and welfare~to-work housing 
vouchers (50,000 enacted to date); and put in place new welfare rules (announced April 
12th) that make it easier for states to use T ANF funds to provide supports for working 
families such as child care, transportation, and job retention services. 

Q: Has welfare reform caused declines.in food stamp and Medicaid rolls and what is 
the Administration going to do about it? 

A: While the latest Medicaid enrollment figures show that there was a decline in the, 
Medicaid rolls from 1996 to 1997, it is too early to say with confidence what has caused 

, the decline. There are a number of faCtors" such as fewer people in poverty, lower rates of 
unemployment, and the decline in the number of employees participating in employer­
sponsored health insurance that contribute to any change in enrollment numbers. It's also 
important to note that while Medicaid enrollment has declined since 1996, the number of 
people under the poverty level who are uninsured has not increased in that period. 
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Similarly with food stamps, there are a number of factors contributing to the decline in 
food stamp participation, such as the strength of the nation's economy allowed 
participants to find work, reducing their need for food stamps; the success of the 
Temporary Assistance for Needy Families (TANF) has moved participants from,welfare­
to-work, with an increase in income sufficient to eliminate the need for food stamps; 
working families don't realize they are eligible for food stamps and have difficulty 
obtaining them leading some participants to leave the program unnecessarily and 

, discouraging others from applying for benefits; changes in program rules under welfare 
reform restricted the participation of immigrants and unemployed childless adults (these 
changes explain less than 20 percent ofthe decline). 

The President recently announced steps that will go a long way to ensuring working 
families have access to the food stamp program (see above) and"extensive outreach 
efforts are under way in all 50 states to enroll children in health insurance as part ofthe 
implementation of the Children's Health Insurance Program. In addition, both USDA 
and HHS are working aggressively to enforce the law requiring sta~es to provide 
Medicaid and Food Stamp applications upon request and ensuring they process them 
without delay, regardless ofthestate rules governing the TANF application. 

Child Care 
Q: 	 The President repeated his challenge to the Congress to pass his child care initiative, 

yet it failed last year. Do you think you'll get it this year? 

A: 	 Yes. The President is committed to working with the Congress on a bipartisan plan that 
will help America's working families to afford quality child care. The Senate recently 
added to its tax bill almost $4 billion in additional child'care funding over the next five 
years. Although the Administration strongly opposes the Senate tax bill overall because 
it is too large, leaving no funding for Medicare and critical discretionary programs, the 
addition ofchild care funding represents a positive step. We believe this is the year we'll 
be able to say yes to millions ofparents when they ask about child care: "Can I afford it? 
Can I find it? Can I trust it?" With more parents entering the work force, the need for 
child care has risenas a cntical support to help parents keep their jobs. The 1996 welfare 
law did provide $ 4 billion in additional funds to States to provide more care and help 
improve the quality ofprograms, but the unmet need remains large. There are 
approximately 10 million children eligible for federal funded support, yet in 1997, only 
1.25 million children received assistance. 

Reliable, safe and affordable childcare is one ofthe critical ingredients for parents 
succeeding in work. A recent GAO study demonstrated that parents who receive child 
care assistance more often complete training, get jobs and experience positive outcomes. 
To address this growing challenge, President Clinton proposed an $19 billion child care 
initiative comprised of increased subsidies to states, expanded tax credits and an early 
learning fund so States have a dedicated source of funding to improve the choices parents 
can make for child care programs. 

- 16­



.. 


Q: 	 How many people are wor~ing? What kinds of jobs are they in? What are their 
wages? 

A: 	 The percent ofTANF adults who were employed has nearly quadrupled, rising 27 percent 
in 1998. Thus, almost one in four recipients was employed in a typical month, the 
highest level ever recorded. Results from a new nationaL survey by the Urban Institute 

" 	 found 69 percent of recipients had leftwelfare-to-work, and 18 percent had left because 
they had increased income, no longer needed welfare, or had a change in family situation. 
The report found that women leaving welfare were working at nearly identical rates, 
types ofjobs, and at salaries as other mothers with incomes up to 200 percent of poverty 
or $32,000 a year. for a family of four. . 

A recent GAO study found annual earnings of$9,512-$15;144 among those who had left . 
welfare. At the same time, the Census Bureau's Current Population Survey shows that 
between 1992 and 1998, the employment rate of previous year welfare recipients' 
increased by 70 percent. Additionally, we know from state evaluations and census data 
that more parents are leaving the rolls into jobs than under the old AFDC program. -We 
do expect to know more as more studies of families leaving welfare are completed and as 
states compete for the High Performance Bonus. The bonus will be measured by 
numbers of adults moving into jobs, staying in work and earning more. ' 

-J7­



Declaration FOR Independence 

The Business Corrununity's Report on the Progress of Welfare to Work 


W1x>n 0Jngress passed mui President Gintan signed the new wifare law in August 1996, tbiy challeng:d 
the American business ~nity to take the lead to «emu£/fare as u£ know it. " Orer. the next thrre)EWS, 
tmre them 12,000 businesses ofall siw mui industriesjoimd The Welfare to Work Partnership by 
.crmmitting to hire mui retainprople offpuJiic assistance. 

In order to track the pru;;ress and trends ifiuifare to uork within the business crJ71J'17UlliJ:, Wt:rthlin 
War!duide, a national poUingfirm, conducts reg;tlm: SU1'l£j'S ofThe Partnership's Business Partners. 1he 
SZI:nEJ has 00m canductedat the request ifthe ~ an the Partnership's National Aduis01)l Coundl, 
chai:ro:1 by Gawnor Tcmmy 1lxmpson (R-WV and Gownar Tem O:rper (D-DE). There are 26 
gumars on the Advisory 0Jurxil, argcmized to advise, supJmt muifortkr the mission of1he Partnership. 

In just thrre)EWS, the American business cr:mmunityproducedthefolhwirrg results: 

.+ 	 BUSINESSES ARE DOING MORE THAN JUST COMMITTING - THEY 

ARE HIRING. Through 1998 alone, The Welfare to Work Partnership's Business 

Partners have hired more than 410,000 welfare. 


+ 	 WELFARE RECIPIENTS ARE LANDING FULL-TIME JOBS WITH FULL 
MEDICAL BENEFITS;- Seventy-six percent of companies hiring former welfare 
recipients hire them for full-time positions and 71% of these companies offer health care 
benefits. . 

+ 	 COMPANIES WILL CONTINUE TO HIRE AND RETAIN WELFARE 
RECIPIENTS. Sixty-seven percent of the Partnership's businesses still believe they are 
facing a labor shortage in either their company or industry-. Almost eight of every- ten 
employers (79%) expect to hire a former welfare recipient this year. 

+ 	 WELFARE RECIPIENTS MAKE SUCCESSFUL EMPLOYEES. Mote than eight 
out of ten (82%) executives who have hired former welfare recipients fo~d that their 
new hires' are "good, productive employees." This number continues to improve. It is up 
3% from Wirthlin's second survey in August 1998 and 6% from the first survey in 
February- 1998. 

. + 	 COMPANIES·FINDHIGHERRETENTIONRATESWITHWELFARETO 
WORK. EMPLOYEES. Sixty-five percent of business leaders report that welfare to 
work hires have the same or higher retention rates than standard-hire employees. The 
percentage has increased from 48% in February-1998 and from 53% in August 1998. 



• 	 SMALL BUSINESSES FIND WELFARE TO WORK IS SMART SOLUTION. 
Eighty percent of Small-business owners (those with 250 or fewer employees) report that 
. the employees hired from the welfare rolls have turned out to be "good, productive 
workers," and that level of satisfaction has been rising. In fact, 67% of tl:tese small 
business members also report that their welfare to work hires stay on the job as long as ­
or longer than - other entry-level workers. 

• 	 WELFARE RECIPIENTS ARE RECEIVING TRAINING, PROMOTIONS. 
Eight out of ten (77%). companies hiring former welf3{e recipients hire them for 
"promotional track" positions. In fact, 91% of companies hiring former welfare 
recipients offer them opportunities for training that could lead to a promotion and 60 
percent of businesses report some promotion of welfare hires -- the same rate as 
standard hires among member companies. 

i • WELFARE RECIPIENTS ARE GAINING SALARY lOBS AND EARNING 
ABOVE MINIMUM WAGE. Twenty-seven percent of Partnership businesses are 
hiring welfare recipients into salaried positions (up from 19% in August 98). The average 
starting annual salaty is nearly $17,000. The average starting wage is $7.20 per hour ­
40% higher than the national minimum wage of $5.15. 

• 	 PARTNERSHIPS WITH COMMUNITY GROUPS ARE KEY TO SUCCESS. 
Those companies that have successfully hired welfare recipients are much more likely to 
have formed partnerships with community-based organizati<?ns. The Wuthlin Survey 
showed that 48% of companies are turning to non-profit, community-based 
organizations to find candidates to hire. That number is up from 25% in 1998. 
Community groups o·ften provide key services (like training, mentoring and counseling) 

.. that are too difficult or costly for businesses to offer on·their own. . . . 

• 	 WELFARE TO WORK PROGRAMS ARE GOOD FOR THE BOTTOM LINE. 
Companies say welfare to work prograins cost no extra money and in some cases save 
money. Sixty-five percent of businesses say they run successful welfare to work 
programs without increasing their costs while 16% companies have actually saved money 
by creating a welfare to work program, with savings averaging $5,803 per company. 



"~Pt\~~ Fb~ 
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PRESIDENT CLINTON WILL ANNOUNCE RECORD NUMBERS OF PEOPLE ON 

WELFARE ARE WORKING AS BUSINESSES HIRE FROM THE WELFARE ROLLS 


August 3, 1999 


Today, three years after enactment of the welfare refonn law, President Clinton will announce 
that all 50 states met the law's overall work requirements in 1998, and nearly four times more !,fthose 
on welfare are working than when he took office. These are the first work data from every state to be 
released under the 1996 welfare reform law, and they confinn a growing body of evidence that three 
years later, record numbers of people are moving from welfare to work. These findings, along with new 
figures showing caseloads have declinyd by 6.8 million since the President took office, will be contained 
in a report transmitted to Congress today. The President will make these announcements at a National 
Forum convened by The Welfare to Work Partnership, whose companies have hired over 410,000 

. welfare recipients. Atthe National Forum, the President will talk to fonner recipients about their 
experi~nces moving from welfare to work, call on business leaders to hire even more people from the 

'" 	welfare rolls, challenge federal, state, and local officials to invest funds in those who need help the most, 
and warn Congress not to renege on the bipartisan commitment to' help states and communities finish the 
job ofwelfare refonn. 

All 50 States Meeting Overall Work Participation Goals" 

New data to be "released by the President today show that every state and the District of 
Columbia met the welfare law's overall work requirement for 1998, which requires 30 percent of 
families to have a parent working at least 20 hours per week. Nationally, 35 percent of all welfare 
recipients were working in 1998. This is the first full year ofwork data available under the 1996 welfare 
refonn law (not all states had to report in 1997 and those that did only had to report data for the last 
quarter). Not all states met the law's two parent work rates, which require 75 percent of two parent 
families to work: of the forty-one states subject to the rate, '28 met it. These data cover fiscal year 1998 
(October 1, 1997 through September 30, 1998). 

Four Times More ofThose on Welfare Are Working than in 1992 

The 1998 data also show that four times more of those on welfare are working than when the 
President took office. Nationally, the percentage ofwelfare recipients working rose from 7 percent in 
1992 to 27 percent in 1998, with the remainder fulfilling their participation requirements through job 
search, education, 'and training. The President began to refonn welfare early in his first tenn, granting 
waivers to 43 states to require work and encourage personal responsibility, expanding the Earned 
Income Tax Credit and the minimum wage to make work pay, and pushing the Congress for nationwide 
welfare refonn legislation which he signed into law in August 1996. 

Independent Studies Confinn People are Moving from Welfare to Work 

Numerous independent studies also confinn that more people ar~ moving from welfare to work. 
Results from a new national survey released yesterday by the Urban Institute found 69 percent of 
recipients had left welfare for work, and 18 percent had left because they had increased income, no 
longer needed welfare, or had a change in family situation, The report found that women leaving 
welfare were working at nearly identical rates, types ofjobs, and at salaries as other mothers with 



r, 

incomes up to 200 percent of poverty or $32,000 a year for a family of four. A recent General 
Accounting Office report based on state surveys found that between 63 and 87 percent of adults have 
worked since leaving the' welfare rolls, results similar to state studies funded by the Department of 
Health and Human Services. At the same thne, the Census Bureau's Current Population Survey shows 
that between 1992 ~d 1998, the employment rate ofprevious year welfare recipients increased by 70 
percent.· . ' . 	 . __ ' , 

Caseloads Have Fallen to Historic New Lows ~ CAsf ~ 
New welfare caseload numbers to be released by the President today show the percent of 

, Americans on welfare is at its lowest level since 1967. The welfare rolls have fallen by 48 percent, or 
,6.8 million, since January 1993, when they stood at 14.1 inillion.· State-by-state numbers show 31 states 
have had declines of 50 percent or more. A new report by the Council ofEconomic Advisers, released 
today, finds that the implementation ofwelfare reform is the single most important factor contributing to 
the widespread and continuous caseload declines from 1996 to 1998. CEA estimates that the federal and 
state program and policy changes implemented as a result ofwelfare reform account for approximately 
one-third of the caseload reduction from 1996 to 1998. The strong economy has also played an 
important role, accounting for approximately ten percent of the decline between 1996 and 1998. 

Companies are Hiring from the Welfare Rolls 

Over 12,000 businesses ofall sizes and industries have joined The Welfare to Work Partnership 
since its launch in May 1997, and they have already hired an estimated 410,000 people from the welfare 
rolls. Seventy-six percent ofcompanies have hired former welfare recipients for full-time jobs and the 
average salary is $17,000 a year. More than 8 in 10 executives have found their new hires are good, 
productive employees; sixty-five percent ofbusiness leaders report that welfare to work hires have the 
same or higher ret~ntion rates than other employees, making welfare to work a smart solution for 
business. The federal gqvernment is also doing its part: as Vice President Gore announced yesterday, 
the federal government has hired over 14,000 people in dozens ofagencies across the U.S., far· 
surpassing the goal of 10,000 hires set in April 1997. The three-day Chicago convention will allow over 
2,000 company representatives, federal, 'state and local officials, and community-based organizations 
from around the country to participate in over 100 workshops highlighting successful welfare to work 
strategies they can replicate at home. . , 

More Must Be Done to Help Those Still on the Rolls 

The President called on the public and private sector to do more to help those still on welfare 
move to work and succeed on the job. He urged the companies in The Welfare to Work Partnership to 
hire even more people from the welfare rolls, chall<:nged federal, state and local officials to invest funds 
in those who need help the most, and.warned Congress not to renege on its bipartisan commitment to 
help states and communities finish the job of welfare reform. 

• 	 'Congress should honor its bipartisan commitment to welfare reform by resisting proposals to cut the 
Temporary Assistance for Needy Families block grant created in the 1996 welfare act. At the same 
time, states should use the resources provided in the welfare reform law and the. flexibility.provided 
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in the recent welfare refonn rules to invest in those who need additional help to leave the welfare 
rolls and to support working families who have left the rolls succeed in the workforce. 

The President also called on Congress to 'finish the job by enacting his initiatives to help those families 
with the greatest challenges move from welfare to work and succeed in the workforce, including: 

• $1 billion to extend the W e1fare-to-Work program to help long.:tenn welfare recipients and 
low-income fathers work and support their families. Welfare-to-Work funds are targeted to those 
individuals who need the most help, including long:-tenn welfare recipients with low basic skills, 
substance abuse or poor work history, and are distributed to states and communities based on 
concentrations of poverty, welfare dependency, and unemployment. Also under the President's 
proposal, states and communities would use a minimum of20 percent oftheirfonnula funds to 
provide job placement and job retention assistance to low-income fathers who sign personal 

· responsibility contracts committing them to work, establish paternity, 'and pay child s:upport. The 
Administration's reauthorization proposal, which has been endorsed by the U.S. Conference of 
Mayors, is included in H.R. 1482 introduced by Congressman Cardin and S. 1317 introduced by 
Senator Akaka. The reauthorization would build on the $3 billion We1fare-to-Work program the 
President secured in the 1997 Balanced Budget Act. To date, communities in nearly every state are 
using Welfare-to-Work funds to help individuals with the greatest challenges, and today the Vice 
President announced the Department ofLabor ,would release over $100 million in grants to the 

· states of A!aska, rilinois, Indiana, Kansas, Minnesota, and'~ew Jersey. 

• 	 Significant new funding for child care to help working families meet the cost ofchild care including: 
(1) $7.5 billion over five years to expand the Child Care Block Grant, (2) $5 billion over five years 
in greater child care tax relief, (3) $3 billion over five years in child care'quality improvements, (4) a 
new tax credit for businesses that provide child care services for their workers, and (5) new tax relief . 
for parents who choose to stay at home with their young children. With more parents entering the 
work force, the need for child care has risen as a critical support to help parents keep their jobs. The 
1996 welfare law did provide $4 billion in additional funds to states to provide more care and help 
improve the quality of programs, but the unmet need remains large. There are approximately 10 
million children eligible for federal funded support, yet in 1997, only 1.25 million children received 
assistance. Ensuring that families who leave welfare for jobs stay employed is one of the next 
challenges of welfare refonn, and reliable, safe, and affordable child care is one of the critical 
ingredients for parents succeeding in work. Consistent with the Administration's proposals, the new 
investments in child care have gained bipartisan supportjn Congress. . 

• 	 Additional welfare-to-work housing vouchers and transportation funds to provide 25,000 more 
housing vouchers and double Access to Jobs transportation funding from $75 million to $150 
million. The welfare-to-work housing vouchers will help families move closer to a job, reduce a 
long commute, or secure more stable housing that will help them get or keep a job. The Job Access 
grants will provide funds for communities to provide innovative transportation solutions so welfare , 

· recipients and other low income workers can get to work. 

• 	 Extend both the Welfare-to-Work Tax Credit and the Work Opportunity Tax Credit to encourage the 
hiring and retention oflong-tenn welfare recipients and other disadvantaged individuals. 

3 



J' 	 ". 

THE EFFECTS OF WELFARE POLICY AND Tim 

ECONOMIC EXPANSION ON WELFARE CASELOADS: AN UPDATE 

EXECUTIVE SUMMARY 

This study investigates the causes behind recent changes in welfare caseloads, updating a 
study of caseload change; .. :, , ' , 

! -: 
";.' 

• The fall in welfare case loads has been unprecedented, wide-spread, and continuous, and 
employment has increased. 14.1 million people received welfare in January 1993-, and this 
number had fallen to 7.6 million by December 1998. In 23 statesJhe caseload is less than half' 
of what it was when President Clinton took office, and all states nave experienced double-digit 
percentage declines. For 22 s~ates, the percent drop during 1998:.»'as larger than during 1997 
(from January to December). Previous analyses by the Department of Health and Human 
Services show that the percentage of welfare recipients working tppled between 1992 and 
1997, and an estimated 1.5 million adults who were on welfare in,J997 were working in 1998. 

. . 	 ; . 

• 	Tht; 1996 legislation has been a key contributor to the recent declines .. PRWORA produced a 
dramatic change in welfare policy: work ~nd self-sufficiencyb~ru:ne a prin;ary goal; state and local 
governments were given much greater control, of their programs; ~nd,states experimented with a host 
of program designs. The evidence suggests that these changes caused a large drop in welfare 
participation, a drop that is independent of the effects of the strong labor market. The estimates 

, imply that T ANF has accounted for roughly one-third of the reduc,tion from 1996-98. In the earlier 

years, 1993-1996, most of the decline was due to the strong labor'Inarket, while welfare waivers 

played a smaller yet important role. ',', 


• The strong labor market has made work opportunities relativelyrnore attractive, drawing people off 
welfare and into jobs. The unemployment rate 'has not declined as much in the post-TANF period as 
it did in the 1993-96 waiver period. As a result, the share of the'decline in the c!lseload that is 
attributable to improvements in the labor market was much higher in the 1993-96 period (roughly 26 
to 36 percent) than in the 1996-98 period (8 to 10 percent). 

. 	 .' . . 

• Past increases in the minimum wage have made work more attractive and, as a result, caused 
welfare participation to decline. The estimates imply that a $0.,50 increase in the minimum wage has 
been associated with a decline in welfare participation of 4 to 6 percent. 

• The specific program desig,,: adopted by a state can affect its case load declines. The study , 
examines the effects of a number of specific policies, including family caps, earnings disregards, 
time limits, :-vork exemptions, and work sanctions on the size of the ,caseload. 

The large sustained declines in caseloads provide one piece of evidence about the effectiveness of 
welfare reform efforts. However, there are multiple indicators of the impact of welfare reform, 
including changes in work and earnings among welfare leavers, in marriage ratys and out-of-wedlock 
pregnancies, and in poverty rates. The Clinton Administration is collecting and tracking information ' 
on all of these measures in order to fully ass~ss the impact of welfare reform. ' ' .. 
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Technical Report: 

THE EFFECTS OF WELFARE POLICY AND THE ECONOMIC· 

EXPANSION ON WELFARE CASELOADS:, AN'UPDATE 

August 3, 1999 

A Report by the Council of Economic Advisers 

This study could not have been completed v.:.ithout the generous assistance of the Department of 
Health and Human Services in providing data and program information. 
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MOVING PEOPLE FROM WELFARE TO WORK: 
WELFARE ROLLS DECLINE AS MORE RECIPIENTS GO TO WORK 

• Caseloads Have Fallen to Historic New Lows. In August 1999, the President released state 
State-by-state data (from March 1999) showing that welfare caseloads are at their lowest 
level since 1967 and that the welfare rolls have fallen by nearly half since he took office. 
Since January 1993, 31 states have had caseload declines ofmore than half, and nationwide 
the rolls have fallen by48 percent, from 14.1 million to 7.3 million. According to the 

'Council ofEconomic Advisors, the single most important factor contributing to this historic 
decline is the implementation ofwelfare reform. Ofthe case load reduction from 1996 and 
1998, approximately one-third is due to federal and state policy changes resulting from 
welfare reform and about 10 percent is due to the strong economy. ' 

u Four Times More of Those on Welfare are Working than in 1992. The first full year of 
'York data since welfare reform, released in August 1999; show that all 50 states met the 
law's overall work requirement for 1998, confirming that record numbers of people are 
moving from welfare to work. Nationally, 35 percent of all welfare recipients were working 
in 1998. The data also show that nationwide, the percentage of welfare recipients working 
has nearly quadrupled since the President took office, rising from 7 percent in 1992 to 27 
percent in 1998, with the remainder fulfilling th~ir participation requirements through job 
search, education and training. 

• Independent Studies Confirm People are Moving from Welfare to Work. Numerous 
independent studies also confirm that more people are moving from welfare to work. A 
national surVey released by the U~ban Institute found 69 percent of recipients had left welfare 
for work, and 18 percent had left because they had increased income, no longer needed 
welfare or had a change in family situation. A recent General Accounting Office report 
found that between 63 and 87 percent of adults have worked, since leaving the welfare rolls­
results similar to state studies funded by the Department ofHealth and Human Services. At 
the same time, the Census Bureau's Current Population Survey shows that between 1992 and 
1998, the employment rate of previous year welfare recipients increased by 70 percent. 

• Mobilizing the Business Community: At the President's urging, the Welfare-to-Work 
Partnership was launched in May 1997 to lead the national business effort to hire people from 
the welfai'e rolls. The Partnership 'began with 105 participating businesses, and as of August 
1999, has grown to more than 12,000 businesses., Since 1997, these businesses have hired . 
over 410,000 welfare recipients, surpassing the challenge the President set in May of 1998. 
The Partnership provides technical assistance and support to businesses around the country, 
including: its toll-free number 1-888-USA-JOB1, a web site, a quarterly newsletter, and a' 
number of resource guides for businesses. The Partnen;hip also published "The Road to 
Retention," a report ofcompanies that have found higher retention rates for former welfare 
recipients,than for other new hires, and strategies they used to achieve this success. 

• 'Connecting Small Businesses with New Workers and Creating New-Entrepreneurs: The 
Small Business Administration is addressing the unique and vital role ofsmall businesses 
who employ over one-half of the private workforce, by helping small businesses throughout 

2 




Suggested Welfare to Work Discussion Forum Participants 

August 3,1999 


DRAFT as of 7/30 - 9 PM 


Annourice 4 of the 5 founding CEOs of the Welfare. to Work Partnership on stage (Monsanto, 

Sprint, UPS, Burger King) 


.Aririounce Mayor Daley, Eli Segal, Jerry Greenwald, POTUS 

. Mayor Daley 
Welcome, highlight strength of the welfare to work public private partnership in Chicago, proud 
to host people from xx cities and states around the country, introduce POTUS 

POTUS remarks: 

Acknowledge: Eli Segal, Jerry Greenwald, Governor Carper, Ryan, Mayors Daley, Webb, 

Helmke, Morial, O'Neil; Secretaries Herman, Slater, Daley, Administrator Alvarez. 

• 	 Announce new work numbers, caseload declines. 
• 	 ApplaulgroWth inthe Partnership from 5 to over 12,000 who have hired over 410,000 


former welfare recipients and publici private partnerships formed in key cities across the 

country; thanks Eli and Jerry for their vision and commitment . 


• 	 Challenge businesses to do more, states to invest in those remaining on the rolls, Congress to 
keep their promise on TANF and enact budget initiatives to finish the job. 

• 	 Introduce Rodney Carroll, moderator (Operations Division Manager, UPS; Chief Operating 
Officer, The Welfare to Work Partnership) . . . 

Rodney (RC): explains that we are fortunate to be joined by so many dedicated businesses, 
individuals, service providers, and public officials from allover the country. I will be calling on 
just a few of them to share briefly their stories, but we know they will speak for many of you who 
probably share their experiences. 

Wendy Waxler, Account Associate, Xerox (African Arneric~Female, D.C., manages 
Overnight Fax Room for Xerox· client, A.rr].old & Porter) 
RC: Wendy works as for Xerox, where she is responsible for managing the overnight fax center 
at one of the major law firms in Washington, D.C.Wendy, tell us how you ended moving from 
welfare to this job and what you like best about it. . 

WW: I have a lot of responsibility, I love the challenge, and it gives me a' chance to be with my 

daughter during the day. 


" 
POTUS: What kinds of things did Xerox do to help you make the transition from welfare to 

work? . 


WW: training, flexible hours 

Bill McDermott, Senior Vice President, Xerox (partnership Board Member) 



RC: Bill, Xerox has hired 380 people, with an impressive 76% retention rate. In addition to all the 
training Wendy talked about, can you tell us about the mentoring program you have developed. 

Bill: we collaborate with non-profits like Women in Glmmunity Service to design a program for' 
our existing Xerox employees to become mentors to the new employees we hire from welfare. 
We find this is a two-way street - mentors help former welfare recipients adjust to worklife, and 
former welfare recipients also give back and inspire.. 

Rena Burns, Au~oma~ed Data Sciences (Hispanic, Small Business, SBA Award Winner, Santa 
Monica, CA, former welfare recipient herselQ 
RC: Now let's hear from Rena Burns about how this works in a small business where they may 
not be able to have formal mentoring and training programs. Rena runs an information 
technology/ software development firm, and is a winner of the Small Business Administration's 
Regional Welfare to Work Entrepreneur Award. 

, , 

Rena: People think this would be hard to do in a small business but it's not. All it takes is a little 

personal time and coaching and she's had great results with the 4 people she has hired. She feels 

it's important to give back to the community. 


POTUS: what is the greatest challenge small businesses face in' hiring welfare recipients? 


Rena: responds 


Tiffany Smith, UPS Package Sorter (Caucasian female, Philadelphia) . 

RC: One of the biggest challenges we hear about is trarisportation. Tiffany Smith,who works at 

the UPS Air Hub in Philadelphia knows about this challenge, and knows how hard we worked at 

UPS to overcome it. 


Tiffany: Takes her daughters to day care, then a bus to a subway to the bus to the air hub.. 


• POTUS: That sounds like a lot of effort. Is it worth it? 

Tiffany: Grew up on welfare but I wanted to get off because I like being independent and didn't 
like taking a handout. ' . 

POTUS: Mention our Access to Job proposal will help inoreareas design innovative solutions 

such as Rodney helped launch. Tiffany, you've been at UPS for several years- what's the next 

step? [ she just put in a letter to become a UPS supervisor] 


Governor George Ryan 

Rodney: And now let's turn to our host Governor, Governor Ryan. Governor, you must feel 

lucky to have committed companies such as United located here in illinois. What do you see as 

the key issue, facing states as we move into the next phase of welfare reform? ' 


Governor Ryan: We must maintain the federal-state partnership on welfare reform so we can 

invest in helping more people move from welfare reform. 




, , 

POTUS: What other kinds of investments are you 'making with your welfare reform funds? [The 
new work numbers announced today show lllinois passing the work rates with flying c6lors] 

. , 
CVS/phannacy - Rosemary Mede, Senior Vice President (Board Member), HQ in Ohio 
RC: Some people wonder how welfare recipients can move up the ladder from an entty level job. 
CVS has developed a pharmacy apprenticeship program to provide people in the Washington 
D.C. area with career track opportunities. Rosemary, tell us how this program works. 

Rosemary: We help people combine work and leaTI1ing through an apprenticeship program .. 
Antoinette is a pharmacy technician we hired last October-- one of the nearly 4,000 former 
welfare recipients CVS has hired. She has excelled in her job and we hope she will take 
advantage of the educational benefits and loans we offer to attend pharmacy school in the future. 

, Antoinette Patrick, CVS, Phannacy Technician, (African American female, D.C.) 

POTUS: Antoinette, how do you like working in a pharmacy? 

Antoinette: I love helping people who come into the pharmacy who are ill, or are caring for a sick 
child or parent. 

Bill Simmons, CEO, Masterlube, (White male, small business, Billings, MT) 
RC: Bill Simmons operates a fast growing business in Billings, MT. Bill, tell us what you 
think is the key to your success. 

Bill: My competitors want to know why my business is so efficient - it's the people, people like 
Tyler Left Hand! I have a wall of pictures of my current and former employees and I'm proud to 
say many have moved on to even better jobs. 

Tyler Left Hand, Assistant Manager, Master Lube (Native American, non-custodial father, 

Billings, M1) 

RC: Tyler Left Hand was recently promoted to assistant manager at Master Lube. Tell us how 

your job has helped you provide a better life for your daughter. 


Tyler: This job helps me make a decent living so that I can pay child support for my daughter. 

POTUS: Bill, congratulations on the success of your business. [20-25% of his employees are 
current or former welfare recipients] Tyler, what do you hope to do next [he hopes to open his 
own business some day]. 

Governor Tom Carper, Delaware (Co-Chair Partnership's AdvisOlyCommittee) 
RC: Governor Carper is known as a leader on strengthening fathers. How have you worked to 
involve fathers as part of your broader welfare reform agenda? ' 

Carper: Fathers are a critical part of welfare ~eform -:-every child needs the support of both their 
mother and father, both financial and emotional. The President's WtW reauthorization will help 



even more loY' income fathers work, pay child support, and ~e involved with their children. 
[Background: DE met all family rate (26%), but not two parent (24%). . . 

POTUS: what are you doing in to help those fathers like Tyler who want to work and pay child 
support? 

Eli Segal [idea of putting Eli here is to shift the focus to the remaining challenges] 
RC: Eli, we've come so far on welfare to work. What do you see as the remaining challenges for 
welfare to work and whatis the Partnership doing to address these? 

Eli: Cities - highlight Citilink ~ffort targeting30 cities with the largest welfqre populations, 
transportation (Road to Work guide released with Secretary Slater), helping employers deal with 
issues like substance abuse (though not unique to welfare recipients). 

POTUS: did you ever imagine two and a half years ago that you'd have 12,000 businesses 
. involved in this magnificent effort? 

Mayor Wellington Webb, Denver (president USCM, Citilink Community) 
RC: Mayor Webb, we know you are here not just representing Denver, but as President of the 
Conference of Mayors, you speak for over 1,000 mayors around the country. Tell us what 
Welfare-to-Work means to you. 

WW: The Welfare to Work program is critical to cities. As the declining caseload continues to be 
concentrated in urban areas, it is critical to have resources targeted to those areas. The Welfare 
to Work program does just that. The USCM strongly supports President Clinton's budget 
proposal to invest an additional $1 billion to extend the WTW program. It is more important 
than ever that sufficient resources are appropriated by Congress to meet the employment goals 
driving national welfare reform. I'm proud to be here with Mayor Helmke, from Fort 
Wayne, Indiana. 

POTUS: Acknowledges M~yor Helmke. Mayor Webb, how are you using Welfare-to-Wotk 
funds.to help those with the greatest challenges get and keep good jobs? 

WW: talks about Denver's Welfare to Work competitive grants (United CerebralPalsey of 
Colorado, Rocky Mountain SERJJobs for Progress, City and County of Denver). 

Joanne Hilferty, CEO, Morgan Memorial Goodwill Industries, Boston 
RC: TJX, the world's largest off-price apparel retailer Qncluding stores like TJ Maxx and 
Marshall's), has hired over 10,000 welfare recipients since joining as a charter member of the 
Partnership. Through a publici private partnership with Goodwill in Boston, TJX has found a 
way to hire and retain individuals who are still on welfare who have less work experience. Ted 
English, TJX President & COO, is here with Joanne Hilferty from Goodwill. Joanne, how 
does this program work? 

http:funds.to


Joanne: Using Welfare-to-Work funds received through our local Private Industry Council, we've 
worked closely with 1JXto develop the First Step Transition program...:. an intensive retail and 
customer service training program. One of the most important features is that we continue to 
work with people for one year after they've gone to work. We find this is really helpful for 
employees like Maria who want to work but may lack the experience. 

Maria Mercado, Merchandising sales associate, Marshall's (Hispanic female, Boston) 
RC: Maria is one of the successful graduates of the First Step program .. 

poruS: How did it feel to make the leap from welfare to work? .. 

Maria: After 10 years on welfare, it was scary and without this pr~gram I would probably still be 
. on welfare. I'm proud of the steps I've taken and so are my kids. 

LaT onya Stephens, Telephone Personal Banker, Bank ofAmerica, (African American 

female, Dallas) 

RC: Through its Welfare to Self Sufficiency Initiative, Bank of America has hired more than 280 

former welfare recipients. They provide a wide range of supports such as child care, tuition 

assistance, and even a home ownership program. LaTonya Stephens was hired as a telephone 

banking representative at Bank of America in Dallas almost a year ago. Since then she's gotten 

her GED, received a promotion, and even bought a car. LaTonya, as the mother of two 

daughters, how important was the child care you received? 


LaTonya: talks about child care, recent promotion, has saved enough to buy a car. 


poruS: Mention our child care initiative 


Catherine (Cathy) Bessant, President, Community Development Banking Group Bank Of 

America (Board Member) , 

RC: Cathy Bessant is responsible for Bank of America's welfare to work program. Cathy,why 

does Bank of America provide these generous benefits to entry level employees? 


, ".' 

Cathy: Highlight corporate investments in things people need to sustain self-sufficiency. 

porus: You joined us on the New Markets Tour last month. What do you see as the 
connection between investing in underserved areas and welfare to work? 

Loew's Miami Beach - Jonathan Tisch, CEO (Board Member) 
RC: tell us about the initiative you're leading in Miami with others in the hospitality industry? 

JT: Together with Mayor Penelas (who could not join us today), I lead an industry-based initiative 
with 44 other hotels and motels in the community to recruit businesses and address the barriers 
of hiring former recipients such as education and ESL. I'm particularly proud of Consuelo 
McGlond, Loews Overnight Phone Operator (African American female, Miami) who recently 
won my President's Award for her professional manner and great attitude. 

poruS: congratulates Consuelo and thanks Jonathan Tisch. 



, 

Gerald' Gerry) Greenwald, Chainnan of the Welfare to Work Partnership and 
Chainnan/CEO of United Airlines 
RC: Jerry, United has hired over 1,500 people off welfare since you began leading the 
Partnership. What's the secret? 

GG: highlights mentoring, investing in people, this pays off for businesses in reduced turnover. 
We're now. applying lessons learned from welfare to work to all our entry-level workers. 

POTUS: What would you say to other comp~es who want to get involved in welfare to work? 

RC or POTUS close. 
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Record Type: Record 

To: 

cc: 

.Subject: 


We've cut the welfare rolls by half in the last 6 years, and people still on welfare are four times more likely 

to be working. 


Because of welfare reform, people across the country are earning paychecks instead of welfare checks. 

This proves what we've said all along: we can replace welfare 
( 

The old welfare system is gone: now work is a way of life. 

Some in Congress want to t~ke back some of the money we promised the states to make welfare reform 

work. That's wrong. Now is the time to fin~L -tL J"\, .' 14 . 14 to I!.:, cl;,.Ji..:?i..
Jtf ..r:,......) ~~, P.:--f\.. 0.-.. .' f .xJ.~ 

/ttrading the world of werfare for the world of work ~ l!tt . 



[Note: parts in brackets would not be in paper given to NYT, but in paper released Tuesday] 
PRESIDENT CLINTON WILL ANNOUNCE RECORD NUMBERS OF PEOPLE ON 

. WELFARE ARE WORKING AS BUSINESSES HIRE FROM THE WELFARE ROLLS 
, August 3, 1999":' 7/29 1:30 DRAFT 

~ >.{tP-(l ..Ctv .(.v.A~-\ .C'"- wc.\Gn. rt.f....... \_ItJ, . 
Today,lreSident Clinton will announce that an 50 states met the 'ilJ~I{aE8 f@i'e1:l'B law's overall 

work requirements in 1998, and nearly four times more welfare recipie~re working than when he 
~ok office. These are the first work data fr~ every st!it~lfeased g~ @ Pn~siQ~1lt si§A~Q the Iff*' 

bI~ V't eRlQllal Begp9Asisility A8t illts law, anc(fhey confirm' a growing body of evidence that three years 
.)ttl- later, record numbers ofpeople are moving from welfare to work. [These findings, along with new 

figures showing caseloads have declined by 6.8 million since the President took office, will be contained' 
in a report transmitted to Congress today.] The President will make these announcements at a National 
Forum convened by The Welfare to Work Partnership, whose companies have hired over 410,000 
welfare recipients. At the National Forum, the President will talk to former recipients about their 
experienc,es m~~! from welfare to work, call on business leaders to hire even more people from the 
welfare roll!':, c. r1tate an I cal 0 ficials to in est fu: ds 'n tho e;wh , eed help the most..and 1:H?g&-

ItOi'" ,." t. , CD~'" :t" .I ....l ~ ,.,.,.: . 
LolA"..... Congress~ .' , 

.illitiativ8S is 'help those with the gleatcst eflfl:llsHges sHcc@ed iH:tJ:ie v/el'kferci . .f;AhL...ft.c...joh t 
. fA,.e/~ rt.~. 

All 50 States Meeting Overall Work Participation Goals 

New data to be released by thePresid~nt today show that every state and the DistriCt of 
Columbia met the welfare law's overall work requirement for 1998, which requires 30 percent of 
families to have a parent working at least 20 hO.urs per week. Nationally, '35 percent of all welfare 
recipients were working in 1998. This is the first full year ofwork data available under the 1996 welfare 
reform law wot aI1 states had to report in 1997 and those that did only had to report data for the last 
quarter). r:~~tates met the law's two parent work rates, which require 75 percent of two parent 
families to work: of the foity-two states subject to the rate, 27 met it. These data cover fiscal year'1998 
(October 1, 1997 through September 30, 1998). 

Four Times More People on Welfare Are Working than in 1992 

The 1998 data also show that four times mote welfare recipients are working than when the' 
President took office. Nationally, the percentage of the welfare recipients working rose from 7 percent 
in 1992 to 27 percent in 1998, with the remainder fulfilling their participation requirements through job 
search, education, and training, The President began to reform welfare early in his first term, granting 
waivers to 43 states to require workand encourage personal responsibility, expanding the Earned 
Income Tax Credit and the minimum wage to make work pay, and pushing the Congress for nationwide 
welfare reform legislation which he sign~d into law in August 1996: 

Independent Studies Confirm People are Moving from Welfare to Work 

Numerous independent studies also confirm that more people are moving from welfare to work. 
[Results from a new national survey released yesterday by the Urban Institute found 69 percent of 
recipients had left welfare for work; and 18 percent had left because they had increased income, no 
longer needed welfare, or had a change in family situation. The. report found that women leaving 
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welfare were workE'at nearly identical rates, types ofjobs, and at salaries as other mothers with ' 
incomes up to 200 ercent of poverty or $32,000 a year for,a family of four.] A recent General 
Accounting Office ased on state surveys found that between 63 and 87 percent of adults have worked 
since leaving th~welfare rolls, results similar to state studies funded by the Department ofHealth and 
Human Services. At the same time, the Census Bureau's Current Population Survey shows that between 
1992 and 1998, the employment rate of previous year welfare recipients increased by 70 percent. ' 

[Caseloads Have Fallen to Historic New Lows 

New welfare caseload numbers to be released by the President today show the percent of 

Americans on welfare is at its lowest .level since t967. The welfare rolls have fallen by 48 percent, or 

6.8 million, since January 1993, when they stood at 14.1 million. State-by-state numbers show 31 states 
have had declines of 50 percent or,more. A new report by the Council ofEconomic Advisers, released 
today, finds that the implementation ofwelfare reform is the single most important factor contributing to 
the widespread and continuous caseload declines from 1996 to 1998. CEA estimates that the federal and 
state program and policy changes implemented as a result of welfare reform account for approximately , 
one-third of the 'Caseload reduction from 1996 to 1998. The strong economy has also played an 
important role, accounting for approximately ten percent of the decline between 1996 and 1998.] 

Companies are Hiring from the Welfare Rolls 	 '1JI'o' ''5>h""",\..,1 , 
Over 12,000 businesses of all sizes and industries ~Oined The Welfare to Work Partnership 

since its launch in May 1997, and they have already hired 410,000 people from the welfare rolls. 
Seventy-six percent of companies have hired former welfare recipients for full-time jobs and the average 
salary is $17,000 a year. More than 8 in 10 executives have found their new hires are good, productive 
employees; sixty-five percent of business leaders report that welfare to work hires have the same or 
higher retention rates than other employees, making welfare to work a smart solution for business. [The 
federal. government is also doing its part: asVice President Gore announced yesterday, the federal 
government has hired over 14,000 people in dozens of agencies across the U.S., far surpassing the goal 
of 10,000 hires set in April 1997.] The three~ay Chicago convention will allow over 2,000 company 

, representatives, federal, state and local officials, and communit)'l,based organizations from around the 
country to participate in over.! 00 workshops highlighting successful welfare to work strategies they can 
replicate at home. 

More Must Be Done to Help Those Still on the Rolls 

The President called on the public and private sector to do more to help those still on welfare 

move to work and succeed on the job. He urged the companies in The Welfare to Work Partnership to 

hire even more people from the welfare rolls, and he called on Congress to enact his initiatives to help 

those families with the greatest challenges move from welfare to work and succeed in the workforce, 

including: 


• 	 $1 billion to extend the Welfare-to-Work program to help long-term welfare recipients and 

low-income fathers work and support their families. Welfare-to-Work funds are targeted to those 

individuals who need the most help, including long-term welfare recipients with low basic skills, 

substance abuse or poor work history, and are distributed to states and communities based on 
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concentrations of poverty, welfare dependency, and unemployment. Also under the President's 
proposal, states and communities would use a minimum of20 percent of their formula funds to 
provide job placement and job retention assistance to low-income fathers who sign personal 
responsibility contracts committing them to work, establish paternity, and pay child support. The 
Administration's reauthorization proposal, which has been endorsed by the U.S. Conference of 
Mayors, is included in H.R. 1484 introduced by Congressman Cardin and S. 1317 introduced by 
Senator Akaka. The reauthorization would build on the $3 billion Welfare-to-Work program the 
President secured in the 1997 Balanced Budget Act. [To date, communities in nearly every state are 
using Welfare-to-Work funds to help individuals with the greatest challenges, and today Secretary of 
Labor Alexis Herman will announce over $100 million in grants to the states of Alaska, Illinois, 
Indiana, Kansas, Minnesota, -and New Jersey.] 

~(!."'t'f~ 	 : 
• 	 Si ificant new ndin for child care to help working families meet the cost ofchild care including: 

(1) $7.5 billio 0 expand the Child Care Block Grant, (2) $5 billion over five years in greater child 
care tax relief, (3) $3 billion over five years in child care quality improvements, (4) a new tax credit 
for businesses that provide child care services for their workers, and (5) new tax relief for parents 
who ch~e to stay at home with their young children. With more parents entering the work force, the 
need for child care has-risen as a critical support to help parents keep their jobs. The 1996 welfare 
law did provide $4 billion in additional funds to states to provide more care and help improve the 
quality of programs, but the unmet need remains large. There are approximately 10 million children 
eligible for federal funded support, yet in 1997, only 1.25 million children received assistance. 
Ensuring that families who leave welfare for jobs stay employed is one of the next challenges of 
welfare reform, and reliable, safe, and affordable child care is one of the critical ingredients for 

. parents succeeding in work. 

• 	 Additional welfare-to-work housing vouchers and transportation funds to provide 25,000 more 
housing vouchers and double Access to Jobs transportation funding from $75 million to $150 
million. The welfare-to-workhousingvouchers will help families move closer to ajob, reduce a 
long commute, or secure more stable housing that will help them get or keep ajob. The Job Access 
grants will provide funds for communities to provide innovative transportation solutions so welfare 
recipients and other low income workers c.an get to work. 

• 	 Extend both the Welfare-to-Work Tax Credit and the Work Opportunity Tax Credit to encourage the 
hiring and retention of long-term welfare recipients and other disadvantaged individuals. 

The President also called upon Congress to honor its commitment to welfare reform, and resist proposals 
~?~ to cut the Temporary Assistance fqr Needy Families block grant, which was created in the 1996 welfare 

~\_ act. 

~~ \ \ . 
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Table 1. Changes in the Number of Recipients in Each State 

Number of recipients Percentage Change From 

State 1993 1998' '93 to '96 '96 to '98 '93 to '98, 

Alabama 138.465 54,635 -26 -46 -61 

Alaska 37,078 29.582 ·1 ·19 -20 

Arizona 199,153 1Q2.511 ' -16 -39 -49 

Arkansas 71.989 32,633 -21 -43 -55 

California 2,511,293 1,998.618 3' , -23 -20 ' 

Colorado 122;890 50.746 ·22 -47 -59 

Connecticut 162,481 117.777 -2' , -26 -28 

Delaware 27,736 15,820 -16 -32 -43 

DC 69,549 54,856 0 -21 -21 

Rorida 691.053 261,581 -22 -52 -62 

Georgia ' 398,077 185,052 -15 -45 -54 

Hawaii 57,336 '46,724 16 -30 -19 

Idaho 21,877 3,867 I ·83 -82 

Ulinois 694,050 476,576 -7 ~26 -31 

Indiana 215,367 111,176 -35 -21 -48 
'Iowa 102,438 65,665 -16 -24 -36 

Kansas 88.363 , 34,536 -26 -47 -61 

Kentucky 220,766 119,360 -22 -31 -46 

Louisiana 259,762 124.800 -12 -46 -52 

Maine 66,914 39,423 -18 -28 -41 

'Maryland 219,998 116,456 -11 -40 -47 

Massachusetts 321,219 167,043 -28 -27 -48 

Michigan 689,139 332,240 -26 -35 -52 

Minnesota 192,173 143,685 -12 -15 -25 

Mississippi 168,924 52,523 -26 -58 -69 

Missouri 262,382 147,105 -14 -35 -44 

Montana 34,875 19,540 -13 -35 -44 

Nebraska 47,840 36,665 -20 -4 -23 

Nevada , 36,009 25.472 -2 -28 -29 

New Harnpshlfe 29,797 15.409 -22 -34 -48 

New Jersey 345,370 196,947 -19 -30 -43 

Nt)wMexico 97,246 74,170 2 -25 -24 

New York 1,215,526 886.746 -5 -23 -27 

North Carolina 335,620 169,144 -20 -37 -50 

North Dakota 18.215 ,8,541 -28 -35 -53 

Ohio 712,277 340,179 -24 -37 -52 

Oklahoma 135,762 61,191 -27 -38 -55 

Oregon 117,852 46,001 -31 -43 -61 

Pennsylvania 610,531 360.009 -14 -32 -41 

Rhode Island 62.187 54.150 -8 '-6 -13 

South Carolina 146.280 60.110 -22 -48 -59 I 

South Dakota 19.913 9.653 -21 -39 -52 

Tennessee 310.486 149.089 -20 -40 -52 

Texas 784.816 370.857 -16 -44 -53 

Utah 52.144 28.258 -25 -28 -46 

Vermont 28,301 19,643 -12 -21 -31 

Virginia 194,765 99.053 -20 -36 -49 

Washington 289,965 202,573 -6 -25 -30 

West Virginia 118.113 38.638 -25 -56 -67 

Wisconsin 235.247 . 40.167 ' ~33 -75 -83 

Wyoming 17.859 2.471 ,-32 -80 -86 

Total 14.007,468 8.199.666 ;'13 i 33 

Data are the average monthly case loads for the calendar year, 
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Table 1. Changes in the Number of Recipients in Each State 

Number of recipients Percentage Change From 

State 1993 1998' ~3 to ~6 ~6 to ~8 ~3 to ~8 
Alabama 138,465 54,635 -26 -46 -61 

Alaska 37,078 29,582 -I -19 -20 

Arizona 199,153 1Q2,51I -16 -39 -49 

Arkansas 71,989 32,633 -21 -43 -55 

California 2,511,293 1,998,618 3 -23 -20 ' 

Colorado 122;890 50,746 -22 -47 -59 

Connecticut 162,481 117,777 -2 ' -26 -28 

Delaware 27,736 15,820 -16 -32 -43 

DC 69,549 54,856 0 -21 -21 

Rorida 691,053 261,581 -22 -52 -62 

Georgia ' 398,077 185,052 -15 -45 -54 

Hawaii 57,336 46,724 16 -30 -19 

Idaho 21,877 3,867 I -83 -82 

llIinois ' 694,050 476,576 -7 -26 -31 

Indiima 215,367 Ill,I76 -35 -21 -48 

Iowa 102,438 65,665 -16 -24 -36 

Kansas 88,363 '34,536 -26 -47 -61 

Kenrucky 220,766 119,360 ' -22 -31 -46 

Louisiana, 259,762 124.800 -12 -46 -52 

Maine 66,914 39,423 -18 -28 -41 

Maryland 219,998 116,456 -ll -40 -47 

Massachusetts 321,2'19 167.043 -28 -27 -48 

Michigan 689,139 332,240 -26 -35 -52 

Minnesota 192,173 143.685 -12 -15 -25 

Mississippi 168,924 52,523 , -26 -58 -69 

Missouri 262,382 147,105 ' -14 ' ~35 -44 

Montana 34,875 19,540 -13 -35 -44 

Nebraska 47,840 36,665 -20 -4 -23 

Nevada 36,009 25,472 . -2 -28 -29 
' , ' New Hampshire 29,797 15,409 -22 -34 -48 

New Jersey 345,370 196,947 -19 -30 -43 

Nlfw Mexico' 97,246 74,170 2 -25 -24 

New York 1,215,526 886,746 -5 -23 -27 

North Carolina 335,620 169,144 -20 -37 -50 

North Dakota 18,215 8,541 -28 -35 -53 

Ohio 712,277 340,179 -24 -37 -52 

Oklahoma 135,762 61,191 -27 -38 -55 

Oregon 117,852 46,001 -31 -43 -61 

Pennsylvania 610,531 360,009 -14 e32 -41 

Rhode Island 62,187 54,150 -8 '-6 -13 

South Carolina 146,280 60,110 -22 -48 -59 j 

South Dakota 19,913 9,653 -21 -39 -52 

Tennessee 310,486 149,089 -20 -40 -52 

Texas 784,816 370,857 -16 -44 -53 

Utah 52,144 28,258 -25 -28 -46 

Vermont 28,301 19,643 -12 -21 -31 

Virginia 194,765 99,053 -20 -36 .. -49 

Washington 289,965 202,573 ' -6 -25 -30 

West Virginia 118,1 I3 38,638 -25 -56 -67 

Wisconsin 235,247 40,167 -33 -75 -83 

Wyoming 17,859 2,471 ,-32 -80 -86 

Total 14,007,468 8.199,666 ,13 ;33 -41 

Data are the average monthly caseloads for the calendar year, 
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a variety of other options. During the Clinton Administration (from the beginning of 1993 to 1996), 

43 states ~eceived welfare waivers, more thar any previous Administration. At the federal level, 

welfare policy was changed dramatically by the Personal Responsibility,and Work Opportunity 

Reconciliati~n Act of 1996 (PRWORA), which 'replaced the AFDC program with th: Temporary 

Assistance for Needy Families (T ANF) block grant. Under PRWORA, welfare became more work­

focused and time-limited: with few exceptions, federal welfare assistance is strongly linked to the 
,. , .-'., 

• . • L 

recipient's' efforts to find a job; In most cases, adults cannot recei ve federal aid for more thari a total 

of 5 years during their lifetime, and some states have chosen to set shorter time limits. PRWORA 

also shifted primary responsibility for welfare program design and management to States and 

localities. 

In 1997, the Council of Economic Advisers issued a report using 1976 to 1996 data that examined 

the reasons for the decline in caseloads between 1993 and 1996. That study found that roughly 45 

percent of the decline was accounted for by improved labor market conditions, about 30 percent'was 

due to welfare waivers, and the remaining 25 percent was explained by other factors. Several 
, , 

subsequent studies were conducted that examined changes in welfare caseloads during this and 

earlier periods (Bartik and Eberts, 1998; Blank, 1997; Figlio and Ziliak, 1998; Levine and Whitmore, 

1998; Moffitt, 1999; Stapelton,.l998; Wallace and Blank, 1998; Ziliak, Figlio, Dayis, and Connolly, 

1997). 

Since 1996 caseloads have continued to fall, the labor market has grown even stronger, and welfare 

policy has been fundamentally changed, making it important to update the earlier report. This study 

extends the eariier study on several dimensions. Most importantly, the effects ofTANF are assessed 

by analyzing data through 1998. In addition, the study provides more recent evidence of the effects 

of labor market conditions on changes in caseloads, and the study examines whether increases in the 

minimum wage also played a role. 

The large sustained declin~s inc,aseloads provide one piece of evidence ab,?ut the effectiveness of 

welfare reform efforts. However, there are multiple indicators of the impact of welfare reform, 

including changes in work and earning,s among welfare leavers, in marriage r~tes and out-of-wedlock 
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pregnancies,and in poverty rates. The Clinton Administrati~n is collecting ~md.track:ing information 
. 	 " " . . " .. 

on all of these measures in order to fully assess the impact of welfare reform. 

FACTORS AFFECTING CASELOAD TRENDS 

Economic Conditions 

Caseloads normally fluctuate with the business cycle, rising in periods of high unemployment and 

declining when unemployment falls. Chart 1 illustrates this relationship between labor market 
I 

opportunities .and welfare participation (i.e., the number of welfare recipients divided by the total 
, 

population) over the past three decades. When unemployment increased in the early 1970s, so too 

did welfare participation. The increase in welfare participation in the late 1980s and early 1990s, as 

well as the decline that began in 1994, also correspond with changes in employment opportunities 

during these periods. However, the trend in welfare participation does not always match that in 

unemployment, most notably when other important changes are taking place, including changes in 

family structure and welfare policies. Indeed, increases in welfare participation during the recession 

of the early 1980s were truncated by eligibility restrictions that were part of President Reagan's 

welfare reform efforts in 1982. Over the entire 1980s the simple correlation between unemployment . 	 . . 

and welfare participati<m was much lower (0.23) than in the 1970s (0.41) or the 1990s (0.78). . 	 . 

Chart 1. Welfare PartiCipation and Unemployment Rates 
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Chart 2. Welfare Participation Rate Versus 

Un~mpl9yment Rate for ,Each $tate, 1994 
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,Economic conditions vary across states as well ~s over time. Chart 2 displays a scatterplot of the 


unemploymentrat~ versus the weJfare participation rate for each state and the District of Columbia 

, i ...,. • • 

in 199~, when Participation was near its peak. (California and New York are highlighted because 

they are home to roughly 'one-third of the nation's welfare recipients, and DC is highlighted because . '. . . . . 

it is an outlier oil this Chart.) This relationship is quite strong, with a simple correlation of 0.65. 

, While this correlation suggests a strong role for economic factors, it is li~ely to over-state the true 

role of economic/actors. Fixed characteristics of states that cause them to have high unemployment, 

rates may also lead them to ~igh welfare participation. These characteristics include the state's age 

distribution, educational level, metropolitan/rural population shares, and racial and ethnic 

composition. While these factors may cha~ge over time, such change occurs,mo~e slowly than 

changes in policy or economic conditions. One way to abstract from these factors is to e~amine 
, , . 

changes over time within st~tes, which is th~ approach employed in: the econometric m<?dels below. . '.~ 

,Chart 3 displays the ~imple relationship between the 'change in the unemployment rate and the 


change in the welfare participation rate in each stat~.be~ween 1994 and 1998 tojllustrate the 


potential importance of these fixed effects. The chart demonstrates that once state.fixed effects are 


removed by examining changes in these variables, the relationship is riot nearly as strong as the 


simple cross-sectional one, with a c.orrelation of 0.17. 
 .. 
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Chart 3. Change ,in Welfare Participation Rate Versus 

Change in UnemploYl'l)ent Rate for Each State, 1994-98 
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Federal and State Policies 

Welfare Waivers. Since 1962, the Secretary of Health and Human Services has had the authority to 

waive federal welfare requirements if a state proposed experimental or pilot programs that furthered 

the goals of AFDe. Altho~gh there were a few waivers granted in the early 1980s, it was not until 

the early to mid-1990s that major, state-wide waivers became widespread. 

, ' 

These waivers varied substantiallY,across states, and in many cases they differed greatly from 

the rules under AFDe. Some waivers increased the amount of earnings recipients were allowed 
. , 

to keep and still be eligible fo'r we,lfare. Other waivers expanded work requirements to a larger 

nu~ber of recipients, established limits on the length of time recipients could remain on aid, 
, ' 

permitted states to sanction participants who failed to meet work requirements, or allowed states 

to eliminate benefit increases to families who conceived and gave birth to children while on 

welfare (the so-called "family cap"). Giv~n the widespread use of waivers and the degree to 

which these policies differed from'traditi<mal AIDe policy, there is substantial reason to 

believe that waivers contributed to changes in welfare caseloads. 

PRWORA. In August of 1996, President Clinton signed the Personal Responsibility and Work .. 
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Opportunity Reconciliation Act into law, dramatically changing federal welfare policy. PRWORA 
, ' ' 

was designed to emphasize self-sufficiency and employment in place of welfare dependency, and it 

gave states greater flexibility to design and implement programs to achieve these goals. Ben'efits are' 
, . '" 

time-limited; adults usually cannot receive federal aid for mo~e than 5 years during their lifetime, and 

some states have chosen to set shorter time'limits. Most recipients must also participate in a work 

aCtivity within two years to continue receiving aid. 

, Under the T ANF block grant established by PRWORA, federal assistance consists of an annual fixed 

transfer to each state equal to the amo~nt of fedC?rai transfers the sta~e received in fiscal year 1994, 

,1995, or the average of 1992-4, whichever was higher. In addition, most of the authority to design 

welfare programs was passed along to the states, who are required to have half of all recipients 
.. , ." , 

working by 2002 (40 ,percent by 2000). As a result, there are now' substantial differences in how 

welfare programs operate across the nation. Some states increase benefits to welfare families. who 
j-

have additional children, while others do not. Some states stop payment of benefits to the entire 

family at the first instance of their failure to mee~ work activity requirements, while other states 

never sanction more than the adult. And some states allow welfare recipients to keep a substantial 
- . ' 

portion of their labor market earnings without reducing their welfare- payments, while others do, not. 

AFDcrrANF Benefit Levels. States have long set their own level of maximum monthly benefit 

payments, with variation by family size andcomposition. All else equal, higher benefitleveis are 

expected to increase the number of participants. Over t~e period of this study, the inflation-adjusted 
, . 

level of welfare benefits fell in almost all states. In some cases the state explicitly changed benefits, 

but in most states benefit levels were fixed and eroded over time with inflation. 

. . . . 

Minimum Wage. The real value of the federal minimum wage decreased substantially between 1976 
, " 

and 1989. A $0'.45 legislated increase in 1990, followed by a $0.45 increase in 1991, offset some of 

this long-rundecline, but by 1995 the real minimum wage ($4.55) was nearly as low as itwas in 

1989. The minimum was then legislatively raised by $0.50 in 1996 and an additional $0.40 in 1997. 

Duririg the period analyzed in this study, 1976-1998, several states established minimum wage levels 
~ , ~ 
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that were aQove the federal minimum that prevailed at that time.' 

A higher minimum wage can make work more attractive, giving welfare participants a greater. 

incentive to enter the workforce and leave public assidtance. On the negative side, if a higher 

minimum wage reduces employment of low-skilled workers, some people may lose their jobs and 

enter welfare. At the same time, an increase in the minimum wage may lead employers to subs~~itute 

away from teenagers (a relatively large share of whom work for the minimum wage) and towards 

older welfare workers (who are perhaps not as likely to work at the minimum wage, but more likely 

. to be working just above the minimum than teenagers). The evidence on the disemployment effects 

of the minimum wage is mixed. Some studies have found that a 10 percent increase in the minimum 

wage causes a 1 to 2 percent decline in employment (e.g., Neumark and Wascher, 1992; Neumark 
, 

and Wascher, 1994; or the estiml.!tes surveyed by Brown et aI., 1982), while other studies have found 

nodisemployment effects (e.g., Katz and Krueger, 1992; Card, 1992a; Card; 1992b; Card, Katz, and 

Krueger, 1994; Bernstein and Schmitt, 1998; Card and Krueger, 1998). Two recent studies have 

examined the effects of minimum wages on wei fare caseloads, with one finding a negative effect 

over the 1990:-91 period (Turner, 1999) and the other finding a positive effect over the 1983-96 

period (Page, Spetz, Millar, 1999)~ 

There are a variety ofother factors that may affect caseloads, including the Earned Income Tax 
. . 

Credi~., the availability of child care; transportation, and Medicaid coverage, family structure, and 

out-of-wedlock births. Although our models do not directly exa~ine these factors, our approach" ' 

cOhtrols for them indirectly, ~s described tn.the next section? 

" ECONOMETRIC SPECIFICATION . 
Two approaches are implemented to estimate the effects of policy and economic c~:mditions over the 

I The states that had" minimum wages 'above the'federallevel during 1976-98, and the years in which they had such 

policy, are: Aiaska from 1976-98, California from 1989-90, Connecticut from 1976-90 and 1992-98, DC from 


,1976-98, Hawaii from 1976-77; 1988-90, and 1993-98, Iowa from 1990 and 1992-95. Maine from 1985-1990, 
Massachusetts from 1987-89 and 1995, Minnesota from 1988-90, New Hampshire from 1987-89, New Jersey from 
1993-96, Oregon from 1990-98, Rhode Island from 1987-90 and 1992-96, Vermont from 1987-89 ~nd 1995-98, 
Washington from 1989-90 and 1995-96. ' 
2 Of particular interest is the EITC, but because the most significant EITC changes are enacted nationally and effect " 
all persons at the saft}etime, these effects are subsumed by the model's time fixed effects. . 
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period 1976-1998. Both approaches utilize the same dependent variable, use the unemployment rate 

to capture the effects of labor market conditions, and specify the minimum wage and welfare benefit 

levels in identical ways. The difference between the two models is the specification of the remaining 


welfare policy variables. The first model uses two simple 011 indicator variables: one to capture the 


. period during which a major waiver was in effect in each state, and one to capture the period during 


which TANF was in effect in each state: Specifically, Model (1) is: 

(1) lnRs! =Waivers! Pw+TANF SI Plan! +lnBenefitss, Pb +lnMinWageS' Pmw +Unemploymentsl Pu 

+Ys+ Y/ + trend *Ys+ est 

The variables are defined for state S in calendar year t as follows: 

R: the ratio of the number of recipients to the population under 65 years 

of age (the number Of recipients is obtained from administrati ve reports on 

AFDCfTANF); the model estimates the natural log of this ratio. 

Waiver: an indicator variable that takes the value of one if the state had a major 

wai ver in effect; the indicator is turned offwhen TANF is implemented in 

,the state;3 

TANF: 	 anindicator variable that takes the value of one if T ANF was in effect 

in the given state (the TANF implementation date varied across states, 

as discussed below) . 

. Benefits: the maximum monthly benefit for a family of three on AFDCfTANF. 

MinWage: 	 the value of the state-specific minimum wage expressed as a monthly 

amount (to make comparable with the benefits variable) assuming 

employment for 30 hours per week for 4.33 weeks. (In most cases, 

this is the federal minimum wagel , 

3In most cases, the waiver concept becomes meaningless once T ANF was implemented because states were given 
broad control over their welfare policies. In particular, states could operate the broad categories of policies under 
T ANF, whether or not they were continuing a waiver. However, if a state continued a time limit waiver, then 
participants' time clocks in that state would have been running prior to T ANF implementation. As a result, these 
participants would reach their time limits more quickly than if their clock would have been reset on the date of 
T ANF implementation. .• 
4 If the state had a range of minimum wages, the highest minimum wage was used to construct this variable. In the 
year that the minimum wage changed, the weighted average of the minimums in effect during that year were used ,in 
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Unemployment: the unemployment rate (current, lagged one year, lagged two years) 

state fixed effects 

year fixed effects 

linear state-specific time trends 

All dollar values are expressed in 1998 dollars using the CPI-U-Xl. 

The second approach examines the effects of specific welfare policies, regardless ofwhether the 

policy was implemented under wai vers or T ANF. That is: 

(2) InRsI ,= X sl f3 x + InBenejitsS!f3b + lnMinWageS! f3mw +UnemploymentS! f3 u 

+ r. + r. + trend *r. + e" 

In Model (2), X represents a vector of variables that describe specific policies that are in effect in 

state s in year t. There are a variety of policies that could be analyzed. The five policies that were 

exaniined were chosen because, a priori, th~y were expected to significantly influence participation 

and they could be quantified'based on available sources. The five policies 'are: . 

1. Termination or work requirement time limits are represented by an indicator variable for 
, 

whether the state either terminates eligibility, reduces benefits, or requires participants to 

work (not just participate in a "work activity") after a given duration on aid. The date that 

participants first began to reach the time limit was used as the date that this policy came 

into effect. (These time limits had become binding in too few states for us to examine the 

distinct effects of each of these three policies.) 

2. A second indicator variable takes the value of 1 (0 otherwise) if the state has a family cap, 

that is, the state does not increase benefits for participants who give birth to or conceive a 

child while on ald. 

3. Work exemptions are represented by three indicator variables based on the state's policy 

toward families with young children: the first takes the value of 1 if the state exempts 

mothers with a child as old as 6months to 3 years, 0 otherwise; a second indicator takes 

the value of 1 if the exemption applies to mothers with a child newly born to 6 months old 

the analysis. where tbe weights are equal tothe share of the year in which each minimum wage was in effect. 
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. (and not older), 0 otherwise; and a third takes the value of 1 if the state allows no 

exemptions based on the age of the mother's children, 0 otherwise. Years in which a state' 

has a traditional AFDC/JOBS exemption policy seryes as the.refer:ence group. These four . ..' 

groups are mutually exclusive. . 

4. A set of three indicator variables capture the aggressiveness of work san~tion policies. One 

indicator represents states that impose full family·sanctions with the first offense . -:­

("full/full"), a second indicator represents st~tes that impose ~ull fan:rily sanctions only 

after repeated offenses ("partial/full"), a.nd a third indicator represents states whose 
, . , . 

maximum sanction is a partial family sanction ("partiallpartiaf'). States that impose no 

sanction or some lesser sanction, which was the case under traditional AFDC, serve as the 

reference group. 

5. The aggressiveness of disregarding earned incomeis represented by the amount of earnings 

disregard if a welfare recipient earns $750 per ~onth (in 1998dollar~). When the disregard 
,1 c , " , 

formula varies with duration on welfare, the disregard applicable for the longest duration 

(typically more than 3 months)is assumed. 

The "policy oriented" approach used in Model (2) has the advantage of being able to identify the 

specific p~licies that influence caseloads. However~ there a number of T ANF policies and practices' . 

that may affect participation that coulp not be captured in Model 2 because of data limitations, such 

as diversion policies, work requirements and targets, and welfare office culture. The simple 

indicator-variable approach used in Model 1 is more effective in capturing the total effect of waiver 

and TANF policies. 

State,y~ar, and state-specific time trends are included to capture unobserved factors,such as family 
• . . I 

structure and other policies, that'may be correlated with the observed variables. Most policies were . . 

not in effect the entire calendar year that they were implemented. In these case:s, fractional values are 

used corresponding to the share of the calendar year that the policy was in effect. The model is 

estimated with weighted least sqmrres, where the weight is the population u!1der 65 in state s in year 

t. The standard errors of the coefficient estimates are corrected for general forms of 
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heteroscedasticity.5 

Before discussing the results, it should be acknowledged that a maintained assumption in this study 

is that welfare policies are exogenous to welfare participation (after controlling for the factors in the 

models described above). All previous studies have also made this' assumption. Endogenous policy is 

probably more likely to affect the estimates of Model 2. While most states received waivers, a~d 

every state has implemented TANF; the specific types of policies vary considerably. For example, 

states whose caseloads were increasing (or not decreasing as much as desired), may have adopted 

relatiwly harsh policies.6 

DATA 

Using annual calendar year data froin 1976 to 1998 on all states and the District of Columbia, the 

analysis is based on 1,173 observations. Mostof the data used in the analysis come from well-known 

sources; with a few exceptions '(described below). The federal and state minimum wage data were 

obtained from the Wage and Hours Division of the Bureau of Labor Statistics. 

Welfare Waivers 

The data that are unique to this study are the waiver implementation dates and TANF policies. These 

policies are difficult to categorize and measure, and the pace and intensity of their implementation 

typically vary across and within states. Experts from the Department of Health and Human Services 

as' well as non-government research institutions were consulted to characterize these policies as fully 

as possible. Specifically, information on waiv~rs was obtained from the Department of Health and 

Human Services. Most waivers permitted simultaneous implementation of various provisions. For 

example, the California Work Pays Demonstration increased the AFDC resource limit for recipients 

to $2,000, increased the excludable equityvalue for a vehicle to ~4,500, allowed recipients,to place 

up to $5,000 in restricted accounts which did not count against the resource limit and which may 

5As a ch~ck of the robustness of the estimates, model 1 in Table 2 was re-estimated without correcting the s'tandard 
errors, and all statistically significant coefficients remained so at the 0.01 level. Estimates when the weights are not. 
used are reported in Table 4. . 
60ne set of studies has modeled welfare caseloads by inCluding the lagged value of the dependent variable as an 
explanatory variable (Zilaik et ai, 1997; Figlio and Ziliak, 1998). This approach is an alternative way to control for 
past history. We have not chosen this specification, however, and, we instead include year effects, state effects, and 
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·only be withdrawn for certain ~ses, and (among other things) required pregnant or parenting teens 

(under 19) who did not possess a high school diploma or equivalent to participate in CaILEARN. 

Like the 1997 CEA study, this repo~ focuses On six "major" types of waivers that received approval 

to be implemented state-wide7
: termination time limits, workrequirement time limits, family caps, 

, . .­
JOBS exemptions, JOBS sanctions, and the earnings disregard. Each of these policies was dis~ussed 

in detail in the appendix to the 1997 CEA Technical Report.8 
· 

Some of the waivers that were approved for state-wide implementation were initially implemented 

state-wide, some were implemented in selected areas of the state, 'while still others began in small 

regions of the state but were eventually ph~sed-in state-wide. Information on the pace of 

implementation is not available for all states. Therefor,e, the .date that is used to signal 

implementation is the date that the waiver began to be implemented.The earliest dates that these 

waivers were apprO\;,ed and implemented in each state are listed in Table AL9 

PRWORA & TANF 

PRWORA was signed into law in August of 1996, but a given state could not begin its TANF- . 

funded program until that state submitted its TANF plan and it was certified as complete by the 

federal government. Beginning on the date the state forma.lly implemented its TANF plan, the state 

could begin to draw down federal funds and was subject to all of the requirements and restrictions in 
, ' 

TANF. The earliest official implementation date was September 1996 and the latest was July 1997, 

state-specific time trends ,in models of the level of welfare participation. ' 

7 In a few instances waivers were examined which were not approved to be implemented state-wide but affected a 

large share of the state's caseload. 

8 It was determined that the waiver in West Virginia, which was considered a "major" waiver in the 1997 CEA 

study, did not in fact meet this requirement (Martini and Wiseman, 1997), which is reflected in Table AI. 

9 Somewhat larger effects are estimated when the date of approval, which was utilized in the 1997 CEA study, is 

used instead of the date of implementation, as described in appendix A. . 


.. 
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when all states were required to begin operating under TANF. The date that the state fornially 

implemented its T ANF plan is the date that is used to construct the T ANF indicator variable in 

Model (1). However, in some states the initial plan was simply a placeholder, designed to allow the' 

state to begin to draw down its TANF block grant, and some state policies were not changed until a 

later date. Therefore, the actual implementation date differs from the official. date. In particular, in 

five states (California, Mississippi, New. Jersey; New York, and Wisconsin) speciJic information was 

,available indicating that the policies most associated ,with TANF - time limit~, work requirements, 

sanctions, etc. - were not implemented until a later date; in these cases, the later date was used to 

construct the T ANF indicator. 1O Table A 1 reports the official and actual TANF imple~entation 

dates for each state. 

To specify Model (2) the policies that were in effect fn each state in each year were determined. To 

construct indicator variables for the existence of a termination or work requirement time limit and a 

family cap, we used the date'that the relevant waiver was implemented (for time limits, the date that 

participants began to hit the limit) and assumed that the waiver continued to be in effect until (at 

least) TANF was implemented in that state (i.e., the date listed in Table Ai ).11 

For the TANF period, we use information on state TANF plans as of October 1997 (Gallagher et aI., 

1998) along with the date the current policy (as of October 1997) was implemented to determine 
" 

which policies were in effect in each state in each year. It is assumed that the policies in place in 

October 1997 were not changed by December 1998, which is the end of our sample period. If a 

policy was implemented and rescinded between the date that T ANF was implemented and October 
. . 

1997, we would not capture this policy change. However, the earliest TANF implementation was 
~ . . 

October 1996, just one year prior to our TANF information, and many states implemented TANF in 

the first 6 months of 1997. Therefore, it is unlikely that a policy was both implemented and 

rescinded within such a short period. 12 

10 Modell in Table 2 was re-estimated without using this additional information for these five states. The 

coefficient estimates changed very little; the largest change was for the T ANF indicator, which increased to -23.8 

with a t-statistic of 2.70. 

II Again, the date that was used was the date that the policy initially began to be phased in within the state. 

12 New Mexico implemented its T ANF program in J,uly 1997, but it was found unconstitutional in September of 

that year. A revised T ANF program was implemented in April 1998. '. 
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RESutTS 

Table 2 contains the estimates of Models 1 and 2. T~e table also reports a version of each of these 

. models that excludes state-specific time trends. The rationale for including these trends is to control 

for unobserved changes over time that are specific to each state. For example, if there' is a long-run 

increase in f~male-headed hou~eholds, and the rate of this increase v'aries between states, other 

variables in the models may be ,biased if this factor isnot controlled. On the other hand, some'of the 

interesting and important variation for identifying effects of some of the variables of interest may be 
. . 

, . reduced substantially by the i~clusion of these trends, .~aking it difficult to identify their effects. For 

example, cash benefit levels follow a long-run trend in some states, and including the state-specific 

trends leaves'much less variation in benefits to identify its effects. Therefore, estimates with (Models 

1 and 2) and without (Models lA and 2A) the state-specific trends are reported. 

Estimates fr9m Modell 

Waivers had a large and precisely estimated effect on welfare participation (Table 2). Theestimates 

in Mod~ls 1 and lA imply that states that implemented amajor waiver experienced a decline in 

participation that was 8 to 9 percent greater than other states. The implementation.ofTANF is 

associated with a decline in participation of 18 percent, roughly double the size of the effect Of 

waivers. 

,~ " 

All other statistically significant estimates in Models 1 and lA alter participation in the expected 

direction. Higher cash welfare benefits raise particip~tion. The estimates in Model 1 imply that a $50 

increase in the monthly benefit above its 1998average monthly value would increase participation by 

1.8 percent. For the reasons described above, the estimates from Model lA, which exclude the state­

specific linear trends, are much larger and imply that the same $50 increase would lead to a 6.2 

percent increase in participation. 
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Table. 2. 

Baseline Specifications 


(Coefficient estimates .are multiplied by 100) 


. Modell ModellA Model 2 Model2A 
Beta t-stat Beta t-stat Beta t-stat Beta t-stat Mean 

Any waiver -9.40 2.90 -7.99 2.90 0.08 
TANF -18.84 4.37 -18.12 1.75 0.09 
Log maximum monthly benefit 14.98 1.93 51.74 6.20 - 15.01 _ 2.37 53.84 7.63 -":55 
Log monthly minimum wage -39.59 4.02 -63.91 3.61 -25.59 2.27 -51.95 2.74 1.91 
Unemployment rate: 
Current -0.36 0.74 0.20 0.30 -0.30 0.61 -0.l3 0.20 6.63 
I-year lag L50 2.40 1.70 1.88 . 1.29 2.06 1.65 1.92 6.79 
2-yearlag 4.27 8.92 5.13 7.40 3.94 8.34 4.77 7.39 6.83 

Specific welfare policy variables (X) 
. Termination/work req. time limit -3.75 0.76 -4.30 0.73 0.03 
Family cap 6.71 2.19 8.21 2.35 0.05 
Work exemption based on age of youngest child: 
Traditional AFDC & JOBS 


exemption (reference group) 
 .~ 

Child as old as 6 months to 3 years 12.37 2.46 -2.79 0.57 0.05 
Child newly born to 6 months old 1l.5() 1:53 3.05 OAO 0.03 
No exemptions based on age of youngest child 4.86 0.77 0.81 0.12 0.01 

Work sanctions: 
Traditional AFDC or JOBS (reference group) 
PartiallPartial ~9.71 2.52 -1.36 0.32 0.05 
PartiallFull -18.14 3.76 -22.76 4.20 0.04 
FulllFull -39.36 5.57 -33.53 4.51 0.03 

Log earnings disregard 5.38 2.40 5.86 2.00 0.64 
State-sEecific trends? Yes No Yes No 

All models include state and year effects. Estimates use the population under 65 as weights 
and robust calculation of standard errors. N:::1173. Weighted mean of the dependent variable: 1.589 



Increases in the minimum wage are found to decrease welfare participation. In particular, consider 

an increase in the minimum wage by $0.50. If this increase were on top of the average minimum that 

existed in 1998, monthly earnings at the minimum wage (evaluated at 30 hours per week, full month) 

would increase by $65. Thi~ rise would translate into a decline in .welfare participation of roughly 3.7 

to 5.9 percent. 13 

Tight labor markets, as measured by the unemployment rate,reduce welfare participation. The 

models demonstrate the lagged nature of the unemployment effects. In fact, the largest effects are for 

unemployment lagged two years. Model 1 implies that a one percentage point decrease in the 

unemployment rate that persists for three yearS is associated with a 5.41 percent (4.27+1.50-0.36) 

decline in welfare participation. The estimates are substantially higher if state-specific. time trends 

are not included in the model. ' 

Estiinates from Model 2 

The effects of cash benefits, minimum wages, and the unemployment rate estimated for Models 2 

and 2A are similar to those estimated iQ Models 1 and lA, respectively. The welfare. reform policy 

variables included in Models 2 and 2A show mixed results. The coefficient on the time-limit 

indicator variable is negative, as expected, but it is not precisely estimated. Itis important to note 

that all participants who have hit time limits by the end of 1998 were doing so under a waiver policy. 

And because only a small number of states had time limit waivers, a relatively small number of 

participants had hit a time limit. Therefore, it is not surprising that, through 1998, ti~e limits had 

not significantly altered national caseloads;14 

13 Some studies of the disemployment effects of the minimum wage have included a measure of average state wages 
in their specifications. Although there are problems that arise from including this variable (see Card, Katz, KI:ueger, 
1994 for a discussion), Modell in Table 2 was re-estimated including the average wages of production workers 
beca~se this variable is incorporated in a large number of studi~s. (This variable is not available for DC or for 

. Indiana in some years.) Including this variable causes the effect of the minimum wageto fall somewhat, but it is 
still large (-30.45) and precisely estimated (t-statistic of 3.39). ' 
14Time limits may alter participants' behavior before they actually hit the limit. For example, some recipients may 
leave the rolls sooner or not'come on the rolls at all in order to save up time that could be used at a later date. When 
the date of implementation was used to construct this variable instead of the date that people first began to hit the 
liPlit, the estimated effects were actually positive. This counterintuitive result is likely due to the endogeneity issues· 
raised earlier in the report. In particular. the states that chose to implement time limits under waivers may have 
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As expected, a higher e~ings disregard raises participation (at least in the 'short-rim), but this effect 

is relatively small. The estimates suggest that an increase in the disregard equivalent to $50 on a 

monthly basis is associated with less than a 1 percent increase in participation. Family caps do not 

have the expected negative effect; in fact, they are positive and precisely estimated. Similarly, 

looking across Model 2 and 2A, it appears that work exemption policies based on the age of tlie 

youngest child do not playa substantial role in ,deterrcining caseloads. In fact, the one si'gnifica~t 

effect is 'of unexpected sign. 

Not surprisingly, policies that sanction recipients who do not go to work are associated with large 
, I 

declines in welfare participation. The effects of the work sanction policies maY,be due to the fact that 

impending sanctions cause welfare reCipients to accelerate their job search and find emp'loyment, or 

the effect may be due to the fact that recipients did not find a job and were sanctioned. States with 

full family sanctions on the first violation of work requirements have much lower caseloads than 

other states. States whose most severe work sanction policy is a partial reduction in benefits also 

have lower participation, but not nearly as low as the rates for states with full family sanctions. As 

with all policies examined in the model, the effects of these sanctioning policies on the caseload may 

be distinct from their effects on other important factors, such as child health and development, 

illegitimacy, education, poverty, and work participation. 

Relative Contribution o'f Each Factor 

1993-96 Welfare Waiver Period. Table 3 provides estimates of the relative contribution of each 

factor to the change in welfare participation during two periods: 1993-1996 (the waiver period under 

't.he Clinton Administration) 'and 1996-98 (the TANF period). Specific~lly. the change in .the national 

average ofeach variable (obtained by weighting by the state population under 65) is multiplied by its 

respective coefficient estimate to determine the change induced by that factor. The ratio of the share 
, . 

of this change to the total change in participation during this period is reported in Table 3. For 

example, 22 percent of the population under 65 lived in states with major waivers in place in 1993. 

been the states whose caseloads were increasing, or perhafJs not declining as much as desired. 
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Table 3. 

Percentage of Change in 


Participation Attributable to Each Factor 

(Based on Estimates of Models.1 and 1A in Table 2) 


Based on Model 1 Based 011 Model 1A 
Factor 1993-96 1996-98 1993-96 1996-98 
Welfare waiver~ 14.6% 12.4% 
TANF 36.2% 34.8% 
Decline in unemployment 26.4% 7.8% 35.6% 10.4% 
Increased minimum wage' -9.7% 9.6% -15.6% 15.5% 
Lower cash benefits 6.3% 1.4% 21.7% 4.7% 
Other. 62.4% 45.0% 45.9% 34.5% 

By 1996, this share increased to 53 percent Multiplying the change in the share living under waivers 

(0.53-0.22=0.31) by the respective coefficient estimate in Modell (-9;.40), it is found that the 

expansion of waivers led to a 2.91 percent decline in"participation during this period. Participation 

. in total dropped by about 20 percent between 1993 and 1996, whichimplies that roughly 14 percent 

of the decline can be attributed to the increase in waivers. 
, .. 

While waivers accounted for about 14 percent of the decline from 1993-96 according to Modell, the 

. lower unemployment rate was responsible for 26 to 36 percent of the decline (depending on the 

model). Cash benefits declined by about 8 percent from 1993 to 1996, which led to a decline in 

participation. The a~tual amount of the decline that can be at~ributed to th~ benefit reduction
l 
differs 

.' . 

substantially between the two models; 6 perc~nt for Modell and 22 percent for Model 1A. The real 

value of the minimum wage fell between 1993 and 1996 (the increase in 1996 was in October, so it 
, ' . 

~~s ~ot effective most of the year)IS, which is why the minimum wage explains a negative share of 

the caseload decline; thecaseload would have increased between 1993 and 1996 if the only change 

that had occurred were the decline in the real minimum wage. 

15 Recall that the minimum wage measure used in the analysis is the weighted average of the minimum wages in 
effect in the state in the given year, where the weights are,equal to the ~hare of the year that the respective minimum _. 
was in effect 
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TANF Period: 1996-98. Welfare participation declined by roughly 33 percent between 1996 and 

1998, and T ANF was a major contributing factor. Roughly one-third of the decline is due to T ANF. 

Economic factors are still importantin drawing people off welfare, but since the unemployment rate 

has declined relatively little since 1996, it accountsJor just 8 to 10 percent of the·decline in 

participation over this period: High~r minimum wages accounted for about 10 percent of the drop in 

participation, and reductions in cash benefits accounted for an additional 1 to 5 percent decline. The 

remaining share is unexplained arid may be due to other chan~es in policy, practice, or behavior. 

ALTERNA TIVE SPECIFICATIONS 

Several alternative specifications were estimated to examine the robustness of the findings, and some 

of these results are reported in Table 4. All of the models in Table 4 include state-specific time 

trends, and the estimates from Model 1 of Table 2 are listed for comparison. 

It has been a,rgued that analyses of waiver policies should not utilize population weights (~artini and 
.-

Wiseman, 1997). Comparison 1 demonstrates that the effects of waivers, T ANF, cash benefits, and 

the unemployment rate are not very sensitive to whether weighting is used. However, the effects of 
,­

the minimum wage are substantially larger when the weights ~e ~ot used .. 

j ..,' 

Quite often it is said that welfare reform would o<;>t have been a~ effective in reducing caseloads if it 

had not been for the strength of the_labor market. This hypothesis is tested in ComPatison 2 by 

interacting the unemployment rate with the waiver'indicator and ~ith the TANF indicator.16 

Although the precision of the estimate of the interaction between T ANF and the unempl~yment rate 

is slightly below standard levels for determining statistically significance (with a p-value of 0.12), 
" 

the coefficient estimate implies that TANF policy is more effective when unemployment is low. For 

16In reality, people who make such statements are sometimes referring to the direct' effect of labor market 
conditions on participation, and not the interaction, 
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Table 4. 
Alternative Specifications of Modell 


(Coefficient estimates are multiplied by 100) 


Comparison I Comparison 2 Comparison 3 Comparison 4 Comparison 5 

Baseline Without· Policy & Economy Changing Economic Effects . With Leads of Population as an 

Modell Population Weights Interactions Model A ModelB TANF and Waivers Explanitory 
Variable 

Beta t-stat Beta . t-stat Beta hstat Beta t-stat Beta t-stat Beta t-stat Beta t-stat 
A,ny waiver -9:40 2.90 -7.34 2.95 -1.90 0.21 -8.86 2.42 -9.34 2.54 -5.53 1.82 -8.29 3.01 
Any waiver, lead -6.84 2.39 
TANF -18.84 4.37 -18:04 2.38 -46.23 2.77 -21.28 4.23 -22.07· 4·14 -15.19 3.20 -15.94 3.94 
TANF,lead -4.84 1.19 
Log max. monthly benefit . 14.98 1.93 20.92 3.34 -5.44 0.78 -6.99 0.87 -6.10 0.75 14.91 1.95 29.06 4.27 
Log monthly min. wage -39.59 4.02' -67.31 4.01 -53.00 3.73 -51.59 3.81 -47.44 3.44 -40.28 4.26 -15.14 1.48 
Unemployment rate . 
Current -0.36 0.74 0.63 . 1.36 3.21 8.51 3.17 8.80 -0.26 0.54 0.74 1.70 
One lag 1.50 2.40 1.80 3.23 1.51 2.44 1.25 2.31 
Two lags 4.27 8.92 . 3.66 8.12 4.17 8.78 2.68 6.04 
Current*1976-80 1.48 1.93 
Current*1981-86 . 3.20 7.97 
Current* 1987 -92 3.87 6,03 

.. Current*I993-98 - 4.37 3.54 
Wai ver*Current ~1.01 0.63 
T ANF*Current . 5.32 1.57 

Log(populaiion under 65) -136.77 4.62 
All models include state effects, year effects, and state-specific time trer.ds. Estimates use the population under 65 as weights and robust calculation of standard errors, 
except in Comparison 1 where the weights are not used. 
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example, after adjusting for other factors, TANF is estimated to reduce participation by 14.8 percent 

if the unemployment rate were 5.9 (as it was in California when it implemented TANF in 1998) and 

by 20.2 percent if the unemployment rate were 4.9 (as it was in Michigan when it implemented 

TANF in 1996). 

It has been argued that the effects of waivers may be accoun~ed for byan increase in the sensit!"ity of 

the caseload tplabor market conditions in the 1990s (Moffitt, 1999). Forthis argument to hold, 

. economic conditions must be correlated with waivers, the caseload must have become more sensitive 

to the unemployment rate over time, and the model must not have allowed the effects of the 

economic factors to change over time. Comparison 3 (Model B) tests this hypothesis by allowing the 

effects of the unemployment rate to differ between four periods: 1976-80, 1981-86, 1987-92, and 

1993-98. (~hi,le Model B allows the effeCts of unemployment to vary across time, it doesnot 

include lag~~ ~unerri;loyment effects. Therefore, the baseline model, which does not incorporate 
~ ". 

time-varying unemployment effects, is re-estimated with no lags in unemployment so that proper 

comparisons can be made. This specification appears as Model A in ~omparison 3.) Indeed, the 

caseload has become more sensitive over the past two deCades. A one percentage point increase in 

unemployment led to an increase in welfare participation of 1.5 percent in the 1976-80 period, 3.2 

percent in the 1981~86 period, 3.9 percent from 1987-92, and 4.4 percent since 1993. (The 1976-80 

period is statistically significantly different from each of the oth~r three periods, but the three latter 

periods are not statistically significantly different from each other.) This rise may be due to the fact 

that most of the changes to AFDC introduced by waivers and TANF emphasize employment. This 

also suggests that the estimates of the contribution of the unemployment rate reported in Table 4 may 

be a lower bound. Most importantly for this study, hpwever, the effects of waivers and TANF are 

robust to this specification, changing very little from the baseline model. 

Comparison 4 pennits "lead" effects ofTANF and waivers. The 1997 CEA study argued that 

welfare policies may begin to have an effect on behavior in the year leading up to their enactment 

because of the heightened awareness generated by the debate surrounding their passage. Indeed, the 

1997 study foundthat state caseloads were declining significantly in the year prior to receiving 
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approval for.a waiver. The estimates with the d~ta through 1998 and incorporating TANF imply a 

fairly large andstatistically significant association between welfare participation and the one-year 

lead of wai vers; the lead of TANF is not significant. However, it is difficult to interpret these 

estimates. While a true causal interpretation is plausible, an alternative interpretation is that the leads 
I 

are picking up unobserved differences across states or within states across time. For example, 

perhaps states with recently declining caseloads (or caseloads declining more -- or i,ncreasing less ­
.' , ' ' .&, 

than expected) had slack resources and manpower to design and submit a waiver. In this case, . 

waivers themselves may notbecausing the decline. For this reason, the estimates without the leads 

ate emphasized.17 

The final alternative specification, Comparison.S, ~ses a less restrictive function~ fOnD by using the 

popUlation variable as. an explanatory variable instead of using it as the denominator in the dependent 
'. '." 

variable. In this model the dependent variable is simply the natural log of the number of recipients. 

, The results are fairly stable to this specification change. However, the coefficient estimate on the 

minimum wage, while still negative, is reduced, and it has a p-value of O~ 14. 

CONCLUSIONS 

There has been an unprecedented decline in welfare caseloads. The drop has occurred in every state 

in the nation, and it has persisted now for almost S years. In the earlier yeats, from 1993 to 1996, 

most of the decline was due to the strong labor market and welfare waivers. The declines in the more 

recent period, from 1996 to 1998, have been very large, and the single most important factor th~t_~~_ 
. '--­

be identified is the imRlementation ofTANF. PRWORA produced a dramatic ch~nge in welfare 
, -7 • 

policy: work and self-sufficiency became a primary goal; state and local governments were given 

much greater control of the programs they ran; and states experimented with a host of program 

design changes .. The evidence suggests that these changes have caused a large drop in welfare I 
part_ic_i....p_at_io_.n, a drop that is i~ependent of the ef~ects of t~~ng labor market during this P~ .. * 
17 Models that include lagged values of the waiver and T ANF indicator variables were also examined to determine 

whether there was an effect of these policy changes above and beyond the initial-year change. Although in some 

specifications there were substantial lagged effects, the estimates were quite sensitive to specification, espeCially 

sample weighting and inclusion of data from California and New York. 
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The estimates imply that T ANF alone has accounted for roughly one-third of the reduction from 

1996..;98. 

The strong labor market has made work opportunities relatively more attractive,drawing people off 

welfare and into jobs. In fact, the size of the caseload has become mo~ sensitive to'labor market 

changes in recent periods. However, the unemployment rate has not declined as much in the PQst­
, , 

TANF period (1996-98) as it did.in the 1993-96 w~iver period. As a result, the share.ofthe decline ., . ' . 
in the caseload that is attributable·to improvements in the labor market was much larger in the 1993­

96 peri,od (roughly 26 to 36 percent) than in the 1996-98 period (8 to 10 percent). 

While this study helps to explain the post-TANF changes in welfare participation, there is much 

about welfare participation that is unknown. In most models that were estimated, a large share of the 

variation over time could not be explained. The variation across states in welfare policy and 

management has increased as a result of TANF, and the research community will struggle to keep 

abreast of these changes .. Merely documenting the changes, let alone understanding their effects on 

caseloads, work, self-sufficiency, child well-being and the like, is a major challenge. 

23 

., ..~.. 



Appendix A 


Comparison with the 1997 CEA Study 


A replication of the estimates reported in the 1997 CEA study is provided in Table A2. There are 


five reasons why the "old" estimates may di,ffer from the "new" estimates: 


~. different time periods of analysis 


2. different variables included in the models 

3. use of approval vs implementation date of waivers 

4. use of calendar vs fiscal year d3ta 

5. use of population under 65 instead of all population in calculating participation rates. ' 

All models in Table A2analyze the 1976-1996 period and include the same explanatory variables. 

Comparison between the "old CEA" estimates and the estimates in Model I of Table A2 shows that, 

the effects of waivers are larger when calendar year data is used instead of fiscal year data. This 

finding is not surprising because the caseload continued to decline at the end of 1996, and some of 

this decline is attributed to waivers in Model L 18 Table A2 also demonstrates that the effects of 

waivers is somewhat sJTlaller when the implementation date (Model I) is used instead of the approval 

date (Model ll). Use of the population under 65 instead of the total population in the denominator of 

the recipiency rate alters the results very little. 

Although the use of the implementatior date instead of the approval date and a different population 

control does not alter our results substantially, two other choices do. First, we include a second lag 

of the unemployment rate in our models in the current study (Table 2); The effect of the second lag is 

quite large and precisely estimated. It turns out that the inclusion ofthe second lag explains an 

important difference in the reported results between the two studies. With only one lag in 

unemployment, the 1997 study found that unemployment could explain 45 percent of the change in 
<" 

18Some of the effects of w~iversin 1996 may be picking up the effects of PRWORA, or the heightened public 
awareness of reform prior to PRWORA (Moffitt, 1999). Re-estimating Model IV in Table A2 without 1996 data 

, leads to a coefficient nthe waiver dummy of -3.65 (t-statistic of 1:60). ' . 
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partIcipation from 1993-96. (See Table 3, colum~ labeled (3), in the 1997 report.) Using the 1976­

1998 data, and the full specification reported as Model 1 in Table 2 but without the second lag in­

unemployment, we find results that are almost identical to those reported in the 1997 study: 

unemployment explains 42 percent of the change between 1993 and 1996. But with the second lag 

included, the share explained by unemployment faUs to 26 percent. Therefore, the specification of 
. , .­

the lag structure does alter the results from the simulations. However, the effects of waivers diimge 
. , 

very little with the specification of the lag.structure of unemployment: the share explained by 

waivers between 1993-96 based on Modell in Table 2 is 14 percent with two lags and 15 percent 

with just one lag. 

The studies also differ in their findings regarding the importance of waivers. However, the primary 

difference is not due to different estimates within the same specification, but in the choice ofwhich 
. " ,. . , 

specification to emphasiz~: The 1997 study emphasized results from a specification that included a 

lead value of the ~aiver variables (model 6 in Table 2 of the 1997 report) while the current study 
I 

emphasizes models that exclude the leads (model 3 in Table 2 of the 1997 report). As described in 

the 1997 technical report, " ... it may be that the waiver application process, the publicity surrounding 

it, and potential changes in case workers' behavior and attitudes may 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(p. 15)."W~ile" this is a plausible scenario, an alternative 

interpretation is that the leads are picking up unobserved differences across states or within states 
. . 

acros~ time. For example, perhaps states wi~h recently declining caseloads (or caseloads declining 

more -- or increasing less than expected) had slack resources and manpower to design and submit a 

waiver. For this reason, the current study uses the ,simple contemporaneous value for waivers and 

TANF. 

Excluding the leads does not change the estimates of the effect of unemployment rates. However, 

the waiver effects are substantially small~r without the leads. As reported in Table 3 of the 1997 

study, the share of the 1993-96 change explained by waivers falls from 31 percent if the leads are .• 
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included to 13 percent if the leads are not included. The 13 percent estimate in the 1997 study is 

comparable to the estimate of 14.6 percent in Table 30f the current study. 

Other than these differences, the updated study is quite consistent with the earlier report. Most 

importantly, strong labor markets, as measured by the unemployment rate, and welfare waivers 

played an important role in explaining the declines from 1993-96. The new study builds on the.1997 
. . 

report and finds that TANF has had an even more profound effect on participation than did waivers. 
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Table AI. Dates ~f TANF Implementation and Major Welfare Waivers 

Date of First Major Waiver T ANF Implementation 

Approval· Implementation Official Actual, if Different 
from Official 

Alabama November-96 . 

Alaska July-97 

Arizona May-95 November-95 October-96 

Arkansas Aprjl-94 July-94 July-97 

CaJifornia October-92 December-92 November-96 January~98 

Colorado July-97 

Connecticut August-94 January-96 October-96 

Delaware May-95 October-9S March-97 

DC March-97 

Aorida June-96 OclOber-96 

Georgia November-93 lanuary-94 January~97 

Hawaii June-94 February-97 July-97 

Idaho August-96 July-97 

Dlinois November-93 November-93 July-97 

Indiana December-94 May-95 October-96 

Iowa August-93 OclOber-93 January-97 

Kansas OclOber-96 

Kentucky OclOber-96 

Louisil\M January-97 

Maine June-96 November-96 

Maryland August-95 March-96 December-96 

. Massachusetts August-9S November-95 September-96 

Michigan August-92 October-92 September-96 

Minnesota July-97 

Mississippi September-95 October-95 OClOber-96 July-97 

Missouri April-95 June-95 
I 

December-96 

Montana April-95 February-96 February-97 

Nebraska February-95 October-95 December-96 

Nevada December-96 

New Hampshire June-96 October-96 

New Jersey. July-92 October-92 February-97 July-97 

New Mexico July-97 

New York December-96 November-97 

North Carolina February-96 July-96 January-97 

North Dakota July-97 

Ohio March-96 July-96 OClOber-96 

Oldahoma October-9.6 

Oregon July-92 . February-93 OClober-96 

Pennsylvania March-97 

Rhode Island May-97 

South Carolina May-96 Octoper-96 

.South Dakota March-94 June-94 December-96 

Tennessee July-96 . September-96 October-96 

Texas March-96 June-96 November-96 

Utah October-92 January-93 October-96 

Vermont April-93 July-94 September-96 

Virginia July-95 Juiy-9S February-97 

Washington Septcmber-95 January-96 January-97 

West Virginia January-97 

Wisconsin June-94 January-96 September-96 '.' September-97 

Wyoming January-97 

*New Mexico implemented its TANF program in July 1997. It was found unconstitutional in September 1997:' 
A revised TANF program was implemented in April 1998. 



• I TableA2. 
"Old'CEA" Compared with "New CEA" for,the197<f1996 Period 

(Coefficient estimates multiplied byl(}()t' 
,,' 

" 

"NewCEA 
OldCEA Modell Model n Model III ModellV 

Beta t -statistic Beta t -statistic Beta t-statistic Beta t-statistic Beta t -statistic 
Any waiver 
Unemployment 
Current 
Lagged 

Log max. monthly benefit 

Years 
Date of waivers . 
Population 
Calendar vs fiscal 

-5.17 

-0.90 
4.97 
7.93 

1976-1996 

Approval 


All 

Fiscal 


2.97 

2.09· 
11.83 
1.65 

-6.74 3.33 -6.81 

-0.58 
4.60 
6.57 

1.18 
9.50 
1.02 

-0.63 
4.66 
5.75 

1976-1996 
Approval 

All 

' 1976-1996 
Approval 
Under 65 

Calendar ,Calendar 

3.33 

1.28 
9.52 
0.88 

-5.66 2.67 

-0.61 1.24 
4.61 9.47 
7.06 1.09 

1976-1996 
Implementation 


All 

Calendar 


-5.71 2.67 

-0.66 1.33 
4.67 9.49 
6.23 ' 0.96, 

1976-1996 
Implementation 

Under 65 
Calendar 

All models include state effects, year effects. and state-SpeCific time trends. "Old CEA" refers to the estimates for Model 3 in 

Table 2 'of the 1997 CEA report. To b~ consistent with the 1997 CEA report, the waiver in West Virginia is assumed to be a "major" waiver . 


. . 
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Statewide T ANF Time Limits 
State Date 

connecticut ._+ 10101/971 
ITexas· .11/05/97 
Tennessee 04/01/981 
Arizona· 10101/981
IFlorida II.Q;(j.1l98 I 
llndiana .1~10101l981 
lOregon _ . (~~!Q/017981 
rSouth Carolina . I 10/12/981 
fMassach'isetfs ~ 2/01/981 
Nebraska ; 12/01/981 

.forB;a.' 01/01/99
Louisi€Jn~· 01/01/ffi 

. North Ca~21lr1_€J 01/01/991 
lVirginia 02/01/99 
·:Delware 03/10/99 
iArkansas . 071017~ 
[9~alifornia 07101/99 

·i Ohio . 10101/99 I 

'Utah 10101/99
tverm·ont· i 09/20/01 J 
Michi an I 09/30101 i 

Wisconsin I 0~/30101 i 
!Kansas I 10101/01 i· 
iMiSSissiPPi 10101/Q..L 
!New Hampshire. \. 10101/011 
~Oklahoma . ~. 10101/01 I 
lKentucky~ . i 10/18/01 I· 

iMaine 11/01/01 i 
[Alabama . 1171570] 
!Missouri I 12/01/011 
IS.outh Dakota 12/01/?: 
LNew York 12/02/~
INevada 12/03/011 
IM~and I 12/Q§}/Q:Ll 
ITQwa ·_____~_-Q.1101/0~ 
!Wyoming . I 01/01/02j 
lWashin~~_______-L 017101621 
IWest Virginia ! 01/11/02; 
IMontana· --T62701/02l 
tNewJersey : 02/01/021 
:Oistrict of Columbia~~~9119_~! 
IPe_nnsylvannia~· 1_ 03/03/0~~ 
iRhode Island --r 05/01/02 'I 

IAlaska_~·~~----r07101102] 
, jColorado_. . 07101/021 
IGuam 07101/02 ! 
!HawaiC~'- 07/017021 
tTIiTnoiS~- 07/01/02 i 
I~"'innoc:nb· n7/n11O? I 



INorth Dako~_ I· 07/01/0~~ . 
Pueilo f3.ico ~ l=?7/01102 
Virigin Islands ---t 07/01/~ 

tNew Mexico yending Legislative Changes 
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some States use a narrow definition of, 'work," whereas others allow for a broader range of 
activities, including training or volunteering. 

Another major feature of State policy regarding work is the increased ~se of sanctions if family 
members fail to participate in required activities. While reliable national data is not available at 
this point, the State waiver studies suggest that there is much more aggressive State use of 
sanctions under welfare reform. FOF example, waiver demonstrations indicate that a 
demonstration county in Florida increased its sanction rate from seven to 30 percent and 
Delaware's sanction rate increased from nearly, zero to 50 percent. Under PRWORA, if the 
individual in a family receiving assistance refuses to engagein required work, the State has the 
option to either reduce or terminate the amount ofassistance payable to the family, subject to 
good cause. Thirty-seven States have elected to terminate the amount of assistance payable to a 
family for not cooperating with work requirements (typically after several infractions), and 
fourteen States have chosen to reduce the amount qf cash payable to a family (by a pro rata 
share). 

States have also enacted policies to make work pay, generally by increasing the amount of 
earnings disregarded in calculating welfare benefits. Forty-three States made changes to simplify 
and expand the treatment ofearnings compared to the AFDC treatment. In conjunction, all 
States have raised their limits on assets and/or vehicles thus allowing families to keep a vehicle 
that may be their only means of transportation to work, and to accumulate savings. ' 

\ 

Time Limiting Assistance 

The Federal law limits the percent ofcases that may receive federally-funded assistance for more 
than 60 months in order for the State to avoid a time-limit penalty. Within that framework, •
States have broad flexibility to set policies on time-limits, including policies on the duration for 
which benefits may be received, exemptions,and criteria for hardship extensions. • 
State policies related to time limiting assistance to a family vary greatly. States have chosen the 
following time limit policies: • 
• 	 27 States use the five-year federal time limit (Alabama, Alaska, Colorado, District of 

Columbia, Hawaii, Iowa, Kansas, Kentucky, Maine, Maryland, ,Minnesota, Mississippi, •Missouri, Montana, New Hampshire, New Jersey, New Mexico, New York, North Dakota, 
Oklahoma, Pennsylvania, South Dakota, Vennont, Washington, West Virginia, Wis~onsin, 
and Wyoming); • 

• 	 8 States (Louisiana, Nebraska2
, Nevada, North Carolina, Oregon3

, South Carolina, Tennessee, 
arid Virginia) have chosen "intermittent" time limits (for example, Louisiana limits T ANF •
receipt to 24 months in any 60 month period, with a lifetiqIe limit of 60 months); 

• 	 8 States have chosen a lifetime time limit shorter than the federal limit (Arkansas, • 
Connecticut, Delaware, Florida, Georgia, Idaho, Ohio, and Utah); 

2 Families are limited to 24 out of 48 months of cash assistance. However, State law will not allow any family to be .. •
terminated if it will result in an economic hardship. 2 

Cash assistance to families is limited to 24 cumulative months in any 84 consecutive months. The time limitation 
will not apply to any person who is participating in the JOBS. • 

, ' • 
l 
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•
• 
• 3 States have chosen options that do not involving supplements for families reaching the 


federal time limit (Illinois, Massachusetts, and Michigan); and 


• 

• 5 States have chosen time limits for adults only (Arizona, California, Indiana, Rhode Island, 


and Texas). 


Diversion 

• Many States are experimenting with a variety of strategies to divert families from receiving cash 
assistance. These diverse strategies include: lump-sum cash payments, where families receive a 

• 
payment sufficient to resolve an immediate emergency (such as a car breakdown) and keep the 
family working and off cash assistance; applicant job search, where the applicant is required to 
look for ajob for some period oftime (with or without structured assistance from the welfare 

•• 
office) before receiving benefits; and other alternative support services (such as linkages to child 
care or community resources). These strategies are quite new, and.there is little research yet on 
their effects. 

• 
However, a recent study by the Center for Health Policy Research at the George Washington 
University, funded by the Department, has examined the emergence of diversion programs as a 
welfare reform strategy and the potential for diversion to affect access to Medicaid. The study 
reported on the use ofdiversion in all 50 States and the District of Columbia, and also included 

• 
an examination of the experiences of five local communities in establishing and operating 

• 
diversion programs (See chapter Summary 14:3). In addition to noting the importance of 
processing Medicaid applications even in cases in which T ANF assistance is deferred, it 
highlights promising approaches that other States may follow to ensure access to Medicaid and . 
other supports, such as child care, for those who obtain employment through diversion or are 
otherwise diverted.from the TANF rolls. 

•• 
One ofMontana's local programs was examined in the study. In that program, child care and 
Medicaid-o~ly option are provided for families with work or.child support income. The study 
found that this option has greatly increased demand for child care. 

• 
Families Facing Specific Barriers to Employment 

• 
. . 
Although there have been dramatic gains in work for many T ANF families, too many families 
with multiple barriers to success are at risk of being left behind. While many parents on welfare 

• 
have succeeded in moving to work, despite extraordinary obstacles, others will need additional 
treatment and support services to work and succeed at work. The States vary a gr~at deal in the 
extent to which they have planned and invested in programs to provide these supports. There ar~ 
no completely reliable estimates of specific family needs among welfare families, but recent 
studies suggest that as many as 27 percent of adults in the case load have a substance abuse . 

• problem; up to 28 percent have mental health issues; up to 40 percent have learning disabilities 
or low basic skills; and up to 32 percent are current victims of domestic violence. 

•• 
The Department (including both ACF and the Substance Abuse and Mental Health 
Administration) has co-sponsored with the Department of Labor a series ofconferences on 
Promising Practices under welfare reform, featuring practitioners and researchers providing 

.. 
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Work Participation Rates Talking Points 

• 	 This is the first full year ofwork data available under the 1996 welfare reform law, and th~ first' 
. data available for all states. Not all states had to report in 1997 and those that did only had to 
report data for the last quarter. Last December, HHS released data for that 39 states that were 
required to meet the work rates for the last quarter ofFY 1997 (July 1, 1997 - September 30, 
1997), showing that all 39 states met the overall work requirement and 15 states met the two­
parent work requirement. 

• 	 Nationally, 35 percent of all welfare recipients were working in 1998, exceeding the 30 percent 
target. (Note that this means 35 percent of those subject to the work rate were in a work 
activity for at least 20 hours per week). 

• 	 Two-thirds of the states (30) met or exceeded the 30% rate without a caseload reduction credit. 

• 	 While not all states met the law's two parent work rates, which require 75 percent of two parent 
families to work, 27 of the 42 states met it. Nationally, 42 percent of two parent families 
were in work activities. (Both the work rate and the hourly requirement are tougher for two 
parent families hourly requirement is 35 hours/week). 

• 	 Why have a case load reduction credit: remember that the participation rates only reflect people 
who are currently on welfare and involved in work activities; they do not reflect people who 
have left the rolls to go t6 work. In order to give credit to states for the many people who 
have already left the rolls and gone to work, the welfare reform law included a "caseload 
reduction credit." For FY 1998, this credit means a state's participation rate target is reduced 
by the number of percentage points its case10ads went down between 1995 and 1997. For 
example, if a state's caseload went down by 10 percent between 1995 and 1997, its 
participation rate target for all families goes down from 30 percent to 20 percent. 

" 	 The two-parent families make up only about 6 percent of the total caseload (17% in CA). 

[Bruce, we have tables on work activities by category but don't think we'd want to give them to 
Robert now. -they'll be in the report to Congress-so you'll probably want to keep this more 
general:· 

• 	 The vastmajority of those counting toward the rates were in unsubsidized employment (70%). 
Direct work activities combined accounted for about 85% of those counting toward the work 
rate (unsubsidized employment, subsidized employment, work experience or community 
service). The remainder fulfilled their participation requirements throughjob search, 
education, and training. ] . 
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MEMORANDUM 


TO: President Clinton'. ' 

FROM: EliSegal ~ 

DATE: . July 22, 1999 

INRE; OzeAmerica Co~erence: August 2-4, 1999 (Chicago Ii..) 

Well, seven years after the campaign, this is anomer:one for the good guys. No one - not 
even you in your most optimistic moments -- could have imagined the extent to which the 
old welfare system 'could be tom asunder. Whatever the alchemy of (1) the suong economy, 
(2) the new law, and (3) the business community~ you are responsible for each of metbree 

components of this extraordinaty,traD.sfonnation. . . 


This is a brief note to en~ourage you to use August 3 (and the days leading up to it) to make 
the case not just for the quiet revolution now in place, but the continuing responsibility to 
complete the job. Look back a little, but only for context. Use the three year anniversary of 
the legislation to challenge all of us anew: Congres.s to pass laws, Governors to spend their 
surpluses wisely and to keep pushing their administrators to move from eligibility clerks to 
job coaches, service providers to expand their capacity and improve their quality, and 
businesses to do even more, including investing in our cities and rural areas where our 
welfare recipients live and helping their new employees develop the skills they vmI need in 
the next: millennium. . . 

Your great ally in this woUld be the business community. For the most part, the private' . 
sectOr se~ the welfare rolls at over two million as an om;>Orr:uniw, nOt the foreboding threat . j
that many welfare policy analysts envision. They are prepared to invest in "the hardest to· .. ' /
place" ~ ~on.cept they hate because it suggests predet~ed fail:ue). ~ are ~en talking 
about hiring Job ready ex-offenders and all are committed to. mOVUlg thetr recent hires up 
the career ladder. They are ready to be motivated, They know it's going to be harder going 
forward, but I see.very little'pessurusm... .' ". . .' . 

In sholt, I think the stars are in place to use the third anniversary to look ~ead - perhaps a 
Saturdayr3dio address to challenge Congress on the now pending appropriation for the 
Department of Labor, perhaps a New York Times op-ed. piece on Tuesday moming of . 
. Chicago, cenainly a qllcago speech unveiling another reduction in the caseload coupled 
with a fresh challenge to the private sector, and then the Town Hall meeting. I'm sure th.at 
there are additional and better vehicles as well. 

, . . .' 
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Eli J. Seg.\l/ July 22, 1999 

PageTwoo£1'wo '-, 


• -'I 

• f - • ~ 

-There lS ob~ous ~ews value of a ~oll~ciut like this ~ it ~oUld_riiake it po~ble for uS to battle 
-the widely held public notion that welfare reform is yesterday's story, and the increasing 
chorus of academics who are trying once again to make the case that welfare,refoIm is a _ 
cruel hoax on the poor .. Bm' even more ~dam.entally it WOuldCOllt1nue to shift the ~bate 
from tinie limits ari~ related.minutiae-to the unfinished business of helping those who have 
been left behin& - , - - '-'. ' ­

The trip to Chicago for the day will be great; a campaign in behalf of those for ~m­
economic -independence was inconceivable just a fewyears ago would be even better. 

##HtltI# ' 
.' " \ 

P.S, _ I include the media advisory foryoll to see all who will be in attendance onAtigust 3,' 

.,' " 

-,' 



Declaration FOR Independence 

The Business Community's Report on the Progress of Welfare to Work 


, When Congress passed and President Clinton signed the new welfare'law in August 1996, 
they challenged the'American business community to take the lead to "end welfare as we 
know it. " Over the next three years, more than 12,000 businesses ofall sizes and industries 
joined The Welfare to Work Partnership by committing to hire and retain people offpublic 
assistance.. 

In order to track the progress and trends ofwelfare to work within the business community, 

Wirthlin Worldwide, a national polling firm, conducts regular surveys ofThe Partnership'S 

Business Partners. The survey has been conducted at the request ofthe governors on The 

Partnership'S National Advisory Council, chaired by Governor Tommy Thompson (R- W.o 

and Governor Tom Carper (D-DE). There are 26 governors on the Advisory Council, 

organized to advise, support and further the mission ofThe Partnership. . 


In just three years, the American business community produced the following results: 

.!. 	BUSINESSES ARE DOING MORE THAN JUST COMMITTING - THEY ARE 
HIRING. Through 1998 alone, The Welfare to Work Partnership's Business 
Partners have hired more than 410,000 welfare . 

.!. 	,WELFARE RECIPIENTS ARE LANDING FULL-TIME JOBS WITH FULL 

MEDICAL BENEFITS. Seventy-six percent of companies hiring former welfare 

recipients hire them for full-time positions and 71%ofthese companies offer health 

care benefits . 


.!. 	COMPANIES WILL CONTINUE TO HIRE AND RETAIN WELFARE 

RECIPIENTS. Sixty-seven percent of the Partnership's businesses still believe they 

are facing a labor shortage in either their company or industry. Almost eight of 

every ten employers (79%) expect to hire a former welfare recipient this year. 


• 	 WELFARE RECIPIENTS MAKE SUCCESSFUL EMPLOYEES. More than eight 
out of ten (82%) executives who have hired former welfare recipients found that 
their new hires are "good, productive employees." This number continues to 
improve. It is up 3% from Wirthlin's second survey in August 1998 and 6% from 
the first survey in February 1998. ' 

.!. 	COMPANIES FIND HIGHER RETENTION RATES WITH WELFARE TO 

WORK EMPLOYEES. Sixty-five percent of business leaders report that welfare to 




work hires have the same or l:tigher retention rates than standard-hire employees. The ' 
percentage has increased from 48% in February 1998 and from 53% it;l August 1998. 

• 	 SMALL BUSINESSES FIND WELFARE TO WORK IS SMART SOLUTION. 
Eighty percent of Small-business owners (those with 250 or fewer employees) 
report that the employees hired from the welfare rolls have turned out to be 
"good, productive workers," and that level of satisfaction has been rising. In fact, 
67% of these sma.11 business members also report that their welfare to work hires 
stay on the job as long as - or longer than - other entry-level workers. 

• 	 WELFARE RECIPIENTS ARE RECEIVING TRAINING, PROMOTIONS. 
, Eight out of ten (77%) companies hiring former welfare recipients hire them for 

~(promotional track" positions. In fact, 91% of companies hiring former welfare 

recipients offer them opportunities for training that could lead to a promotion and 

60 percent of businesses report some promotion of welfare hires -- the same rate as 

standard hires among member companies. 


• 	 WELFARE RECIPIENTS ARE GAINING SALARY JOBS AND EARNING 
ABOVE MINIMUM W AGE. Twenty-seven percent of Partnership businesses are 
hiring welfare recipients into salaried positions (up from 19% in August 98).' The 
average starting annual salary is nearly $17,000. The average starting wage is $7.20 
per hour - 40% higher than the national minimum wage of $5.15. 

• 	 PARTNERSHIPS WITH COMMUNITY GROUPS ARE KEY TO SUCCESS. 
Those companies that have successfully hired welfare recipients 'are much more 
likely to have formed partnerships with community-based organizations. The . 

, Wirthlin Survey showed that 48% of companies are turning to non-profit, 

community-based organizations to find candidates to hire. That number is up from 

25% in 1998. Community groups often provide key services ~ike training, 

mentoring and counseling) that are too difficult or costly for businesses to offer on 

their own. 


• 	 WELFARE TO WORK PROGRAMS ARE GOOD FOR THE BOTTOM LINE. 
Companies say welfare to work programs cost no ex~ra money and in some cases 
save money. Sixty-five' percent of businesses say they run successful welfare to work I' 
programs without increasing their costs while 16% companies have actually saved 
money by creating a welfare to work program, with savings averaging $5,803 per 
company. 
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. THE EFFECTS OF WELFARE POLIC,\; AND THE ECONOMIC EXPANSION ON WELFARE 

CASELOADS: AN UPDATE 

August 3, 1999 

A Report by the Council of Economic Advisers 

This. study could not have been completed without the generous assistance of the Department of 
Health and Human Services in providing data and program information. 
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EXECUTIVE SUMMARY: 


THE EFFECTS OF WELFARE POLICY AND THE 


ECONOMIC EXPANSION ON WELFARE CASELOADS: AN UPDATE 


This study investigates the causes behind recent changes in welfare caseloads, updating a 1997 CEA study 
of caseload change. ." . . . 

• The fall in welfare caseloads has been unprecedented, wide-spread, an"d continuoiis, and 
employment has increased. 14.1 million people received welfare in January 1993, and this number 
had fallen to 7.6 million by December 1998. In 23 states the case load is less than half of what it was 
when President Clinton took office, and aU states have experienced double-digit percentage declines. 
For22 states, the percent drop during 1998 was larger than during 1997 (from January to December). 
Previous analyses by the Department of Health and Human Services show that the percentage of 

. welfare recipients working tripled between 1992 and 1997, and an estimated 1.5 million adults who 

were on welfare in 1997 were working in 1998. 


• The 1996 legislation has been a keycontributor to the recent declines. I;>RWORA produced a 
dramatic change in welfare policy: work and self-sufficiency became a primary goal; state and local 
governments were given much greater control of their programs; and states experimented with a host 
of program designs. The evidence suggests that these changes caused a large drop in welfare 
participation, a drop that is independent of the effects of the strong labor market. The estimates 
imply that TANF is the single largest factor that can be identified, accounting for roughly one-third 
of the reduction in caseloads.from 1996-1998. In the earlier years, 1993-1996, most of the decline 
was due to the strong labor market, while welfare waivers played a smaller yet important role. " 

• The strong labor market has made work oppo~tunities relatively more attractive, drawing people off 
welfare and into jobs. The unemployment rate has not declined as much in the post-TANF period as it did 
in the 1993-96 waiver period. As a result, the share ofthe decline in the caseload that is attributable to 
improvements in the labor market was much higher in the 1993-96 period (roughly 26 to 36 percent) than 
in the 1996-98 period (8 to 10 percent). 

• Past increases in the minimum wage have made work more attractive and, as a result, caused welfare 
participation to decline. The estimates imply that a $0.50 i.ncrease in the minimum wage has been 
associated with a decline in welfare participation of 4-6 percent. 

• The specific program design adopted by a state can affect its caseload declines. 	The study examines the 
effects of a number of specific policies, including farrlily caps, earnings disregards, time limits, work 
exemptions, and work sanctions on the size of the caseload. 

The large sustained declines in caseloa"cts provide one piece of evidence about the effecti veness of welfare 
reform efforts. However, there are multiple indicators of the impact of welfare reform, including changes in 
work and earnings among welfare leavers, in marriage rates and out-of-wedlock pregnancies, and in 
poverty rates. The Clinton Administration is collecting and tracking information on all of thesemeasu,res in 
order to fully assess the impact of welfare reform. 

1 



THE EFFECTS OF WELFARE POLICY AND THE 

ECONOMIC EXPANSION ON WELFARE CASELOADS: AN UPDATE 

OBJECTIVE OF STUDY & SQMMARY OF FINDINGS 

During the first six years of the Clint~n Administration, the number of people receiving welfare· 
declined by 6.5 million. Not since 1968 has such a small share of families received welfare. Not only 
have the declines qeen larg~, they have also been widespread and continuous (Table 1). Between 1993 
and 1998, all 50 states and the District of Columbia experienced double-digit percent reductiqns in' 
welfare participation, and in most states the declines were unprecedented. Although a substantial share 
of the reduction occurred between 1994 and 1996, in many state's the largest declines have occurred' 
more recently. In fact,in 22 states the percentage decline during 1998 (from January to December) 
was greater than it was in 1997. 

This study updates' and extends a 1997 Council of Economic Advisers (CEA) study examining the 

relative importance of a variety of economic and policy changes on caseload declines.! The earlier 

study examined changes in welfare participation'between 1993 and 1996; the current study updates 


, that report by including data through 1998. It also analyzes the effects of additional factors, such as 

changes in the minimum wage as well as the welfare reforms enacted in 1996. 

This report uses data from 1976 to 1998 and finds that from 1996-98 policy factors were extremely 
important, which is not surprising given the scope of the 1996 reform. The 33 percent decline in the 
recipiency rate between 1996 and 1998 was due in large part to the changes in state welfare programs 
implemented under the Temporary Assistance for Needy Family (TANF) block grant. Specifically, 
roughly one-third of the caseload decline between 1996 and 1998 was due to program reforms 
implemented under T ANF, 8-10 percent was due to the improved labor market, about 10 percent was 
due to the higher minimum wage, and 1-5 percent was due to lower cash welfare benefits. 

During 1993-96, roughly 26-36 percent of the caseload decline was due to the improved labor market. 
The relatively large effect of labor market conditions on the ,caseload over this period reflects the fact 
that the decline in unemployment between 1996-98 was much smaller than the decline experienced 
between 1993-96. Another 12-15 percent of the decline in welfare participation was due to welfare 
waivers, which were issued to states to allow them to experiment with alternative program designs. 
The caseload fell 6-22 percent because of lower inflation-adjusted welfare benefits. The real value of 
the minimum wage fell between 1993 and 1996 (the increase in the minimum wage in 1996 occurred 
in October, so it was not effective most of the year), which by itself would have caused the caseload to 
increase by about 10 percent. The remaining change was due to other factors. 

I Council of Economic Advisers (1997), "Explai~ing the Decline in 'Welfare Receipt,' 1993-1996: Technical Report," Executive 
Office of the President of the United States. ' 
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" 
Table 1. Cbanges in the Number of Recipients in Each State 

Number of recipients Percentage Change From 

State 1993 1998 ~3 to ~6 ~6 to ~8 ~3 to ~8 

Alabama 138.465 54.635 -26 -46 -61 

Alaska 37.078 29.582 -1 -19 ·20 

Arizona 199.153 102,511 -16 -39 . -49 

Arkansas 71.989 32.633 -21 -43 -55 

California 2.511.293 1.998.618 ·3 ' -23. -20 

Colorado 122.890 '50,746 ~22 -47 -59 

Connecticut 162,481 117,777 -2 '--26 -28 

Delaware 27.736 15.820 -16 -,32 '·43 

DC 69.549 54.856, 0 -21 -21 

Florida , 691.053 261.581 -22 -52 -62 

Georgia 398.077 .185~052 -15 ·45 -54 

Hawaii 57:336 46.724 16 -30 -19 

Idaho 21,877 3.867 I ·83 -82 

lIIinois 694.050 ' 476.576 -7 -26 -31 

bldiana 215,367 111,176 ·35 ··21 -48 

Iowa 102;438 65.665 ·16 ·24 -36 

Kansas 88.363 34,536 -26 ,'. ,47 ·61 

Kentucky 220.766 119.360 ·22 731 :46-.' 
Louisiana 259,762 124.800 -12 -46 -52 

Maine 66,914 39,423 ·18 -28 -41 

Maryland '219~998 116,456 -11 -40 -47 

Massachusetts 321,219 167,043 ·28 ·27 -48 

Michigan 689,139 332,240 ·26 ·35 -52 

Minnesota 192.173 143.685 ·12 -15 -25 

Mississippi , 168,924 52,523. -26 -58 -69 

Missouri 262.382 147.105 ·14 ·35 ·44 

Montana .34,875 i9,540 ·13 ·35 ·44 

Nebraska 47,840 36;665 ·20 ·4 -23 

Nevada 36.009 25,472 ·2 : ·28 -29 

New Hampshire 29.797 15.409 -22 "34 -48 

New Jersey 345.370 196.947 -19 -30 ·43 ' 

New Mexico' 97.246 74.170 2, ·25 -24 

New York 1.215.526 : 886.746 ·5 -23 -27 

North Carolina 335.620, 169.144 -20 ·37 -50 

North Dakota 18.215 8.541 -28 -35 -53 

Ohio 712.277 _ 340.179 -24 ' -37 -52 

Oklahoma ~35.762 . 61.191 -27 -38 ~55 

Oregon ' 117.852 46.001 -31 -43 -61 

Pennsylvania .610.531 360.009 -14 -n ' -41 

Rhode Island 62,187 54.150 ·8 ·6 -13 

South Carolina 146,280 60.110 . -22 -48 ·59 

South Dakota 19.913 9.653 -21 -39 ' -52 

Tennessee 310.486 149.089 -20 -40 -52 

Texas 784.816 370.857 -16 -44 ·53 

Utah 52,144 28.258 -25 -28 -46 

Vermont 28,301 .19.643 -12 -21 -31 

Virginia 194,765 99.053 -20 -36 -49 

Washington 289.965 202.573 -6 -25 ' -3Q 

West Virginia 118,113 38.638 -25 -56 -67 

Wisconsin 235,247 40.167 -33 -75 -83 

Wyoming 17,859 2,471 -32 -80 -86 

Total 14,007.468 8.199.666 -13 -33 -41 

.' 

Data are the average monthly caseloads for the calendar year. 



......... _--, 
,­ - ­

WELFARE PARTICIPATION ANn THELABOR MARKET 

Caseloads nonnally fluctuate with the business cycle, rising in periods of high unemployment and 
declining when. unemployment falls. Chart 1 illustrates this relationship between labor market. 
opportunities and welfare participation over the past three decades. When unemployment increased in 
the,early 1970s, so didweIfare.participatiOn. The increase in welfare participation in the late 1980sand 
early 1990s, as well as the decline that began in 1994, also corr~spond with changes in employment 
opportunities during these periods. However, the trend in welfare participation does not always match 
that in unemployment, most notably when other important changes are taking place, including changes 
in farnilystructure and welfare policies. ..' 

. , 

Chart 1. 'Welfare Participation and Une!llployment Rates 

10 ~~-------7--~------~--------~ 

1970 1974 1978 1982 '.1986 1990 1994 1998 

Economic conditions vary across states as well as over time. Chart 2 displays a scatterplot of the 
unemployment rate versus the welfare participation rate for each state and the District of ColumbIa in 
1994 when participation was near its peak. This relationship is quite strong, with a simple correlation 
of 0.65. While this correlation suggests a strong role for economic factors, it is likely to overstate their 
true role. Characteristics ofstates that influence their unemployment rates may also influence welfare 
participation., These characteristics include the age distribution, educational level, metropolitan/rural 
population shares, and racial and ethnic composition. While these factors may change ov~r time, such 
change occurs more slowly than changes in policy or economic conditions. 

, . 

One way to eliminate the effects of these "fixed" factors is to examine changes over time wit~in states, 
which is the approach employed in this study. Chart 3 displays the simple relationship between the 
change ~n the unemployment rate and the change in the welfare partiCipation rate in each· state between 
1994 and 1998. It demonstrates that once unchanging state characteristics are removed, the. 
relationship between the unemployment rate and caseloads is not nearly as strong as the simple cross- .•. 
sectional one, with a cOf(elation of 0.17. . . 
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Chart 2. Welfare Participation Rate Versus 

Unemployment Rate for Each State, 1994 
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Chart 3. Change in Welfare Participation Rate Versus 
Change in Unemployment Rate for Each State, 1994-98 
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The changes over time for the nation as a whole' also suggest that factors other than the economy have 
a substantial effect on 'welfare participation (Chart 1). For example, increases'in welfare participation 
during the recession of the early 1980s were truncated by eligibility restrictions that were part of 
President Reagan's welfare reform efforts in 1982. As a result, over the entire, 1980s the simple 
correlation between unemployment and welfare participation was much lower (0.23) than it was in the 
1970s (0.41) or the 1990s (0.78). 

FEDERAL AND STATE POLICIES 

A number of key policy changes have been implemented in recent years and might be expected to'have 
had an impact on welfare participati6n andcaseloads. ' 

Welfare Waivers 
Since 1962 the Secretary of Health and Human Services has had the authority to waive federal 
program requirements in the Aid to Families with Dependent Children} (AFDC) program if a state 
proposed experimental or pilot programs that furthered the goals of AFDC. Although there were a few 
waivers granted in the early 1980s, it was not until the early to mid-1990s that major, state-wide 
waivers became widespread, Between 1993 and 1996, the Clinton Administration issued welfare 
waivers to 43 states, more than any previous Administration. Table 2 lists the date that each state 
implemented a major state waiver. 

These waivers varied substantially across states, and in many cases they differed greatly from the rules 
under AFDC. Some waivers increased the amO\.~nt of earnings recipients were allowed to keep and 'still 
be eligible for welfare. Other waivers expanded work requirements to a larger number of recipients, 
established limits on the length of time recipients could remain on aid" permitted states to sanction 
participants who failed to meet work requirements, or allowed states to eliminate benefit increases to 
families who conceived and gave birth to children while on welfare (the so-called "family cap"). Given 
the widespread use of waivers and the degree to which these policies differed from traditional AFDC 
policy, there is substantial reason to believe that waivers contributed to changes in welfare caseloads. 

, 

Like the 1997 CEA study, this report focuses on six "major" types of waivers that received approval to be 
implemented state-wide2

: termination time limits, work requirement time limits, family caps, JOBS 
exemptions, JOBS sanctions, and the earnings disregard. Each of these poiicies was discussed in detail in 
implementation were ini.tially implemented state-wide, some were implemented in selected areas of the 
state, while still others began in small regions of the state but were eventually phased in state-wide. 

In a few instances waivers were examined whi'ch were not approved to be implemented state-wide but affected a large 
share of the state's caseload. 
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the appendix to the 1997 CEA Technical Report.3 Some of the waivers that were approved for state-wide 
Information on the pace of implementation is not available for all states. Therefore, the date that is used to 
signal implementation is the date that the waiver began to be implemented.4 

The statistical analysis in this report, as in the earlier CEA report, compares states that did and did not have 
welfare waivers, determining whether those states that implemented waivers experienced larger caseload 
declines than those that did not. It improves on the earlier report by using the actual date the waivers were 
implemented in the states rather than the dates they were approved by HHS. In making these comparisons, 
the current analysis ~lso ~djustsfor other differences across these states that may account for the differential 
decline, including economic conditions, cash benefit levels, and the minimum wage. 

PRWORA 
Enacted in Augu'st of 1996, the.Personal Responsibility and Work Opportunity Reconciliation Act 

. (PRWOR,A) is designed to emphasize self-sufficiency and employment in place of welfare dependency 
and gives states greater flexibility to design and implement programs to achieve these goals. Benefits 
are time-limited; adults usually cannot receive Federal aid for more than 5 years during their lifetime, 
and sQme States have chosen to set shorter time limits. Most recipients must also participate in a work 
acti.vity within two years to continue receiving aid. 

PRWORA abolished the AFDCprogram and established the Temporary Assistance for Needy 

Families (TANF) block grant to help states fund their welfare programs. Under the TANF block,grant, 

Federal assistance consists of an annual fixed transfer to each state equal to the amount of federal 

transfers the state received in fiscal year 1994, 1995, orthe average of 1992-4, whichever was higher. 

In addition, most of the authority to design welfare programs was passed along to the States, who are 

required to have half of all recipients working by 2002 (40 percent by 2000). As a result, there are now 

substantial differences in how welfare programs operate across the nation. Some states increase 

benefits to welfare families who have additional children,'while others do not. Some states stop 

payment of benefits to tne entire family at the first instance of their failure to meet work activity 

requirements, while-other states never sanction more than the adult.. Most states allow welfare 

recipients to keep a substantial portion of their labor market earnings without reducing their welfare 

payments, while others do not. We investigate both the overall effect ofTANF-funded programs on 

caseloads, as well as the impact of specific policy choices made by the states as part of their waiver or 

TANF-funded plan. 


The effects of the ne:-v state programs implemented under the T ANF block grant are estimated by 
examining changes in each state's caseload before and after it implemented TANF, again, after . , 

adjusting for other factors such as the unemployment rate and the minimum wage. States were. 
required to submit their TANF plans to the Department of Health and Human Services for approval no 
later than July 1,.1997. Some states moved quickly after PRWORA was passed to enact TANF-funded 
programs, building on their welfare reform waivers, while other states operated for a period of time 

j It was deter'mined that the waiver in West Virgihia, which was considered'a "major" waiver in the 1997 CEA study. did 

not in fact meet this requirement (Martini and Wiseman, 1997), which is reflected in Table AI. 


4 Somew'hat larger effects are estimated when the date of approval. which was utilized in the 1997 CEA study, is used 

instead of the date of implementation, as described in appendix A 
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under the older AFDCprogram rules. S The date that each state implemented its T ANF program is 
listed in Table 2. . 

Minimum Wage . 
A higher minimum wage can make work more attractive, giving welfare recipients a greater incentive 
to enter the workforce and leave public assistance. On the negative side, if a higher minimum wage 
reduces employment of low-skilled workers, some people may lose their jobs and enter welfare. At the 
same time, an increase in the minimum wage may lead employers to substitute awayfrom teenagers (a 
relatively large share of whom work for the minimum wage) and towards older welfare workers (who 
are perhaps not as likely to work at the minimum wage, but more likely to be working just above the 
minimum than teenagers). The latest empirical evidence is mixed, but most studies find either modest 
or no disemployment effects associated with past increases in the minimum wage. 

The minimum wage also varies among states, with 15 states having minimums above the federal floor 
at some point during the period analyzed in the study (1976-1998). Therefore, the study compares the 
relationship between welfare participation and minimum wages over time and across states. . .. . 

AFDCffANF Benefit Levels 
States have long set their own level of maximum monthly benefit payments, with variation byfa~ly 

. size and composition. All else equal, higher benefit levels are expected to increase the number of 
participants. OVyr the period of this study, the inflation-adjusted level of welfare benefits fell in 
almost all states. In some cases the state explicitly lowered (or raised) benefits, but In most states 
benefit levels were fixed and eroded over time with inflation. 

DATA'A~ METHODOLOGY 

Using annual calendar year data from 1976 to 1998 on all states and the District of Columbia, the 
analysis is based on 1,173 observations. A set of rn'odels are estimated, which correlate movements in 
welfare participation with movements in state unemployment rates, state AFDC benefit levels, 
state/federal minimum wage levels, the implementation of state waivers, and the implementation of 
state T ANF-funded welfare programs.6 

The estimated models also control for the characteristics of states that are largely unchanged over the 

entire (1976-98) time period, and for changes in each year that are common to all states. In technical 

jargon this is known as controlling for state and year fixed effects; this technique is used in most 

existing studies of annual caseload changes. The estimates are based on a technique known as 


, 

5 In most cases, the waiver concept becomes meaningless once T ANF was implemented because states were given broad 
control over their welfare policies. In particular, states could operate the broad categories of policies under T ANF, whether 
or not they were continuing a waiver. However, if astate continued a time li~it waiver, then participants' time clocks in . 
that state would have been running prior to T ANF implementation. As a result, these participants would reach their time 
limits more quickly than if their clock would have been reset on the date of T ANF implementation .. 

6Most of the data used in the analysis come from well-known sources, with a few ex~eptions. The information Oll 

implementation dates as well as program waivers .and TANF were obtained from the Department of Health and Human 
Services and the Urban Institute (Gallagher et aI., 1998); 

.. , 
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weighted least squares, which uses the data' across states and over, time, and weights the data in each 
state by its overall population. A Technical Report, is available which provides more details on the 
data and the estimation procedures for interested readers. As always in such studies, we estimate a 
variety of slightly different modeis to test the robustness of our results to the exact set of variables 
included. ' 

The results of this' methodology are to estimate the effect of changes in the economy or in policies over 
time within a state on th~ caseload in th'at state. Hence, the results are the direct restilt of asking "If 
variable X changes over time within a state,' what wiUbe the effect on caseloads in that state?" Tfiis is 
clearly the que'sHon in which we are most interested. It allows us to measure the effects of (say) 
waiver implementation ,or unemployment changes on caseload chang~s over time. 

This approach is very similar to the approach used in the 1997 study. One difference is that the earlier 
study emphasized models that incofponited a "lead" effect of waiver policies. That is, waivers were' 
allowed to affect caseloads one year prior to the date they were approved. While the current study also 
reports models that incorporate leads, the preferred models do not contain leads, since the leads may 
capture more than the causal effects of these policies. (For example, perhaps states with recently 
declining caseloads had slack resources' and manpower to design and submit awaiver.) This 
difference explains why waivers were found to account for 31 percent of the change between 1993 and 
1996 in the 1997 study, but only 12-15 percent of the c~ange in the current study. 

REsuiTS 

These results report the estimated effects on cas~loads of each of the variables discussed above over 
the 1976-98 period, holding constant the effects of changes in all other variables. Based on these 
estimated relationships, chart 4 shows the contribution of various fac~ors in the recent 1996-98 period, 

• 'i~ 

The 1996 welfare reform legislation has been a key contributor to caseload declines since it was 
enacted. The average state experienced an 18 percent decline in welfare participation following the 
implementation of their T ANF-funded state welfare plan, holding all other policy and economic 
variables constant. These new state programs fun~ed by the T ANF block grant account for roughly 
one-third of the 33 percent decline,in the recipiency rate that has occurred since 1996 (Chart 4). 

As reported in the earlier CEAstudy, welfare waivers that were implemented prior to PRWORA 
explain a substantial share ofthe caseload decline from 1993 to 1996. States that implemented major 
wai vers experienced an 8-9 percent greater decline in welfare participation than state~ that did not, 
holding all other policy and economic variables constant. This accounts for 12:..15 percent of the 
overall decline between 1993-96. ' 

The strong labor market has made work opportunitiesre{atively more attractive, drawi~g people off 
welfare and into jobs. The unemploymerit rate has not declined as much in the post-TANF period 
(1996-98) as it did in the 1993-96 waiver period. Asa result, the share of the decline in the caseload 

.that is attributable to improvements in the labor market was much higher in the 1993-96 period (26 to 
36 percent) than in the 1996-98 period (8 to10 percent). This study.reaffinns the importan~e of 
maintaining a healthy macroeconomy with low unemployment rates in order to help families move off 
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and remain off of welfare. Any future I-percentage-point increase in 'unemployment is likely to 
produce a 5 to 7 percent increasein welfare caseloads. 

The study also finds that increases in the minimum wage have made work more attractive and, as a 
result, caused welfare participation to decline. The estimates suggest that a $0.50 increase in the 
minimum wage has been associated with a decline in welfare participation of 4 to 6 percent. Hence, 
the recent ~nimum wage 'increases have helped reduce welfare rolls (Chart 4). 

As many other studies hav,e confirmed, higher welfare benefit levels result in higher caseloads. As' 
noted above, this need not reflect any behavioral differences in higher-beneflt'states, but may only be 
due to the fact that higher benefits typically.imply that a larger share of the population is eligible to ' 
receive public assistance. 

Chart 4. Percentage of Change in Participation from 
. 1996-98 Attributable to Each Factor ' 

.-~,/'- >\ 

I ],( 

. 

\ ! 
.,,1 

Economy: 
8-1 0 percent 

.~-
Minimum wage: 
1,0-16 percef.lt 

Other factors: 
35-45 percent 

The specific program design adopted by a state can affect its caseload declines. The study examines 
the effects of a riumbet: ofspecific policies, including time Ii~its, earnings disregards, work sanctions, 
family caps, and work exemptions on the size of the caseload. We estimate the effects of these 
policies regardle'ss of whether they were implemented as part of a state's waiver plan ora TANF­
funded plan. Our results on the effect~ Cif specific policies should be interpreted with caution, since 
only a limited number()f ~tates have implemented many of these policies for only a relatively short 
period of time. The primary results with regard to these policies are: 

• 	 Time limits have the expected negative effect, but this is not precisely estimated (very few 
participants have actually hit time limits in any state.) 

• 	 Higher eami!)gs disregards raise participation modestly. 

., .." 
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• 	 Strong work sanctions are associated with declines in welfare participation. 

• 	 Contrary to expectations, family caps are associated with an increase in caseloads. 

• 	 Work exemption policies based on the age of the youngest child do not playa substantial 
role in determining caseloads. 

CONCLUSIONS 

The large sustained declines in caseloads provide one piece of evidence about the effectiveness o( 
welfare reform efforts. This study suggests that caseload declines have occurred in part because of a 
strong economy with low unemployment rates. However, policy changesby state and Federal 
governments have been even more important in explaining the post-1996 decline than the strong labor 
market. The new state programs implemented following the enactment of PR WORA, most of them 
focused on' increasing work effort among welfare participants, have been the most important . 
identifiable factor explaining the decline from 1996-1998. Increases in the minimum wage, at the 
Federal level and among some states, have also reduced caseloads. . . 

However, there are multiple indicators of the impact of welfare reform, including changes in work and 

earnings among welfare leavers, in marriage rates and out-of-wedlock pregnancies, and in poverty 

rates. The Clinton Administration is collecting and tracking information on all of these measures in 
order to fully assess the impact of welfare reform. 
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