Caseloads fell 2.2 million in first year of welfare law, 4.1 million since President Clinton began to reform welfare

[\')Velfare Case_lbads: Below 10 Million for the Fifét Time Since 1971
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From August 1996 to August 1997, welfare caseloads fell from 12.2 to just under 10 mifion.|
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Total AFDC/TANF families and recipients -

_Families

Recipients
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Ia._uﬁi Jan.%94 lan.93 -1an.9¢

4.963

14.115

5.053

 (millions)

4.936

4.628

1,351,000 fewer fomilies

14276

13.918

12.877

4,120,000 fewer recipients

Total AFDC/TANY recipients by State

stale

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
D.C.
Florida
Georgia
Hawai1
1daho
Iitinots
Indiana
Towa
Kansas
Kentucky
Louisiana
Maine
Maryland -
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York

141,746
34,851
194,115
73,982
2,415,121

123,308

160,102

27,652

. 65,860
701,842
402,228

54,511

21,116

685,508
209,882
100,943
87,525
227,879
263,338
67,836
221,338
332,044
686,356
191,526
174,093
259,039
34 848
48,055
34,943

28.972

349,902
94,836
1,179,522

135,096
37,505
202,330
70,563
2,621,383
118,081
164,265
29,286
72,330
689,135
396,736
60,975
23,342
709,969
218,061
110,639
87,433
208,710
252,860
65,006

219,863

311,732
672,760
189,615

161,724

262,073
35,415
46,034
37,908
30,386

334,780

101,676

1,241 639

121,837
37,264
195,082
65,325
2,692,202
110,742
170,719
26,314
72,330
657,313
388,913
65,207
24,050
710,032
197,225
103,108
81,504
193,722
' 258,180
60,973
227,887
286,175
612,224
167,949
146,319
259,595
34,313
42,038
41,846
28,671
321,151
105,114

1,266,350

108,269

35,432 .

171,617
59223
2,648,772
99,739
161,736
23,153
70,082

- 575,553
367,656
66,650
23,547
663,212
147,083
91,727
70,758
176,601
239,247
56,319
207,800
242 572
535,704
171,916
133,029
238052
32,557
38,653
40,491
24,519
293 833
102,648
1,200,847

— e s

Aug97
3.612

9.995

Augy7

70,851
33,082

136,706

47,480
2,268,558
59,634
151,542
20,560
63,627
394,343
241,478

74,480 -

6,846
555,668
107,436
75,106

47,860
148,609

126,273

45,138
149,028
195,473
419,777
152,765

86,910

179,955

24,573 -

37,985

28,854

16,952
252,200
- 61,435
989,200

27%

-29%

percent{93-97)

-50%
3%
-30%
-36%
6%

52%.. ..

S5%
26%
5%
44 %
-40%
+37%
-68%
-19%
-49%
-26%
-45%
35%
51%
-33%

33% ..

41 %
-39%
-20%
-50%
-31%
-29%
21%
- -17%
-41%
-28%
-35%
-16%
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North Carolina 331,633 334,451 317,836 282,086 222 883 -33%
North Dakota 18,774 16,785 14,920 13,652 10,404 45%
Ohio 720476 691,099 629,719 552,304 433,792 S 40%
Oklahoma 146,454 133,152 . 127,336 110,498 73,837 . 50%
Oregon 117,656 116,390 107,610 92,182 - 54,083 54%
Pennsylvania 604,701 615,581 611215 553,148 417,881 31%
Rhode Isiand 61,116 62,737 62,407 . 60,654 54,628 . -11%
South Carolina 151,026 143,883 133,567 121,703~ 78,316 48%
South Dakota 20,254 19,413 17,652 16,821 12,233 40%
Tennessee - 320,709 302,608 281,982 265,320 157,924 S1%
Texas ~ 785,271 796,348 - 765,460 714,523 - 468,611 - -40%
Utah 53,172 50,657 47,472 41,145 30,990 3 42%
Vermont . 28961 . 28095 27716 25,865 22,048 .. 4%
Virginia 194,212 194,959 189,493 166,012 117,360 40%
Washington 286,258 292,608 © 290,940 - 276,018 237,198 - -17% -
West Virginia .~ 119,916 115,376, 107,668 98,439 75,313 37%
Wisconsin 241,098 230,621 214,404 184,209 97,383 -60%
Wyoming 18,271 16,740 15,434 13,531 4,279 -71%
Guam 5,087 6,651 7,630 8,364 7.477 +47%
Puerio Rico © 191,261 . 184,626 171,932 149,944 139,971 27%

Virgin Islands 3,763 3,767 4345 4,953 4,323 . +15%

Nore: as of July 1, 1997, all sumes changed their reporting system from AFDC to TANF

Source:

U.S. Dept. of Health & Human Services
Administration for Children and Families
January 1998
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Total TANF families and recipients

Ang.9% Aug.97 percent
{millions)
© Famtlies 4.389 - 3.612 -18%
777,000 fewer families
Recipients 12.202 9.995 -18%
: 2,207,000 fewer recipients ' '

Total TANF recipients by State
slate Aug 96 Aug 97 percent
Alabama 100,510 70,851 -30%
Alaskz 35,540 33,082 -T%
Arizona 169,440 136,706 -19%
Arkansas - 56,230 47 480 - -16%
California 2.578,450 2,269,558 - -12%

- Colorado 95,790 59,634 -38%
Connecticut 159,060 151,542 5%
Delaware 23,650 20,560 -13%
D.C. 69,290 63,627 -8%
Florida 533,800 394,343 26%
Georgia . 329,160 241,478 27% .
Hawaii 66,480 74,480 +12%
Idaho 21,800 6.846 9%
Ilinois 640,870 555,668 -13%
Indiana 141,850 107,436 - 24%
Towa 85,940 75,106 -13%
Kansas 63,780 - 47,860 -25%
Kentucky 176.890 148,609 -13%
Louisiana 228,120 129,273 ' -43%
Maine 53,790 45,138 -16%
Maryland . 194,130 146,028 23%
Massachusetts 219,580 195 473 - -11%
Michigan 501,440 419,777 -16% |
Minnesota 169,740 152,765 -10%
Mississippi 122,750 86,910 -29%
Missouri 222,820 179,955 -19%
Montana 28,240 24,573 -13%
Nebraska 38,510 37,985 -1%
Nevada 33,920 28,854 -15%
New Hampshire 22,940 16,952 -26%
New Jersey 275,700 252,200 9%
New Mexico 99,660 61,435 -38%
New York 1.143.960 989,200 -14%


http:J.~:...lL

:{Hm-—lb—-‘aa 1= d2 FRRUM MLUESWEDy Gilo WA 5 A e

b e e e = e a

"
.

-2
North Carolina 266,470 : 222,883 -16%
North Dakota 13,130 10,404 21 %
Ohio . 549,310 433,792 21%
QOklahoma 96,010 . 73,837 : 23%
Oregon ' 78,420 54,083 ‘ -31%
Pennsylvania 530,520 ' " 417,881 . 21%
Rhode Island 56,460 . 54,628 -3%
South Carolina 113,430 , 78,316 31%
South Dakota - 15,840 : 12,233 ‘ -23%
Tennessee 238,890 : 157,924 -34%
Texas 647,790 . 468,611 : 28%
Urah 39,060 30,990 21%
Vermont 24,270 | 22,048 ‘ 9%
Virginia 152,680 _ ' 117,360 23%
Washingion 268,930 _ 237,198 . -12%
West Virginia 89,039 75,313 : -15%
Wisconsin 148,390 . ; o 97,383 -35%
Wyoming 11,400 4,279 o 62 %
Guam 8,314 o 7477 _ - «10% .
Puerto Rico 151,023 . 139,971 7%
Virgin Islands 4,898 4,323 -12%

Note: as of July 1, 1997, ali states changed their reporting system from AFDC ro TANF

Source: . :
U.S. Dept. of Health & Hurman Services
Administraton for Children and Farnilies
Tanuary 1998 :
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Ifare Casel
Baseline :Recipients Percentage | Decline - Decline
Recipients | {in month Drop since since
| (Jan. 93) . noted) Jan. 93 Aug. 96
May 96 (data we | |
 had when law
was signed) - 14115 12.499 11% 1.616
Aug. 96* {when
law was signed) | = 14.115 12.202 14% 1.913
Jan. 97 14.115 11.360 20% 2.755
| Feb. 97 14.115 11.262 20% '2.853
Mar. 97 14.115 11156 21% 2.959
Apr, 97 14115 10.969 22% 3.146 1.233
May 97 14.115 10.748 24% 3.367 1.454
June 97 14115 10.494 26% 3.621 1.708
July 97+ 14,115 10.258 27% 3,857 1.944

*Note that when the welfare law was signed in August 1996, only had caseload data through the month of May 1996

was available, Thus, the public statements made at that time were based on that May 1996 data.

** Data released 11/17/97.

Welfare g;aseldadg as Percent of Population

Year Welfare Caseload | Population - | Percent
(millions) (millions)

1969 6.706 1202.677 3.3%

1970 8.466 - 205.052 4.1%
1971-1992 bet. 8-13 bet. 207-255 | bet. 4.1-5.3%
1993 14. 142 258.137 5.5%

1994 14.225 260.660 15.5%

1995 13.652 263.034 5.2%

1996 12,648 265.284 4.7%

July 1997* 10.258 266.789 3.8%

* Data released 11/17/97,
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Total AFDC/TANF families and recipients

Families

‘Recipients

Jan.23

4963

14.115

Total AFDC/TANF recipients by State

state

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
D.C.
Florida
Georgia.
Hawaii
Idaho
Tllinois
Indiana
Iowa

Kansas
Kentucky
Louisiana

. Maine
Maryland
Massachusetts
Michigan
Minnesota .
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York

Jan 93

141,746
34,951
194,119
73,982
2,415,121
123,308
160,102
27,652

65,860

701,842
402,228
54,511
21,116
685,508
209,832
100,943
87,525
227,879
263,338
67,836
221,338
332,044
686,356
191,526
174,093
259,039
34,848
48,055
34,943
28,972
349,902
94,836
1,179,522

GE IN

S

RE CASE

Jan.94 Jan. 95 Jan. %6
~ (millions) '
5.053 4.936 4.628
1,221,000 fewer families

14.276 13.918 12.877
3,857,000 fewer recipients
Jan 94 Jan.95 Jan.%6
135,096 121,837 108,269
37,505 37,264 35,432
202,350 195,082 - 171,617
. 70,563, 65,325 59,223
2,621,383 2,692,202 2,648,772
118,081 110,742 99,739
164,265 170,719 161,736
25,286 - 26,314 23,153

. 72,330 72,330 70,082
689,135 657,313 575,553
396,736 388,913 367,656
60,975 65,207 66,690
23,342 24,050 23,547
709,969 710,032 663,212
218,061 197,225 147,083
110,639 103,108 91,727
87,433 81,504 70,758
208,710 193,722 176,601
252,860 258,180 239,247
65,006 60,973 56,319
219 863 227,887 207,800
311,732 286,175 242,572
672,760 612,224 535,704
189,615 167,949 171,916
161,724 146,319 133,029
262 073 259,595 238,052
35,415 34,313 32,557
46,034 42,038 38,653
37,908 41,846 40,491
30,386 28,671 24,519
334,730 321,151 293,833
101,676 105,114 102,648
1,241,639 1,266,350 1,200,847

AD

CHAN WELFARE CASEIOADS

July97
3742

10.258

July97

74,097
33,663
137,899
51,506
2,282,389
60,056

144,943

21,841
64,326
407,598
243,541
74,297
8,006

' 547,958 -

107,355
73,837
47,434

151,190

178,335
44,972

154,166

196,630

424,612

151,201
87.118

182,022
21,258
37,455
27,896
19,157

- 253,700

78,404
1,002,936

oAl ,me[a ke

-48%
4%
-29%
-30%
5%
51%
9%
-21%
~2%
42 %
-39%.
+36%
-62%
20%
~49%
27%
46%
-34%
32%
-34 %
-30%
“41% -
-38%
- 21%
-50%
-30%
-39%
22%
-20%
-34%
27%
-17%
-15%
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state Jan 93 Jan.94 Jan.95 Jan.96 July97 mrmnt(93-921

North Carolina 331,633 334,451 317,836 282,086 231,506 -30%
North Dakota 18,774 16,785 14,920 13,652 10,508 44%
Ohio 720,476 . 691,099 629,719 . 552,304 449,123 38%
Oklahoma 146,454 133,152: 127,33 110,498 74,567 49%
Oregon 117,656 116,390 107,610 92,182 56,299 -52%
Pennsylvania *~ 604,701 615,581 611,215 553,148 432,907 28%
Rhode Island 61,116 62,737 62,407 60,654 52,196 . -15%
South Carolina 151,026 143,883 133,567 121,703 76,608 49%
~ South Dakota 20,254 19,413 17,652 16,821 12,497 - .. -38%
Temnessce 320,709 302,608 281,982 265,320 163,236 49%
Texas 785,271 796,348 765,460 . 714,523 554,878 -29%
Uwh 53,172 50,657 47472 - 41,145 31,975 -40%
Vermont 28,961 28,095 27,716 . 25,865 22,403 23%
Virginia 194,212 194,959 189,493 166,012 119,430 39%
Washington 286,258 292,608 290,940 276,018 238,920 O -17%
West Virginia 119,916 . 115,376 107,668 98,439 80,359 -33%
Wisconsin 241,098 230,621, 214,404 184,209 100,387 58%
Wyoming 18,271 16,740, 15,434 13,531 4,957 T3%
Guam 5,087 6,651 7,630 8,364 7,844 454%
Puerto Rico 191,261 184,626 171,932 149,944 141,215 26%

Virgin Islands 3,763 3,767 "4,345 4,953 4,309 +15%

Note: as of July 1, 1997, all states changed their reporting sys@n from AFDC to TANF

Source: - :
- U8, Dept. of Health & Human Services

Administration for Children and Families

November 1997 : '



CHANGE IN WELFARE CASELOADS SINCE ENACTMENT OF THE NEW WELFARE LAW

Total TANF families and recipients

Aug 96 N R lnh[ﬂ - percent
(millions) _
Families 4.389 3.742 -15%
647,000 fewer families
Recipients  ~ 12.202 | 10258 . -16%
' 1,944,000 fewer recipients

Total TANF recipients by State

state Aug 96 . July9? | : percent

Alabama 100,510 74,907 25%
Alaska 35,540 33,663 5%
Arizona 169,440 137,899 - -19%
Arkansas | 56,230 : 51,506 -8%
California 2,578,430 . 2,282,389 o -11%
Colorado 95,790 ' 60,056 -37%
Connecticut 159,060 3 144 943 9%
Delaware 23,650 21,841 -8%
D.C. 69,290 _ " 64,326 ‘ 1%
Florida 533,800 407,598 ' 24%
Georgia 329,160 : - 243,541 26%
Hawaii 66,480 74,297 . +12%
Idaho - 21,800 . - . 8,006 ' 63%
NMinois . 640,870 547,958 : -14%
Indiana 141,850 ‘ ' - 107,355 24 %
Jowa 85,940 - 73,837 . -14%
Kansas 63,780 ' . 47,434 -26%
Kentucky 170,890 ' 151,190 : -12%
Louisiana - 228,120 - : 178,335 . - - 22%
Maine 53,790 - 44972 . -16%
Maryland 194,130 . : 154,166 21%
Massachusetts 219,580 _ 196,630 -10%
Michigan 501,440 424,612 -15%
Minnesota 169,740 ' . 151,201 . -11%
Mississippi 122,750 o 87,118 29%
Missouri 222,820 o 182,022 . - -18%
Montana 28,240 ' 21,258 . 25%
Nebraska 38,510 , _ 37,445 3%
Nevada . 33,920 27,896 -18%
New Hampshire 22,540 19,157 -16%
. New Jersey 275,700 L 253,700 | 3%
New Mexico 99,660 ‘ 78,404 21%

New York 1,143,960 1,002,936 _ -12%



Nonh' Carolina

North Dakota
Ohio .
QOklahoma
QOregon
Pennsylvania
Rhode Island
South Carolina
‘South Dakota
Tennessee
Texas

Utah.
Vermont
Virginia
‘Washington -

West Virginia

Wisconsin

Wyoming - . |

" Guam
Puerto Rico

Virgin Islands |

[
)

* Note: as é‘g’.fubv 1, 1997, all states changed their reporting smefram_ AFDC to TANF

266,470

13,130
549,310
96,010

- 78,420

530,520

. 56,460

113,430

15,840
238,850
647,790

 Aug96

39,060 -

24,270

152,680
268,930

89,039
| 148,890

11,400

' 8.314
151,023

U.S. Dept. of Health & Human Services

Adminisgaion for Children and Families

November 1957

July97

231,506
- 10,508
- 449,123
74,567
156,299

432,907

52,196

76,608

12,497
163,236 -

554,878
31,975
22 403

119,430
238,920
- 80,359
- 100,387
. 4,957

7,844
141,215

4,309

12%



WELFARE CASELOADS HAVE DECLINED MORE THAN 3 % MILLION
UNDER PRESIDENT CLINTON
! October 8, 1997

President Clinton announced today. that welfare caseloads have declined another 250,000,
bringing the total reduction to more than 3.6 million since he became President, a drop of 26
percent. In the 10 months from August 1996 when he signed welfare reform into law through
June 1997 (the numbers released today), welfare rolls have declined by 1.7 mitlion to just under
10.5 million. For the first time since 1969, less than 4 percent of the U.S. population is on
welfare. A total of 49 out of 50 states have lowered their welfare rolls -- 14 states by 40 percent
or more. '

Later today, Vice President Gore will announce that the federal government has made
tremendous progress in fulfilling its commitment to hire 10,000 welfare recrplents by the year
2000, doing its fair share to lower the welfare rolls. :

The new caseload numbers underscore the success of the welfare reform law as it begins
its second year. This 3.6 million caseload decline is the largest in history, Today, welfare .
caseloads, which fell by a record 1.9 million in the President’s first three-and-a-half years in office,
are on course to have dropped by 2 million more in the one year after signing the law.

President Clinton has made welfare reform a top priority of his Administration. During his

first four years in office, the President granted federal waivers to 43 States to require work, time-
limit assistance, make work pay, improve child support enforcement, and encourage parental
responsibility. In August 1996, President Clinton signed into law the Personal Responsibility and
Work Opportunity Reconciliation Act (PRWORA), a comprehensive bipartisan welfare reform
bill that establishes the Temporary Assistance for Needy Families (TANF) program. Since signing
the bill into law, the President has focused on efforts to create jobs to move people from welfare
to work, which include fighting for and winning an additional $3 billion for welfare to work in the
Balanced Budget Act, mobilizing the business community to hire welfare recipients, working with
ctvic, religious and non-profit groups to mentor families leaving welfare for work, and hiring our
fair share of welfare recipients in the federal government.
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'4.963

14.115

Jan. 94

5.053

Jan.93

(millions)

4.936

Jan. 96

4.628

1,181,000 fewer families

14.276

13.918

12.877

3,621,000 fewer recipients

fotal AFDCITANE ecipicits by Stat

sate

-Alabama - -
Alagta
Arizona: -
tArkansa-s
*iCallfomla
-CO[OI'adQ
'Connecmut
,Delawax_e '
D.C e
Floridsa -
 Georgia :" .
‘Hawaii i -
Clldahd | G-
Altinois *
:Iﬂdlaﬂ;a D
. iqwa ‘

- Kansas
i{erttucky
humana.
AMaine - §
Mzryland
Massachuseus
" Michigan”
Mznncsota

fossqun
" Moiitana.
I Nebmsha
‘ Nevada

;Nev-s Hampshu:c' -

New Jerséy
New México
New York

141,746
34,951

194,119
3,982
2,415,121

. ;‘1523,308

:27‘ 652
65 860
. '3'01 842

© 402,228

54,511

21,116
- 685,508
. 209,882

100,943
81,525
- 227879

.. 263338
- 67,836

221,338
332,044
- 686,356

© 181,526
_NISSISSlppl .

- 174, 093
: 259 039
;3_4,:848

- 48085

34,943
28,972
349902
| 94,836

1,179.523

135,096 .

37,505
202,350

70,563

2,621;383
118,081
164,265

29,286

72,330 -

689,135

- 396,736

60,975
23,342
709,969
218,061

110,639
87,433

208,710

252,860
65,006
219,863

311,732
672,760
189,615

161,724

262,073
135,415
46,034

37,908
30,386
334,780

101,676

1,241,639

121,837
37,264
195,082
65,325
2,692,202
110,742
170,719
26,314

72,330
657,313

388,913
- 65,207
24,050
710,032
197,225
103,108
81,504
193,722
258,180
60,973
227,887
286,175

©12,224

167,949
146,319
259,595
34,313
42,038
41,846
28,671
321,151
105,114
1,266,350

108,269
35432
171,617
59,223
2,648,772 "

99,739

161,736 .-
23,153 °

70,082

575,553 -

367,656

66,690
23,547

663,212

147,083 -
91,727
70,758 -

176,601

239,247 .
56,319
207,800 .
242,572 -

535,704

171,916 -
133,029 .
- 238,052
32,557
38,653
40,491 .
24,519 .
293,833 ¢
102,648 -
1,200,847

CHANGE IN WELFARE CASELQADS
Total AJfDC/TANF i’ammqﬁ and recipients

3.782

. 10.494

Sl 417
. 34,860 -
140292 -
551?,345 :
21336;238 - |-

t 79,210
153,253

| 21596, -

- 65,331
422 ;188
254:890

.74179.,.:??i
16,804 -

554 223

,109,772 L
761684 .

48‘ 575
152;.66‘?
1'?9 868
. 48,232
151,331
194,07

.;430 561 -

154,171
i 951982
184,441

{22490

135 1953

: 28, 725
243900 e
i 78,404
r._ 11;135

.-
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m - dan93 .[éllﬁ,é. - Jan 93 Jan.96 i Jun, 2‘2
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. :North Carelina = - 331,633 334,451 317,836 282,086 234, 371 'p
" North Dakowa 18,774 16,785 14,920 13,652 E 10,992 i .
'Ohio - 720,476 691,099 629,719 552,304, /480,903
:Okdahomna 146,454 . 133,152 127,336 110,498 -~ | 75,766 = ..
Oregon; - - 117,656 116,390 107,610 92,182 | 57,873 i

' Penrisylvania 604,701 615,581 611,215 553,148 «439 333
‘Rhode Istand ~ . 161,116 62,37 - 62,407 60,654 | 54215 .. i
:South Carolina .~ 151 026 143,883 133,567 121,703 L R T
‘South Dakom = '90,254 19,413 17,652 16,821~ | 13,143 ;-
‘Tennessee . © 320,709 302,608 281,982 265,320 167,386 - ¢ i
Texas . - - 785,271 796,348 765,460 714,523 561,060 .. i
Utah 53,172 50,657 47,472 41,145 131,931 . P il
{Verinont: ; - 28,961 . 28,095 27,716 25,865 {22,593 i
“Virginia © | 194 212 194,959 189,493 166,012 {122,505 .|
 {Washington . 286,258 . 292,608 290,940  276,018° 1248830
West'Vicginia 119,916 115,376 107,668 98439 75,331
Wisconsin® - 241,098 . 230,621 214,404 184,209 (107,490 i .
‘Wyoming 18,271 16,740 15,434 13,531, | 53% .

Guam i 5087 6651 7,630 8364 | 747 i 4
. Puerd Rmo ©+ 191,261 184,626 171,932 149,944 - 142,156 0" i ;;_-__ !
. Vlrgm Istands o 3,763 3,767 4,345 | 4,953 ? 4.363_; SR £

1 .
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Question:

Answer:

Questions and Answers on Welfare Caseloads
Octaber §, 1997

mber
Why does the Administration say that welfare reform has already heen a

success?

President Clinton announced today that welfare caseloads have declined another
250,000, bringing the.total reduction to more than 3.6 million since he became
President, a drop of 26 percent, In the 10 months from August 1996 when he
signed welfare reform into law through June 1997 {(the numbers released today),
welfare rolls have declined by 1.7 million to just under 10.5 million. For the first
time since 1969, less than 4 percent of the .S, population s on welfare, A total
of 49 out of 50 states have lowered their welfare rolls -~ 14 states by 40 percent or
more. This is the largest caseload dechne in history: in no other comparable time
period have as many people come off the rolls.

Year Welfare Caseload | Population Percent
(mullions) (inillions)

1969 6.706 202.677 3.3%

1970 8.466. 205.052 4.1%
1971-1992 bet. 8-13 bet. 207-255 bet 4.1-5.3%
1993 14.142 258.137 5.5%

1994 14.225 260.660 5.5%

1995 13.652 263.034 5.2%

1996 | 12 648 265.284 4.7%

June 1997* i0.494 266.789 3.9%

* Data released today.

The bipartisan welfare plan that the President signed last year is dramatically
changing the nation's welfare system into one that requires work in exchange for
time-limited assistance. The law contains strong work requirements, a
performance bonus to reward states for moving welfare recipients into jobs, state
maintenance of effort requirements, comprehensive child support enforcement, and
supports for families moving from welfare to work -- including increased funding
for child care and guaranteed medical coverage. State strategies are making a real
difference in the success of welfare reform, specifically in job placement, chxld
care and transportation,
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Question:

Answer;

Question:

Answer:

Question:

Answer:

Even before the Personal Responsibility and Work Opportunity 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, fime-
limit assistance, make work pay, improve child support enforcement, and
encourage parental responsibility. The vast majority of states have chosen to
continue or build on their welfare demonstration projects approved by the Clinton
Administration.

How many people were on welfare when President Clinton took ofTice?
When he signed the welfare law? Today?

There were 14.12 million people on welfare in January 1993, 12.20 million in
August 1996, and today’s numbers (data from June 1997) show 10.49 million

rtecipients, [Note: when the President signed the welfare law in August 1996, we

had only May 1996 data in hand, which showed 12.49 million people on welfare.
Thus, some news stories from that day use that number. |

The President often uses the decline in welfare caseloads as'a measure of
the success of welfare reform. Isn't the decline due mamly to the good
economy?

Welfare caseloads are the best measure we have right now of the success of

welfare reform. According to a2 May report by the Council of Economic Advisors -
(CEA) over 40 percent of the reduction in the welfare rolls can be attributed to the
strong economic growth during the Clinton Administration, nearly one-third can be

. attributed to waivers granted to states to test innovative strategies to move people

from welfare to work, and the rest ts attributed to other factors -- such as the
Clinton Administration’s decisions to increase the Eamed Income Tax Credit,

-strengthen child support enforcement, and increase funding for child care.

How can you use the decline in the welfare caseloads as a measure of success
when we don’t know what’s happening to these former recipients?

Not enough time has passed for research studies to be completed, but we do know
people are leaving the rolls voluntarily, since time limits haven’t gone into effect
yet, and thus we expect they’ve left welfare for better opportunities. :



Question: Which are the 14 states that have cut their rolls by 40% or more in the last
four years?

Answer: The 14 states are: Alabama, Florida, Indiana, Kansas, Massachusetts, Mississippi,
North Dakota, Oklahoma, Oregon, South Carolina, Tennessee, Utah, Wisconsin,
and Wyoming. (See attached state-by-state table.)

Question; Only one of the 50 states has had an increase in its welfare caseloads --
Hawaii, which has experienced a 36% increase, Why?

Answer: This is a complex question to answer because of conditions unique to Hawaii,
including the local economy and different population and demographic trends.
Hawaii is a state where economic recovery from a recession lags behind the nation
as a whole. It is also unique in that it is geographically remote from the rest of the
country, making its economy more contained. Eligibility changes in Hawaii since
1995 have brought additional families into the system, but state officials report that
they have simultaneously increased their emphasis on work for those who are on
the welfare rolls. Finally, Hawaii reports that they had an influx of welfare
recipients from other U.S. Pacific territories -- Guam and the Mariana Isfands -- in
1994

Fair Labor Standards Act and Worker Protections

Question: Why is the Administratien undermining welfare reform by insisting that
participants in workfare programs get the protections of the Fair Labor
Standards Act (FLSA) and other employment laws?

Answer: We believe that worker protection laws, such as the Fair Labor Standards Act,
should apply to workfare participants in the same way they apply to other workers.
If a workfare participant counts as an "employee” under these laws, then she
should get protection. No one doing real work should be paid a subminimum
wage.,

And we believe that paying working welfare recipients the minimum wage and

giving them other worker protections will promote, not undermine, the goals of
welfare reform, because it will give themn the ability to support their families and
break the cycle of dependency. :

We will work with states to ensure that they can comply with this policy, without

undue financial burden, while still meeting the welfare law's work requirements.

Of course, if states place welfare recipients in private jobs, then the minimum wage
~ already applies. And we are working to minimize costs associated with the

application of employment laws to workfare participants in other ways.

-3



<p

Work Participation Rates

Question:

Answer:

Question:

Answer:

Question;

Answer:

Question:

Answer:

Why are so many states not meeting the work rates? Does that mean welfare
reform is a failure? '

Almost all the states are meeting the work rates for one parent families, which
make up a full 93 percent of the caseload. The only work rates states are having
trouble meeting are the much higher ones that apply to two parent families, which
are a very small portion of the caseload. [The law requires 25 percent of the total
welfare caseload to work and 75 percent of the two parent families to work.]

How many states do you expect to fail the work rates?

We are not sure. States have until mid-November to report data. Informally, most
states have told us they will meet the overall 25 percent work rate, but many have
reported concerns about meeting the 75 percent two parent rate. As you may
know, the Associated Press surveyed states and found 19 states expect to fail the
two parent work rates and seven states do not know. However, because of the
staggered start dates for state TANF plans, only two-thirds of states have to report
data and are subject to financial penalties this fiscal year, and none of these states
will be reporting more than three months of data (from July 1- September 30th).

Will the Administration penalize states that fail the work rates?

We will impose penalties on states that do not meet work rates. We believe it is
critical that states place a priority on putting welfare families to work. The law
does provide states with the opportunity to receive a credit toward the work rates
for those who leave the welfare rolls and allows them td propose a corrective
compliance plan in lieu of a penalty. We will evaluate these requests on a case by
case basis.

Is the Administration going to weaken the two parent work rate through
regulations, as The New York Times has reported?

The welfare law explicitly says that states shall receive a "pro rata reduction of the
participation rate due to caseload reductions" and provides a formula for reducing
the work rates from, for example, 75 to SO percent, if the state has had a 28§
percent caseload reduction. Thus it is the law, not the regulation, which provides
the caseload credit.
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Question:

Answer:
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m r mns .
Haven't a lot of states failed to mect the October 1st deadline for having
state-wide child support computer systems in place? What is the

Adminstration planning to do about this?

States have had nine years to develop these computer systems, and we don't intend
to extend the deadline any further, We do, however, believe that the current law --
which requires us to withhold gll federal child support funds when a state misses
the deadline -~ will undermine efforts to collect child support for needy families.
Thus, while we proceed with the penalty process, we intend to accept the

“invitation from members of Congress such as Chairman Clay Shaw to try to work

together to devise an imiproved penalty structure. [Note: 17 states and the District
of Columbia did not meet the deadline. ] :

Child Suppoert Enforcement -- National New Hire Directory

Question:

Answer:

Question:

Answer:

What is the National Directory of New Hires?

The National Directory of New Hires, which went on line October 1st, is part of
the welfare law’s new tools to collect child support from deadbeat parents. The
best way to collect child support is to take it right out of parents’ paychecks, a
process called “wage withholding.” Before now, it was easy for the 30 percent of
parents who live in a different state from their children to avoid wage withholding
because the state where their children live didn’t know where they worked. The
National Directory of New Hires will change all that. The Department of Health -
and Human Services estimates that the new hire directory will increase child
support collections by $6.4 billion over the next ten years.

Do you have any concerns about privacy issues raised by such a database?

We believe it is critically important we do everything we can to ensure that parents
pay the child support they owe. Federal law requires the Department of Health
and Human Services to establish safeguards to protect privacy and ensure the data
are used only by authorized persons for authorized uses. These 1ssues were
reviewed in great detail as the child support legislation was considered in the last
Congress, and there was strong bipartisan support for the establishment of the new
hire directory and other new child support enforcement measures.



THE WHITE HOUSE
WASHINGTON

October 7, 1997

STATEMENT ON NEW WELFARE CASELOAD NUMBERS

DATE: October 8, 1997

LOCATION: South Lawn

BRIEFING: 8:30 - 8:45 Diplomatic Reception Room
EVENT TIME: 8:45 ~ 8:55 am South Lawn (Open Press)
FROM: Bruce Reed/Cynthia Rice

PURPOSE
To announce new welfare caseload figures.
BACKGROUND

You will be announcing today that welfare caseloads have declined another 250,000, bringing
the total reduction to more than 3.6 million since you became President, a drop of 26 percent.
In the 10 months from August 1996 when you signed welfare reform into law through June
1997 (the numbers released today), welfare rolls have declined by 1.7 million to just under
10.5 million. For the first time since 1969, less than 4 percent of the U.S. population is on
welfare. A total of 49 out of 50 states have lowered their welfare rolls -- 14 states by 40
percent or more. ‘

You will also announce that later in the day Vice President Gore will hold an event to
highlight that the federal government has made tremendous progress in fulfilling its
commitment to hire 10,000 welfare recipients by the year 2000, doing its fair share to lower
the welfare rolls. _ - '

The 3.6 miliion caseload decline you are announcing today is the largest in history and shows
that welfare caseloads, which fell by a record 1 9 million in your first three-and-a-half years
in office, are on course to have dropped by 2 million more in the one year afier signing the
law.

PARTICIPANTS

- The President



PRESS PLAN

Open Press. |

SEQUENCE OF EVENTS

- You will make remarks from a podium and then proceed to Marine One for departure.
REMARKS |

Remarks provided by Speechwriting.



Welfare Caseloads | Ud J\IJ‘)
e (JH

Baseline Re.cipients Percentage Decline Decline
Recipients | (in month Drop since since
(Jan. 93) noted) Jan. 93 Aug. 96
May 96 (data we
had when law ‘
was signed) 14.115 12.499 11% 1616
Aug. 96* (when
law was signed) 14115 12.202 14% - 1.913
|
Jan. 97 14.115 11.360 20% 2.755
Feb. 97 14.115 11.262 20% 2.853
| Mar. 97 14.115 11.156 21% 2.959
Apr. 97 14.115 10.969 22% 3.146 1.233
May 97 14.115 10.748 24% ' 3.367 1.454
June 97 14.115 | 10494 _ | 26% 3.621 1.708

*Note that when the welfare law wes signed in August 1996, we only hed caseload data throug.h the month of May 1996.
Qur public statements at that time were therefore based on that May 1996 data.



 CHANGE IN WELFARE CASELOADS

Total AFDC/TANF families and recipients

. Jan.93 Jan.94 Jan 95 Jan. 96
(millions)
Families 4.963 5.053 4.936 4.628
1,089,000 fewer families
Recipients 14.115 14276 13918 12.877

3,367,000 fewer recipients

Total AFDC/TANF recipients by State

- state Jan.93 Jan,94 Jan.95 Jan.96
Alabama 141,746 135,006 =~ 121,837 108,269
Alaska 34,951 37,505 37,264 35,432
Arizona 194,119 202,350 .. 195,082 - 171,617
Arkansas 73,982 70,563 65,325 = - 59,223
California 2,415,121 2,621,383 2,692,202 2,648,772
Colorado 123,308 118,081 . 110,742 99 739
Connecticut 160,102 164,265 170,719 161,736
Delaware 27,652 29,286 26,314 - 23,153
D.C. 65,860 © 72,330 72,330 70,082
Florida 701,842 689,135 © 657,313 575,553
Georgia 402,228 396,736 . 388,913 367,656
Hawait 54,511 60,975 65,207 - 66,690
Idaho 21,116 23,342 24,050 23,547
Illinois 685,508 709,969 . 710,032 663,212
Indiana - 209,882 218,061 197,225 147,083
lowa 100,943 110,639 - 103,108 91,727
Kansas 87,525 87,433 81,504 70,758
Kentucky 227,879 208,710 - 193,722 176,601
Louisiana 263,338 252,860 258,180 239,247
Maine - 67,836 65,006 - 60,973 56,319
Maryland 221,338 219,863 227,887 - 207,800
Massachusetts - 332,044 311,732 286,175 ~ 242,572
Michigan 686,356 672,760 - 612,224 - - 535,704
Minnesota 191,526 . 167,949 171,916 .
Mississippi 174,093, o0 146,319% 0 133,029
Missouri - =+3+-259,039 259,595 238,052
Montana . 34,848 v " 34,313 ' 32,557
Nebraska 48,055 ez 42,038 - 38,653
Nevada 34,943 41,846 - 40,491
New Hampshire 28,972 28,671 - 24,519
New Jersey 349,902 334,780 321,151 293,833
New Mexico - 94,836 . 101,676 - 105,114 102,648
New York 1,179,522 1,241,639 - 1,266,350 1,200,847

May 97
3.874

10.748

May 97 .

87,506
36,528
142,217
52,695
2,382,847
81,778
153,364
21,797
65,342
433,847

" 270,164

73,893
18,176
560,847
115,886
78,133
51,489

© 156,511
184,997
49,606
158,221
197,719
438,346
154,770

100,984 .
- 188',680:-""" S

23,950 -

36,073

28,521
20,261
246,500
81,129
1,037,712 .

22%

-24%

-38%
+3%
-27%
29%

-1%
-34%

- 4%

21%
1%
-38%
-33%

+36% .

-14%
-18%
-45%
-23%
-41%

31%

-30%
-27%

29%

-40%

- -36%

-19%
L A42% - ue
TG e

. 31%

| percent(93-97)

. percent(93-97)

c2s%

-18%
-30%
-30%
-14%
-12%
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North Carolina
North Dakota
Ohio
‘Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina

South Dakota

Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Guam

Puerto Rico
Virgin Islands

Source:

Jan.93

331,633

18,774
720,476
146,454
117,656
604,701

. 61,116

151,026
20,254
320,709
785,271
53,172
28,961
194 212
286,258
119,916

241,098

18,271

5,087

191,261
3,763

Jan.94

334,451
16,785 . °
691,099 .

133,152
116,390

615,581 .
62,737
143,883 .
19,413
302,608
796,348 .
50,657 -

28,095
194,959

292,608
115,376
230,621
16,740 -

6,651
184,626
3,767

U.S. Dept. of Health & Human Services
Administration for Children and Families

August 1997

-2

Jan.95 |

317,836
14,920
629,719
127,336
107,610
611,215
62,407
133,567
17,652

281,982
765,460

47,472
27,716
189,493

290,940

107,668

- 214,404

15,434

7,630 -

171,932
4,345

Jan.96

282,086
13,652
552,304
110,498
92,182
553,148
60,654

121,703 .

16,821

265,320

714,523
41,145

25,865

166,012

276,018

08,439
184,209
13,531

8,364

149,944
4,953

May 97

236,639
11,275
494,743

. 78,611

60,633
446,140
54,539
81,363
13,328
169,413
580,282
32,325
23,162
125,668
254,546
83,622
110,645

5,840 .

7,382
143,178
4,418

percent{ 93—9’_]!

-29%
-40%
-31%
-46%
-48 %
-24 %
-11%
-46%
o -34%
-47%
-26%
-39%
-20%
-35%
-11%
-30%
-54%
-68%

- +45%
-25%
+17%



Percentage of US Population on Welfare Since 1960
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'MORE THAN 3 MILLION FEWER PEOPLE

ON WELFARE SINCE 1993

WYOMING

HAWAI
+36%

Footnote: Natlonwide, the number of .-AFDC récipients has tallen .
- from 14.1 million to 18.7 million since January 1893, an . -
average of 24 percent as of May 1997,
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St. Louis Welfare to Work Pnrtnerslup Event
Questlons and Answers

About the President's Speech

Question:

Answer;

Question:

Answer:

Question:

Answer:

What announcements did the President make today?

Today, the President highlighted the success of welfare reform nearly one year
after signing the welfare law, announcing that caseloads have declined by almost -
3.4 million or 24 percent since he took-office. The President also noted the
continuing success of the Welfare to Work Partnership, which now includes over
00 businesses and today launched a toll-free hotline and web page to help
companies all across the nation hire people off welfare. Finally, the President. -
praised the public-private partnership growing in St. Louis, where over 300
companies have accepted his challenge to hire welfare recipients. '

" How many people are now on the welfare rolls nationwide?

. 10.7 million people were on the rolls in May 1997, down _f'rom: 14.1 million in

January 1993, a drop of 3.4 million or 24 percent. This is the largest caseload .

~ decline in history: in no other comparable time period have as many. people come
. off the rolls. The 10.7 million people on the rolls represent 4 percent of'the
population -- the smallest percentage of welfare rec1p|ents in the population smce
1970, :

The President often uses the declme in welfare caseloads asa measure of

the success of welfare rel'orm Isn't the decline due mamly to the good
Et:onumy" :

Welfare caseloads are the best: measure we, have nght now. of the

success of welfare reform According to a May report by the Council of ECOHOI‘HIC
Advisors (CEA) over 40 percent of the reduction in the welfare rolls can be
attributed to the strong economic growth during the Clinton Administration, nearly
one-third can be attributed to waivers granted to states to test innovative strategies
to move people from welfare to work, and the rest is attributed to othér factors - -
such as the Chnton Adnumstranon s decisions to increase the Earned Income Tax
Credrt strengthen chlld support enforcement and increase fundmg for Chlld care.

-1;




S . Answer: - - = The ten states that the Pres:dent was refernng to are Indxana, Massachusetts Wl

Question: How does today’s caseload announcement differ from ones made in the past?

Answer:

August 12th  St. Louis Speech ' Caseload down almost 3.4 million or 24% since
S ‘ President Clinton took office, a decline of 1.4
" million since he signed the new welfare reform into
law (1/93-5/97)
July 4th Radio Address N “3 million fewer people on welfare than
' there were the day I took office -- a
- remarkable 1.2 million fewer since I signed
welfare reform into law™ (1/93-4/97)
April 10 Cabinet meeting : Down 2.755 million (1/93-1/97)
on Welfare Hiring E -
Baseline Recipients | Percentage Decline Decline
Recipients (in month Drop since since
(Jan. 93) noted) : - Jan. 93 Aug, 96
May 96 (datawe | ' | '
had when law ' L ; -
was signed) 14.115 112,499 - 11% 1.616
Aug. 96* (when. | . - - o
law was signed) | ~14.115 12202 | - 14% | 1913
Jan. 97 14115 | 11360 20% 2.755
Feb.97 ~ - | 14115 | 11262 -] 20% | 2853
Mar. 97 1 oans | 11156 21% .| 2959
Apr.97 1415 | 10969 | 2% - | 3.146 1.233
May 97 14115 | 10748 | 24% 3.367 1454

*Note that when the welfare law was 51gncd in August 1996, we only had caseload data through the menth of May 1996, -
Qur public statcments at that time were thcrcforc based on that May 1996 data. : :

- Question: " The Presndent said in hls speech that ten states have cut their rolls by over
S ~ 40% in the last 4 years. Which states are these?

. y o

Mississippi, North Dakota, Oklahoma, Oregon, South Carolina, Tennessee, '
- Wisconsin, and Wyoming. Wyoming’s caseload has declined by 68% and.- o
Wisconsin’s by 54%. (See attached state—by—state table and map.)

2.



Question: How much caseload reduction has occurred in Misseuri?

Answer: The welfare rolls have declined by 27 percent in Missouri since January 1993,
slightly higher than the national average of 24 percent. :

Question: Only 2 of the 50 states have had increases in their welfare caseloads. Alaska
has had a smalt increase, but Hawaii has had a very significant one. Why?

Answer: ~ This is a complex question to answer because of conditions unique to each state,
including the local economy and different population and demographic trends,
Both Alaska and Hawaii are states where economic recovery from a recession lags
behind the nation as a whole. They are also unique in that they are geographically
remote from the rest of the country, making their economies more contained. In
Hawaii, eligibility changes since 1995 have brought additional families into the

* system, but state officials report that they have simultaneously increased their

emphasis on work for those on the welfare rolls. Finally, Hawaii reports that they
had an influx of welfare recipients from other U.S. Pacific temtones -- Guam and
the Mariana Istands -- in 1994. :

[Note: According to HHS, Guam and the Mariana Islands, which have had welfare block grants
for years, did not manage their block grant well in 1994, spending too much of the money early in
the year. As a result, they were forced to cut or eliminate benefits later in the year, prompting an
emigration of recipients to Hawaii. However, although ACF has been reporting this as a
significant reason for Hawaii’s caseload increase, it does not appear to explam more than a small -

portion of it ]

Question; . The President said that the balanced budget he signed into law last week
fixed what he promised to fix when he signed the welfare reform law last
August. What did he mean?

Answer. ° When the President sngned welfare reform into law last August, he said he
: thought the cuts in programs for legal immigrants and nutritional assistance -~ cuts

which "have nothing to do with the fundamental purposes of welfare reform"” -
were "too deep” and he pledged to fix them: The new budget does that, by
restonng $11.5 billion in health and disability benefits for legal immigrants who
were in the U.S. as of last August and are receiving benefits or become disabled in
the future. The new budget restores $1.5 billion in food stamps cuts, providing

. 235,000 work slots for able-bodied childless recipients who must work under the

' new law.£ The budget also ensures that 30, 000 children losmg SSI because of the -
'smcter new ellglblhty rules wnll keep their Medlcald coverage e RN



Ahout Todav's Program

Question:
Answer:

Question:

Answer:

Question:

Answer:

Question:

Answer:

How many St. Louis srea companies have pledged to hire welfare recipients?
More than 300
What is Mid.Tec? _Wily is the program being held there?

Mid.Tec is a consortium of 25'0 small-to medium sized manufacturers that

* provides machine training for specific jobs needed by the members to retain their

global competitiveness.: The training program targets low-income individuals and

~ welfare recipients to train them for specific jobs on'the plant floor. Mid. Tec

syinbolizes how hiring and training welfare recipients is good for business. Barry
Corona, the chairman of the board of Mid. Tec, is an example of a small business
owner making a difference in St. Louis' welfare to work effort_

What has Monsanto done to help the welfare to work efTort" Has the
company hired any welfare recipients?

As one of the five founding board member of the Welfare to Work Partnership,

- Monsanto CEO Robert Shapiro is helping lead the national business effort to help

move people on public assistance to jobs in the private sector. We do not have
information about how many welfare recipients Monsanto has.itself hired; you'll

_ have to‘ask the company representati'ves_ that question. -

Daoes the fact the Congressman Gephardt is appeanng with the President
mean he's reconsidered his vote last year against the welfare reform bill the
President signed into law last August?

You'll have to ask the Congressman about his view of welfare reform, but we have
no indication that Congressman Gephardt has decided to endorse the welfare
reform law.



About the Welfare to Work Partnership

Question:

Answer:

Question:

Answer:

Question:

Answer:

Question:

Answer:

Question:

Answer:

What is the Welfare to Work Partnership?

The Partnership is a national, independent, nonpartisan effort of the business
community launched in May 1997 to help move people on public assistance to jobs
in the private sector. The Partnership concentrates on energizing the business
community to hire and retain welfare recipients without displacing existing
workers. The Partnership provides information, technical assistance and support
for businesses of all sizes and sectors, from all industries and from all areas of the

- country.

How many companies across the nation have joined the Partnership?

Approximately 800.

- 'What do the companies that join the Partnership pledge to do?

In order to join the Welfare to Work Panneréhip; companies must either have
hired or must pledge to hire individuals from public assistance without displacing
current employees. :

Isn’t UPS one of the companies represented on the Partnership hoard?
What effect does the strike have on their participation?

We understand UPS representatives are not involved in today’s event -- but we
worked with the company long before this strike and plan to work with them long
after it’s settled.

Why should businesses get involved in the Partnersh:p or any type of

welfare to work effort?

Welfare to work is a solution that's smart for business. Many companies find it
difficult to locate entry-level workers. By recruiting welfare reclplents companies
can greatly enlarge their pool of potential entry-level workers. This is a
non-traditional source of |workers that companies have not actively recruited. Tax
credits are available. In addition, companies hiring individuals from public
assistance will promote the strengthening of families and the i 1mpr0vement of
chjldren s lives mthm thelr Iocal commu mtles




Question:

Answer:

Question:

Answer:

What did the Partnership announce today?

Companies can sign up with the Partnership and/or get more information by calling
the Partnership’s toll-free hotline (1-888-USA-JOB1) or visiting its web site

(www . welfaretowork.org), which are both being launched today. The Partnership
will send any interested business its new guide to hiring and retaining welfare
recipients, Blueprint for Business: Reaching a New Work Force, The Partnership
today also began running print and radio public service announcements
encouraging businesses to hire from the welfare rolls.

The Partnership is launching its city to city challenge in St. Louis. Because

jobs are created and filled at the community level, the Welfare to Work Partnership

is pledging to visit 12 high poverty cities over the next 6 months to strengthen
each city's welfare to work infrastructure. In every city, the Partnership will
recruit businesses to hire and retain welfare recipients and give them the technical
assistance to do so. They will help city service providers improve the way they
operate so they can provide businesses with work-ready welfare recipients.
Finally, the Partnership will work with elected and appointed state and local
officials to celebrate the c1ty 5 eﬂ'ons and ensure long-term changes.

How many other cities‘have been targeted and what are they?

The Partnershlp has targeted 13 addltlona.l cities as potential sites for their
activities. Each has a high concentration of poverty and welfare receipt. Each
also has some existing infrastructure to support welfare to work efforts yet could
benefit from additional resources. Finally, each city has an identifiable champion
that has a track record for innovative welfare to work practices. Possible cities
include: Indianapolis, Baltimore, Columbus or Cleveland, Los Angeles, Chicago,
Miami, Seattle, New York Clty, Detroit, San Antoruo Philadelphia, Denver, and

Atlanta


http:www.welfaretowork.org

Other Welfare Reform Jssues

Fair Labor Standards Act and Worker.Protections <

Question;.

Answer:

Why is the Administration undermining welfare reform by insisting that
participants in workfare programs get the protections of the Fair Labor
Standards Act (FLSA) and other employment laws?

We believe that worker protection laws, such as the Fair Labor Standards Act,
should apply to workfare participants in the same way they apply to other workers.
If a workfare participant counts as an "employee” under these laws, then she
should get protection. No one doing real work should be paid a subminimum

wage.

And we believe that paying working welfare recipients the minimum wage and
giving them other worker protections will promote, not undermine, the goals of
welfare reform, because it will give them the ability to support their families and
break the cycle of dependency. - - |

We will work with states to ensure that they can comply with this policy, without
undue financial burden, while still meeting the welfare Iaws work requlremenrs
f course, if 1 Ifare recipients in priv: hen th im

. already applies. And we are working to minimize costs associated with the

apphcatmn of employment laws to workfare participants in other ways.

White House Hiring

Question:

Answer:

In April, the White House pledged to hire six welfare recipients.
Have any been hlred" o

Yes. The Executive Oﬂice of the President has already. hired six welfare
recipients, [Note that the original commitment that the “White House™ would hire

‘six people actually reflected the full Executive Office of the President, including

OMB and the Office of Administration. To date, the White House has hired 3
people, OMB has hired 2, and the Office of Administration has hired 1.]
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MORE THAN 3 MILLION FEWER PEOPLE

- ON WELFARE SINCE 1993

4 OREGON
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Footnote. Nationwide, the number ol' AFDC recipients has fallen
from 14.1 mBlion to 10.7 milich since January 1993 an
average of 24 percent as of May 1997,
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R_Olls Contimie Sharp Decline

Welfare

|

Percentage on Assnstance
Is Lowest Since 1970;
Many Factors Are Clted

ByJohnFHamsandIudlth Havemann Yl
Wathisgion Pobt Sl Weiters )

One year after Congness unposed a farreac
welfare reform law that eaded Gl)yea:sofguamng
support for the poor, the Clinton administration re-

- leased figures yesterday showing public -assistance
- rolls continue to decline sharply with the percentage of -
people on welfare at its lowest level since 1970, .

Nationwide, there are 10.7 million welfare recipi
£nts, anumberthathasdmppedby 34 m:!lmn,nmrfy
25 pereent, since President Clinton took ufﬁce. and hy
lﬁmﬂhanmmepaslyearalone : :

The decline, at. a rate of 200,000 a month is 111e
deepatandmslsusmnedeS histery, -

Although weltare caseloads are plunging across the
country—29 percent in Tenuessee, 49- percent in
Wyoming in the past year—no one knows for certain -
what is causing the decline ar where the peaple are.
going. How many are taking jobs and climbing mto the
working class, for mmple ralher than faﬂm.g ioto-.
destitution?

Critics of last yea:’s weltare overhaul. m:d ﬂle'y
suspect much of the decline results from people being :
forced off welfare or turned away. becayse of tightened

sizing ‘work and, n'ammg:spaymgdmdendsaslus
Implemented at the state level, - .

“Alot of people said that welfare reform would never -
wark because the private economy wouldn't do its part :
or the gavernment wouldn't do its part or \ge couldn't .
figure out how fo get peaple from welfare towork—you
know, | heard all the reasons that people said it

" wouldn't work,” Clinton told an aydience ofjoli trainees

and St Louis business leaders lrying to put welfare
recipients in jobs. "Butamlamr, Iﬂmklt’sfalrtn m

the il:!zate is over. We now know ﬁzat weltari reform
WOor.

The welfare rnﬂs have tmdmunally fol]owed the ebb
and flow of the business cycle to some degree, but
analysts on the leftand right say the current numbers, -

seem to be dmen by some!.hmg more . than the” . .
. ecenomy, -

Before 1993, there were on!y two years i the .
So-yeuhm)ryefdte{ederalwelﬁre program when |
the rolls dropped by more than 250000 pevple ina
single year: if curvent trends continue, 1997 vill be the
third -consecutive year when. the we)jam population
dropped by 1 million people or more, admmxstranon‘
figures show. - -

“The oldunsgeofwelfarewasﬂlautmslﬂ;ea,
granite mountain—you might be ablé to chisel off few
rocks here and there, but the mountaig would st be -
there,* said Robett Rector, senior policy analyst at the
conservative Hemsge Foundation. “What. we have .
seen s that welfare is not like a mountain, but like a. -
balloon, prick it and it will al.mostmllapse o :

See WELFARE, 46, Cal. 1

: nnmedmety :o periorm cummumty
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WELFARE, From Al
“Still, even White House officials don't

. argye that the new’ numbers can be -
of
e drop’

attributed directly 1o Clinton's
the welfare law. But they say
- over the past several years is mused bya ¢
confluence of favorable trends—in par-
ticular the strang economy, and 2 flugh
of innovation af the state level, :
Even before Clinton signed the wel

fare overhaul, the adnumsu'ahon had.
given 43 states- perrmssuon to cuuc_luct_ .

- their own welfare experiments, :
- Health and Humin Services Secre-

tary--Do':ma E. Shalals said ‘a study for -

the White House Coundl-of Econotmic -

. Advisers conducted several months ago
showed that about 40 percent of the

decline in welfare rolls is finked to the

economy, 31 percent was because of

. palicy changes by states ‘approved by
wiiivers. The remaining 29 percent or'so
gdtge reduction was caused by mher

"the debate is over,” Shalala sounded 4 -
more cautious note. The decline in-

welfare rolls is encouraging, she said,”
but “the resl test” is stll to come,

because finding someone ajob is notas |
difficult as keeping them employed over. .

the long haul “Ask’ melvmortlmee
yeadrs from now, where people are.! she
s

state eligibility rules. But Clinton, who signed the - Chnﬂm madehls remarks in 8, swel- ’
welfare bill amid a fractured DemocraucParq gaid the ‘tenngmhouseﬂmhas be_encopven- o
. bew figures offer vindication that bis approach empha- - d.info a worker training facili

" copsortium of St Louis businesses. The
 -day was designed to promote the non- .

profit “Welfare to Work Partnershlp

that was started earlier this yeas to.

encourage businesses to hire people off .
~ welfare, He' several. fimes touted .the

“groug's new tolHree tumber (1635
USA-JOBY), and said Vice President’
Gore would lead an inifiative in which.

:civic and business groups would create -
-amentor program for new employees.
EE Segal, thepresident of the part- -

nemth.saldsome SOOenrpluyershave .
joined his' effort and.'agreed to. hire -

_ welfare recipients, in tbeuuse com-
panies really do see thi asanewsource
of labor,”

: ]nsomepans ofthe country, the
-unemployment fate is below 3. percent,

- creating an unuswally favorable environ-

ment for wc]iam rec:plmts Irymg to ﬁnd_

jobs: - -

“The economy nght 0w i5 growing -

so strongly that there is a tremendous-
-demandfor workers and some employ-
- ets are willing 15 take on people who -
have very few skills and give them atry,”

said New York:based - labor eoono:mst

.Audrey Fréedman. :
_ The year-old welfare !aw states

vast new flexibility to design the:r own
. .programs, requires: recipieats to go ts
. work within two years, and liits to five

" years the amount of time anyone can

receive federal benefits. °
Many states-are going even' turther,
pushing welfare fecipients to find work

PRESEAVAT | ON

: oontmue receiving  assistnce,” -
- Mark Greenberg, .an-atlorney at the -

service, to- name the fathers.- of- theu'
" children so that the state .can collect.”
child support. and to leok seriously for
job before they are even accepted onto
the welfare rolls in the first place..

“One part of the explanationis c]eaﬂy
the' economy and the' cotitibued Jow
‘unemployment rate, ape part.does in-.

- wlve the increased. focus on ‘émgploy- - ‘

ment in the welfare system; and. the -
third- part is that' some -states have
responded to the new law by making it -
more. difficult for families to receive.or

liberal Center for Law and Soqal Puhcy
who tracks welfare issues. - s

" But few statis have solid mfarmatmn
- on vihy.their welfare roll§ are declining. -
Massachusetts, one of the few states to

©who had left the rolls faund jobs, abnut

-.10 ‘percent. inoved ‘out . of the staté, L RTINS
- . ‘another 10 percent received child sup: -
While Cliaton hoasted yesterdaythat )

port. payments that made them ineligi- ..

- ble, nearly 10 percent no longer quali- .

- fied hecause their children grow 100 old. .
and another-handiul was reapplymg ior
_ gssistance. . -

“The caseload declmes vary. w:del'y
from state 10- state, with Hawaii and -
Aiaska alone s.howmg the only incréases:
.-since the. passage- of the ‘welfare law. -
Every other. state has: shovm a sharp
decline, -

have shrunk from 21,947 last Alrust to”
7,890 in July, with 8,773 of those individ- *

sa:d'

‘attempt Lo ‘trace. the: fate of former
~secipients, found that aboyt half of these ! )

[daho's welfare -rolls, for -example,

uals disappearing July 1 when the state l‘f o

nnp!emenlad mugh new work reqmre-
ments

"“We are doing a sun'ey of all the

people who Ieithpnl May and Juneto
find out what their stabis is,” said Mary - °
* Ann Saunders of Idaho's Department of -
Health and Welfare. “A fair nimber of
- folks 'said they were just going 1o work,”
. . they didn't want 1o use up their ieirglblh
+ ty}; others said 7] see the child support.

requiretnent, and | don't want roy boy-

+'friend hassled® arid some are deriving .-

other income somehow and don't want
'to meet the work requirement”

- Some researchers say the welfare |

rostm are declining not only because- -

 people are leaving the rolls but because ..
some others couldo't ‘gt in the door. .

Alabama Arise, an advocacy group in-
Alabama, said there four e:q:lamnons
for the caselgad decline of approximate-
. Iy 13 percent in the state:'the economy,
. the new message about work reqmre«

', ments, the wellare. bureaucracy's - - .
ueasedfocusonhelpmpeoplegeqobs Lo

and a stricter application process. Re-
cently, the" percentage of applicants ap--

" proved for welfare in the state fell from .
- 63 percent  to 46. -percent, accordmg o’

the group.

" Harrisveported from St Louss.” - )

. Havemans reported from.
-Wash_irigtari‘. o

L
.-



http:CouilciI.Of

Néﬁrk’s Workfafé
Picks Up City and
Lifts Mayor s Image
Al

By Judith Havemann-
Washinguon Pow Saaff Writer

RROOKLYN, N.Y~If you -want to see

an industrial-strepgth version of welfare's

future, walk along the egg wholesale and

textile warehouses on the waterfront here

" and watch Ellamae Harden trudge toward -

the finish line of her workfare shift

Wearing her regulation Day-Glo orange

vest, Harden sweeps methodically toward

Sanitation Garage No. 7, bracing her {rash -~

cart against the downhill slope as she

whisks up a crumpled wrapper and soft -

drink cup..

Harden's hair is listing forward and’
sweat beads her-upper lip as she shakes
finat bits of rubbish into the waiting gar--.

bage truck and makes for the supervisor's

office to get a$38 credlt tuward her welfare

*check.
“The minute | get home, these: shoes

come off, I get in the shower and hit. the

bed,” she says.
Harden 42, is a draftee in New York

City's war against dependency, ome of-

38,000 welfare recipients required to work

off their monthly checks by sweepmg,_
streets, cleaning parks and doing other.

municipal chores, Beneficiaries with chil:
.dren are reguired to work 20 hours a week,
" znd New York's special state “Hiome relief”.

recipients—jobless men and women who - :
have no dependent children—are required -

to work off their ‘cash gramt, housing

See WORKERS, A6,Col.1_
'WORKERS, FromAG

‘rez official “employees” so° that they
would be eatitled to an ‘array of labor
law protections. It was equally imapor

" tant to the Republican congressional .
leaders, who battled against the desig- -
paton fiercely, saying it could cripple
programs like Grliani's; roaking regu- -

vt

lations s0 enerous no state would botlr -

ertotry.
Right now, Perez is.not an official

‘ employee She is “paid” $4.75 'an hour’

1 weliare benefits, with one of the .

perks—or tax burdens—of herunions

ized colleagues. She doesn't get sick .

leave or vacations, she doesn't have 10
pay Social Security or Medicare taxes,”

.and she doesn't have automatic access

tothe federat labor, &ivil nghts dssabﬂ

of other workers.

The balanced budget law has left the
lssuemurky though it tay be taken up
again in separate legislation this fall. In

" the: -neantime, New York is besieged'.

. with class action suitg that suggest that.
much of what Perez gets. ‘or doesn't
_ get.mayweﬂbedeudedbythemurts.
Although twe competing unions are.
trying. to organize the workers, aid -
oftén canvass the streets trying to ge#
“them to sign union cards, the city
maintainy that New.York law prohibits
- workfare employees fom’ cﬁﬂecuve
bargmmng
Many WEP- workers dxsmtss the

. picipal
eesmslﬂreatylessthanSZanhourfnr
“supervision &nd  equipment—aot- n-
;cmdmgﬂlewelhr:beue&tsthemyhas
been paying' all along—while “real”
- ‘emplayees costthe city at least §12 plus
benefits, acconding to ynion research,
Asfnrthemwﬁ'omBayRJdgem
Brookiyn, workfare participants' have
become 3 welcome sight op the most
" obscure streets. Residents watching
them sweep their way past the - tiny
. apartments applaud: Giuliani for his
toughatandunwelfm
~*1 think -workfare is a. good ldea.
md]ose Melendez as he played cards -
an the front stoop of his house on 62ad:
Street. “Third Avenue was pretty dirty
jbeiom they came along. They dont-
deserve any extra pay. Why ‘should
they be faid extra’ when they are.
- already getting 2ll this money for free?”

WORKERS, From Al

 atiowance; and food. atamps at the

e . minimwm

Wage.,
. And eversince Mayor Rndolph W
* Giuliani expanded ' the .minuscule
program known as workfare intd a
monumental work force the gize of
Nordstrom's, the city has been get-
" ting'cleaner, the mayor more popy:.
lar,‘and the :typical resident more .
sahsﬁed with city services, ° ¢
: Welfare- recipients;, ‘meanwhile,
are Jearping the value of showing up.
" on-time, following directions and

. working cooperatively—all skills the

"city muintains will help these work:
“ers land permanent mbs in the pn
‘- vate seetor,- ’

“If the government is going o
provide -a beneﬁt. said Anthony :

Coles, 2 senior adviser to Giuliani, *it

‘has the right-and the obhgahon to
: asklor something in returc.”

But the' growth of workfxre has -
also lnggered a slow escalation of
protests about whethier the program .
is in:the best interest of the welfare

© - recipients it is targeted to help. If

weltare- recipients are doing work for-
. thie ¢ity, some critics ask, shouldn’t

_ they be able fo wark their way onto

@m ’maﬁhmgtﬂ“ iﬂﬂﬁ“ .

+ the city payroll and receive employee |
benefits ‘and " protections. like any -
‘ other mumc:pal worker’ : -

| m«.«;sw AUGUST 13, 1997!
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Some skephcs also queauon
. whether the city might be better off
requmng rec:ments to get education”
"and training that could help them
, gain better jobs with salasies capable”
of. supporting their families 'when’
their benefits run out in five years.

~Most Americans would say it is .

.reasonable to have a goal of recipro- .
cal abligation,” of doing somethmg RN

in return for t.axpayers money, said -
‘David Butler, assistant director of
‘operations for the*Manpower Dem-

onstration Research Corprand afor-™ ©
-aper New York City welfare. official: -
*The question is, is the quid: proquo

- afair one? Does'the work experience -
notion that the c:ty might bire themas _help. people become selfsufficient?
."-What we know -of these programs -
" from the: 1980z is that they have not

done soin the past. .

Aﬂ acrnss Amenca sl:ates are en-

ergetically. implementing the mew ‘

federal welfare law requiring 50 per-

cent:of all welfare recipients to be™ .~ ~ .
‘working by 2002. Almost every gov-">».

ernor and many mayors are cobbling -
-together their own work programs ko
employ’ recnpxents ‘who cannot find -

jobsin the private sector; So far; most . -

‘places have chosen a kinder, gentler

,routetha.n New York, such asplacing -
" ‘mothers in food ~pantries sorting . . .

- canned goods. But New York's work-
fare model, the largest and most
comprehenawe in the nation, pro-
vides an’almost irresistible beacon

-for states;to follow as work require- -
-meots becotne more stringent.

-Here, Giuliani has twade welfare .

_reforma centerpiece of his adminls- .

tration, .and. his Work. Expenence,

. Program (WEF) the centerplece of :

weltare reform.

- The welfare system he is trymg to. .

reform i a little like the city's cab
fleet: It's huge, huaﬂing and bard to-
regulite. One. i e:ght of the city's
7:333,253 residents is on weifare. Its ..

human relations. bureaucrats ‘pro-
cess 800,000 cases each ooth. The: - -
cost of its program is more than.$2
billion angually So rampant ‘was

" fraud,. according to ‘the city, that

37,000 people either were caught
cheating: or failed to show up when '

- Ghiliani began requiring recipients - '

to be fingerprinted as a weans of
weeding out cheaters: After thé city-
began’ senously tightening eligibility
and requiting-welfare parents’to go
o work, more than 280 000" dropped
"“off the rolls. . .-" T
For an industrial- strength prob
lem, Giuliani‘*has adopted 2 heavy-
duty solution, It's not as demanding

as'some states—Wisconsin will soon -

require virtually every recipient to.
work 4¢t hours a-week, for example.

;_Butthecztysworlcfareprugraxn isan -

PRESERVATION .
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CHANGE IN WELFARE CASELOADS YR oest |

it AFDC/TANF families and recipients

Jan.93 Jan.94 Jan.95 Jan 96 . Apr.97 percent(33-97)
(millions)

amilies 4963 5.053 4936 . 4.628 3.950 . 20%
1,013,000 fewer families '

ecipients 14.115 - 14.276 13.918  12.877 10969  -22%
- 3,146,000 fewer recipients

‘otal AFDC/TANF recipients by State

ate : " Jan.93 Jan.94 Jan.95 Jan.96 Apr.97 percent(93-97)
labama 141,746 135,096 121,837 . 108,269 89,240 O 37%
laska 34,951 37,505 37,264 35,432 37,300 +7%
rizona 194,119 202,350 195,082 171,617 143,670 -26%
rkansas - 73,982 70,563 65,325 59,223 53,420 -28%
alifornia 2,415,121 2,621,383 2,692,202 2,648,772 2,427,440 +1%
olorado 123,308 118,081 110,742 99,739 83,820 -32%
~nnecticut 160,102 164,265 170,719 161,736 154,220 4%
laware - 27,652 29,286 26,314 23,153 - 21,510 ~22%
.C. 65,860 72,330 72,330 70,082 66,220 C+1%
lorida 701,842 . 689,135 657,313 575,553 447,480 . -36%
eorgia 402,228 396,736 388,913 - 367,656 283,970 - 29%
awaii 54,511 60,975 - 65,207 66,690 73,740 . +35%
taho 21,116 23,342 24,050 23,547 19,180 9%
linois 685,508 - 709,969 710,032 663,212 568,130 | -17%
diana 209,882 218,061 - 197,225 © 147,083 115,480 | - 45%
Wi 100,943 110,639 103,108 91,727 79,490 T 21%
ansas 87,525 87,433 - 81,504 70,758 54,620 -38%
entucky 227,879 208,710 193,722 176,601 155,910 32%
ouisiana 263,338 252,860 . 258,180 239,247 190,380 28%
(aine - 67,836 65,006 - 60,973 = 56,319 50,880 25%
faryland 221,338 219,863 227,887 207,800 160,670 ' 27%
lassachusetts =~ 332,044 311,732 286,175 242,572 199,980 - A40%
lichigan - 686,356 672,760 - 612,224 5357704 = 442,900 -35% .
‘innesota - 191,526 189,615 167,949 - 171,916 = 157,670 - <18% .
Tississippi 174,093 161,724 146,319 133,029 103,160 - - C41%.
issouri ‘ 259,039 = 262,073 259,595 238,052 195,730 . -A%
‘ontana " 34,848 35,415 34,313 - ' 32,557 24,630 - 29%
ebraska | 48,055 46,034 42,038 = 38,653 36,360 . 24% -
evada 34,943 37,908 41,846 40,491 28,990 -17%
-w Hampshire 28,972 -30,386 . 28,671 24,519 20,580 29%
ew Jersey 349,902 334,780 321,151 293,833 250,200 - 28%
ew Mexico 94,836 101,676 105,114 102,648 83,390 -12%

ew York -~ 1,179,522 1,241,639 1,266,350 1,200,847 1,050,640 -11%



tate ' Jan.93 Jan.94 .Jan.95‘. Jan.96 ,Apr.97 ) pe_rcentg93—l97}

Jorth Carolina 331,633 334,451 317,836 282,086 - 242,950 27%
lorth Dakota - 18,774 16,785 14,920 13,652 - 11,420 -39%
dhio 720,476 691,099 629,719 552,304 = 507,620 -30%
)klahoma 146,454 - 133,152 127,336 110,498 79,960 - -45%
dregon’ 117,656 116,390 107,610 92,182 63,160 _ -46%
ennsylvania 604,701 615,581 611,215 - 553,148 463,430 -23%
thode Island 61,116 62,737 62,407 60,654 53,240 - - -13%
‘outh Carolina 151,026 143,883 133,567 121,703 85,990 L 43%
'outh Dakota 20,254 19,413 17,652 16,821 13,420 { . 34%
‘ennessce 320,709 302,608 281,982 265,320 175,150 . | 45%
‘exas 785,271 796,348 765,460 714,523 - 592,070 25%
Jtah ' 53,172 50,657, 47,472 41,145 33,360 37%
’ermont 28,961 28,095 27,716 = 25,865 23,310 20%
irginia : 194,212 194,959 189,493 166,012 129,050 -34%
Vashington 286,258 1292,608 290,940 276,018 258,190 . -10%
Vest Virginia 119,916 115,376 , 107,668 = 98,439 88,680 . 26%
Visconsin 241,098 230,621 214,404 184,209 114,960 ' 52%
Vyoming 18,271 16,740 15434 13,531 6,240 L -66% -
“ram 5,087 . 6651 @ 7,630 . 8,364 7,290 +43%
.rto Rico 191,261 184,626 171,932 149,944 143,670 -25%
‘irgin Islands 3,763 3,767 - 4,345 4,953 4,450 +18%

ource: U.S. Dept. of Heélth & Human Services
- Administration for Children and Families
July 1997
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year

1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972

. 1973
1974
1975
1976
1977
1978
1979
198G
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
Apr. 1997*

recipients

3,005,000
3,354,000
3,676,000
3,876,000
4,118,000
4,329,000
4,513,000
5,014,000
5,705,000
6,706,000
8,466,000
10,241,300

10,947,000

10,949,600
10,864,000
11,165,185
11,386,371
11,129,702
10,671,812
10,317,902
10,597,445
11,159,847
10,430,960

- 10,659,365

10,865,604
10,812,625
10,996,505
11,065,027

10,919,696 -
. 10,933,980

11,460,382
12,592,269
13,625,342

114,142,710
14,225,591

13,652,232

12,648,859

103,969,000

Note: unless noted, caseload ruambers are average monthly

*most recent available

[

Aid to Families with Dependent Children (AFDC)
Temporary Assistance for Needy Families (TAN F)
Percent of Total U.S. Population, 1960-1997:
Source: HHS Administration for Children and Famihes

U.S. pop.

180,671,000

183,691,000

186,538,000
189,242,000
191,889,000
194,303,000
196,560,000
198,712,000
200,706,000
202,677,000
205,052,000

- 207,661,000

209,896,000
211,909,000
213,854,000
215,973,000
218,035,000
220,239,000
222,585,000
225,055,000
227,726,000
229,966,000
232,188,000
234,307,000
236,348,000
238,466,000
240,651,000

242,804,000

245,021,000
247,342,000
249,913,000
252,650,000
255,419,000
258,137,000
260,660,000
263,034,000
265,284,000

266,789,000

Eo of ROD..

1.7%
1.8%
2.0%

2.0%

2.1%
22%
23%
2.5%
2.8%
33%
4.1%
4.9%
5.2%
5.2%
51%
5.2%
52%
51%
4.8%
4.6%
4.7%

- 4.9%

4.5%
4.5%
4.6%
4.5%
4.6%
4.6%
4.5%
4.4%

4.6%

5.0%

5.3%
55%
5.5%

52% :
47% B
4.1%
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THE SECRETARY OF HEALTH AND HUMAN SEchEs
WASHINGTON, D.C. 20201

MAY 16 Ig97
M7 MAY I oui(h

MEMO&QNDUM FOR THE PRESIDENT

SUBJECT:  State Use of “Excess” TANF Funds

Recent news stories have asserted that states have “excess” or “surplus™ funds available to them
under the new Temporary Assistance for Needy Families (TANF) block grant created by the -
welfare reform legislation, In fact, many states are receiving more federal funds in Fiscal Year
(FY) 1997 under TANF than they received in the previous year under the predecessor programs
(Aid to Families with Dependent Children (AFDC), Emergency Assistance (EA), and the Job
Opportunities and Basic Skills (JOBS) Training program), largely due to setting the funding at
historically high levels-followed by dramatic caseload decreases. However, these extra fundskare
distributed very unevenly across states and may be only a first- and possibly second-year
phenomenon. Given our commifment to moving welfare families to self-sufficiency, we must
take advantage of every opportunity to urge Congress and the states to view these resources not

as a “surplus,” but rather as essential for making critical early investments to enable welfare
families to transition to work.

We all must use every available occasion to strongly encourage states to invest these federal
resources (along with state Maintenance of Effort resources) to support the welfare-to-work goals—
of the legislation. Based on what we know so far about the costs of reaching and serving the

most disadvantaged welfare families, we need to ensure that states and cities receive the

additional welfare-to-work resources provided in the new budget agreement, and states need to

invest wisely to preparc all welfare families for self-suﬂic:lency within the time limits in the
statute,

The purpose of this memorandum is to:

. explain what we know now about the level of resources available to states for investment
in welfare reform under TANF;

. describe what we know at this interim point in state legislative sessions about the choices
‘ that state legislatures are currently making about the use of these resources, and provide
some examples both of promising state choices that seem likely to attain the goals of the
Personal Responsnblhty and Work Opportunity Reconciliation Act (PRWORA) and of
less promising choices that could undercut those goals

. arpue that achieving the goals of welfare reform, especially in high unemployment areas
like inner cities and rural areas, requires both, the additional welfare-to-work resources
and tools provided in the new budget agreement and that states invest wisely the federal
and state resources available to them; and
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Page 2 - The President
. highlight what you can emphasize in your speeches and meetings about this issue.
Resources Available to States

Since January 1993, the number of welfare recipients has dropped in nearly all states. However,
the reductions have not been uniform, and the financial impact varies across states. Table |
shows that all 'butatcs have a smaller number of welfare recipients now than they did in
January 1993, with 36 states experiencing at least 20 percent reductions. The welfare reform law
provides fixed federal funding at historically high levels for child care, work programs, and other -
assistance; for FY 1997 TANF funding exceeds FY 1996 funding for AFDC and related '
programs by about 10 percent, or $1.5 billion. While the great majority of states are receiving
more money under TANF than their combined federal funding for AFDC, EA, and JOBS in FY
1996, as Table 2 shows, 24 states are receiving only a modest increase, and seven states are
actually receiving less federal funding.

States experiencing sizeable reductions in welfare cascloads and funding increases under TANF
that have already made substantial investments in work and child care are in an especially good
position to continue the historic transformation from welfare programs to job programs. On the
other hand, states that have experienced smaller caseload reductions, have low benefit levels, or
have unmet needs for supportive services face a tremendous challenge. '

Child care is one of the most important services that families need in order to work. As TANEs— .
work requirements (both participation rates and hours) increase, states must make more child ™
care services available. Investments are also needed to provide child care for the working poor in
" order to enable those parents to sustain their employment and to ensure continuity of care for the
children whose parents are making the transition from welfare to work. The PRWORA provides
separate and enhanced funding to states for child care that allows them to pay for child care in
any of a variety of ways: out of the Child Care Development Fund (CCDF), by transferring (up
to 30 percent) TANF funds into the CCDF, or by paying for child care services directly out of
TANEF. States can also use their own state money on child care. Despite the child care funding
increases, resources still may not be sufficient to meet the needs of both transitioning and low-
income working parents. We will advise you as we get closer to the next budget cycle about the
unmet child care needs and our deep concerns about quality standards. '

There a_lso are other important areas in which states must maintain or enhat_ice their investment to
help recipients move from welfare to work. One critical area is job creation and partnerships
with the private sector, including subsidized workfare positions. In addition, it is generally

- accepted that after the most employable recipients have made the transition from welfare to

work, the remaining adult participants will have more barriers to seff-sufficiency and will require
more intensive services. These supportive services run the gamut from expanded job readiness
and job search programs, public sector jobs, literacy programs, and intensive case management
services, to-drug testing and treatment, services to address domestic violence, accommodating
populations with special needs such as mental and physical disabilities, and rural transportation.

M
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States are required to maintain only 80 percent (or 75 percent if the state meets its mandatory
work participation requirements) of historic expenditures. Because the law permits states to
. disinvest up to 25 percent of their prior expenditures on needy families with children, there is

© - some risk that some or all of these “surplus™ funds will simply be used to substitute for state -
dollars, thereby effectively reverting to state treasuries. The initial choices that states make in
spending their TANF funds and in providing child care and other supportive services to families
are critical to their success in moving families from welfare o work and to the overall success of
welfare reform. "

- What We Know

It is still too early for the Department to have a full picture of how states will decide to use these
“surplus” funds. Many states have not yet made the funding and program design decisions that

- will shape their TANF programs, but from what we can tell now most changes are incremental.
Many states appear to be basing their TANF programs on their welfare reform waiver
demonstrations or the AFDC program, without making significant program design changes at
this point. Therefore, from a budget perspective, most states are assuming that they will have to
spend a certain amount of TANF money on cash assistance and existing job training programs. It
should be noted that few state legislatures have completed their sessions for this year, so the
information we do have on allocation of funds comes from several different stages in the
decision-making process and may represent only preliminary steps in that process.. Reports from
the Department’s Regional Offices and other sources have given us some information about what_
'some states are proposing to do with “excess” TANF funding. Enclosure A includes a fuller =
discussion of the early information we have on state decisions and the critical investments they
are making to spend “excess” TANF funds.

Welfare-to-Work Programs and Child Care: 1t is widely acknowledged that helping recipients
move from welfare to work often requires up-front investments in training and supportive
services. (Enclosure B provides some information on the costs associated with operating work
programs and providing child care services. It should also be noted that the Congressional
Budget Office (CBO) estimated that the state costs of meeting the PRWORA work requirements
were underfunded in the TANF block grant. If the CBO were to re-estimate the costs of the work
[ rhl{ program, it is likely that the shortfall would be considerably smaller, given the larger-than-
A B expected caseload decreases.) Many states are assuming that, as time goes on, the remaining
-' adult participants will have more barriers to self-sufficiency than those who have already made
the transition from welfare to work, and that such recipients will require more intensive services.
As aresult, states are also considering spending more money on drug testing and treatment,
. intensive case management services, rural transportation, job preparation, job training, and public
" sector jobs. Many states are also considering putting more money into child care services,
although it is not yet clear if this represents simply the increased CCDF allocations states
received under the PRWORA, plans to spend state “maintenance of effort” (MOE) dollars on
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child care, or shifts of TANF welfare funds for additional child care funding. We all need to -
" encourage states to use an ss” federal TANF funds ¢ lement rather than supplan,
state funding needed to access the DF. :

Other TANF Purposes: States are also looking at the broad flexibility they have under the TANF
block grant and are considering other types of programs, including juvenile justice and other
services formerly funded under the Emergency Assistance program, housing and nutrition
programs, teen preghancy prevention initiatives, energy assistance, family planning, fatherhood
conferences, and transfers to the Title XX social services block grant to offset pre\rlous federal

- reductions. : ‘

Rainy Day Funds: Notwithstanding the availability of the contingency fund, state allocations are

fixed regardless of the state of the economy or caseload trends. Therefore, a number of states are
considering building a reserve in the event of a recession, sinée there is no requirement that states
spend their full federal allocations in the fiscal year in which they become available.

Services to Immigrants: Under the welfare law, qualified aliens are banned from receiving Food
-Stamps and SSI benefits, and qualified aliens who arrived in the United States after August 22,
1996 are banned from receiving assistance from federal TANF funds for a period of five years.
A number of states have indicated that they expect to continue benefits for such aliens
nonetheless, using state funds. States also have the option of continuing TANF benefits for
immigrants who arrived before the bill’s enactment. Only Alabama, South Carolina and
Wyoming have indicated that they will not be continuing benefits for these aliens.

AT———

Choices that Undercut the Goals of PRWORA: Not all statcs however, intend to reinvest their
savings in welfare-related services or assistance for immigrants. In addition to authorizing
federal TANF funding, the welfare reform law requires states to maintain a certain level of
historic effort (MOE) in order to access the TANF block grant. Both TANF and MOE funds
must be spent to provide assistance to needy families with children and to promote job
preparation and work, among other purposes. Some states are treating the difference between the -
MOE requirement and the amount they would have spent in the absence of welfare reformasa .
general surplus, to be used for any purpose they desire. Proposed uses include dividing the funds
between the state and local governments for unrestricted spending, allocating them to the state’s
general fund, and replacing state spending on child protection services and the elderly.” The state
funds thus freed can be used for any purpose including undervmtmg atax cut which has already
been proposed in several states.

- Do States Need More Funding?

In contrast to the increased child care funds and “excess” TANF funds many states currently have
available, other provisions of PRWORA cut funding and increased demands on states. The new
law significantly reduced federal funding for other programs serving low-income populations, in
particular legal immigrants. It established increasingly tough work requirements within a

‘-j.l
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framework of time-limited federal assistance for needy families with children. The requirement
that families to achieve self-sufficiency within five years or less presents a tremendous challenge
to states and demands a commitment to making critical investments as early as possible.

Moving families from welfare to work requires increased state investments in critical services
such as child care, supports and subsidies for work, services to address barriers like substance
abuse and domestic violence, literacy programs, expanded job readiness and job search programs
and expanded case management. Some states have an especially great need for supportive
services, have experienced smaller reductions in caseloads, or have other special circumstances
- (like inner city or rural areas of high unemployment and poverty or large numbers of noncitizen
residents) which might necessitate costly investments in economic development or
transportation. In addition, since the 80 (or 75) percent MOE requirement is based on FY 1994
expenditures, some states that have experienced significant caseload reductions since 1994 e
potentially could be required to commit larger sums of state funds under TANF than they would
have spent under the predecessor programs. The wide variation in benefit levels across states (as
 illustrated in Table 3) highlights the difficulties some states will face. Clearly the states with
-higher benefit levels and a history of greater state effort on low-income assistance have more
capacity to invest in additional services to help families move from welfare to work and sustain
their employment.

States must begin now to make front-end investments if they are to have in place the programs
they will need to move large numbers of single parents from wélfare to work in the later years,—
when participation and hours of work requirements are higher and populations begin reaching™
state time limits. States must also obtain unprecedented commitment from business, non-profit .
orgamzauons, and religious institutions. The so-called “excess” TANF funds are not a windfall,
ay be only temporary, and are not available to all states. "

Getting Out the Message

The new budget agreement will enable us to ensure that needed funding is available to states and
comumunities to achieve the goals of welfare reform, especially in areas with high unemployment.
Three initiatives included in the new budget agreement have been and continue to be-particularly
important: enabling welfare families to transition to work, restoring unacceptable cuts in benefits
to immigrants, and providing support for low-income working families to sustain their
employment. As aresult of your efforts, states and communities will have $2 billion over the
next five years to spend on wage subsidies and job creation and retention activities to help the
hardest-to-employ long-term welfare recipients find and keep jobs. An additional $500 million is

. available in the form of tax incentives to employers to create job opportunities for long-term

welfare recipients and able-bodied childless adutt food stamp recipients who face work and time
limit requirements. Legislation to fulfill your goal of moving people from welfare to work must
include the grants and tax incentives necessary to support states, cities, and the private sector in
creating job opportunities for the hardest to employ welfare recipients.
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The budget agreement will also protect the most vulnerable populations of legal immigrants -
 children and individuals with disabilities - from the restrictions placed on their receipt of
Medicaid and SSI benefits. It helps to protect a minimal safety net for the most needy legal
immigrants and supports our immigrant traditions and protects public health.

We are already taking the lead in reducing the number of children without health insurance, and
this is one of the most important things we are doing. Twenty-three states currently have
expanded transitional Medicaid benefits through waivers, some by extending the period of
eligibility beyond 12 months and others by expanding who is eligible. Four-additional waiver
requests are under review, including two new states. In addition, the new budget agreement
expands health coverage for millions of uninsured children, including a new grant program that
provides additional dollars to supplement state efforts to cover uninsured children in working
families. ‘

As I indicated earlier in this memorandum, it is a little too early to know how short the states are
on child care money. We are increasingly concerned about quality standards for child care. The
recent White House Conference on the Brain highlighted the need for substantial quality.
investments and high standards. The White House conference planned for later this year - will
focus on quality child care.

We need your help to encourage states to make the right decisions for their needy citizens and
taxpaying citizens alike. Your achievement of the recent historic budget agreement presents a...—.
particularly opportune time to take the lead and through your speeches and meetings with pubfic
and private sector leaders to encourage all states to make the serious investments that are needed

to help move families from weifare to work and sustain their employment. These investments

will require not only effective use of federal funding (including the new funds provided through
the budget agreement) but also a.commitment to continued state funding. The needs are great, as
are our opportunities to'make a difference in the lives of the nation’s most vulnerable

populations -- weifare families, children without health insurance, and legal immigrants,

I am sending a copy of thlS memorandum to Bruce Reed. -

/Béa%

Enclosures



" TABLE 1.

CHANGE IN WELFARE CASELQADS
© Total AFDC/TANF recipients by State

Percent
C . change
State . Jan.B3 . “Jan.94 Jan.95 Jan97 - -~ . '93-'97
Wisconsin 241,098 230621 214,404 - 123758 -4G
Wyaming < 18,271 16,740 15,434 10,117 -45
Oregon . . 117,658 ' 116,390 107 610 66,919 -43
Waest Virginia : 119,916 115,376 107 668 68,600 43
Indiana . 209,882 218,081 197,225 . - 121,224 ‘ -42
OKkahoma . 146,454 - 133,152 127,336 87.144 -40
Tennessee . 320,708 302,608 281,982 194,860 =38
Mississippi 174,093 ' 161,724 146,319 108,365 -38
Massachusetts 332,044 311,732 288,175 207,932 ‘ 37
North Dakota _ 18,774 16,785 14,920 11,904 - 37
South Carolina 151026 - . 143883 133,567 - 97,146 38
Alabama : 141,746 135,066 121,837 - . 91,569 -35
Kansas 87,525 87,433 81,504 . 57,528 -34
Utah 53172 80,657 47,472 35,442 233
Michigan _ ‘ 686,356 672,760 612,224 460,793 33
Florida ’ ' 701,842 . . 689135 657,313 478,320 -32
South Dakota _ - 20,254 19413 17,852 14,050 -3
Virginia 194,212 194,959 189,493 135,908 -30
Colorado 123,308 118,081 110,742 - 87,074 . -29
Kentucky ) 227,879 208,710 193,722 161,150 -29
New Hampshire 28,972 _ 30,386 28,671 20627 29
Qhio 720,476 691,089 620,719 518,595 -28
New Jersey _ 349,802 334,780 321,151 256,000 27
Arkansas ' 73,982 - 70,563 o 65,325 54,751 -26
.Maine . 67,836 65,006 50,973 51,00 -25
Montana . 34848 35,415 | 34,313 26,294 L5
Nebraska -7 48,055 46,024 42,038 36490 =24
- Georgla 402,228 396,736 388,913 . 305,732 -24
Notth Carolina - 331,633 334,451 317,838 252,564 -24
Marytand . 221,338 219,863 227,867 169,723 - 23
lows _ 100,943 110,639 103,108 78,076 ~23
Arizona 164,119 202,350 195082 - 151,526 22
Louisiana 263,338 252,860 258,180 206,582 22 .
Texas . 785271 796,348 765460 625,376 «20
Pennsytvania 604,701 615,581 611,216 483625 -20
Missouri - 259,039 - 262,073 . 259,595 208,132 =20
Vermont ) 28,961, s 28,095 27,716 23,515 - 19
Nevada : 34,943 _ 37908 : 41,846 - 28,817 -18
Minnesota _ 191,526 189,615 C 167,949 159,855 _ A7
Delaware . S . 27,652 29286 26,314 23,144 -16
{linois , _ 685,508 709,869 710,032 599629 -13
Rhode Island 61,116 62,737 62,407 54588 . -1
New York 1,179,522 1,241,639 1,266,350 + 1,074,100 R
Washington ' 286,258 ‘ 282,608 250,940 263,792 . -8-
Idaho . co 21,118 23,342 24,050 C 19,925 i)
. New Mexico 94,836 101,676 - 105,114 89,814 ‘ -5
~ Connecticut 160,102 164,265 : 170,719 . 155,578 -3
California . 2,415,121 2,621,383 2,692,202 2,474,689 - 2
District of Columbia 65,860 72,330 72,330 ‘ 67,871 3
Alaska _ ) 34,951 . 37,505 37,264 36,189 4
Hawaii : 54,511 - 60,975, 65,207 65312 20
United States 17 . 14,114,992 14,275,877 13,918,412 11,359,582 - =20

1/ ncludes Guam, Puarta Rico, and the Virgin tstands. ' _
Source: U.S, Dept. of Health & Human Sendces, Administratlon for Childran and Families, Office of Farnily Asu&stnnw AFDCITANF Flash Raport, Janeary 1997,
. -
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TABLE 2.

COMPARISON OF FEDERAL FUNDING FOR AFDC AND RELATED PROGRAMS
AND FAMILY ASSISTANCE GRANTS UNDER PRWORA

(in thousands)
Percent
. FY 1996 Grants for Fy 1997 State Family increase from increasa from
State ' AFDC. EA & JOBS 1/ Assistance Grant 2/ FY 1956 Level " FY 1996 Level
Indiana $133,119 © $208,799 .. $73881 55.3
Wyoming ' 14,969 21,781 6,813 455
Lovisiana 114,252 - 163,972 49,720 435
Tennessee ' 137,445 191,524 54,079 393
Ohlo 543,666 .. 721968 184,303 ‘ 339
Dist. of Celumbia . 70,813 : 92,610 21,796 oo 30.8
Virginia ‘ 121,386 158,285 26,809 30.4
Massachuselts . 353,060 : - 458371 106,311 30.1
West Virginia .. 87683 110,176 . 22,493 257
Qkdahoma ) ) 118234 148,014 ' 29,779 T 252
Connecticut ) | 215259 266,788 51,520 ‘ 239
Mississippl 70,341 86,763 : 16,427 : 234
Alabama $75909 $93,315 17,406 249
Michigan 632,232 : 775,353 S 143,124 _ 26
Minnescta : 220,830 267,985 - 47,148 2.3
Utah ‘ . 64,695 - 76,829 12134 ' 188
Cregon 142045 - 167,925 25,879 . 182
Texas 419,021 486257 . 67,236 16.0
Kentucky 157,238 _ 181,288 24,050 _ 153
Wisconsin - 276,357 318,188 ‘ 4183 - - 151
Georgia : 288,410 : 330,742 42,332 147
Kansas . © 89,753 101,831 12,178 136
New York A ) 2,160,652 | 2,442,931 ' 282,279 134
. Florida . 497,539 _ 562,340 64,801 13.0
Montana 40,391 45,534 5143 . 127
Arizona 167,754 222,420 24,666 1282
Vermont - | 42,378 47,353 4,975 IR | I S
Missouri 195,388 217,052 . 21,664 1141
New Hampshlre ‘34,677 38,521 384 111
Arkansas 51,854 56,733 4879 _ 94
Alaska : 58,665 . 63,609 4944 84
South Dakota . 20242 21,894 1,652 82
Marytand 214,202 ' 229,098 14,806 6.9
Nevada : 41,357 43877 2,620 6.3
Rhode Island T 89479 _ 95,022 5,543 6.2
South Carolina 94,401 99,968 5,567 5.9
New Jersey : 38377 ' 404,035 20,857 5.4
Maine _ 74,786 78121 3,335 45
Nebraska 55,014 58,029 _ 2,015 36
California 3,622,756 . 3,733818 _ 111,062 . .34
Noith Dakola 25,660 : 26,400 . 740 29
lowa , ‘ 128,853 131,526 2,672 2.1
Idaho 3,297 31,938 o 641 20
Hawali : 97,908 98,905 ) 997 1.0
Washington 415384 ‘ 404332 -11,053 : 27
lliinols ) 601,059 S 585,057 16,002 27
. North Cardlina 312630 302,240 -10,390 =33
New Mexico 132,129 126,103 . 6025 -45
Peannsyivania 770,008 . 719,499 -50,599 ' -8.6
Delaware e 35,190 2201 -2.893 . a2
Colorado 158311 ' {36,057 22,255 -14.1
State Tolals. - $14,931.044 $16,438,667 $1,557,623 104

1/ Excludes IV-A child care, AFDIC benefits include the Federal share of child suppart collections in onder ta bo comparable W tho Family Assistance Grant.
% Does not include additional fands anthorized undes P.L. 104-327. . ";
Source: U.3. Dept. of Health £ Human Servives, Administration for Children and Families, Oflice of Financial Mehagement.
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TABLE 3.

Maximum AFDC Benefit for a Three-Person Family by State -

e
o LTS

July, 1996 '
State - Schedule/Geography Monthly © Annual
Alaska Statewide $923 $11,076
Hawaii _ Statewide o 712 8,544
New York . Suffoik Co. 703 8,436
Guam ) Statewide : 673 8,078
Connecticut ' - Region A o 636 _ 7632
Vermaont Chittenden 833 _ 7,596
California | Statewide 556 7,152
New York ‘ New York City o 577 . 6,924
Utah Statewide . - 568 _ 6,816
Massachusetts Statewide | 565 6,780
Rhode Island Statewide 554 : 6,648
New Hampshire ~ Statewide ‘ © §50 : 6,600
Washington Statewide 546 6,552
North Carolina Statewide ) 544 6,528
Minnesota Statewide 532 6,384
Wisconsin . - Urban o o 517 6,204
Michigan Region VI {Washtenaw Co.} 489 . 5,868
Oregon Statewide ‘ 460 5,520
Michigan - Region IV (Wayne Co.)_ 459 5,508
Montana . Statewide - . . T 438 5,256
North Dakota : Statewide ' 431 T 5172
South Dakota . Statewide ' 430 ‘ 5,160
Kansas Schedule 1 424 : 5,148
lowa _ Statewide : 426 5112
New Jersey Statewide - 424 5,088
Pennsylvania Group 1 : ey | 5,052
Maine Statewide . : 418 5016
District of Columbia " Statewide ‘ 415 4,980
New Mexico Statewide : 389 . 4,668
lingis Group 1 . 377 4,524
Maryland Statewide 373 4,476
Nebraska Statewide : 364 - 4,368
Wyoming Urban . 360 4,320
Colorado Statewide : 356 4,272
Virginia Group 3 ‘ 354 4248
Nevada Statewide ) ‘ 348 . 4176
Arizona ‘ " Statewide 347 4,164
Chio - Statewide ) 341 4,092
Delaware Statewide - 338 : 4,056
~ ldaho . Statewide ) 317 3,804

Oklahoma Statewide 307 3,684
Florida Statewide 303 3,636
Missouri ‘ Statewide 292 . 3,504
Indiana , Statewide 288 . 3,456
Georgia Statewide 280 3,360
Kentucky Statewide . 262 : 3,144
West Virginia Statewide 253 ' 3,036
Virgin Islands © Statewide 240 . 2,880
Arkansas : Statewide - - 204 ' 2,448
South Carolina o Statewide . , 200 . 2,400
Louisiana Urban 190 2,280
Texas Statewide o 188 2,256
Tennessee Statewide 185 2,220
Puerto Rico Statewide Y 180 2,160
Alabama_ ' Statewide . 164 1,968
Mississippi Statewide ' 120 1,440

Source: Congressianal Research Service, Aid lo Families with Dependant Children (AFDC): ngram‘ Benefit Rufes, July 1, 1996,
B ‘I ]
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ENCLOSURE A

EARLY INFORMATION ON
HOW STATES ARE SPENDING “EXCESS” TANF FUNDS

Very Preliminary Indications

Information about how states propose to spend “excess” TANF funds is only preliminary. Most
state legislatures are working out their welfare reform plans now, and are at different stages of
decision making. Information from newspaper articles, state press releases, as well as early
reports from HHS Regional Offices suggest that many states are making investments in child
care, work programs, and supportive services while other states are putting money into less
“desirable” practices such as supplanting state funds with federal dollars. At this stage, it is hard
to get information on state expenditures and categories of spending. It is particularly difficult at
this time to determine whether states will be spending federal TANF monies or state maintenance
of effort (MOE) monies on an activity, and whether they are spending new monies or merely
supplanting state funds with federal dollars. The followmg material summarizes our early

' mfonnatlon .

Welfare~to- Wor(c Programs and Child Care -

It is widely acknowledged that helping recipients move from welfare to work often requires up-
front investments in training and supportive services. Many states are considering putting more_ .
money into child care services. Florida, Michigan and Tennessee reportedly are adding $60
miltion, $44 million and $25 million, respectively, to child care, It is not yet clear if this -
represents simply the increased CCDF allocations states received under the PRWQRA or shifts
of TANF welfare funds for additional child care funding. Georgia’s budget includes $3.5 million
" in federal TANF funds to hire additional staff to coordinate and determine eligibility for child
- care services. Under the child care provisions of Wisconsin’s W-2 program, the state intends to
increase annual child care funding from $48 million in 1996 to $186.2 million in 1999. The state
has requested legislative authority to transfer $63.637 million from TANF to child care in 1998.
They believe that cash outlays originally targeted for assistance can, as a result of caseload -
decreases, be rebudgeted for child care, provided that their economy stays strong and their
caseload trends continue. Among all states, Wisconsin has had the largest percentage drop in -
welfare caseloads. These state actions to increase child care subsidies may benefit the working
poor as well as welfare recipients. For example, the Wisconsin legislature is considering
expanding eligibility for child care by ralsmg income ellglblhty limits from 165 percent of
poverty to 200 percent .

In discussions with our Child Care Bureau, state officials have indicated orally that they are
transferring TANF dollars to CCDF in order to invest in child care. States appear to be spending
their own funds to draw down fully the CCDF funding as well. States report using these monies
for welfare families, quality improvements and working poor families. Because of the multiple
demands on TANF dollars, it is waorrisome when states spend federal TANF funds on child care

4
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in lieu of state funds or without first having drawn down ail of the child care funding to which
they are entitled under the CCDF, which can be spent only on child care. If the Administration
makes a concerted push to have states spend their excess TANF funding on child care, the
message has to be that federal funds should supplement rather than supplant, state fundmg
needed to access the CCDF.

States are also consxdenng spending more money on drug testing and treatment, intensive case
management services, rural transportation, job preparation, job training, and public sector jobs,
California, Indiana, Maryland and Massachusetts are reported to be considerin’g these
possibilities. These states are aware of the possibility that the remaining adult participants will
have more barriers to self-sufficiency than those who have already made the transition from
welfare to work, and thus that such recipients will require more intensive services. Georgia’s
budget inctudes $8 million in federal TANF funds to purchase job placement setvices for
recipients who have traditionally been hard to place. New York’s proposed budget would set
aside $42 million for client work activity assessments, medical examinations, and incentive

_ bonuses for local district performance, $45 million to expand work training actwntles and $57
million for a variety. of targeted initiatives involving work activities.

- Other TANF Purposes

Statc‘s‘are also looking at the broad flexibility they have under the TANF block grant and are
considering other types of programs. California is considering putting $141 million into juvenile
Justice services formerly funded under the Emergency Assistance program. Indiana, whose
welfare caseloads have dropped more than most other states, plans to use MOE monies to create-
more positions for child welfare workers and to increase funding for employment and: trammg
activities. Plans for the state’s TANF funding include rural transportation, energy assistance,
family planning, working with non-custodial parents, as well as employment services, child
care, and data collection. Connecticut reports planning to put $24 million of TANF funding into
programs such as housing and nutrition. Georgia’s budget includes $3.5 million from the
Indigent Care Trust Funds to implement teen pregnancy prevention initiatives in support of
welfare reform. Indiana is considering fundmg energy assistance, farruly planning, and -
fatherhood conferences, among other services. :

Rainy Day F unds

Because TANF is a block grant, state allocations will not increase in the event of a recession.
Therefore, a number of states are considering building a reserve in case the economy cools down
and caseloads increase. While only actual expenditures of state funds can count towards the
' TANF maintenance of effort requirement, there is no requirement that states spend their full
. federal allocations in the fiscal year in which they become available. Chio, New York and
Vermont are three states that are reportedly considering savmg significant portmns of their
“excess” TANF funds.



Services to Immigrants

Under the welfare law, qualified aliens are banned from receiving Food Stamps and SSI benefits.
Those qualified aliens who arrived after August 22, 1996 are banned from receiving assistance
from federal TANF funds for a period of five years. A number of states have indicated that they
expect to continue benefits for such aliens nonetheless, using state funds. For example,
Massachusetts has estimated that it will spend $26 million on legal immigrants who are not
citizens. In states with substantial immigrant populations, most notably California, continuing to
provide services to qualified aliens is expected to be a significant financial burden.

Other Purposes

Not all states intend to reinvest their savings in welfare-related services. Some are treating the
difference between their MOE requirement' and the amount they would have spent under prior
law as a general surplus, to be used for any purpose they desire. For example, the Governor of
New York has proposed to divide $416 million between the state and the local governments, to
be spent without restrictions. California is constdering allocating $562 million over two years
into the state’s general fund. Texas’ Governor has proposed to use federal TANF funds and part
of the state’s required maintenance of effort expenditure to replace $190 million in state spending
on child protection services and the elderty. The state funds thus freed can be used for any
purpose including underwriting the Governor’s proposed tax cut.

ay—————

1. Each state’s maintenance of effort (MOE) level is set at 75 percent of the state’s FY
1994 spending for AFDC, EA, JOBS and IV-A child care (80 percent if the state fails to meet
TANF work participation rates).
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ENCLOSURE B

INFORMATION ABOUT COSTS OF
INVESTING IN WELFARE REFORM

It is difficult to estimate how much more it will cost states to operate welfare to work programs.
Since the mid-198('s, MDRC and Abt Associates have evaluated numerous work-oriented
demonstrations with relatively high participation rates,-and the per recipient costs reported in
their major studies have varied as the table below shows. The gross per person costs to the
government range from about $2,200 (in FY 1997 dollars) under Florida’s Project Independence
to about $27,000 under the Supported Work program'.

Estimated Gross Costs* Per Person
for Selected Welfare to Work Programs

Program Period of Costs | In 97 Dollars

Supported Work™™ (many s:tes) _ 27 months $26,938'
|Homemaker- Home Health Aide** (many sites) 'NA | 14,588
Grand Rapids JOBS (Labor Force AttachmenQ 2 years ' 4,915
Atlanta JOBS (Labor Forge Attachmeno 2 years ' 3,695
Riverside GAIN 2 years 3,299
San Diego SWIM : 2 years , 2,272
|Florida Project Independence 2years | 2,186
Source: MDRC [the Homemaker-Home Health Aide project was evaluated by Abt Assoclates]

* Includes costs of job clubs, case managers, child care, and training. ** These casts include program
wages paid to participants, but do not include non-welfare agency costs. Costs shown in this table are for

single-parent AFDC reciplents averaged across all experimental group members, mcludmg those who did
and those who did not participate in program activities. .

1t should be noted that while each of these programs produced significant increases in
employment and declines in welfare outlays, these outcomes do not replicate the work
expectations and time limits of the PRWORA. Under the Riverside GAIN program which
produced particularly impressive results, only 23 percent of the program participants were
working and off AFDC at the end of the pI‘O_] ect’s three- year follow-up period, indicating the
challenges faced by these programs.

- Some states have an especially great need for supportive services, have expenenced smaller
reductions in caseloads, or have other special circumstances (like large urban centers, significant
- areas of rural poverty, Indian reservations, and pockets of high unemployment) which might

The Supported Work Demonstration provided work experience to hard-to-employ target
groups including long-term AFDC recipients. To help them achieve seif-sufficiency, participants
erked in crews in closely supervised jobs with gradually increasing demands.



require that they make greater costlier investments in economic development or transportation.
The wide variation in benefit levels across states (as illustrated in Table 3) highlights the
difficulties some states will face. Under the AFDC program, the maximum annual benefit for
family of three ranged from $1,440 in Mississippi to $11,076 in Alaska. Nationally the cost of
- a part-time child care slot is $3,160 a year; a full-time, full-year slot costs $4,406. In 11 states
and territories the cost for part-time child care is greater than the welfare benefit. '

More than in its predecessor programs, TANF requires that states deal with special needs
populations. These include individuals who are substance abusers. as well as those who are
victims of domestic violence. Over a quarter of the AFDC caseload includes adults with
disabilities and, under prior law, these individuals were exempted from the training and work.
requirements of the JOBS program. States have never addressed preparing recipients with
disabilities for work including special case management, remedial services and accommodations,
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. ' CHANGE IN WELFARE CASELOADS wiL- G,w[&w[/ o
Total AFDC/TANF families and recipients -
293 Jan.94 Jan.95 Jan.96 Jan.97 percent(93-97)
. (millions) SR
Families 4.963 5053 493 - 4628  4.104 -17%
859,000 fewer families . o
Recipients -14.115 14.276 13.918 12.877 ~ 11.360 -20%

. 2,755,000 fewer recipients

Total AFDC/TANF recipients by State |
state ' Jan 93 Jan.94 Jan.85 Jan.96  Jan.97 percem(93-9'71

Alabama © 141,746 135,096 121,837 108,269 - 91,569 B -35%
Alaska 34 951 37,505 37.264 35,432 36,189 +4%
Arizona N 194,119 202,350 195,082 171,617 - 151,526 -22%
Arkansas - 73,982 70,563 65,325 56,223 54,751 26%
California 2.415,121 2,621,383 2,692,202 2648772 2.474.689 +2%
Colorado 123,308 118,081 110,742 - 99,739 87,074 -29%
Connecticut 160,102 . 164,265 170,719 161,736 155,578 : 3%
Delaware 27,652 . 29286 26,314 23,153 23,141 -10%
DC . 65,860 - 72,330 72,330 76,082 67,871 _+3%
Florida 701,842 689,135 657,313 575,553 478,329 -12%
Georgia 402,228 396,736 388,913 367,656 305,732 -24%
Hawaii - 54,511 60,975 - 65,207 66,690 65,312 ‘ +20%
Idaho 21,116 23,342 24,050 23,547 16,625 6%
[linois 685,508 709,969 710,032 663,212 599,629 . =13%5
Indiana 209,882 218,061 197,225 147,083 121,224 _ -A2%¢
[owa 160,943 - 110,639 103,108 91,727 - 78,076 . T23%
Kansas 87,525 &7,433 81,504 70,758 57,528 34 %
Kentucky 227.879 208,710 193,722 176,601 161,150 29%
Louisiana - 263,338 . 252,860 258,180 - 239247 © 206,582 -22%
Maire 67,836 65,006 60,973 56,319 51,031 | 25%
Maryland 221,338 219,863 227,887 .. 207,800 L 169,723 23%
Massachusetis 332,044 311,732 286,175 242,572 207,932 : 37%:;
Michigan 686,356 672,760 = 612,224 535,704 460,793 . ' -33%
Minnesota 191,526 189,615 167,949 171,916 159,855 -17% |
Mississippi 174,093 161,724 . 146,319 -+ 133,029 108,365 -38%
Missouri 259,039 262,073 259,595 238,052 208,132 -20%
Montana 34,848 35,415 34,313 32,557 26,294 , -25%
Nebraska 48,055 46,034 42,038 38,653 36,490 -24%
Nevada 34,6943 37,908 41,846 . 40,491 28.817 -18%
New Hampshire 28,972 30,386 28,671 24,519 20,627 : -29%
New Jersey 349,902 334,780 321,151 293 833 256,000 - 27%
New Mexico . 94,836 101,676 105,114 102,648 85,814 : 5%
New York 1,179,522 1,241,639 1,266,350 1,200,847 1,074,100 . 9%
North Carolina 331,633 334,451 317,836 282,080 252,564 24%
North Dakota 18,774 16,785 14,520 - 13,652 11,204 -37%
Ohio 720,476 691,099 629,719 552,304 518,595 28%
Oklahoma 146,454 © 133,152 127,336 110,498 87,144 -40%==
Oregon 117,656 116,390 107,610 92,182 66,919 -43 %,

Pennsylvania 604,701 615,581 . 611,215 553,148 483,625 - =20%



state

Rhode Island -
South Carolina
South Dakota
Tennessee
Texas

Ttah
Vermont
Virginia
Washington .
West Virginia
Wisconsin
Wyoming

Source: U.S. Dept. of Health & Human Services
Administration for Children and Famuilies

April 1997
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Jan. 83

61,116
151,026
20,254
320,709
785,271

53,172

28,961

194,212 .
286,258

119,916
241,098
18,271

Jan.94

62,737
143,883
19,413
302,608
796,348
50,657
28,095
194,939

292 608

115,376
230,621
16,740

DHES/ASPA

. -2- , _

Jan.95

62,407
133,567
17,652
281,982
765,460
47,472
27.716
189,493
290,940
107,668
214,404
15,434

Jan.96

 60:654

121,703

16,821
265,320
714,523

D 41,145

25,865
166,012
276,018

98.43%

184,209
13,531

Jan.97

54,588
97,146
114,050
194,860
625,376
35,442

- 23,515

135,908
263,792

68,600
123,758
10,117

wWooa

gcrccni{%-g'! )

1%
36%
.31%
39% |
20%
-33%
19%
30%

mS%ﬁ?



SPECIAL ANALYSIS '

State Variation in the Welfare Caseload Reduction

Statistical analysis shows that improving labor market conditions explain about half
of the nationwide welfare caseload reduction over the past few years (see Weekly
Economic Briefing, February 14, 1997). Federal waivers granted to states explain
a significant share of the remainder. The diversity of individual state experiences is
illustrated by the map on the following page.

The effect of a lower unemployment rate. A reduction in the unemployment‘rate

- was found in the statistical analysis to be associated with a decline in the fraction of

the population receiving welfare. This pattern held in many states, but not all.
Florida, Massachusetts, Michigan, and Oregon experienced a significant drop in the
unemployment rate and a substantial reduction in welfare ¢aseloads. California, New
York, and Pennsylvania, by contrast, saw little change in their welfare caseloads
despite a sharp drop in unemployment. Thus, changes in the unemployment rate
alone cannot explain the entire reduction in welfare caseloads.

The effect of Federal waivers. Waivers typically contain dozens of provisions
altering the rules for receiving welfare in a state. To conduct a statistical analysis,
it 1s.necessary to simplify by defining a small set of broad waiver categories and then
test for an impact on caseloads. Initial categories included time limits, family caps
(no additional payment for an additional child), and additional work and job search
requirements. Preliminary analysis indicated that time limits were the key waiver
and could explain roughly an additional quarter of the caseload reduction.

Subsequent and ongoing analysis done in cooperation with the Department of Health
and Human Services added additional categories of waivers. It shows that sanctions
reducing benefits for recipients who do not satisfy work and job search requirements
is actually the most important waiver category for explaining the reduction in welfare
caseloads. The threat of benefit cuts may motivate individuals to strengthen their
commitment to the labor force. Alternatively, it may increase the percetved stigma
associated with receiving benefits; this could reduce the willingness of current
recipients to remain on the rolls or of prospective recipients to apply for benefits.
Regardless, the new analysis based on a refined and extended set of waiver
categories continues ta show that waivers matter and can account for roughly another
quarter of the caseload reduction, over and above the half accounted for by an
improving economy.

Sanctions were in place in many of the states experiencing large reductions in
welfare caseloads, including Arizona, Michigan, North Carelina, and Texas. Still,
the relationship between sanctions and caseload reductions is not perfect. Missouri
and Washington saw little reduction in caseloads despite sanctions and a falling
unemployment rate. Other factors beyond what can be readily embodied in a
statistical analysis account for the rest of the caseload reduction.
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“I' think a fair reading of it would say about ha{f of this detline @1 welfare roﬂj
came from an improved economy and about half of it came fom intensified eﬁorts
to mave peaple from welfare to work. Now ] don't have any sclentific division. But .
anyway, there is some division.” President’sPres fegened; January 28, 1997

Ducingthe st four years agﬂ< C!in'hh’\ M nishacklon, from.,
Cma-lanuary 1993 gﬂvlanua

d 1997 the number of individuals recelvmg welfare
1003 meRken ,,,ﬁ{é share of the

12

million’,ﬁnew jobs over the period, and (2) Federal waivers, which al]owed@atcs to experiment Y3
with innovative ideas to help reduce welfare dependency. It is important to determme thc causes
of thls decline in llght of reoently enacted welfare reform legislation;that-comp s

contmued growth scems essentaal for further progress in movmg people from welfare to work
On the other hand, if federal waivers played a significant part, then continued efforts to. move
people from welfare to work are likely to lead to additional reductions. A statistical analysis
(described in the companion technical paper to this report) shows that 44 percent of the decline
- resulted from a falling unemployment rate associated with the economic expansion and 31 percent

rom)waivers (see Chaft)?’ Other unidentified factors (which could include other policy initiatives like
the 1993 increase in the Earned Income Tax Credit, the-expansrorrof child support enforcement, -and
the rise in federal and state spending on child care sigeedbIs), faccount for the remainder.
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WELFARE CASELOADS AND THE BUSINESS CYCLE

Welfare caseloads tend to fluctuate over the business cycle, rising when the economy moves
‘into recession and declining once a recovery is. underway and the economy is expanding. For
example, the proportion of the population receiving welfare fell dunng the expansion of the late 1970s
and rose as the economy went into recession in 1980 (see Figure 1). ' Between 1989 and 1993, the
proportion of the population receiving welfare shot vp 25 percent, reaching its highest level ever.
The recession of 1990-1991 and the weak labor market through 1992 certainly contributed to this
increase, hindering the efforts of those welfare recipients seeking work, One may be tempted to
argue that the subsequent decline between 1993 and 1996 simply reflected the normal return to -
work of welfare recipients who were unable to find jobs when the economy was weak.

It is unlikely-that the business cycle alone can account for the ‘entire decline in welfare
recipiency after 1993, however. The 1990-1991 recession was relatively mild; the annual
unemployment rate peaked at 7.5 percent in 1992, much lower than the peak rates in the 1974-75
and 1981-82 recessions. It seems improbable that a moderate recession would lead to such severe
swings in the rate of welfare receipt. Moreover, some states with large reductions in their
unemployment rate during this period did not experience big drops in their welfare caseload,
while other states saw a big drop in welfare receipt even though their unemployment decline was
moderate (Figure 2). For that reason it is important to look at the possible impact of changes in
welfare programs during that time. '

FEDERAL WELFARE WAIVERS

Aid to Families with Dependent Children (AFDC) was the Nation’s primary welfare
program until last year. The AFDC program was administered by the states, subject to Federal
requirements. Since 1962, the Secretary of Health and Human Services has had the authority to
waive some of these requirements if states proposed experimental or pilot program changes that
furthered the goals of the AFDC program. The Bush administration was the first to use this
authority extensively, especially in the last year. But the Clinton Administration expanded the
number of waivers dramatically after 1993 4 rarh no W WS’{'D a ,h»b«.P 0’6’ 43 s

Waivers granted to states to implemcnt experimental welfare policies gcnerallyr contained

a number of provisions that varied greatly in scope. Some were pilot programs that could not

have had much effect on the size of a state’s welfare caseload, Others-covere
bed WW’() fare P(ﬂ:,tﬂﬁ {o,—e Ta)
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"Two anomalous episodeé occurred as well. First, welfare recipiency declined sharply in 1982
despite a worsening economy. This was because policy changes enacted in the Omnibus Budget
Reconciliation Act of 1981 substantially reduced welfare eligibility. Second, the dramatic swing in
welfare recipiency between 1989 and 1996 was larger than nnght have been expected based on the
relatively mild 1990-91 recession.
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-« Termination time limits. States receiving this type of waiver were allowed to limit the
length of time recipients are allowed to collect benefits. Once that limit is reached,
- benefits are terminated. o

« Work requirement time Jimits. These waivers are similar to termination time limits, but

once the limit is reached, recipients are required to aobcp‘\/wofkfa’l’e"&obs or enter a

training program in exchange for their benefits.

* Reduced JOBS exemptions. The Job Opportunities and Basic Skills (JOBS) training
program, enacted in 1988, required a small share of the welfare caseload to participate in
work and/or training programs. Waivers were granted to some states to reduee=drastieatly
the share of the caseload empt:ﬁmm the program. Increds—=

7 Eur(ﬂl«m Purhm(,wuta e} :

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

. Family cap. Welfare benefits are scaled to family size and benefits normally increase
WS ““when a recipient hawk an extra child. Some states requested waivers to eliminate the
additional benefit for women who had a child while receiving welfare.

* Increased earnings disregard. F'or many recipients, a dollar in earnings led to almost
a dollar reduction in their welfare benefit, providing a disincentive to work. Some states
requested waivers to increase the amount of earnings that welfare recipients could keep.’
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The number of states with of thesc types-ofmeRyers. rose dramatlcally between 1993

and 1996 (Figure 3). _ Wit e e LT T had- o InDIT
~the-prewionevear, Some states that had experlenced large drops in welfare receipt are also states
that received waivers (Figure 2).

THE STATISTICAL ANALYSIS

Several factors besides economic conditions and waivers are likely to affect the rate of
welfare receipt. /An increase in female-headed families will tend to increase this rate because the
welfare system strongly favors single mothers with children. - The generosity of welfare benefits
should also affect the number of poor individuals who seek benefits. Other important
determinants include labor market returns for less-skilled workers, national changes in welfare
policy, and cultural attitudes towards welfare receipt, among others. These factors may be
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correlated and the task of a statistical analysis is to disentangle the separate effects of these factors
to identify causal relationships between each of them and welfare receipt.

The exercise reported here uses state-level data from 1976 through 1996 to determine the
independent contributions of economic growth (measured by the change in the unemployment rate)
and approved state waivers to the recent decline in welfare receipt. The use of state level data
allows us to control for changes that affect welfare receipt across the entire country at a point in
time, such as national changes in welfare policy. The relationship between, say, economic
conditions and the rate of welfare receipt can still be identified because recessions tend to be
worse in some parts of the country than in others and could lead to differences across states in
patterns of welfare receipt. The use of data over several years allows us to control for long-run
differences in welfare receipt that exist across states. The relationship between, say, waivers and
welfare receipt can be-gbserved by following changes in welfare receipt within a state before and
after the waiver. Using techniques like these, a statistical analysis can estimate the effects of
economic activity and waivers on the size of the welfare rolls holding other things that affect
welfare receipt constant.  H oweuer; Such tedhini gao not g
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o
@;‘f‘_ﬁv\ - Figure 4 presents a comparison of New York and New Jersey. It is intended to provide
~* =7\ some intuition for the statistical methodology and the manner in which the effects of waivers are

estimated separately from economic activity and other potential confounding factors. It should
not be considered a rigorous test. The figure plots the difference between the two states’
unemployment rates and the difference in the proportion of the population on welfare between
the two states. Taking the difference between the two states in each year controls for any factors
that affect both states simultaneously (notice, for instance, the lack of cyclicality in the difference
in unemployment rates). Between 1984 and 1992, the difference in the proportion of the
population on welfare was relatively constant, with perhaps a slight downward drift. But between
fiscal years 1992 and 1994, the welfare rolls fell considerably in New Jersey compared to New

~ York. This shift cannot be attributed to business-cycle differences, because the difference in
unemployment rates stayed roughly constant over time. In 1992, however, New Jersey was
awarded a major statewide waiver. The timing of this waiver and the lack of change in relative
unemployment rates in the two states points to the waiver as responsible for the caseload
reduction. The full statistical analysis uses this sort of approach to identify the effects of both
waivers and economic activity on the rate of welfare receipt in all states over time,

THE TIMING OF THE WELFARE CASELOAD RESPONSE
A number of other tests were conducted.to explore more complicated relationships between

economic activity, watvers, and the welfare caseload, in particular the possibility that impacts
might not be contemporaneous with changes in unemployment or implementation of waivers:

4
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» Delayed responses. Changes in unemployment may affect the welfare caseload only after

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

* Advance responses. Waiver policies may have some effect on the welfare caseload even
before the waiver is actually approved. This effect could occur if publicity regarding the
new proposed policies led potential welfare recipients to seek work harder than they may

- have otherwise or because they chose not to apply for benefits, concerned that they may
* be treated more harshly by welfare officials.

R_ESU LTS

'I’he results of this analysis indicates a strong relationship between the welfare caseload and
both economic activity and Federal welfare waivers.

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

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

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

+ Overall, 44 percent of the caseload decline could be attributed to c_economic growth, 31
percent was relaied to federal welfare waivers, with the remainder due to other,
unidentified factors.

DISCUSSION

These findings say nothing about the outcomes for those individuals who otherwise would
have collected benefits had waivers not been granted. Additional research that can determine how
individuals fare under the alternative waiver provisions, rather than an aggregate analysis
examining the statewide caseload, is clearly desirable to help address this issue,
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| | Figure 2 | _
Reduction in Welfare Recipients and Unemployment Rate
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o Figure 3
Number of Approved Statewide Waivers
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“I think a fair reading bf it would say about half of this decline En welfare rol@

came from an impréved economy and about hdlf of it came from intensified efforts

fo move people from welfare to work. Now { don'’t have any‘séientiﬁc division. But
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anyway, there is some division.” President's-Bress-Lanfagence, January 28, 1997
Durinoa,%e{{rs’\ fouryearsof the C“n%ﬁh H‘cﬁ‘rﬂin\s‘*ﬂv‘ﬁdm from
/\.Bet-wwn January 1993 &January ,ﬂ 1997, the number of individuals receiving welfare
a0 or 9, }SS poo recaplen‘f's

benefits fely\/&m’- HFrhyE=berw 5933
Derest-te=4=-poreent, Thee declineg reprﬁsex},iS the

largest since the federal welfare system began in the 1930s.

papaiation-receiviney

Two potentié] factors that may have contributed to the dramatic decline in the welfare rolls
over the period are economic growth and federal welfare waivers. First, the recession of 1990-
1991 may have hindered the efforts of those welfare recipients seeking work; as the labor market

. 1:9 5 upp 5{1?00{"” 172 m‘l!\{mwﬁe{q%ﬂ ;Qqsﬂiqq})
bécame more robusS afterzbF2- these individuals may have found jobs more easily and left the

welfare rolls. Second, over this period federal waivers granted to states to cxperiment with

innovative approaches to ending welfare dependence may have also played a role. These waivers,

uimc,l-\ Jrh cwm kﬂm-mghﬁ?hma.@fanw 45 43 shaks 943 h (99 %,

A 5, mcluded provisions that require work and/or

training, sanctions for those who do not comply with these requ1rements-,, and limits on the
duration of benefit receipt, among other things.

It is particularly important to determine the causes of-this decline in light of recently

enacted welfare reform legislation that completely overhauls the systém of providing aid to the

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

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

Kk i ——— — *
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federal waivers played a significant part, then ‘continued efforts along'&em lines are likely to iead
to additional reductions.

This paper wi;l examine the recent decline in receipt of wélfare benefits and provide
estimates of the contributionlmade by economic growth and waivers. State-level data from l1976~
1996 are used in the analysis. The statistical methodology employed controls for differences in the
rate of welfare receipt across states that are roughly constant over Itime, differences over t..imé that
are constant across statgs, and gradual trends over time that may differ betwéen states. This Iappréat_:h
allows us to identify the effects 6f economic gr-owth and vgaiﬁers on welfare”_ receipt assuming that all
of these other factors that potentially affect the welfare feceipt. had not changed. The results indiéate’
that 44 percent of the decline can be attributed to economic growth and 31 percent is relatea 1o
waivers, particularly those thét sanction recij}ients who do not comply with work requirementég}ther
unidentified factors (wfmich could include other policy initiatives like the 1993 increase in the Eamed
Income Tax Credit, th«twn of child support enforcement, @@/the rise in federal and state

-

spending on child carg simes=4993), account for the remainder. r
D dinid parhad g’-?b welfige (ofse WASECS Lo hich wes ngt
Vo il fed in e shuhiohoad mgaes

WELFARE RECEIPT AND THE BUSINESS CYCLE

Figure 1 displays the pattern of the unemployment rate and the share of the population
receiving welfare benefits between 1976 and 1996. .T.he expansion of the late 1970s is reflected in
a declining share of the population reqéiving welfare over that period. As the economy fell into a
recession in 1980-81, welfare rolls began to increase. However, the massive recession of 1981-82

actually coincided with a decline in the rate of welfare recipienéy.. The cause of this paradox rests

in the Omnibus Budget Reconciliation Act of 1981 (OBRA 1981), which reduced AFDC eligibility

(r et /jr‘ .
. f# [(,452 _g:hu,-jr—,;o-{--;,;(;#. a8y ,r_)f"H'G’h iy 2 0nm (}'_f,v.ﬁ}x. | of f’j«l(‘c.uihu—f Sum m:f’ﬂ? 1
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at exactly the time when one mfght have expected 1o see a large increase in receipt of AFDC
benefits. Perlhaps because those who otherwise would havé entered the welfare rolls - were
prevented from doing so in that tecession, the extended recovery of 1983-1989 apparently had.
little é%fect an the welfare rollls.

The recession of 1990-91 had a dramatid iqipact on the rate of we!fare receipt; the share
of the population feceiving Qelfaré rose 25 percent between 1989 aﬁd 1993 to its highest level
ever. Given the la;ge increase during that_recessiori, the decliné in the rate of benefit receipt -
between 1993 and 1996 may ﬁave reflected -a return to work of welfare recipients who were
unable to find jobs during bad times. But the 1990-01 recession was relativel'y mild, with a peak

.unemploymén't_rate of 7.5 percent in 1992, much lower than the beak rates in the 1974-7,53:1(_1
1981-82 recéssions._ It seems improbable that a moderate recession wouid lead to such severe
swings in the rate of welfare receipi.

Moreover, geographic variation in changes in the unemployment rate and the rate of
welfa;e recipiency; indicates that other factors beyond economic growth prosabiy contributed to
the reduction in the rolls; Figure 2 displays the reduction in the share of the population recetving
AFDC and the reduction in the unexﬁploymcnt rate in each state between 1993 and 1996. It shows
that the correlation between reductions in_uné_mployment aqd welfare receipt is not perfect. For
ﬁnstance between fiscal years 1993 and 1996 the unemployment rate in Pennsylvania fell by more

_ than the national average of 1.6 percent, yet the declme in the share of the state’s population
receiving welfare was smaller than the average, In contrast, Tennessee experienced a 20 percent
drop in welfare recefpt over the period e;'cn though it experienced a beldw average drop in its

unemployment rate,
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" WAIVERS
The other distinguisﬂing feature of the 1953—1996 period is the substantial increase in
federal waivers granted to states to implement new and innovative welfare policies. The AFDC
program was administered by states, but was subject to fedcrﬁl requirements. Since 1962, the
Secfctary of Health and Human Serviceé had the ability to waive some of these reqﬁiremcnts if
states propo.se experimental or pilot proglramr'natic changes that furtliered the goals of the AFDC
system. The Reagan Administration made S-Oﬂlf; use of this authority, granting a limited number
of waivers that Ie'ither affected a very small share of a state's caseload or were superseded by
national legislative changes.' T_he Bush Adminiétration granted more waivers-affecting larger
numbers of individuals within a state, pamcularly in its last year or so. Since 1993, however,
) L _ _ ) aflowing Y3 states
the Clinton Administration has used waiver authority extenswel&es.nmt—ua%e&-h&»@mn%dﬁ

to experiment in some way with their welfare programs.

This analysis focuses on six major types of waiver provisions that were implemented in most,

— =g
F=|
if not all, of @ular state) Some waivers only a—&% to pilot sites, such as a few counties,

restricting the magnitude of any effect on the state’s caseload. In addition, most state waivers include
a multitude of provisions that affect few individuals and are unlikely to have a substantial impact on
the overall rate of welfare receipt. The six types of waivers considered here are termination and work

requlrement time limits, reduced JOBS (Job Opportunities and Basic Skills) exemptions, {mcreased ‘
The exclus i om of parhat S chils aiers

JOBS sanctions, family caps, and increased earnin fs d1sregards ,The data appendix describes each

inThe mocQo)? means thadtany effect o SWCA Wh evs Mcm/i b Shown ae 1 gthe,
type of waiver and identifies the dates that each statewide waiver was approved. yn; Jent: an:f frefors, !

'Bécause of this, the analysis that follows only examines the effect of watvers approved
during the Bush and Ciinton Administrations.
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neffed  yeals
Flgure 3 displays the number of major statewide waivers appeesed in ﬁscal/\1993 and 1996.

%\{ The endoh F\g/,-,hf*‘r,v :
‘&1_1993 _ten such waivers had been approved the most common form was an increase in the earmngs
disregard. If this type of watver has any effect on the welfare rolls in the short-run, it would increase
. welfare recipiency because it increases the number of low-earnings workers eligible for benefits. By
fiscal 1‘996, however, 35 states were granted major, statewide waivers.’ Sanctions imposed upon
workers who did not live up.to their work or job search requirements are the most common.l Because
these and most of the-other types of major waivers wo_uld be predicted 10 reduce the likelihood of-
benefit receipt, 'thelir expansion over the 1993-1996 period may have hélped reduce the welfare rolls
beyond that brought about by economic growth.? |
The map in Figure 2 also. shows the states that have implemented major, statewide waivers.
Some states that have experienced !afge drops in therr welfare rolls withbut a large drop in
unemployment, like Ten;-xessee, have also received waivers. -In contrast, other states in which
unemployment has fallen considerably, but in which large drops in welfare rolls have not occurred,

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

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

*Since 1993, 43 states have received wawers, but some of them applled to a smali share
of the state. ‘ -

3Mofﬁtt (1996) has argued that the JOBS program (and, by implication, an extension of
the JOBS program) may provide incentives for some to participate in welfare programs so that
they can receive the potential benefits of these policies and could lead to an increase in the
caseload.
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DATA AND DESCRIPTIVE STATISTIC;S

- This analysis émploys. state-level data between the 1976 and 1996 fiscal years on the s'hart;
of the population receiving AFDC benefits, maximum AFDC benefits for a three;pefson family, the
unemployment fate, and.approved major statewide \,\rau'.vers.4 Descriptive staﬁstics for 1993 and 1996 .
~ are reported in Table 1, separately for those state§ with and without approved waiQers. Columns 1
and 2 indicate that the share of the population receiﬁng AFDC in “nonwaiver st_ates’; fell 0.6
percentage points, lﬁ*onT.iS.'o‘ to 4.7 percent. The fall in AFDC rﬁpiency was larger in “waiver stafes”;
the share fell 0.8 percentage points, from 5.5 t0 4.7 percent in these states.® The unemployment rates

in the two sets of states is virtually identical in these years, indicating that the larger fall in the welfare

rolls in waiver states cannot be attributed to better economic conditions.® Although AFDC benefits

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

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

* This analysis uses the unemployment rate in each state and fiscal year. Because state level
unemployment data have only been available since 1976, the 1976 fiscal year unemployment rate
is measured just for the last three quarters (January through September) of that fiscal year. Other
measures of unemployment may be more appropriate for this analysis. For instance, a measure
of unemployment for younger women may better represent the labor market opportunities of
potential welfare recipients,- This measure may be somewhat endogenous, however, because

6
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are more generous in nonwaiver states, real benefits have declined at roughly thé same rate in both
sets of states ov'gr the time span. o

Other factors besides unemployment and beneﬁt.generosity may bel-related to diﬂ"erence_s n
the relative size of the welfare rolls across states. In particular, the categorical nature of the AFDC
program that mainly provided benefits to low-income unmarried mothers and their children suggests
that the extent of ijoverty and the share of households headed by women may also matter.
Unfortunately, qb;ajnirig reliable estimates of these measures by state i§ hampered by small sample
sizes in the main source of household data, the Current Population Survey. Res_éarch concemed with
trends across states in vari.ablés such as these generally rely on Census data that are only available
every 10 years.

The lower block of Table 1 presents poverty rates and the share of households headed by
women from the 1980 and 1990 Censuses by waiver status in 19967 These statistics can highlight
whether any long-term trends across states could influence a stﬁtisticz;l analyéis of welfare rec‘eiplt_
In both types of states both measures have been i mcreasmg over time, but increases were iaroer n

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

percentage points in waiver states and nonwaiver states, respectively. If these differential trends

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

to nonwaiver states because a smaller relative share of the population would be categorically eligible

changes that affect the labor supply of welfare recipients will to some-exten‘t, also affect the

unemployment rate of younger women. Therefore, one might want to use the prime-age male
unemployment rate because it does not suffer from this sort of endogeneity. Unfortunately,
neither of these alternative measures are avallable on a state/year basis.

\

"Gabe (1992) argues that the growth in neverwm'arried female-headed families are largely
responsible for the increase in welfare caseloads between 1987 and 1991,

v
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for benefits. These trends would bias an analysis of the effects of waivers on welfare receipt towards

the finding that waivers matter. Controls for these trends need to be included in the statistical analysis

to remove this form of bias,

METHODOLOGY
To estimate the effect of economic conditions and federal waiver policy on the size of the
welfare rolls, we estifated multivariaté models of the natural log of the share of the population

receiving welfare in a state/year.® Specifically, we estimate OLS regréssion models of the form:’
ln Rs! = Ust B] + Wsl BZ + h’l Bsr. Bj + Ya + Yl + est ’ | . (}')
InR, =U,P, + Wy P, +InB,f; +v, + v, + trend*y, + €, (2)

where R represents the share of the population receiving AFDC, U is the unemployment rate, W
is an indicator variable for welfare waiver status, B represents maximum AFDC benefits for a
two-person family, s indexes states, t indexes time, v, and vy, ref)rescnt state and year fixed effects,

and € represents a residual. Year f{ixed effects capture time varying factors that affect all states

*Another measure of welfare receipt that could be used as the dependent variable for this
analysis is the number of families, or cases, receiving benefits. Patterns in the welfare caseload
over time may differ across states as the number of child only cases has proliferated at differential
rates. All of the models reported below have also been estimated using the log of the welfare
caseload as the dependent variable and mainly find similar results. The main difference is that
JOBS sanctions apparently have a larger effect on recipients than on cases. This is consistent with
the fact that many of these waivers only sanction the parent and maintain benefits for the chlidren
so that the case remains open even though the number of recipients fell.

- *These regressions are wei ighted by the state populanon in each year to yield parameter
estimates that are representatlve of the entire country

8
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in a given year. Such factors may inclpde changes in welfare policy (like OBRA 1981), other
changes in policies targeted at low-income individuals (Iiké the Eafned Income Tax Credit), or
o cﬁangcs in ﬁationa] attitudes regarding welfare receipt that may have been linked to the welfare
reform debate.'” This statistical approach incorpdratcs the contribution of factors like these,
‘ .although @e do not spe;iﬁcally identify the effects of each.one on the rate of welfare receipt.
- Similarly, state fixed effects control for lirne_: invariant differences. across States, such as
differences in industrial composition that may affect less—skilled workers or atﬁfudes towards
wclfare.recipients. | |
, | As shown earlier, it is also possible that change§ over time .in otherwise unmeasured factors
that differ across states, like female-headed households, may be occurring. To control fﬁlly for
these differences would require including the interaction of state and year fixed effects.
Unfortunately, a model including these interactions is under-identified. As an alternative, we
include a vector of interactions between a time trend and state fixed effects '\NhiCh will account for
cross-state differences that are changing linearly. | If differences across states over time are
nonlinear they will not be captured by these trends and, if these differen(_:es are correlated with

waiver awards, the estimated effect of waivers on the rate of welfare receipt will be biased."

"Previous studies of the welfare caseload that use national time series data (CBQO; 1993)
have difficulty controlling for this typé of pattern in the data. The results presented in Moffitt
(1987) imply that it is important to control for such “structural shifts.”

"Although few candidates for such changes are readily apparent, one possibility may be
the growth in income inequalify since the late 1970s, documented in the Economic Report of the
President (1997). Blank and Card (1993). show that the rate of growth in inequality has not been
constant and has varied across regions of the country; if these differences occur across states and
are correlated with waiver policies they may introduce a bias in the results reported here. Future
research should investigate this possibility in more detail. - ' |

9
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"Figu presents a comparison of New York and New Jersey that is intended to provide |

some intuition for thé statistical methodology and the manner in which the effects of waivers are .
estimated separately from economic acti\;ity Iand other potehtial confounding factors. It sh>ouI.d‘
not be considered a rigorous test. The figure plots the difference between the two states in the
'unemploymeht rate and the share of the population receiving AFDC between 1984 and 1996,
Taking the difference between the two states in each year controls for any differcj:nces'tha_t affect
both states sirhultaﬁ%usly (notic_e, for instance, the lack of cyélicality in- the difference in
unemployment rates). The unemploy'ment rate is generally a little higﬁer in New York than in
New Jersey, but that difference is roughly constant over time.'? The state fixed effects in the |
models are included to hold constant this kind of difference across states that does not change over
time.

Between 1984 and 1992, the difference in the share of the population receiving welfare was
relaﬁvely constant, pechaps drifting downward slightly. But between fiscal years 1992 and 1994,
the welfare‘rorlls fell considerably in New Jersey compéred to New York, a drop that canﬁot be
explained by differences.in unemployment. In July of 1992, three-quarters of the way through
the 1992 fiscal year, a major statewide waiver was approved for New Jersey; no such change
occurred in New York’s welfare policy around this time. Therefore, one might conclude from

this comparison that the waiver approval was causally related to the reduction in welfare receipt.

This difference is actally trending upward slightly. The slow convergence in
unemployment actually indicates that welfare receipt should be rising in New Jersey relative to
New York. Although the unemployment rate is included in the regression models specified in
equations (1) and (2), the state-specific trend term is also included in (2) to control for this sort
of change over time in other variables.

10
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It is interesting to note, howevef, that this-change océurred very quickly after the waiver
was apprdved. In fact, rdughly half the reduction is observed in fiscal year 199? even though no-
pbﬁc;y differencés existed between the two states for most of the year. This pattern indicétes that
waiver policies may have some effect on the welfarc-rolls even before the waiver is actually
approved. This effect could occur if publicity regarding the néw pfoposed policies led potential
welfare recipients to engage in more active job search than they may have otberwiée or if potential
recipients cﬁosc not to:apply for benefits, concerned t_hat they might be treated more harshly by
welfare ofﬁcizﬂs. The stalistica.l analysis conducted é.nd reported below will expliciﬂy focus on

the timing of the effects of waivers.

RESULTS REGARDING WELFARE RECIPIENCY

Table 2 presents estimates from different statistical specifications based upon the regression
models represented by equations (1) and (2). In column 1, the model does not include state- |
specific linear trends and provides a baseline set of estimates to identify the effect of including
these trends. In this model, the unemployment rate i§ shown to affect significantly the rate Ic)f
welfare r@ccipt‘; a one percentage point increase in the unemployment rate incfeases the rate of
welfare receipt by almﬁst 5 percent.” States that were granted any major, statewide waiver had

"almost a 10 percent fall in the share of the population receiving welfare, based on estimates in this

" Additional measures of cyclical activity besides the unemployment rate may have a
significant effect on welfare receipt. Preliminary estimates using the rate of employment growth
within states over time, however, added no additional explanatory pewer in models that also
included lags of the unemployment rate.

11
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model.® Finaily, benefit generlosity is shown.t(.:u 'I'Jc' signiﬁca;ntly‘positively related to AFDC
receipt; the sha:e of th_e' popix_l%tion‘ receiving benefits inﬁreases by .3 ..2 peréent for every 10 pé;cent
increase in maximum rﬁonﬂﬂy benefit payments.. |

Column 2 presents estimateg of the same speciﬁcationl e_xc.ept‘that _stzit&speciﬁc _lineaf -
trends are incl.uded.- Omitting these trends will introduce bias if the? are cotrelated with tﬁe rate
of wel_fare recipiency and any of the 6t_her eﬁcplanatory variables. E_stimates.prcsented heré
' indicate that these cpn"ditions are present. As illu_stm'téd in Table 1, trends in factors llike female-
heade(i_houséholds .and poyert_lyl' rates across states are correlated with \;rﬁi\?er status and ignoring -
these trends biases thg effe‘ct of waivers towairds_ finding a'larger impact. Th;a estimated effeét of
.intrc;du'cing a major, statewide 'wai‘ver is shown to fall from 9.4 'percent in column 1 to 5 .8l.pérceht
in cqiumn 2. The ésti.mated fespoh;}iveness of welfare'rééeipt to une'mpldyment is als;a smaller
in this speciﬁcation. |

Oi_le surprising _ﬁnding}i in &ﬁs specification is that mo-re generdus benefits are estimated té
reduce the welfare rolls, although this effeci is not Signiﬁcantly different. from zero. 'This

finding is counterintuitive and is the result of the statistical procedure that has absorbed a’

* "One alternative to a causal interpretation of this finding is that those states which
implemented waivers were among the ones that experienced the most dramatic run-up in their
welfare rolls in the late 1980s and early 1990s. This trend may have inspired the waiver request
- and mean reversion may be responsible for the subsequent decline in the rate of welfare receipt
relative. to other states, Tests of: this hypothesis, however, indicate that waiver states did not

- experlence a larger than average increase in their welfare rolls betwecn 1989 and 1993.

It is possible that this result s dnven by a sort of policy endogenelty where the sharp
changes that occur in benefit levels do so in response to swelling welfare rolls, prov1d1ng a
negative relationship between these variables. Benefit cuts in California in the early 1990s that
occurred as: cascloads were rising in that state may be an example of thlS endogeneity.

12
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significant share of the fariability n fhe data. In a model with state and year fixed effects and
state-specific linear trends, the only type of variation that can provide stati;tica]_ identification are
those resulting from sharp changes within Ia state over time in the respective variables. Chﬁnges
like this are rexactly what are observed in variables like unemployment and,' particularly, in
indicator variables like those representing wéiyer status‘. AFDC benefits generally exhibit little
of this sort of behévior; typically benefit increases are small and benefit cuts largely occur as
'mflatioﬁ slowly erodes the purchasing power of the benefit, Therefore, with little variation left
to identify the effect of changing AFDC benefit levels, its estimated effect becomes less robust. -
This becomes Qlear in the subsequent model speciﬁcatioﬁs reported in this table where an increase
in AFDC benefits is estimated to increase welfare recéipt, although some of these effects are only .
marginatly statistically significant. In essence, these results indicate that the methodology
employed here is not a particularly powerful one to determine the effects of the generosity of
AFDC benefits on the level of welfare réceipt.

Estimates in column 3 are obtained from a model that includes a one-year lagged measure
of the uneﬁlployment rate within a state, providing a more-ﬂexibl.e speciﬁcaﬁon of the timing of
th;a response in welfare receipt to economic conditions. Lagged unemployment may be related
to welfare receipt if, for instance, the onset of a recéssion leads those low-inmcome workers who
lose their jobs to spend some time. looking for a new one while drawirig down their limited assets
before applying for welfare. As a recession ends, these typicélly less-skilled workers may be the
last ones hired. VE.vide'nce appears to support this intuition as lagged unemployment 1s strongly
related to the share of the popu'lati(?n receiving welfare. To i.nterpret these findings, conéider a
one percentage point increase in the uner;rp;loyment r::ﬁlte thz_it lasts for two years. 1In the second

13
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year, the share of the population receiving welfare will be 4 p'erc_ent largef {because the
coefficients on the two unemployment measures are summed). States awarded-a major statéwide
waiver are esﬁmated to experience a 3.2 percent d&;cliﬁc in welfare recipiency in this model.

So far, ‘waivers have been aggregated into a simple indicator variable that measures
‘whether any waiver had been appfdved. Column 4 presénts es_tiﬁiates of the éffeﬁts of each of the
| $iX ﬁajor types of waivers studied in this analfsis on the rate of welfare receipt. In this model,
the only type of waivés that significantly affects the extent of welfare recéipt is JOBS sanctions.'®
This type of waiver is estimated to reduce the share of the population receivin g welfare benefits
by almost 10 percent. Disaggregation of fhe waiver categoriés did not substantially Change the
estimated 1impact of an increase in unemployment. |

One potential shortcoming of the model preslented in column 4 is that many waivers
included several of the different tyi)es all at once, limiting the ability of the statistical analysis to
separately identify their effects. Column 5 presen;s estimates of 2 more parsimonious model that
includes whether the staté received any major statewide waiver and whe;her that waiver included
JOBS sanctions. In this Speciﬁcation as well, no other type of waiver 1s shown to have a
significant effect on welfare fcceipt besides JOBS _sanétions. .Again, the responsiveness of the-
welfare rolls to the bﬁsiness cycle is relatively unaffected by the changes in waiver specification.

The analysis reported so far has restricted the effect of waivelrs to be observed no sooner than

the time the waiver was approved. This restriction does not allow for the possibility that the waiver

"*This finding is consistent with Pavetti and Duke (1995). Termination time limit waivers
are also estimated to reduce the rate of welfare recelpt but the esnmated effect is only statisticaily
significant at the 10 percent level, : :

14
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application process, the publicity surrounding it, and potential changes in case wesksrsbehavior and

attitudes may provide a signal to potenﬁd recipients that the environment in which the welfare system
operates is about to change. It may lead some individuals contemplating applying for beneﬁt§ to find
other sources of income support, whether from Qork or elsewhere. This possibility is colnsidered in
“‘column 6, where the presencé of any statewide waiver and those inciuding' a sanction provision are
included in the model at the time the waiver was épproved and, in separate yariables, a yéar before
the waiver was approved (a “léad").

'Esthnatés of models including leads of the waiver measures are reported in Column 6 of Table
2. The “threat effect” of applying for a waiver does appear to reduce the number of individuals who
receive bé:neﬁts the year before the wajvér is approved; the sharé of the population receiving welfare
15 estirﬁated to fall by 6.3 percent in that year. In .the “follovﬁng year no additional reduction is
observed. On the other hand, the effect of waivers that include JOBS sanctions is not observed until
the year such a waiver is approved.

The results reported in Table 2 can be used to estimate the share of the reciuction in welfare‘
receipt between i993 and 1996 that can be attributed to economic growth ‘and federal welfare
\'wajvers granted to states. The product of the estimz;ted parameters for, say, unemployment and its
lag and the respective changes in unemployment in each state between 1993 and 1996 provides an
estimate of the predicted change in welfare recipiency over the period based solely on changes, in
~unemployment. The ratio of the predicted change to the actual change indicates the share of the

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

15
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extent to which waivers contributed to the decline in the welfare rolls. Other unidentified factors
would be responsible for the difference remaining after adding these two effects."”

Table 3 presents the results of this exercise for several of the statistical specifications reported

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

economic expansion contributed about 44 percent towards the decline in welfare recipiency in models

£ Waivers accounted for roughly

that included both cont;:mporaneous and lagged unemploymen
15 to 20 percent of th‘é decline in models that ignore the potential effects of dn imbending waiver
grant. Once these effects are includ_ed (Column 6 of Table 2), estimates indicate that waivers 'can
explain 31 percent of the decline in thé share pf the population receiving welfare. Inathis model, other

unidentified factors explain an additional 25 percent.

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

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

somewhat surprising given the relatively mild recession in the penod. The estimates provided.here
reinforce the mystery; changes in unemployment can only explain about 30 percent of the rise in

welfare rolls. Waivers were relatively new by 1993 and are found to have very little impact on the

“Simply subtracting the sum of the two effects from 100 only indicates the contribution
of other factors if no interaction between changes in unemployment and waiver policy on welfare
receipt occurs. It may be the case, for example, that waiver policies are more effective in states
with low unemployment rates. Models that incorporated this possibility were also estimated but

the results indicated that the interaction between unemployment and waivers was not statistically

significantly different from zero at conventional significance levels.

**Based on estimates from a model of the duration of welfare spells and permanent changes
in labor market conditions, Hoynes (1996) estimates that a typical economic expansion would
result in an 8 to 10 percent reduction in the welfare caseload. This estimate is somewhat higher
than the findings presented here and the difference is consistent with the fact that the current
expansion is ongoing and, therefore, does not represent a permanent change in labor market
conditions.

16
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share of the population receiving welfare; they are predicted actually to lead to a decline. That |eaves
roughly 70 percent of the rise unexplained by this statistical a.na,lysis._' _f)ther forces that are more

difficult to quantify must have been changing over this period, contributing to the increase.

1

DISCUSSION

The ﬁndinés presented. i this péper indicate that a robust economy and federal waivers
aﬂowing states to experirnen; with new welfare policies‘have_ both made large coﬁtn’bﬁtions towards
| reducing the rate of welfare receiﬁt. The estimatés proﬁdéd l'lere'suggest that 44 percent of the
decline in welfare receipt between 1993 and 1996 may be attributed to the falling unemployment rate
and 31 percent can b;a attributed to the waivefs. The remaining share of the decline remains
unaccounted in the methodology employed here. |

The methodplogy elmployed in this analysis poses two p;oblemé ih interpreting these results.
First, it is possible that the estimated effect of waivers on AFDC receipt may be capturing the
tendency for states with shrinking welfare rolls to be the ones most vﬁlling to expeﬁment with the éort
of waiver pblicies exarﬁined here.'””  Another shdrtcoming of this researéh i that it cannot determine
the outcomes for those individuals who otherwise \;vould haye collected benefits had waivers not been
granted. Additional research that can determine how individuals fare under the alternative waiver
provistons, rather than an aggregate analysis examirﬁng the share; of the population receiving welfare,

is clearly desirable to help address this issue.

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

17
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DATA APPENDIX: DEFINING AND CODING WELFARE WAIVERS

Most waivers awarded to states include a multitude of provisions that vary in the degree of
their implications. Some affect the entire caseload while others affect a very small segment, like those
that were introduced in pilot sites, such as a few counties. Some contain generally standard

provisions while others are more complicated and require some judgement in categorizing them. In

this paper, six majortypes of waivers that were implemented in most, if not all, of th

considered. This appendix will proﬁde some bac'kground regafding each of these different types of

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

Termination and Work-Requirement Time Limits. Under AFDC, families were entitled to
receive benefits as long as they met the eligibility requirerﬁents; states could only impose a time limit
on the duration of benefit receipt if they were granted a waiver. Several states received such a waiver
to implement to two main types of time limits. Temﬂnaﬁén time limits result in the loss of bénefits
for the entire family lor just for the adult members, depending on the individual state’s plan. While
most étates set a limit of 24 months or so for all recipieﬁts, other states had varniable time limits. For
example, Iowa’s plan called for recipients to develop a seif-‘sufﬁciency plan which inc]uded
individually-bésed time limits, and Texas limited bene.ﬁts to 12, 24, or 36 months depénding on the
~ recipient’s education and work expf;ﬁenc‘;:. Tlinois provides an example of a state that contained this
type of waiver provision but that is not coded as such here because it applied to a small -fraction of

the recipients (those with no children under age 13).

19



DRAFT . o : PRELIMINARY & CLOSE HOLD
FOR OFFICIAL USE ONLY e - Aprit 4, 1997

Work requirement time limit Wai_vefs continue to provide beneﬁt§ to adult recipients who
reach the t'uﬁe fimit as lbng as they coﬁply with mandatory w_ork requirements. For example,
Massachusetts requires recipients unemployed after 60 days of AFDC feceipt to do community
service and job search to eam a cash “subsidy.” California réquiresindividuals who received AFDC
for 22 of the previoué 24 months to participate in a community service program for 100 hours per
morith, New Ham;ﬁshire alternates 26 weeks each of job search and work-relafed activities for
recipients. West Virginia’s plan only requires participation in its work experience progrém by one
parent in two-parent AFDC-UP cases, which are 2 small share of the total caseload, so it is not codéd
as a work-requirement time limit.

Some time limit waivéré contain more complicated provisions that make'them difficult to
code. For instance, Delawaré réquires “employable” adults to participate in a pay-for-performance
work experience program after receiving benefits for 24 months; after 24 months of program

-participation, the family completely loses cash benefits. Time limits with provisions'such as this have
been coded as containing both tenﬁination and work requirement provisions. Washington’s plan is
a grant-reduction ti;ne limit, subtracting 10 percent of the benefit for those who have received benefits
for 48 of 60 months, then 10 percent. for every 12 mbnths thereafter. Because the time frame before

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

Family Caps. Under AFDC, a farniifs benefit level depended upon its size, so if a recipient had a
baby the grant amount rose. Family cap waivers allowed states to- eliminate or reduce the increase
in benefits when an additional child was born. A few states, like South Carolina, provide vouchers

for goods and services worth up to the amount of the denied benefit increase. Others allow child
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support collected for the additional child to be excluded from AFDC income calculation, All I'family
_cap waivers except New Jersey’s exempt children conceived as a result of rape or incest frc;m the
family cap. Several statés,.such as_Wisconsin, Massachusetts and Hliﬁbis, specify that a child born
or conceiyéd :eiﬂer a family no longer rcceives_ AFDC can be dem’gd benefits if the famiiy returns to

. AFDC.-

JOBS Exemptions@ne Job Opportunities and Basic Skills Training Program (JOBS), part ﬁf the

1988 Family Support Act, provides educati;)n, tr:aining and work exﬁedence activities to AFDC

reciptents who did not fall into one of the exemption categories. The exemption categories were .
rather large, however. For instance, parenis with éhildren under age 3 wefg exempt and those with |
children under age 6 could only be required to particiﬁate if the state gUafanteed child care. Some
states requested a waiver to narrow the exemptibp 'criterié. The most commonly requested wéiver
required parents with young children (sometimes as young as 12 weeks) to participate in JOBS.
Other waivers allowed teen parents attending school and people waking 30 hours a week to be
considered as JOBS participants. Hawaii had a JOBS waiver approved for a pilot site in Oahu, where

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

JOBS Sanctions. Some states found that the sanctions for non-compliance with JOBS were not
strong enough to motivate unwilling participants; they requested and were granted waivers to impose
- harsher sanctions. Twenty-two of the states were allowed to impose ﬁlll—family sanctiens (such as

suspensmn of the entire farruly s AFDC grant) after a continued penod of non-compliance. Other
G ev’
states requeste SBﬂCthé 1mposed upon the recipient only, leavmg the children on the welfare rolls

(
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regardless of the parent’s behavior. An informal survey of state ‘welfare agencies conducted by the
Council of Economic Advisers indicates that the use of sanctions has varied considerably across

states. Some states have been very aggressive, sanctioning large numbers of recipients while others

have sanctioned few, if any. For example, Indiana reported sanctionig XXX recipibnts in some way
and Massachusetts has terminated benefits for over 1,000 familie_s or failure to comply with

training/work requirements.

Earnings Disregard. Without a waiver, individuals are allowed to keep $30 plus one-third of all

additional earnings for the first three manths of benefit receipt (the “standard AFDC disregard”).
After that almost every dollar of earnings results in a dollar reduction in benefits. Some states
received statewide waivers to improve the economic incentives for recipients to work by increasing

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

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

22
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Approv_al Dates of Major Statewide Welfare Waivers in the Bush and Ci'mton Administrations
State Any Major - term. work req. family cap JOBS ~ Earnings Disregard Sanctions
Stalewide Waiver time limit time limit ’ ’
Alabama
Alaska
Arizona 522/95 5122195 5/22/55 5122195
Arkansas 4/5/94 4/5/94 '
California 10/25/92, 3/11/95, B/15/96 9/11/95 8/19/96 10/29/92
Colorade )
Connecticut 8/29/%4, 12/18/95 12/18/95 12/18/95 8/29!94; 12/1R/95 B/29/94 8/29/94
Delaware 5/8/95 5/8/%5 5/8/95 5/8/95 5/8195 SIB95 58195
DC
Florida 6/26/96 6/26/96 6/26/96 .
Georgia 11/1/93, 6/24/94 11/1/93 6/24/94 11/1/93
Hawaii 6/24/94, 8/16/96 8/16/96 6/24/94 8/16/96
fidaho 8/19/96- 8/19/96 8/19/96
lllil;mis 11/23/93, 9/30/95, 6/26/96 9/30/95 9/30/95 11/23/93 6/26/96
indiana — 12/15/94, 8/16/96 12/15/94 12/15/94 12/15/94 8/16/96
Towa 8/13/93, 4/11/96 8/13/93 8/13/93,4/11/96 8/13/93 8/13/93
Kansas - ' | -
Kentucky
Louisiana
|[Maine 6/10/96 6/10/96
Marvliand 8/14/95, 8/16/96 B/14/55 8/16/96 B/16/96 8/16/96
Massachusetts ‘BAI95 8/4/95 . 8/4/95 8/4/95 RILIES 8/4/95
Michigan 8/1/92, 10/6/94 8/1/92 10/6/94 B/1/92 10/6/94
Minngsota : ' .
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State Any Major termm, work req. family cap JOBS BEarnings Disregard Sanctions

‘ Statewide Waiver time limit time limit
Mississippi 5/1/95 1 oenms
Missouri ‘ _4/18/95 4/18/95 _ . 4/18/95
Moﬁlnna 4/.] 8/95 4/18/95 ' B 4/18/95 4/18/95
Nebraska . 2/27/95 2/27/95 2127095 2121195 : 227195 2127485
Nevada . _
New Hampshire 6/18/96 ' 6/18/96 . 6/18/86 ' 6/18/98 6/18/96.
New Jersey 7/1/92 711792 7/1/92 __1ms2 7/1/92
New Mexico . I '
New York ' .
North Carclina . 245196 2/5/96 : 2/5/96 215196 2/5196
North Dskota o ' - '
Ohio ' 3/13/96 3/13/96 . ‘ 3113196 _ 313556
Cklahoma ‘ ‘ 7
Cregon 7415192, 328/96 3/28/96 7/15/92, 3/28/96 3/28/96
Pennsylvania )
Rhode Island
South Carolina ' 5/3/96 513196 7 5/3196 51/%6 5/3/96
South Dakota . 3/14/94 ' 3/14/94 . - 3/14/94
Tennessee . 7!25/96 7 1/25/86 Ti25/96 7125/96 7125196 7125096
Texas 3/22/96 - 372296 3/22/96 3122196
Utah 1045192 2 10/5/92 10/5/92 10/5/92
Vermont 412193 | 4/12/93 4112193 4112093 4112193
Virginia 711198 ' 71195 THRS /95 ' 7/1/95 | /193
Washingion 9/29/95 - 9/2§/95
West Virginia 731495 | A | B 7131495
Wisconsin 6/24/94, 8/14/95 6/24/94 8/14/95 ) 8714195
Wyoming :

24
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Table 1: State Characteristics Over Time, by Welfare Waivef Status

. States without Major
Statewide Waiver

States with Major Statewide
- Wajver

Short-Term Changes, 1993-1996

_ o~ (1 (2) 03 (4)
Characteristic 1993 1996 1993 1996
% of population receiving 5.3 4.7 5.5 - 47 .
AFDC '
unemployment rate 7.1 5.5 - 71 5.4
max AFDC benefit (3 person 453 421 420 386
family, 1996 dollars)

7 Long-Term Changes, 1980-1990
1980 1990 1980 1990
Poverty Rate 13.1 14.0 12.3 12.9
% of Families Headed 14.5 17.0 13.7 15.7
by Women
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Table 2: Effect of Economic Activity and Federal Welfare Wawers
on Rate of AFDC Recipiency
(coefficients multiplied by 100, standard errors in parentheses)

VARIABLE (1) @) () (4 ) (6)
log of maximurn 3223 | 591 | 793 | 1103 | 9.99 8.61
AFDC benefit (5.10) | (4.80) (4.80) (4.88) (4.82) (4.83)
unemployment rate 473 | 310 | 090 | -086 | -091 0.77

0.35) | (0.26) (0.43) (0.43) (0.42) (0.42)
lagged 4.97 4.80 4,94 4.79
unemployment raté (0.42) | (0.42) | (0.41) 041)
any statewide -9.40 -5.78 -5.17 -1.64 2.26
welfare waiver (2.26) | (1.94) (1.74 (2.05) (2.38)
JOBS sanctions -9.69 -8.35 -6.96
(3.00} {2.59) (3.11)
JOBS exemptions 2.64
(3.09)
~ termination 637 .
time limits - (3.74)
work requirement 2.86
time limits (2.83)
family cap -0.49
(2.76)
‘eamings disregard 0.11
(2.16)
lead of any 628
statewide waiver 2.21)
lead of JOBS -1.50
sanction waiver (2.60)
. state fixed effects X X X X . X X
‘year fixed effects X X X X X x
state-specific trends X X X X X

Note: The dependent variable is the share of the populatxon receiving welfare, measured in

natural logs. :
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. Table 3: Percentage of C'hahgé in Welfare Recipients
Attributable to Different Factors
(Standard Errors in Parentheses)
: Based on Results in Table 2, Column:
(2) () (5) (6)
1993-1996
change in unemployment | 313 4.7 444 441
o 2.7} (3.2} . 3.2) (3.2)
welfare waiver approval | 14.9 133 2138 © 309
(5.0) @5 (6.2) (9.2)
other 53.8 420 ' 33.8 250
1989-93

change in unemployment 239 - ‘ 308 30.5 30.4
7 2.0) . (2.7 @7n 2.7
other 76.1 69.2 695 69.6
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Reduction in Welfare Recipients and Unemployment Rate
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